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To Donna Kay, my mom, and the memory of my dad





Preface



FRESH OUT OF COLLEGE, I was ready to meet the challenges the world had to offer. I had learned all there was to learn and I was prepared to make some significant changes. However, I wasn’t exactly sure how to begin my quest. I soon discovered that was the way most other newly graduated engineers felt, also. However, I came in contact with a breed of engineer referred to as “Co-op’s.” These people seemed to look at the world through different-colored glasses. They seemed to adapt more quickly, and it appeared they had gained more from their educational experience than those without the co-op experience. As I moved from business to business in the early stages of my career, I noted the difference was not peculiar to one company. Rather, there appeared to be a prevalent distinction between the two groups, i.e. those who experienced applied learning in contrast to those who didn’t.


As I moved into management, I noted that those people who had the co-op experience and those with hands-on practical application of what they learned were much more effective employees. And they appeared to have a greater appreciation of the bigger business picture than those without a similar experience.


My role as a corporate consultant provided additional valuable observations. I noted that even though people attended traditional classroom training and education and emerged with a firm grasp of new or newly reinforced concepts, practical application sometimes seemed foreign and was viewed as “something extra” to contend with. They failed to make the tie between the educational experience and accomplishment of daily work.


As I worked with people from various educational levels and intermixed groups of managers and individual contributors, another noteworthy characteristic emerged. If a group of people experienced a common learning event in a friendly, trusting, supportive environment, the event tended to reinforce their teamwork. If this team was then shown how to apply the learning experience to help better perform their daily work, they readily adapted the new skills or learning experience to the workplace.


Another observation which appeared to cover the full spectrum of people and positions was that most people liked to be shown how to apply what they learned for their personal benefit. Once shown, they readily accepted assistance in adapting it to areas where it could most benefit their team.


One final important observation. As I read textbooks and business books, I noted there was almost always something missing, i.e., practical, reinforced application of newly learned concepts. Or, they were filled with wonderful stories of success, and application was left as “an exercise for the student.” I was usually left impressed and exhilarated but with a big “so what?”. There was always the question of “How do I do it?” left lingering after the book was closed.


It was the accumulation of these experiences and observations tied to the lingering question “How do I do it?” that ultimately compelled me to write this book. The methodology revealed as you progress from chapter to chapter will help you personally answer the lingering question and will lead you from just talking about what to do to translating some well established and widely known tools and techniques into practical application. Beware, CPI is not a panacea. It doesn’t happen miraculously or instantaneously. Implementation and success requires a lot of hard work and is founded in commitment and “ownership” by each individual involved. As you progress through the book, consider the roles you play and investment you must make to ensure success. If you choose to make the investment, it can repay handsomely.


When I graduated from Penn State, I received a very special and inspirational bit of advice from my parents. I find myself revisiting the eloquent and wise philosophy from time to time and feel it appropriate to share it with you in the opening pages of this book. My Dad, the late William T. Robson, Jr., was a lover of poetry, and he composed a personal message for the occasion. It represents the simple but practical philosophy used throughout CPI.


If you can’t be a pine on the top of the hill,


Be a scrub in the valley—but be


The best little scrub by the side of the rill,


Be a bush if you can’t be a tree.


If you can’t be a highway, just be a trail.


If you can’t be the sun be a star;


It isn’t the size, that you win or fail!!!


Be the best of whatever you are.
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Why Bother?


DURING THE THIRD QUARTER OF 1989, the service arm of a major corporation (for convenience and anonymity we’ll refer to it as SERVCO) projected that they would exceed their revenue target for the year and began to address their goals for 1990. The challenge was to continue to increase revenue, hold current manpower levels relatively constant, reduce inventory, “significantly” improve cycle time across the entire operation, reduce the supplier base, keep current customers happy, and expand the number of customers for whom they were performing repairs and product overhauls. Sound familiar?


Faced with the formidable task of trying to achieve these goals, the staff began looking for a starting point. The one thing that kept appearing as their customers’ highest priority was “the time to repair hardware.” The perception was that it always took too long. Factoring this in with corporate expectations, they chose to approach their task in a nontraditional way by using continuous process improvement (CPI) methodology, tools, and techniques. Rather than trying to attack all things in their previous reactive, firefighting manner, they decided to focus on reduction of repair cycle time and tie all other efforts to it.


