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1 Executive Summary

Opportunitiesto reduce operating costs,

improve risk management and sharpen High tech/high valuedd businesses are missing huge «
customer responsare being missed by and risk saving opportunities
certaincompanieswvith a common trait:

- they all employ highly skilled labour
to create high value products and services

Examples of such companies #ieseengagedn:

1 engineering civil, mechanical, electrical andextronics
1 hightech manufacturing
1 pharmaceuticals

9 professional services

Such companies oftetolerate, or are evemunaware ofinherent wastdul practicesdue to the
LJ2 ¢ S NJF RZ éntkeQénguriahttitude that bright peopleapplyto their work.

Not only canthis causecorporateindifference to the sheer hard work it takes to succeed, but it can
also mean wastactuallygrows asleverpeople enthusiasticallgreatetheir own solutions to the
issues they face.

Profound @iangedo the structure ofbusiressstandards based on 1SO9001:2000 e.g. ISO9000, 9001,
9004 and sectoespecific derivatives such as AS91@yv encouragewastereductionwhilst
simultaneouslymproving innovation and operational effectivenesthey do thiky enabling

companies to

uncover costand mitigate hiddemrisks

optimise the 80% of their operations that are incapable of being automated

create protocols to capture, foster and disseminate best practice;

extend improvement across the value chain;

reduce time to market;

create anoperational framework and an underlying culture which will guide, drive, support
and maintain agility

1 moveway beyond the benefits and limitations of Lean, Kaizen and Kanban.

=A =4 =4 4 -8 4

In this paper we explore these opportunities in more
O -
detail.

Their reliance on Lean/Kaizen/Kanb

is misplaced We alsosuggest that anycompanyrelying on Lean /

Kaizen / Kanbafor its improvementvithout accounting
for the change$n business management standartds

exposing itselfo unnecessaryisksand costs.
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2 Introduction and purpose

There is auiet evolutionin the Word Of
Best Practicevhichis havingevolutionary - pysinesses adopting this change will reduce costs anc
cultural and communication implications
for hightech/ high valueadd, particularly
engineering (of all types), highch
manufacturing, pharmaceuticals and
professional services.

and improvemarket response

All share the comion trait that they employ highly skilled labour to create high value products and
services and usually operate to standards based on ISO9001:2000 e.g. ISO9000, 9001, 9004 and
sectorspecific derivatives such as AS9100.

The evolution in these standards encages and in some cases requires suchgammes to move
their focus from oneway show and tell quality management, to collaborative, raartiy
engagement of their workforces in egoing operational improvement.

The impact is potentially very positive.

Adopted properly thischange ofipproachwill enable a business to reduce its operational costs and
risksand improve i speed of market response

- vital survival traits in a recessionary econoamgdworthy of understanding in full.

That is why we have pubhed thispaper.

To date, businesses have largely missed these opportur
1

In section 3we explore the new and radical principle that change to the standards embodies: the
move from boxticking bureaucracy to a genuine means to improve business.

In section 4the relevance of the change to our current, recessiry times is examined.

In section 5we explain how the change impacts the main beneficiaries: engineeringtdtigh
manufacturing, pharmaceuticals and professional services.

In section 6we discuss how the change can practically be made to worklascribe the
requirements for improvement.

In section 7we examine the relationship between the standards and Lean/Kaizen/Kanban protocols
and insection 8we draw conclusionsSections 9 and 1provide further sources of help and advice.

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 4
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The change isot new, it has existed as a statement ofeint within the major standardsegimes for
several years. But, as far as we can see, its strategic impact and potential to transform businesses
has been largely missed.

That could be due to the interptationof (G KS G SKY | YR(I Ay BtapBd | G A S NBR
complianceconnotations, a misconceived disjunction between quality and bottom line results and

/or limited operational understanding of how to move from a bureaucratic state to one of

continuous improverant with all of the positive reinforcing benefits that implies.

It is for all these reasons that we are particularly bringing this paper to the attention of business
leaders.

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 5
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3 The principle: f rom box -ticking to bottom line improvement

Early standards aginmentwas largely about I —
codification: stating what the organisation did anovh

it did it. Modern best practiceespecially that following
the introduction of ISO 9001:2000 and its derivatives,
has moved very firmly to intpving the 'how": A —=—=.
transformingaccreditationfrom boxticking bureaucracy to a valuable tool for continuous

operational improvement.

