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White Paper
10 easy ways

to save mone
in every food
factory

Are you missing these easy wins?

Over the last 10 years Applied Acumen Limited has been working with many food
productionand supply managementteams, across the UK, Europe and the United
States.In every single @se the dient company has ALWAYS been in the middle of
someintemallyled effort to “improe performance”.

Sometimes such initiatives are capital led, for example the automation of a
production process or digitising ba ck office processes to remove headcount. With
increasing frequency improvement initiatives are being led under a banner or
‘umbrella’initiative, such as ‘operational excellence’, ean’, kaizen, Six sigma’, or
even ‘leansigma’.

Such improvement is occasionally for the purposes of immediate survival, more
often to simply hit a budgeted number, and always to ultimately achieve and
protect margins,which are underconstantthreat.

In every case however, Applied Acumen Limited has found opportunity being
overooked, ignored oreven awided. With margns in this sector under so much
pressure, we ask — “@n anyone afford to be complacent?” and offer a few
examples of some of the easier targets forsaving that you ought to getat.

What’s your score?

Clearly, we think all food mmpanies should be chasing these easier savings

themselves, and hopefullyno one reading this paper will score zero. Howe\er, we
know thatwhetherit’s delivering step changes in productivity and vyields, orsimply
chasing small incremental savings like those outlined here, the first hurdle is to
accept thatimprovementis always possible, no matter whatthe starting point.
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For more detail behindeach of
the wins highlighted, see the
detail sections below...

Whatcan [do?

Once supply chains are established a
business tends to move on. The
interesting work that keeps the
expensive office people busy, happy
and employed is done, and what
remains is a structure whose principle
purpose is to expedite: to expedite
the inbound plan, to facilitate the
production schedule, hit the deliveries
for the day.

If there is any spare capacity in the
function beyond this, it will be
consumed by chasing stock, correcting
errors in Bills of Materials and stock
counts.

Purchasing (the function) rarely
encompasses any serious incremental
improvement work, not least as it is
nowhere near as exciting as beating
up or being smooched by a supplier,
but more often it is considered small
beer in comparison with the main job
of reducing the supply base, seeking
cheaperalternatives and so on.

You may not be able to personally make all
the decisions we suggest, but youcan
influence, and youcan save.

Your first wins: intelligent supply

WIN1 WASTE BAGS

A typical food factory will have collecion points around the shop floor. You cannot
implement a meaningful reduction in the number of these bags used unless they are
being half filled for some reason (which we have also seen), and you do not want to
encourage overfilling — where material may fall outin transit to theskip, but how thick
are these bags? Usually, they arethicker and more expensive than they need to be, and
thatmeansyou cansave money.

WIN2 WASTEDISPOSAL

You should be spending time optimizing yields, but what happens once it’s in theskip?
Too many companies fund the profits of large waste disposal suppliers, paying for
balers they don’t need, and are badly informed on the true value of their waste.
Savings herecan run intothousands, and is rarely scrutinized with a professionaleye.

WIN 3 SHORT SUPPLY

It is rarely possible to check all inbound deliveries with 100% inspection for quality and
quantity, weight and appearance and so on. In fact, if your bwiness is doing 100%
inspection, then your goods in function is overstaffed! However, by the same token if no
measures at all exist for your supplier deliveries, or no audits are carried out, then there are
always those suppliers who will seek adwantage, and those suppliers who will simply get it
wrong unintentionally. An intelligently targeted audit scheme will always getresults.

WIN4 COLLABORATIVE BUYING

In many cases there is opportunity to develop cdlaborative buying relationships with others
to achieve a better deal than you currently are getting. Utility chargesare anobvious target.
There are numerous brokers who exist with this sole purpose. Theyare able to get better
prices through scale (channelling a volume of business through them to the providers
triggers betterunit prices), but don’t stopwith the power and water supply!

WINS5 LAUNDRY

Food manufacturingsites require that shop floor employees wear \arious types of gearin
the form of PPE, coats, boots and so on, and in most a contractor is employed to launder
these items regularly and at some experse. What is also clear is that the competition for
winning these contracts is immense. Understandably so: turnover is pretty much
guaranteed, and so long as there are no major events (dying everything pink, say), the
contract is likely to be rolled over each year. It is therefore anattractive business to be in,
quite simple and straightforward, and gets better with scale. We recommend that you
review your current laundry contract, and in tune with the current economic climate,
suggest you ask for adiscount to retain the business

WIN6 INTERIM AGENCYFEES

Most food companies nowadays utilise interim managers from time to time, and a whole
industry has sprouted in the last 10 years to service this need; a service that still
constructed around charging agency fees for very little value added. Never pay another
agency fee ever again —you can access similar services and get to the best networks for
free. Asa second win, you should ALWAYSlink anelement of day rate to delivery.



Your next wins: intelligent scrutiny

WIN7 PACKAGING
From over designed cardboard outers to unnecessary printed labels, there is always

something to be saved in packaging. The first and easiest place to look is not at your
own packaging, however, but at the packaging from your suppliers. To change your own
packaging i usualy quite involved, as it was probably developed and agreed with your
customer. Hence, you need to go backup your supply chain, and hunt for obsolescence.
That's where youreasy win will be.

WIN8 SAMPLING
Clearly, food is something where comers cannot be cut on safety, and certainly one
shouldn’t contemplate ever missing or deliberately avoiding checks thatare part of the
food safety compliance regime. However, in very many sites we visit we find disconnects
between what the technical requirements actually are, and the custom and practice in
playdaytoday. Can any of your samples be combined, or taken in a different way?

WIN9 THE IMPROVEMENT MANAGER
It is a widely held view, correctin our view, that where corsultants are employed for an

assignment, there comes a time when their impact is reduced, their effectiveness is
lessened, and the businesses needs to demonstrate sustainable revised behaviours.
Exactly the same is true of an intermal ‘CI' resource. Transfer the responsibility for
performance improvement to the people who ought to be doing it as part of their job
(including you, notthe Clmanager).

WIN 10 HYGIENE OPERATIONS
Hygiene operatiors are a specialist activity within food production, requiring quite

spedfic training and skills. It is critical in a number of key respects,and ifit goeswrong,
it affects the whde business. So it is no surprise with so much at stake that when it
comes to taking cost out of hygiene, there is an immediate negative gut feeling that it
can’t be a good thing. However, simply chalenge this function with the same rigour
applied to production staffing, and it invariably yields better standards of hygiene, and
lower costs.

The Daily Miracle

Success in food manufacturing often
balances upon a knife edge - all of the
time. A short delivery, a late delivery,
a wrong ingredient, a poor mix, poor
hygiene control, any of a thousand
variables every single day can and
frequently does cost the company
dear, and at worst damage a business
beyondrepair.

Given the number of variables, one
client described the achievement of
the 99.8% service level demanded by
their customer as ‘the dailymiracle’.

Because this is the most difficult of
industries in which to manage, most
of the time the manager is simply
tryingto keep the boat from springing
a potentially catastrophic leak.

Consideration must be given to what
potential negative effect any change
may have on the operation, whether
that change is dressed up as an
improvementor not.

With so much at stake every day, with
so many balls to juggle, it is
unsurprising that we very often find
that food manufacturing businesses
waste an awful lot of opportunity to
make improvements, to save money,
and tomake more money.

To understand why there is always
opportunity to go for, no matter what
the current perceceived level of
performance, see page 5.



The real opportunities...

In reality, we findthere are many more, and much larger opportunities in mostfood
businesses, and it is these that Applied Acumen are usuallyengaged to flush out. These
Applied Acumen Limited include but are not limited to
UK . New products impacting existing schedules and performance
. Misleading efficiency measures hiding opportunity in direct labour

The Pottery e  Yieldimprovement,and waste reduction

Leeds LS17 8AQ . Maintenance, hygiene, production performance
(+44) 1380 860577 e  Frontline management effectiveness

. Commercial marginand portfoliomarginimprovement
enquiry@appliedacumen.com

Quick Results [Lasting Change

Find us on the Web:
www.appliedacumen.com

So why do businessesunder perform?

e Managers neverask fororare provided the support they
actually need

e  When support is provideditis notas good as itshould be.

e  Most of the measures and controls being used are
inadequate, misleading or simply wrong

e Theybuy the wrong thing (notjustthe wrong support)

e Theydon’t challenge themselves hard enough

e Theydon’tpushin the right way

Are you great, or simply average?

We are often asked,in various ways, whatis the key differentiator between good and bad? What makes a good CEO, a good
employee, a good business, versus the not so good, the ones who you wouldn’t pick out as winners. And what is it that sets
apart great from merely good? Itis possible to deliberate over this forever. Indeed, some people have made theirfortunes
from deliberating over it (for a large fee) for years. However, if we were to summarise the key differentiator, we’d say
“keenness”.

