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ear reader

Welcome to the first edition of the Lean
Management Journal, a pioneering new
publication which aims to bring you the best and
broadest consideration of the advances being
made in an increasingly diverse and dynamic
lean community.

In this first issue I hope that you find some thought provoking articles
to assist you and your organisation on your lean journey. | hope the content will succeed in
encouraging a more holistic view of business and industry and in giving greater confidence
to look beyond the boundaries of individual sectors for a chance to learn new approaches
and gain new perspectives on lean implementation and value.

Our budding publication is nourished by the shared concern of all our editors that
continuous improvement and the methods used achieve it should never stagnate or fall
into the error of becoming a codified doctrine. Varying environments and demands will
make the specifics of all our lean experiences unique. However, it is vital that we maintain
the ability to “think outside the box”and to gain insight into our own circumstances by
looking to the experience of others; maintaining an awareness of the latest developments
in thought and strategy. In doing this it is possible to see new solutions in surmounting our
own stumbling blocks and to excel in unforeseen ways.

To sustain this ideal however requires a regular and reliable space where approaches can

be considered and compared to one another. The Lean Management Journal hopes to
provide that space and so, as commissioning editor of the journal | would like to take this
opportunity to call readers and leaders of exemplary or exploratory lean programmes
(including those known under alternative banners such as agile or continuous improvement)
to submit your case studies and become an active part of an expanding lean knowledge pool.

| hope you enjoy this and further issues and | will welcome all feedback and suggestions for
improvement or development.

Yours faithfully,

Jane Gray

Commissioning Editor,

The Lean Management Journal
j.gray(@sayonemedia.com
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Ntroducing

the editors

Professor Peter Hines

Articles for LMJ are reviewed and audited
by our dedicated editorial board. Here
they give readers a brief insight into their
conception of lean and the directionin
whichitis progressing.

Lean Enterprise Research Centre, Cardiff University

| have been working with lean thinking for the last two

decades and have recently turned my focus to the

following three issues.

1. Howdo you spread lean further and further away
from its high volume repetitive automotive roots?

2. How do you take lean away from a pure shop
floor focus to the running of the a whole

Norman Bodek IR

PCS Inc.

organisation and the associated supply chain?
3. How do you make the change sustainable from an
economic, social and environmental viewpoint?
I have learned that the critical issue with lean is not
the tools, the value stream maps or kaizen events. It is
about leadership, strategic alighment, behaviour and
engaging people

Since starting Productivity Inc. Press in 19791 have
visited Japan /2 times. Each person | have met during
my discovery of Japanese manufacturing approaches
(including Dr. W. Edwards Deming, Dr. Kaoru Ishikawa,
Phil Crosby and others) has given me a new perspective
on continuous improvement and allowed me to spread
their knowledge through publication, masterclasses

John Seddon

Vanguard Consulting

| am an occupational psychologist whose concerns
about how organisations really worked led me to Deming
who stressed the need to design and manage our
organisations as systems. Taiichi Ohno did exactly that
when he developed the Toyota Production System (TPS).
The TPS is a system, not a set of tools. Ohno would
be aghast that his work became labelled “lean’; he
insisted we should neither give the TPS a label nor
codify method, for it is thinking that is the key. Many in

Bill Bellows
Pratt & Whitney Rocketdyne

For the past 19 years, I have served as an internal
consultant for Pratt & Whitney Rocketdyne,
California; helping to foster ‘better thinking about
thinking.”. My initial role in 1990 as a Taguchi Methods
‘expert”has transformed over this time frame into a
role in refocusing our resource management efforts,
from a primary focus on efficiency (doing things
faster, better, etc.) to a needed focus on effectiveness
(doing the right things).

and conference events addressing TPS, SMED, CEDAC,
55, Kaizen Blitz, lean accounting, Kanban, Quick and
Easy Kaizen and more

| founded the Shingo Prize for Operational
Excellence at Utah State University with Dr. Vern
Buehler and have been one of the privileged few to be
awarded personally the Shingo Prize

the “lean” movement have made the mistake of trying to
emulate Toyota's success with tools and projects which
can only ever gain marginal success at best or, at worst
raise costs and damage services. When managers study
their systems they learn some counter-intuitive truths -
challenges to conventional wisdom. My work has been to
develop the methods that allow managers to do this and
thereby to achieve results comparable to Toyota's; and in
much faster times, for nothing is “made”.

My interest in effective thinking evolved following
my early career a heat transfer engineer when
my interest gradually changed from studying the
diffusion of heat and mass to the writings of Taguchi
and Deming and, eventually, on how to diffuse
their wisdom into organizations to foster better
team work. My work for this journal will reflect my
current thinking on lean, including the limitations of
prevailing explanations.



Dr. Keivan Zokaei

Lean Enterprise Research Centre, Cardiff University

| am Fellow of the Lean Enterprise Research Centre
and director of an MSc degree in Lean Operations in
service industry. My background is in oil & gas industry
where | worked both as an engineer and later as a
business development manager. My primary interests
are lean and systems thinking especially in supply chain
management and service improvement.

In continuous improvement the two things | most

Jacob Austad I

LeanTeam, Denmark

enjoy rarely happen at the same time. Firstly, being
able to cut across those artificial boundaries in our
organisations and focus all improvement efforts on the
actual needs of the customers. Secondly, to be able to
put thinking back where work is happening; to give the
doers the means for learning and improving themselves.
I regularly speak at events and write about these topics;
but am definitely a student in the school of ean.

Since to late 80's | have worked as an internal

process development and improvement consultant

as well as manager in both public sector, logistics,
manufacturing and financial services. In 2002 |
became team leader for the first Lean Promotion
Office within financial services in Denmark. We
managed to reduce lead time from 3-6 month to 15
days by implementing improvement projects based on
the lean principles.

Wendy Wilson

Currently | am heading a project development team
which is implementing Systems Thinking in the central
claims department. My focus and primary approach
is inspired by the work of Deming, John Seddon and
Peter Hines.

Since 2004 I have translated and published 3 John
Bicheno books and recently | finished the translation
of Peter Hines' et al Staying Lean and the process of
writing my own lean book is progressing.

Warwick Manufacturing Group, University of Warwick

[ joined WMG in 1996 as a Senior Teaching Fellow. Prior to
this worked in manufacturing operations for both Toyota
and Rolls-Royce, where | gained my MSc in Manufacturing
Systems Engineering.

During my time at WMG, | have observed two distinct
viewpoints on ‘lean thinking”. The first, and perhaps most
widespread, is that lean is concerned with the elimination
of waste on the presumption that focusing on tools which
lower costs, shorten lead times and reduce defects will
create an efficient value stream with high customer value.

Ebly Sanchez
Volvo Group

My lean background has been predominantly been in the
development and implementation of lean management
practices in the automotive industry. I have 20 years
of experience in operational management at the Ford
Motor Company before | joined the Volvo group.

My main cancerns for the progression of lean centre
around the support of cultural change. Management
must support kaizen culture at all level and create

Stuart Barnes

The second viewpoint considers that regarding
“lean”as a means of improving efficiency alone is very
limiting and that value streaming needs to start with
the marketplace. There needs to be arich understanding
of who the customers are and what it is they value. This
should lead to the creation of value streams designed
to deliver the value propositions in the optimal way by
employing the principles of flow and full. It is this thinking
that underpins WMG's “Principles and Application of Lean”
MSc module

“transformation schools”where the culture and behaviours
needed for the business environment can be modelled.

| see widespread difficulty for many manufacturing
organisation in perceiving the application of lean
beyond the manufacturing process. However | believe
it is impossible to achieve world-class levels of
competitiveness if lean is not also implemented in
project development and in supply or purchasing.

Warwick Manufacturing Group University of Warwick

I am involved in the delivery of MSc and doctorate
programmes in the UK and the Far-East and | continue to
beresearch active. Prior tojoining Warwick University in
1992, I spent 13 years in industry, including time with NEI
Thompson and GKN. WMG was founded on the principle
of “excellence with relevance”and | use this combination

of academic and industrial experience to continue in this
tradition. Although | am not a lean expert | hope that | will
be able to act as a conduit between WMG, our partner
organisations and the LMJ in order to help disseminate
the latest ideas and dissolve the barriers that hamper
collaborative thinking.

www.leanmj.com



A NEW DAWN PROFESSOR PETER HINES

A new dawn,
a new magazine

he publishing world, like the rest of us, has traditionally divided

itself up into tidy silos. There are magazines about industry
sectors, functional specialisms and geographies. These silos are
similar to those that we use in industry, professional and trade bodies,

Lean practitioners,
academics and
consultants all share

one thing in common -
alack of adecent

lean magazine.

Why is this?

governments and academia. If any of you have taken a traditional MBA
programme, like me, you will no doubt have taken courses on finance,

human resources, operations management and marketing. My own
experience was that | learned a lot from such lectures about how other departments think,
but little about what | should actually do and how to do it!

That is why | started exploring lean thinking in
the late 1980s and why Dan Jones and | set up
the Lean Enterprise Research Centre (LERC)
in 1994 Today this still represents the largest
academic body dedicated to exploring lean
thinking in the world. So why do these other
magazines somehow not work for me? Well,
they tend to go very deep into a narrow silo
area without really giving the whole picture of
WHAT you need to do, WHY you need to do it
and HOW you should go about doing it.

Lean is about understanding what adds
value and what does not by understanding
the customer. It is about taking everyone in
an organisation in the same direction and
making the most of your existing talent pool.
Within this context, there are a series of
unanswered questions that as practitioners
and spectators we need to explore:

B How does lean apply in sectors
further and further away from the
automotive roots?

B What are the key processes that
need to be leaned, not just the order
fulfilment “value stream” that everyone
tends to work on - and then think they
have “done” lean?

B How does lean work in these other

B How do you deal with and learn
from failure?

B What do new frontiers in lean thinking
- like the lean & green movement
sweeping west coast America - mean,
and how can we benefit?

B Is the accepted wisdom of the Five
Lean Principles still right or have things
moved on?

B How should lean integrate with other
approaches such as six sigma and
Theory of Constraints?

B How do you sustain your changes?

If you, like me, are keen to know more
about these and other key lean questions
thenread on in this and future editions
where all of the above issues and more
will be explored. In this first edition my
contribution will address the last of these
issues in the first of a two part article
based on the recent Staying Lean book
written with my LERC and S A Partners
colleagues, Dr Pauline Found, Gary
Griffiths and Richard Harrison.

Good reading.

process areas?

B How do you consistently engage your
employees in your lean journey?

B What s there apart from just doing a
kaizen blitz?

Professor Peter Hines is chairman of the
Lean Enterprise Research Centre and

S A Partners. He can be contacted on
peterhines@hotmail.com.

www.leanmj.com




~eflections onthe
fabric of the loyota
Froduction System

This article offers personal
reflections from Bill Bellows
(Pratt & Whitney Rocketdyne)
on the fabric of the legendary
Toyota Production System (TPS)

and cansiders the way inwhich
present day explanations of lean
have somehow drifted from the
original precepts uncovered
during early encounters with TPS.

nthe late 1960's, Frank Pipp, an assembly
plant manager for a Ford Motor Company
factory, instructed his staff to purchase
competitor’s cars. His planwas to have the
final assembly team disassemble these cars
and learn first hand how they assembled.

At that time Ford had a term for those
connecting parts in product assembly

which could be assembled without the use of a rubber mallet. This term was “snap fit". To
Pipp's amazement, one competitor car purchased proved to be 100 per cent “snap fit"- an
unprecedented result that Pipp simply could not credit. He ordered that the experiment on
the Toyota pick-up truck be carried out once again and of course, with hindsight, we know
the result.

The significance of this discovery was not lost on Pipp but sadly for Ford the “Dearborn
people,” from Ford's corporate offices, did not share his perception. When they were
invited to look over the truck themselves and witness the assembly team'’s discovery Pipp
recorded the following reaction:

Everyone was very quiet, until the division general manager cleared his throat and
remarked, “The customer will never notice.” And then everyone excitedly nodded assent
and exclaimed, “Yeah, yeah, that’s right” and they all trotted off happy as clams.”

Pipp's documentation of the striking difference in the assembly process within Toyota, by
comparison to Ford, was to be found again in the early 1980s when teams from both Ford
and General Motors began to routinely visit Toyota's operations in Japan.

One of those to take part in these visits was Ford's Larry Sullivan whose work ‘Reducing
Variability: A New Approach to Quality” (Quality Progress, July 1984) aimed to “study quality

www.leanmj.com
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systems at a variety of automotive suppliers.” Included in this work are the following remarks;

“The most important thing we learned was that quality in those companies means
something different from what it means in the U.S. - that it is in fact a totally different
discipline. Over the years, Japanese managers, engineers, and workers have been very
successful in reducing manufacturing costs by adopting more enlightened quality thinking
and by applying more technical quality methods. In other words, quality in itself has not
been the primary motivation in Japan; profit is the main objective and quality (methods)

is merely a means to improve profit...Of foremost importance is the new definition of
‘manufacturing’ quality as minimum variation from target.”

