Newsletter

Association for Manufacturing Excellence - UK

elcome to the August edition of the AME-UK Newsletter.

June 2007

Our selection, this month, of

articles from around the world includes references to ‘why lean is not working’, Demming
and Value Stream Mapping, culture, sustainability, getting the best employees and

‘getting lean right’.
China which I hope you will find interesting.

Also attached is a separate article by James Womack on Moving Operations to

Implementing business improvement techniques - we always seem to call it 'lean’ — is all about
sharing our improvements with others — please let us have some examples of things that you are

happy to share!
Lean is as Lean Does

But it often doesn't. Even at Toyota, home of
lean! Even at Omark Industries (now Blount
International) and Harley-Davidson, which
were in the news in the 1980s as roaring JIT
success stories.  The numbers--from their
annual reports and those of over 500 other
companies in many countries--tell the tale.
The analysis, tracking inventory turnover
trends for up to 50 years, reveals that in its
glory years--late 1970s and into the 1980s--
Toyota's inventories were turning an
awesome 60, 70, and 80 times per year. A
decade later its inventory turnover had fallen
to the 20s, and has dropped steadily since--all
the way to 12.1 in 2001. Blount/Omark
roared upward until 1987 but has been in a
fluttering stall since. Harley's top year was
1995. (Inventory turnover is cost of goods
sold, from the income statement, divided by
value of inventory, from the balance sheet.)
Inventory is the simplest marker of leanness.
And it's not only of interest to those with lean
aspirations (i.e., the makers, shippers,
distributors, and sellers.) Because as
inventories go, so goes cash flow--which savvy
analysts on Wall Street watch even more
carefully than earnings.

But picking on just three companies,
regardless of their repute, does not make a
story. Nor do any one or two-year period's
inventory turns. What does is the totality of
long-term trend data from the 500-plus
companies, which include about every
industry. F or what they reveal about lean
supply chains, some retailers and distributors
are included. About 37%, nearly 200 of the
database companies, are doing fine: Their

inventory improvement trend stretches over
at least 10 years--and in some cases 25 or 50
years. That group includes such stalwarts in
the machining and metalworking trades as
Dana, Ingersoll Rand, and Milacron in the US,
Lucas in the UK (a recent acquisition of Dana),
SKF in Sweden, and Tata Engineering &
Locomotive in India.

The other 63% make up the bad news. Fully
28% have stalled or have been fattening up on
inventories for at least 10 and up to 50 years.
One of them is the world's most esteemed
manufacturer: General Electric. That maker
of jet engines, electric power equipment,
locomotives, and major appliances had its
leanest year in 1973 and has lost ground, in a
valley-peak-valley pattern, since--its Six-Sigma
prowess notwithstanding. Twin Disc, a key
player in making MRP (material requirements
planning) famous in the 1970s, has seen its
inventory situation worsen since 1985. A.O
Smith, Toro, and Snap-on Tools have been on
a downslope since 1985, 1986, and 1989
respectively.

Why? Why, in the midst of lean, Six-Sigma, 58,
TPM, and supply-chain-management fervor,
are so many companies backsliding or
plateauing? In Japan the decade of the 1990s
was an economic downer. The fortunes of its
manufacturers were the same. One reason for
worsening inventory patterns in so many
companies may relate to Japan's cherished--
though fading--reluctance to reduce labor. In
the face of declining sales, an excess labor
force just keeps producing, and producing,
and producing.
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Here are six other reasons why most
companies are not getting lean:
e  Complacency--fallout of the
prosperity of the 1990s.
e  Stock-hyping deal making--

executives looking past the basics of
good process management.

e Growth and retention of
unprofitable customers and product
variations--the company's fault for not
bringing sales and marketing into
multifunctional teaming with finance
and operations.

e  lLegacies--mega-machines  that
produce fat inventories, outsized
factories that require marathon flow
distances, systems that bog down
rather than link up manufacturing and
supply chains, and job designs that
instill mindless boredom rather than
inspiring waste-chopping ideas.

¢ Retention of command-and-control

management that stifles broad
involvement.
e Job-hopping  managers and

engineers who launch initiatives but
don't follow through, and favour
what's hot and lose touch with what's
still good but not.

