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Approach to Developing Sustainability:

Action Agenda for Today’s Business Leaders
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Abstract:

The phrase "sustainable growth" has a dual meaning for all organizations. One
important meaning is the way that an organization uses its resources in ways
that are sensitive to the global ecosystem and are also responsive to the needs
for creating a sustainable environment for our world. This is a critical
obligation of all organization leaders and essential to attain a balance in our
global climate. However, to ensure that our organizations can achieve this
objective and make a long-term commitment to the environment it is essential
that business leaders ensure a sustainable operation of their business. Itis my
belief that these two types of sustainability must be achieved in order to
assure the best for our world. Only when business leaders can assure the long-
term persistence of their organization does their long-term commitment to
environmental activism endure. This speech describes obligations of leaders to
create sustainable success and presents an approach to achieve this a strategy
over the long-term based on personal observations of management methods in
both Finland and Japan.
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Develop inside-out AND outside-in views!
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Quality must address a customer’s needs!
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Innovative quality ‘excites’ the customer!
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Quality iIs delivered as a value proposition!
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Value Propositions and Competitive Position
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Choosing a value discipline focuses your customer-related activities!
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Mastery — Develop expertise in all areas!
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Toyota management policy: Cost & guality!
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Planning elements in a lean enterprise

Lean Enterprise = Lean Method + Six Sigma Approach

. | Hoshin Management =

-

Daily Management
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Functional management at Toyota:

Business Policy

— Fundamental Policy
* Long-range planning
» Long-term goals
* Long-term policy

— Annual Policy
« Annual Slogan
» Short-term planning

« Annual functional goals Functions:

« Annual functional work plans « Administration * Planning
» Production » Purchasing
* Quality » Sales
« Cost * Information Technology
« Safety « Communications
 Sanitation
* Environment
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Design organizations to innovate!

How do you plan to manage your work?
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Secret to sustainability:
-« managing work by measuring facts’
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Design your organization to be sustained!

All organizations tend to operate at three

unique levels of knowing and learning.

Each of these organization levels has its own

set of business objectives, different set of

::> customers, different decision process and a
different kit of analysis tools.

— Enterprise: the viewpoint of the entire set
of business areas and operations, e.g.,
the business group.

— Business: the viewpoint of a specific
product line or service area, e.g., unit
division or product category.

— Operations: the viewpoint of a discrete
» > business organizational structure, e.g.,
an R&D Center, Manufacturing Center,
Distribution Center, Sales Office, or
Service Operation.
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Design and deploying your business policy:

Enterprise
Governance

Board / CEO

Business

General Managers
Management 9

Operations Functional Managers
Management

| Performance |
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Structure of a management system!

Politics

World of Scenario World of [ Regulations
Facts Options Possibilities| Economics
3 Technology

! Critical Assumption Evaluation gnvironment
Discontinuity Analysis

Market Research
Technology Assessment
Competitive Analysis
Strategic Benchmarking
Customer Analysis
Business Performance

Strength-Weakness-Opportunity-Threat Analysis

) Quality Improvement Plan
Strategic [ Capital Investment Plan
Plan Information Systems Strategy

Human Resource Plan

Business Imperatives
D FPerformance Indicators

Rerformance Feedback] Annual Diagnostic Presidential Review
p| , Operating Review
= Analysis Self-Assessment

Corrective Action
Preventive Action

Operating Implementation Business
Budget Plan Management
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Review

Project Management
Process Management
Problem Solving




Imperative: Manage your business system!

#H

Management is a process that
is distinct from its content
(strategy and tactics) and the
methods and tools enabling it
(processes for planning and
review as well as toolkit for its
diagnosis and improvement).
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Link and align the entire organization:

. / - 0

+ /] 5 E

Strategic vision: provides long-term stability for direction-setting
Behavioral values: establishes desired actions by all people.
Performance indicators: set the standard of measuring actions
Planning process: coordinates activity to achieve the vision
Business imperatives: describes what processes must change
Product roadmap: identifies the long-range product programs
Process of management: coherent approach to organizing work
Reporting system: describes reports provided to management
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Engineer your business system!

The goal: Achieve ‘organizational congruence.’

