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elcome to the June edition of the AME Newsletter.

been a big gap since the last newsletter.

The AME(UK) and Findlay Publications are holding another major conference in July.

June 2007

Sincere apologies again that there has

Details are

below and if you haven't registered already, you can on-line, now.

If you have any experiences, news or information to share please let us have it!

The Annual Conference — Lean Supply
Chain

The annual conference takes place on 11" July at
the Heritage Motor Centre, Gaydon and is
arranged in conjunction with Findlay Publications.

The programme contains some impressive
speakers, below:

8.15 Registration and Coffee

9.00 Introduction

Bob Davis, Chairman AME UK Chapter

9.15 Supply Chain Compression: the next big

opportunity Dan Jones, Lean Enterprise Academy
10.15 Global Supply Chains: a TOC Perspective

Dr Ted Hutchins, Director of the TOC Lean Institute
and industrial Fellow of the University of
Nottingham Business School

10.45 Coffee

11.00 Introducing Lean in a multi—cultural Supply
Chain  Simon Box, Integrated Supply Chain
Director ED&S/Honeywell

11.45 Right First Time Demand

Derek Thomason, General Manager, Supply Chain
Design Group, Unipart Expert

12.30 Sealing our Future: Lean Transformation at
James Walker

Paul Myerscough,
Walker and Co
13.00 Lunch

14.15 Lean Supplier Development Engineering

R. David Nelson, Chief Strategy Officer, HTC Global
Services Inc

15.00 Empowering the Lean Supply Chain through
High Reliability Assets

Philip A Tugwell, Senior Consultant and
Manufacturing Practice Leader, MCP Management
Consultants

15.45 Coffee

16.00 The Supply Chain Council’s SCOR model:
practical ways to achieve practical results from
your supply chain

Enrico Camerinelli, Chief Analyst and European
Director, Supply Chain Council (SCC)

16.45 Dan Jones Summary + Q&A

17.15 Conference close

Managing Director, James

You can book you place now and get more details
by following the attached link t
www.leanbusiness.co.uk

Lean and the Environment
I’'m sorry to be controversial!

In the ‘New Lean Tool Box’, John Bicheno identified
energy and water as one of his seven additional
wastes and | personally agree with them!
Working with several groups of ‘real’ people in
factories, recently, these waste causes some great
discussion.

Today, the government is trying to encourage us to
switch off the standby lights on our electrical
appliances at home, and the chair of Dixons has
stated this week that he doesn’t want to sell any
appliance with a standby mode. | flew in to
Manchester Airport at about midnight recently and
as we approached Liverpool, Warrington and
Manchester were all a blaze of light — from street
lamps and from shops and offices. | can’t help but
think that these lights would consume more power
than standby lights.

Water in the UK is one of the purest in the world
that we can get ‘on-tap’ — only a small proportion
is used for drinking — the rest of this pure water is
used for putting out fires, mixing cement, washing
clothes, watering the garden (in this fine weather)
and flushing toilets.

Our local council specifically asks that we rinse all
jars, tins and plastic containers (with our pure
drinking water, which has been purified using
energy and chemicals made by using energy)
before we put them in the red recycling wheelie
bin. Where is the sense in that?

| have some difficulty in understanding how a tree
can make a flight carbon neutral and a friend who
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works for the Environment Agency tells me that we
will need three planet Earths filled with trees to
counteract the effect of flying!

In lean we always encourage employees and teams
to collect and use real data before we make
improvements but we constantly get ‘spun’ data
regarding the environment. A recent article in
‘The Business’ commented that in Al Gore’s ‘save
the planet’ film, the scale used on one of his
graphs showed a dramatic rise of temperature in a
short period of years — the rise was, in fact two
degrees Centigrade but it was shown on the graph
as 1/100 degree Fahrenheit.

The Channel 4 film ‘The Great Global Warming
Swindle’ shown on Thursday March g™ brought
together the arguments of leading scientists who
disagree with the but prevailing consensus that
carbon dioxide released by human industrial
activity is the cause of rising global temperatures
today.

That Earth's climate is changing and always has
done is not disputed by anyone.  The fact that it
is warming now is also not disputed by anyone. But
some people think that the warming is our fault,
whilst others believe we have nothing to do with it.

The film argued that rises in atmospheric carbon
dioxide have nothing to do with climate change.
Further, the present single-minded focus on
reducing carbon emissions may have the
unintended consequence of stifling development
in the third world, prolonging endemic poverty and
disease. Recent research, presented in the
programme, apparently shows that the effect of
cosmic radiation, and solar activity may explain
fluctuations in global temperatures more precisely
than the carbon dioxide theory.