Keenness is a strange word for some. Despite itself, it carries slightly unfashionable or even negative connotations. Keenness
translates into hunger, into urgency, into inspiration, and into effort, but more than thatfor usit also describes a humility
thatis required to leam and grow, to manage change effectively, to deal with each other with respect, and to make something
more of whateveritis we have right now. It is for this latter condition that we purposely highlight keenness, mther than say
simple ‘competence’ or ‘urgency’, as itis a more rounded description of what truly differentiates the great from the merely
‘result oriented’.

You can be as result oriented as you like,but you need keenness to chase opportunity, to be open to new things, to innovate.lf
your employees have a sense of keenness, you'll seeit. You'll be able tosee it when you walk around and you’ll see itin your
numbers. Your customers will see it, and theyll appreciateit. Your suppliers will feel it, new employees will sense it, and the
community around your sites and your brand will knowit.



pplied
; cumen

How do you break out of being just “average”?

The challenge for business leaders ishow © build keenness into the culture. Most fail miserably, and a large proportion of CEO’s
would admit that they do nothave a magic bullet. One big problemin most companiesis thatthe people initdon’t treatitlike
it’s their own money being spent. Generally speaking, it isn’t their moneybeing spent. Most if not all of their wage packet will
arrive in their bank acountsin a timely fashion, irrespective of whether the job they have done this month was good, bad or
indifferent.

There are of course all manner of performance appraisal systems vexng the intellect of HR departments throughout the land, in
addition to the performance managementintentions ofalmost all operational managers we have everencountered. There are a
multitude of software vendors now making millions from providing really quite rudimentary applications forit. There are token
bonus systems in some companies, some of them very well thought through. It is howewver only on the very periphery of
business right now where value added means somethingtangible and consequential to the average employee, where keennessis
actually rewarded. One immediately thinks of sales, but it is remains one of the great enigmas of our ime where so many
businesses fail to link @mmercial success to commercial reward in the right way (i.e. profit rather than tumower), and further
why those enlightened ones who make the link insales rarely doit with anyone else.

A further common aspect of most businesses is the approach to getting
results. Whilst ‘results’ and ‘delivered’ are now the hottest buzz words on
every CV in the land', once into the world of the corporate, that impetus
disappears almost totally. The hunger, the keenness, just fades.

Invariablythe view fromthe top is - if the manager doesn’t do the job I think |

want them to do, then | get a different manager. It certainlyis the case at the

top: the CEO doesn’t get the result, geta new CEO. It is expensive and

damaging, but faidy common. However, this is the only position where this

rule ought to apply. Why? Becauseitis the onlyposition with the authority

empowered to do whatever it takes to getthe result, within the law. Even then, up to the point of being fired, the CEO will be
getting a nice cheque each month, and will usuallyhave a verybig cushion paymentonexit. Even then, ones you’d expect to be
subsequently ostracised are always able to find a new home reasonably quickly'.

As you then go down the hierarchy the relative autonomyis diluted, remarkably until you getto the agencytemp.It’s only when
you reach that far that you find a person with the autonomyofa CEO, albeit a different kind of autonomy. Why? The agency
temp can choose to not tum up today. Their minimum wage an be eamed pretty muchanywhere else. Anyagency tempwith a
spark of life and energy is like gold dust,and will always have a job at minimum wage, even in this economy. If they don’t
perform they suffer immediate loss like no other employee — “don’t come in tomomow”. That'’s as dose to results based
payment as you getshort of hiring Applied Acumen !

It is not all about remuneration and reward, though, and although it play a big part, to suggestitis the only thing would be
quite wrong.Sohow do you generate a culture ofkeenness? Does it exist already,and how do you measureit?

“That’s the management’s job” — the philosophy of the underperforming business

Most efforts of business decision makers to address the challenge is to tryto select people around them that they feel embody
what theyare looking for. When it comes to that quality we term “keenness”, most hiring managers have a problem with it
Everyoneis ‘keen’ to be hired, naturally. In fact, if you’re not ‘keen’ you will quicdy be eliminated. So, hiring managers look for
more tangible and measurable behavioural characteristics, suc as urgency, confidence and assertiveness. Whilst not necessarily
bad characteristics in themselves, the daily fire-fight very often accentuates extreme behaviours. In the real world there is less
time fora balanced approach, for explanations, for deeloping the @pabilities of the team, setting challenges, enjoyingsuccess
and all those other things we hope © come to work to do. Managers are under time pressure,seekingshort cuts to ‘geta result.

The daily pressure creates the ideal breeding ground for assertive, confrontational and at times aggressiwe behavioural traits,
particulary in operations. Such characteristics are associated with ‘getting things done’, with “getting quick results”, and the
absence of confrontational behaviouris oftena big problemin managng improve ment.

When this results as it does in manyinstances of quite unpleasant workingenvironments (more grievances, higherabsence etc)
and certainly nosustained performance improvement, the manageris sometimes, eventuallyand unfairly, branded a failure, and
removed. lronically, the manager is likely to repeat their ‘mistakes’ in the next role, since the conditions may be repeated
wherever they end up, and the manager will never feel they could have behaved differently under those circumstances (they
usually simply seek a role with different circumstances). It takes somethingelse to change the drcumstances.



In many cases, such managers make a dramaticimpact when theyarrive. Theycan be
seen as ‘a breath of fresh air’, bringing a much needed spark of life to an operationin
a performance rut. They might possibly be accompanied by some rudimentary tools

and techniques they bring from their last employment, such as short
interval controls.

It is interesting that many big companies use such tools, as they run
reasonably systematically (the TPS" being the most famous), and thus
breeds a confidence in the indivdual and the recruiter that such
experience equates to capability. If only this were always the case!ltis
incidental that many companies selectso @alled ‘Big Name’ consultandies

to work with on the same (false) premise.

As an aside, a great many consultancies fall into the same fools trap, and

has over many years left their dients feeling hurt and bruised, and very
many consultancies with reputations for getting short term improvements

that fall quickly away —another good reason to not engage them, quite
apartfromtheinitial expense.

But that’s not us, you say. That’s not me.

So let’s say you get (orare) a good manager. How does one manager make the difference? Itis possible, ertainly, butthen it

comes down to how many hours are there in the day? In the food industryitis not uncmmmon for operations managers to be
working 48+ hours per week and then being calledin “off shift”. Timeserved managers can very oftensee there areissuesin the

business, sometimes ewen being able to pinpoint who or what the root cause is, but how to get the head room toact? Are you
working less than 40 hours every week? Let's sayyou have one (manager), or are one - the onlyone in the country, perhaps...

How should a manager approach peers, and with authority one doesn’t have

e insist that theyadoptadifferentsales strategy
e change the way the business is measured

. review numbers which are completely different to those being pointlessly collated and reported by finance, or
. re-structure operations and improve efficiency so that we can meet the service lewels being demanded by our
customers just to retain the custom we dready have?

Who's going to throw that stone whilst theystand therein the middle of the greenhouse ?

With that as a backdop, which manageris ever going to walk up to the
CEO andstate 1’'m ineffective in my work: there are issues that you’re not
dealing with in X and Y de partments which impact my ability to perform,
induding the lack of any kind of hel pful measures, and | need help to sort
this out”?

Even if the manager can see this, even if the toolkit, methodology and
knowhow was there, as would be daimed by many an interim manager
(rarely true), the autonomy and authorityto act uponit will be limited at
best, damagingatworst (to the individualand the business).

Still in denial? Thatleaves those ofus claiming to be workingas a team,in

great unity and harmony, improving performane being second nature to

everyone. This could perhaps be daimed to be the ‘nom’ for big
companies like Mars, Toyota, Honda and others, who operate in a highlysystematic way, whose ‘teambased’ culture is revered
and applauded, and whose behaviours are driven down specific channels to ensure a @nsistent lewel of performance against
accepted norms (the subject of a different AA white paper). Whilst such companies are certinly operationallyahead of the
game, there remain massive improvement opportunities within them (witness thesheer number of recalls every yearin the case
of the auto manufacturers). Moreover, when such opportunity exists within theseleaders, you can imagine the potential within
the rest who either think theyare that good butaren’t, or know that theyaren’t.

Whilst this may be the cultural target for many food (and non-food) manufacturers, large and small, we all know itrarely exists

in reality. There are managers in every business throughout the land battling to try to recreate a version of their previous
large employer culturein a new business. It's not just becauseit’s what they know, butalso becauseitseems right, it worked



before, andit’s not thatdifficult to understand.

The result? Slow progress. Painfully slow progress. Any real urgency just leads to
frustration, stress, and lack of impetus. We also find that this can lead to significant under-perfomance generally, as the
manager

- feels no need for help, as they themselves are highly competent
and know what theyare trying todo

- requests and is given more time to implement the contmls and
measures they hawve in theirown mind

Thisis great, if making moneyisn’t your top priority.