 What makes a company’s competitive advantage sustainable
is its unique blend of practices, values, competence, rewards,
autonomous structures, funding processes, and selection and
development of product champions.

« The competitive company must continually redesign itself to
meet the challenges of the market. This requires more than
just ‘reshuffling the deck’ — a political exercise of assigning
new people into old positions.

« Enduring advantage comes with an insightful look at the way
work is organized and coordinated and a thoughtful redesign
of its architecture.

Congruence: A state of balance and consistency — ‘fit’ — among
components of organizational design — harmony of arrangement.
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How can we see what we need to manage?
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Historical Approach to Quality Performance

Regions of poor quality suffer economic loss due to off-specification
performance which cannot be sold at full value or results in scrap or
rework of the product to achieve the desired performance range.
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Quality Performance of a 3o Organization:
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Is there an incentive to increase gquality?

Historical View (1950’s): Investment in quality results in a point of diminishing return
where further increases in quality were off-set by additional cost of achieving this
quality performance. Any results beyond this point required an economic trade-off o
validate additional levels of quality performance because it was compromised by

higher product cost. 1 1 0OE
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Calculating Cost of Poor Quality (COPQ):

coP Q = Cost Failure + Cos tAppraisaI + Cost, Prevention

* CoStFaiIure B 1 -
! 1 %
2 $1
- <
° CoStAppraisaI B 0

* COS tPreventionB

2 2
BUSINESS
EXCELLENCE 22 YN

SOLUTIONS © Copyright 2008 BES Business Excellence Solutions Ltd.



How costs decrease as quality improves:
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How should you “target” improvements?
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What does it take to be efficient?
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Track process effectiveness:
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Measure requirements of customers and process owners:
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% I4 N - Productivity
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Measurement questions:

« How good is our measurement system?

* How should we measure our current performance?
* What is our current performance level?

* How good could our performance be?
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Measurement detalls vs. process detall:

e V4 B
Organizational Level Primary Focus Chief Objective Main Metrics
Enterprise Shareholder Maximize the value | * Shareholder Value
(Organization Vision) (Governance Model) propositions of both | . Brand Value
shareholders and
targeted customers
Business External Customer | Establish a market * Profitable Growth
(Strategic Direction) (Business Model) demand-driven pull | . Cystomer Loyalty
for l?roducts A * Deliver to Promise
services
Operational Internal Customer Deliver to promise * Productivity
(Daily Management) or Next Process and establish a truly | . Cycle Time
(Process Map) reliable organization | , Quality Level
* Cost of Operations
* Job Satisfaction

Self-regulation monitors and manages operational performance to deliver the
overall business results.
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Measures change across product life cycle:
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Product Features | Show-stoppers Cost Reduction Warranty Cost
Project Cost Production Ramp | Product Availability] Risk Probability
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Determine the value proposition of metrics:
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Define value from a customer’s viewpoint:

! 1 0
20 a _ 3 (Available time per working day)
@) (Daily demand requirement)
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Monitor your industrial way of working:

(YZ Process Performance (4-Up Chart)
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Toyota assures quality through people:
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How to lead company-wide improvement?

Integrate the three elements and processes of the improvement cycle!

Sustain gains,
document and
measure process
performance.

Identify key
business areas

of concern: make
decisions based on
facts and analyses.

agement

Integrated Planning ® ontrol)
(Business Excellence)

Process Improvement

(Lean Six Sigma) — T
Eliminate the critical
source of variation
and create new
process capabilities.
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Components of a modern guality system:

Strategic linkage >»Business Excellence

0
I1ISO 9000 Standard < Operational linkage
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Handoffs can create or destroy value:
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Lean Six Sigma defines one part of POM:
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At the front-end of the Process of Management (POM) are the need
to establish the content of the strategy (as defined by single vision,
strategic direction and strategic imperative) and supported by a self-
assessment process, strategic benchmarking process within context
of an integrated planning, execution and review process. Business
excellence does not occur by accident, it is planned and executed

with diligence. This defines the “recognize” front-end to LSS change

projects.
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What does it require?
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What does it take to manage change?
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Continuous innovation: key to the future!
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Thank you! Any questions?
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