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ur first AME-UK newsletter was published just three years ago and in each one since we have asked for 
members to share there experiences, both good and bad, about implementing change.   To date, we have 
not had one article or even set of notes to share.  Can we conclude that business improvements do not 

work in the UK? 
 
Implementing change is about sharing – it is about using other people’s successes to help improve our business 
and learning from their mistakes so that we do not make the same ones.   Please share your experiences with us 
– anonymously, if necessary! 
 
This month, we have our usual collection of news and comments from around the world and also some local 

news too! 
 
 

Programme of Events for 2008 

 
A new programme of events is currently being 
planned for 2008.    In March we are planning our 
annual conference with some impressive speakers.  
Details will be confirmed soon. 
 
We are also planning two major events in May and 
September which will be facilitated by two 
different manufacturing organisations – again 
more details soon. 
 
We are also planning to run a high quality training 
programme for those implementing change within 
their business. 
 

Lean Accounting Master Class  
 
Don’t forget that AME-UK members get a 
significant discount when attending the Lean 
Accounting Master Class run by Brian Maskell and 
Ross Maynard on November 6

th
/7

th
. 

 
The Lean Accounting Master Class is a 
practical two day workshop.   You will learn: 
- why Lean Accounting is important 
- the seven primary methods of Lean Accounting 
- how to make Lean Accounting a reality in your 
organization 
 
Learn how companies like Boeing, Parker Hannifin, 
Siemens, Messier Dowty and hosts of other firms 
are revolutionizing accounting, control, and 
measurement processes. 
 
Lean Accounting is the Management System 
Supporting the Lean Enterprise 
 

 
 

Snippets from a Discussion about the 
AME-UK 

 
Why will people not share information? 

 British reserve 

 No successes 

 Can’t be arsed 

 Malaise and apathy 
 
Why does lean not work? 

 Because we implement tools and 
techniques in isolation 

 We don’t think of the whole business as a 
system 

 Because we don’t seen immediate results 
on the bottom line. 

 
About manufacturing: 

 Many of us tend to think about traditional 
manufacturing but ‘manufacturing’ 
includes businesses like: 

o Making cement 
o Banking 
o Filling aerosols 
o Bakeries …. 

 We need to be broad minded 
 

Toyota, Sony working together in 
robotics τ but not on Aibo dog 

 
The Associated Press Published: August 26, 2007 
 

 
TOKYO: Toyota and Sony, two of Japan's biggest 
technology names, are getting together in robotics, 
both sides said Monday, to develop an innovative, 
intelligent, single-seat vehicle. 

 

O 
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But don't expect Toyota Motor Corp. to resurrect 
Sony's now defunct Aibo dog robot — as some 
devoted robot fans may be hoping.  

Sony Corp.'s technology for Aibo and the childlike 
Qrio is still being kept in-house at the Japanese 
electronics and entertainment company, said Sony 
spokesman Tomio Takizawa. 

The technology sale, including key patents, from 
Sony to Toyota completed earlier this year applies 
to the next-generation "transporter," both sides 
said. Details of the financial deal are not being 
disclosed. 

Seven Sony researchers are temporarily working in 
Toyota's partner robot research unit to help relay 
the technology to Toyota, Toyota spokeswoman 
Kayo Doi said. 

Toyota has shown a futuristic-looking single-seat 
vehicle called i-swing at various events. The 
automaker, on track to beat General Motors Corp. 
as the world's biggest as soon as this year, has also 
shown humanoids that can walk and play a 
trumpet. 

Also Monday, Toyota is introducing as a guide at its 
showroom at headquarters TPR-Robina, a woman 
like robot-on-wheels it has developed. 

The robot can dodge obstacles, sign its name, carry 
on simple conversations in Japanese and deliver 
preprogrammed information in an electronic voice, 
according to the manufacturer of Camry, Lexus and 
Corolla cars. 

Sony's decided to kill its Aibo business last year as 
part of a major restructuring program at a time it 
had been losing money in its core electronics 
operations. 

The decision disappointed many robot fans. 
Although Sony sold just 150,000 of the toy poodle-
sized machines since they were first introduced in 
1999, some owners were emotionally attached to 
their mechanical pets. 

 

 

 

What is Lean? 
Dan Jones September e-mail 

I am always surprised how many times top 
managers ask me “So what is Lean?” This is 
depressing when they come from automotive or 
manufacturing firms whose operations folks have 
been struggling with Lean for a decade or more 
without their help or understanding. On the other 
hand it is encouraging when they come from 
healthcare or service organisations hungry to make 
progress and ready to lead from the top.  

 
For me Lean is actually about a new business 
model that delivers far superior performance for 
customers, employees, shareholders and society at 
large. Initially this superior performance is 
delivering exactly what customers want without 
any problems, delays, hassles, errors and fire-
fighting. Very quickly it is also freeing up the 
capacity to deliver a third more value from existing 
resources with few additional costs.  

 
But really it is about learning how to reconfigure 
these assets and relationships with supply chain 
partners to make a step change in creating 
additional value for customers. Being able for 
instance to organise the diagnosis and treatment 
of a non-urgent medical condition in a matter of 
hours when everyone else takes several months.  
 