The change began by narrowing their purview to the “critical few” processes considered essential to attaining business plans and goals which included reduction of repair cycle time. The initial focus was narrowed to five processes for which natural teams were selected for CPI training.


Let’s digress briefly from SERVCO’s problems to determine what this thing called CPI really is. The objectives here are (1) to introduce you to the general concept of continuous process improvement and (2) to help you develop a working definition of CPI from a personal perspective and from the viewpoint of your “natural work team.” If you’re wondering what is meant by the term “natural work team,” it’s all the people who work together daily and “own” a particular process. We’ll get into the process ownership concept in the section “Why does CPI work?”


CPI is fundamentally a toolbox of skills and techniques applied with a simple methodology to stimulate continuous improvement and control of processes. The processes are in turn used to satisfy customer needs and expectations, both internal and external to a business.


Take a moment to define, in your own words, the meaning of the word “process.” If you are working with a team, and you should be to get the maximum benefit from this book, share your definition with all your team members. Then consider Webster’s* definition:


Process: A particular method of doing something, generally involving a number of steps or operations.


Compare your definition with Webster’s and decide if you need to alter yours. Typically, people have found that the dictionary version reinforces what they initially recorded. Before sharing any further thoughts or definitions with your team, let’s get back to the business scenario.


SERVCO opted to begin the process in a nontraditional manner with a heavy commitment to management training. They wanted to send the message through the organization, “We’re serious about this.”


The process began as a pilot in the fourth quarter of 1989. Doing the right thing at the right time was of supreme importance. By beginning training and implementation at a time when the traditional focus was primarily on meeting year-end shipments at all cost, the management team sent another clear message that things would be different. They were and still are.


As you might expect, along with the changes came some good news and some bad. The good news was that repair cycle times had been reduced in more than ten major business processes. Improvements ranged from 24% to 60%, and all were accomplished by the natural teams, with the support and direct involvement of the management team. Some teams involved key suppliers in the process and none required or recommended capital expenditures. After one year of training and implementation, SERVCO had 28 active process improvement projects that applied CPI methodology on a daily basis with an average reduction of 47% in repair cycle time.


The bad (but not unexpected) news was that the real world still existed. Change from the previous modus operandi was going to take time, patience, and persistence. The modified processes and implementation of the methodology were healthy albeit fragile. A few skeptics were still not buying into the process, causing opposing challenges the management team would rather not have to cope with. However, the team persisted, the process worked, and the results were well worth the effort.


Business plans for the future took on a clear focus involving customer needs and supplier partnerships. The improvement purview was expanded to include processes related to inventory while maintaining customer satisfaction and further reducing cycle time. A clear message was sent that the business would continue to integrate CPI methodology into management and daily activities.


This business grew and flourished because the management team chose to do things differently. They continue to use the simple tools and techniques of CPI to ensure customer satisfaction and improve daily operating processes. The dramatic reductions in repair cycle time not only led to improved customer satisfaction, they also translated directly into improvement of the bottom line. What more could a business want than a growing clientele, a healthy balance sheet, and a successful launch into a rapidly changing and challenging decade?


The global business world of the 1990s represents an arena where complacent businesses, managers, and others who are not receptive to change will most likely perish. To survive, let alone flourish, businesses in the ’90s must meet the ever increasing and more demanding challenges of:


• Dynamic customer expectations


• Expanding worldwide competition


• Strategically implementing state-of-the-art technology


A strong, healthy business today is the direct result of meeting the challenges of the past. However, to remain strong and productive and be the natural choice of the customers, some changes will most probably be required.


If you don’t believe what you’ve read so far, or if you don’t intend to open yourself to change to meet the challenges of the 1990s and the twenty-first century, don’t bother reading any further. Why? Because you and the people around you will most probably be doing something else in the very near future. If you haven’t figured out the answer to “Why bother?” it’s because business as usual isn’t good enough!


However, if you do believe what you’ve read so far, the information and methodology presented in the following pages can help you improve your business. As you proceed, remember that CPI is not a panacea, nor is it a solution looking for a problem to solve. Proof exists to illustrates that it is possible for any business to experience SERVCO’s success. There is nothing magical about it. Simply apply the methodology presented in the following chapters. Be aware that it takes leadership, time, patience, and persistence to make it happen and last. It’s entirely up to the business team members whether they choose to change or chance ending up a casualty of the 1990s. CPI can help make that change successful.



What Is CPI?