This change isdical

This involves moving the organisation througsesies of progressive stephown in the diagram
below.

Class A learning culture develops. All staff actively push the
. organisation forward to be the best. Ordersflood in as
Leadi ng customers want to work with the best in the industry.

Leaders, management, operational staff, partners and
suppliers all actively engage in a programme of continuous
Continuou S|y Imp rovi ng improvement. A culture of improvement develops and
becomes embedded. Morale increases as does customer

satisfaction and profitability

Tasks, processes and expectations are crystal clear. Staff,

Enab“ng the Change partners and suppliers are actively engaged. Visible
l improvements are made.

A commitment to change develops from the top down.

Committed to Change Pilot projects are run to clarify and communicate best
practice. The organisational as a whole agrees to change

| Best practice is unclear or difficult to follow. There is a high
degree of variance against processes. Staff may be pulling
in different directions .

3.1 From chaos to commitment

Themove from a chatic situation to one where there is a commitment to change can largely
achieved bycodificationsince at this pointtie requirement to change thaearts and mindsf the
workforceis minimal.

3.2 From commitment to enabling the change

Enablement of the chage requires the creation of a much more comprehensive systemwdrieh
not onlyenables quality to benanagel but alsoenablesstaff, partners and suppliets be engaged
in the businesgmprovement process

In standards terms, this is both new and icali

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 6
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3.3 From enablement to continuous improvement

Moving from codificatiorio continuous improvement e
can for some companies, represent a major cultural

leap since itannot be achieved without clear, tep

down leadership and a concurrent commitment to
becomeone of the best. 8t the benefits in terms of
improved business agility, reduced risks and lower costs are enormous.

The ultimate goal ifocused activity

3.4 From continuous improvement to class leading

The ultimate goal ito createclass leadingotally contiguousagilebusiness activityhichfocuses
on leaning andthe rapidresporseto market challenges.

In the following section we explotle benefits before going on to consider hdwtake the steps
outlined above.

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 7
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4 The relevance to recessionary times

4.1 Cost and risk reduction

By engamng their workforces in best |
practiceimprovement, businesses uncover

and mitigate risks and costs that might have
previously been unknown to management.

Few approaches uncovkidden issues as well as this

This comes down to the detail of what bgstctice is all about: human processes. Human
processesomprise ofactivities whichpeople undertakeepeatedly and consistently in order to
compete the goals that are set fahem.

They differ markedly from automated widtow processes in that they:

arerarely routine(if they were they would be automated);

are often much larger in scale;

may be highly complex

may run over timescales which are magnitudes greater than those for automated
processes

= =4 —a -

As an example take the sales process for a civil engineering contract and compare it with the
automated proces for completing an online book sale.

¢KS alrftSavyry F2NJ GKS SyaiaAySSNARAy3d O2yiaNIF Ol oAff
closing multimillion pound sales. It may run over months or even years and will be much more
about psychology ahthe reading of political nuances as it will about presenting facts and ideas. In

'.F

20KSNJ g2NRa Al gAfft 0S Fo2dzi GKS &arfSavyryQa &afiat

years.

Codifying that as a human process for others to follow will enpiniors and replacements to learn
the same skills andonsistentlyapply hem long after that talented individual has left the company.

The online book sale requires no symrsonalselling skill.lt is transactional and the only
underlying skill will hae been proided by the team of people thatnalysed the best method of
transacting a sale online and the software developers who wrote the computer code to process it.

Uncovering risks and costs in the book sale is largely about analysing code anédhieesféss of
the screen design in enabling the transaction.

Doing the same for the engineering sale is much more complex. It involves codifying, measuring
and understanding what a clever human being is doing and the nuances of his best practices which
make him a much better salesman than his competitdrhis was the essence of the early standards
regimes but only very rarely did employers go into the detail of the process to understand the nature
of its underlying competitive advantage.

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 8
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Part of thereason was that the t00lS s
were not available to do that. Now
they are and through rapid process
visualisation and the ability to
exchangadeascollaborativelywithin a
secure best practice management system, the detail of such competitive advantage captbred
easily and very quickly.

