SUCCESS STORIES

LANSING TOOL & ENGINEERING

Continuous Improvement Propels Lansing Tool & Engineering into Overdrive

Pat O'Mara, President of
Lansing Tool & Engineering
(LTE), has come a long way
since pawning his toals and
working out of his car to
fund the dream of opening
his own tool & die company.
Mr. O'Mara and his partner
started LTE in 1997 after
gaining more than 15 years
experience working in the
tool & die industry. Today,
LTE has $6 million in annual
sales and is an industry
leader, providing tools for
many Tier One and OEM
companies; including
General Motors and
Whirlpool.

How has LTE
survived in these
rough times for
tooling

companies?

The answer is simple: they
are able to compete because
they are constantly refining
internal processes, improving
guality, and getfing lean by
removing waste from their
processes,

Lansing Tool and Engineering
first worked with the
Michigan Manufacturing
Technology Center (MMTC),
part of the Hollings
Manufacturing Extension
Partnership (MEP) program,
through a tooling pllot
project. This joint initiative
with the MMTC, the Center
for Automotive Research

(CAR}, and the Michigan
Economic Development
Corporation (MEDC) was
specifically established to
work collaboratively with the
tool & die industry. The
goals of the tooling initiative
were a perfect fit with the
values of LTE's manage-
ment team. Pat O'Mara has
always strived fo run a lean
and efficient business. The
tooling pilot prompted Pat
to continue his relationship
with the MMTC beyond the
parameters of the original
project. MMTC and LTE staff
partnered on operational
assessments, lean and
guality initiatives that
helped improve LTE's
bottom line.

Working with the MMTC,
Lansing Tool and
Engineering was able to
make a number of changes.
First, and most helpful, was
the assessment of factory
processes, Assessment s
the first stage of any
comprehensive work with an
MMTC client, allowing bath
the MMTC and the client to
see the scope of the
improvements needed and
where immediate gains can
be realized, For example,
the MMTC was able to make
a recommendation that LTE
stop running one of their
older and slower machines
and instead send that work
to another company. The
resulting change led to
immediate gains in LTE's

bottam line. The wark was
sent to another firm located
in Grand Rapids, therefore
MMTC's recommendation
was able to benefit both the
client and another Michigan
company,

Moving this work allowed for
an investment in a8 new
bridge mill and three new
CNC machines. These new
machines run 24 hours a day
5 days a week, and resulted
in the hiring of an additional
& employees. The investment
in equipment and labor was
a direct result of work with
MMTC.

On the quality side, the
MMTC helped Lansing Tool
and Engineering document
and measure their processes,
At first, the company was
uncertain as to how many
process steps were being
used to complete the
engineering and production of
a product Together, LTE staff
and the MMTC were able to
document over 186 steps in
the process. Documenting
these individual process
steps was the first part in
reducing the process time
and expense, which has
resulted in lower costs and
improved quality for Lansing
Tool's customers,

The nitial documentation
process led to IS0
certification for LTE. The
investment in 150
certification has paid off In
increased business, internal

quality checks and improved
customer quality. Now, when
the GM auditors come to the
plant, the company is able
to give them the 150 book
that documents each job
and process at the company.

The use of the Value Stream
Mapping process, a standard
lean manufacturing tool, and
work standardization helped
the company Identify where
large cost savings were
realized. For example, tool
design work was moved in-
house, When LTE used an
outside company for design
work It would take 800 hours
for the firm to design the toal
and then LTE would put in
an additional 300 hours
revamping the design in-
house, Mow, Lansing Tool is
able to put a total of 250
hours worth of design into
each tool, resulting in a 70%
cost savings on the design
side.

The price of steel has gone
up 50% over 2 years,
however, by being flexible
and changing to new
processes the company has
been able to maintain prices
even with Increased material
costs. Through efficiency,
LTE was able to reduce
overtime costs by $146,000,
helping them remain
competitive with other firms,
Pat O'Mara says, "There is
not a lot of control over
material costs. We can’t
control the price of steel.”

fcontinped on page 1.2/
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ethanal production and
induce gas stations fo offer
ES5. But until someone
builds |arge-scale plants to
refine celluosic waste (think
corn husks, not corm kernels)
into ethanol, ethanol is just
farm pork. If it's ever cheaper
per BTU at the pump, it will
be because of our tax
dollars. Lots of fossil fuels
are needed to plant, fertilize,
grow, harvest, and process
corn, and ethanaol has much
less energy per gallon than
gasoline. The worst thing
about the E85 scam,
however, is that it dverts GM
and Ford from the real task
making more fuelefficient
vehicles, including hybrids
and small-displacement
diesels. Going down the EBS
road cedes the high-mpg
market to Toyota and

Honda. Nowhere is higher-
mpg more needed than in
the Big Three's true trucks,
for which EB5 offers no
salvation, just a larger {and
hence heavier) fuel tank ...
and higher taxes to pay for
the farm and refiner
subsidies.

So much for what the Big
Three should and would do,
if we were running them,
But what should suppliers
do? We take away these
lessons from the analysis;

Don't Forget Cars.

Cars will be more important
than they were going to be,
remaining essentially flat
through the forecast period
while true trucks decline,
especially between now and
2008. That stability in car
volumes should be exploited

to help maintain base
volume. In fact, in Morth
America, the news 15 even
better; imports fall, so
domestic production should
be higher in 2008-2011 than
this year

Grow with Car-Like
Trucks. There are going
to be 670,000 more of
them sold in 2011 than in
2005,

Grow with the Trans-
plants, Their sales will rise
700,000 units between now
and 2009, If the dollar
weakens further, which the
trade deficit suggests it will,
they will accelerate their
sourcing to US suppliers.

Don't ignore Hybrids,

especially at the transplants.

E85, Hezbaollah, and
Kerkorian aside, there are
going to be a lot of hybrids
assembled and sold in the
US, especially by Toyota
and Honda. Like us, you
need to stay current on
plans for these vehicles,
and get aboard the train.
This is, of course,
particularly true if you make
powertrain parts, but also
applies to chassis electrical
suppliers.

Don’'t Bet the Farm on
True Trucks

Enough said above. Pickup
sales reaction to high fuel
prices may turn out not to
be so different from SUV's.
This segment continues to
offer large programs with
many niche vehicles, so
don’t leave. Just don't over-
commit. 1l

“We don't get labor costs
under control then high labor
and high material costs
together would create huge
price pressures on our
customers. By reducing
direct labar costs we are
able to cope with high
material costs, This is the
main reason that we have
been able to carry forward.”

The results of the MMTC's
work with Lansing Tool and
Engineering have been
phenomenal. In total, LTE
has realized a huge return on
their investment in training,
quality and lean processes
at the company. President
Pat O'Mara, sums up the
work with MMTC's
consultants by saying
“Bringing someone fo the
fable that has experience
with all of these other
companies s almost ke
cheating.”

“Working with
MMTC's
consultants we
were able to see
how we compared
to other com-
panies. They were
able to bring a
contracted big-
picture
perspective to our
company and that
made a huge
difference to us
and ultimately to
our customers. s
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