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Preface


EARTHQUAKES and aftershocks that shattered the complacency of the world’s manufacturing companies in the 1980s are now causing tremors in all businesses. It’s a good thing, too—for the owners, the employees, and the customers.

It all started with quality. One by one, the Western world’s leading manufacturers had to line up for their lessons in how to get their quality up to tough new world standards. They, in turn, pushed those lessons onto their suppliers.

Later, those manufacturers found happy havens for quality improvement in their offices. Quality became a strong unifying theme across the functions, from marketing to design to production to the work force to outside suppliers—and all the support offices as well.

Just as quality started to take root, other unifying seeds for improvement made their appearance. I refer to dozens of simple but potent new (or unused) concepts and techniques for curing chronic problems. The cures include taking out waste and delay, slashing overhead expenses, simplifying designs and methods so as to stave off the high costs of automation, fixing the costing and control system, and accelerating the pace of quality improvement.

A number of the new techniques, such as those that cut delay, have been honed to a fine edge in highly competitive fast foods and serve-yourself retailing. When the same simple, commonsense practices work wonders in industries ranging from textiles to tractors and from TV’s to tacos, we begin to see the possibilities. But organizations have their own ways of seeing to it that possibilities remain just that: possibilities.

CONFRONTING THE ORGANIZATION

In large companies, the four main functional groups—design, marketing, accounting/finance, and operations—have scarcely been able to talk to one another. Further, those at the top, middle, and bottom of the organization have had different concerns and agendas. We need a great cannon that will level the high walls that compartmentalize the business. Donald Petersen, CEO of Ford Motor Company, calls it “chimney breaking.”

Is there a way to break the chimneys and link the organization? There is. It’s not a cannon, but rather a superordinate goal: serving the customer. Those sound like puff words, unless you hold the enlightened view: that everyone has a customer—at the next process. Linkages from process to process form a chain ending at the final paying customer.

Serving the customer—next in the chain of customers—becomes the overriding goal. It cuts up and down and across the organization. It also provides universal tools and concepts, plus a common language—one that shouts down divisive specialized jargons.

STRATEGIES AND CUSTOMERS

Most employed people haven’t been able to think that way. They come to believe their company is unique—and probably everybody else’s company is, too. Then, the thinking goes, the management task is to analyze its own problems, mold its own strategies, and devise its own unique success formula.

The viewpoint is wrong. All firms and each work unit within the firm need to adopt about the same strategy: to serve the customer with ever-better quality, lower cost, quicker response, and greater flexibility.

Once those goals were thought to be in conflict. Trade-offs, we called them. (Henceforth, we shall call it the T-word—not to be uttered in earnest, civilized conversation.) The world’s best are now persuaded that those goals are not in conflict. Rather they are mutually supportive—if the right concepts and techniques are in use.

That brings us to the next persuasion: In the name of serving the customer, firms in any industry should use about the same new concepts and techniques—the same management tool kit. One example is work cells: clusters of operations (people and equipment) arranged by the way the work flows. Work cells are correct for machining metal parts, for processing claims in insurance companies, for developing a new information system, and for investigating crimes. Another example is kanban, the signal system that keeps waiting lines short. Kanban is important in store checkout lanes, in design projects, and in factories.

There’s much more in the new tool kit, and most of it is counter to common practice. Therefore, there will be no progress without extensive schooling—not a one-time course, but never-ending learning and development of human potential. That is, commitment to continual improvement in serving the customer requires total, continuous learning. The budget for providing operating people with continuous learning goes from nearly zero to several percent of the payroll. It is a small price to pay for the certain large, competitive benefits.

Oh, one thing more: As Charlie Bingham, executive vice president of Weyerhaeuser’s Forest Products Group, put it (to his executive team), for the total improvement effort to succeed, “we must be convinced that there is a hellish opportunity for quantum improvements!”
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The Great Awakening:
Earthquakes in the Business
Functions


 WE HAVE LEARNED more about the right way to run a business* in the 1980s than in the preceding half century. In a nutshell, we’ve learned this: that world-class performance is dedicated to serving the customer.

By that I don’t mean tender loving care, service with a smile, all returns accepted—no questions asked, ten-year warranties, consumer telephone hotlines, and customer satisfaction polls. While all those are good practices, they generally apply to just the final customer.

