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INTRODUCTION


WHY CHANGE REQUIRES CHANGE


We cannot solve our problems with the same thinking we used when we created them.


—ALBERT EINSTEIN


One of my earliest consulting projects was at a four-star hotel. The winter Olympics were being held in Calgary, which was unusually warm that year, and the city was bustling with energy and excitement. Two of my former teammates were playing for the US Olympic hockey team. They set me up with box seats for every game.


Unfortunately, two weeks before the games were slated to start, the hotel company decided that doing the project concurrently would be too distracting, so the project was put on hold. As a result, I got transferred to another project, which happened to be at a potash mine in the middle of nowhere. It was the first time I’d experienced a cold so bone-chilling you had to plug in your car each night so that the battery didn’t freeze.


As disappointed as I was, what I didn’t know at the time was that the next six months would forever change my perspective. I learned how it’s possible to examine a business operation—any business operation—with the right tools and a growth mindset and to find ways to improve it.


I was assigned to the mining production area. I had the good fortune to be introduced to a gentleman named Leroy who was the mine manager and a veritable mountain of a man. I shook his oversized hand, and he looked at me, chuckled, and said, “What the hell are you going to teach me about running a mine?” Because I was young and inexperienced, I was thinking the same thing.
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Leroy knew every inch of the mine. He understood better than the maintenance engineers how the mining equipment worked. He knew more than company geologists about the advantages and disadvantages of working in a soft rock mine. Anytime Leroy spoke, the other workers stopped what they were doing and paid close attention to his advice.


But he hadn’t really thought about how the mine operated in a very long time. He had become something of a caretaker of the way they always did things, and he’d stopped questioning why. So as irritating as it may have been at first, he eventually grew accustomed to me tagging along asking questions all day.


Potash, incidentally, is an ore that is mined to make fertilizer. This mine was quite deep. You got to it by going straight down a mine shaft that was roughly twice the height of the Empire State Building.


The mining operation itself was effectively digging rows of underground tunnels that didn’t go anywhere. These were called rooms. There was a limit to how long the rooms could be because the tunnel would eventually collapse onto itself due to the soft rock environment and the gradual shifting of the ore deposit.


Because of this gradual shifting of sediment, it was surprisingly warm deep in the mines, despite it being bitingly cold at the surface. The massive boring machines dug out the rock, which fell onto conveyors that eventually made their way up to a processing mill. The basic process was to add conveyors as you moved along and then reclaim the equipment as you retreated.


All the miners knew how to lay down the conveyors, and they knew how to reclaim them. Some were also skilled in running the boring machines. Leroy and I spent a great deal of time observing how the different shifts operated through all stages of the process.


Despite the repetitive nature of the operation, challenges arose, as they always do. The boring machines occasionally broke down, the conveying equipment got damaged, and the conveyor system itself was prone to mismatched capacities, which caused unscheduled delays.


There was also no defined process for advancing or reclaiming. The equipment itself had been innovated and improved over the years, which resulted in subtle changes in the way each shift did things. Several of the miners had independently come up with clever innovations, and naturally some methods were more effective than others.


Leroy was fascinated by how the simple act of breaking down the process into steps and then observing variations allowed him to see the operation from an entirely new perspective. He told me he hadn’t enjoyed coming to work so much in years.


It was very enlightening to see how a person with so much knowledge and experience could still significantly shift their mindset.


By the end of the engagement, Leroy, much to his (and my) amazement, had discovered three important insights:


• Their basic mining processes could be substantially improved.


• He needed different information to do his job properly.


• He had to change how he and his managers interacted with their crews.


IT’S TOUGH TO CHANGE HABITS


Anyone who has made New Year’s resolutions or embarked on a program to get back in shape understands the difficulty in not just changing but also maintaining a new way of doing things.


There’s been a myriad of exercise programs and popular diets over the years, such as Atkins, South Beach, ketogenic, Paleo, and many others. But research shows that 80 percent of dieters will not maintain that weight loss for twelve months and will regain more than half of what they lose within two years.1
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In the business world, there has also been a myriad of improvement methodologies over the years: total quality management, reengineering, theory of constraints, kaizen, Six Sigma, lean, big data, and digital transformation, to name a few.