So when it comes to making money rise up the “to do” list, for example the Directors throw a hissy fit due to a poor profit
number, or the customer throws a hissy fitbecause of a series of poorsenice issues, suddenlythe urgencyretums. Along with
an element of resentment that not enough time has been provided, of course, orthat understanding/appropriation of blame is
missing in some respectorother, both of which mayindeed be true. Butirrelevant.

The typical, if belated, remedy? A request for some kind of improvement resource. It's a compromise based upon pride,

practicalityand realism, but sadlyis the compromise thatis widespread —witness the sheer number of companies that now have

a dedicated ‘continuous improvement’ resource'. Ironially, this number will match almost exactly the number of continuous
improvement managers who feel under-utilised, mis managed, ineffective,
under resourced and often plainly ignored. In recognition of this tendency,
some companies have raised the profile of such resources, making them
expensive, under-utilised, mis-managed, ineffective, under resourced and
oftenignored.

Resource dedicated to continuous improvement has its ime and plae, but

should not then be used as a panacea for making the bolder step changes

which most businesses now need to mnsider routinely to stay ahead of the
game. Continuous improvement is not step change. Continuous improvement is not culture change. Continuous improvementis
notgoing to get you the culture of keenness that every businessshould aspire to.

Despite widespread acceptance of the increasing pace of change, and better management education and awareness, the
implications of this latter point have still not been taken on board by many company management teams or CEO’s. It isin the
area of making step changes that external consultants can be useful, and ought to be part of every company’s armoury. The task

is not about whether to utilise such resource, but rather when (not always), what type (be spedcific), and to what end (be
focussed).The only time you don’t need anyhelp is when you’re getting it completelyright.

And when you get it right...

When there exists a management team on the same wawelength, capable of driving performance within their function in

harmony with each otherand with the value chain of the business, led bya CEO who leads and guides the team, s moothing out
relationship and ego issues along the way, incentivising and building, creating the conditions and freedoms required for the

management to deliver to their best ability, within a famework that every employee understands, values, and wants to play
their partin. When yourlowliest e mployee holds the respect of others in the community by virtue of whom they work for, when

on the shop-flooryou cansense an eagemess to be busy, not to /ook busy, you’ll be ahead of the game.

But first...

The measures are wrong

Picture the scene: you are satin the monthly Board Review, staring at a set of numbers in the laboriously prepared monthly

accounts. In the firstinstance,itis remarkable thatit takes the average company until the middle of the following month to find
outhow last month was, despite (or because of) massive investment in IT over the last 10 years. Even more remarkable that

intelligent people then can sitall day reviewing this information as if it might help. You mayask a simple question regardinga
numberin those accounts, “what lies behind this number?” In otherwords, what movesit,and whyis it whatitis, rather than

being a higher ora lower number than itactuallyis?

One of the most frustating things for shareholders (the CEO, private equity etc) is to find yourself being given a garbled
response. There are only two possible answers, and one of them is 1 don’t know”. However, this scenario is not just common,
you can practicallyset yourwatch toit.



The (supefficial) rasons for this are several fold, butessentiallyboil down to

e  The numbers being mwmpiled arein many ways invented numbers, sometimes guessed, some based on more complex
and obscure representations of reality.

e  Thereislittle or no link between what you are seeingin printand how well the business is a ctually pe rforming

e  The finance function is structured and run to kick out the accounts and the P&L sometime before the middle of the
following month withanyluck, to satisfyaccounting requirements,nottodrive business performance

e  The ratios youare looking at mayor maynot be useful, or correct,and no one in the room has anybetterones.

. People are just doing their job, not yours, so they have no idea what you’re problem is, or how the numbers might

reflect the nature ofthat problem
You do notneed a newfinancial controller,or new software. You justneed a fresh perspective, and a fix.

Itisincidental that what we describe here applies not just to food businesses, but almost every business including the banks.
Espedially the banks, in fact, who you would think should know better. We’re a long way fromever fixing the latter, but you'd
notie the difference if it were to be fixed, forsure. The same can be said for your business.

Are you buying the wrong thing?

During the 1980’s there was a big push for business proess reengineering, and In Search Of Excellence rode the top of the book

charts, propelling its authors and their employers McKinsey into the big fee league where they have remained ewer since,
despite the original research for the book being largely fabricated".

Nonetheless, consultancy was in a massive growth phase, continuing through the 90’s, which saw the rise of computing power
and the big sell of ERP and the connected enterprise. With manufacturing becoming pricey, serviees cames a much higher
margin: every big company wanted a piece of the big billing onsultancy action —IBM stopped the difficult business of selling
computers, opting to become IBM mnsulting instead; all hail the grat “solution” bandwagon: even British Telecom stopped
selling phones to sell consultancy, albeit mainly to sell telephony “solutions”.

In parallel the financial markets grew much more accessible, and with thatthe

finance instruments that brought freedom to buyand sell, to build and break.

Why improve and build over several years when you can bid, move andsell

overseveral months? (The usual target tenure of ownership ended uparound 3

years, although this will appear to be stretched since 2008 as the markethas

ground to a halt due tothe finandial crisis).

As we haw come through the first decade of the new millennium, the big

software houses have now runout of big ticket sales, soare busy now trying to

seduce the smaller fish". The “Big Name” consultancies are finding the same

thing, having been bought a decade or so of big ticket revenue time with

massive public sector spending. And competition is as hot as ever. There are

spin offs of virtually every branded cmpany attempting to sell consultancyin

one form or another, old rope or not. Itis almost a mirror of the drive for

companies to sell any product at all, no matter whatit is, simply to sell a

lucrative and low risk finandial product. The only point struggling to make a 5%

margin ona vacuum deaner is because you can make 29.9% on the money it

costto buyit!

In parallel,the age of long termemploymentis oer, certainlyin the private sector,and in any room of people youll find a good
proportion ofselfe mployed consultants and interims, allof whom are chasing their next assignmentwith you.

Yetforall this overloading of the maket, the sheer ubiquity of consultancy, the lewel of knowhow (of how consultancies work) in
business leadershipis surprisingly low. Even some of our dients e ngage Big Name consultancieson very high fees, merely for the
kudos (despite their propensity for not delivering anything of measurable benefit, occasionally fabricating information, and
charging extortionate fees for people with little experience in the real world). But perhaps that can be forgiven as a vanity
purdase. In the event thata more progressive leadership does possess that sense of urgency, when they are looking to get the
organisation moved on quickly, and recognise the need for extemal resources to make it happen on the timescale in mind, the
selection process is woeful.

It usually begins and ends with “I know some people”. This is often mirrored by the lazy approach adopted by many



consultandes to sales. One CEO of a mid-sized consultancy actually had the temeiity
to brag “the CEO has to be an idiot not to say yes to a 3 -1 ROI”, when dearly cash
flow, not retum, is key to both any decision on investment, and the very sunival of a
company. We know of several companies that have gone right out of business whilst waiting for their3 -1 retum in 2010 alone.

Needless to say, the last newsworthy item about that particular consultancy outfit was a surprisingly successful refinancing of
theirnotinconsiderable debt pile (you should check if that’s your poorly invested money!).

When the stakesare so high, some basic criteria really ought to apply, to enable those with better things to worryabout to weed
outthe 99.9% of consultants who can’t, from those whodo.

. Do theyfind out what you need, not sell you what they’ve got?

. Do theyget measured on the difference yousee in your company accounts (value)?
e Do theyget paid based uponit(orjustinvoice for time)?

. Do theymatch resource to the culture (or justfocus on proass)?

. Do theyresource specifically to meetthe objectives (orsimplybring in the beached staffavailable)?

. Do theyuse experience, skills, and capability proven in the field, rmther than cheaper graduates with just one or two
years experience?

e Do theyhave robustmethodol ogy?

e  Are theyspedialists in yoursector?

. Do theyma tch your expe ctations on the ground?

Whilst we assert that there is only one that can be said to accomplish positive
responses to the above list right now, the marketshould and will demand more

over time. Now the bar has been raised, existing companies will either be
forced toadapt, or go out of business.

In the meantime, we’d advise you to shop around.
Not pushing hard enough

The simple fact is this: whatever performance you are achieving right now, it @n be bettered. What Applied Acumen find
surprising is the lack of urgency from the top aboutimproving it, in a timeframe and a manner that will make a differencein this
years’ P & L.

One of the most powerful sales tools that we posses is the truth. Our analysis techniques allow us to getat the truth about
performance. When true performane is laid bare, where disconnects and interferences are exposed, measured and undestood,
links between behaviours,systems, processes and products be mme \sible.

When we then piece together the route through to improved performance with the dient managers, and quantifyin real cash

what we all agree can be delivered, the process of awareness within the dient business begins. It is akin to synapses flashing

through a brain, until the idea forms into a belief of what can be done, and what must be done. On many occasions we find that

when we ollate our findings and present them, the dient senior management undergo this revelatory process, most usually
culminating inan immediate desire to act there and then on some of the more
emotionally charged elements ofwhat we dis@mver: under performance in this
area or that, badly managed workforce relationship here or there, product
series with negative actual margin,andso on.