Corrective responses revolve around reversing
the six points. Complacency and job-hopping
are already on a course of self-correction. And
"“the basics" are back in style, especially in the
aftermath of the Enron financial manipulation
debacle. Clearing out the unprofitable,
attacking the legacies, tapping company-wide
human potential, and maintaining continuity,
however, require upgraded awareness and
commitment. Those of us in the engineering
community bear much of the blame for past
failures, and must take much of the initiative
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in achieving truly lean results and making
them stick.

Richard J. Schonberger

President Schonberger & Associates, Inc.

Richard Schonberger is the author of Let's Fix It! Overcoming the
Crisis in Manufacturing (Free Press, 2001)

Demming’s PCDA and Value Stream
Mapping

By Richard Kunst from his Lean Thoughts newsletter July 2007
E-mail: Richard.Kunst@La-Z-Boy.com

Many organizations subscribe to Value Stream
Mapping as an opportunity to “Learn to See”
waste within their processes ... but it seems
that the use of the tool is an initiative rather
than a solid management practice conducted
at minimum annually.

Also many organizations use the Demming
cycle in either a formal or informal manner,
that being Plan, Do, Check, Act or more
affectingly known as PDCA. Both are great
management techniques and if we just change
the order of the Demming cycle and impose it
upon vyour Value Stream Mapping your
organization will reap significant benefits.

So what | propose is that you change the
Demming cycle to Check, Act, Plan, Do (CAPD)

CHECK ... this happens as you draw your
“Current” state map. Reminder, as you draw
your Current State Map you must walk the
value stream and if you cannot see, feel
touch, taste or smell the evidence ... then
what you are being told is just a story. Our
folks always are usually afraid to be honest
about the gremlins that have invaded the
value stream. So as you map the current state
you want to constantly “check” the current
state against your control plans and/or the
original quoted process plan for
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manufacturing that particular product or

service.

In one organization we used the check phase
to monitor specific metrics annually to see if
our initiatives were actually delivering the
desired results. For example, we decided to
abandon the daily monitoring and recording
of scrap generation and decided to rely on the
annual Value Stream Mapping exercise as our
review point. We had come to the conclusion
that through other techniques our team
members would quickly tell us if a deviation in
process began to generate scrap above the
norm. When we had calculated the amount of
time being spent on monitoring and inputting
daily scrap data we found that we could divert
the equivalent of 14 people to work dedicated
on scrap reduction and yield improvement.
Yes a true paradigm shift!

ACT ... | know that in many cases we advise
folks not to jump to solution during the
mapping process and this advice still stands.
But as you conclude your current state map
and you have a list of deviations based on
your control plan it is now time to act! If
customer requirement have crept into your
value stream as changes ... review the cost
impact and ask the customer if they are willing
to pay for the changes requested in the value
stream and do the changes truly add value in
the eyes of the customer. In other cases there
have been intermittent change in the process
which may have allowed for non value add
activities to creep into your value stream so
act to get them removed now! This is a good
time to compare your Current State Map to
your costing model to insure they are in sync.

One of the normal situations that occur within
many organizations is that as change in
process is made to lean out a process the
appropriate manpower is not immediately
removed. Normally the front line foot soldier
will argue that he wants to test the new
process before relinquishing the head-count ...
wrong!!  Remove the resource immediately
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and assign them to do other activities that will
advance your organization such as 5S or set-
up reduction. In this manner if your process
change does not work you can quickly
parachute the resource back into the process
without impacting customer needs.

Remember it is all about generating cash ...
and our internal resources are focused on
meeting their numbers and will do anything
including subliminal activities to build an
insurance policy that will help them meet
their daily metrics.

PLAN ... This is the part of Value Stream
Mapping exercise that most organizations
enjoy the most. There are actually 2 phases
involved in the planning state, creating the
future state and dreaming about the ultimate
state.

Traditionally creating your Future State Map is
what you and your organization are able to
complete and implement within the next 12
months with existing resources or justifiable
acquired resources. To inspire the mapping
team we introduce them to the 50% rule of
thought starters ... reduce inventory by 50%
within the Value Stream, reduce the distance
traveled by both the goods, services and team
members by 50% and improve your through-
put yield by 50%.