Or being able to compress the typical supply chain 
from raw materials to end consumer from 11 
months to 30 days, while hitting every delivery on 
time and in full.  
  
Over the next decade I have no doubt that this 
lean business model will replace the prevailing 
business model originally developed by Alfred 
Sloan at General Motors, analysed and described 
in many books by Peter Drucker and later refined 
by Jack Welch at GE. The power of lean is the 
growing recognition by leading organisations in all 
kinds of sectors that Toyota, the lean pioneer, is 
the reference model for our age. Quite rightly their 
common aspiration is to become the Toyota of 
their industry.  
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This is given added urgency as corporations well 
down their own path to lean demonstrate their 
ability to fundamentally redefine the nature of 
competition in their industry, as their competitors 
struggle to keep up. Just look at the big strategic 
rethink going on at Wal-Mart even before Tesco 
opens its first Fresh and Easy store in the US 
market, and the growing success of the acquisition 
and turnaround strategy of early lean pioneer 
Danaher.  
  
The fundamental insight behind lean is seeing that 
customer value is created by the actions of lots of 
different people across many departments and 
organisations. Linking these together into a 
seamless end-to-end process or value stream for 
each product family reveals literally hundreds of 
opportunities for streamlining the flow, eliminating 
non value creating steps and aligning the rate of 
flow with customer demand. This is lean in 
operations that most people are familiar with.  
  
But it applies throughout the organisation, not just 
on the shop floor. All the support activities in the 
office can be redesigned using the same principles 
and tools. Indeed we need to learn to see our 
organisations as a collection of horizontal 
processes or value streams as well as the more 
familiar vertical organisation of functions and 
departments. Vertical functions are the right way 
to organise knowledge but value is created by 
horizontal value streams.  
  
This focus on processes requires a very different 
form of lean management. Someone needs to turn 
these separately managed activities into end-to-
end value streams and to manage the process of 
improving them over time, maybe through several 
product generations.  

 
Instead of managing using the rear view mirror of 
last month’s results lean managers frequently go 
and observe the current progress at every point in 
their value streams in order to help employees 
meet the current plan for the hour or the day and 
to plan further improvements. It is also their 
responsibility to lease with the relevant functions 
for the resources to do so, within a policy 
management process that aligns all these activities 
with the needs of the organisation and its 
customers.  
  
 

 
 
The growing interdependence of each step in every 
value stream will reveal all the underlying 
problems and the challenges from a changing 
marketplace. To solve the root causes means 
problems must be visible and not hidden. The true 
power of a lean organisation is when every 
employee can take the initiative to solve problems 
and improve their job, in a way that provides value 
for customers and prosperity for organisation.  
 
 

ROHS 
 

The UK Restriction of Hazardous Substances 
(ROHS) Regulations have been published.  
 
They restrict the use of certain hazardous 
substance in new 
electrical and 
electronic 
equipment (EEE) 
covered by the 
Waste Electrical 
and Electronic 
Equipment (WEEE) 
Directive with the exception of medical devices, 
monitoring and control instruments, or spare parts 
sold before 2006.  
 
Broadly speaking, the categories of equipment 
covered by these regulations are:-  
 
Large household appliances  
Small household appliances  
IT and telecommunications equipment  
Consumer equipment  
Lighting equipment  
Electrical and electronic tools (with the exception 
of large-scale stationary industrial tools)  
Toys, leisure and sports equipment  
Automatic dispensers  
 
The regulations specify that new Electrical and 
Electronic Equipment (EEE) must contain only 
specified levels of:  
 
Lead  
Mercury  
Cadmium  
Hexavalent chromium  
Polybrominated biphenyls (PBBs)  
Polybrominated diphenyl ethers (PDBEs) 
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The Closing Window of Opportunity for 
Small & Medium Manufacturers in 
China 
 
By Kenneth J. McGuire, MEAC 

 
One thing that pretty much everybody can agree 
on about China is that the economic scene in China 
is changing at unprecedented speed. So this is a 
timely report on a May/June 2006 trip that will 
likely be quickly outdated. 
 
Starting with the usual, I can report about the 
breathtaking economic pace in Shanghai, the 
incredible Olympic 2008 clean-up going on in 
Beijing, and the white hot build-up of every 
industrial sector in almost every part of China. 
Brand-spanking new hardware is being put in place 
for continued economic expansion. Unfortunately, 
the ‘operating software’ for running all this new 
hardware is still mostly a disappointing work in 
progress. There are still many deficient quality 
processes and poor customer service practices 
surrounding the new hardware. Much of this 
‘software’ is either fragmented with important 
parts missing or just incomplete. Depending on the 
Chinese people’s time and experience working 
with the new hardware and discerning customers, 
other processes work quite well to a western 
standard. 
 
Closing Window for Partnerships 
 
On this trip I also detected what appeared to be a 
great opportunity for Small and Medium 
Enterprises that is slipping away. The window for 
manufacturing companies seeking to collaborate 
with willing Chinese manufacturing companies 
seems to be closing. On previous trips, there has 
been a surprising push to attract American Small 
and Medium Enterprises to establish a presence in 
China. At ceremonial business gatherings there 
was strong expressed sentiment encouraging 
foreigners to find a suitable Chinese business 
partner to team up and grow together. This was 
especially in evidence by officials of Economic 
Development Zones seeking new foreign tenants.  
 