In many cases we encourage an immediate plan of action, albeit in a
coordinated manner thatensures any necessary change is managed so that it
provides sustined performance — there’s nothing worse than a knee jerk
reaction thatcreatesa rebound of poorer performance down the line.

The criticism we lewel is that businesses do not challenge themselves either
hard enough, or often enough. Budgets are mostusuallysetintemally, sometimes taking lastyears’ numbers and adjusting by
5% or 10%. There’s rarely anyscience in it, and to hawe it challenged extemally, by experts, is an absolute rarity. Quite apart

from the budgeting process, which most people would acknowledge as being generally flawed and unhelpful (unless you’re in
denial, in which @se Applied Acumen will offer to demonstrate your budgetprocess flaws free of charge upon request), there is

the managementreview process itself.

Even those businesses with the ubiquitous daily review and DWOR (daily weekly operating report) seem to find it difficult to



challenge performance, standards and results. We know of more than one major
ma nufacturer that runs various effidency measures whilst being substantially ower-
manned.

When the costofan external challenge to performance is so little, and the benefits so large, thisis a ral blind spot forindustry
right now.

Not pushing the right way

Applied Acumen has found that most shop floor employees and Front line Managers are rarely given the opportunity to
contribute beyond the normal following of daily mutine. On the one hand we have the CEO spending thousands of Euros with
consultant to come up with company vision and values statements,amongst other things invariablyespousing the virtues of a
business that values its employees in some unspecific way (check yours). On the other, PR and Marketing compete with HR
departments to make the boldest daims about how

engaged the employees arm; again mostly complete

rubbish.

There are a million and one savings that existin every
business across the globe - relativelylow lewvel savings, but
savings that could contribute 1t the bottom line
nonetheless; the kind of savings that get ignored, or
ovelooked, the kind of incremental savings that could be
considered ideal fodder for kaizen’. A whole industry has
now been spawned from a limited understanding of the
coneptof ‘kaizen’, of course.

Naturally, manyif notall consultandies will possess a toolbox, much of whichis generic, frankly,although itis usually the smaller
boutiques that possess the mostinteresting tools ratherthan the Big Names. Various process mapping devices and techniques,
time based studies and so on will be deployed to varying degree. Some of it mayeven be a reflection of reality. As withewvery
management tool and e chnique, itis all about how it is deployed, the quality of the information,and howitis developed that
makes the difference. This is partly the reason why you should ensure your consultants aren’t ‘wet behind the ears’ (many
consultandes use cheaper, less experienced staffin the field once a project has been sold), and check that the analysisis not
conductedin relative isolation from your people, and that the focus isnot merely on process engineering.

The key here is involvement, whether using consultants, dedicated internal resources, or simply leading a company through
change. Our projects by definition always provide sustained financial success for our dients, but this is really a by product of
involving, engaging and inspiring the management. For Applied Acumen, itis about defining what itis that will encourage and
foster keenness. It will be unique foreach business, and until itis defined, until itis made real, opportunity toimprove willexist.



DETAILED ABSTRACT REGARDING 10 EASY WINS

Missed Saving 1 Waste Bags

The list of consumables withina food manufacturing environment is massive, and there are always, always savings to be had from
reviewing these. However, our first easy saving is not about phoning around for a better quote, or for those who have moved on from
that: setting up an e-auction. Both ideas are valid, but our recommendation is asimple one based upon changingthe type or grade of
consumableyou are buying.

As an aside, there are very manycompanies and one man consultancies out there who will sell you the notion of areduction in usage of
this or that, which may or may not be possible. We recommend that you checkand ewaluate each proposal on merit. Of course: never
pay for anything before you see it being delivered!

However, when itcomes to grade or type of consumable, you will be aware as a personal consumer yourselfthat you can choose from a
great many different grades of item. Sometimes you may choose the cheapest there is, because you know it’s a generic formula and you
do not wish to pay extra for someone’s brand marketing (sometimes you might). Other times, the cheapest might not actually do the
job you have in mind. On occasion youmay goby recommendation, simply because youdo notknow any different.

When it comes to procuring items for a business all these factors come into play also, but with a few twists. The first is the most
important: generally speaking, the person who is buying it is doing so with someone else’s money! Several things happen as a
consequence, and they are all material to the result. Individual purchasing behaviour changes, from the amount of time spent
deliberating choices, through to the impact of any choices made on the individual themselves. The willingness to be steered by
advertising, perceived knowledge superiority, group behaviour, past behaviour and so on are all dfferent in making even low level
purchasingdecisions in business.

Take a spedfic: bin bags. A typial food factory will have collectionpointsaround the shop floor (sometimes several on each production
line). You cannot implement a meaningful reductionin the number of these bags used unless they are being half filled for some reason
(which we have ako seen), and you do not want to encourage overfilling— where material may fall out in transit to the skip, but how
thickare these bag?

We all knowthat there are many grades of binbags available for domesticuse, ranging from the garden sack (very thick), through to the
cheapest on display wafer thin ones that we've all been caught out by at one time or another! As a domestic consumer you try a few
until you find one that you know will rarely break apart, butis not the thickest, most durable sack on the shelf — or the most expensive!
The trick isto get the right bag for the job in hand, and the same is true for a food manufacturing business. The same range and choice is
there, but the difference in price between the bag you might have and be usingright now, and the bag that is adequate for the job is
usually huge. Advances in product technology, espedally plastics, are so rapid that this exercise is worth repeating even if you’ve looked
at this a couple ofyears ago.

We have found that the saving in changing toa lesser grade but still very adequate and fit for purpose waste bag can range from a few
hundred Euros peryear, to a fewhundred Euros per week! We recommend you checkitnow.

Suggested Approach

Quite clearly you do not wish to be caught out with your waste cdlection bags rippingtoo easily andspilling their contents all over the
floor! Asimple way to avoid this s to trial difference grades, just as you have surely done at home.

Sometimes you can get the supplier to providesamples free of charge, and if your current supplier doesn’t play bal, thereare plenty of
others whowill.

It is important that all aspects of the item are monitored, not just the cost. Clearly we are looking for a bag that doesn’t splitat any
point, under whatever fill or loading criteria is considered normal, but other things to consider might include biodegradability, colour,
minimum order quantity,ease of use, ease of separatingandso on.

We would rrecommend asa firststep discuss with the supplier what (cheaper) alternatives they can supply, and aim for a 50% reduction
in thickness as a first trial.

NextStep —A Professiona Approach

The list of consumables in most food businesses is very longindeed, and savings of 10% are not uncommonacross the baard. Ina more
in depth Applied Acumen analysis, a pareto of the spend would reveal most likely targets and opportunities, and a work streamset for
the client togo after, in astructured and sustainable manner that wouldn’t conflict withother operational and commercial priorities.
To achieve more savingsit is usually necessary to apply further leverage into the purchasing decision; there’s none as effective asa well
orchestrated e-auction.
There are an increasing number of e-auction providers on the market, and they offer varying versions of the same thing. However, it
boils downto this:

. Buy a licence for the auctionsoftware, andrun it yourself.

. Get the provider to doit all for you.

No matter which route you choose, you need to bearin mind that you (YOU) will need to do the leg work, which is the thing that takes
the time. The legwork involves data collection mainly, on usage and so on, and it can be quite onerous if this information isn’t readily
available.

However, what we would say is that ifthe information is readily available, go for it, and expect at least 10% saving. If the information
isn’t available, it means there’s an even bigger opportunity in purchasing, and you could expect some serious savings even without
doing an e-auction!



Typical Excuses for not doing it
. Our bags are wafer thin andkeep breaking already (they're toothin, then!)

. We didit lastyear

. It’s toomuch hassle

. It’s only a verysmallspend,’ve got biggersavings to make
. It (the spend)is controlled by someone else

Missed Saving 2 Waste Disposa

Most of the businesses Applied Acumen areinvited to work with are keen to improve material yields. Great efforts are made to drive
down shop floor waste, to reduce giveaway for example, or over production. In many cases (but certainly not all) material yield
measuresare in place, and standards are in place, usually encapsuated within the Bills of Materials. BoMs are rarely correct, but that &
for another day...

Whilst we have yet to visit a site yet where we can’t positively impact the waste or yields and drivea measurable finandal benefit very
quickly, this is notthe subject of this missed saving—you already know you can do better on yields!

What we tend to find in most food manufacturing sites is that once the waste has gone into the skip, it's viewed as someone else’s
problem; too late to doanything of much value. The usual situation is that it falls to the engineering manager or technical manager to
setup a system for disposal, orpossibly the hygiene manager.

There are plenty of companies out there thatwill deal with your waste. They will love to rentskips to you,and compactors, and bailers,
andthey’llalso want to tie you into a 5 year contract, too. Few will care if your volume of cardboard warrants a bailer, someore to do
thebailing or to segregate the waste, but they'll still say you should have one.

