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Enterprise-Wide Lean Operating

System Links/Strategy to Execution

Client

Carlisle Companies is a global diversified
industrial manufacturer founded in 1917,
with more than 180 locations worldwide.

Challenge

The company wanted to accelerate value
creation by aggressively growing sales,
improving operating margins, growing
internationally, reducing working capital,
and improving return on invested capital.

Solution

With an immediate focus on improving
operating margins and reducing working
capital, TBM Consulting Group helped
Carlisle create and roll out the Carlisle
Operating System (COS) across all of its
global businesses.

Results

» EBIT up 11%, working capital as a
percentage of sales down from 30.4
to 21.9%

- $70 million in cost savings
2 million ft2 reduction in floor space,

- And some additional financial
performance were attributed to the
Carlisle Operating System (COS).

TBM helps Carlisle Companies Inc. implement a lean
Management System that links strategic objectives

and continuous improvement activities to achieve clear
business results across all global locations, and growing.

Carlisle Operating System Links Strategy
to Execution, Delivers Dramatic Returns

Like most U.S. manufacturers, Carlisle Companies Inc. had been
using various lean and Six Sigma tools to make operational
improvements for decades. But even though Carlisle was keeping
up with competitors in its three primary sectors and consistently
outperforming the S&P 500 index, something was missing. That
something was clear to CEO David Roberts when he first started
visiting the plants after joining the company in 2007.

“l was tired of hearing about lower-
cost manufacturing in China. | was
convinced that if we did the right
things, we could compete with China.”

— David Roberts,
Carlisle Chairman, President and CEO

“When | walked into a factory, | would have no idea how they
measured productivity,” he recalls. “Every plant measured it
differently. It was obvious that we needed a consistent operating
method for all of our factories.”

But consistently measuring productivity was just the start. There
were, Roberts believed, significant opportunities to perform better,
much better in fact. “Frankly, | was tired of hearing about lower-cost
manufacturing in China. | was convinced that if we did the right things
in the organization, we could compete with China.”


https://www.tbmcg.co.uk/

After rolling out the Carlisle Operating System (COS) almost four years
ago, the company has started to realize many of those opportunities.
COS initiatives have generated more than $70 million in cost savings
and reduced the company’s manufacturing and warehousing footprint
by nearly two million square feet. Like most U.S. companies, Carlisle
saw revenues fall during the recession. But unlike most others, the
company’s net income increased that year, in part because of its COS
initiatives. For 2011 Carlisle posted record sales of $3.2 billion, up 28
percent over 2010.

“Because of the productivity improvements that we’ve implemented,
we’ve even brought work out of our China plants and back into the
United States. We're cost competitive with the Chinese, particularly
with the cost of wages in China going up,” Roberts reports.

Such results, company leaders are convinced, are only the beginning.
Rolling out COS across five major business units—which operate fairly
independently—and 75 manufacturing locations worldwide has been
no small feat. What ties everything together at Carlisle, as this case
study reviews, is strong leadership engagement; a clear alignment
between improvement priorities and five-year business goals; and a
uniform, clearly communicated operating system that continues to
expand as Carlisle’s needs evolve.

Begin With the End in Mind

An overview of the Carlisle Operating System doesn’t start with the
elements of the system itself. It starts with Carlisle’s strategic vision.
As stated in the company’s annual report, Carlisle’s road map to 2014
has five key targets: global sales of $5 billion, an operating margin
increase to 15 percent, an increase in sales from outside the United
States to 30 percent, a reduction in working capital to 15 percent

of sales, and a total return on invested capital of 15 percent. Each
business unit has its own roadmap with specific targets that, when
achieved, will roll up to the corporate objectives. Those targets are
fixed and don’t change from year to year (See Q&A with CEO David
Roberts, last page).

How each unit will achieve its objectives is determined during

the “strategic deployment” process, which establishes annual
improvement priorities (AIPs) and key performance indicators (KPls) at
every level of the business. Also known as policy deployment, hoshin
kanri or hoshin planning, strategic deployment is an execution tool
that aligns business improvement activity with a company’s near-

and longer-term objectives and strategy. Monthly management team
reviews of performance metrics, linked to their objectives, maintain
focus and prompt fast corrective action when any area falls behind.

Carlisle’s-Five
Operating Businesses

1. Carlisle Construction Materials
Manufactures roofing systems for non-
residential low-slope roofs. 2011 sales of
$1.48 billion

2. Carlisle Transportation Products
Manufactures medium to small bias
pneumatic tires, radial trailer tires,
plastic and steel wheels, and industrial
belts and related components. 2011 sales
of $732 million.

3. Carlisle Brake & Friction
Manufactures braking systems for
off-highway industrial, agricultural

and military equipment, and friction
materials for clutch, brake, transmission
and industrial motion control systems.
2011 sales of $473 million.

4. Carlisle Interconnect Technologies
Designs and makes wire, cable and
assemblies for Aerospace. It also
manufactures RF/microwave cable
connectors and assemblies, and
medical cable assemblies. 2011 sales of
$300 million.