But there were also many Chinese business owners 
and managers who attended matchmaking 
sessions and reinforced this welcoming invitation. 
China’s business people were eagerly seeking an 
audience with US business people. China’s  

 
 
business owners and managers were seeking to 
learn of western ideas and eager to find products 
or prospects for partnering opportunities. 
Development Zones offer economic incentives to 
come to China. Tax-free periods offered in the 
development zones promote company partnering 
and encourage manufacturing investments. In the 
past, every China manufacturer you would meet 
was looking to find a US partner with which to 
build a future. 
 
That open solicitation for partnering seemed to be 
missing on this trip. Perhaps because of the effort 
by the central government to cool the overheated 
economy, or possibly because that original effort 
hadn’t produced the desired effect. But it was 
evident that most of that enthusiastic energy was 
missing on this trip. 
 
US Turns to China as Low Cost Source 
 
To be sure, there is evidence that there are still 
plenty of US companies heading to China to find 
low cost sources. The continuing trade deficits 
confirm that much outsourcing is still taking place 
with China. And in the first half of 2006, foreign 
direct investment was still huge at $60 billion USD. 
But there is evidence that it is slowing. The Wall 
Street Journal suggests that most of the 
manufacturing that can be profitably moved to 
China, probably already has been and now some of 
the low end manufacturing is beginning to move 
out of China to even lower cost nations. But low 
cost sourcing is not partnering. Partnering needs to 
be something more. 
 
The ‘low cost source’ Chinese company is also 
beginning to discover that while they may find 
success for a while as the low cost producer, 
longer term they run the risk of being ‘outsourced’ 
for an even lower cost alternative. Too often, the 
win/win of being a low cost source means that the 
foreign company wins twice (low price and with no 
obligations). 
 
Maturity Brings Higher Costs 
 
Many emerging Chinese enterprises, especially 
those in the inflationary coastal areas are now are 
facing an exodus of their customers who continue 
to seek low costs and find it elsewhere. Many 
China producers, who got their start being the ‘low 
cost source,’ invested their early experience  
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wisely and matured into capable organizations. 
Maturity also brought higher costs. Companies 
operating in China today must find competitive 
advantages that go beyond cheap labour. Relying 
on 
capabilities focused on ‘cheap’ are one-
dimensional. Too many of these companies were 
operating under the impression that a 
manufacturer who was willing to work hard, study 
the rules of quality, and abide by the customer’s 
demands would eventually do pretty well. 
Unfortunately, knowing how to make a product 
and knowing how to find a reliable market for that 
same product are not the same thing. So, these 
companies are now looking to find continued 
growth by leveraging that early manufacturing 
experience only to find that they lack critical skills. 
 
Longer-term success requires skills that many 
Chinese entrepreneurs have not had the time or 
the inclination to develop. Marketing skills and 
knowledge of market applications are two crucial 
value adding components modern customers seek. 
Skills that are missing, such as marketing 
intelligence, modern supply and demand 
management skills, experience in developing 
sustainable quality producing processes, and 
managing a long complex supply chain, are 
increasingly important. These are ‘knowledges’ 
that are required to attract and retain customers. 
 
Additionally, world-class competitors need to learn 
how to develop and/or adapt products that can 
stand the test of demanding customers in volatile 
global markets. Being the low cost producer does 
not develop those traits. For many of these 
companies it’s a case of not knowing what they 
don’t know. 
 
¢ƻƻ CŜǿ ¦{ {a9Ωǎ ƛƴ /Ƙƛƴŀ 
 
This is where American SME’s (Small and Medium 
Manufacturing Enterprises) have a lot to share. It is 
also where there is a huge opportunity being 
missed. SME’s, some 22.9 million of them in the 
US, produce 14 times the number of patents as 
large companies. And these SME’s are twice as 
likely to successfully commercialize new 
innovations. In the US economy, SME’s produce 
half the GDP, generate 75% of the new jobs, and 
account for nearly half the country’s payroll. The 
innovation and supply chain agility of US SME  
 

 
 
companies is a tremendous competitive 
knowledge pool. Combining and blending those 
traits with unbeatable cost advantage is a genuine 
win/win ‘world-beater’ opportunity. 
 
On this trip I was told more than once that there 
are surprisingly “too few” American SME’s actually 
willing to partner with Chinese counterparts. The 
“buy cheap in China and sell it at home” formula 
short-changes the collaboration opportunities. If 
SME’s don’t start a global collaboration with 
Chinese manufacturers now, where will their 
companies be in five years? What is the likelihood 
that a high cost SME could withstand the assault of 
a price competitor with a 25:1 resource cost 
advantage? And what if a few of their dominant 
customers discover the “China Price” first? How 
long will their niche protect them?    Customers are 
fickle, especially when it comes to price. SME 
procrastination in seizing the China Opportunity is 
a ‘bet the company’ gamble. 
 
Effects of the China Price 
 
By now the “China Price” has affected every 
manufacturer, either directly or indirectly. It has 
become the new competitive benchmark and is 
making it difficult to raise the revenue ‘top line,’ 
even after developing new or improved products. 
The same China Price phenomenon is also affecting 
every manufacturing company’s ability to grow its 
profit margins, even though these companies have 
adopted improved operating processes and 
invested in vastly improved advanced 
technologies. 
 