Ground Rules


Before getting started with the logic, skills, and techniques that make up CPI, let’s establish some fundamental ground rules for creating the appropriate environment. They must be treated as canonical and adhered to at all times. It is essential that these ground rules be clearly articulated, understood, and abided by within each and every team and that they are fully supported at and by all levels of management. All successful CPI teams follow these basics. As you peruse and internalize them, you will begin to understand why they are emphasized.


1. Be open. Don’t be afraid to share an idea. Remember, it’s yours and it represents an expression of yourself. As you listen to other people’s ideas, be open, supportive, or passive. Never attack! It kills ideas and erodes trust.


2. Be supportive and noncritical. When someone expresses an idea, be supportive and you’ll be surprised how it is returned. Contribute in a noncritical manner. Remember, criticism kills ideas. Open support nurtures and encourages participation and builds trust.


3. Be positive. After listening to an idea or comment, respond positively. Try forcing yourself to say something like, “I like that idea because . . .” Remember, around every donut hole there is a donut.


4. Be willing to share your thoughts and feelings. Express your ideas no matter how insignificant or dumb you think they might be. When you share your thoughts and feelings you make yourself vulnerable. You will discover that when you are vulnerable, most people will want to help. Open sharing is a great team-building activity.


5. No finger pointing. Never be threatening. Remember to check your hand to see how many fingers are pointing back at yourself when you point at someone else.


6. K.I.S.S. (Keep it straightforward and simple). This is a cardinal rule of CPI. If you are tempted to try to make something complex, don’t. If you are attempting to solve a complex problem or address a complex process, break it down to its simplest form, then proceed.


7. Have fun. When people have fun together, the stress level goes down, defenses go down, and creativity is enhanced. Never take yourself too seriously. I still hate to hear my wife tell me to “lighten up.” But it always works. Learn to laugh at yourself or a bad situation. Remember, only you can control your attitude and outlook.


Defining CPI


Recalling the earlier exercise where you defined “process,” now expand your definitions to include the terms continuous and improvement. Webster defines these terms as:


 Continuous: Going on or extending without interruption or break, unbroken, connected.


Improvement: An increase in value or in excellence of quality or condition.


Using your definitions and the reinforcement of Webster, your team should develop and record a definition of continuous process improvement. When your discussion has achieved a consensus, make sure it is reinforced by Webster’s terminology.


Since you have now decided on a definition of CPI, let’s discuss what it is not.


CPI Is Not Just Another Program


A typical program has a beginning and an end. It exists for a finite period of time and is usually created to accomplish a single specific goal before being discarded. In contrast, CPI has a beginning, but it has no end until the process it is associated with is no longer a functioning part of the business and has been eliminated or replaced by another process of greater value. And this is only where the differences begin. Later when we address the topic “Why does CPI work?” you will have an opportunity to explore further the characteristics of programs and how they differ from CPI.


From this point forward you are instructed to strike the word “program” from your vocabulary when you speak of CPI. It will not be easy, but it will help you achieve the fundamental change required to make CPI the way you think and do your job. A question that always arises is, “How much time do you expect me to spend on this? I still have my job to do, you know.” My response has always been met with inquisitive looks and silence from managers and individual contributors alike:


I expect you to spend forty or more hours a week on the process because it must become the way you do your job. It can’t be something extra to do. It must become the way you think and act every day. It must become such a part of what you do and how you do it that eventually you will be doing it without talking about it.


CPI is a proven prevention and improvement system built on four basic principles:


• Continuous improvement must be a way of life.


• Problems must be prevented rather than reacted to.


• Results must be measurable and directly related to business plans and goals.


• Team ownership of a process is essential.


The process helped several businesses identify and implement total savings in excess of $35 million from simple process improvements during the first two years of its use. By calculating the ratio of dollars spent on training and identified business savings, you arrive at an impressive 80 to 1 return on the training investment.


CPI consists of a logical set of simple and straightforward steps that are used by “natural work teams” to analyze and understand the processes they use in their work and to focus on the critical parts of those processes that require attention. Initially it provides a systematic way of eliminating the unnecessary, nonessential, non-value-adding parts of the process followed by continuous improvement of the simplified, streamlined process. It is a transportable process that is not only applicable to “manufacturing” type processes, but has proven applicable and powerful in a variety of business processes. You will see examples of various team activities in case studies and project summaries as you proceed through the text and begin to gain personal experience with the tools and techniques.



What Can CPI Do for Us?