With the preceding account by Larry Sullivan as a second reference point, consider what
happens when a craftsman works on the design of a product at home, where the customer
and producer are often one in the same. The producer-as-customer is quick to judge the
product quality and adjust the design-procurement-fabrication-assembly process, as
needed, should the resultant product quality fall short of expectations. This system of
feedback is much the same was what was explained by W. Edwards Deming to several dozen
executives inJapan in 1950. Specifically, he suggested to them that they view “production
as asystem”and left them with the now famous process diagram below.

Figure 1 - Production Viewed as a System
Design and Consumer
redesign research
Consumers
Suppliers of Distribution
materials and
equipment i #
Receipt
A and test
\ of materials Production, assembly, inspection /
B P P P P P »\
c /
5 /
Test of processes,
machines, methods
and costs
As shown in Figure 1, consumer research improvement cycle that resembles the hand
in this process is essential to providing drawn version of this figure, which Deming
feedback on the product design to shared with Japanese executives long
address shortcomings and enable product before the aforementioned discoveries by
improvement. Such a viewpoint of Frank Pipp and Larry Sullivan. Years later,
gathering consumer feedback is considered  in 2005, Dr. Shoichiro Toyoda, chairman and
vital to organizations seeking to improve former president (1982-1999) of Toyota,
product quality. These efforts are often accepted the American Society for Quality’s
aligned through a non-linear process Deming Medal. In doing so, he offered,



REFLECTIONS ON THE FABRIC OF THE TOYOTA PRODUCTION SYSTEM BILL BELLOWS

‘Every day | think about what he meant to
us. Deming is the core of our management.”

The model of asingle person engaged

in most of the design-procurement-
fabrication-assembly tasks helps to
highlight how the issue of quality is
approached by the Toyota Production
System and how it differs from a mass
production system. The craftsman model
also helps to clarify how Toyota have
achieved their leading levels of quality by
differentiating between “part” quality and
‘part of"quality. This theme will be explored
further later in this article.

Fast forward now to the mid-to-late
1980s, when aresearch team at the
Massachusetts Institute of Technology, led
by Daniel Jones, Daniel Roos, and James
Womack, surveyed production systems

at 90 automobile assembly plants in 17
countries. Their conclusion was that the
results from these plants could be very
neatly compiled into three subgroups that
fell along geographic lines; Europe, the
U.S. and Japan. Coinciding with these
categories were the labels “craftsmanship”
and “mass production” for Europe and the
U.S. respectively. Anew term,‘lean’, was
needed to describe the artful blending of
craftsmanship, and its attention to detail in
relationships, with the speed and low cost
of mass production.

These two approaches had previously been
assumed to be fundamentally opposed

to one another. Before the era of mass
production was envisioned craftsmen were
relied upon to deliver products of superb
quality to those who could afford them. As
an alternative to this high quality - high
cost model, Honore Blanc, envisioned

an alternative production model with
drastically reduced costs. Blanc, is given
credit for conceiving the production model
of “interchangeable parts”as an alternative
manufacturing method to craftsmanship;
one which could deliver lower-cost
products to the masses.

The idea of interchangeable parts was
transferred to America by Eli Whitney and
soon it became known as the “American
method of production”. Long before Henry
Ford's moving assembly line, Whitney

was implementing this methodology and
his company was the first to be given a
contract from the U.S. government, in

1798, for the design and manufacture of a
product (arifle) with interchangeable parts.

The following extract helps to show how
quality levels are perceived by the “do-
it-yourself” craftsman and addresses the
difference between “part” quality and “part
of"quality.

Imagine that a piece of wood molding is
needed to replace a damaged length of
wood in between two existing pieces. We
begin with a piece of molding which is too
long and needs to be cut to length. Inrapid
order, the required length (s measured, and
the piece is marked for cutting. As a next
step, asaw is readied. Consider how many
lines one typically would draw across the
top face of the wood before making the
cut. That is, instead of using short marks to
indicate where to place the saw, how many
lines would be drawn across the top face
to guide the placement of the saw blade
during the cut? Most often the solution

is touse asingle line and subsequently
cut close to this line. Why is the habit

not two lines, as in the standard industry
use of manufacturing tolerances with

an acceptable range, in keeping with the
practice of interchangeable parts? The
‘single line” answer implies a belief that
there is a “target” length for this piece of
molding and indicates a strong intuitive
sense of knowing that the piece of wood
is ‘part of"something rather than merely
a‘part”. A‘part of"perspective is likely
when engaged in a home improvement
project where connections are visible

and immediate. In the molding example,
the lesser quality of the fit if the piece

is longer or shorter than desired will be
obvious. Any effort required to adapt

www.leanmj.com
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the molding piece, because of variation
in its length - a little too long or too
short - represents Quality Loss, a concept
introduced and developed in Japan by
Genichi Taguchi.

contributions to a new definition of quality.
Specifically, as noted by Larry Sullivan, he
defined quality as “the minimum of loss
aproduct causes to society after being
shipped.” By contrast to the mass production

As shown in Figure 3, Taguchi's Quality Loss
Function model increases continuously

as the piece of molding length misses the
target by larger and larger amounts in both
directions - shorter or longer than the
desired target dimension. Ineither case,
the extra effort is both finite and real, just
as the use of hammers to assemble parts
at the Ford plant were finite and real to
Frank Pipp and his assembly team. Could it
be that such losses are accounted for and
then reduced through routine efforts within
the Toyota Production System to better
align the organization’s resources? That

is, the resources of time and effort would
be invested to produce a given dimension
closer to its target value, but only if this
effort was less than the corresponding
reduction in loss, thereby making the effort
aworthwhile investment of resources.
According to personal conversations with
Genichi Taguchi, Toyota has been a world-
wide leader in the use of his Quality Loss
Function concept to direct efforts to move
from the traditional “part” quality model to
one in which a greater emphasis is placed
on ‘relationship quality,” as in “how far from
the target value is a given dimension?”

According to Genichi Taguchi, Toyota's efforts
with the Quality Loss Function date back
tohis consultation role in the early 1950s.
Within ten years, he was honored in Japan
with a Deming Prize in Literature for his

[e&————]
2 lines?

system’s ‘conformance to requirements”
model of quality, which remains the standard
of quality in systems such as “Zero Defects”
and “Six Sigma Quality,” Taguchisuggested a
model that looks at quality from the vantage
point of the relationship of a producer to its
customer. Indoing so, Taguchi acknowledged
the existence of a never-ending connection
(and impact) between the provider of the
‘part”and what it is “part of”. The technical
aspects of this holistic model are shown

in Figure 3, where the horizontal axis
represents the specific value of a part
dimension on a continuum and the vertical
axis represents the associated “Quality Loss”
for a corresponding part dimension. If one
considers the “Quality Loss" to be the “extra
effort required” for installing a part of agiven
dimension, the distribution (‘Quality Loss
Function’) theorized by Taguchi - a simple
parabola centered on the target dimension
(with minimum loss at target), accounts for
the loss associated with dimensions that are
not produced to target dimensions.

Taguchi's model brings in to question

the mass production belief that all parts
within the range of the tolerances are
‘equally good”’, and, therefore, absolutely
interchangeable. The degree to which
variation from a target dimension produces
harmful effects downstream in the
‘organization and society” is a function

of the steepness of the Quality Loss
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Function, which in turn depends on the
specifics, or context, of the system which
the part is actually a“part of". Of foremost
importance, Taguchi's model suggests

that interchangeability be modeled as
something that is relative and not absolute.

By comparison to Taguchi's model of
continuous Quality Loss, the mathematical
model associated with the mass
production concept of “Zero Defects”is a
‘step-function.” Figure 3 offers a side-
by-side comparison of these models. In
keeping with a step-function model, all
parts within tolerance are “‘good and
equally good”. No change in quality is
perceived across this range and the only
changes in quality that do occur happen
instantaneously at the transition across
either of the two manufacturing tolerance
limits. Inspired by Taguchi, and influenced
by Deming, Toyota has long modeled
quality as a continuous feature, rather
than discrete, with a preferred value
(target) that provides for minimal loss.
Such a view leads to the conclusion that
any deviation from a target dimension
results in some degree of loss being

imparted downstream by the part after its
shipment to the customer.

As a student of Drs. Deming and Taguchi,

| have a special fondness for the systems
thinking of Russell Ackoff and the
interpretation of the Toyota Production
System provided by H. Thomas Johnson,

for what their thinking contributes to my
evolving theory of how Toyota operates and

| am constantly in search of explanations

of lean that reflect the fabric of their
combined approaches of. Beginning with this
edition of the Lean Management Journal, |
encourage our readers to think beyond the
prevailing explanations of lean and consider
the possibility that the fabric of the Toyota
Production System is more closely aligned
with the usage of Taguchi’s Loss Function
thinking than has ever been acknowledged in
the lean literature. This remains dominated
by a part-like focus on efforts such as single-
piece flow, standardization, zero defects,
zero waste, and the elimination of non-value
work. Such a focus needlessly limits lean

to shop-floor applications associated with
volume production and continue to view
employees as interchangeable parts.. END

Figure 3 - Genichi Taguchi's Quality Loss Function reflects a continuous mode
of part quality. Histograms 1 and 2 are examples of possible results for 2
suppliers of part:
Quality Loss
| |
| |
1 | Taguchi's model
| |
! 2
|
| | .
Step-function model
Lower Target Upper
specification Value specification
limit limit
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4

Staying lear

ver the last 20 years of our lean journey
at the Lean Enterprise Research Centre,
the type of questions we are asked has

evolved from “where do | start?” and “who should |
involve?” to more pragmatic questions such as:

I How long is it before the benefits start
fading away?

" Why do people seem to have lost their
enthusiasm for Lean here?

I How do you ensure continued buy-in from
the workforce?

The challenges in staying lean are often rooted in

a preoccupation with lean tools and a need to have
a fast-track ‘hero story” that can be produced by
taking a kaizen blitz approach rather than careful
and systematic culture change; slower in producing
noticeable results but far more durable.

Thinking of lean application in terms of aniceberg
analogy to clarify that it's not what you see but what
you don't see (below the waterline) that is important
can be very useful. During recent pilgrimages to
Japan we learnt a lot about uncovering these unseen
factors. We went to a series of manufacturing firms
and what we saw on the shop floor was marvellous
—we saw 55, kanban, TPM, flow - all the typical lean
tools and techniques that you read about in the
many textbooks, but in addition to these tools and
techniques and process-based management, we
discovered that below this “tip of the iceberg”there
were three key people related areas under the water
that need to be acknowledged:

Strategy and alignment: A coherent

strategy, vision and purpose that is fully
communicated and deployed throughout
the organisation.

Leadership: Characterised by guiding
vision, passion and integrity. A leader must

have high energy levels, be innovative, focus
on people, inspire trust, have a long range
perspective and challenge the status quo.

Behaviour and engagement: The

engagement of people on a lean journey
is essential. It will predict their behaviour and
your ultimate success.

Cogent Power’s lean journey is a fine example of

an enterprise which has sustainably implemented
lean through acknowledging the importance of the
above factors. Cogent Power began implementing
lean in late 2003 to improve its competitiveness

in the marketplace and help turn around its
financial performance. Today the company has a
transformed approach, with arenewed customer
focus that has led to exponential sales growth and a
culture of continuous improvement.

In order to meet the challenges posed by
substantial pre-tax losses from global operations,
a static order book with emphasis on lower

margin products etc. a new managing director was
appointed in 2003 to lead the business turnaround.
He implemented a new organisational structure,
based around a head office in the UK and three
operating divisions: Electrical Steels, Laminations
and Transformers.

When the lean project began the culture and
philosophy of the company was based on a
traditional mindset driven by a culture of machine
and labour efficiency. The main operational key
performance indicator (KPI) was tonnes of output
produced and as aresult there were high levels of
inventory but poor levels of delivery performance.

Inthe first part of this article we take a look at how
Cogent Power tackled the first two “under-water
issues”in the Sustainable Lean Iceberg framework.
Strategy and alignment and Leadership.



Strategy & alignment

A successful strategy should begin with:

arealistic assessment of the current situation
a coherent vision of the future

an understanding of the transition required to
bridge from the present to the future.

Alignment then makes sure that everybody
understands the strategy, and that everything

they do contributes to the success of achieving

the organisational goals. This can be checked by
looking how KPI's monitor and measure progress.
Alink between the KPIs, the strategy and the lean
improvement projects is vital to sustainable success if
there is no link there will be waste and if the link is not
worked on and understood with employees then there
will be lack of clarity.

Cogent Power uses ‘business cockpits” to deploy
and sustain the management process. The business
cockpits are visual management systems used to
display, everything that is important to running the
businessinall areas and at all levels. They show
issues, improvement project plans, performance
measures and key financial reports. They drive the
day to day business.

The cockpits measure performance indicators such as
OEE (overall equipment effectiveness), OTIF (on-time
in-full), direct costs etc with particular relevance to
each department and have all the information that the
team leaders need to manage their sections and set
targets and the information that process or functional
managers need to manage their departments and the
senior managers need to manage the business; and
eachhas aclear link to the others. The cockpits are
reviewed and updated regularly.

Leadership

Poor leadership can be identified as a top
differentiating factor between success and failure
in sustaining lean change and a common stumbling
block for leadership is that it suffers from confusion
with management.