One senior executive said, “If the Chinese can 
make it, we really can’t afford to be in the 
business.” Such an opinion points to the 
hopelessness of engaging in price competition 
when one’s opponent has an overwhelming cost 
advantage. It seems to be saying that there simply 
is no good reason to invest resources in a losing 
competitive battle. Comments like this might be 
expected from a New England factory, but they 
came from a Japanese executive. 
 
Combining Innovation & Low Cost 
 
In the face of these compounding difficulties, what 
seems to be holding some US companies back 
from adopting a China strategy? If the direct threat  
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that Chinese manufacturing poses is so apparent, 
why don’t more companies see the opportunity to 
go global and join the 49,000 US businesses 
already in China? SME’s should be seeking a 
Chinese company to partner with, blending 
innovation and low cost before all the good ones 
are committed to a competitor. 
 
China manufacturing is the new elephant in the 
room. One can see it as a threat or an opportunity. 
It depends on your tolerance for undertaking 
dramatic change. Going to China is risky. The 
difficulty of attempting to conduct business half a 
world away, in a vastly different culture, in a non-
English language, makes for a daunting challenge. 
Any business could choose to postpone or shy 
away. 
 
Surviving Economic Disruption from China 
 
Small and Medium Manufacturing Enterprises 
need to develop a new global vision if they are to 
survive the economic disruption that an emerging 
China has precipitated. And they can’t afford to 
wait. The window of opportunity is closing. 
 
What should the value proposition be? Both 
partners need to give up doing what the other 
partner has a clear economic advantage in. That is 
the essence of the term Globalization. 
 
China manufacturers are unbeatable on price 
because they have the lowest resource costs in the 
world, but they lack management and marketing 
skills that are second nature to most SME 
manufacturers in America. That is an obvious place 
to begin the search for a blending potential.  Most 
Chinese exist in a manufacturing world of idle 
machines, late deliveries, piles of waiting 
inventory, production bottlenecks, and frequent 
rework quality problems. 
 
SME’s must search for a blending of low cost, 
innovation, superior supply chain logistics, and 
market opportunities that make partnering a 
winning, two-way value proposition. 
 
Blending Opportunities 
 
To survive in the American manufacturing world 
SME’s need to be strong, agile, fast moving, and 
fiercely competitive. These are precisely the  

 
 
 
innovations that can accelerate success for a 
budding Chinese company. When teamed up and 
pooled with the lowest cost modern 
manufacturing resources in the world, a well-
suited partnership redefines the meaning of the 
term “world beater.” 
 
In a global market, it is unaffordable to invest high 
wages in workers tending parts making machines. 
It is also illogical to think that low cost alone can 
offset cultural and language obstacles to ‘service’ a 
customer in the home market. Who better than 
the people who make the product can service it in 
their native language, and in accordance with their 
local circumstances? 
 
For both Chinese and American manufacturers, it is 
absurd to think that the logistics of an ocean 
crossing shipment makes sense anywhere time 
delay is not protected by certain known need and a 
low obsolescence risk. This is another obvious 
blending opportunity. 
 
To get started, an SME needs to study, explore, 
decide, plan, and then act swiftly. Figure 1 outlines 
a four phase – two year process that will serve as a 
good starting place. Each company’s China Entry 
will be situation specific, but any expectation that 
it will be a short, one trip event is a ‘lottery ticket’ 
hope. China entry requires the first string team on 
a dedicated basis. And the first string team needs 
coaching which accelerates realization to cash 
positive in 24 months for the SME business 
proposition. 
 
China Entry Event Timeline 
 
The first step is getting started. Senior 
management conviction to the decision to accept 
the China Challenge needs to be based on first -
and discovery and exploration. Knowing your 
company strengths, priority business needs, and 
resource limits is step 1. A readiness assessment 
and opportunity profiling is good preparation. 
Then going to China to size, shape, and plan the 
opportunity is next. Moving forward is contingent 
on what the first steps reveal. 
 
Phase II starts by reaffirming the ideas laid out in 
Phase I with data and informed research. The steps 
from there will be obvious. There will also be a 
murky transition through the next implementation  
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and execution phases. The most important thing is 
to be flexible to the reality that unfolds. This is 
where good coaching is essential. But no amount 
of coaching or preparation will substitute for step 1 
-- getting started before the window closes. 
 
Reprinted with permission: 
Massachusetts - Manufacturing Advancement Centre 
 
 

The following is from John Henryôs Quick Changeover e-
newsletter.  It can be accessed at www.changeover.com 

 

Some Thoughts On... Changeover Is ESEE 

I have long thought that reducing changeover time 
is simple.  I still believe that.  Achieving lean 
changeover is a matter of paying attention to 
detail and making lots of small improvements.  On 
the other hand, to paraphrase Deming: "I never 
claimed it was easy, I only claim it will work." 

I have sort of changed my mind on that.  While I 
still don't think it's easy, I do think it is ESEE.  ESEE 
is an acronym describing the 4 steps to lean 
changeover.  