5. Carlisle FoodService Products

Manufactures and markets commercial
and institutional Foodservice permanent
ware, table coverings, cookware and
supplies; industrial brooms, brushes,
mops and rotary brushes; and
disposable food containers and covers.
2011 sales of $236 million.




The approach forces leaders—and the organization as a
whole—to focus on a small number of initiatives that will
make the biggest impact on growth and profitability.

“In the beginning, each of our businesses had six, seven
or eight AlPs. Now each business has three or four,” says
Mike Voigt, Vice President of COS. “You have to be able
to resource them right. You’re better off working on the
business and executing three AlPs really well.”

Roberts created the executive-level COS position in 2009
to emphasize its importance to the corporation. Today,
well over half of Carlisle’s workforce has received COS
training, mostly in the context of kaizen events. To date,
the company has conducted 1,500 weeklong and point
kaizen improvement events. It continues to run roughly
one each month at all of its facilities, and sometimes at
supplier sites as well.

To sustain its progress Carlisle audits COS-related
performance improvement using a three-level assessment
process (bronze, silver and gold). As part of planning and
review meetings, Voigt and the site managers review the
current state of kaizen events for the previous six months.

“We go out to the gemba and audit past kaizen events,”
Voigt explains. “Are we sustaining our gains? Are we
hitting the objectives that we set? Did they roll up to the
financials? Did we get the homework done? Auditing
those past kaizen events teaches us what is working well
and what is not working that we need to adjust.”

Carlisle also regularly assesses how each site is doing in
terms of management behavior with a process known as
managing for daily improvement (MDI). MDI is at the heart
of the Carlisle Operating System. During the initial rollout
of COS, TBM helped the company adapt the MDI principles
to Carlisle’s requirements.The program includes SQDC
boards (for safety, quality, delivery and cost) that display
performance in each work area and for the whole site and
sustainment of 5S. The metrics displayed on the boards
align with the overall business and corporate goals.

During daily facility walkthroughs, plant managers
review performance in each department and work cell,
noting areas that require action. The system has instilled
accountability and ownership for daily decisions and
forced cross-functional cooperation.

“Now | can walk into any factory or distribution center
and those boards are there,” Roberts says. “The
measurements are different. They might be measuring

a different cost metric in a tire plant from what
they’remeasuring in a foodservice product plant. But at
least | can understand what they’re trying to measure, see
thatthey’re measuring it every day, see that they’re going
on their walks every day, and see if they have corrective
actions in place for any issues that have come up.”

Because it requires a change in management thought
processes and behavior, it takes time to implement such
a program. In the beginning, managers didn’t really know
what they were supposed to be doing on the walks. One
of the unique aspects of the Carlisle MDI program is the
three maturity levels. Each level represents a higher level
of sophistication. After a particular practice has been
fully adopted, Carlisle managers know what they need to
do next to be even more effective.

“As painful as 2009 was,

it created an environment
for change.... The recession
created a mindset to do
whatever we needed to do to
make sure we didn’t have to
go through that again.”

— Mike Voigt,
V.P. of Carlisle Operating System

| remember after they’d been doing the walks for several
weeks in one of the facilities, some of the supervisors
called me over,” Voigt recalls. “They said, ‘This is the

best thing we’'ve ever done. For years we’ve been living
with incorrect order information, defective parts from
upstream processes, and other problems. The Operations
management staff are noting it and making somebody
responsible for doing something about it.” Right there, in a
nutshell, is the power of MDI.”
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An integral part of Carlisle’s strategy to improve financial results, COS efforts
contributed to a 40% increase in earnings before interest and taxes (EBIT), and
helped offset raw material price increases and other expenses.
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and implementation of best payment practices, have
improved Carlisle’s working capital and return on invested
capital metrics.

Sources: Carlisle 2010 annual report, 2011 annual report, and fourth quarter 2011 earnings presentation.




Influential Leadership in Action

As noted above, strategy deployment, common metrics,
MDI, ongoing assessments and many other elements

of the Carlisle Operating System are designed to help
Carlisle’s plants sustain the progress that they make and
continue improving. Many of them have been applying
lean manufacturing in various forms for years, to varying
degrees of success.

Support from the CEO, division presidents and the board
is what sets the current effort apart, according to Voigt.
Any management personnel who didn’t really support
COS when it launched have moved on. The 2008-2009
economic recession, which happened soon after launch,
helped the program gain traction as well.

“As painful as 2009 was, it created an environment
for change,” Voigt says. “Many of our businesses were
working three or four days a week, or working 30 to
32 hours. And we had layoffs. The recession created a

mindset to do whatever we needed to do to make sure we

didn’t have to go through that again.”

As the corporate representative for COS, Voigt’s job

is to provide communication, resources and support
where and when they are needed. It’s a role that can’t be
accomplished from company headquarters. He traveled
49 weeks last year, sharing knowledge and finding

“nuggets”—or best practices—that he could bring back to

the group.