Creating Lean in Healthcare
Jim Womack’s email

Ten years ago this month | made a visit to the
Mayo Clinic’s large medical complex in Rochester,
Minnesota. | was not there as a patient. Instead |
was a sort of lean anthropologist. | was making my
first foray into a major medical organization to
examine its thought process and behaviour from a
lean perspective.
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The trip was arranged by Dr. Don Berwick, the
founder and president of the Institute for
Healthcare Improvement in Boston, who had just
convinced me that | should start LEI as a
replacement for my former home at MIT. Don
asked me to ponder a simple question: How would
a major medical system go about implementing
lean thinking across all of its activities? (As Don put
it, "In healthcare we have no Toyota to copy. We
don’t even have a Yugo. So where do we start?")

As always, | took a walk. Over two days | followed a
number of patient pathways as well as pathways
for medical supplies, patient schedules, and
specimens going through the laboratories. (Lean
Thinkers often call these pathways value streams.)
And | soon reached a diagnosis: Severe sclerosis of
patient and support pathways.

At Mayo (and in the many medical organizations |
have visited since), | found brilliant doctors who
were point optimizers, focusing solely on their
narrow activity without much thought (or
patience) for how it meshed with the other
activities  around  them. The  hospital’s
administrators, by contrast, were asset optimizers,
trying to keep every expensive machine, hospital
room, and specialist busy, even if this meant delays
for patients and heavy burdens for staff. The
nurses were the members of the organization
thinking about patient pathways and about core
support processes like handling supplies and drugs.
But they were doing this intuitively and reactively
to somehow keep things moving. They lacked
recognition of the importance of their task and a
rigorous methodology.

Together, the brilliant doctors, diligent
administrators, and long-suffering nurses were
providing healthcare that cost too much, took too
long and often produced less than optimal
outcomes. To make a lean leap everyone in the
organization would need to change their way of
thinking and acting.

My prescription was very simple: Identify all major
patient pathways as well as support streams. Map
them from end to end. Then ask how each
pathway can be cleared of its blockages,
backflows, and cul-de-sacs for the benefit of the
hospital, its staff, and its patients. Finally, and most
important, ask what changes in organizational
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lifestyle will be required to keep the pathways
clear.

What troubled me was not the diagnosis or the
prescription. | was pretty sure | was right. What |
worried about was the prognosis. My
recommendations would require everyone --
doctors, nurses, and administrators (and suppliers
too) -- to change their behaviour and
organizational lifestyle. And as  medical
professionals know, lifestyle change is usually the
hardest part of any treatment.

Given the difficulties involved, | ended my first
venture into healthcare in May of 1997 thinking it
was premature to hope for much progress toward
lean healthcare. And | didn’t return to Mayo for
ten years until last week when | spent a day with
Dr. Henry Ting, a cardiologist with a natural instinct
for process thinking. We looked carefully at the
work his team has done recently to speed patients
from the point they suspect they might be having a
heart attack -- usually far from a hospital -- to the
point where all appropriate treatments have been
applied.

The results are quite dramatic. Rethinking this
pathway saves lives -- many lives -- because the
more quickly appropriate treatments are applied
the more likely the patient is to survive and to
survive without major heart damage. And here’s
the really encouraging news: A lean pathway
reduces costs for the hospital and makes life better
for the staff. It's a win-win-win. My scepticism on
my previous visit was replaced with hope after this
visit.

But | also realized while flying home that Dr. Ting’s
team had performed a brilliant procedure on one
of the easier problems to fix and sustain. They had
analyzed a single pathway and one where the
value of saving time is so overwhelmingly obvious
that any medical organization will find it hard not
to change its behaviour once the sclerotic state of
the existing pathway is clearly revealed.
(Fortunately, their work is now being successfully
paralleled throughout Mayo’s cardiology practice
and by similar pioneers along other pathways in
many healthcare organizations across the world.)

The hard part for all of us is to tie together these
pioneering, single-pathway efforts -- which seemed
beyond our grasp only 10 years ago. We need to
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create a complete lean enterprise in which all
pathways have been permanently cleared and the
lifestyle of the organization has been changed as
well. This will require more than lean techniques. It
will require new management methods and a new
type of leadership.

Given the urgent need for this lean leap, I'm truly
delighted that my long-time co-author Dan Jones
has taken on the challenge of asking what a truly
lean healthcare system will look like. He is leading
the first Global Lean Healthcare Summit in the UK
at the end of June in which we will be asking what
kind of leadership and what kind of management
will be required.