E-liminate:  

In any changeover there are unnecessary tasks 
being performed.  These may include things like 
adjustments of conveyor rails. 

How many brackets need to be adjusted?  In a 
recent project in a bottle molding plant we found 
that there were guide rail brackets every 2 feet.  
Since these were empty plastic bottles, hanging 
from their necks, this was way more than needed.  
We removed every other bracket.  On several 
hundred feet of conveyor this single improvement 
saved about 15 minutes per changeover. Assuming 
3 changeovers per day, 240 days per year, this 
amounted to an additional 7-1/2 DAYS (No, that is 
not a typo.  You can do the math) of production 
time annually per line.  (See?  Simple changes can 
have huge paybacks.) 

Product design will also present opportunities for 
eliminating changeover.  A particularly dramatic 
example is Coke and Pepsi.  Both produce a variety 
of cola, flavored, juice and water products in 20 oz 
PET bottles.  Pepsi uses the same bottle for all 
products.  Other than the label, cap colour and, in 
the case of 7-Up, the bottle colour, there is no 
package change.  Coke produces much the same 
range of products but uses 5-6 different bottle  

 

shapes.  This will necessitate a lot of changeover 
downtime. 

Even documentation may present opportunities.  
At one client, during product changeover there 
were at least 4 sets of documents that needed to 
be completed (manufacturing, materials, quality, 
maintenance).  About 75% of the information on 
each document was the same. Combining 
everything on a single document that all 
departments would use eliminates calculation and 
writing time. 

S-implify: 

Simplifying changeover tasks can be as basic as 
replacing bolts, nuts and screws with hand knobs 
and levers.  Get rid of all tools.  They slow 
changeover because: 

1. Time is spent looking for the right tool. 

2. If the right tool such as a wrench is not 
found, the wrong tool, such as Channel locks 
will be used damaging the fastener 

3. Some plants, by policy or by union contract, 
do not permit operators to use tools.  There 
are many changeover tasks operators might 
otherwise be able to do.  This frees up more 
skilled associates for higher level tasks 

If tools can't be eliminated, find the most 
appropriate tool and make sure it is readily 
available.  If repetitive tasks need to be done e.g. 
removing 55 die bolts on a tablet press, provide 
proper pneumatic or power tools. 

Simplify photo eye and sensor set-up. Instead of 
repositioning a photo eye, mount multiple eyes, 
one for each product.  Position and sensitivity are 
dialed in and a selector switch is used to select the 
proper one.  This could even be done automatically 
via PLC. 

E-xternalise: 

Externalization means performing changeover 
tasks outside of the changeover downtime. In 
other words, while the line is running.  

Many lines will use hot stamp printers, wheel 
coders or debossers to print a production code on 
the product.  Often the process is: 

1. stop the line  

2. remove the coder chase or wheel, 

3. spend 5-10 minutes fiddling with the 
characters  

4. replace the chase or wheel.  

http://www.changeover.com/
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If there is an additional chase, it can be set up 
ahead of time and swapped out in as little as 30 
seconds.  While the amount of labour in the task 
has remained the same, or maybe even increased, 
labour time is cheap, measured in $10's/hour.  
Changeover downtime is expensive, measured in 
$1,000's/hr.  Don't keep the line stopped for tasks 
that don't need it stopped.  

Liquid filler components may be time consuming to 
clean and sanitize.  If additional sets are 
purchased, this cleaning no longer holds up 
changeover.  As expensive as these parts may be, 
payback is usually in months.  Sometimes even in 
weeks.  

E-xactly! 

Changeover must be done exactly.  Anything less 
than perfection in the changeover will lead to time 
spent struggling to get the line running correctly.  
In the good old days of long production runs, this 
was not as much of a problem.  There was plenty 
of time to do this.  Now, with more frequent 
changeover and shorter runs, there is not. 

While some of this start-up time can be due to 
variability of materials, the bulk of it is due to 
imprecise machine adjustments.  If you don't 
measure adjustments, you will not control them.  
All adjustments must be done to precise set points.  
Scales, mechanical or electronic digital indicators, 
gauges, scribe marks and détentes are all ways of 
accomplishing this.  In addition to position 
indicators, good thermometers, pressure gauges, 
tachometers and other instruments must be 
provided.  

If there are only a few products to be run, one 
technique is coloured marks.  This allows the 
operator to know that for Product Alpha, all 
adjustments are made to the red mark.  

Just having the indicators in place is not enough.  If 
the person performing the does not know what 
the set points are supposed to be, they are simply 
decorations.  A set-up chart showing all set points 
must be readily available at the point of use.  There 
also needs to be good SOP's as well as checklists to 
assure that everyone performs changeovers the 
same, optimal, way. 

For cleanup and set-up the goal must be reduction 
of the line downtime required.  For start-up, the 
goal must always be elimination.  This may not 
always be totally achievable but it does need to be  

 

 

the goal.  The only way to meet this is by making 
changeovers exact.  

As I said, changeover is not easy but it can be ESEE. 

 
Kaizen or Rework? 
 