Be that as it may, your saving will come from doing a short afternoon’s work. Whatever price you are currently getting for your
cardboard, it's too low. That’s it. The price of cardboard actually fluctuates daily, but you can be certain that whatever price you're
being offered today is too low!

Approach

You can prove this to yourself by phoning up your current disposal supplier. Tell them you are thinking about changing supplier or are
being asked to conduct a purchasing review. You’ve no real desire to doit, but you have been advised that you can get a better price
elsewhere than you are currently getting. Your incumbentsupplier will either give you a better price on the spot, or phone back later
witha best (better) price.

That’s as instant asavingas you'll everget, sopick up that phone!

Next Step — A professional approach

The quick and dirty approach outlinedabove does genuinely work for a quick save, butto truly make some bigsavings, it pays to review
howyou stream your waste properly.

A key point to remember is that we very often findthat anexisting contractor an ‘revert to type’ very quickly, and prices can sink back
to previows poor levels. In addition, and perhaps more telling, is that very often there is a cosy relationship between the supplier of
disposal servicesand thesite person dealing with it. The suppliers in thisarea rely somewhat on these services being procured ata low
level, and as such the people procuring these services can be prone to or susceptible to the ‘generosity’ of the supplier, shall we say.
Hence, you will often find a certain reluctance to examine different options, as to do so will be to challenge loal loyalties that have
been ‘earred’. In one example, we found the person who had signed up to the waste disposal deal was going on nice free holidays with
the contractor, and another who claimed to have only professional contact was found to be best of gym -friends with the contractor.

On a practical note, it doesn’t always pay to have people segregate your waste once it has been mixed in, but most people stop at this
level of anmalysis and give up. Whilst Applied Acumenare experts at redudng waste within the walls of a factory, we deferto theexperts
at Zero 2 Landfill (www.zero2landfill.com) fora more holistic review of waste cost reduction.

AZero 2 Landfill analysislooks at

. methods of streaming materials through the process (to achieve both a reductionin process waste anda higher value of by
product)

. disposal contracts and agreements (and ifit’s possible to get out of them earlier)

. optionsto actually achieve zero land fill

ZERO 2 LANDFILL

o commodity prices versus current rates being given

. bailer,compactor and skip rental charges
. effluent

Typically, as an independent, Z2L can not only find and implement significant savings, but also offer improved service terms for
contracteddisposal senices.

Typical Excuses for not doing it
. We aretied into a contract (DO NOT sign up again!)
e Wecan'tsegregate our waste
. Our waste cannot goto farming/berecycled (ALLwaste can berecycled)
e  The transportcosts are toohigh



Missed Saving 3 Short Supply

It is rarely possible to check all inbound deliveries with 100% inspection for quality and quantity, weight and appearance and soon. In
fact,if your business is dang 100% inspection, then your goods in functionis overstaffed! However, by the same token if no measures at
all exist for your supplier deliveries, or no audits are carried out, then there are always those suppliers who will seek advantage, and
those suppliers who will simply get it wrong unintentionally.

Examples include a supplier who knowingly sends buckets of whole peeled eggs with a few short ofthe 50 quantity spedfied, and the
tunasupplier whose ratio of brire to fish creeps up. More often short supply can occur due toa change in supply, where the purchasing
department has changed a supgier, or the material, and this has not been communiated either through the bilk of materials or the
goods receiving area. One example is where bags of flour changed from 25kg to 22.5kg. Goods In clerks counted the right number of
bagseverytime, but yields seemed to drop! In more extreme examples, sometimes there is leakage’ (theft) at goods in, or goods simply
do not get delivered (box missing off a pallet), or goods get delivered in poor condition and are returned but no record of the return is
made for subsequent invoice netting.

In all cases, the result is usually more difficult to trace after the event than it would seem to the casual observer. The reason is that by
the time such errors are manifest, there may have been several stock turns, and the original error becomes buriedin time. For example,
the bucket of eggsis delivered to the production areaand is consumed, revealing a poor yield (if sucha measure is in place). Why would
the production operative countthe eggs in the bucket? Far too busy, or they ought to be, to be counting eggs!

Approach

The most obvious step totake here is to implement some kind of check at Goods In. However, this is counterproductive as it will cost far
more money implementing inspection than you will ever hope to recover by random chance.

Your check must therefore be targeted. This requires that you employ a method of targeting, which will depend upon the level of
sophistication of your measurement systems. At its most basic, your Goods Receiving staff will have the best idea which ones to target.
They deal with deliveries day to day, are most familiar with packaging, stacking, appearance, and so on. They will tell you who the least
reliable suppliers are andwhy. They may simply view the many comrections they make as part of their job, and therefore you newer hear
about it. Further in, your production staff (those who use the material itself) may also shed light upon which materials give them a
particular problem — “w€re always running short of X or Y”, or “we’re always havingto go back to stores for Xand Y’. It’s astart, and it’s
alsoremarkable how this basic approach can reveal much more, more quickly than a detailed forensic examination of variance reports.

NextStep Aprofessional Approach

It has long ceased to surprise us at Applied Acumen Limited to find that most businesses we work with have someserious flaws in the
way materials are managed. This applies to companies with reputations for robust systems and top flight managementas much as it

does for the less renowned family business experiencing growing pains, if not more so. In the latter we find people very much more
opentotheidea that there’s some work to do.

Typically, we find
. Standard yields far removedfrom reality ‘on the floor’
. Lack of understandingofthe effect of product mixon material yield
. Poor link between financial standards, coststandards and floorstandards
. Packaging running above a 2% loss, with packaging run outs poorly controlled
. Promotion mismanagementand mis-measurement
. NPD trials mismanaged and mis-measured, for example unrepresentative batch sizes
. Processes losses not well targeted (e.g. transfer losses)
. Night shifts notmeasured inany way like the dayshift

. Confusion between ‘prep’ or ‘mixing area performance and main production

These findings apply equally to those businesses running expensively installed ERP as much as those with Excel spreadsheets and
cigarette packets. Fortunately both canbe fixed, andby doing so areal measurable impact canbe made on the bottom line.

On average, with our support, management teams are ableto get aminimum 10% improvement in materialyields,and often very much
more.

Typical Excuses for not doing it
. We don’t havea problem/we are already operating at “world chss” yields (noone is)

. We haveteamslooking at this (So what, who doesn’t?)

. It's too difficult”

. The problem isa system one, not anoperational one (it is invariably both)

. We’re inthe middle ofan ITsystemchange(...andyou like burning money in the street?)

. That’s the supervisorsjob tocontrolit (andthe mountaineers job to climb, but smartones use Sherpas)



Missed Saving 4 Collaborative Buying

In many cases there is opportunity to developcollaborative buying relationships with others toachieve a better deal thanyou currently
are getting.

Utility charges are an obvious target. There are numerous brokers who exist with this sole purpose. They are able to get better prices
through scale (channelling a volume ofbusiness through them to the providers triggers better unit prices).

In larger companies there is often a central buying function whichcan be infuriating for satellites that are unable to capitalise on better
local prices. However, larger central buying functions have more influence over suppliers, and themselves capitalise upon their buying
power to negotiate the cheapest prices. This represents an opportunity, although not all larger companies realise it themselwes yet,
either.

Approach

It’s a good idea to pick a simple item, which is reasonably commoditised. Can you identify a company that might buy similar
commodities to yourself? Adding volume to their purchasing can only be of benefit to them —and if they are achieving a better unit
price, benefit to you also. It is likely they also have better paymentterms also, and it might be possible to take advantage of that too.
The simplest approach is usuallythe best also. Simplypick up the phone and try to get hold of the Purchasing Director. Unless they have
competition issues, or that person is dimmer or haughtier than they ought to be in that position (an unfortunate trait in many
purchasing professionals), they’ll be open to exploring the opportunities for collaborative buying. Be aware that you may actually be
getting a better unit price than your potential collaborator. It can therefore be prudent to offer to share any saving achieved by both
parties —inother words, you take a share of savings the collaborator achieves.

NextStep —A Professiona Approach

Purchasingis a specialist function, for which it helps to have a strategy, astructure, a process, and a system for managing that process.
People often make the mistake of believing that purchasing skill isone of point to pointnegotiation but thiswouldn’t be correct. Rather
like aniceberg, 9/10"™ of the power of purchasingis hidden.
In analysingbusinesses purchasing function, Applied Acumen review

. the spend structure and thesupply base to determine how efficientlyand effectively a client is buying (how many buyers is

enough, how many suppliersis “toomany”?)
. contracts and supply agreements
. negotiation levers (orabsence of)
. purchasing management control systems
. measures and kpi’s
. purchasing process
. purchasing strategy (including potential for collaborative partnerships)

Typically, by optimising a purchasing function a client can expectto see a measurable 3 — 5% saving year on year. With a company
material spend being over 50% cost of sales, say, thisis a good reason to do this job properly.