We have invited doctors, senior administrators,
nurses, and suppliers to describe the challenge as
they see it. We will then work together to develop
hypotheses about creating lean healthcare on a
systemic basis that we can all test.

The most gratifying aspect of the recent embrace
of lean thinking by the healthcare community --
making the upcoming Global Lean Healthcare
Summit possible -- is that these are the most
important value streams in our lives. Indeed, they
often determine the length and quality of our lives.
As | told an Australian healthcare audience
recently, “Toyota takes better care of car parts
than most healthcare organizations take of their
patients.” And this is not right! We know how to
do better and have a moral obligation to do so.

So I'm deeply encouraged that Lean Thinkers in the
healthcare community are at last tackling the
world’s most important value streams. But I’'m also
concerned that we will stop short with single
pathway interventions. And I'm worried that
improvements in individual pathways can’t be
sustained because the organizations in which they
reside have not changed. What the patient -- the
whole healthcare system -- really needs is to think
through the entire system from a management
and leadership perspective so we can truly create
and sustain lean healthcare.

Cash and the Lean Enterprise
From Richard Kunst Lean Directions

| need cash! And more of it! NOW!!!

Please send your news views and comments for the next AME newsletter to:-
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Maybe not so always eloquently stated but the
theme is a constant mantra in all organizations. |
do not care which enablers (Lean, TOC, Six Sigma
etc.) you embrace; they are just tools to help
generate more cash.

| am not going to speak on the topic of increasing
revenue but rather how to reduce your operating
costs. On the shop floor cash can be identified as
inventory and in the office as information... so
what are you doing to free up this cash... cellular
manufacturing, set-up reductions, one piece flow,
formal problem solving etc.

I am in violent agreement with James Womack...
that if | had to monitor one metric in an
organization it would be inventory.. the true
reflection of a perfect process. Aggressive
inventory reduction will enhance product velocity
through the value stream, which will require
excellent quality through good engineering
principals.

Speak to any Lean practitioner or read any
publication and they will tell you that you need to
go to the Gemba (where the action takes place) to
seize the reality of the situation. But why should
folks “go to the Gemba?” shouldn’t they already be
there?

Ok let the controversy begin... Offices do not add
value... they are just a means for folks to hide from
getting engaged to generate cash. Supervisors need
to be on the shop floor working with team
members, engineers need to be working on the
shop floor improving and perfecting processes,
purchasing folks need to be in the centre of the
plant reducing inventory, eliminating shortages,
schedulers and production control people need to
readily accessible to deal with the constant
fluctuations of customer demand.

Quite frankly, | do not know why offices are
required for anyone in the organization. With the
advent of lap top computers and wireless
technology there is no need for an office... just a
small flat surface to work from.

| can hear the responses now... the plant is too
noisy, dirty, hot, cold etc. ... Pick one! Well folks
you decided on a career in manufacturing so the
environment comes with the career choice. Others
will say they need quiet space to develop reports...
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but if you have a visual factory all of your charts,
project plans etc... should be visible in the centre
of the plant... if it is not directly adding value to the
product it probably is a waste. Visual triggers need
to immediately change team behavior or call for
action.

Cellular manufacturing principals also work well in
administrative processes, but folks are comfortable
hiding in offices or cubicles instead of inter-facing
with each other. Every organization | visit
complains about the lack of communication within
their organization ... but they complain about it
from behind a closed door in their office... In a
world-class organization there are no secrets but a
common understanding and focus on excellence,
generating value for the customer and cash.

If you spend time reflecting on your meetings,
reports and disturbances to flow issues the root
cause will normally come to breakdown of
communication somewhere in the Enterprise Value
Stream. People are constantly waiting for
information in order to deliver and action... so just
imagine if the decision makers where truly
integrated as team members within the Value
Stream of the factory.

Wherever one goes, organizations are struggling
with “Sustainability” —and —a lack of committing
attention and the effort to getting the basics right
—while in pursuit of the next silver bullet instead.
People constant struggle to balance the
requirements of resource deployment or
determining if the tool(s) employed are getting the
traction required within the organization to deliver
... cash.

Sometimes you just need to stay the course and
focus on the basics or the foundational elements
of your organization. Even Toyota has realized that
they need to take all of their Team Members back
to basics. All Toyota, Canada Team Members will
be re-trained in the basics of the Toyota
production System during the next two years.
Need cash? Sometimes you can get it just for the
asking. So just start asking your team members for
ideas and opportunities to reduce the waste within
the organization.