Jim Womack’s September email 

 
I recently visited a contract electronics 
manufacturer with a striking capacity for kaizen – 
the steady improvement of every step along its key 
value streams. Dozens of kaizen events were being 
performed across the company to eliminate 
wasted steps and to remedy quality, availability, 
adequacy, and flexibility problems in each value 
stream. At the same time, kaizen teams were 
trying to speed continuous flow and to perfect pull 
systems when flow was not possible. 
 
The managers were pleased with their work and I 
had to admire both their technical skills and their 
enthusiasm for rapid improvement involving the 
employees touching each value stream. However, I 
noted that most of the value streams being 
improved were for products that had been 
launched recently. I wondered why so much kaizen 
was necessary. 
 
Indeed, I pondered – as I often do these days – 
whether the kaizen effort was analogous to old 
fashioned end-of-the line quality inspection in 
mass production organizations. Value streams for 
new products were being put in place without 
much thought to lean principles or much rigor in 
thinking through the details of every step and 
action. Kaizen teams were then inspecting the 
processes once in operation, finding them far from 
lean and launching waves of corrective action. 
 
Given that many bad practices had been built into 
the value streams, these kaizen efforts were 
necessary and highly productive. But why wasn't 
the organization performing lean process design as 
an integral part of the development process? And 
was the organization's skill in after-the-fact kaizen 
– that is, its talent for process rework -- actually 
reducing the pressure for the hard conversations 
about lean process development that ought to be 
taking place during product development instead? 
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As I've reflected on this situation, I've wondered if 
the practices of Toyota and other lean pioneers 
have been misunderstood. Kaizen is an important 
activity at Toyota and involves all employees. But 
new processes launched at Toyota are usually 
extraordinarily lean to begin with and post-launch 
kaizen is a small part of Toyota’s competitive 
advantage. 
 
The secret lies in Toyota's product/process 
development system that focuses on creating 
"profitable operational value streams" – to use a 
favourite phrase of the late Allen Ward. These 
streams have been thoroughly "pre-kaizened" by 
examining every step in the proposed production 
and fulfilment process long before launch.  
 
The first step is to make sure someone is 
responsible for thinking about the whole process 
needed to bring a new product from order to 
delivery. By thinking about the production process 
at the same time the product design is being 
evaluated, it's possible to optimize both. 
 
The second step is to lay out the process on paper 
and consider the different ways that it might be 
conducted. For new types of products requiring 
new processes it is particularly important to 
consider a number of different ways the whole 
process and each step might be conducted and to 
conduct simple experiments to see which way 
works best. (This is the process development 
analogue of the Set Based Concurrent Engineering 
methods used to evaluate different approaches to 
the design of the product. It's also a key element in 
the 3P Production Preparation Process now 
conducted by advanced lean organizations.) 
 
The third step is to test any new ways of 
conducting process steps with simple prototypes – 
even cardboard mock-ups -- to learn how well they 
actually work. (Another element of 3P.) The 
knowledge gained from these experiments then 
needs to be written down and turned into the 
experience curves of the sort Toyota develops 
from experiments with simple prototypes of new 
products. 
 
(In fact, this knowledge is Toyota's great advantage 
in concurrently and rapidly developing new 
products and processes: At this point, most of 
Toyota's production processes are highly  

 
 
 
standardised and fully documented. Most new 
product designs only need to comply with well-
understood process requirements to launch as 
smoothing flowing streams.  By contrast, most 
organizations I visit have poorly documented 
processes with weak standards and little real 
knowledge of trade-offs in designing a process one 
way versus another. They will need a lean leap in 
consciousness and practice in order to catch up.)  
 
Once the best process is determined, which may 
result in changes to the product design as well, the 
next step is to finalize equipment designs and 
information management systems. 
 
Finally, it's time to develop standard work for 
every step in the value stream and standard 
management for the whole value stream. This 
includes a training plan for every employee, a plan 
for every part, and a maintenance plan for every 
piece of equipment. 
 
If all of these actions have been completed by the 
start of production, the value stream should be 
very lean from the first item delivered. Kaizen will 
still be important, based on hansei (or reflection) 
about the performance of the process once 
operating, but it can start from a higher level in a 
more stable process so that additional rapid 
improvement is actually easier. 
 
It's my feeling that many organizations are now 
ready to elevate their level of play. As I hope I've 
made clear, this is not by de-emphasizing the idea 
of kaizen, but by performing the PDCA process that 
is at the heart of kaizen inside the development 
process. This will insure that every new value 
stream for every new product commences its 
productive life as a very lean stream.  
 
Given the steady reduction in the length of product 
lives, I believe that it will become ever more 
important to achieve "process quality at the 
source". Otherwise, the product may be ready to 
go out of production before process problems are 
ever addressed through kaizen as rework. 
 

Lean Perception of TOC 

Thanks to Don Breakley for the extracts from his Lean 
consortium Newsletter 
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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/ 

The group was discussing the relationship of TOC 
and lean.  Frank responded with a concise 
overview of TOC. 

“This is a perspective of TOC, which we believe you 
requested.  Our methodology for implementation 
incorporates TOC and LEAN processes being 
implemented with the purpose of increasing 
throughput.  If you would like a further 
comparison, let me know.  