How much good can it do to try to make it right for the final customer when much of the organization that provides the goods or services is delay-and error-prone and self-serving? That is the sad truth about business and industry. It has taken a series of earthquakes, tremors, and aftershocks to wake us up. The wide awake now see the final customer as just the end point in a chain of customers. Everybody has a customer—at the next process (where your work goes next). Making the connections along the chain is our common task.

I’ll not dwell on the consequences of staying asleep. That is, we won’t go into the recent history of lost jobs, pay cuts, shut-down plants, bankruptcies, and whole industries migrating across oceans. Those might sound like quakes and tremors, but let’s not repeat well-known tales of woe.
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Earthquakes, Tremors, and Aftershocks

Instead, it is time to look at the bright side. I’ll label as earthquakes momentous new ideas that are reshaping the way we think about and run business enterprise. The quakes and tremors are toppling and rending asunder old concepts and practices that resulted in poor performance and failure.

Figure 1-1 indicates the major and secondary shocks and, roughly, when they occurred. I’m not including quakes that affected just a single country (such as Japan’s head start in quality) or a single company (such as the ability of McDonald’s to provide a uniform product in spick-and-span restaurants all over the world). Rather, Figure 1-1 suggests when the shocks woke up whole industries around the world.

QUALITY: FIRST AND GREATEST QUAKE

In the late 1970s a few Western companies that were suddenly faced with withering competition from the Far East saw through the fog. They cleared away the excuses (unlevel playing fields and so forth) and looked at clear measurable evidence: both the defects and yields in Western semiconductor products were far below world standards. It was the same for cars and power tools, air conditioners and steel, TV’s and dozens of other electronic products.

Most of the great Western manufacturers eventually got around to estimating their costs of bad quality. Even in proud companies like IBM, Kodak, Philips, and Rolls Royce, bad quality was costing over 10 percent of sales. Defect rates themselves weren’t that high, but the costs of rework, returns, warranties, lost customers, rescheduling, and so on, were.

Briefly, what happened was that hundreds—no, thousands—of companies were frightened enough to take the quality pledge. Literally, CEOs and presidents issued quality declarations and put them into corporate mission statements. Top executives who earn in excess of a million dollars a year sat through courses in statistical process control. A few followed the Texas Instruments model: Top exec trains nextlevel execs, who train their subordinate managers, who train theirs—and so on down to machine operator, assembler, office clerk, and stockkeeper.

What superlative shall I use in describing the outcome? Awesome comes to mind. I certainly am awed. Who could have believed that, for many items, defect and nonconformity rates could fall from percentages to negligible in companies all over the globe. Yet they did in just a few years. Here are just four examples:

At Kodak’s copier division the defect rate had averaged around 50,000 parts per million (PPM) in 1985. That means 50,000 bad ones (bad components, bad welds, bad-fitting assemblies) out of each million. Less than a year later, defects were down near the world benchmark of 950 PPM. At the same time the number of internal quality inspectors dropped from twenty-five to zero, because the assemblers, well-schooled in statistical process control (SPC), had assumed responsibility for quality.1

TRW’s steering and suspension system division has been reorganizing its four factories into work cells and teams that take over the job of quality. In 1987 one work cell shipped 500,000 pieces with only two rejected by the customer. Larry Kipp, plant manager, says it hurt the technicians’ pride that those two got out of the plant. Kipp observes that “This is the most exciting thing I’ve done in my twenty years” in manufacturing.2

The U.S. Internal Revenue Service trained 10,000 managers in quality management (Juran approach). Organization of quality teams throughout the agency followed. One result: In 1986, out of 1.2 million tax accounts received, weekly processing errors averaged 30,000 to 40,000. In 1987 the error rate was down to 3,000 to 4,000, while volume increased to 1.5 million per week.3

Last rites had been said for Big Steel in the United States, the causes of its impending death being high costs and bad quality. For example, in 1983 the Ford Motor Company was rejecting as much as 8 percent of steel from domestic plants. By 1988 the reject rate was down to 0.7 percent, on a par with the Japanese.4

Those examples come from a bulging file folder of similar ones from other companies and industries. The dramatic quality improvement stories do not come from just the wealthy industrialized nations. Managers and operators know about and use SPC in good companies in Mexico, Thailand, Brazil, and the countries that surround them. And why not? It’s easy to learn, training materials are available in every language, and educated managers all over the globe are looking for low-cost solutions that work.