Now that we’ve briefly explored what CPI is and how it involves the management team, let’s look at the value it holds for the individual members of natural work teams. Basically, we want to answer that age-old question, “What’s in it for me?” But in this case let’s begin by asking the question from the team point of view: “What’s in it for us?”


You don’t need to be an international economist or CEO of a major corporation to understand that we are living and working in a complex world. We have seen technology shrink the world and launch us into a global economy that has forced us to think and act in a strategically different way. We find ourselves faced with more and larger problems while still dealing with the nittygritty things we must do just to survive. Many businesses have proven that by adopting CPI as a business strategy, they have been effective in meeting the challenges of worldwide competition by:


• Overcoming complacency


• Attacking the things they’ve learned to live with


• Getting rid of non-value-added work


• Preventing problems rather than reacting to them


• Continuously improving all business processes


From the individual team’s perspective it does much more by simply:


• Focusing attention on detail


• Allowing people to contribute “from head to toe” rather than being used only “from the neck down”


• Understanding processes through examination and analysis


• Building focused teams


• Fostering open, honest, and supportive communication across traditional functional barriers and throughout the sometimes sacrosanct level structure


• Identifying root causes of system deficiencies rather than simply and naturally jumping to conclusions


• Instilling the improvement habit


The idea for the improvement habit was not mine. It came from a conversation I had several years ago with a product assurance manager. He said, “George, what we don’t need here is another initiative. What we really need is for all our people, including the managers, to get the improvement habit.” When I asked him what he meant, he explained that he believed everyone should get into the habit of constantly improving what they do and never stop.


Finally, CPI will enable and empower people to:


• “Visualize” processes


• Focus on “critical-to-quality” activities in a process


• Significantly improve process output


• Establish an evolutionary improvement system to improve their businesses and help ensure customer satisfaction


• Work together as focused teams


• Build a network of business teams focused on process improvement and customer satisfaction


I recall the reaction of a worker in a consumer electronics plant after her team had diagramed their portion of the manufacturing process. “I’ve been working here for twenty-two years,” she said, “doing basically the same job day in and day out, and I never before knew why I did certain things. Now I can see where I fit and why my job is important. If I don’t do my job right, then the next person who gets my work will suffer. Ultimately, we won’t make our customers happy, and that’s bad for our business.”


She had found the link between herself and the customer. The job she had grown to look at as insignificant had taken on new meaning and she knew she had value.



Business Benefits



Now let’s turn our attention to the broader topic of business benefits. The objectives of this section are to help you:


• Identify the measurable business benefits which result from implementing the process


• Understand why and how to select an “area opportunity” from a process


• Begin to link broad team plans and goals to business plans and goals.


We will accomplish these objectives by addressing the following subjects:


• What can CPI do for our business?


• The Iceberg Phenomenon


• The Rule of Tens


• Why was our process selected?


• What can our team do for the business?


What Can CPI Do For Our Business?


The benefits of using CPI vary from business to business and from process to process. However, from a broad perspective, CPI (1) provides a strategy focused on prevention and improvement, and (2) helps build “natural” focused teamwork.


More specifically, the process enables the “natural” focused team to logically, simply, and systematically:


• Reduce scrap and rework


• Reduce cycle time


• Reduce waste


• Reduce inventory


• Provide significant short-term return on investment


• Introduce long-term profit and productivity gains


• Identify and eliminate non-value-adding, nonessential work from processes


• Improve and polish processes worked with daily


Specific examples of team results will be introduced later in the form of case studies and team project summaries.


The Iceberg Phenomenon


Everyone is familiar with the phrase “and that’s just the tip of the iceberg,” but have you ever thought about what it might mean in the business sense?


The Iceberg Phenomenon is nothing more than recognizing that what you see and measure with respect to losses, scrap, rework, and customer complaint costs is usually only a small and sometimes insignificant part of the total cost impact on a business. If you can accurately account for and measure direct cost drivers and then compare those costs to the indirect costs, you will be able to define the iceberg ratio for your business. Mathematically it would look like this:


Iceberg ratio = indirect costs/direct costs


Direct costs can be measured and tracked, and are usually accounted for in management reports. The finance and manufacturing divisions are the traditional sources for such data and are the recommended starting points for your search for data in your business.


Indirect costs are those costs that may be difficult to account for, but that you know are real. Some examples are:


• Excess inventory


• Engineering buy-offs
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