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Client Profile

Decor Cabinets is a privately owned Canadian company that manufactures custom full-access cabinets, moving away from the face-framed many years ago. Decor started in 1977 with 4 employees and is now operating in 146,000 sq feet with over 300 employees and a newly renovated office space with a state of the art 4,000 sq ft showroom. Decor supplies cabinets to Western Canada and most of the North and Midwestern USA, however, demand for their products is now taking Decor to the South East USA as well.

Decor’s strength in the market stems from its dedication to quality finishes and innovation. Decor services a niche market in the Kitchen and Bath industry that continues to expand. Glazing, Chalk and Furniture finishing are just some of the latest staining techniques. While other finishes such as distressing, stainless steel inserts and linen textures have the industry racing to find the latest technique. Decor’s finishing department creates many of these unique looks through careful hand processes that show their dedication to quality is second to none.
Even though North America has seen a slowing in the housing market in 2006-2007 Decor’s sales remains strong. It would appear superior quality, dedication to customer satisfaction and attention to detail always maintain a strong demand.

Another key element to Decor’s success is its dedication to the global community. Decor uses the phrase “profits for a purpose” as it shows it’s committed to improving their local and global community by supporting organizations that give help to the needy, lend a hand to those in trouble, and teach values that remind them to show compassion to their neighbor. Here are some of the organizations and events that Decor is involved in throughout our community and the world around us; WorldServe Ministries, Family Life Network and Decor Charity Classic.

Background to the Challenge

In 2003-2004 and earlier, Decor struggled to meet its due date commitments. During the peak building season Decor’s quoted lead times could get pushed out to 14-16 weeks. This drove some of their dealers to put Decor’s catalogue away for the season. Also Decor is located in a small town in Southern Manitoba where the unemployment rate is actually negative, there are more jobs than people. This situation causes people to switch jobs frequently and when your product is based on hand-crafted quality, high turnover can make things much more difficult. 

Even with these issues Decor can be considered a very successful company. It has grown significantly in the 25 plus years since it started and profits have been good. However with management’s dedication to improving the world community by donating a portion of the profits to international charities, Decor’s owners, having some success using Theory of Constraints (TOC), embarked on a process in early 2005 called Viable Vision. The Viable Vision process is a comprehensive approach to drastically increase sales, production and profits within a very short period of time. Working with Goldratt Consulting, who contracted TOC International and Afinitus Group for the delivery of the Viable Vision, devised a goal to increase sales by 100%, profits by 300%, and maintain lead times of 6-7 weeks with 99% on time delivery within 4 years. 

The Viable Vision Challenge

Develop a sales strategy that allows Decor to sell based on its quality and service, not price.

Increase production and maintain quality.

Reduce the lead time from 14-16 weeks at peak to 6-7 weeks.

Align the production of all departments to ensure orders ship complete, get rid of conflicting measurements.

Decor is able to perform capacity planning to manage this growth.

The Canadian Dollar getting much stronger against the US Dollar.

What Has Been Achieved So Far

In the first year, 2005, Decor achieved a 10% increase in output and kept the lead time to 7 weeks. In 2006 they reached a 20% increase over 2004 and maintained the same 6-7 week lead times. In 2006 Decor was able to automate the on time delivery measurement and is now measurably 98% on time.  This is quite exceptional as it took months to get control over the issues with crossing the US border and dealing with less than reliable small package carriers like UPS and Fed Ex. 

Along with maintaining industry standard lead times during peak season and achieving the increases in production, Décor has also reduced their manufacturing lead time by 42%.  This reduction in manufacturing lead time not only assists in the on time performance of Décor but also gives them all the benefits of reduced inventory, shorter times to reveal any quality issues and fix them immediately and all other benefits of velocity.
Current Challenges

The lack of access to people in the Morden, Manitoba area has kept Décor from adding shifts required to achieve the Viable Vision.  Decor has made several efforts to alleviate this problem, including hiring numerous foreign workers, but the problem remains a major area of concern.  Without the ability to recruit enough employees Decor will not be able to reach its potential.  Decor has the plant capacity to fill a second and a third shift which would allow them to easily double their output in sales and profits over 2006.

The biggest challenge Décor faces is that between May 2004, when a Viable Vision for Decor was first discussed, and 2006, the Canadian dollar increased from 72.6¢ to 88.2¢, (peaking recently at $.95).  This is an increase of 21.5%  (based on the average).  This has had a profound impact on Decor since approximately 75% of sales are to the US.  If we ignore the change in currency and normalize the exchange rate (ie. pretend the dollar was 72.6¢ throughout 2004 and 2006), Decor would have seen an increase of 43% in sales and 78% in profit from 2004 to 2006.  With the exchange rate the way it is, sales have increased by 27% and profits have decreased by 28% over this same time frame.  The exchange rate will continue to be an issue in 2007 as it has climbed to 95¢ as of June 1.
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The above picture shows what the difference in what the before tax profits would be if the Canadian exchange rate had not changed so drastically (orange) and what it is thanks to the Viable Vision efforts (blue). If we could consider the profit being a subtraction of the orange bar from the blue bar, the reality could have been significant losses to Décor had they not been driven to improve back in 2004. 

Larry Dyck, the president and an owner, stated that with the US housing downturn and the falling exchange rate many of his competitors in the US but especially in Canada have either closed or become a much smaller version than what they were in the past. Larry said, “if we had not done the things we did using TOC and other techniques under the Viable Vision, I am not sure where Decor would be today. If we were still open, we would be a far different company than we are today.”

Two years into the Viable Vision Decor is moving right along. It has a TOC based control system to leverage the internal constraint and keep all departments in synch. It has an approach to the market that allows them a significant margin to a relatively large part of the market. This is being rolled out in 2007 and early success has been achieved. The on time delivery is at 98% and increasing. They have a mechanism to manage demand on their constraint and determine order due date, sometimes later than 6 weeks but guaranteed to be on time. Most importantly they are surviving the downturn in the housing market.

Decor certainly has some challenges that TOC International and Afinitus Group LLC are helping with today.  The biggest one Decor has control over is the ability to hire and grow employees, the main project for 2007 as the sales effort rolls out. It is gratifying to know that a company with its heart in the right place can continue to succeed and succeed at higher levels while facing rather large obstacles because it has the foresight to stay ahead of the economic changes. Decor did no wait for problems to arise, they were proactive as their goal for increased profits is not driven by personal financial gain but its ability to give around the world. 

If you are interested in some of the causes Decor Cabinets supports, you can check out WorldServe Ministries, www.worldserve.org and the Family Life Network, www.fln.org .
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