An overview of TOC: 

 Every business has at least one constraint (or 
leverage point) which limits the output of the 
entire operation —the often unidentified 
constraint limits a business’ profitability —
just as a chain’s weakest link limits its 
strength 

 Change any part of a system and you affect 
its performance, but improve the key 
leverage point of a system and its 
performance increases exponentially 

 The key is to identify the company’s 
constraint and manage it 

 A successful business must satisfy three 
necessary conditions 

ï Satisfy the shareholders now and in the 
future 

ï Satisfy the market now and in the future 

ï Satisfy employees now and in the future 

 Any improvement effort, if it is to be truly on-
going and sustainable, must satisfy all three 
conditions 

Underlying Philosophy of TOC: 

An organization is a system of interrelated parts 
that can only be improved systemically by focusing 
on the constraint —systems thinking. 

Objective of TOC: 

Increase Throughput —reduce lead-time and 
inventory to gain competitive advantage, increase 
capacity and grow (Leverage). 

Breadth of Focus: 

Business Focus —design, order fulfillment, project 
management, distribution & replenishment  

 
 
 
 
marketing & sales, finance & measurement, and 
strategy. 

Resource Management: 

Segment the market, not the resources —strive for 
maximum resource flexibility. 

Capacity: 

Excess capacity is waste —protective capacity is 
good. Unbalance capacity to maximize the 
constraint output based on customer demand 

Purpose of Inventory: 

Excess inventory is waste —inventory protects 
throughput against variability of supply and 
demand there is always a role for inventory as a 
buffer to protect the constraint from Murphy.  Too 
Lean. 

Variability: 

Variability (Murphy) will always exist —Protect 
against it with time buffers and prioritize 
improvements (Lean & Six Sigma Tools) using 
Buffer Management. 

Role of People: 

Rely on people to improve the process, then move 
people in order to grow throughput. 

Measurement: 

Redefines traditional operational efficiency and 
managerial accounting measures around company 
performance —throughput is defined in dollars. 

Improvement Focus: 

Focus improvement effort on the constraint 
(leverage point) and impacts to the constraint to 
realize significant results quickly. 

Improvement Projects: 

Focus on implementing one.  The next constraint is 
predicted and planned.” 

 

 
 
 
 
 
 

http://groups.yahoo.com/group/NWLEAN/
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Why is no one asking the Product 
Development Community to create low-
waste designs? 
 
Thanks to Richard Kunst for the extracts from Lean Thoughts 

 
We met Mike at a recent Lean Design Conference 
hosted in Chicago and wish we could have him on 
our engineering staff … he is the kind of engineer 
that really understands lean.  
 

As we know, lean is about eliminating waste on all 
fronts –in everything we do. But if we truly believe 
about eliminating waste on “all fronts”, someone 
has to explain to me why the Product Design 
Community is largely exempt from lean initiatives. 
After that explanation, I’d like an answer to a 
follow-on question: Why do we tolerate the status 
quo thinking and status quo behaviour of the  
 
 
Design Community? What’s doubly troubling about 
the situation is that the Product Design Community 
has the largest influence on costs. We know that 
once the product is complete most of the cost is 
already “locked in”, or more precisely “designed”.  
Estimates on how much cost is “designed in” range 
from 60-90% of total cost.  
 
There are good arguments why traditional lean 
methods don’t directly apply to the product 
development process (though they apply when 
twisted the right way). For example, the product 
development value stream is almost the complete 
reverse of the production value stream. In the 
product development value stream information 
flow (which is actually the learning needed to 
improve the design) is the primary deliverable as 
the product flow (prototype designs and design 
revisions in the case of the product development 
value stream is the means for creating the 
information flow. It could not be more backward. 
However, there is no argued that can stand up to 
the idea of creating product designs that are low-
waste designs –designs that create waste in the 
production system. Imagine if your company’s 
Product Design Community designed a new 
product with 50% less labour content than the 
previous design. The Lean Leaders in 
manufacturing would increase their lean activities 
from a significantly lower waste level and achieve 
savings that were thought impossible.  

 
 
 
Imagine if your company’s Product Design 
Community designed a new product with 50% 
fewer parts than the previous design. Think of all 
the transactions that would save: fewer parts to 
receive, fewer parts to move; fewer suppliers, few 
delivery trucks, fewer loading docks.  
 
It is discouraging to watch how hard our 
Manufacturing Lean Leaders work to reduce costs 
by 5% percent when we know the Product Design 
Community can design out 10 times the cost with 
simple tools and methods.   These 50% reductions 
in product cost and 50% reductions in the number 
of parts are common and don’t let anyone tell you 
otherwise.  And they will tell you that your product 
is different and that these levels of reductions are 
impossible.  
 
There are methods and mechanisms to help the 
Product Design Community design low-waste 
designs. The best method is to educate an 
important leader who is willing to drive the 
change. The toughest part is to that important 
leader because the leader must have 
organizational responsibility for the Product 
Development Community and deeply understand 
the importance of manufacturing processes and 
assembly processes. Sometimes it is easier to form 
a coalition of important leaders who, between 
them, have the required knowledge and 
responsibility. But because the payoff is so 
significant – 50% reduction in product cost –
worthwhile to find the right leader or build the 
right leadership coalition.  
 
Mike Shipulski, Director of Engineering   Hypertherm, Inc. 