Of course some opportunities will lie beyond the
confines of the plant but | am certain that every
team member has at least one idea to improve our
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operations. You do not need to look for those
home run solutions even though it would be nice...
but a whole bunch of singles will still let you win
the game. So go and ask them now!! Just how to
put one more unit in box today than yesterday
with sustainability... just think by the end of the
month you will putting over 20 more units in a box
daily or potentially over 200 by the end of

the year.

Still needs more cash... well once again back to
basics of work place organization (55+1) are things
in close proximity for use by your team members?

A clean and organized workplace is safe, provides a
clean and comfortable environment for our team
members and will produce quality products built
with pride.

More cash?? Clean out your graveyards... every
plant has them... the place where we hide obsolete
or we better keep it old tools, equipment and
other paraphernalia. This again is cash tied up...
sell it to a scrap dealer.

Pretend like you are going to have a garage sale
and eliminate the clutter and improve the
appearance of your facility.

Finally take the time to observe... stand in the
middle of the plant and observe and question why
people are walking, hunting or moving inventory...
if it is not on a bus route they are consuming cash.
Cash is out there you just need to take the time to
see and convert it. Have Fun!!!

From Supply Chains to Value Streams
Dan Jones

Fifteen years ago | first began to study lean supply
chains, by observing Toyota’s inbound parts supply
chain and later their aftermarket parts distribution
system. This was the beginning of a fascinating
journey with Unipart, Tesco and many other firms,
during which we learnt a great deal about
assembling all the elements that transform a
supply chain into a value stream that flows
towards the consumer in line with demand.

It is very encouraging that interest in lean supply
chains is growing again. Many manufacturers are

June 2007

now ready to extend their lean efforts to their
suppliers. Leading retailers are also challenging
their suppliers to produce and ship in line with
their lean distribution systems. As lean takes root
in healthcare delivery organizations their suppliers
will also come under similar pressures. Despite
their differences, the issues to be addressed in
turning their supply chains into value streams are
very similar. Here is my list of six questions that
need to be addressed in any supply chain.

First ask why, if it only takes minutes of value
creating time to make a product and only a few
days to ship it to consumers, are our supply chains
typically several months (or even years) long? Even
if we add a few days buffer stock to cope with real
variations in demand from end consumers the gap
is still huge — a few days compared with several
months. You only need to walk and then map your
supply chain from end-to-end to see the scale of
the opportunity.

Second, ask what can be done to close the gap
between the use of the product and when and
how it is ordered or purchased? For example, we
have been staggered to see the amount of supplies
hidden away in cupboards in every hospital ward —
literally thousands of pounds worth - all because of
the rather chaotic reordering and unreliable and
infrequent delivery from central stores. This is not
only extremely wasteful but means reorder signals
sent to suppliers bear very little relationship to
actual use in the ward or theatre. The closer the
order signal is to actual use the less volatility is
passed upstream and the smaller the buffer stock
required to guarantee availability.

Third, ask what can be done to increase the
frequency of production or delivery at every point
down the chain? Picking up just the right amount
of products from several suppliers on milk rounds
rather than waiting for several days for suppliers to
send you a full truck means you need to carry less
cycle stock. It also levels the workload, improves
the accuracy of picking and delivery and results in
much better truck utilization.

Fourth, ask how to synchronize the rate of
production with the pattern of demand? In our
experience this begins with digging behind the
point optimization, the short-term plan changes
and the fire-fighting to discover the underlying
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stability in our order and product flows. Then it
involves establishing a common rhythm to make
and to ship Every Product Every Cycle (EPEC). Then
it involves using the lean tools to speed up the
cycle from roughly every month to exactly every
week and ultimately to making and shipping every
product required by consumers every day. And
finally, it involves linking every step in a
dramatically compressed flow that responds
quickly and accurately to demand. As a result you
need to carry less safety stock at each point down
the value stream.

Fifth, ask what are the win-win gains that will
encourage partners to work together that can only
be achieved through collaboration — both between
functions and between firms? The biggest win-win
is often smoother order signals in return for closer
synchronization of production with demand.

Sixth, ask who is going to be the architect of this
end-to-end value stream redesign? Who is going to
put all the pieces of the value stream together?
Who will take the tough decisions about the
appropriate division of labour, the right degree of
risk-sharing and the correct location of suppliers to
enable the value stream to flow?

Being able to respond quickly and exactly to local
customers is a critical competitive advantage for all
kinds of manufacturers in advanced economies. It
is interesting that this responsiveness is achieved
by focusing on stability and time compression,
rather than flexibility and fire-fighting. And it ends
up costing less rather than more!