Many people talk about managing transformations
rather than leading change. Leaders, should foster
change whereas managers stabilise the organisation
and assure that the changes are well implemented.

STAYING LEAN PROFESSOR PETER HINES

Leadership is not confined to the top level of an
organisation; leaders can emerge at all levels and part
of the role of managers is to recognise and develop
potential leaders so that they can contribute to the
business goals.

Cogent Power’s lean strategy included the
reorganisation of the management team into a
formidable force; highly respected and hugely
influential and based on the belief that it is the
responsibility of all managers within the organisation
to spend time with front-line workers; going to the
place where the action is happening - This “‘Gemba”
management s a critical element of lean leadership,
crucial to sustaining lean.

Leadership is important at every stage of lean
transformation, but particularly at the start and
during the ‘it isn't worth it" phase when management
typically becomes extremely unhappy as the benefits
often appear smaller than the pain of gaining them,
usually somewhere between 18 and 24 months after
starting a transformation. It was during this period that
Cogent Power recognised that the middle managers
were struggling due to a top-down and bottom-up
approach that neglected the middle managers, who
were being asked to manage the lean transition but
did not have the same level of skills as the people they
were managing. To re-engage the middle managers a
lean management training programme was developed
called‘Living the Lean Lifestyle”. This programme
focused on giving managers new skills that emphasised
the change inroles and responsibilities expected of
the entire leadership community as it went forward.
The programme challenged individuals to continuously
push themselves and their teams out of the ‘comfort
zone" and into the “stretch zone" with an emphasis on
the importance of values and behaviours needed to
lead the organisation into the next phase of maturity.
This provided fresh impetus at just the right moment
for the programme.

In the next part of this article we will take a look at how
the last of the ‘below waterline” aspects of sustainable
lean need to be approached and look at the methods
used by Cogent Power to overcome the challenges
involved. Finally I will conclude with my overarching
comments on the integral characteristics of lean
sustainability and the way in which these support the
key tenets of quality, cost, delivery.
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ean methodologies that have
L revolutionised manufacturing are

achieving impressive results in
hospitals. Many healthcare managers are
using the principles, systems and tools of
Lean to stretch limited resources, improve
the quality of patient care and safety,
eliminate errors, reduce waste, cut delays
and reduce the length of patient stays.

Lean provides, perhaps, the best
opportunity to achieve gold standards of
healthcare - offering a proven route to
better care, better quality and lower costs

(Jold standard
Nealthcare

the lean way

- and succeeding where a raft of
political initiatives have failed to
make their mark.

How can management
systems from industry
work in healthcare?

Some people argue that healthcare
is a totally different environment
to industry and that lean cannot
be transported successfully to a
patient focused environment. But
afactory and a hospital actually
have more in common than is first
apparent. Both environments run
complex processes where the
scope for errors, quality problems,
poor communication, waste and
the failure to put the customer
first is colossal.

There is a general misconception
that lean in manufacturing is
easier because, essentially, it's all
about making machines work. The
truth is that the biggest challenge
in both environments is people
and cultural issues, and in that fundamental
respect for the solutions and systems
employed are very similar. The bottom

line for both groups of people is that they
see the value of lean when they see the
benefits and so gaining some “quick wins” is
particularly important.

A common concern is about patients being
treated as “an item and not a person’, and
that with lean the human side of healthcare
provision would disappear. This latter point
is easily refuted. lean does not reduce the
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contact between patients and doctors:
instead it focuses onreducing non-value
adding activities, which usually means

all activities that do not involve patient
contact and therefore increases the time
available for patient contact.

Another argument sometimes made is
that every patient is different, but every
product is the same. Lean, though, defines
quality as conformance to requirements,
in effect reducing the variance of a
product or service compared to given
standards. Similarly, improving quality in
healthcare does not mean shoehorning
patients into treatment pathways, but
rather identifying care procedures that
are shared by groups of patients and
ensuring that each patient is placed

in the correct group. In other words, it
means treating patients as individuals
but offering similar treatments if they are
categorised similarly. Lean, meanwhile,
ensures that the treatment categories
function at maximum efficiency.

Why lean healthcare?

There are huge advantages to using lean
in healthcare because it determines a

new culture and system of checks and
improvements - providing a sustainable
methodology to continuously improve
services. The NHS has a long history

of trying to improve services against
aggressive goals, but it lacks a sustainable
methodology to achieve those goals and
avoid the need to constantly set new ones.
Everything that happens in healthcare

- procedures, appointments, bills - is a
process. The challenge is to improve and
continuously do it better time and

time again.

Lean healthcare involves aradical
rethinking of working procedures in
hospitals and elsewhere and a long-term
commitment by management at the highest
levels. The Manufacturing Institute firmly
believes that this is not only desirable but
crucial, for several urgent reasons;

B Productivity improvement targets for UK
hospitals and Trusts including an 18-week
target from referral to first definitive
treatment, which is likely to become a13
week standard in the near future

B Therequirement for a 31-day
cancer pathway

B A maximum four-hour wait in AGE
following admission

B Atarget three per cent year-on-year
cost reduction

B Action to achieve Foundation Trust
status — and that in itself demands a
robust improvement strategy.

B Environmental performance goals,
including the proposed Carbon
Reduction Strategy

B The urgent need to control and
prevent infection

Inhospital operational areas (wards,
theatres, diagnostic departments,
outpatients, etc) lean can achieve many
tangible benefits, including reducing patient
waiting times and faster preparation of
operating rooms. It enables an organisation
to discover the reasons for poor quality, for
poor delivery, for poor management.

Whatever the challenge, the truly lean
organisation can harness the ideas of its
people to deliver even better care, and world
class performance - freeing up clinician
time to spend more time with patients,
indeed to “End Waiting, Change Lives'.

Overcoming barriers and

challenges to lean healthcare
There are many stumbling blocks
preventing the successful translation of
lean intent into successful outcomes and
it is essential to be aware of some of the
major barriers:

The lean pillar of respect is fundamental

to success and that means listening to
people, involving them and empowering
them to make the lean changes from the
bottom up. This is particularly powerful in a
healthcare setting where by truly engaging
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with staff it is possible to unleash the power
of hundreds of people to bring about big
changes. But unless senior management
demonstrates total commitment and buy-in
to lean and gives others the freedom, power
and authority to improve their department
or function, the momentum will slide.

Underpinning the pillar of respect is the
culture of Gemba Kaizen, a belief that
everyone working in a system has the key
to improving their work and empowering
them to drive improvements in their
local workplace. In a lean transformation,
problems are surfaced and resolved in
order to improve the organisation and it
is therefore a necessity that all workers,
from board level to shop floor, are
trained to improve their work and are
equipped with the tools and techniques to
solve problems.

Lean will only work properly if it is driven
fromwithin. It is particularly important to
prepare a tier of staff at all levels and within
all disciplines to lead and champion lean - to
promote a culture of continuous improvement
and mobilise and involve everybody.

Resourcing lean improvement is

also an issue, particularly in the
continued delivery of improvement
activity. To sustain improvement, it is
often necessary to have dedicated lean
champions and a support structure to
keep the momentum going. There is a
natural tendency for people to switch
off once they have achieved their initial
business improvement objective, so
it is important to have committed
people relentlessly driving continuous
improvement forward.

Another people issue is securing

clinical engagement. There is often
a“them and us” management/clinician
divide in hospitals and bridging this
divide is crucial to successful lean
implementation.

Hospitals do not function in isolation,

they are part of a complex supply
chain comprising Strategic Health
Authorities, Primary Care Trusts and
community-based services. Inefficiencies
at any point in the supply chain can
undermine progress in any other point.
Joined-up-thinking is critical and it is
crucial to change working methodologies
throughout the system to optimise
improvement opportunities. This is
particularly relevant as government
changes are likely to change the
landscape of healthcare provision.

Initiative overload is another barrier to

progress. As well as breeding a sense
of weariness and initiative fatigue among
staff, it causes confusion and makes it
difficult for units to prioritise which areas
of improvement are most important.

Lean implementation and principles

When our lean practitioners go into any
organisation they identify all of the process
inputs to work out where value is being
added for the patient and where it’s not. This
is similar to a medical diagnostic process
where the symptoms are identified to
understand the current condition and issues.
Next step is to work with the relevant team
to develop solutions for eliminating all the
non-value added steps within the process.
The aim is to cut out those factors that are
awaste of time, money or resources. In a
healthcare setting, it needs to be totally
focused on putting patients first.

Good lean practice is not based on finding
quick, temporary solutions, but instead
concentrates on how the work is done and
how to eliminate the root causes of delays
and other impediments to flow. It is easy to
blame human error, but in the healthcare
sector humans have to work within often
highly complex systems, and it is usually the
systems themselves that are the cause.

Five key steps to lean can be applied to
healthcare and these are:
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1. Specify value in the eyes of

the customer

Patients expect to receive the best care
and service that can be provided, free
of errors. This means identifying best
practice in every step of the patient
journey, both information and physical
flow, and thenrigorously applying gold
standard work. This could mean always
labelling samples at the bedside, applying
care bundles rigorously, or eliminating
opportunity for transcription errors by
using IT effectively.

2.ldentify the value stream

It is useful to start at the end of the process
and follow the activity right back to the
beginning. This is because the process

of discharge often holds up the whole
healthcare system, whether this is blocked
beds, or follow up appointment processes.

3. Make value flow...

No manufacturer would ever run every
asset in the value chain at 100 per cent.
Customers would never contract to use

all the capacity of every supplier, as they
know this would guarantee failure the
moment there is a small change in demand.
But hospitals often run their wards at 100
per cent occupancy. To enable patients

to flow safely, there has to be unused
capacity. This is actually more economic
because the hidden waste in dealing

with the errors, cancelled appointments,
initiative lists, missed targets and lost
activity is eliminated. This means turning
the traditional accounting on its head, and
focusing on giving value to the patients
rather than on measuring activity and cost.

4. ...so the customer can pull.

When a service is capable, adequate and
available, with good flow, it is possible
tomove to a system that is pulled by
patient demand, rather than pushed onto
the patient. The possibilities of this are
very exciting: No need for outpatient
appointments and waiting list procedures,
just turn up at a convenient time.

5. Continuously improve in pursuit
of perfection

Visual management is essential to show what
has been achieved and how to improve. This
ensures patients can easily see what has been
done to make their service better. The lean
organisation will challenge every team to have
adaily review, and write on the wall what the
staff will do to make tomorrow even better
thantoday. The difficulties or challenges
encountered in achieving each of these

steps will vary from institution to institution
depending on the inherent work culture and
conditions but every step is essential and
must be addressed if improvements are to be
gained and sustained.

The Manufacturing Institute has partnered
blue-chip enterprises, healthcare and public
sector organisations in the UK and Europe
over the last 14 years and has helped all
these different sectors to understand their
individual needs. Their more recent work with
awhole gamut of NHS Trusts is helping to
transform the care given by hospitals such as
Stockport NHS Foundation Trust; Blackpool
Fylde and Wyre NHS Foundation Trust ;
Southport and Ormskirk Hospital NHS Trust;
West Middlesex University Hospital NHS Trust
and Royal Devon and Exeter NHS Foundation
Trust. Later issues of LMJ will provide the
opportunity to gain insight into detailed case
studies of the challenges faced by some of
these institutions and the methods found
useful in tackling implementation and change.
More information about these lean initiatives
and others can be found at
www.manufacturinginstitute.co.uk/healthcare
END
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Lonstruction
With lean
foundations

If you look at the history of lean implementation
as the length of an average lifetime, lean in
construction has happened during the last

breath you took. Driven by the 1998 Egan Report
‘Rethinking Construction”and the findings

of the Industry Forum the Construction Lean
Improvement Programme (CLIP) has been working
with construction companies since 2003 to
introduce a structured approach to change. Here
Claire Corfe, master engineer at CLIP, shows how
the organisation has methodically transferred the
lean principles created in the automotive industry
into the construction environment in order to
tackle low productivity, out of contraol costs and
poor quality. She shows how Egan’'s comment “You
have to work as a team. If you don't work as a team
you are going to fail" gives a grounding for their

fter its foundation in 2000 the

first three years of the CLIP

programme were spent adapting
the tools and techniques, used widely

inmanufacturing, to the construction
environment. This was a vital step as

although there are similarities between
manufacturing and construction, there

are fundamental differences in the way the two
industries operate and think. Unlike traditional
manufacturing, construction is a nomadic industry
where it is very rare for a project team to remain
together after the completion of a project; also it
traditionally operates in a culture of “‘command and
control”with project management teams telling
subcontracted organisations how and where they
will work. Typically construction projects are “‘one-
off” designs that are never repeated, which fuels
the perception of construction as a craft industry
rather than manufacture. All of these elements
combine to create an environment where learning
is very often lost from one project to the next and
that the knowledge of the expert subcontractors

is often overlooked. As anyone with experience of
lean implementation will be able to see this kind of
environment is bound to disrupt and challenge any
vision for continuous improvement.

However, knowledge gained in CLIPs three year
pilot showed that with careful application our
industry could still gain untold benefits from lean.
In 2003, CLIP was officially launched with the remit
of providing assistance and support to companies;
improving competitiveness and efficiency.

approach to sustainable change.