The quality turn-arounds are no longer limited to the major companies that have training budgets. Big industry has been inviting people from key supplier companies to training courses in quality concepts. Now, with public and private training in SPC widely available, that is becoming unnecessary.

QUAKES AND TREMORS THROUGHOUT MANUFACTURING

The quality earthquake softened everything up for tremors to come in all else. The second big quake, which began in manufacturing, was called just-in-time (JIT) production. Some saw it as inventory reduction (many still do). Those in the know see it as quick response to the customer, plus another jolt for quality improvement.

Quick Response in the Chain of Customers

The payoff for the JIT leaders has been much like the quality payoff: five-, ten-, and twentyfold reductions in waste—in JIT’s case, waste of time waiting for work to start at each step in the chain.

Long queues all over the world signify why improvements of that magnitude should be possible. Human waiting-line problems are obvious. Delays in offices are much worse, except that what waits is a document buried in an in-basket, not a impatient person standing in line. In manufacturing, piles of parts sit idle between every stage of production; often the quantities are so large that they serve their sentence in plant stockrooms. They are waiting to be summoned into action on a work bench or a machine. Sometimes they wait for months.

Documents and parts forced to wait can’t, in a huff, take their business elsewhere. The final customer can! Thus, quick response and the JIT techniques are keys to competitive gain in any business.

For example, supermarkets in some highly competitive cities have turned to promoting shortest checkout lines, not just lowest prices or freshest produce. Quick response has spawned several whole new industries, such as overnight mail and facsimile copying. Some say that the rapid spread of one-hour photo film processors is the cause of the plunge in sales of instant cameras.

Some of the best examples of achieving quick response are in manufacturing, where just-in-time concepts have penetrated deepest. Consider, for example, CalComp, Inc. (a self-contained subsidiary of the Lockheed Corporation), which produces graphics peripherals for the computer industry. In 1982 a rival, Hewlett-Packard, came out with a cheaper and faster model of plotter. That sent CalComp reeling. Profits nose-dived, and unsold machines piled up.

Today CalComp has fully recovered—a fast-reacting, tough competitor. For example, throughput time* to build an average plotter was cut from a high of nine weeks to about five working days—through all stages of manufacture. Prices on its 5800 series electrostatic plotter were slashed 38 percent, which doubled sales volume within six months. Market share climbed as well.

A tenfold reduction in flow time sounds like a classic JIT story. At CalComp basic quality improvement plays an equal role. All operators use quality techniques collectively known as statistical process control. SPC requires them to record all process problems on visual control charts and tally boards.

Operations Support

Tightly tied to the slashing of delays and defects in operations are sharp reductions in operations support: scheduling, material handling, stockkeeping, counting, checking, inspecting, accounting, troubleshooting, expediting, entering data, and setting up for new models. These types of support, once thought to be necessary aids and controls, are now seen as non-value-adding waste. So find a way to get rid of them. They are costly, they are havens of delay, and their existence blocks operations from taking full responsibility for results.

When work zips through all the processes lickety-split, the apparatus for tracking the work flow and accounting for it falls by the wayside. In CalComp’s case, computer use for monitoring production was cut by 76 percent. When operations takes over responsibility for quality, the number of inspectors plunges. Sometimes, as was cited earlier for Kodak copiers, the number of inspectors goes to zero.

The list goes on. But one of the conditions for making these deep cuts in operations support is employee involvement, which has had its own earthquake.

EMPLOYEE INVOLVEMENT AND PROCESS OWNERSHIP

The term employee involvement (EI) doesn’t tell us much. Employee involvement in what? The EI earthquake could not occur until we had an answer. And the answer is: involvement in everything that is important to the customer—the one at the next process as well as the final one. Tops on the customer’s list are low costs, high quality, and flexible, quick response—without fail!

