THE ADVISOR

Helping Manufacturers In Northwest Pennsylvania SUCCEED.

Issue 94 | January 2022

Dedicate the Year to People and Process

by Bob Zaruta, President/CEO, NWIRC

What will the New Year serve up? Every
year, this rhetorical question enters
our minds. We know we can’'t answer

it because of unknowns, uncertainties,
and so many
things out

of our direct
control.
Arguably,

the level of
uncertainty
going into
2022 may have
topped what it
was this time
last year. No one knows for sure how
much longer before the labor shortage
reverses itself, or if it ever well. We can't
really estimate when the damaged
supply chains will get repaired and
material shortages end, when costs of
goods and inflation will normalize, or
what impact Omicron will have, or if
there will be another COVID variant to
follow. We often hope for the best and
count on our faith, inner strength, and
optimism to propel us forward and to
condition us for whatever might come
our way. Additionally, we can act on
those things that we can control or
influence. For instance, we can take
action to further our organizational
resiliency and be better prepared for
the unexpected, be nimbler to pivot
effectively, and seize opportunities
even during severe unexpected
circumstances.

Bob Zaruta
President/CEO, NWIRC

When | think of organizational
resiliency, spirit and structure come

to mind. The spirt is the people part,
the emotional resiliency, the ‘we’ll get
it done no matter what’ attitude. The
structure part relates to the operational
processes and management systems in
the major functional areas of
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the business.

There is an innate level of emotional
resilience in every manufacturing
company. Afterall, manufacturers are
makers and doers. For most, the big
opportunity rests in raising this spirit of
resiliency and spreading it throughout
the entire organization. | have met
with several manufacturers in recent
months that are making this happen.
In each case, leaderships’ focus is on
their people with the aim to improve
the company’s culture. Some of the
specific actions taken by these makers
include an increased emphasis on
employee emotional health and well-
being, greater empathy on family time,
more workplace flexibility and diversity,
empowering everyone in continuous
improvement, and re-focusing on
employee learning and development.
What does the people part look like
within your organization? Where is the
needle landing on the resiliency spirit
meter for your company?

Let’s shift our attention from spirit to
structure, the part of resiliency many
would argue is most important. The
operational processes and supporting
management systems in manufacturing
are numerous. Planning, scheduling,
production, quality, supply chain,
financial, information technology,
new business development, human
resources, continuous improvement,
customer service, and risk management
are critical to building a high
performing and resilient organization.
NWIRC observed the direct correlation
first-hand through the more than 250
business assessments conducted with
each company’s management team
over the past year and half. In short,
the stronger the processes and more
advanced management systems prior
to the pandemic, the less business
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impact incurred and quicker the
recovery. We also saw how quickly
companies realized significant
impact from improvements to their
operational structure acted on
during this period.

At the risk of pitting spirit against
structure, | won't ask you where the
needle is landing on the resiliency
structure meter for your company.
| consider both elements equally
important. For me, the expression
“the whole is greater than the sum
of its parts”, originally attributed
to the Greek philosopher Aristotle,
sums it up perfectly (no pun
intended). It’s the synergy of the
spirit and structure elements that
will produce incredible results.
So, as you take on 2022 - be
optimistic. Focus on your people
and your processes. Take action to
enhance your company’s culture
and expand the spirit that already
exists. Take action to enhance
your most critical management
systems and strengthen your
operational structure. The synergy
will positively move the needle
on your resiliency meter and, no
matter what, your organization will
emerge stronger from it.
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Reformulating Your Mindset
to Achieve Breakthrough
Performance

by Max Krug, Future State Engineering

Based on our experience, when companies start working
on improving their business, the process does not go
very far. What they are lacking is a fundamental system
and a formal approach where current paradigms are
challenged. To challenge current paradigms, this requires
making a paradigm shift or changing organizational
mindset.

First, we need to understand how organizational mindset
is defined which is as a set of beliefs or a way of thinking
that determines the organization’s behavior, outlook,
and mental attitude that impacts the outcome of the
organization’s endeavors. Next, we need to establish the
mindset for change which encompasses four areas:

o Conscious awareness,

o Reactive to proactive attitude,
o Shift in perspective, and

o Change in paradigm.

Once this is understood, you then need to challenge the
current organizational mindset.