For construction, the intrinsic lean principle of
removing waste from the work system means
focusing on improvements to cost, programme
delivery, quality of the finished structure and
safety performance. The waste that we look
toremave is categorised by the “/ Wastes” -
walting, overproduction, rework, motion, process,
inventory and transportation.

However, there is an oft-missed eighth waste that
lies in the misuse of people and it is this which
often differentiates between success and failure
for aproject. People waste is characterised by a
failure to take advantage of the knowledge and
experience of the people who work at all levels
within the organisation. If you are ever passing

a construction site, look out for the basket by
the front gate where workers leave their heads
before coming on site and being told exactly
where, when, and how to move their arms and
legs in order to build!

When we ask the people who do the work to be
involved with the planning and improvement of
the work, projects always make greater progress.
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Firstly this is because there is a better pool of real workface
knowledge of how to do things in the best and easiest way, and
secondly because people buy into a process that they are having an
influence on. Projects need to consider what motivates their people
and invariably the greatest motivator is people feeling valued; when
we involve people in their work and help them to put ideas in place
to make it better, they are more motivated, benefiting them, the
company they work for and the final customer.

Gaining this level of involvement however will require an
investment in time and effort. Engineers with lean knowledge
need to work with people at the workface or with those who
perform the process that is being focused on, working on the
project inreal time. Tools and techniques applied on the job will
be of far greater value than any that are taught in a classroom and
then checked back on. When CLIP engineers assist a project in
this way it means we get to be part of the team, working alongside
them; coaching, motivating and guiding people. We help them see
how the lean philosophy can be applied to their own work in a way
that allows them to continue with their new approaches when we
are gone.

Key to enabling continuous improvement are what CLIP call the ‘S
Sprits”. Their purpose is to foster lean culture. They are not sector
specific and can be applied to any discipline, indeed they are a fair guide
to the way we should live everyday life. The “spirits” are shown inset.

Challenge all the fixed ideas. \We value the experience that
comes with people, but sometimes that experience conspires
against us. Why do we do the things we do in the way we do? One
of the most common answers to this question is “because it's the
way we've always done it”. Construction has always been based
on tradesmen with great experience passing that knowledge onto

those just starting out. That is a great way to capture best practice,

but also a great way to repeat out dated or inefficient practices.

Questioning fixed ideas is a way to encourage the separation of the
person from the process; it is about getting people to challenge the
process to make it easier for the person or more effective for the
final customer.

Do it now! No excuses. We all have experience of one of those

great team building days where we all get together and get
ready to change the world...after we've answered our e-mails
or maybe on the next project, sometime. Change is easy to plan
but often very hard to put into effect. Once a team has decided
what they need to do in order to improve, this must be acted
immediately. Get people ready to have whatever telephone calls
discussions that are needed - removing the excuses to make it a
simple step.

www.leanmj.com
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Use your wisdom, not your money. When we come across an

issue, our natural reaction is to throw some money at it,
whether this is in the form of resources or a new software system.
If we make the effort to understand the root cause of the issue
(see the next “spirit”) we often find that the issue can be solved and
prevented from reoccurrence by using our collective knowledge to
make a small change to how we do something.

Get to the root cause by asking WHY? - 5 times. ‘| keep six

honest serving men, they taught me all [ knew, their names
are what and why and when and how and where and who” (from “The
Elephant Child" by Rudyard Kipling). These “honest serving men’
are some of the most powerful words in the English language, with
‘why” being one of the most versatile and useful. Asking “why” 5
times is a skill that all children have; as adults we discard it but it
is often an excellent way to get to the root cause of a problem.

Improvement is infinite - Better is not good enough. By

definition continuous improvement never ends; once you
have made an improvement, celebrate it and then ask “what next?”.
Implementing any change takes a certain amount of drive, if you
make an improvement or change and then sit back and relax, you
lose momentum and impact and future improvements will not
benefit from your first. Take things in small, logical steps and you'll
soon have a team of people who think innovatively naturally and
for minimal effort you'll see a big difference when you look back.

Experience shows that any organisation wide change management
needs an ultimate drive from top level management - they must be
committed to the change and show this in their words and actions.
It means having a consistency of purpose - one goal that everyone
is focussed on supported by top level understanding of the purpose
of lean philosophy and by engagement throughout the workforce.

Pilot schemes can help to gain by-in from where it matters most.
Beginning a programme where it matters most — at the point of
value, on the construction site can allow a small team of people
tostart aripple effect that radiates through the business. Lean

is about involving and empowering people at all stages of the
transformation; get them involved at the start by communicating
objectives and getting input from them. Advertise progress in all
areas showing success and failures, with reviews and actions at
each stage. Give teams the ability to change areas that affect them
directly in line with company objectives, e.g. how they do particular
processes or report, or set up their offices. Management must be
aware of not dismissing any suggestions for improvement without a
good reason for how it moves away from the company goals.

Further information...

For more information on CLIP contact Claire Corfe at
corfec@bre.co.uk or 01923 664228.
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Oakwood Bullders and Joinery Ltc

Sarah Fenn, Oakwood's financial director,
explains how CLIP helped the company
to improve efficiency and productivity,
foster strong team warking and enhance
their professional image.

Oakwood Builders and Joinery is a company that has
experienced significant recent growth — developing
from a small family firm to a larger company with

sister companies alongside. The main work undertaken
comprises high-level refurbishments for private clients.
We were looking for a way of maintaining and enhancing
our professionalism and forward thinking, and to ensure
that we operate as efficiently as possible and to the
satisfaction of our customers.

We used the lean improvement tools below to examine
our practices, identify where improvements were
needed and visually represent our planning.

Process Mapping — Visually representing work
processes using colour coded post-it notes to identify
who does what - and when, why and how they do it. It is
important to fully understand the processes that you
are trying to improve.

Collaborative Planning - a structured approach to
planning activities that encourages input from everyone
involved in the project. The team produces weekly

plans based on what work can be done, and reviews the
previous week's plan to highlight areas of improvement.

Visual Management - the details of a project’s status
are openly displayed so that everyone involved can
clearly see its historical performance, it's ‘here and
now” progress, and any future potential problems.
This highlights any improvements and actions needed,
quickly captures snags that can then be analysed

and dealt with before they hamper progress. It

demonstrates to all that the team has the project
under control. Wherever we have implemented the
visual management technique, this has generated a
natural improvement in team-work, forward-thinking
and planning

We used process mapping to focus on the way in which
we recorded costs, work progress and variations, and
invoicing customers for work completed. It helped

us to identify delays, gaps and inefficiencies in these
processes so that we could set in place simple actions
at theright points in the projects to make the process
of application for payment much simpler and timely.
Overall we improved the delays in cash flow we were
experiencing due to late applications by over 3 weeks.

Having applied collaborative planning and visual
management and found them helpful, we adapted
them to our particular circumstances to develop
avisual planning tool that has been added to our
routine practice. This addition has resulted in excellent
reactions from clients and has created opportunities
with future clients, enhancing our professional image.

We have taken a flexible approach to how each site
wants to use the visual planning tool and where
appropriate on our smaller projects, simplified versions
are used with whiteboards for action lists or marker
drawn plans. A recent project was undertaken without
using the visual planning tool and by the end of the
project the team agreed that the project had not been
as controlled, or significantly, as profitable, as the
projects running the tool.

Overall, this approach has supported our aspirations
to be intelligent builders in a professional, forward
thinking company. We have achieved a cultural

change that has enhanced planning and improved
communication and organisation in the company
Crucially, where things have changed, the effects have
proved to be sustainable.
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Dr. Keivan Zokaei of the Lean Enterprise
Research Centre, Cardiff University reports
on the key findings from a major study

into the UK Fast Moving Consumer Goods
(FMCG) industry mapping 33 extended supply
chains from primary production through to
consumption. Moving from point analysis of
individual issues FMCG has moved a more
holistic approach to improvement, from
efficiency to effectiveness to sustainability
and other sectors need to follow in their
footsteps. The article aims to highlight ways
in which “true lean” can shape the future of
FMCG. Using Tesco's approaches by way of
example it will identify some of the challenges
and opportunities on the harizon.
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Of

he FMCG industry is a source
Tofinspiration for operations

and marketing managers
across different industries around
the world. In the current economic
downturn when the automotive
and construction industries have
nose dived, companies such as
Tesco and Walmart Carrefour
have been going from strength to
strength. This is partly down to
the less credit dependent, nature
of the FMCG sector, but is also
attributable to close customer
relationships, adopting principles
of lean thinking and a relatively
mature understanding of the “voice
of society”. Lean (sometimes referred
to as Efficient Consumer Response
in the FMCG sector) has become a
cutting edge concept in the growth
of FMCG companies acting as an
important vehicle for ideas and best
practice dissemination. The results of
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the VCA study on which this article is based are illustrated inFig. 1. From
these and other data valuable insight was gained into the levels of both
efficiency and effectiveness operating in the 33 supply chains involved.

The inner layer represents companies which were squarely focused

on internal efficiency improvements, the second ring

Sustainablility oriented value chain
Environmentally friendly and socially responsible

Effectiveness oriented value chain
Beyond efficiently focus on value enhancement

Efficiency oriented value chain

Efficiency oriented firm
1

shows a more advanced situation where
companies had learnt to collaborate for

efficiency opportunities beyond the
boundaries of the single firm,
finding synergistic solutions.
The third ring represent even
greater maturity in value chain
management wherein chain
effectiveness becomes an
established theme; aiming to
understand the needs of the
end-consumers and realigning
inter/intra firm processes to
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deliver superior value (Zokaei and
Hines, 2007).
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The outer ring represents the final stage
inevolution for FMCG value chains where
economic, environmental and social
sustainability are simultaneously taken
into account. The two inner rings relate to
the industry’s present paradigms while the
outer rings represent should be situations
and give a guide for future advancement.
The model aims to illustrate that the focus
should continue to evolve from supply chain
efficiency to supply chain effectiveness
and whole system sustainability.

Creating Efficient FMCG Value Chains
There are numerous case studies detailing
how cooperation between manufacturers
andretailers leads to considerable benefits
for all stakeholders as well as the shoppers.
There is no doubt about the value of the
paradigm shift from single firm efficiency
thinking to cross company collaboration
and the benefits of whole chain efficiency
thinking are well documented (Womack

and Jones, 1996). However, there are
significant gaps between the downstream
and the upstream of the FMCG industry

in this respect. The VCA project recorded
considerable efficiency differences
between farmers and primary food
producers compared to branded product
manufacturers and large retailers. Issues
related to both in-house efficiencies such
as machine utilization and chain efficiencies
such as delivery performances and demand
management. The following table compiles
the key findings across the VCA project.

Remarkably, the project identified similar
results across different products and
channels. Also, the results show that the
emphasis of the value chain analysis work
has been on efficiency factors such as
transport, quality, demand management and
inventory levels but that there considerable
gaps in efficiency performances between
the upstream and downstream parts of the
industry remained. For example, on-time/
in-full (OTIF) delivery performance in the
downstream of the 33 chains mapped were
consistently in the high 90 percentiles

No. | Concern

1 Quality issues and product loss

2 Demand management and waste in information flows

W

In-house operational inefficiency at different levels in
the chain

Transportation inefficiencies

Supply chain structure and power imbalance

Lack of trust and collaboration

~N o |u |

Lack of contracts and risk share agreements /
opportunistic trading relationships

8 Lack of consistent measurement of operational
performances at the whole chain level

9 Inventory management issues

10 | Lack of understanding of consumer requirements

whereas in the upstream OTIF was recorded
as low as 52 per cent. Inventory levels in
most chains decreased in a similar pattern.
Evidently, whole-chain efficiency thinking
has considerable presence especially

in the downstream parts of the FMCG
industry whereas the upstream end shows
considerable capacity for further
efficiency improvements.

Translating future challenges
into opportunities

Simply put, efficiency is about doing
things right and effectiveness is about
doing the right things. In the same vein,
value chain effectiveness is defined as
attainment of consumer satisfaction

and value chain efficiency is defined in
terms of the reciprocal of the resources
absorbed. Efficiency is improved through
waste elimination, i.e. reducing the input
levels while increasing the output levels. On
the other hand, value chain effectiveness
can be improved through enhancement of
the value proposition, for instance new
features could be added to a product to
fulfil an unmet consumer need or the chain
setup could be altered to deliver a better
service. Accordingly the concept of value
chain effectiveness encapsulates agility,
adaptability and alignment referred to as
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What was observed during
the VCA project was the issue of
misalignment of supply chain

activities

(and arrangements)

with consumer value as well as
supply chain members

1 - Pork chain

Concern - Pork ch
from farm throug

the Triple-A principles (Lee, 2004).

As discussed earlier the third and the
fourthrings in Figure 1 signify “should be”
situations for the FMCG industry. The third
ring is about creating effective FMCG value
chains. What was observed during the VCA
project was the issue of misalignment of
supply chain activities (and arrangements)
with consumer value as well as supply chain
members’ inability to demonstrate clear cut
appreciation of consumer requirements in
many instances. Both of these indicate a lack
of focus on consumer needs or value chain

ineffectiveness. The VCA project created
arare opportunity for the team members
to connect supply chain activities with the
actual requirements of the end consumers.