Turning supply chains into value streams does not
happen overnight. It takes time and requires a
clear overall vision of where you are going and an
understanding of the most effective sequence of
actions to get there.

HOW TO REALLY ERASE A HARD DRIVE
Thanks to Richard Kunst again — this is an extract from
his Lean Thoughts newsletter

Do you have an uneasy feeling when you give away
your old computer that perhaps someone could
recover precious passwords and sensitive old files?
If you don't - you should. It's quite easy to recover
old "deleted" information from a hard disk.
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You can spend hours going through your hard drive
deleting all the files and documents, but Windows
only removes the shortcuts to those files which
makes them invisible to users. Deleted files still
reside on the hard drive, even if you empty the
"Recycle bin". Almost anyone can reinstate your
files.

Formatting the hard drive is a bit more secure than
simply erasing the files. However, formatting a disk
does not erase the data on the disk, only the
address tables. It makes it more difficult to recover
the files. But a fairly savvy hacker can recover most
or all the files.

If you're preparing a system for retirement, you
should consider complete removal of all data.
Besides identity theft, data theft may leave you or
your company liable under federal and state laws,
with criminal penalties.

There are lots of programs that you can buy to
completely erase your hard disk. (Weblinks below)
But, if you're in the mood for a little hacking, or
have access to a geek, you can use a utility that's
already on your computer. This is "Secure Erase", a
set of commands embedded in most drives built
since 2001.

It is disabled by most motherboard BlOSes; but you
can still use it if you really want to. (Weblink
below).

Some people say that there's another, simpler
way. Just take out the hard-disk, and destroy it -
break it with a hammer. Let whoever you're giving
it to buy a new hard-drive - they're cheap enough.
How should | erase my hard drive before | give it
away?

http://tinyurl.com/yvvvfr

How to REALLY erase a hard drive:
http://blogs.zdnet.com/storage/?p=129

How to Completely Erase a Hard Disk Drive:
http://tinyurl.com/2qywml

STRATEGIES FOR RUNNING A LEAN
SUPPLY CHAIN

A lean approach to managing the supply chain is
critical. See if your company is following the
principles of running a lean supply chain. Use this
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link to read the article on the SME’s website
http://www.sme.org/cgi-bin/get-

newsletter.pl?LEAN&20070611&4&

Why Toyota Won and How Toyota can

Loose
More from Jim Womack

Simon & Schuster has just re-issued The Machine
That Changed the World, which Dan Jones, Dan
Roos, and | co-authored 17 years ago. Doubtless,
our publisher has noticed the current Toyota boom
when any book with "Toyota" on the cover sells.

Fortunately, Machine is still the best description of
the complete Toyota business system — product
development, supplier management, dealing with
the customer, fulfilling orders from raw materials
through production, and management of the
global enterprise. It still has a story to tell. As new
CEO Alan Mulally remarked to Ford employees
when he arrived in Detroit last fall, it is the best
summary of why Toyota is winning.

But in fact Toyota has already won. It's just a
matter of totalling units sold and revenues during
2007 to know exactly when to transfer the industry
leader's jersey from GM to Toyota. Much more
important from a business standpoint, Toyota won
the profitability race years ago.

The interesting question for the future is not the
precise day Toyota wins but how Toyota can lose.
The conventional wisdom is that it may fumble on
quality (as evidenced by recent recalls) or go soft
on costs or stumble in trying to make Lexus a truly
elite brand or fail to gain a stable production and
sales base in the emerging markets of China and
India.

And these could happen. But if they do they will be
symptoms, not the root cause. Toyota's real
challenge for the future is to introduce and sustain
lean management and lean leadership at every
point in a rapidly growing organization.

It's sobering to realize that many new employees
at Toyota read Jeff Liker's The Toyota Way and Jeff
and Dave Meier's The Toyota Way Field Book
(which every lean thinker should read as well) to
try to understand the company they have joined.
Toyota's traditional way of creating managers by
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hiring them straight from high school or college
and carefully coaching them over many years to
become seasoned Toyota-style leaders is being
severely strained by Toyota's breakneck growth
rate. There are too many new pupils and not
enough mature teachers as Toyota opens new
plants, engineering centres, and supplier
development groups across the world.

Toyota's great risk, the way it can lose, is that its
new managers and the managers in its new
suppliers will revert to the old, mass-production
mentality of the companies or schools they have
come from. If this happens, Toyota's management
performance will regress toward the mean. Instead
of moving the whole world to embrace lean
management, Toyota will become just another
company. And that will be a tragic failure for us all.