As you continue to establish the mindset for change, drill
down into the four areas and apply them throughout
the organization. For example, for conscious awareness,
become aware of issues that you are dealing with along
with the issues that you are creating for others in the
organization. For reactive
to proactive attitude, stop
dealing with the symptoms
and work on root cause.
Identifying root causes
entails a comprehensive
understanding of how

the company currently
operates, such as
determining how well
employees understand their work process, their
functions, and their internal customers as well as
effectively measuring employee performance.

With an understanding of the root causes of the
organization’s issues, we move towards the desirable
outcomes that define what a high-performing company
will look like. The foundation of every high-performing
company is having a‘stable system’ which means that the
time to complete all the processes, from start to finish, is
highly predictable. Highly predictable means the system
must be free of special causes of variation which come in
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two forms:

1. Operational challenges - these causes can be easily
addressed by the application of Lean and Six Sigma
techniques, and

2. Behavioral challenges - these causes are much harder
to address as it requires behavioral changes from the
people within the organization.

To get breakthrough improvement you need to identify:
what to change, what to change to, and how to cause
the change. Everything that we've talked about above
focuses on the ‘what to change’aspect which is the
‘managerial know-how' This aspect is the focusing
mechanism for leadership and management - knowing
what needs to change to achieve breakthrough
performance and what not to change that will consume
management attention but not achieve results or bring
benefit.

Side Note: Check NWIRC event listings for an upcoming
free, 4-part Operational Excellence Webinar Series featuring
Max Krug, as well as in-person workshops throughout the
region at www.nwirc.org/events.

5 Things to Consider When
Selecting an ERP System

by Scott Holter, CPIM, Director, Meaden & Moore

Considering a new ERP System? Like marriage, itis a
decision that should not be taken lightly. While there are
many choices, what we ultimately seek is a long-term,
mutually beneficial partnership. In business, it is perhaps the
highest IT investment risk in an organization from a time,
revenue, and execution standpoint. The cost of switching

is high; thus, companies should deliberate the following
elements when endeavoring on an ERP Selection Project.

» Customizability — The ability to customize the system
can be a blessing and a curse. This depends on the
business and IT strategy. While it may not be important for
companies competing on a low-cost/low-price model, it

is vital for companies that compete on product or process
differentiation.

- Technology Innovation - Advanced, modern technology
protects investment longer with leading edge product
development. Many prefer the latest offerings, but not
everybody needs modern web-based tech. Although
somewhat outdated, mature products serve a good
purpose. Provided there is a large installed base that isn't
shrinking with customers fleeing the platform, it can be a
viable option.

Continued on Page 3
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Continued from Page 2

« Total Cost of Ownership (TCO) - Enterprise software costs
can vary greatly between deployment models. On-Premise or
Hosted Model solutions generally have high initial application
costs, with lower annual maintenance fees. Software-as-a-
Service (Saas) Models implement a mid-range perpetual
subscription structure, indefinitely. Elements to compare and
contrast include user devices (handhelds), specialty hardware,
licenses, support, upgrades, implementation services and
internal staff costs. In addition to general company preference,
by taking a look at the TCO over the course of ten years, this

provides an investment baseline during the evaluation process.

« Internal Resources — Equally crucial to success, proper
resource allocation is required from the initial selection
process through implementation. Project management and
championing are important functions to ensure tasks and
milestones are timely executed, run “business as usual” during
the transition, and garnering user adoption. If there are
constraints, consider dedicating an internal team member or
3rd party for additional support.

« User Experience - Ease of use, aesthetics and automation all
appeal to the next generation of users. Businesses evolve and
grow, and so does the workforce. It would be wise to consider

the new users of the system in succession planning discussions.

Remember the days of wired, rotary phones versus the mobile
touch screen devices we have today? The work environment
is changing. With virtual and remote settings, gamified
incentives, social media connections, Al, automation, and the
expanding self-service nature of business, adapting is key.

There is a lot to consider, and the above items are the tip

of the iceberg in a selection process. The various layers and
facets of a business need to be thoroughly examined. Pairing
comprehensive requirements (form, fit, function) that align
with strategic initiatives will lead you down the aisle of a
successful ERP software matrimony.