Of the 33 chains mapped in the VCA project
l investigated 23 chains in detail and found
evidence of chain ineffectiveness in at
least 19 chains (82 per cent). Analysing

my sample in-depth using both primary
and secondary evidence, | documented

31 different examples of ineffectiveness
(several chains showing multiple cases)
described inset. The depth of the analysis
(three to five months mapping each chain)
arguably makes-up for the relatively

small sample size. Readers should also be
aware that the lack of reported evidence
of ineffectiveness in 18 per cent of the
sample is not necessarily indicative of an
effective chain. For example in one of the
chains where no evidence of ineffectiveness
was detected, the scope of the project was
restricted to the operational and efficiency
issues and the focus was only on two
upstream organisations.

d not

one-in loi
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Paradoxically, the retailer specified an extended

shelf-life for the Christmas holiday.
Concern - Shelf-life of the beef product was based
on a technical assessment that was several years
old. Improved processes had reduced bacterial
counts, but this had not been reflected in the
shelf-life. Adding this extra time to shelf-life would
result in higher shelf stocks leading to increased
availability and therefore better consumer value.

Cause - Lack of joint focus on consumer value.
Little communication and transparency in the
supply chain regarding needs of the end-consumer.

Countermeasure - Raising participants' awareness
by alluding to the problem.

3 - Potatoes chain

Concern - Up to 40 per cent of potatoes are rejected o1 t r cent), the bud
due to not meeting specifications. Reasons for uld incr by 60 pe

rejection d b '

and generaln .However,

standar

has been set at 45 mm. Certainly it

consumer research althou

that very small potatoes were not acceptable.
Another c raint was size of meshes at pro .
stage. Farmers only got paid for what was being supply chain
packed and changes in product specifications

Cause - Lack of joint focus on cc
Little communicati

Countermeasure - R
by alluding to the p

articipants

described by Zokaei and Hines (2007))
captures the “voice of the consumers”and
then categorizes the main dimensions of
consumer value to link each to at least one
relevant chain attribute.

In the above examples, it is obvious that
considerable inefficiencies occur simply
due to failing to understand the purpose
(i.e. consumer value) or not communicating
it across different levels of the chain where
possible inefficiencies were measured in
financial or operational terms. Having said
this, it is not always possible to assign
measureable values to ineffectiveness
issues since the main opportunity is in
attainment of consumers’ layalty. A key
challenge is “how to ensure alignment of
chain activities with consumer value”? The
author devised a methodology for mapping
and aligning value chains with consumer

However, aligning the end-to-end supply
chain to the “voice of customer”is only
part of the challenge facing the FMCG
sector. An even greater issue could be
understanding “voice of society” especially
on topical issues such as global warming
and corporate social responsibility.

A staggering 42 per cent of the total global

value which borrowed from lean and policy
deployment (Akao, 1992) and was tested
across several FMCG chains with significant
results. This approach (previously

warming contribution of the EU-25 countries
is attributed to food, beverages and related
activities such as cooking and eating out.
Animal foods such as meat, poultry and dairy

www.leanmj.com



www.leanmj.com

products can be singled out accounting
for more than 50 per cent of food related
Green House Gases (GHG) while transpart
of food products to the point of sales
accounts for less than 2 per cent (Tukker
et al, 2005). In the UK a recent study shows
that at least 19 per cent of our GHG's can
be attributed to food chains (Garnett,
2008) contributing a mere 8 per cent of the
GDP Such disproportionate impact on the
environment requires immediate attention
from FMCG firms.

Visionary companies such as Tesco and
Walkers have placed environmental concerns
high on their agenda. Achieving a huge

deal by adopting a systems view of their
end-to-end supply chain. Walkers crisps for
example realised that, despite 44 per cent
of their crisps footprint being in farming,

for consumers, it is ultimately the focal firm
in the chain that bears the responsibility

or conversely reaps the benefit of being
perceived as ‘green”. Walkers therefore
decided to be proactive about reducing
emissions from their end-to-end supply
chain and also to carbon label every pack

of crisps consumers buy. Since 2001 they
have delivered 33 per cent reduction of their
footprint and have also committed to further
reductions year-on-year by setting realistic
yet challenging targets. The keywords for
creating green supply chains are whole
systems approach and innovation.

The issue of creating environmentally
friendly value chains is complex one, not
least due to the limitation of our knowledge
and methodologies. It is difficult to define
which available options will provide real
results as demonstrated through FMCGs
experiment with the apparently less green
house gas intensive biofuel; biodiesel. This
revealed indirect consequences on the
environment such as the clearing of native
ecosystems and an overall release of 17 to
420 times more CO2 than the annual GHG
reduction that biofuels provided (Fargione et
al, 2008). In this case the supply chain is not
the right unit of (environmental) analysis and

the knock on economic effects should also
be taken into consideration.

But despite the convoluted nature of
environmental concerns there is no excuse
for avoiding it. Tesco has formed ambitious
plans to tackle the problem and to address
the “voice of society” whilst simultaneously
remaining en-route to become world’s
second largest retailer by 2012 In January
2007, Terry Leahy CEO of Tesco said “We
[Tesco] will measure and publish our total
carbon footprint as abusiness across all the
countries inwhich we operate [...]. We will also
increase our understanding of our indirect
carbon footprint - the emissions created by
our suppliers and customers — so we can work
with them to reduce our overall impact on
the environment. We want to do this openly.
So we will publish our carbon footprint, in

a similar way to our price checker, on our
Tesco.com website|[..]. Consumers have a
new need: to live more sustainably, and to
consume products and services which are
more sustainable. Our role as a business is to
give them the information and the means to
achieve this change. If we satisfy this need
we will be rewarded with custom and loyalty”
(Leahy, 2007).

What are our lessons from Tesco?

The leading FMCG firms are evolving
beyond efficiency and physical aspects of
chain management to focus on consumer
enrichment (effectiveness) and social
responsibility. The supply chain functions
have a critical role in delivering consumer
value and consumer enhancement where
there exists overlap with marketing.

Tesco has arguably achieved an efficiency
and effectiveness approach which can be
mapped against all four layers of Figure 1.
Tesco's full year results for 2008-09 reveal
that the total Group revenue increased by
15.1 per cent to £54.3bn exceeding their
£1bn per week sales goal. Tesco has put
value chain effectiveness first for many
years deploying Clubcard data to closely
monitor consumers and create the most
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effective supply chain the industry has
witnessed. Every store’s range and offering
depends on the local shopping profile, and
promotions are customised to individual
household shopping needs.

Moreover, Tesco has been adaptive in
understanding its shoppers financial
strains and extremely agile toreact to the
ambitious expansion plans of discounters
such as Aldi and Lidl. Firstly, Tesco launched
its discount range (to become its fourth
largest range alongside “finest’, “life-style”,
“‘own-label”and “value” ranges). In late 2008,
it cut the price of hundreds of articles and
launched 350 new products in its “discount”
and‘value’ranges. Secondly, Tesco recently
even trialled a discount store format in
Scotland which primarily focuses on own-
label and discount brands in a head-on
challenge with Aldi and Lidl. Tesco draws
upon the wealth of consumer information
Clubcard provides to strengthen its
effectiveness following the principles of
agility, adaptability and alignment to “voice
of customer”. Companies such as Tesco

are not only producing (and delivering)
what the customers demand at the pull of
the customer, but are collaborating with
their customers and customers’ customers
to gain a deeper understanding of what

the end consumers’ requirements are and

provide the most effective solution.

The translation of Toyota Production
System showed us the benefits of “economy
of flow” as opposed to the “economy of
scale” (Womack and Jones, 1996). The
severity of the current economic shock is
suggesting that even flow thinking alone

is not enough and it can be argued that we
are progressing into an era of the “econamy
of purpose’. Tesca's core business purpose
to gain customers' lifetime loyalty reflects
this. There is no mention of the share in your
pocket, growth, cost or efficiency in Tesca’s
purpose. It's all about what consumers’
value; about effectiveness. In this new

age, value enhancement is arguably more
important than waste reduction.

There are serious implications for the lean
community in what Tesco has achieved. In
arecent seminar broadcast, Jim Womack

of the Lean Enterprise Institute said:

“from [the] society's standpoint the reason
organisations exist is to create value for
consumers. [...] People are looking in the
wrong end of the telescope when they think
that the purpose of the organisation is cost
reduction. So much of the lean movement
up to this point has been focused, I think

in an unbalanced way, on cost reduction

as opposed to value maximisation which is
what the customer really wants’”.

N
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NO miracle

cure

Looking at the business landscape one

year on from the financial crash it is
obvious that adaptability has been the
key factor differentiating the survivors

Andy Spooner,

from the fallen, regardless of sector.
Looking forward, it will be those that are
able to link their current operational and
financial activities with their needs for
the medium and long-term future who
will continue to transform and succeed.
However, there is no miracle cure toride
out the current economic downturn and

business individual businesses will need to focus

development
director, Suiko

ondifferent aspects of their operations

to exploit the opportunities.

discussing ways of balancing tools and techniques, people and behaviours, results

"o

‘ his article reflects the recent experiences of three change implementers,

and practices to successfully tackle the “whys’, “whats” and “hows” of sustainable

lean implementation.

Wh ? Leaders withinan
\/ . organisation need to provide
a compelling reason for change and to start
transformation with an end in mind. For
many executives to ‘go lean” and embark

on ajourney to operational excellence

will require them to unlearn what they

have learnt before and to fundamentally
shift their thinking of what is right. Lean
cannot be seen as a‘manufacturing thing”
any longer; it is something that must be
embraced across the organisation and
throughout the organisational value stream.

Senior management must be clear on
their vision for the business and its
customers. Adel Jones, head of workforce

and organisational development, South
Devon Healthcare NHS Foundation Trust
found that "One of our greatest challenges,
has been to balance the need for revenue
with the need to improve patient care.”
Making their lean improvement programme
a strategic priority and underpinning the
new ways of working has been“a very clear
vision for the health community which will
require a huge investment to redevelop
the estate and community services”.
Furthermore, “engaging the senior clinical
leaders has been critical as they are
incredibly influential; buy-in is achieved
when becoming leaner is demonstrated

to add value to patients - our customers”.
This is clear demonstration that to support



alean‘“call to action” there must be
transparent management commitment-
enabling everyone in the organisation to
understand why the company has mapped
out the direction it has for improvement.

Being clear on the need and potential

size of the opportunity makes it easier to
present a compelling case to take action
too and LINPAC used its lean pilot scheme
(started 4 years ago) to illustrate the
potential to be gained through investing in

awider use of the programme. Mike Salkeld,

head of lean enterprise, LINPAC Packaging
quotes, “At Linpac, we didn't start with a big
bang. The first step was to assess “where
we are now” (current state) and then map
out “where we wanted to be” (future state).
We were building on a base of previous
initiatives and through the pilot we proved
the methodology and
started to develop LPOS (the
LINPAC Packaging Operating
System) to give a structure
toour journey. Having

got the confidence that it
was working, the pilot site
provided practical evidence
for other rollout sites to see
and this has clearly helped
underpin the buy-in to the
vision. The divisional vision
for the start of 2014 is; zero
accidents, a specific target
for revenue growth and
EBITDA, each site to have achieved LPOS
Level 4 accreditation - delivering ambitious
targeted saving through LPOS.”

Operational excellence can be seen as a
journey which can be measured to assess
progress and provide a framework against
which toplan ahead. It ensures that the
process inputs deliver the right outputs -
i.e.the practices (a combination of tools
and behaviours) that impact on the
targeted results (performance measures).
Mike Salkeld concurs. ‘Developing the
LPOS assessment has helped at both a
group and site basis for us to understand

NO MIRACLE CURE SUIKO

where we need to focus our efforts and
resources. Each site is assessed against
results and practices which is a key input
for the site roadmaps and detailed Cl
implementation plans.”

The challenge lies in getting the critical
balance between results and practices,
link the cause and effect and help people
understand why “What they do and How
that they do it” is important. Too much
focus onresults by relying either on a few
key individuals or adopting a hit squad
approach may get a short term gain.
However, without investing in developing
capability, the right environment and the
appropriate business systems, it will not
be sustainable. Equally excessive focus on
practices without making the link to results
will have a similar effect.

(( At Linpac, we didn't start with a big bang.
The first step was to assess “where we

are now’(current state) and then map out
“where we wanted to be’ (future state)/)

Mike Salkeld, head of lean enterprise, LINPAC Packaging

Adel Jones illustrates the point. “As an
organisation there has been a preferred
management style of ‘reactive fire
fighting’, our teams can move heaven and
earth inacrisis, and will deal more readily
with what's urgent over what's important.
What gets measured gets managed and this
behaviour is driven by issues around reward
and our measurement of success which we
are addressing. We have to measure what
we really hope to achieve.” The Trust has
taken a pragmatic approach. For example,
“We have tried to address the annual issue
of cost cutting towards the end of the
budget period by driving two streams of
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proactive improvement. Firstly, strategic
longer term projects that are given the
right resources and infrastructure to
deliver and secondly, making continuous
improvement central to the leadership role
at all levels to deliver in-year

waste reduction.”