Typical Excuses for not doing it

. Our supplies are too specialist (What? - Allof them?)

. Idon’t know anyone we could approach

. It's not part ofour strategy (change the strategy, then)

. I'm a purchasing professional, and have forgottenmore than you’ll ever learn.

. We've just recruited a purchasing manager, so now is not a good time (“now” is the best time for anything).

Missed Saving 5 Laundry

Food manufacturing sites require thatshop floor employees wear various types of gearin the form of PPE, coats, boots and so on, and
in most a contractor is employedto launder these items regularly and at some expense.

What is also clear is that the competition for winning these contracts is immense. Understandably so: turnover is pretty much
guaranteed, and so longas there are no major events (dying everything pink, say), the contractis likely to be rolled over each year. It is
therefore an attractive businessto be in, quite simple and straightforward, and gets better withscale.

We recommend that you review your current laundry contract, and in tune with the current economic climate, suggest you ask for a
discount toretainthe business.

Approach

You are not seeking to put the hundry company out of business, and you do not wish for any reduction in service, but you are seeking
better economy.

As most businesses are incestuous, it is likely that by telephoning around for quotes for alternatives, this will alert your incumbent
contractor faster than ifyou call them directly. You should study the contract as it stands, know which clauses you need to observe in
order to either exit or amend the terms. Finally, you should be forthright and clear about your motivations and intentions. You are



seeking cost cuts in everyarea. Your margins are being squeezed by your customers (true), anditis only right that if the cow is being fed
thatlittle bit less, those feedingoff the teets needs totake a little less milk!
Whilst yourincumbent suppliercogitates yourproposition, your phone should bered hot chasing cheaper alternatives.

Nextstep A professional approach

Each analysis undertakenby Applied Acumenis different, scoped out to include areas where the client feelsthe most opportunity might
lie. On occasion we are asked toanalyse “wall to wall”, forexampe where a leader is simply looking for us to “flush out the biggame”
for subsequent prioritisation. Alternatiwvely in a turnaround situation where everypennycounts, no stone canbe leftunturned.

More often, an analysis will cover a number of areas, but will usually include a review of existing contracts with serviee suppliers in
some respect. Ina great many @ses we find that there are improvements that are warranted, some involving significant cost savings.
FM contractors are not untypical in making a larger margin than is deserved, butthey are by no mears alone. Certain chemical suppliers
to the food industry are notorious in their ability to tie up their clients in vicious supply agreements. We know of one company with over
€100k of hygiene chemicals in a storeroom gathering dust, with no hope of stopping the payment for and delivery of much more over
the next 18 months!

We suggestyou check yours today!

Typical Excuses for not d oing it

. It's arranged atagreed by someoneelse (e.g. “Group”)
. It's a contract we cannot change forx years.

. No one else can do asgood a job

. We do our own laundry

Missed Saving 6 Interim AgencyFees

The last 10 years in particular has seen a dramatic rise in the number of interim managers both in demand and in the market. Fuelling
thismarkethas been a number of factors, including

. the flatter structures of manyorganisations that cannotoperate effectively with a ‘hole’

. the demand for specific skills

. the increasing pace ofchangein organisations (leading tomore project basedapproach to objective achievement)

. the UK tax system (interims generally pay halfthetax therest of us pay)

. the increasing acceptance ofinterim contracts being ‘normal’

Of course, where there’sa market, there’s a market trader. Thereare now more interim providers than golf courses in Dubai. And like
all golf courses, there aresome good ones, some not so good ones, and some that are franklyinfuriating. All of them charge you a fee.
All of themexceptone, that is.

There is some debate as to whatan interim should cost (or charge). Thereis onlyone over arching rule:

An interim will always take a lower rate than they ask for, but this will still be more than you will want to pay.

Interestingly, rates have not really moved in the last 15 years. Wage inflation has beeneffectively decimated by oversupply (the same
can be saidof consultants, unless you’resilly enoughto be paying for a ‘big name).

There is also a supposed ‘rule of thumb’ that you will be told: that an interim expected daiy rate is the same as the position salary
divided by 100. Hence a €60k job would warrant a €600 per day rate. A word of caution here: there are plenty of people who are
overpaid at€60k.

If you then have to add an agency fee on top; some providers charge 15%, others try for a great deal more, and this can get to be very
expensive indeed. This is OK is you’re a bankoran irsurane company, and you get rewarded for throwing someone else’s morey at it
for fun, butfor therest ofus it sticks inthe throat.

So, avoid this altogether,and head for Applied Interims.

Approach

The approachis very simple, in that the daily rate is agreed by the client directly with the interim, and thereis no additional fee for the
client to pay.

In order to ensurethe right canddate is selected, therole needs to be defined, the objectives made clear, and care taken to put forward
candidatesthat are the best fit,and this is all done free of charge by Applied Interims.

NextStep —A professiona approach

Very often a company wil opt to pursue an interim route tosolving a particularresourcing need, andsometimes this is indeed the right
thingto do.Unfortunately it is a route often taken when a more considered option would be more suitable.



Moreand more wesee examples where interim managers are being askedto undertake rapid performance improvement initiatives.

Ever eagerto please, theindividual interim will never say “actually this is bigger than 1 am” —they will merely be weighing up how many
of their own colleagues they might beable to bringin! Thisis the equivalent ofa functional or divisional director being asked to do the

same thing but without specialist skills or additional specialist resource. It’s an easier decision to make (to hire an interim), certainly an
easier one to table (“I know someone”)and tostomach, than to mentionthe word ‘consultant’, which never goes down well. For those
thinking “I’d never use a consultant”, think of a mountaineer saying “I’d never use a Sherpa”, and your idea of what a consultant ought
to beshould change, along withyour view of what tolook forand why.

With regard to interims, as more people and companies become aware of the Applied Acumen payment by results approach, the
market will move to emuate it. This has already begun to happen in consulting. Eventuwally, starting with the contract market, everyone
will have atleast some elementoftheirreward baseduponmeasured delivery, rather than simply showing up for work.

Hence, when it becomes the norm and widely known that assignments, functional management and projects can be undertaken by a
performance improvement company on a measured results delivery basis, it will be (already is) foolish to place your eggs in one
interim’s basket, especially ifthere’s nodelivery related element tothe remuneration.

However, where functional improvement anda limited defined result is the goal, rather than transformation, step or cuture change,
never pay an agency fee —it’s a mugs game where you're the mug.

Typical Excuses for not d oing it

. We havean interim suplieralready(who chargesyou)

. Imyselfknow someone who could/would do it

. The interim won’t work on a contingency basis (you haven’t insisted)
. We don’t use interims (a good excuse, butonly iftrue)

. We like to payfor a service that we could otherwke get for free (not your money?)

Missed Saving 7 Packaging

Everything comesin packaging, whetherit’s a plasticreturnable tray, a vacuum sealed bag, ora cardboard box full of other boxes full of
bagged andpackaged items. Allof it comes ata price, and that price is invariablytoo high.

From over designed cardboard outers to unnecessary printed labels, there is always something to be saved in packaging The first and
easiest place tolook is not at your ownpackaging, however, but at the packaging from your suppliers. To change your own packaging is
usually quite involved, asit was probably developed and agreed with your customer, who you can be certain will not take kindly to any
unauthorised changes or alterations, and perhaps more pertinently will demand every cent of any saving you might even hope to have
realised by makinga change! Not fair, but realistic. Hence, you need to go back up your supply chain, and hunt for obsolescence. That’s
where youreasy win willbe.

Approach

Takeyour list of materialsand pareto the spend by value. Starting at the top, see how itis being delivered, the format of the delivery.
. Isit on blue pallets?
. Isitin cardboard?
. Are there any labels?

. Isthere anything printed on it?
. Any plastics?

. Isit shrink wrapped?

Can any ofthe operations be reduced o simplified? For example, most pallets do not need to be totally shrink wrapped for safe transit.
Could it be done by wrapping only the top two layers, for example?

Are the boxes coloured or printed? You’re paying for that. Do the boxes get a bar code printed on it that you don’t use? Or a label?
You’re paying for it. Who is paying for the blue pallet rental? Does it need to be transferred to a pallet that fits your warehouse bays?
It’s all incremental cost.

NextStep Aprofessionalapproach

Once supply chairs are established a business tends to move on. The interesting work that keeps the expensive office people busy,
happy andemployed is done, and what remains is a structure whose principle purpose is to expedite. To expedite the inbound pan, to
facilitate the production schedule, hit the deliveries for the day. If there is any spare capadty in the function beyond this, it will be
consumed by chasing stock, correcting errors in Bills of Materials and stock counts. Purchasing (the function) rarely encompasses any
serious incemental improvement work, not keast as it is nowhere near as exciting as beating up or being smooched by a supplier, but
more often it is considered small beer in comparisonwith the mainjob of reducing the supply base, seeking cheaper alterativesand so
on.