Designing the ultimate state map is where you
and your team can articulate your dreams and
visions for some date in the future. Creating
the ultimate state map can take some
considerable time to create and should
involve other factions within the organization
since in this case you may need to look at
product or service design. In this case your
thought starter could be how to reduce your
process steps by 50% or your part count by
50% without impacting value to the customer.
Creating the ultimate state will require
significant involvement from engineering in
product design and potentially the
introduction of increased automation within
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the value stream. Also, in designing your
ultimate state you want to spend time
focusing on standardization across various
product lines that will allow you to run a
higher volume of mix model combinations in
the value stream.

Creating the ultimate state map ... money and
resources truly should be of no concern ... let
the creative minds wander ... you could very
easily end up with a design that could become
the game changer for your organization.

DO .. Time and resources are always a
challenge to harness in an organization to
apply to making improvements in our value
stream. This is where the leaders of the
organization need to reinforce discipline and
accountability against a strong project
management infrastructure. If you have
planned your projects in a balanced approach
each month your bottom line should improve
with additional cash as projects are
completed.

Part of the Do phase make sure you include a
visit to the Gemba so that you and your team
can feel, touch, taste and smell the
improvements being made ... it is a Check!

CONCLUSION ...

1) a Current State Map without a Future State
Map is a waste of time .. since you are
accepting what is currently happening without
a desire to improve.

2) A Future State Map without a Ultimate
State Map is accepting mediocrity ... since you
are willing to optimize existing resources with
minor tweaks and potentially missing the
opportunity to identify a potential game
changer. This is not a bad thing since you will
be able to identify many opportunities of
significant incremental continuous
improvements.
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3) A Budget or Annual Operating plan not
supported with Value Stream Maps is just a
wish ... if you cannot support justifiable gains
it will just increase the stress level on your
organization to meet the plan instead of
creating a unified structured approach of
improvement with incremental milestones.

| have decided that the Check, Act, Plan, Do
sequence of the Demming cycle can be more
productive and rewarding in existing value
streams. Try it and let me know how it works
for you.

Can Lean Work in Any Culture?

The following is from NWLEAN’s Yahoogroups’ Lean thread.
This site allows readers to ask and respond to other’s questions.
http://groups.yahoo.com/group/NWLEAN/

Chewlchew wrote, “Changing a culture
basically means changing the habits of the
people doing it. To change the habits of
people would require leadership at the top
most level”. He then posed this question:

“How is this leadership being transmitted to
the people? Does it reach the people as an
instruction or in a diplomatic way? Obviously,
we are trying to create a culture here in a
positive way so that we can sustain it”.

Chris responded: “We had a varied discussion
on this topic around the time of the post
you're replying to; (many months ago now),
and I'm not sure we converged on a common
answer but | can elaborate my view as follows;

Lean can work in any culture provided that we
first understand the meaning of Lean and
second we understand that particular culture.
Lean, by definition is the ongoing elimination
of "waste" as it's been defined and practiced
from its foundations and it's many
implementations. When we say waste, we
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mean the efficient utilization of resources in
an economic sense; and that's where things
become a bit sticky.

In manufacturing we have three constituent
elements, Materials, Capital and Labour. If we
either diplomatically or by instruction
communicate to our team that we want to
minimize material scrap, we are unlikely to
meet any resistance. Likewise, if we say that
we want to minimize the capital utilization to
its bear optimum, we will not only get no
pushback but we are likely to get a promotion
and maybe a raise.

The "rub"; in the form of resistance, comes
when we say we want to optimize labour
content through work flow reorganization or
work elimination through Lean. This is what
typically masquerades as a "cultural" problem
but really is a personal and individual problem
affecting the participants. We are in effect
asking them to play a game of musical chairs
with no assurance that when the music stops
they will end up with a chair, (their job).

All things being equal, i.e. no significant
increase in demand for our product, no
expansion into other product lines and a
relatively competitive market; our objective
with Lean is to Rationalize (in the economic
sense), our labour content which means that
we will accumulate excess labour hours into
complete individual units; (i.e. individual
workers.). Being excess or redundant;
economically these workers will by necessity
be displaced, eliminated, fired, let go, etc.
That's the first part.