Side Note: NWIRC is hosting a free webinar series featuring
Scott Holter in February. See all the details at:
www.nwirc.org/events.
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Critical Thinking is a Choice

by Lisa Pustelak, NWIRC, Culture Development Specialist

In our world of instant gratification, we need to be extra careful
of the way we think. Critical thinking skills continue to decline
as we get used to a quick fix for everything. | use the phrase,
“you can’t change something you're not aware of” almost daily.
If you're not aware of whether or not you are applying critical
thinking every day in your business, you may be going for the
quick fix instead of finding the root cause of an issue. This way
of thinking can put a bandage on a problem temporarily, but
just like a physical wound that’s just covered up and not
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attended to, the problem may continue to resurface or even
get worse. One of the most important critical thinking skills is
keeping an open mind. We get very protective of our opinion
and current way of thinking. When we choose to open our
mind, we can see things from another perspective.

In the manufacturing world, often times problems are
identified with either a process or an employee. We tend to
be quick to blame a person when something isn’t working;
but maybe we need to look at the process instead. Maybe
we are not providing the person with the right tools, enough
knowledge, or... maybe the process leading to their work is
where the problem lies.

Whether you decide it's process or people, applying critical
thinking skills will help you move out of the ‘quick fix’ thought
process and into long-term sustainable solution mode.

Just like we develop habits of doing things a certain way, we
also develop a habitual way of thinking. When you constantly
tell yourself you have too many things to do or we've tried to
fix this a million times, you are creating the habit of thinking in
‘quick fix’mode.

Choose to make a habit of slowing down and concentrating on
the problem at hand with an open mind. If it’s a process that'’s
not producing the desired result then asking “why?”

one time probably isn't enough. Take the time to focus

and dig deep to find the true root cause. The time you spend
applying critical thinking now will save you time addressing it
again later.

The next time you are faced with a process or people problem,
slow down, think the problem through, ask lots of questions,
and keep an open mind. Choose to become a critical thinker.
Albert Einstein said: “Education is not the learning of facts, but
the training of the mind to think”. When you choose to change
your habit of thinking in‘quick fix'mode, you will create
long-term sustainable solutions for your business.

Side Note: Lisa Pustelak will offer a one day training in DuBois
on January 26, “Identify Problems and Create Sustainable
Solutions with Critical Thinking”. See details at
www.nwirc.org/events.

Lean Basic Training
With Simulation

January 27, 2022 | 8:30am-4:30pm

www.nwirc.org




» YOUR STRATEGIC BUSINESS ADVISORS

If you have questions, or would like to speak with the team at NWIRC about services, please contact
one of our Strategic Business Advisors (SBA) covering 13 counties of northwest and north central PA:

Tom Weible
814.590.5202

2 EAST LONG AVENUE
DuBOIS, PA 15801
tweible@nwirc.org
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» UPCOMING EVENTS

Standard Work and
Process Mapping

Jan 13: Erie

Learn how to develop a process
map by understanding the
process and its associated inputs
as well as outputs. Participants
will gain an understanding of
how to develop a process map,
how to identify potential process
improvements, and how to
convert the process map into
standard work.

William Rupert
814.227.9350

FRANKLIN, PA
wjrupert@nwirc.org

AS9100D Internal Auditor

Jan 18-20: Erie

For manufacturers within the
aerospace and defense industry,
this course provides your internal
auditors the understanding of
the AS9100 requirements and
auditing process, including how
to prepare, conduct, report, and
close-out an audit.

Lisa Dach
724.931.0728

HERMITAGE, PA
Idach@nwirc.org

Leadership Challenge

Jan 19: Erie

Whether you want to take your
personal leadership skills or
your company to the next level,
change the culture, or simply are
curious about the best practices
of good leaders, you can start
today to positively affect your
business and your organization’s
culture tomorrow- beginning
with this workshop. Discover

5 ways you can rejuvenate and
re-energize your organization’s
culture.

Andrew ldzik
814.217.6068

8425 PEACH STREET
ERIE, PA 16509
aidzik@nwirc.org
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Critical Thinking

Jan 26: DuBois

A workshop to think differently,
better understand how to find
the root cause of problems,
and create long-term
sustainable solutions.

Obtain new tools and

resources to practice and
implement immediately upon
return to your organization.
Increasing critical thinking and
problem solving skills improves
productivity, reduces mistakes
and rework, and boosts morale.

For more information or to register for training, visit www.nwirc.org