As highlighted above, the approach is relatively straight forward; it is merely a case of creating the right conditions for a coordnated
effort in this area, whichin essence means ensuring alignment between purchasing, operationsand finance. For example, it would be no



good to dedicate several days of studyand effort in makinga change to the format ofanitem to find purchasing intend to delist it the
following week!

A further advantage that our clients value in working with ws is that it genuinely does help to speed things up to have experts on hand
who know what they are looking for. We advise also that this is an ideal assignment also for the tining up of an internal resource,
perhaps even a graduate trainee, as thisis an ongoing exercise that impacts both internally and externally to the business, and is thus
great exposure forthe individual.

The next logical step is then to integrate this activity into the purchasing activity generaly.

Typical Excuses for not d oing it

. We haveteamslooking at this (howmuch saved so far?)

. We don’t haveanyoneto doit
. That’s apurchasingjob (so what?)

. Our supplierislarger than weare, so we have no leverage

Missed Saving 8 Samples

The technial requirements and regimes in modem food manufacturingare second to none. Clearly, food is something where corners
cannot be cut on safety,and certainly one shouldn’t contemplate ever missing or deliberately avoiding checks thatare part of the food
safety complianceregime. However, in very many sites we visit we find a disconnect between what the technical requirements actually
are,and thecustom and practicein play day today.

A first example concerns the requirement to take samples from each production run. In more enlightened businesses this is even built
into the standard losses in the Bills of Materials. However, it is often an allowance based upona certain runlength! Taking 3 units from
a run of 1000 is a small fraction. Taking 3 units from a more typial run of say, 100, is an easy way to make your yields look very bad
indeed. What allowances for samples do you have, and does this stack up against your average production run? This examination can
leadto a healthy debate about run lengths, samples and regimes, which isnevera bad idea.

Of course, amending your standards doesn’t actually save you any money! To do that you need to review what samples are actually
being taken.

Approach

The most commonreasons for taking samplesare
. Metal detection
. Taste panel
. Giveaway/weight check
. Quality (appearance)

. Date code checks

Now you should check where these samples are being taken from, and moreover, can any ofthem be combined? It is not unknown for
samples to be taken from the start, the middleand the end ofa run, for different samples to be taken for any and every reason, and for

samples actually taken to not be recorded as a QA cost (and thus be lost in whatever yield or operations consumption reporting may
exist).

NextStep A professionalapproach

Challenging any technical regime is always hard. Not only are there legislative requirements, but there exist also a whole subset of
behavioursand practices which may ormay not be the preserve of anincumbent technical manager or Director, who will be acting not
justin the best interests of the company, but will alsobe representing the interests of the customers.
It is therefore paramount that the analysis of sampling regimes is done with and driven by the technical management. The objective is
to arive ata sampling regime which provides the optimum solution — the technical objectives being met at the lowest cost. You are not
justlookingto cutthe number of samples for the sake of achievinga cost reduction!
The Technical/QA function in a food business can represent a substantial cost, usually attributed to overheads in an accounting sense,
andis rarely challenged other than by more forward thinking and commerciallyastute Directors less interested in empire building than
in profit improvement. Toactually make substantial (cost) improvements in the technical function it certainly helps to have expertise in
technical activity analysis techniques. Ina typical analysis, Applied Acumenwouldidentify realsable opportunity (real cash)in

. Headcount

. Swabs

. Cost of compliance

. Sampling
. NPD
. Trials

. Waste



Typical Excuses for not doing it

. We haveteams looking at this (howmuch saved so far?)
. We don’t haveanyoneto doit

. We have more compliance costs coming, not less
. We aredrivenby the demands of our customers

. lam Technical,and you will never limit myambitions fora huge empire

Missed Saving 9 The Improvement M anager

Many businesses now employ one or more individuals witha variation on the tite Continuous Improvement manager. Profiles for these
individuals vary greatly from firmto firm,

. Salaries ranging from €30k (“personwith knowledge of kaizen required...etc”)to

. Salaries over €100k (Business Improvement/Excellence Director...etc)

. Knowledge ranging from basic, through to ex-consultant ‘specialists’

Commonly, such positions are filled by line managers for whom a line no longer exists — too good to let go, but there’s no space for
theminthestructure anymore ft the level of capability). Alternatively, many are consutants bored with life out of a suitcase or lacking
the energy required to repeatedy deliver new results with different people. Over the last 10 years, companies have specifically gone out
to recruit people to fill specific positions.

What is interesting is that as good as these people may (or may not) be, they are rarely employed in any meaningful way, and most

often are wsed knowingly or unwittingly as a shield from external influence (shareholders, board members, investors, consultancy sales
people to name but a few). Moreover, it is a widely held view, correct in our view, that where consultants are employed for an
assignment, there comesa time whentheir impactisreduced, their effectiveness is lessened,and the businesses needs todemonstrate
sustainablerevisedbehaviours.Exactlythe same is true ofan internal ‘Cl’resource.

Such people can indeed add value, even pay for themselwes. However, we question how these resources are utilised, how they are
measured,and in exactlythe same wayas we ourselves work we should challenge the real value added — can the objectives you have be
achieved another, quicker, cheaper way? In the days when consultants got paid whether they delivered or not, and they generally left a
bad taste behind,and cost a fortune...perhaps employing internal resource as a cheapalternative was a good idea. Maybe get half the
result you're after, but ata tenthofthe cost! But thisis no longer true. You no longer have to compromise.

Be that as it may, you have two choicesto save money:
1. Transferthe responsihility for performanceimprovement to the people who ought to be doingit as part of theirjob (including

you).
2. Getmore fromyour resource

Approach

The very fact that this person is a permanent employee presents your first problem. Getting over the fact that you actually might like
them personally, even if you determine that the indvidual is surplus to requirements you have a redundancy cost to find. Secondly,
should you wish to bite the bulet, you will be in the awkward position of submitting to the business that you can do without this
resource. This could be perceived as bold, stupid, maverick or myopic, or all of the above. If you are headingup but one ofa number of
sitesand every other siteintends to refain this resource, you'll lookeven more maverick.

We would recommend in the short term that you set your CI manager some new targets, and that these ought to be banded. As a
minimum, they ought to save double their own salary, including all add on costs. This needs to be measurable in the acounts, which
theyalso ought to ensure by working with the financial controller. It is important to ensure itis double thesalary as you are looking to
bank the redundancy cost, in @ase you need it. The larger the Cl organisation, the higher the saving needs to be, of course. Those
Business Improvement Directors are usually not cheap, but their initiatives will need to feed the double salary objectives of everyone
under theirremit.

As a bare minimum, you can get your Cl resource to implement any of the quick wins we’ve highlighted in this paper that you haven’t
already done!

NextStep A professional approach

In looking at a business it is easy to see why so many Cl managersare employed. Many will be able to claim to be savingat least their
own cost and usually many multiples of that cost, and thus it becomes a ‘no brainer’. However, at Applied Acumenwe have seena great
many businesses with improvement managersofonesort oranother simply underperform andin some cases go tothe wall.

The reason for this is simple, but all too common. The activity is usually conducted at a low level, in isolation from the real business
numbers. Not a bad thing to engage in making savings wherever you can find them, but on its own it can prove lethal. Certain
consultancies we know are guilty of it too. Taking a client on a ‘lean journey’ for example, is all welland good, but not ifthey’re going
out of business! The same errors are seen repeated with many CAPEX decisionsalso. Spend X, get X back inside one year. How about:
get what you have performing better, don’t spend X,and save 2 X?



Resource dedicated to continuous improvement hasits time and place, but should not then be used as a panacea for making the bolder

step changes which most businesses now need to consider routinely to stay ahead of the game. Despite widespread acceptance of the
increasing pace of change, and better managment education and awareness, the implications of this latter point have still nat been

taken on board bymany company boards.

In addition, despite the wealth of evidence to the contrary, counterintuitive decisiors are made every day in companies regarding
exercises in transformation. Everyone recognises it asa massive challenge to be done properly, hugely damaging if done poorly, that can
for even the very best person at times feel like herdng mice tipped out of an upturned bucket. Yet for all this, how many companies
think “we can do this ourselves”? The answer should be pretty much all of them if they are thinking properly! The issue eweryone
grapples with is this: thatto do otherwise is viewed asan expensive and even more difficult option.

Typical Excuses for not dooing it

. We already have consultants we like (that’s good,so longas they represent measured value added)
. We don’t use consultants (sosays the sherpa-less mountaineerwho’ll never make the big climbs)

. Our Cl team dothis work (no, they don’t)

. We are performing very well (could easily be proven otherwise)

. We have operations consultants (good, butit’s not just about operations)
. Consultants charge too much (yes, they do)

. We canonly take on so muchchange (let’s stop the world so you can get off?)
. Ican useinterims (yes, but notas analtermative)

. There’sno budget forit (goodanswer to get the right consultant!)