And similarly, research suggests that roughly 70 percent of all large-scale performance improvement efforts fail.2 Despite the enormous amount of money invested to improve operating performance, it’s still very common to hear the following complaints:


• Digital information technologies fail to improve the quality of information.


• Process reengineering fails to improve overall productivity.


• Sales force management initiatives fail to move the needle on revenue.


• Management training programs fail to change management behavior.


Most senior leaders are painfully aware of these statistics and outcomes, and many have experienced this familiar cycle: A business embarks on a performance improvement project, claims short-term successes, but fails to sustain higher levels of performance. The gains gradually erode until a new technology, a new initiative, or new management arrives.


Then the cycle repeats.


The analogy of individuals trying to get themselves into better shape is like organizations trying to operate at a higher level of performance. An individual wants to lose weight and an organization wants to improve productivity.


The basic math in both cases is output over input. The individual wants to burn more calories and maintain or consume fewer. The business wants to create and sell more products or services at the same or less cost.


For the individual, undergoing such a transformation requires a shift in basic mindsets. It means changing the way you think about eating and exercise. It requires developing a personal program to modify eating and drinking habits and adding more physical activity. It might require a new daily or weekly schedule, which could include behavior changes like waking up earlier to get in a workout, taking the stairs rather than an elevator, or fasting after 7:00 p.m.


Even with this simple example, you can appreciate that trying to improve yourself requires a lifestyle change, not a short-term effort.


In the same way, large-scale improvement initiatives within an organization require a new approach to management. Managers must adopt a different mindset toward their work at every level. And senior leaders must create an environment that fosters this new way of thinking to support their managers’ efforts.


THE KEY TO SUSTAINABLE RESULTS


The key to achieving sustainable results is the dynamic management of process, performance, and people. Addressing all three components simultaneously is critical. Each one has an interdependent relationship with the other. Focusing on just one or two components will not yield desired outcomes. It’s only by managing all three in a coordinated manner that an organization can achieve long-lasting and meaningful progress.
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Our company’s president, Dan Lee, likes to use the analogy of a car. “The body of the car represents the organization and its processes. The steering wheel, dashboard, and pedals are the performance system. The driver is the people component. You can’t maneuver a vehicle without all three elements working together. If you make significant modifications to any one of them, you need to adjust the other two. If you modify the engine, you need to change other things like tires, electronics, and brakes. You may also need to train the driver how to operate the car at higher speeds.”


Business improvement programs routinely fail because they focus only on one or two of these elements. They might improve a process somewhere, but they don’t adjust planning parameters. They might install new information software, but the underlying process still dictates the output. Or they might train managers, but without changing the tools or the environment, new skills are difficult to apply.


For roughly thirty years, our consulting company, Carpedia International, has had an unusually high success rate for achieving measurable results in large-scale improvement projects. We’ve completed over one thousand engagements and worked in a variety of industries (e.g., manufacturing, hotels, retail, insurance, healthcare, technology) on five different continents. More than 90 percent of our engagements have resulted in higher levels of financial and operating performance.


We’re often brought in after companies have attempted internal initiatives or invested in new technologies. This has given us a unique perspective to see what works and what doesn’t.


We’ve also worked with brilliant leaders from some of the most successful and well-managed companies in the world. Their insights and ideas have helped shape how we think and how our company provides its services.


The leaders in these companies view process, performance, and people as interrelated elements that must be managed concurrently. They understand that challenges are found in all three areas and that they can’t be fixed independently. This balanced and coordinated mindset is a distinguishing characteristic that helps them prosper and flourish, year in and year out, in good times and in bad.
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They don’t think of improvement as a destination. They see it as a journey. They see it as a new way of doing things, which requires new ways to manage. Their overall objective is to achieve better results by continually elevating the management capability of the organization.


EVEN GREAT COMPANIES HAVE CHALLENGES


All organizations are constantly changing in subtle and not-so-subtle ways. Automation, digital technology, and globalization have dramatic impacts on how processes work. Data analysis and artificial intelligence have dramatic impacts on how performance is measured. And technology, diversity, equity, and inclusion all have dramatic impacts on how people are organized and managed.


The advantage of being a consultant is that you get to experience working in many different operating environments and industry sectors, in a wide variety of cultures, and with people with various levels of education.