What does Toyota need to teach its new lean
managers? Obviously, the specific methods (tools)
for conducting production, product design,
supplier management, and sales are important.
But these are the easy part. The heart of the lean
manager’s knowledge is strategy deployment
originating with senior managers, A3 problem
solving for line managers in the middle of the
organization, and standardized work for primary
supervisors near the bottom.

And at every level Toyota needs to teach its
managers to utilize these concepts by going to the
Gemba. There, they need to lead by asking
questions about the true business problem, the
current condition causing the problem, a better
condition (that is, a better process) that could
address the problem, who must do what when to
achieve this new condition (the future state), and
what evidence will show that the problem has
been addressed.

This means managing the organization's value-
creating processes (value streams) by asking highly
informed questions rather than managing results
at the end of the reporting period. (The latter is
simply another form of end-of-the-line quality
inspection.) And it means avoiding a resort to
orders on what to do next when matters seem to
be getting out of hand.

Issuing crisp orders is the natural instinct of any
boss. Indeed, most bosses seem to think that by
virtue of their experience and authority, they
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should be able to solve any problem lower in the
organization. But orders from the boss rather than
informed questions take away the lower-level
managers' responsibility for solving problems. They
start a vicious circle in which lower-level managers
wait to be told what to do by higher-level
managers who are much further from the Gemba
where value is created and who inherently have
less — not more — knowledge of the best thing to
do.

Compared with the rest of us, Toyota has one
major advantage. It never acquires companies or
facilities. It expands by opening "greenfield"
operations in new locations. So if it finds that it
can't grow lean managers at the same rate as sales
it can simply slow down. And my bet is that Toyota
will slow down if it senses that its management
values are being diluted.

The rest of us face a harder problem. We already
own and operate "brownfields" that urgently need
a transformation in their management. Slowing
down this transformation simply makes us fail
faster!

In summary, Toyota can fail and if it does the root
cause will be a failure to propagate its
management system. We can also fail. And if we
do the root cause will be a failure to transform our
outdated mass-production approach to
management. Thus it turns out that we all face the
same challenge!

It follows that all of us in the Lean Community
need to learn from each other about the best way
to create lean managers and lean leaders. I'm
happy to report that sharing our experience will be
a key objective of the Lean Enterprise Institute as
we begin our second decade next fall. We don’t
want anyone to fail.

One Third of the Way to Lean?
Daniel Jones e-letter

| often get asked how far down the lean journey
we are and what comes after lean. My answer
used to be that lean is a never ending journey and
that there is more than enough lean work for us all
to do through our working lifetimes, without
worrying about what comes next. Which is
probably correct. The truth is no one knows what if
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anything comes after lean — or whether there
really is a third alternative to managing activities or
managing processes. But we probably won’t know
until it happens! It took over 20 years before
people recognized Toyota was doing something
fundamentally different to everyone else.

| also used to think that we were at least within
sight of the end of our journey through the long list
of human activities in which we needed to plant
lean seeds, challenge existing mental models,
water repeatedly to help pioneering examples to
grow and then watch everyone else begin to follow
their example — through machining, assembly, job-

shop, process, consumer goods, electronics,
warehousing, distribution, retail, call centres,
administration, repair and maintenance,

construction, utilities, government departments
and healthcare. Whew! Maybe | could retire at
that point!

Fat chance! First | am getting calls to go back to
several of these sectors to have a second go.
Second lean thinkers know that as soon as you
begin to think you are done, the next set of issues
that need tackling come into focus.

Jim Womack and | always say that lean thinking
ought to start with correctly defining purpose or
value. Then we can design the process or value
streams to deliver that purpose. And then we can
organize the people to manage the process that
delivers the purpose. Purpose comes before
process, which comes before people.

Which is fine — and again correct - but it’s not the
way most of us actually go about lean! We always
start with process because the mental leap from
thinking about activities to thinking about
processes is bigger than we expect and this new
thinking has to be discovered and reinforced
through repeated experimentation. It is only after
we are some way down this path that we are ready
to think about the other two — people and
purpose! Or not — in which case process thinking
will be almost impossible to sustain. It is not just us
but this is also the way successful organizations
progress towards lean.

Taiichi Ohno and his team began by spending
several years carrying out what were in retrospect
proof-of-concept experiments to develop the
process principles we now know as lean
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production. These were mirrored by other teams
carrying out similar experiments in activities like
product development, process engineering,
supplier development etc. At the same time Eiji
Toyoda was the genius who combined all these
elements and built the business system and the
way of managing the process focused enterprise,
that we now call the Toyota Way.