Missed Saving 10 Hygiene Operations

Hygiene operatiors are aspecialist activity within food production, requiring quite specific training and skills. It is critical ina number of
key respects, and if it goes wrong, it cango catastrophicallywrong™'.

Allergen control, or lack of it, can result in one of your customers dyingand potentially the directors of the company going to prison.
Poor quality produce delivered as a result of hygiene deficiencies, for example contamination, can result at the very least in costly
withdrawak and recalls, on top of the potentially disastrous PR that such an event can entail.

Finally, poorly executed hygieneis often the underlying cause of much downtime in food production environments. This downtime can
range from the production lines simply not being ready in time, to the equipment itself being faultyand in need of engineering repair
before it can be used again (wet solenoids is a particular favourite of many an engineering technician). It is particularly galling in many
factories for the engineering manager who is often berated for poor performance, where the engineering budget is routinely blown
each week, and for the production manager, certainly rarely a specialist in hygiene opemtions, to be berated for routinely low
productivity or unplannedovertime.

So itis no surprise with so much at stake that when it comes to taking cost out of hygiene, there is animmediate negative gut feeling
thatit can’t be a good thing. Performance needs to get better, andas far as the hygiene manager (ifthere is one) s concerned, this can
only be achieved with more money, not less! The production manager is not about to accept a lower standard, and similarly the
technical manager wants higherstandards and more cleaning, notleast to keepup with the incoming legislation (this lastphrase can be
usedat anytime you like —there’s always a new standard comingthrough, an upgrade demanded bya customer, new legislation, orall
three).

Finally, there may be a specialist company to whom the hygiene activity has been outsourced. Exactly the same issues apply, but the
liability for the issues falk onto the outsourced partner company. Often these outsourcing companies insist on mutiple year contracts,
claiming this as necessary perhaps to jwstify any investmentthey may make in facilities or training etc. In such cases, the incentive to re-
examine costs in this areais onestep removed, and works as a great excuse to donothing, of course.

So where’sthe opportunity?

CHANCES ARE IT'SIN DIRECT LABOUR

Why?

Take a lookat your hygiene crew. Firsty, we bet that a good many of them are agency temps. Bearing in mind everything we have just
written above about the critical nature of this activity, how gettingit rightis so important, andthen compare with your other operations
personnel or office stafftheir terms and conditions, development and training, level of interaction with peers and managers, working
environment, invdvement in the company culture, the mamagement systems and controls in place (or not) to challenge and nurture the
rightbehaviours.

Secondly, when does your hygiene activity get done? When was the lasttime you spent an entire night with that crew? We’ve been to
(toomany)placeswhere the Supervisor doesn’t evenspendthe shift withtheir crew!

Thirdly, to whom does the crew report? The technical manager has a vested interest to protect the company and the customer, to
deliver standards and quality, not to deliver productivity. The production manager has to deliver everything of course, but is the
production manager trained and versed in the management of hygiene operations? Without this specialist knowledge, has as much
thought gone intocalculating the rightnumber of crew for the hygiene activity as has gone intomanning the production lines?



Approach

A first pass, and an easywin, is simplyto do your homeworkand challenge the hygiene managementon direct labour.

Spend a shift with the crew, observe the activity and see who does what. Do they all workin the same way, do they work as hard or as
diligently as your other operatives? You’ll quickly spot the opportunity, and be in a position to have a debate on the relationship
between the activity andthe time it istakingto get the standard you areseeking evenifyou have little or no hygiene knowledge.

In almost every factory or business we have encountered, the hygiene and cleaning staff are almost viewed as part of the furniture.
Everyone ignores the actual activity taking plce, either because it is out of sight (on nights, say) or out of mind (cleaning is not getting
theorder completed, which is the thing that has everyone’s attention).

There alsois often a lack of a link between presence and difference. Having a person walk around with a brush is not thesamething as
having clean floors, yet most businesses have the former and not the latter. Step back for a minute and take a look. Can you really tell
the difference? Clearly, if in a chilled manufacturing hall you havea dedicated crew applying foam and washing down etc, a procedure
that needs to be done, perhaps. A depositor head is removed, washed, dried, replaced; again it is obvious what has been done.
However, not all activityis so well defined. Emptyingthe bins, sweepingthe floor, keeping theyard clear...

Simply putting a focus on this function and activity allows a debate to be entered that is long overdue. If the hygiene reports into
someone else (e.g. a Technical Director or ather Senior), you simply need to ensure you have enough evidence to make your case.
Invariably, a first pass will yield one FTE, usually a temp, usually someone not directly involved or skilled in a technical capadty, and
additionally your observation will enable the idertification of areas where improwed diligence will yield a better standard being
achieved.

A word of caution. Where there is a genuine reluctance to reduce costs (heads) in hygiene, it is \ital to manage the outcomes very
carefully. Unless you trial properly, observe and measure properly, and demonstrate beyond any doubt the efficacy ofany new regime,
you can guarantee thatthe standard will drop, and your technical manager will rightly be stood before you screaming blue murder.
Avoid this situation by ensuring that the standard is demonstrably achieved, that the reduction in man hours achieved is actuallya
reduction in the idle hours, the lost hours spent by those agency temps not working in the right way, and the better organisation and
management of the hygiene team. Your aim should always be to achieve a higher standard.

Next Step — A Professional Approach

What we have outlined above is merely a quick win approach to making a small and rapid saving. As would be expected, we would
certainly recommend a more thorough investigation and analysis by a professional team experienced and skilled in the specifics of
hygiene operations, as we have certainly found thatclients can achieve significant benefits in doing so.

Such an amalysis would involve a much more thorough observation of the activity being undertaken, a review of the standards being
achieved (at what cost)and the management controls and measures in place to manage and sustain a required level of performance.
Photographic and video analyis would add to the weight of evidence to enable the right decisions to be made on resources,
development needs, standards achievement and so on. Typically our specialist hygiene operatiors divison Acumen Environmenta
would expect to see a reduction of 10%- 15% in direct labour, but more importantly would see standards improve through the
development of skilled and motivatedstaff, and is most often the driver forimprovements rather than simpy cost.

Finally, beware the outsource ‘partner that asks you to sign up toa contract after only a walk around the facility and a brief perusal of
thefigures. Theirprofit is your profit, and youdon’t need to give so muchof it away.

Typical Excuses for not doing it

. We aren’t achieving the standard with the resource we have now (probably true)
. We need more people, not less

. It’s outsourced, so we can’ttake out cost Ac u m e n

. The people are all ‘workingflat out’ ENVIRONMENTAL
. We don’t haveany hygiene crew [sic]

. Hygiene is tooimportant tohave someone else look at it (sic)
. We operate Clean As You Go, so isintegral to operations (CAYG is NOT hygiene)
. It’s a technical matter, not operations.



"http://blog.linkedin.com/2010/12/14/2010-top10-profile-buzzwords/

T http://247wallst.com/2010/02 /08 /disgraced-former-merrill-ceo-get-top-cit-job/ ,
http://experts.blogs.lincoln.ac.uk/2010/04/28/leaders-pay-restraint/

?" http://en .wikipedia.org/wiki/Toyota Production System

" At the time of writing, onelarge electronic componentcompany advertises fora “Continuous Improvement
Business Partner”, with the group leadership havingidentified continuous improvement as a key priority for 2011.
Firstly, they areactually talking about recruiting an employee, not a business partner. One might excusethis as
confused HR-speak, but clearly the cludessness extends throughout— “continuous improvement has been
identified as a key priority for 2011” —really? That must have taken an ageand several board room cups of tea to
conjure. Finally, whaton earth are their other 11,000 existing employees supposed to be thinkingand doing?

¥ http://en.wikipedia.org/wiki/in Search of Excellence#Criticisms,
http://www.businessweek.com/magazine/content/01 49/b3760040.htm

“ http://www.sap.com/uk/campaign/2010_07_CROSS_SME_RC/index.epx?URL_ID=CRM-GB10-RDC-
BBXB&campaigncode=CRM-GB10-RDC-
BBXB&source=gawukmds01&dna=85765,8,0,110421078,770054389,1292939927 sap+advert+for+sme, 26799634,
6215100529

"" an example is where the quality of inbound fruit was of such variable quality (seasonally driven/source driven)
that it was perceived as being impossible to track to any kind of standard, and thus drive performance. In this case
we developed an agile inbound yield measure and tracking system that tied into financial standards and product
costings. The result was to enable the company to negotiate the right price per consignment, and establish the
(right) margin for the product dependent upon the time of year. Itis interesting to note that this same client was
being short supplied on several products, too!

" http ://www .food.gov.uk/enforcement/alerts /2010/ carries just the examplesin the UK for 2010 alone. See
http://www .fsai.ie/ for plenty of examples of food companies beingclosed downin Irdand (7 in the month of June
2010 alone!).
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