One of the best ways that Carlisle has found to share
knowledge and expertise across the organization is
through periodic COS conferences. They’ve conducted
several in various regions of the world that bring together
division leaders and COS managers who present some of
their work and tour one of the local plants.

Top Priorities Today

In addition to non-stop efforts to improve operational
excellence in all areas — and bring new acquisitions
up-to-speed through assessments, strategy deployment
and go-forward plans — Carlisle is working on sales,
inventory and operations planning (SIOP) with suppliers
and customers. Much of that work centers on the flow of
information.

“When you have 75 sites worldwide that you need to move
forward where people are already very busy,” Voigt says,
“You have to be very strategic about what programs you put
out there. They have to be focused and simple bullet points
that translate easily. We're doing the same thing now with
TPM [total productive maintenance] that we did with MDI.”

After four years of driving process improvements, TPM
has become critical because of the higher velocities that
materials are now moving through Carlisle’s facilities.
Shorter cycle times mean that all of the equipment must
be much more reliable. TBM helped the company develop
a three-level TPM program and workshops that it has
been rolling out in recent months within each division.

“The feedback has been very positive. People who
thought they were doing a good job on maintenance are
coming out of the sessions understanding how much
opportunity there is yet to improve,” Voigt says. “That’s
the way it always goes. There’s always another level of
performance excellence to strive for.”

In 2011, TBM Consulting Group awarded Carlisle its
highest recognition, the “Perfect Engine Corporate
Award.”. The award acknowledges the company’s
commitment to a global, continuous improvement
philosophy coupled with our success in achieving
significant value creation. In addition, the Carlisle
Interconnect Technologies plant in Tukwila, Washington,
received TBM’s 2011 “Perfect Engine Site Award,”
recognizing the outstanding operational and cultural
improvements the site has achieved through COS.

Also in 2011, the Carlisle Interconnect Technologies
plants in Tukwila, Washington, and St. Augustine,

Florida; the Carlisle Transportation Products plant in Fort
Scott, Kansas; and the Carlisle Brake & Friction plant in
Pontypool, Wales; were the first Carlisle plants to achieve
Carlisle’s Bronze Level Operational Excellence Awards.



Executive Q&A with David Roberts, Carlisle Companies Inc. CEO

David Roberts

Chairman, President and
Chief Executive Officer,
Carlisle Companies Inc.

A former Marine (1967-1969), David Roberts has held
management positions at a number of companies, including
The Budd Company (now ThyssenKrupp Budd), Pitney Bowes,
The Marmon Group and Graco Inc. Roberts became Chairman,
President and Chief Executive Officer of Carlisle Companies
Inc. in June 2007. Roberts earned a bachelor of science degree
from Purdue University and an MBA from Indiana University.

Why Operational Excellence?

How do you gauge the impact from the Carlisle
Operating System?

If you look at our true hard savings over the past three
years, it’s been a little bit north of $20 million each year.
And frankly, we have $20 million in savings forecasted
for this year. It would have been difficult going for us
during the downturn that started in 2008 until now
without having implemented lean. What we were able to
save over that period was the result of the COS efforts of
all of our people. Our profitability in 2009, in the midst
of the downturn, was higher than in 2008 before the
downturn started, on 23 percent less revenue.

How do you use strategy deployment to prioritize
improvement activities?

Every month we have a strategy deployment meeting with
my staff. It’s usually on the telephone. We go through the
bowler charts and KPIs and determine how we’re doing.
We started in 2009. Now there’s a better understanding
of the overall goals and what actions we are taking to

achieve them. We have five strategic elements: revenue
growth, margin improvement, globalization, return on
invested capital improvement, and working capital
improvement. That’s what we look at every month, if
they’re red or green. If it’s green, we don’t talk about it;
if it’s red, we talk about what we need to do to turn the
objective to green.

How do you personally engage in the continuous
improvement work at Carlisle?

| don’t get involved in the day-to-day running of our
businesses. | measure their performance. | visit the
factories frequently. | go on board walks in the morning if |
happen to be in a factory when they are doing board walks.
I look at all the boards as | walk through, and | expect
everyone to be using the tools that we've given them. |
generally visit our larger plants once a quarter, where | do

a financial update for all of the salaried employees and
occasionally for our hourly employees. | tell them how we’re
doing that quarter. The last three slides | review with our
employees are our five strategic objectives and how we are
doing toward achieving those objectives. | show the bowler
charts and explain the progress we are making or, in some
cases, the lack of progress in achieving our strategic vision.
These slides are included in every presentation | do during
those plant visits.

What are the primary challenges and goals that
you’re working on this year?

We work toward the same five strategic goals every year.
They never change. They’re the same, and everybody’s
compensation program is tied to how we do against
those five goals. Consistency is important. You can’t
keep changing the goals because if you do, your
employees would have no idea what our overall vision is
for the company. Our goals remain consistent, and we
talk about them every time we get together.

Speed wins every time.

TBM specializes in operations and supply chain consulting for manufacturers and distributors. We push the pedal down
in your operations to make you more agile and help you accelerate business performance 3-5x faster than your peers.
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