In time you see, despite all the differences, similar patterns and similar challenges. Some of the insights I first learned working with Leroy have bubbled to the surface time and time again.


All organizations are a collection of processes. Over time, due to complexity, processes operate at only about 60 percent of their capacity. This gap is largely hidden because of the way we build planning factors into our performance systems. Because of this, managers often believe their resource utilization is significantly better than it is, which doesn’t provide the information they need to improve.


[image: img9.jpg]


Despite technical proficiency, performance systems are not well aligned from strategy to execution. Financial and operating performance indicators are often disconnected. Work that is planned or scheduled on any given day can have little to do with operating budgets for an area. Results are eventually reconciled but often far too late to be useful for managers.


So, although managers are responsible for optimizing processes and performance, the odds are significantly stacked against them. To further complicate things, they’re often in their role due to technical experience, not management skills. Without the right tools, training, or information, it’s very difficult to continuously improve their areas.


In an era of unprecedented change, competition and technological innovation will continue to force managers to modify the underlying processes that make up their organizations. And as those processes change, the performance systems and management skills must change along with them.


The ability to prosper in this uncertain environment will require a resilient mindset at all levels of the organization.


HOW THIS BOOK IS ORGANIZED


This book was written for senior leaders who need to execute their strategies. The intent is to provide a different way to frame and think about getting results and specifically how the integration of process, performance, and people is critical to develop and implement changes that stick.
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At the front of each chapter is a road map that summarizes the point of the chapter, the mindset principle that will get you there, and an overview of the chapter contents. These summaries are usually put at the end of a chapter in business books, but we’ve placed them up front largely based on a story a client once told me about consultants. I was never sure if it really happened or if it was just some kind of urban legend. Or if he was just giving me a warning.


He told me that one day a consultant was making a presentation to a group of managers, including the president of the organization. After listening for a while, the president began to feel bored and restless. She asked the consultant to get to the point and to tell her the net impact of the recommendations.


Not wanting to be thrown off his agenda, the consultant replied, “Great question, but you’re one step ahead of me. I’ll cover that a little later in the presentation.”


So the president collected her laptop, got up, and walked to the door. As she was leaving, she turned briefly to a colleague and said, “Someone let me know when he gets to that section.”


Many of our clients are results-based people. They like the answer up front so that they can draw their own conclusions from the evidence we present. So that’s how the book is structured.


It also provides you with the ability to selectively explore what you’re interested in.


The book is structured in a sequence that reflects an improvement cycle. It’s divided into three parts: Where to Look, What to Improve, and How to Get Results. We’ll explore each of these areas and highlight how traditional management thinking leads to disappointing results and then contrast that with the benefits of thinking holistically about process, performance, and people.
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The Where to Look section discusses the most common challenges we typically find and suggests methods to target improvement. It provides insight into the following questions:


• How do you identify gaps in financial and operating performance?


• How do you quantify the extent of the problems?


• How do you build a project strategy to close the gaps?


The What to Improve section is about the practical steps you need to take to improve various aspects of the organization and build a playbook. It provides insight into the following questions:


• How do you improve operating processes?


• How do you align performance systems?


• How do you coach and train managers to interact with their employees?


The How to Get Results section focuses on how to install changes so that they stick. Some of the questions it addresses include the following:


• How do you align the organization around your plan?


• How do you train your managers to think and act differently?


• How do you implement changes and protect your gains?


Although each section is designed to reinforce and build on the previous one, they can be read independently.


Let’s get started.
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CHAPTER 1: THE RESULTS EQUATION


Mindset Principle: Create an Environment for Success


The key to achieving sustainable results is creating an environment that supports the ongoing, dynamic management of process, performance, and people.
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Defining Process


All organizations are made up of processes. A process is simply two or more value-added steps that require a handoff of material or information to create a finished product or service. To maximize productive time, minimize unproductive time.


Defining Performance


Performance refers to the performance system that provides management with information. The objective is to align financial and operating indicators and all levels of management.


Defining People


People refers primarily to management behaviors and employee skills. The objective is to improve the effectiveness of the time that managers spend planning, communicating, following up, and problem-solving, or what we call dynamic management.