 

The Right Ingredients for a Successful 
TPM or Lean Implementation 

Thanks to Richard Kunst for the extracts from Lean Thoughts 

 
Just a few days ago I received a call from Mark 
Hoffman that made me think a lot... Let me share it 
with you...  
 
Given the fact that only 10% or less of companies 
succeed at implementing TPM (and other Lean 
Manufacturing Practices, I would add), what are 
the main factors behind that success? Actually,  
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Mark Hoffman is only interested on TPM, but my 
experience has shown me that it applies to all of 
the other practices as well.  
 
What a good question!  
 
All implementers want our projects to be a 
success. So, what are the factors that really help 
this to happen? We will also ask the opposite 
question: What are the factors that keep TPM (and 
other lean projects) from succeeding?  
 
Positive Factors  
 
• Top management support is perhaps the 

concrete factor in the teams with good results. 
Some other positive factors will be:  

 
•   Good training at all levels of the organization.  
 
•  Vision and Mission Statements should include 

concepts like:  
•      A good PM program already in place:  
• Full information about equipment 

performance:  
•  Good communication skills of the TPM 

coordinator or Continuous Improvement 
Manager:  

 
Let us remember: TPM and Lean Manufacturing 
disciplines, while technical, are more cultural. 
Everyone in the organization must receive a lot of 
information on the new culture. This awareness is 
crucial to get all the people tuned at the same 
frequency.  
 
Our people are the single most valuable asset in 
the company.  
 
All employees are our associates, or... are 
responsible for our success, etc. All other actions 
will have to support such statements.  
 
Management must be ready to complete the move 
all the way from the old image of "power from 
authority" to "respect and admiration from true 
leadership".  
 
Job descriptions (at least for new hires) should also 
be adjusted to reflect the new culture.  
 
 
 

 
 
It is necessary to have a good Preventive 
Maintenance program in place, so that we count 
on clear identification of each piece of equipment 
and have some history. Also helpful is any 
documentation that we find available on the 
performance of each machine and the chronic 
failures or problems.  
 
To begin a project, we research all possible 
information about the actual, expected and 
designed performance of it. Some of this may be 
documented in work orders. I strongly recommend 
establishing a very good communication with the 
"owners".  
 
That is the operator of the machine, the area 
supervisor(s) and/or manager(s).  

This is the key person in the success of the 
program implementation. The coordinator is in 
charge of creating a good image for the new 
philosophies. His/her mission is not only to train 
the implementer teams, but also to educate 
everyone else in the plant. He/she, has to become 
an expert in this culture and explain it to anyone 
who wants to listen. He/she must develop a 
creative broadcasting of the progress. 

• Full time person(s) assigned to those tasks:  
 
The lean philosophies require continual dedication 
and training. This person will have to attend a 
minimum of one seminar each year, (more than 
one if possible). Many companies fail when they 
decide to just split the time of someone who is 
already in charge of some other assignment or 
task.  
 
• Follow UP:  
 
Once a project is delivered back to the "owners", 
we must be aware that TPM has just begun for 
that particular machine or system. The other 99% 
of the success will depend on the permanent 
communication that the coordinator establishes 
with the operators. We must make it clear that we 
are there to listen to them they ARE our 
customers. The few weeks following a project will 
be crucial in terms of creative improvements to the 
machine and its area.  
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This follow up builds up the confidence that our 
customers feel towards the project and the 
prestige of the program in general.  
 
• Passion!  
 
Indeed this and most other activities must be 
supported by a passionate belief and dedication in 
order to really succeed.  
From the previous lines we can also define some of 
the obstacles that the project finds just in the lack 
of support, dedication or discipline. Some other 
factors can also undermine the program:  
 
Negative Factors:  
 
• Middle management:  
 
We have found that middle managers, supervisors, 
even some lead people, feel threatened in their 
positions by these changes. Again this is a matter 
of culture shift. These people must be shown the 
advantages of sharing their knowledge and 
responsibility with the production operators.  
 
• Maintenance Technicians:  
 
For years, maintenance has been conceptualized as 
a repairing force. Now we must focus on 
maintaining the equipment in normal operating 
conditions thus preventing failure. Many of the 
technicians feel that keeping some technical 
secrets makes them more valuable or their jobs 
more secure. This is not true. Under the new way 
of conducting business, the more the operators get 
involved in the maintenance tasks, the better the 
technicians can apply their expertise to higher level 
operations. These include: equipment re-
engineering, predictive maintenance, area re-
designs, installation and facilities improvements. 
• Concerned Production / Mfg. / Engineering:  
 
Must be made clear that TPM or other of these 
disciplines aren't an extra burden on production, 
manufacturing or engineering, but are instead, 
ways to ease the accomplishment of their own 
goals.  
As we can see, the success of any lean 
implementation is for the most part a Common 
Sense application. Devote the time and effort to 
build the new culture and the results will show up 
immediately and at long term...  

Source: Enrique Mora, www.tpmonline.com 
 
 

A Final Plea 

 
If you have got this far through this month’s 
newsletter thanks for reading it.      
 
Please take a few minutes to let us have some of 
you business improvement experiences or 
comments.   Help us all and share your 
experiences. 
 
Thanks 
 
Chris 
 
 