It is an ambitious list—in fact an impossible one without EI. You can hire large numbers of inspectors to assure quality, but what do you get? You get high costs—for inspection and for redoing or throwing out the rejects. You get delay, which might include waiting for inspectors to arrive and then inspect, waiting for rejects to be fixed, waiting for transportation, and waiting for a suitable lot size from which to take a sample. What you probably will not get is world-class quality, because inspection itself admits errors and often is intermittent, not continuous control.

Ownership

Employee involvement can offer (1) continuous control of factors shown to cause bad quality and (2) continual improvement in correcting the causes. The foundation of EI is for all employees to record everything that goes wrong, to join others in finding ways to fix chronic problems, and to continuously monitor and control what is not yet fixed.


Stress and Frustration

 Some say that the demanding environment of employee involvement is stressful to the employee. 5Maybe so. On the other hand, the opportunity to finally see something done about chronic frustrations in the workplace—and to be involved in the changes—surely relieves a good deal of stress.



In machine-intensive operations, the equipment itself contains many of the problems: the bad quality, the delays, and the failures. EI offers a potent solution: Machine operators take over preventive maintenance, simple repairs, area housekeeping, machine setup, control charting, machine history, process instructions, and sometimes control of spare parts, tools, and manuals. They also participate in machine selection and installation, machine modifications, and area layout (floor plans).

The descriptive term is ownership: In the world-class company employees assume ownership of the processes. Operating-level people come to feel they own the machines, tools, area, instructions, quality, controls, and all else in their sphere; no longer are supervisors, professionals, technicians, engineers, advisers, and others from staff support departments the owners by default.

Of course, so profound a change does not happen overnight. It takes years and is in small steps. In the process, the former owners become teachers, helpers, team partners on improvement projects, and monitors of the overall effort.

Suggestions: World-Class Numbers

What kinds of results may we expect when all employees become involved owners? Since Japanese companies are the leaders in employee involvement, we must look to the world-class companies in Japan for an answer. The numbers are mind-boggling. According to one report, the number of suggestions per employee per year in selected firms are as follows: Nissan, 19; Canon, 50; Hitachi, 81; Citizen Watch, Tanashi, 201. There are reports of numbers much higher even than that.6

Those are in contrast to the number zero for most employees in most companies throughout the world. Formal suggestion programs usually have brought in only a trickle of suggestions made by only a small percentage of the work force.

Measuring EI based on a suggestion count can, of course, become a numbers game. A company with excellent EI could have a low count simply because the counting is not formalized, or because only suggestions of a certain significance are counted. Still, it is clear that world-class standards of employee involvement are exceedingly high.

Focused Teams, Cells, and Flow Lines

Individual employee ownership of a process is a good start. Team ownership of a segment of the chain of customers is even better. When there is team ownership, team problem-solving and team suggestions should follow. A correctly organized team, which owns a segment in the chain of customers, is called a cell or a flow line: people and their equipment arranged by the way the product flows or the service is provided.

In common usage, the word team can refer to about any collection of people. For our customer-serving purposes, team refers to a group of people connected by work flow, because, by definition, that comprises a chain of customers.

Consider the way people and their facilities are usually grouped: by common function. In offices, we may find order-entry people and terminals in the far corner, purchasing in the next room, invoicing downstairs, and so on. In factories, molding machines are all together in their little world, lathes have their own area elsewhere, and everything else is grouped similarly. Strive for teams and teamwork, and what happens? At best, you get gangs—and ganglike behaviors. The customer is part of another gang, and they are the enemy! Or, if not the enemy, they are, at least, not part of your team.

Putting it differently, cells and flow lines are natural teams, which are focused on a narrow family of subproducts, services, or customers. What remains is to cross-train team members, assign them ownership of their segment of the total product, and then give them time for data analysis, problem diagnosis, brainstorming, and special projects. Those are the ingredients of the continual improvement effort.

Much of the improvement is in the direction of making things simpler. But teams of operators and clerks can only do so much. Total simplification and improvement requires total involvement. The rest of the business must be drawn in.

MAJOR AFTERSHOCKS: DESIGN, ACCOUNTING,
MARKETING

Bringing in the other main parts of the business—design, accounting, and marketing—starts with seeing the possibilities. After that comes creativity to shake out and replace old practices that won’t do in the new age.