The second part, having to do with the
“culture" at large, means that we need to
understand how the above is perceived by
that particular culture. In other words, is it
culturally acceptable that an enterprise
undertakes this effort? If yes, we can issue
the Lean Journey "Instructions" as you put it,
and it will all go as planned with little
resistance except the normal learning curve.
If it's not, then we have to approach it
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"diplomatically" as you put it but we must also
be prepared to pay an economic price for
implementing this. Work force mobility and
the quantity of new venture start ups, in a
particular culture; seem to be the best
predictors of either of these two extremes.

Some years ago, France undertook a "Lean"
policy to get out of the coal mining business
all together. It accomplished it overnight by
simply closing its mines and paying the
workers their accrued retirement benefits
through an elaborate compensation scheme,
which basically constituted a buy out. The
economic price.

On a more local level, this is accomplished
daily through early retirements and other
incentive plans at individual companies. On
the other hand, more radical and "painful"
examples of simply shutting down the old
plant are very common.

| am not familiar with the culture of Malaysia
but | would speculate that it's probably a
combination of both of the above possibilities
and of course the approach towards Lean
would need both the Instruction and
Diplomatic methods you suggest.

Now, in a perfect world, Lean works best
when it's instituted at the outset with a new
plant and a new infrastructure, which doesn't
require a transformation. Basically a
"Greenfield" whereby the operational tenets
of Lean are the foundational SOPs. The many
newer auto plants in the US are a testament
to this fact; where these plants have proven
time and again that a new plant with new
operating procedures and management styles
(based on what was previously learned in
older plants that were shut down), work well
and efficiently.

The leadership sets the operational culture of
your or any company and of course changing
any culture is a challenge, which is difficult to
achieve. Lean works best when it's inspired
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from the top down but executed from the
bottom up. As such, leadership is always the

)

key”.

The Problem of Sustainability

A recent newsletter for Jim Womack

| recently got a call from an old friend who led
one of the first lean implementation efforts in
healthcare in the mid-1990s. He has moved on
to other challenges and we hadn't had a
chance to catch up in recent years. So | asked
him what happened to the lean initiative in
the healthcare organization where he had
been a senior manager.

The answer was what | feared. "We created a
lean improvement team and conducted a
comprehensive campaign to kaizen the
organization's key value streams. And we had
dramatic results. Faster patient flows. Better
outcomes. Lower costs. But we couldn't
sustain the gains. The improvement efforts
weren't connected to the way the
organization was managed and the value
streams started to regress to the mean as
soon as the improvement team left. After | left
the organization, the whole program came to
an end. What a shame."

My friend is far from alone. In our annual LEI
web survey of the Lean Community, a leading
problem Lean Thinkers always note about
their improvement efforts is "backsliding to
old ways of working" after initial progress.
And the most frequently cited issue this year
is "middle management resistance" to change.
In short, the lean movement has a
sustainability issue we now need to address.

What is at the heart of our sustainability
problem? More important, what can we do
about it?
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| believe that the root cause of regression in
most organizations today is confusion about
priorities at different levels of the organization
compounded by the failure to make anyone
responsible for the performance of important
value streams as they flow horizontally across
the enterprise.

To prevent regression, someone needs to
periodically clarify priorities for each value
stream and identify the performance gap
between what the customer needs and what
the value stream is providing. The person
taking responsibility then needs to engage
everyone touching the value stream in
carefully capturing the current condition (the
"current state") of the value stream which is
causing the gap. The next step is to envision a
better value stream and determine who will
need to do what by when to bring it into
being. Finally, the value stream leader needs
to determine what will constitute evidence
that the performance gap has been closed and
collect the data to demonstrate this. This
exercise is, of course, nothing but Dr.
Deming's Plan-Do-Check-Act cycle conducted
repetitively by the responsible person, ideally
employing A3 analysis.