But many years down the road in 1990 he was also
the genius who recognized that Toyota had to
respond to the growing concerns about CO2. He
challenged the company to use their lean design
and engineering capabilities to develop new
engine technologies, which would if successful
transform the business model of their industry.
The result today is the third generation hybrid that
is but the forerunner of a host of new green
technologies of the future. The rest of the industry
is trying to follow their lead as fast as they can,
often against the instincts of many of their
engineers and managers.

This was also the sequence at Tesco. In the early
days we carried out a series of experiments with
them to create the building blocks of a lean supply
chain, while at the same time Tesco pioneered new
ways of understanding their customers from their
loyalty card data and their on-line shopping
channel Tesco.com. What made them come
together so effectively is a management system
driven by the needs of their customers (not by
their existing formats), geared to making things
simpler and easier for their staff and focused on
creating flow through their operations. Tesco is
also very good at operationalizing and rolling out
new developments fast across their growing
international business.

But the true significance of what they have done is
that they are now using these capabilities to
fundamentally transform the retail business
model, in a way their competitors are still
struggling to understand. This began in the UK by
modernizing convenience stores and developing a
range of different formats to match their
customers’ circumstances. The next wave is just
about to roll across the USA with their new Fresh
and Easy channel — which will do just that, sell
freshness and convenience to busy time-poor
customers. And there are more opportunities
beyond this. But none of this would be possible
without lean supply chains.
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We are going through the same sequence in
healthcare right now. Many pioneering clinicians
are developing best practice pathways for
diagnosing and treating their patients — by for
instance creating cells to carry out all the
diagnostic tests in one visit shortly before
treatment. Pioneering hospitals are beginning to
see opportunities from a common entry system
directing patients to the right pathway, from
redesigning and managing the common process
routes (or value streams) shared by several
pathways, from a lean approach to scheduling
shared resources like theatres and beds, from
synchronizing all the support activities such as
pathology, radiology, pharmacy and from
eliminating huge amounts of unnecessary stock
throughout the healthcare supply chain.

The next challenge, which we will discuss at the
first Global Lean Healthcare Summit, is to build a
shared vision of what a lean hospital might look
like, the kind of leadership that will be required to
make it happen and the lean management system
necessary to sustain and improve it over time. But
as you see the possibilities of flow in healthcare
you also begin to see new possibilities for
integrating right-sized pieces of equipment into
the flow itself eliminating time wasting detours to
other departments and even for relocating whole
diagnosis and treatment processes into dedicated
facilities and or closer to where people live and
work. The opportunities for using lean to rethink
the business models of healthcare service delivery
are as great as in any other industry.

So | conclude that if you now understand what the
primary and supporting value streams should look
like across your organization you have cracked one
third of the lean challenge. If you have or are on
the way to creating a lean management system to
manage your process focused enterprise you have
another third under your belt. The final third is
about thinking back from the circumstances of
your consumers and thinking forward from the
capabilities of your lean processes to redesign the
business model for your industry. There is indeed a
lot more to lean than you think. And the strategic
implications of lean may in the end be far more
significant than the tactical activities to improve
your operations.
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THERE IS NO US vs. THEM?
Source: Sherrie Ford, www.powerpartners-usa.com

Until three years ago, the universe wherein | lived
was one where it was possible to interact with a
manufacturing leadership team and talk about
work culture change with a high degree of fluency.
My pioneering approaches to work culture change
—breakthrough thinking and business results —
actually worked. In 2003, | bought a worn-out old
factory, setting out to use these approaches while
saving jobs, creating new ones, and restoring faith
in American manufacturing.

This factory that once had 1,500 workers now had
only 500 and was about to shut down. In 2000, |
had conducted the breakthrough thinking process
with all the plant employees, and | had mapped
out a blueprint for work culture change and
profitability. = The blueprint was torched by
reactivity that came with a suddenly impossible-to-
ignore 15 years of annually losing more than $10
million.

The blueprint was a plan for action. Imagine how it
feels to know there is a way out of the maze that
does not require money, but rather deep dialog
with the people whose daily interaction with the
materials, machines, methods, and management
contain the path, the highway, for staying open for
business. Yet when the time came, the blueprint
could not be implemented because of a "freeze"
on all services.

At the time | purchased the plant, we had a chance
to redeem this particular work culture’s deep
dialog promise, the path, and we trusted the
blueprint was still valid. We had asked the
employees the following questions.

What changes have you been through in the
last 10 years?

