Reducing Labor Costs and
Optimizing Your Workforce
In the Recovery Economy
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<OTZA  Today's Agenda
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“* Moving from Recession to Recovery in Distribution
*+ Achieving High Performance: What are the Options?
** Weighing the Benefits and Risks

** Reaching Your Recovery or Post-Recession Goals

*» Considering Managed Services: Focus Products Group
Case Study
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OTZA How the Recession has
v . . .
Achieve Supply Chain Excellence Im paCtEd DIStrI bUtlon

“* Pre-Recession: Life was Good
<>Add staff was easy
<>When you needed equipment...you got it
<Few issues with overtime

¢ During the Recession: Hitting the Brakes
<>Bare bones operating mentality
<Tighter budgets and limited spending
<-Changes in customer order patterns

<-“Do more with less” has become the norm

www.tza.com
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Recovery or
Double Dip? }

v

www.tza.com



< TZA Moving Toward Recovery?
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*+ The Reality in Distribution:

<-Short staffed or supplementing staff with temporary
workers

<>When you can hire, tough competition for quality workers
<-Healthcare/fringe benefits costs rising

<Need better tools but cannot invest

<-Unrealistic ROI expectation (RBI)

<-Union activity is extremely aggressive

www.tza.com 6



“TZA  What are we seeing happening?
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3 Workforce
Strategies

DIY 3PL

Outsourcing

Staffing
Firms

www.tza.com 7



OTZA Do It Yourself
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*» Benefits
<>Leverage existing assets

<>No loss of knowledge

<>Maintain full control over operation

** Risks
<-Status quo while competition improves technology, efficiencies
<>Fixed vs. variable cost structures

<-Often uses staffing for flexible workforce

<>Need to avoid co-employment issues

www.tza.com



<OTZA  Staffing Firms
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+» Benefits

<>Leverage existing assets and maintain internal operating
knowledge

<>Flexibility
<>Reduced fringe costs

<>Quick response to staffing needs
** Risks
<-Short term solution without any operational value add

<-Co-employment issues

<Turnover; training, efficiency, quality

www.tza.com



< TZA 3PL Outsourcing
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+* Benefits

<>Leverage the buying power, credit rating or capital of major
organizations

<-Access to improved technology and the intellectual property
developed from working with many clients

<-More flexibility and potentially more variable costs

<Allows organization to focus on core competencies
“* Risks
<-Knowledge transfer and loss of control

<-Often expensive: typical ROl is over a 3to 5 year term

www.tza.com
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OTZA Post Recession Goal
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Counter the demand to
“Do more with less” by achieving a
high performance workforce.

What is possible based on what
TZA has seen in marketplace...

www.tza.com
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Quality of Supervision

Basic Average Good
(Tasking) (Feedback) | (Coaching)

LMS/ELS & Individual

| -10% +10% +25%
Incentives
LMS w/Engineered Labor -15% 0%
Standards
LMS w/ Reason_able -30% -15% -10%
Expectancy (Designed)
Historical 5 0
(Past performance) 7 @ e

(No standards)
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<TZA  Observed Workforce Maturity
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Company Distribution by Workforce Productivity

60% 25% 10% 5%

Basic Measured Engineered High
Performance Performance Performance Performance

Maturity Level
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OTZA What is a High Performance
o me Workforce?

*» A workforce and operation that:

Eliminates barriers through the use of LEAN techniques, best
practices and well defined, continuous improvement programs

Uses dynamic, engineered work standards

Has formal education and organizational development programs
at all levels of the operation

Utilizes well defined and self funded incentive and discipline
programs to promote a performance based culture

Leverages labor management technology and executive
dashboard reporting

Www.tza.com 14



Achieve Supply Chain Excellence

Focus Products Strategy for Achieving
A High Performance Workforce

www.tza.com



., Case Study:
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Achieve Supply Chain Excellence F O C u S P ro d u CtS G ro u p

¢ Distributor of kitchen, foodservice and bath products
*»» Growth-oriented company

% $150 million revenue

*» DC is 150,000 square feet

* 50 — 70 associates depending on season

www.tza.com
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< TZA Focus Products Story
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< DIY
** What they did
+» Searched for LMP

* Settled on Managed Services

www.tza.com
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OTZA Key Reasons Focus Took the
e e Managed Services Approach

*» A High Performance Workforce typically costs 15%—-30%
less in payroll expense than less mature operations

¢ Turnover is significantly reduced through better employee
expectations, performance based culture and incentive
based pay programs

*» Better quality and safety are achieved through training,
accountability and retention programs

www.tza.com 18



®, Advantages of the
<> .
"TZA Managed Services Approach

3 -9 month ROI

“ Low risk

“* Knowledge transfer risk reduction

¢ Asset utilization

» State of the art labor tracking and planning technology

* Onsite change management partner

www.tza.com
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<>TZA  Current Project Results
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*»» Workforce transition on 4/4

¢ Less than 3% turnover during the transition
¢ 14% headcount reduction

*» Overtime hours are down approximately 60%

*» Positive cultural impacts

www.tza.com
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O
OTZA Managed Services at Focus
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People (Workforce)
Transition, Compensation, Safety

Process

Components LEAN, SOP's, Engineered
of a High

Standards

Performance n
echnology
Wo rka fce ProTrack Software Suite

Performance

Guaranteed savings, piece rates,
gain share, fixed mgt fees

Wwww.tza.com 21



COTZA Focus Managed Services
Implementation

Performance
Assessment Design Transition Implement Management

Business BP’'s & SOP’s
Impact

Reduction

Communication
Strategy

Business
Impact Plan

LEAN - Best
Practice

MHE Development

Employee
Information
Gathering

Recruiting

Engineered
Standards

Organization &
Leadership

Discipline and Monitoring

Incentive Plans Quarterly
Business
Reviews

Recruiting
Strategy
On-boarding
Process
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C}TZA Comparing Workforce Solutions
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Staffing Managed

Firms Services

Human Resources

Recruiting Yes Yes Yes
Benefits Admin Yes Yes Yes
Safety Programs No Yes Yes
On-site management No Yes Yes
Organizational Development No Limited Yes

Performance Operations

Best Practices No Yes Yes
Engineered Processes No Limited Yes
Dynamic Performance Standards No Limited Yes
Labor Management System Software No No Yes
Performance Dashboard No No Yes
Incentive and Discipline Programs No Limited Yes
Operational Accountability No Yes Yes
Guaranteed Piece Rates No Limited Yes
Guaranteed Service Levels No Yes Yes

Continuous Improvement

Workforce Training No Yes Yes
Strategic Planning No Yes Yes
Network Design No Yes Yes
Facility Design and Layout No Yes Yes
Slotting No Limited Yes
Asset Management

Warehouse own / lease No Yes No
Equipment Purchase No Yes No
Value

Savings Potential vs. DIY -25% -15% to 10% 15% to 30%

Timeline to Savings N/A 18+ months 2 to 4 months




Information & Resources

 Learn more about TZA Managed Services:
www.tza.com/managed_services.aspx

 Learn more about Focus Products Group: www.focuspg.com

 Download “3 Strategies for Improving Workforce Productivity
white paper: http://bit.ly/vPb32x

* View “Building A High Performance Workforce in Distribution”
on-demand webinar: http://bit.ly/qqlYCf