Possibilities of making an impact are greatest in design and development: Design it right and avoid problems heaped upon problems later in the chain of customers. In accounting, the big impacts are in providing information to guide and stimulate rapid, continual improvement. In marketing, the opportunities lie in an expanded view: Not just sales revenue, but locking into tight alliances with customers who prefer to deal with firms that are on a course of continual improvement.

The shakeout in these three business areas hit design and development first—and hardest—followed by accounting and then marketing. The changes to date are summarized below in that order.

Design—Out of Isolation

The best efforts of product designers are below par when they are kept isolated from the rest of the enterprise. That is precisely what had happened to the design function (except in small firms). They were unconnected, a breed apart.

The potent formula for correction has three main thrusts: extended design teams, design simplification, and designing for loss minimization.

Design teams. The extended design team attacks the core problem of isolation. Delco-Remy, the multiplant electrical components arm of General Motors, fixed the problem by reorganizing into four business units: power systems, control systems, batteries, and heavy duty systems. The purpose was not the usual one of creating profit centers and profit-mindedness. According to Doug Barron, who heads one of Delco’s newly created product and process development groups, “The driving reason … was to get the product and manufacturing guys physically located in proximity to each other.”7 Another result of business units is that market research people get close to their immediate customers, who happen to be the product designers.

The design team extends further. It includes purchasing, because much of what is designed is bought. It includes quality assurance, because all designed goods and services are fraught with quality issues. It includes counterparts in supplier and customer companies. The idea is for their designers to work with yours—the simultaneous design concept.

Design simplification. Getting designers latticed into the chain of customers is a good start. Design practices and customs also need an overhaul—toward designing for simple, error-free operations. That means easy-to-produce goods and easy-to-provide services. Conventional design had no such concerns. Designs tended to require too many steps, too much coordination across too many far-flung departments, and too many supplier companies.

Design approaches that have emerged to cope with those problems have various names: design for assembly, design for manufacturability, design for serviceability, design for delivery, design for service. They focus on such things as standardization; modularity; and minimizing the number of parts, number of operations, and need for new resources. Numerous new books, consulting practices, and training programs offer guidance on those themes—and leading companies have quickly absorbed the guidance and put it into practice.

The new design approaches require a strong follow-through: a set of new measures of design performance. One example is number of customer returns in the first six months. The thinking is that good design has much to do with results in the field. If designers are not measured on such outcomes, they’ll not be much aware of or concerned about them.


Neat Products, Neat Processes

W illiam Wiggenhorn, director of training and education at Motorola, says that designers think their job is “to design the neatest product available.” To that, Wiggenhorn says, “No it isn’t. Your job is to design a neat product that meets the customer specs [and] that somebody else can make.” To get that message to sink in, Motorola sent nine thousand engineers through a course in design for manufacturability.8



Setting forth customer-oriented design guidelines and performance measures amounts to managing the design function. The design problem was one of management neglect, not bad design.

Loss minimization. Good design is something that works, right? This is the common viewpoint. The uncommon world-class viewpoint goes a step further. Good design is one that minimizes all losses—to the maker, the customer, and even to the greater society. Social losses are important, because they have their ways of coming back to haunt the maker.

Since losses occur at all stages in the life cycle of a product or service, it makes sense to nip those losses in the bud. Design and development is the bud.

One of the basics of loss minimization is robust design. It is a design that works not just in the laboratory but in the field, and not just under ideal conditions but under physical or social stress. Assuring robustness requires experimentation: Test each design alternative under a range of conditions. For a product, the conditions might be low, medium, and high humidity. For a service, they could be low, medium, and high customer arrival rate—with a few outraged customers thrown in. The “Taguchi methods” (discussed in Chapters 4 and 10) provide today’s designer with streamlined experimental methods.

Accounting, Control of Performance, and Costing

While loss minimization is new to design, it is old hat in accounting. But what do you do if the cost accounting system says your efforts are causing costs to rise when you know that costs are falling? Answer: You continue on the right course—and fix the accounting system.

Cost accounting’s modern name is management accounting. Its purpose is to serve management, not give orders or stifle progress. In view of the earthquakes in our beliefs about what constitutes progress, management accounting measures have to change too. And they are changing—drastically, in one company after another.