I'm not proposing a dramatic change in the
organization chart to reassign authority.
Indeed, I've hardly ever seen an organization
improved by a "re-organization". And I'm not
suggesting the creation of a matrix
organization where everyone has a vertical
and a horizontal boss. Rather, during the
transition to a mature lean organization,
someone with another job in the organization
needs to take on the role of periodically (and
quickly) auditing the horizontal flow of value
and bringing to the attention of everyone
touching the stream how the organization is
performing along that stream.

Note that periodic audits of processes within
small areas (for example, a continuous-flow
work cell or a materials replenishment
process) are a well established aspect of
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Toyota practices that | «call "standard
management". So auditing across
departments and functions to examine value
stream from end to end is a scaling up of
current best practice, not something wholly
new.

Auditing every value stream will expose
problems with the flow of value and
contradictions in organizational objectives.
Indeed, it will expose many problems and
many contradictions. And that is precisely the
point. Most value streams currently have
substantial performance gaps, but the
magnitude of the gap and the precise causes
are hard for anyone to see. (Hence the
confusion and resistance of many middle
managers, who are doing well on one set of
objectives - asset utilization, for example --
when lean methods require another set.) And
fixing the root causes of poor performance
will require someone - and quite possibly
everyone -- touching the stream to change
their behavior.

It follows that the responsible manager needs
to engage in a dialogue with the leaders of the
functions and, if necessary, with top level
management to gain agreement on who must
do what by when to achieve a sustainable leap
in performance that will benefit the customer
and the organization. (One of the "whats" is
likely to be rethinking the metrics the "change
resisting" middle managers are being judged
on.) The responsible person then must
periodically revisit the value stream, not just
to prevent regression but to continually move
it to a higher level of performance.

A special problem as we tackle this issue is
that we can't simply copy current-day Toyota.
In the past Toyota went through many
iterations of how to solve the problem of
value stream management across the
organization. But today its mature
organization relies on policy management
(hoshin kanri) at the macro level and a cadre
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of line managers auditing their areas at the
micro level. Because there is no confusion
about objectives from top to bottom and
because managers have been taught from the
very beginning of their careers how to see the
flow of value under their management, no
formally appointed value stream managers
are needed.

Other organizations - yours and mine for
example! - are different and what we need
now are experiments with value stream
management methods. Whatever the final
answer, everyone in the Lean Community has
a big stake in our solving the sustainability
problem. Otherwise, the current surge of
interest in lean -- driven by the success of
Toyota -- may become just another episode in
the long history of unsustainable management
improvement campaigns.

Getting Lean Right!

Manitoba Consortium for Manufacturing Excellence Thanks to
Don Breakey Source: SBANC www.sbaer.uca.edu

10 points to consider before embarking on
your lean transformation

Today, we are bombarded with information
about lean —what it is and about what lean
tools can do. Still, there is very little practical
information on how to implement lean
transformation and lead the change. Every
company’s lean journey starts under different
circumstances, so there can be no one recipe,
no “right way.” But, to ensure success, there
are many factors to consider before
embarking on your lean journey.

Whenever | visit with manufacturers, | do a
quick survey. The first question is “how many
of you have heard of lean?” Not surprisingly,
every hand usually goes up. Even when
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surveying the financial community, more and
more hands go up.

Then | ask, “How many of you are doing
something about lean?” At that, the show of
hands is cut in half. Many aren’t doing a
thing, usually because they don’t know how to
start or see too many barriers keeping them
from making the commitment.

The last question is the clincher —“how many
would consider your lean efforts a raging
success?” After this all-important question, |
usually see no more than one hand go up.

So, why is it that such a low percentage of
companies that know about lean turn it into a
success? It's not because they haven’t heard
about continuous flow, or they don’t know
how to do the 5S's, or they’ve never seen a
kaizen workshop. It is because the leadership,
cultural, organizational and implementation
challenges are much greater than they
anticipate.

Someone, to whom | would give credit if |
could, said wisely, ¢ 9 ELISNA Sy OS
€ 2dzQ0®S 06SSy
A U @né fundamental message is that every
success AND failure should yield as much
learning as you can wring from it. Focusing at
all times on what makes lean transformations
successful, we’ve compiled the following top
ten lessons.

Rome wasn’t built in a day

And neither will be your lean transformation.
Lean is not a one —or two-quarter
commitment. It takes one to two years to
build the necessary momentum, and from
there your journey will last forever. Yes, tools
such as Kaizens can provide very quick and
significant improvement.