Wh p Arguably the largest
at . commitment and

the most important aspect of a lean
transformation is ‘respect the people”.
Without it and if not addressed, it will
become a major obstacle leading to a
failure to adapt and deliver, with the change
remaining another “initiative” rather than
the “way of working’.

([ There must be an
appropriate balance
between embedding
tools and the associated
behaviours or between
processes and people /)

Richard Lloyd, of Constellation Wines,
Australia and Europe, saw getting the
people right was critical to ensuring they
had the best chance of developing the
right culture at their new site. Despite
Avonmouth being a greenfield site they
have transferred key personnel from

the Whitchurch site. Lloyd explains ‘I
spent six months at Whitchurch before
we started to map out the new factory

to fully understand both the strengths
within the operation and what we wanted
to do differently. Our selection of people
was seen to be critical and we made a
big investment in recruiting the right
people. We were looking for people who
would fit in and grow in the new culture.
We undertook a full assessment process

starting with the manufacturing leaders
through to the operators who were
recruited on a 50-50 mix of technical
ability and interpersonal skills. At

each stage, leaders were involved in

the recruitment of their own people to
ensure we established ownership and
accountability at the right level." He
continues “The customer is at the centre
of our operation and a focus of our
induction and ongoing development of our
people. For example, all our employees
have a certificate in wine tasting and are
educated in the wines that they bottle,
essential if our people are to have a sense
of pride in delivering a quality product.”

Adel Jones reinforces the view that “respect
for people”is a prerequisite, “Healthcare is
such a people based business, we have to
focus on behaviours as everyone can impact
on the patient experience (good or bad).

One of the challenges is that what is “waste”
in the direct care of patients is sometimes
based around individual preferences and to
get everyone’s buy-in can be difficult. We are
continuously looking at new ways to engage
staff, but it shouldn't be a surprise that one
of our most successful interventions when
commissioning redesign is listening, through
listening events. A key focus now is to give
them control to enable them to fix the things
that they can do themselves.”

There must be an appropriate balance
between embedding tools and the
associated behaviours or between
processes and people. Process
improvement without paying attention
to the people and organisational culture
issues will lead to a robotic adoption of
proposed changes without substantial
commitment to them. Suiko believe that
to embed exceptional practices, it is
more about changing mindset than tools
(think 80:20), developing a culture which
encourages enabling BEHAVIOURS. Self
discipline and ownership are key attributes
for everyone, for it is this that maintains
the processes’ sustainability.
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A successful lean culture needs a methodology which emphasizes
developing the right behaviours not simply deploying more

tools; doing things at the right time and in the right order. For
many, the tools will often have been tried before so it is not
about reinventing the wheel or introducing a new technique, but
instead, it is about getting the wheels back on a bus which is
driven by an involved team.

LINPAC's Mike Salkeld explains that “Within LPOS “lifting the game”
of the organisation is about combining the “best of best” practices,
which we encourage through many channels including our best
practice community, business briefcase and sharing events. It
encourages a consistent approach, starting by ensuring the basics of
operations management are right and are in control. Once achieved,
it is then possible to drive effective and proactive improvement.”

At Suiko the “what” aspect in a Cl journey describes the phases

an organisation progresses through on its journey to excellence.
The rate at which a business moves up the levels will vary and will
depend on the pull that is created to make the change happen. The

top tips below, act as a prompt to challenge people to think about
what is important.

Diagram 1: Suiko What™: Levels 1-5top tip

Foundation Control Improve Optimise Excellence

A
@

targets
What's in : Capable Protective and
What am | Challenge o Create and exploit

I

It

)

1)
”II.II{/ v

Internal view External view
Reactive » Proactive » Strategic
Control costs Enhance customer value
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Salkeldreflects “We had some faltering
starts where we focused too heavily on
doing tools rather than putting it in context
and asking when to use and why. We learnt
that when the TOOLS & TECHNIQUES are
used appropriately it helped us to see more
clearly, measure, focus, problem solve

and collaborate and created the pull for
knowledge.” Similarly, Lloyd emphasises that
he is not a“tool head’ but does see the value
in having a common language and applying
standard work to “tool application” in both
the manufacturing and support processes.

([ The programme must be
driven; management need to
apply energy and attention
to the critical activities to
make it happen/)

Many of the tools in the lean toolbox
have a common theme which is linked to
the process of problem solving in order
to improve performance and exploit
opportunities that may previously

have been hidden. The pace at which an
organisation can adapt to rigorous and
effective problem solving will depend on
many factors and starts with the leaders,
leading from the front and by adopting
and using themselves the principles of
effective problem solving.

Arguably, embracing problem solving is
the biggest win organisations can get in
the short term; mobilising their employees
to better utilise their innate knowledge
and expertise in their processes, it's

about adopting the right mindset. Richard
Lloyd builds, “Developing each individual’s
capability to lead the full problem solving
cycle will take time, but getting everyone

involved in the basics was encouraged from
the start. We have tried to embed the 3 Cs
(concern, cause and countermeasure). For
more complex problems we have adopted

a standard method, the A3 management
process, to help provide rigour and make

it easier for others to support coach and
challenge.” He continues “With any of

the tools, it is key to be able to choose

the right ones for the job, applying a few
things well to make a real difference. Being
prescriptive with the approach makes

it predictable, repeatable and easier to
support and coach.”

H ? Successful implementation
OW . of lean thinking depends
on the organisation’s ability to develop an
holistic approach, incorporating process
understanding with employee engagement.
The output of this will result inan
integrated, joined up programme that will
lead the organisation on a sustainable and
common journey to operational excellence,
bringing together all initiatives into a one
team, one plan approach.

Aclear strategic framework that is aligned to
the business vision and sets out the roadmap
for the journey is essential. The framework
will help to direct focus and should provide
guidance for what needs to be done. The
programme must be driven; management
need to apply energy and attention to the
critical activities to make it happen. This
requires robust programme management
and includes activities such as governance,
tracking and strong change management.

To mobilise the organisation and ensure
that operational excellence is embedded
in its widest sense requires a balanced
approach to implementation, with each
element of the approach running in
parallel. As the diagram below illustrates
to fail on one or more of the elements of
the approach will lead to a suboptimal
programme. Recognising this risk at

the start of the journey will enable
management to mitigate the risk of failure.
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Diagram 3: Suiko How™, abalanced approach - all the elements must run in parallel for a
successful implementation
Making it happen
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In most cases the tools are easy to understand and
readily available, but getting them embedded into
“the way we do things” is more difficult. Most of the
change effort will need to go into influencing the
behaviour change and deliver the expected results.

In the current climate, for many organisations that
are in the process of implementing new “ways of
working’, there will be the inevitable challenge
around whether the business is following the right
path as the sense of urgency quickens. It is right for
businesses to remain prudent; however it is also
arguably the most opportune time to adopt lean and
implement operational excellence. It is critical that
people do not go for shortcuts and miss out on the
important enablers. If driven appropriately, even

in this downturn, a company can gain competitive
advantage and emerge as a more capable player.
Capability to respond quickly to the upturn will set
companies apart. £ N D

J
J

www.leanmj.com



www.leanmj.com

Paying tribute to Lean
Systerns thinking —

Understanding Dernand in Financial Services

nyone who has dedicated time
A to alean initiative or drive for

efficiency improvements knows
cost is not on activities but in flow.
However, despite this knowledge we
constantly see projects initiated to focus
on elimination of activities in the hope that
this will minimise costs, without any real
appreciation of the purpose of the work
being carried out. The consequence of this
being that the promised cost reductions
never come through and the new processes
cannot be sustained.

The root cause to this problem is that we
tend to forget to see organisations and
processes as systems and instead focus on
one or two areas where, according to the
functional organisational chart, we think we
can do some good.

When this project started the debt
collection system in the example company
was characterised by the pursuit of as
much of the outstanding debt as possible
with the least possible cost. The debt
department’s eight employees are
responsible for the entire process and
financial result.

In a traditional lean manufacturing
environment projects will begin by

looking at the processes and measuring
time, efficiency and effectiveness and
attempting to create standard work. In the
service and administration environment we

are currently studying we began by trying
to understand the system purpose - from
the perspective of the customer. This
understanding is vital since it is the only
way to ensure we create the right focus
for company work. It is to no use doing the
wrong thing right!

In understanding the system purpose it is
essential to have a clear view of demand
and to be able to answer the essential
question “what are the problems customers
turn to the company to get solved?”
Studying demand will reveal if the work
system is designed to solve the customer’s
problems or if the system design actually
creates unnecessary work providing no
value to customers.

To understand demand you need to
appreciate the difference between
Value Demand and Failure Demand as
defined bellow:

Value demand: Demand from the customer
to help them solve their problem.

Failure demand: Demand caused by a
failure to do something — or do something
right - for the customer.

To help the reader understand the flow
of work at our insurance company the
following diagram highlights their work
system and shows work triggers which
stimulate demand.
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In this particular case the majority of
demand entered the company from the
following three channels (not inclusive
of ongoing cases which, although
important, will not be addressed in this
particular study):

1. IT-System (automated demand)

2. Correspondence- in the form of letters
and email

3. Telephone

The major cause of failure demand for

our insurance company is generated by

the IT-System. This system automatically
generates cases for debt collection

after a customer has failed to respond to
three payment reminders. From systems
perspective this creates 100 per cent
failure demand from the IT system since all
cases are generated after three instances
of contact with the customer which make no
positive impact onresolving the customer’s
problem. The result of this kind of failure

is a system which is not focused on the
customer needs i.e. to pay their premium
andreceive insurance, but rather on the

company’s need to collect debt- Hardly

a situation likely to encourage customer
loyalty or sustainability for the company.
This problem can easily be solved by
ensuring that customers are contacted
directly at the first issuing of payment
reminders instead of reliance on the
automated prompts and waiting for the
debt situation to escalate. Every company
(no matter what business they are in)

knows - or should know - that it is far more
expensive to gain new customers than
retain existing customers. This is especially
important within the insurance business
because revenue per customer significantly
increases after three years “partnership”

Regarding correspondence; all
correspondence received by the
department was analysed and some

of this came in the form of letters,

however, in our day and age the large
majority was accounted for by email. The
correspondence included communications
between different departments, customers
and collaborators; all of these entered the
department through a common inbox.
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The major problem revealed with
correspondence was the unnecessary trail
of repeated communications back and forth
asking and answering questions which could
have been addressed in the first instance.
Enquiries with the employees in the debt
collection department revealed that they
knew some of their answers would provoke
another question, but because of lack of
time they chose to limit their answer to

the specific asked question (a particularly
common approach in intra-departmental
communication within the company).

({ According to the study only five
per cent of received e-mails can be
categorised as value demand. The
rest rating as failure )]

According to the study only five per cent
of received e-mails can be categorised as
value demand. The rest rating as failure.
Unnecessary work which does not provide
value in the customers’eyes.

The above situation is a clear expression
that inappropriate systems conditions

are in operation due to a work culture
which is focused on company needs and
which rewards apparent industry over
effectiveness. Employees handling high
numbers of cases are considered to be
more productive than those handling less -
regardless of whether how many cases are
being solved.

The third channel for incoming demand was
phone calls. Before starting of the project,
the employees believed the amount of
phone calls coming in every day was very
high and a significant factor for stress
because of the constant “disturbance”.
The studies of incoming phone calls are
interesting because they clarify what the
customer’s ask for when contacting the
company. It was revealed that 44 per cent
came from customers keen to arrange for

the payment of any money owing in order to
maintain their insurance, a statistic which
clearly negates the latent assumption
behind company purpose; that customers
being approached by the debt collection
department were unwilling to pay their
premiums. An assumption which existed in
the company due to a lack of end-to-end
vision and insufficient knowledge of the
customer’s case prior to its arrival in

the department.

A common approach to the issue of
improving customer satisfaction is to
institute questionnaires, interviews and
focus groups which survey customers,
however, the success of these surveys often
proves to be limited because the questions
askedrelate to the companies ‘believed
view of the world” and not necessarily to the
customers’ requirements or perceptions.

The systems thinking approach is to

start by LISTENING to what customers

say, as opposed to ASKING. This can give
you valuable knowledge about how the
customer’s experience and perceive the
service being provided.

As part of this lean project the manager and
employees undertook training on studying
their work and implemented the following
rules when answering calls:

M Take anote of what the customer said as
anintroduction to the conversation

B Listen totherest of the call

B Take anote on how the conversation ended
(did the customer’s problem get solved?)

As aresult of this the satisfaction of
customers making calls increased - but
more importantly, due to a heightened
perception of the purpose of the work,
employees reported that the level of
incoming calls actually significantly
decreased since far more problems were
resolved at first point of contact.