Control. In the area of control, a new basic belief is emerging (or reemerging). It is that the best way of controlling cost and bad performance is by controlling causes. That belief arises for two reasons: One is the availability of many strong new approaches for simplification and for control of quality, delay, waste, and cost. The other is the utter failure of historical accounting data—narrowly focused on cost variances and resource utilization—to stimulate improvement.

Costing. Management accounting’s other job is to find out what things cost. The traditional system can’t do this accurately because direct costs have shrunk while hard-to-allocate overhead costs have skyrocketed. No small part of that explosive growth is in the apparatus for keeping track of all the costs.

When focused teams take charge of their own resources, quality, and problem-solving, overhead as a percentage of total cost plunges. Another result is sharp reductions in delays, wastes, customer returns, storages, and other hard-to-cost negative events—which are responsible for much of the cost transactions and costing apparatus. These changes in operations open up new opportunities for simpler and more accurate costing of products and services.

Accurate costs are important, but not for the accountants or auditors. Their legal obligations are easily fulfilled by aggregated costs based on historical averages. Rather, accurate product and service costs are vital for good pricing, bidding, and product-line decisions.

Bad decisions on those sensitive issues can destroy a company. In fact, there is mounting evidence that industry has been undercosting and underpricing low-volume products and doing the opposite with high-volume ones. The same kind of evidence suggests that big industry has been sending profitable (but overcosted) products off-shore and retaining unprofitable (undercosted) products!

In leading companies, the management accounting changes generally lag behind the leaps forward in quality, design, purchasing, changing roles of people, and so forth. In other words, activists are not waiting for the accounting and control system to be fixed first. But there is no point in waiting long to fix accounting too.

The Marketing Challenge

There is no point in waiting to strengthen the marketing function either. Marketing’s weapons for bringing in business greatly expand and change when the rest of the firm becomes customer-minded. A goal is loyal customers, sometimes fostered by exclusive long-term contracts, so that the company’s costly capacity aims at filling real customer demands rather than just keeping busy.

That kind of customer commitment is only possible if the firm is on the path of continual improvement: quality improving, costs and prices contained or falling, and response time and flexibility good and getting better. Under those conditions, selling is a piece of cake—and marketing’s promotional focus shifts.

Ads, bids, catalogs, and personal selling efforts trumpet the firm’s competencies and capabilities. To make this happen, promotion and sales staffs need full awareness of the firm’s continual improvement practices. They must learn how the company improves quality, cuts delays and waste, responds to changes in model mix or sales volume, and synchronizes and coordinates with customers.

A logical starting point is to fuse marketing people into tight alliances with operations, design and development, and financial people. In other words, it is time to reconnect the functions for the good health of both the firm and its customers.

RECOMBINING THE FUNCTIONS

The Great Shakeup that has spread through the business functions one by one has a striking effect on the whole. All functions begin to see several common purposes and tasks, namely:


	To serve the customer: the grand goal

	To localize the grand goal, a new mindset for each individual and small group: that everyone has a customer—the next process

	To fuse combative organizational units into a well-connected business team, a parallel new mind-set for every department, office, or shop: that each has a customer—the next department, office, or shop

	Continual, rapid improvement as the single-minded, grand operating goal



A special word to people in very small firms: You already are okay on points 1, 2, and 3. In other words, small businesses don’t have combative organizational units and next processes out of sight in another room or another building. Rather, the president will meet customers and take orders—and when things get busy, pitch in filling orders. The sales manager may help with hiring or fetch late materials. Line employees routinely do any and all line jobs. Everybody knows who the final customers are. Your people may be poorly trained and lacking in the skills of process control and continual improvement, but at least you’re well connected.


Everyone Customer-Minded

A ccording to one headhunter (executive employment agency), “The rules have changed. People skills, marketing skills, and customer-relations skills are now critical for manufacturing executives,” because they spend a “great deal of time” in the external world outside manufacturing—particularly with customers.

“Operations VPs now help start or close a deal, assure an edgy customer that the product will be delivered on time, and often handle product complaints.”9



Too bad the connective spirit is so easily lost when the business grows. A long-term plan for regaining it must include moving people around. In the lower ranks, that means cross-training and job rotation. In the professional areas, it calls for multiyear career-change assignments. The goal is for people’s perspective to grow with experience, not narrow.