But, without taking the time to implement a
program that vyields sustainable benefits,
process improvements gained by lean tools
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will slowly deteriorate back to where you
started.

Significant and sustainable results will occur
throughout the entire process, but the most
profitable returns are realized through a two-
to-five year plan.

Lean transformation is not a part-time job.
Don’t expect someone to lead the lean charge
in his/her spare time. You need to assign a
dedicated leader or team to take on this
challenge. It requires daily attention from
leaders who fully understand the scope of the
project and who won’t get caught up in
today’s distractions.

Most cultures are centred on solving today’s
problem, reacting faster and better, and
getting results today or tomorrow. Stuck in
that culture, it is hard for leaders to consider a
multi-year journey —people need to be
extracted to focus on a different timeline. In
addition, these leaders require continued
support from management throughout the
implementation.

Lean is more than just tools

A &lean/isZhot borh fdmiwhat you see; it is born

0KNRdzZAKT A frdndhowdyd khink. Bsh dza sét bffules afdNE Y

principles, not just tools. Tools focus on
physical system changes, but that is not where
the heart of lean beats.

The entire way of thinking must become
embedded in every person of vyour
organization. You may fix one problem or
process with a lean tool today, but if the old
thinking continues, it will recreate the old
problems.  Only new principles or beliefs
change behaviours, not systems or tools.

Sustainable lean change —the kind that
builds momentum —comes from the mind
and heart of all employees.

Lean is a journey that never ends.

There is a tendency for companies to declare,
“We’ve done it. We’ve achieved lean.” The
truth is, lean is a constant, never-ending
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process. You will always strive to be lean, but
you will never get there, because there is
always a gap between where you are and your
ideal state.

If you believe that your journey has ended,
you’ve failed. Even when you can consider
yourself a success, do not stop. Success is an
organization that continues to move forward
at such a pace that it would be difficult to
even try to slow it down. Consider Toyota —
no matter how much better they are than
their competition, they continue to find more
and more opportunities to improve each and
every year.

Be prepared for resistance

When change is proposed, people often feel
threatened. Some will think it’s because there
has been something wrong with what they
were doing, but most will just be
uncomfortable with the unknown. So, as your
company embarks on this journey, you must
work to help people understand why, what
and how.

Remove the fears —or make NOT moving
forward the more fearful choice. Also, many
people think lean means cutting staff, when in
reality it’s about working smarter to preserve
heads and even grow the workforce through
market growth.

You need leaders to take on this challenge,
not managers

Managing is maintaining current reality.
Leadership is moving people towards the ideal
state. And you can’t lead people to where
they already are.

Lean transformation is about leadership. And
leadership is not a position or rank. Look for
people at every level of the enterprise capable
of this. If lean is about transforming thinking,
then in order to lead lean, you must be able to
teach.

Be prepared for the investment —in both
people and time
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People will need to learn new skills and they
will need the time to gain them. This means
experimenting with every process everyday to
get it right. There is also a financial
investment, mostly in training, but also in
process changes. However, the evidence is
clear that the payback for this period is in
months and not years. You can use focused-
improvement tools such as Kaizens to get
immediate gains and pay for your investment.
The potential of difference between lean and
non-lean companies is not 5-10 %, it is 100-
1000% differences in quality, cost, and
delivery and, of course, profit.

Lean is not just about the shop floor

Taiichi Ohno, one of the fathers of the Toyota
Production System, said decades ago “the
Toyota Production System is not just a
production system.” If you reduced your lead-
time in manufacturing by 90% and can get
product out in hours, but order entry takes
four weeks, then you aren’t really moving
forward in the market. You must attack every
corner of the business from accounting to
human resources to manufacturing.

There is no recipe, but there is a roadmap

A recipe tells you exactly how to do something
—the amounts, sequence and timing. There is
no such recipe for lean success since every
company starts with a different set of
ingredients (or factors and constraints).
However, there is a roadmap. There are guide
posts along the way that help you determine
where you are and offer potential solutions to
help you get to where you want to go. Learn
from as many other journeys as possible to
help understand the roadmap.