 


CHAPTER 1


THE RESULTS EQUATION


Excellent firms don’t believe in excellence—only in constant improvement and constant change.


—TOM PETERS


We were working at an automotive parts manufacturer. One of our consultants observed that the plant had created its own time zone. All the clocks in the plant were set ten minutes ahead of the actual time.


No one knew why or when the practice had started. A long-term employee eventually recalled that the clocks were changed many years before so that shift workers could finish ten minutes early to catch a bus that came on the hour.
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After some investigation, it turned out that three years earlier, the bus route had changed but the practice hadn’t. This caused a problem at the injection molding machines because in the ten-minute gap, the plastic congealed. That meant the next shift started by having to spend the first fifteen minutes purging the machines.


Management was under pressure to improve plant performance. After being advised of the molding machine problem, they decided to end the early departure practice and implement a “hot change” at the end of the shift so that the machines could keep running.


Three months later, nothing had changed.


Not even the clocks.


It’s hard to get people to change behaviors, even when it seems relatively simple. At the auto parts manufacturer, except for senior management, no one wanted to change this operating process. What seemed like a simple change had a multitude of implications throughout the plant and directly impacted the activities of employees, production schedulers, and frontline managers.


Changing the process affected the way crews were scheduled and appeared to ask people to work more than they had previously. The planning standards and staging areas needed to be modified to reflect new output expectations, and managers now had to be physically on the floor at shift change to make sure the transition ran smoothly. Coordinating this among different shifts and different departments was much more complicated than it looked on paper.


We see this scenario play out repeatedly. Few process changes are ever simple. They all have implications on other parts of the organization, and sometimes those implications are far deeper than you realize until you start making changes.


The people who have to orchestrate these complexities day in and day out are the organization’s managers.


There’s been a lot of thought leadership geared toward managers stretching goals, staying focused, hiring the right people, and motivating their employees. While all these seem like smart things to do, they don’t address the practical realities that managers face. Most managers don’t have the necessary tools or the training. They don’t have the environment they need to support continuous improvement.


Are managers really this important?


An article published several years ago in the Harvard Business Review posed the question, “Why do we undervalue competent management?” The study looked at core management practices across thirty-four countries, interviewing more than twelve thousand managers. It had two main findings.


The first was that “achieving operational excellence is still a massive challenge for many organizations,” and the second was that gaps in basic management practices resulted in large differences in company performance.


“Better-managed firms are more profitable, grow faster, and are less likely to die. Indeed, moving a firm from the worst 10% to the best 10% of management practices is associated with a $15 million increase in profits, 25% faster annual growth, and 75% higher productivity.”3


The Gallup Organization had similar findings but framed them in the context of employee engagement. In their article, “Why Great Managers Are so Rare,” they discuss two large-scale studies conducted in 2012, which found that only 30 percent of US employees are engaged at work, “and a staggeringly low 13% worldwide are engaged.”


One of their main points is that “managers account for at least 70% of variance in employee engagement scores across business units.”4


Without the right environment, organizations rely too much on the sheer talent of their people. That can work for periods of time, but it won’t create a sustainable, high-performance culture.


The key to achieving and maintaining superior results is the ongoing, dynamic management of three key elements: process, performance, and people.
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DEFINING RESULTS


Results are the sustained elevation in performance of a targeted indicator. Results can be achieved in any key financial or operating indicator, such as revenue, cost, quality, safety, or service.


Executives often have a clear idea of where they want their organization to be in terms of performance and profitability. The problem is getting to that higher level in a reasonable time.


To drive performance, they turn to their managers and raise performance expectations. If that doesn’t work, they spend money on consulting reports or technology solutions, or they build internal improvement teams. We see this pattern because we’re often called in when these efforts stall or when they fail to create sustainable change in performance.


The problem for managers is that they often don’t have the time or resources to overcome obstacles. Communicating ideas throughout an organization, getting people to work across functions, physically changing processes and systems, and modifying skills and behaviors of people are time-consuming and difficult. Results are the outcome of coordinated actions.


Consulting companies can suggest useful advice, but they often fail to provide the on-site resources and support that managers need. Reports identify opportunity and spell out what needs to be done, but managers are usually left to do the heavy lifting.
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