2. What changes do you expect to go through
in the next three?

3. Do you have the work culture in place today
to manage expected changes?

4. |If not, what needs to change starting now to
survive?

5. Of these many changes needed, which

influence the others most?
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This is a short description of the deep dialog, but
suffice it to say that out of brainstorming, silent
affinity mapping, and relations diagramming of the
mapped results, a work culture will reveal its
unique "order of operations" for adapting to
change.

For example, the brainstormed ideas were mapped
down to these issues for survival: quality, machine
uptime, communication, customers, training,
leadership, and pay/benefits. The relations
diagram process revealed the order of operations
for success would be to obtain results in redefining
leadership, communication, and training —shown
to be the top three drivers governing results in this
order: machine uptime, quality, customers, and
pay/benefits.

What does this mean? A work culture
demonstrates to itself that it is foolish to mount a
drive for lean manufacturing, six sigma, or total
productive manufacturing (TPM), because they are
bound to fail, unless and until the top three drivers

are "solved." Note that machine uptime (TPM)
and quality (six sigma) are subordinate to
leadership, communication, and training, as

identified by the factory’s work culture when the
team members brainstormed what needed to be
changed.

The information from the plant’s experience will
always differ from information in any other plant
so there is no copying the blueprint for another
factory. Many have erred in thinking that copying
Toyota, for example, will succeed. Toyota’s people
and your people are all the same, yes? NO!

Three years ago | lived in a universe where it was
possible to discuss successful work culture
transformations with general managers or owners
of small-to-medium sized plants, some of them
gleefully noting the amazing harmony emerging
among subcultures. Noting even more gleefully
that while many dashboard indicators dipped at
first, soon throughput, quality, and profits
improved. But strangely, most general managers
preferred not to make the case that it was overt
work culture change strategies that had anything
to do with it.

My partner and |, ten-year veterans in the work
culture change consulting business with a string of
empirically undeniable correlations between work
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cultures and their orders of operations for
effectively adapting to change and the ability to
remain open and competitive, now own the
factory. That is, this factory is no longer owned by
powerhouses, but by the equivalent of Mom and
Pop.

On my first day as owner, as | looked around for a
place to set up a phone and computer, | settled on
an abandoned room large enough for a conference
table and a dozen chairs. In the heyday of 1,500
employees, this room was the hub of the quality
department, but on my first day, the drab carpet
was covered in dead bugs, dust, and old ISO
notebooks.

| sat at the desk and looked out the panoramic
window onto a lush courtyard shaded with massive
magnolias and tulip trees, buffering the front office
from the shop as if opposing sides of the courtyard
had to be separated. | just looked at the space
between, contemplating the challenges ahead,
when two red birds started to chase each other,
flying into the windows, and seeing the reflections
of what were surely the lovely trees, the birds’
home.

These birds still fly into the window trying to alight
on sturdy branches. This sums up the work culture
dilemma: there is no us versus them. We are all
red birds, flying toward the same tree dream, but
we run into the reflections in the glass —the
legacies of the past —that look so much like the
real thing, but are not.

To employees | say: Mom and Pop lead you now; it
is still leadership, communication, and training,
and it is still uptime, quality, customers, and pay.
But we need to turn and fly into the open air.

Job Placement - Aptitude Test
From Lean Thoughts written and edited by Richard Kunst

Put 400 bricks in a closed room.

2. Put your new hires in the room and close the
door.

3. Leave them alone and come back after 6
hours.

4. Then analyze the situation:
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a. Ifthey are counting the bricks, put them
in the Accounting Department.

b. If they are recounting them, put them
in Auditing.

c. If they have messed up the whole place
with the bricks, put them in
Engineering.

d. If they are arranging the bricks in some
strange order, put them in Planning.

e. If they are throwing the bricks at each
other, put them in Operations.

f. If they are sleeping, put them in
Security.

g. If they have broken the bricks into
pieces, put them in Information
Technology.

h. If they are sitting idle, put them in
Human Resources.

i. If they say they have tried different
combinations, they are looking for
more, yet not a brick has been moved,
put them in Sales.

j.  If they have already left for the day, put
them in Marketing.

k. If they are staring out of the window,
put them in Strategic Planning.

I. If they are talking to each other, and
not a single brick has been moved,
congratulate them and put them in Top
Management.

5. Finally, if they have surrounded them-selves
with bricks in such a way that they can neither
be seen nor heard from, put them in Congress.

Please send your news views and comments for the next AME newsletter to:-
chris.mckellen@manufacturing-awareness.com