Don’t just copy the answers

Many people have tried to succeed at lean in
the past by copying the solutions that Toyota
or others have found, either through
benchmarking or out of a book. The problem
is, this is like a kid copying off someone else’s
test only to find out they were taking a
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different exam. Your company is unique and
will likely have some unique problems and
constraints —you must engrain lean thinking
in your organization so you can find your own
answers.

Never stop collecting the lessons you learn
along your path to lean. Lean transformation
is a long journey that will require you to
collect experiences and reflect upon each and
every lesson you learn along the way.

Source: Jamie Flinchbaugh, Lean Learning
Center www.leanlearningcenter.com

IMPLEMENTING LEAN AND SIX SIGMA

Lean Directions Newsletter — Society of Manufacturing
Engineers

Dave Gleditsch explores positioning lean and six
sigma, and outlines his experiences while working
with different companies to implement lean and
six sigma throughout North America.
http://www.sme.org/cgi-bin/get-
newsletter.pI?LEAN&20070410&2&

Selecting High Performing
Employees

“It's hard to get somewhere unless you know
where you want to go." In other words, it's
hard to reach a goal unless you have defined it
clearly. That's certainly true with respect to
hiring  high-quality = employees.  Before
beginning a search for such individuals, it is
crucial to first determine just what it is that a
new venture is seeking. In other words, what
tasks and activities, specifically, will new
employees perform? In the field of human
resource  management, answering this
question implies two tasks:
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a) A job analysis —determining just what the
job you are trying to fill involves and what
activities it actually requires an employee to
perform and

b) Competency profiling, or defining what
experience, skills, and knowledge are needed
to perform it well.

In large companies, job analyses can be
detailed and lead to highly specific job
descriptions, but for entrepreneurs, especially
in the hectic early days of anew venture when
founders have to do virtually everything
themselves, it is usually sufficient for them to
simply have a clear idea of what the
individuals they are seeking will actually do,
and a brief written description of the major
duties and tasks they will perform.

Why are these initial steps so important?
Because they provide a basis for choosing
among potential

employees —for selecting the ones most likely
to succeed in a specific job. The best choice,
all other factors being equal, is the person
whose knowledge, skills, and abilities provide
the closest match to the requirements of the
job. If the founders of a new venture (or those
to whom they have delegated the task) have
not conducted a careful job analysis and
formulated a clear description of a particular
position, entrepreneurs often go ahead
anyway —new employees are needed and
simply must be hired. However, it will be more
likely to meet the essential job requirements.
Instead, for instance, entrepreneurs may be
tempted to choose the people they find most
congenial or attractive, or applicants who
somehow "stand out from the crowd" rather
than those who are most qualified. For this
reason, it is best to formulate a clear idea of
the specific requirements of any job before
beginning the search-and-selection process.

Please send your news views and comments for the next AME newsletter to:-
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Basic Techniques for Choosing the Best
People

Once the task of specifying precisely what's
needed has been completed —once
entrepreneurs have a fairly clear idea of the
skills and abilities they are seeking in new
employees —the search for these employees
can begin. Our experience tells us that in
many cases, new ventures do a reasonably
good job of assembling a pool of potential
employees: the founding team's social
networks, current customers, and other
sources yield a number of people who could
potentially be hired. Choosing among them,
however, is another story. Making this choice
is a difficult task under the best of conditions,
even in large organizations that have human
resource departments with experts specifically
trained to perform this task. New ventures, of
course, lack such departments. Further,
serious mistakes —hiring an incompetent or
unethical person —can be costly for new
ventures, more costly than for Ilarger
companies that have greater financial
resources. How can entrepreneurs accomplish
this task effectively? The answer involves two
possible approaches:

1. Entrepreneurs can try to accomplish this job
themselves through several techniques that
have been found to be useful in choosing the
best employees, or

2. They can delegate this function to a
company that specializes in it —they can
outsource hiring of new employees.

Which is the better route depends on the
experience and skills of the entrepreneurs, as
well as the financial resources of the new
venture. Outsourcing various functions can be
an efficient way to proceed, but it can prove
quite expensive, which is a major problem for
a new venture with limited financial
resources.
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