The results of the study are shown to
the right:
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TELEPHONE INTERNAL AND EXTERNAL

Demand Internal Value Demand

B Please tell me if this customer has paid her debt B When we help the customer sort out a

B What s the status for this case concrete problem

B Please stop the debt-collection process for
this customer Failure Demand

H Allinternal demand

Demand External B Phone calls for lawyer asking for further info

B | would like to pay, but can’t until next month B Customers complaining
®  Could you please give me documentation for the debt
B Canwe make an arrangement Analyse
B | have already paid and would like a receipt B Welistened to 109 phone calls over the period of 1 week
B | will pay tomorrow
B Youforgot to give me all documents in this case The run chart below shows the amount of incoming phone calls
B Why the f... should | pay this? for the period October 6™ to January /7™
50~ Phone calls offered and answered in debt collection department —=— (Calls offered
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e the team conc

Value Demand - 34 per cent of all incc g s Failure Deman

It is clear from the above observations do so. This may initially seem areasonable
that the overarching problem effecting all approach for the debt collection department
channels of demand is that the company is put if their work is driven by this purpose we
employing a system which is not designed must ask what the impact will be on customer
to solve the central customer problem of satisfaction, customer retention, company
paying their insurance premium but instead image, employee satisfaction and, at the end

to collect their debt when they have failed to of the day, on the survival of the organisation.

www.leanmj.com
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Given this conclusion and the particulars of
this case there are a number of things that
can be done to alter the system purpose
and convert work into value demand rather
than failure demand. Both corporation and
employees must be closely involved in the
formulation of this new purpose and new
methods of working,

In this case immediate impacts on the level of
failure demand could be made in this case by:

M changing the automated IT system
which currently creates 100 per cent
failure demand however this change
must be followed up but a re-design of
the daily processes and competencies
available in the department so that
they can capture the value demand
available at the beginning of the
payment reminder process.

M Focusing less on the time involved in
answering correspondence and focusing
instead on fully addressing the stated
questions and background issues
involved in each case. This would require
a shift in emphasis away from the volume
of cases being studied by employees as a
measure of their productivity

M Listening to the questions or problems
raised in calls and providing solutions
such as flexible repayment to customers-
for instance being able to pay the annual
premium in instalments to lessen the one
off impact on customer finances.

Editor Comment

PAYING TRIBUTE TO LEAN SYSTEMS THINKING JACOB AUSTAD

Above all everything must be
underpinned by a company purpose
which is understood in the same terms by
management and employees and which
addresses the real requirements of the
customers - not the company. Only when
this is achieved can value demand be
maximised for organisational benefit.

Following this study failure demand
rates were reduced by 90 per cent
overall. The most notable single area

of improvement however was in the
changes to the automated payment
reminder system. A need to contact

the customer at the point of the first
reminder being sent was established and
as a consequence 80 per cent of those
paid their insurance premium within ten
days. Furthermore the index of retained
customers rose from 15 to 81.

According to the project team involved in
this study the most significant learning
was knowledge about why organisations
work the way they do and when you are

a part of the system it is very hard to
change your view. This project has been

a journey in studying and understanding
the connections between daily work and
the relation to the customer’s

real problems.END

(This study was based on the theories
in John Seddon’s model for CHECK, and |
encourage the readers to read his book
Freedom from command and control)

“This paper illustrates the power of studying demand. The volume of failure is striking
(similar to others I know) and it teaches that the current purpose (get as much money
from these bad people) is dysfunctional. The design features of the system (treating
demand as work to be done, managing activity, targeting revenue) were creating waste,
thus greater costs and worse service the opening point about lean initiatives focusing
wrongly on activity as cost is arguably worth an article in it's own right.

The key value practitioners can draw from this articles is encapsulated in the author’s
comments about the difficulty of establishing a truely customer focused purpose and
the potentially misleading nature of questionnaires etc which 'relate to the companies
‘believed view of the world”and not necessarily to the customers’requirements or
perceptions” The author makes a crucial point about listening rather than asking

in order to gain an accurate image of the service being provided. This approach is

invaluable to practitioners”.
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sing Factory
PhySICs (N a lean
fransformation

Justin Watts,
Clmanager
at Burtons
Foods

efore this project, our company had a
B ‘one size fits all” transformation model

the main thrust of which was to improve
throughput by continuous improvement
creating a focus on making more without any
real consideration of lead time improvements
or improving flow. This resulted in a situation
where capacity was created but no extra sales
were forthcoming in the market.

The improvements to production, productivity
and delivery we made during this project can all
be traced back to a simple guiding statement
from Factory Physics - “A production system
is optimised at maximum throughput and
minimum cycle time”. Where our business was
missing the point was that higher throughput
levels were being created and maintained with
higher levels of WIP (Work In Progress) but
with longer cycle and lead times. Lead time in
any form was not being measured or used as a
driver for improvement.

The study on which this project is based
compared a lean transformation plant,
considered to be significantly advanced in its
program in terms of tackling process waste

and variability, with another company plant
which had not yet embarked on a lean program.
(Hereafter these will be referred to as the
transformation plant and the comparison plant.)
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The comparison plant had considerably higher levels of variability and
a lower throughput rate of sheets per hour than the transformation
plant. At the transformation plant there had been a focus on

reducing variability on the principle that it will always degrade the
performance of a production line whether by lost throughput or by
increased cycle time. Many people (including the author), are used

to thinking of variation as variability in process rates, and that

highly variable processes surely have the greatest bearing on lost
throughput and longer manufacturing lead times.

This standard thinking was challenged however when comparison was
drawn between the two plants’ manufacturing lead times using the
example of the cycle time from corrugator to converter.

The diagram below shows the main stages of a typical paper
conversion process.

Material Flow

Variability in process rates were measured in the comparison and
transformation plants on a shift by shift basis in two ways; using the
coefficient of variation from the Factory Physics frame work and
using IMR charts.

The process variability is shown below.

Coefficient 0.300 -
of variation
along routing 0.250

0.200

Cv 0.150

0.100

0.050
m Corrugator 0.000
W Converter Comparison Transformation

Site
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Looking at the results the first thought for the author was that
the plant with lower levels of variability would have better flow,
i.e. shorter and more predictable cycle time or manufacturing

lead time however, this did not prove to be the case. The inset

table shows that, despite its advantages in terms of variability
and throughput, the transformation plant had not significantly
outclassed the “non-lean” comparison plant in terms of cycle or

lead times.
Plant Rate per hour at | Cycle time | Standard
the converter mean deviation
Comparison (high 3601 19.64 1575
variability)
) Transformation (low | 5744 1760 12.78
ome (not all) of the crule variability)
principles and relati '
are relevant in this case :
summa ib In addition neither plant had any real way of predicting cycle
Little's Law; or delivery times since the standard deviation has high in both

cases and so predictability was low.

B Lead time or cycle time = work in
progress/throughput The purpose of this article is certainly not to refute that

B Increasing variability always tackling process variability is vital in a lean transformation but
degrades the performance of a as the following will show, thinking carefully about flow and
production system applying relevant measurements from Factory Physics, can be
If a workstation increases the enabler which allows process improvement to really
utilization without making any come to fruition.
other changes, average WIP and
lead time will increase in a highly Since throughput in the transformation plant was higher but
non linear fashion. the cycle times in the two plants were similar we were quickly
Variability in a production able to assume that the differentiating factor must be WIF, and
system will be buffered by indeed this proved to be the case (Little's Law).
some combination of inventory,
capacity or time. Variability,
Utilisation and Time are
interrelated (Basic version of
Kingman’s equation) called 80000 —

Ave WIP sheets

the VUT equation i.e. if you
increase utilisation without B
reducing variability cycle time 60000
will increase.
40000 [~
For further readi
Hopp, W. M.L. :
Factory Physics, Inc. 200€ 20000 [~
0

Comparison Transformation

www.leanmj.com
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This led to the conclusion that the WIP must be having the greatest
effect on cycle time and that variability in cycle time was being
added to the process by bad control and not by the process rate
variability. To investigate; a daily measure of WIP was taken at

random times. This can be seen below.

180000

160000

140000

120000

100000

s199yg

80000

60000

40000

20000

WIP in Transformation Plant

[ Sheets

—e— Time

0 1 2 3 45 6 7 8 9 101112131415 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 0

Daily Observations

Time

What we learnt was that the effect of
batching at the corrugator for efficiency
reasons and of arrivals at the WIP area were
causing variable WIP and in turn variable flow
time. This meant that flow was being affected
by where in the queue anew job arrived in
relation to the WIP which might account for
anywhere between four and 28 hours.

To overcome this quandary we were able
to turn once again to Factory Physics
and make use of Kingman's equation. The
equation simply proves that the part of the
cycle time spent in a queue is determined
by not only the process variation of the
station i.e. hourly rate, but also by the
arrival variation and the utilisation. This
means that using lean tools to reduce
process variation or improve OEE can do
nothing on their own to improve flow.

As a consequence of this thinking arrival
time in the transformation plant were
studied and proved to be highly variable
i.e. the flow of product was very irregular.
This situation was perpetuated by the
internal policies and choices mentioned

in the introduction to this article which
focused on “making things” in isolation in a
cost driven pursuit of “efficiency”. As John
Seddon would say, the business was guilty
of “managing the budget” and trying to
benefit from “economies of scale”rather
than serving the customer and benefiting
from “economies of flow".

Our first move in tackling flow variability
was to look at the patterns we had recorded
when measuring WIP. When we look at

the WIP graph we can see that there are

no occasions where WIP runs out and

www.leanmj.com



www.leanmj.com

throughput is lost and this shows that the transformation plant had
successfully managed to assure a minimum WIP. However, according to
Factory Physics a pull system is only as effective as the strictness of a
WIP Cap. Applying a maximum WIP would reduce variability in cycle time.

Another adverse effect on cycle time was that once WIP arrived into the
holding area, it was quite often shuffled out of FIFO sequence to save on set
up at the converters (again for economies of scale). This increased output
but also increased cycle time.

This sequencing logic can be seen below. 1 refers to the first phase in the
logic of scheduling the plant. This started with the customer order, which
prompted production to begin at the machine with the highest running
costs followed by production finally moving to the bottleneck despite the
fact that as this step controls the out-put of the system the WIP area will be
disrupted and the FIFO system will have to be shuffled out of sequence.

Silo

Silo

44

The Factory Physics framework tells us that variability will be buffered
in some way by inventory, capacity or time. The variability in cycle
time; caused by bad control rather than process variation or unreliable
machines was having a major effect on the plant, preventing them from
being able to predictably forecast final delivery and therefore leading
to an undesirable situation where customer lead times were manually
increased as a safety buffer against the unreliable flow. Predictably
this situation was compromising both customer satisfaction and the
competitive potential of the company.

The transformation plant’s delivery dates, as in all MRP systems, were
based on average move times and process times. It also emerged that no
queuing time was included in the calculation for delivery dates and as
most time was spent in a queue, delivery dates were always wrong.

To counter this bad control and improve flow an alternative sequencing
logic was proposed. In addition to the use of Drum Buffer Rope principles
and to protect the converter with an unlimited amount of WIP, the major
change was the addition of a WIP cap between corrugator and converter.
The new sequencing logic is shown on the next page.
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Converter Schedule
based on own
efficiency
and Delivery Date

Jobs for delivery

In this diagram the logic is still instigated
by the customer need or order however

the next step is to schedule the running of
the bottleneck which controls out-put. The
third step is then to allow the corrugators
to supply the converter at need. This keeps
WIP in FIFO and facilitates flow through the
whole work system.

Using this sequence allowed the plant to;

Hold WIP as constant as possible by
reducing arrival variation, instituting a
cap and running FIFO

Reduce Manufacturing lead time and
make it more predictable thereby
reducing the time buffer on customer
lead times and reducing total

lead time.

Further work to reduce the buffer and
WIP without losing throughput.
Increase responsiveness.

Encourage customers to order

correct quantities and closer to the
required time.

Increase the business’s competitive edge.

These changes to the physical and policy
choices of the plant were supported by
measures and performance management
in the scheduling department. Daily
reviews are held at a visual performance
board which displays lead time,
manufacturing lead time, Average WIP,
occasions over WIP max, lost time for

no material at the drum. The traditional
measures for gaining low process
variation were not erased but took on a

Systems view

‘ Predetermined
maximum and
minimum buffer

lower priority. The frame of reference for
lean in the transformation plant changed
from focusing on throughput and machine
efficiency to focusing on delivery to the
customer. A goal to cut lead times by 50
per cent. This significantly increased the
competitive edge of a company which was
already an excellent business in terms of
process efficiency.

What the experiences of this research
prove is that variability is the key factor in
designing a lean transformation path and
has confirmed to two clear levels for

lean implementation.

Adding the following aspects to a current
state analysis will enable a greater level
of understanding:

Measures of manufacturing flow time,
Coefficient of variation for process rates.
And an analysis of variation in WIP levels
(arrivals).

We have learnt that by identifying and
diagnosing the greatest sources of variation
in a production system, and measuring their
impact on flow, lean transformation can be
taken to a new level which is not attainable
using traditional tools alone.

Editor Comment

Corrugator

Schedule, what to

make, based on

order for converter.

Converter tells
when to make

It is excellent to see systems thinking in lean

being applied to reducing lead times
and potentially increasing customer
value. The technicalities of this
subject are not easy but the outcomes
demonstrate what an important area
this is to come to grips with.

www.leanmj.com
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Vianaging lean
replenisnment

ntil recently supply chain
U software has relied largely on

a“push” approach for inventory
performance predictions. For some,
including manufacturers working with
build-to-order environments or for those
with complex manufacturing processes
and with several material and capacity
constrained sub-assemblies to be
synchronised, an advanced push system
remains the best option. However push
systems can be complicated. They rely on
complex estimates of projected demand
which have been reliant on fluctuating
customer needs and have limited ability
to compensate for dramatic changes in
market performance and cancellations.
Overly optimistic forecasts can therefore
impact negatively on inventory, evenin a
well-managed push process.