It is not unusukto see operationajains of up to 15%

Visualising a process in a way that any business manager or reénanser can understand is the
keywhich unlocks the raft of business benefits inherent in this quiet best practice evolution. Once
a human procesis visualised in the right walye{ unambiguously and consistently) it can be
understood by all. That opens it up to critical appraisal and qualitative improvement: the essence of
continuous improvement.

With the right systemahuman'grocess§ran ke measured and quantitatively alyged to see how
long it takes and to identifwhere the bottlenecks and cost points.lie

As a resulinefficiencies can be identified: both within the process and in the interactions it has with
other processesacross thevalue chain, thus enabling value chain analysis to be undertaken
efficiencyimprovementsmade.

It is not unusual to see operational efficiency gains of up to 15% identified through such analysis.

A similar analysis can be untlgten to identify hiddenmisks Risks due to delays, activity lo@rsl
missing links to other processes dareadily identified none of which would be possible without
the unique visualisation that this type of analysis enables

Often thisactivity can be extended to meage and manage the performance of critical processes
they applyin real timee.g.on client projects

In this waybest practiceas codified in a human process can be seamlessly translated in project
management best practice enabling compliamdth management standardand risk management
to be extended into the field and onto clieptojects.

Further reduction of costs and risks can be made by linking critical documents and data to the
process so that the individuals following it have everything/theed at their fingertips, preetted

and controlled from the centreThis has the additional benefit of hugely improving human
effectiveness. New employees joining the company get up to speed quicker and existing employees
spend less time hunting amosigmultiple workflow systems and data repositories for the

information they need to complete a task.

© Copyright E Squared UK Ltd 2011. All rights reserved. Page 9
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4.2 Reduced time to market

By extending improvement across their . . s
value chain from supplier right through to
customer, businesses reduce their time to
market and create both an operational
framework and an underlying culture which

guide, drive, support and maintain agility A mm—

going forward.

The possibilities for immediate and sustainable benefit:
enormous

In a recessionary marketl businesses are naturally cautious about expansBut in any market
conditions,agile businesses are able tcespond more quickly to change. theyare able to more
easily scale up when demand is stramglownwhen demands about to fall. Very often they can
also anticipate that change in demand more quickly

The ability to do this derivefsom a detailed understanding of process at all levels: from corporate
goal to operational delivery and from supplier to customer. That in turn necessitates a view of
process which is much more comprehensive than the narrow systemic view taken by usimgsis
analysts. It must incorporate the practioglichpeoplefollow: the human processetescribed
above.

4.3 Optimisation of up to 80% of your business

In businesses which operate business T T
models optimised for automation such as

call centres and high Wwume
manufacturing, it is easy to assume that
automation can improve efficiency across
the majority of processes.

Automation can only improve 20% of the business. This
improves 80%.

This is not the case. &ven the most interneenabled or high throughput manufacturing
businesses only a maximum of 20¥%processes cahe automated.

Manual Activities

When one looks at thealue chain
for a typical manufacturing company,

Up to 80% of as shown belowit is easy to see
processes why. Only those activities circled in
blue are fully automated; those
Input output  Shown with a dashed outline are
_'_\ partially automated.

4
No more than 20% \/ \/ \/

of processes

l Links to automated systems
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Typical Manufacturing Value Chain

Corporate Social Responsibility
Quality, Health, Safety and Environment
Sustainability
HR

SUPPORT Recr_U_lt{Tnent & En-u:_-lr_:y_n-.ent
ACTIVITIES Learning & Development

Finance
Accounts & Payroll

Commercial
Insurance, IT, Legal, Supply Chain Mgt

Marketing

POS & other advertising, Press, PR & Communications

Goods In Operations  Goods Out Sales Customer
Service

- bl

~ -
f\ Purchasing; 4 Product R&D; Despatch; Sales planning; ~ Staff training;
Goods ReCeIpt; Machinery Logistics Campaign mgt; Service
\Warehausing; Selection, Planning; pai
- = ~ g
(\ Stock Control;y and Logistics delivery;
R Cg ;. =Delivery; - Sales mgt .[entre
CORE w . Stoc Co 12 malnt@énce;
ACTIVITIES Tigemitezs
R -
¢ call handling;
~ -

i

A morecomplicated, professional services vatiain- in this case for a typical construction
managed services compagnys shown below. With this, thecope for automation is even less.
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