More recently arange of “pull” systems
have appeared in the supply chain software
market response to new demand from

an increasingly mature lean culture in
manufacturing beyond the confines of

the automotive industry. It is possible to

argue that the new pull systems recently
developed by SAP and some others do not
represent ‘pure” pull systems in the original
Toyota sense however, short of carrying

a lot of just-in-case inventory, a pure pull
system based on instinctive reactions

fails by design. Buried into its 98 per cent
customer service levelis a2 per cent
expected failure to meet demand. In the
case of highly variable demand chains, that
failure always takes place at the peak of the
demand curve (i.e. marketing campaigns,
events induced demand, seasonal demand,
etc.), substantially impacting revenue and
margins. In developing their pull supply chain
software SAP have attempted to address
this problem through introducing triggers
which can respond to one-off events and
adjust the system buffers accordingly.
These triggers act as occasional “sensors”,
they are created by monitoring overall
demand within the lead-time. Whenever
the number exceeds the total number of
Kanban, an inventory shortage becomes
imminent. A batch of Single-Use Kanban
(SUK) is then released to raise inventory
and avert shortage. SUK, being actions
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triggered by future demand,
are push processes in the
middle of a supply chain
otherwise “pulled’by lean
pull concepts.

The X axis represents the inventory performance of an item as
compared to target -the centre represents that target. The Y axis
represents the absolute sum of the parameters’error (i.e. absolute
error in average demand + absolute error in lead time). Mapping an
item on the chart provides information of its inventory performance

Pull systems have much

as it relates to its parameters’ accuracy.

less dependency on
projected demand than
push systems and are
much simpler to manage. A
pull system automatically
replenishes the exact
amount of inventory
consumed in a given period
of time, limiting guessing
andrisk by implementing
buffers dependent on
average future demand and
replenishment lead-time -
This approach dissipates
therisk of dependency
ondiscrete projected
demand by replacing it with
replenishment triggers
corresponding closely to
actual consumption. The
result of this is that the
accuracy of pull systems

Parameters
Accuracy

Item A
@ Badand
getting worse

P

Absolute sum of
deviation for Lead-time
and Pull Rate (+ only)
compared to actuals

Item B
Badbut @
improving

Average inventory
position compared
to target (+or-)

\

Inventory
Position

Items C
© Perfect

over months and quarters
is much higher than that in
push systems, relying as
they do on daily and weekly
demand calculations for
replenishment generation.

For “on-target” average inventory, all that
is needed for a successful pull system is
agood estimate of average demand and
lead-time. That is the biggest edge held
by pull over push systems. Poor inventory
performance in a pull environment can
only be attributed to an error in average
demand or average lead-time and not

to the manifold and dynamic nature of
changing demand over time. By tracking
and adjusting the performance of these
the average parameters, the outcome

of a pull project can be progressively
enhanced toreach its expected objectives.

400%

There are several ways to do this; suitable
analytics and report generation systems
are a plenty and the inset graphical

images provide examples of effective
performance tacking systems which
highlight in the “big picture perspective”
way in which “pull parameters”relate to the
accuracy of the system as a whole.

Mike Dantuano, sr. director of supply chain
operations, and John Foster, director of IT,
supply chain Management at Jabil explain
the reasons for their choices of software to
enhance their inventory strategy.

The decision to adopt push or pull
methodologies depends largely on the

www.leanmj.com



customer needs, Jabil offers
both push and pull based
replenishment processes.

Mapping all the items in a given location provides a macro view of the
performance and allows for focus on the most problematic items. A
simple glance at figure 1-b highlights the fact that although 30 per cent
of the items are performing well, many have incorrect parameters and
consequently poor inventory positions. This figure also shows that the
majority of items have higher inventory then required, with very few
having lower inventory.

The performance of a
consumption based pull
method as stated in

www.leanmj.com

Model
Accuracy

the previous section is
dependent on accurate
macro representation of
demand. The main issue
with this is that in a true
pull process this will be an
average based on historical
consumption and, as
economic environments
swing up or down, this will
lag behind the directional
nature of the business.

Jabil has enabled pull
based management
processes that address
this issue and allow for
projected directional
changes in the business
while maintaining pull
logic. The primary focus
in managing business

business environment. Certain aspects

of both processes have inherent positives
and negatives that must be balanced. Key
considerations in determining which may be

most appropriate include: product life cycle,

purchased material lead times, product

mix and forecast accuracy. When forecast
accuracy is low, pull logic is a viable option;
delinking the reliance on the forecast to
generate aMaster Production Schedule
(MPS) and manage supply based on Material
Requirements Planning (MRP).

In 2006, the EMS division of Jabil, under

pressure fromkey customers, initiated a
project to support demand-driven or pull
replenishment. Today, depending on end-

engagements in this model
moves from forecast mix
management to:

1. Better understanding the macro level
demand projections

2. Gaining visibility into end-customer
consumption patterns

3. Driving shorter component lead times
by working to enable the same pull
logic in the downstream supply chain
and reducing the total inventory
exposure throughout the supply chain
without sacrificing customer
shipment needs

While both pull and push methods can be
successful, Jabil has realised significant
benefits as aresult implementing pull
models, particularly during recession. Major
benefits have been:
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Inventory levels during recession did not rise as
is typical in a push model

As demand stabilised and increased, inventory
correction was rapid and significant -Days Of
Supply (DOS) reduced by nearly 40 per cent

The key to success comes from understanding the or more | (sit www.sap.com.
overall business climate and maintaining event-based
execution signals to reduce overall inventory exposure.

In order to maintain this event-based process, Jabil

has enabled systematic triggers within its integrated
system to allow for unique events such as large customer
orders, short-term demand spikes and manufacturing
plant transfers, to be managed effectively. As ever, the
crucial consideration when implementing systems of this
kind, is that internal IT, supply chain and manufacturing services t ectr and technology
organisations are collectively engaged in determining L mation ilable on
the best course of action and that design and execution cO > WE
needs are aligned.

Editor Comment

‘Considering the longstanding neglect between software developers and the lean
community it is therefore refreshing to see SAP's attempt to embrace the principles
of lean thinking and | hope this article will instigate discussion amongst the lean
community on how to integrate principles of “flow thinking”into systems development.

For me this article has raised key questions in the following areas:

Demand distortion is the enemy: The pull system described in this article could
dampen demand amplification to a good extent but the question remains - how
do we eliminate demand distortion? Arguably, firms using this system still
pass on unnecessary changes in demand to suppliers and/or receive noise
from their customers.

Adopt an holistic approach: Lean needs to be a systemic approach beyond JIT
or pull signals. Although, a common manifestation of lean is pull, fundamental
to creating a pull system is understanding demand for type, frequency

and fluctuations.

Systemisation of a process containing waste generates “systemised waste”:

We are undoubtedly in need of systemised solutions however it is unfortunately
in human nature that we often forget why we have implemented a system and
what its original design purpose was. This leads to taking system procedures for
granted and creating inappropriate drivers for inappropriate behaviours. This is
certainly not the developers fault however, as users we need to dare to question
the “why and what” of systems.

Pullis “one way” of maintaining flow: There is avid debate in supply chain
management over the relative advantages of push and pull systems. | dispute

the idea that (according to lean evangelism) there is any value in a push system.
The fact is that it is something we simply have to put up with day to day in our
software (even Toyota). | believe the “pull vs. push debate” could be barking up the
wrong tree. The key issue is managing the end-to-end flow and extending it as far
as we possibly can”.

www.leanmj.com
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BOOK REVIEW JOHN BICHENDO

LERC's John Bicheno
reviews: Schonberger,
Richard, 2008, Best
Practices inlLean

Six Sigma Process
Improvement: A Deeper
L ook (John Wiley and
Sons, Hoboken, New
Jersey. 290 pp.)

ichard Schonberger is, of course,
Rone of the “original gurus” of what is

today called‘lean”. Having written
the influential 1982 book Japanese
Manufacturing Techniques: Nine Hidden
Lessons in Simplicity, and aregular stream
of books ever since, he has remained at the
forefront in this field through almost three
decades and several name changes - world
class manufacturing, lean, and now lean
joined by six sigma. This latest work will
not disappoint Schonberger’s large base
of followers, amongst whom | certainly
include myself.

Best Practices is presented in six parts
that examine some fundamental questions
- including: Does Lean beget financial
success?; How has improvement gone
wrong?; The weak spots of impressive
companies and the changing landscape

of Lean. These are important and difficult
questions that both academics and senior
managers should be seeking answers to.
Does he answer them? Well, he gives them a
good shot.

As for six sigma, there is little direct
material on this topic in the book. Although
today many leading organizations have
lean six sigma or lean sigma programmes
in place, their integration remains an open
issue that best practices do not resolve.
So, the book is about lean practice, not

six sigma. But, his remarks on six sigma,
emphasizing collecting data inreal time “at
gemba” by direct observation fit in very well
with Steven Spear’s recent book, Chasing
The Rabbit. This is a welcome change from
the sometimes overly statistical approach
presented by several authors on six sigma.

Throughout the book, Schonberger offers
speculation and sometimes explanation

for inventory turn treads displaying a
breathtaking knowledge of many industries.

Schonberger followers will be rewarded
here with many practical gems and
warnings. In a snappy question and answer
style which frequently shoots down widely-
held beliefs. For instance, he warns about
future state value stream maps becoming
a set of numeric goals rather than focusing
on process improvement, insights into
capacity utilization and the importance of
some under-utilization, and observations
on counter-intuitive plant layout. The
chapter on metrics — with comments on the
‘hot”topics of lean accounting, measures,
and misguided OEE - is a section that alone
justifies purchase of the book. He continues
a theme that he has discussed in several
previous books - that good design is a
huge source of competitive manufacturing
advantage, that is recognised still by

only a few. On this, again bucking much
current opinion, he says that the West has a
distinctive lead over Japan.

Some may not like his views; some may
criticise his attention on inventory turns
being a partial view and too lengthy. But that
is classic Schonberger — always challenging,
never following the lean six sigma party line,
but always seeking new insight. £ N D



rrently an expanding pool of events available for the development

ommunity which offer both general and sector specific
es to renew your enthusiasm and gain new perspectives through
ing with lean contemporaries.

Included amongst some of the most ambitious new enterprises is the new Public Sector Lean Forum
recently launched by LERC and supported by LMJ. This forum, which was launched at a Think Tank in
Bridgend on 12 October, will soon be followed by further connect events - look out for further news on how

to become involved.

Other forthcoming events at LERC and other lean
institutions include:

LERC, Cardiff University

Lean & Green course: 22 October

This new 1 day course explores the relationship
between lean thinking and green environmental
issues and trends. Lean thinking is growing beyond
the conventional “efficiency areas” and managers
and management thinkers are realising that the real
strength of lean is challenging thinking rather than
delivering tools or off-the-shelf solutions.

Lean, therefore, has great potential beyond the
economic arena.

For more information visit: http://www.
leanenterprise.org.uk/content/view/248/259/

Lean Leadership course: 19-21 October

Now LCS Accredited, this new 3 day workshop designed
for senior staff as a major stepping stone on a journey
to creating a lean enterprise in their own organisation.
It draws on the results of LERC's “SUCCESS" research
project, which examined the ingredients for successful
and sustained lean transformation.

For more information visit: http://www.
leanenterprise.org.uk/content/view/217/231/

Lean supply chain course on 5-6 November
A hands-on two days executive course to help you on
your journey to reduce value chain costs and combat
the recession. As consumers tighten their belts and
become more discerning, time is right for renewed
attention to supply chain costs and opportunities for
value enhancement. The Lean Enterprise Research
Centre is world authority in lean thinking. We have
worked with a wide range of leading firms in different
sectors to deliver huge improvements.

For more information visit: http://www.
leanenterprise.org.uk/content/view/253/265/

Lean Accounting course on 25 November
Lean Enterprise Research Centre presents a 1 day
course that offers a lean perspective on traditional
accounting methods, illustrating how lean accounting
techniques can lead to increased profitability and
productivity. Suitable for senior production and
operations managers, lean practitioners, finance
directors and controllers.

For more information visit: http://www.
leanenterprise.org.uk/content/view/62/128/

Vanguard Consulting
Systems Thinking in Wales:
11 November, Cardiff.

For more information visit: info@vanguardconsult.co.uk

The Manufacturer:

The Manufacturer Directors Conference
2009 -12 November

Find out how lean is developing and how it fits with
parallel business strategies in the new manufacturing
age. For more information go to
www.themanufacturer.com/directorsconference

Systems Thinking in Northern Ireland

3 December (a.m.), Belfast
For more information visit: info@vanguardconsult.co.uk

Warwick Manufacturing Group
Business Process Re-engineering Workshop:
17 November and 15 December, Warwick

For more information visit: http://www2.warwick.
ac.uk/fac/sci/wmg/about/events/

will be media partner for the
IQPC Process Excellence Awards

and Summit 26-29
April 2010, London
- Attend the event
and receive special
subscription benefits!

www.leanmj.com