OBSTACLES: FUNCTIONS AND FACTIONS

As presented so far, it all sounds too pat, too easy to be true. If it were so easy, you might ask, why aren’t the results evident to all of us? Why doesn’t everyone know about ideas so earth-shaking?

As it turns out, the path to world-class is straight enough, but many companies that get on the path stray off it too easily. As a result, they are leaping forward in some areas, quality perhaps, and not gaining much in others.

Companies get sidetracked by their own functions and factions. The functions problem refers to maintaining a functional work life well away from the customer: chefs staying in the kitchen and avoiding contact with patrons, buyers shut in the purchasing department and not visiting users or supplier companies, managers hiding out in their offices and not out looking for ways to help press shop supervisors who do not want to see a press pulled out and moved into a cell, and so forth.

The factions problem pertains to a fixation on their way to become excellent. Factions advocates tend to be well informed, progressive, modern, willing to change, and motivated toward rapid improvement. But they hold to a narrow agenda on what to do or how to do it. We have seen that the world-class company has a broad customer-serving agenda based on the full range of knowledge breakthroughs.

Functions and factions problems become serious when they preserve or cause growth of a staff empire. An example is building a large staff to promote quality or just in time. Quality and JIT are essential, but led by people in operations; staff efforts should be minimal—mainly providing training materials.

Another example is growing a large computer staff and facilities to process work-flow transactions. Computers are efficient transaction processors, but many companies have shortened flow times to where tracking the flow by transactions is no longer useful.
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The challenges are clear:

Factions. The only factions to allow are those that unite resources in the common cause of continual improvement. That means ever-simpler ways of providing higher quality and quicker, more flexible response at less cost.

Functions. The functions must be broken up and reconnected in a focused way in order to recapture the pitch-in, serve-the-customer way of life.

In the following chapters the themes introduced here are treated more fully. As you make your way through the remainder of the book, keep this in mind: The marketing message doesn’t belong just to the marketing people; we all must assume part of the job of presenting our products, services, talents, and capacity to the customer. Likewise, the design chapter is not just for the designers, accounting materials are not just for the accountants, and so on. We are all in this together.



*Just-in-time and time-based competition have generated great interest in what I’ve just called throughput time. Alternate terms are flow time, lead time (traditional in production control), and cycle time (used often today, especially in electronics). In an effort to avoid confusion, Robert Hall, editor of Target magazine, has issued a plea to call it lead time—as I’ve been doing for several years. Since I haven’t had much luck getting others to use that term, I’m giving up and using all of them interchangeably in this book.



*A Chain of Customers is intended for any kind of organization, whether in the profit or public sector. The short words, business, company, and firm, are used for the sake of concise language.
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Universal Strategy: The
Shattering of Strategic
Business Thought


T HE THEME of this chapter may be stated right off: It appears that world-class (WC) business strategies may be reduced to a single set, applicable in all businesses. The common thread in those common strategies is that they shore up the chain of customers. Several examples follow:

New products. The WC strategy is to make sure the product or service is good, even if that means delay in getting it to market

Quality. WC strategy is continual, rapid improvement—not just “competitive” quality

“Stand behind” your product or service. WC strategy calls for a growing reputation for excellence and shrinking reliance on warranties (standing in front, more than behind)

Response time. WC strategy is for continual, rapid reduction in response time, not just quicker than the competition

Line of products or services. WC strategy is to do what you are, or can be, good at—not a strategy such as leaping from widget production to selling insurance or from refrigerators to high-margin, high-tech hardware or software

Pricing. WC strategy is to meet and beat market prices via continual, rapid cost reduction—not pricing by percentage markups

Pay. WC strategy is pay by knowledge—not by prevailing wages, not by job classification, not by seniority

Labor. WC strategy is to upgrade, upgrade, upgrade people’s skills—not to control, control, control

Organization. WC strategy is focus, focus, focus, top to bottom throughout the firm—not grouping similar resources together

Sourcing. WC strategy is long-term stable relationships with suppliers and with customers—for mutual gain—not a mindless search for the lowest bid

Is there any business or public agency that should not adopt these (and similar) world-class strategies? Before you answer, bear in mind that we are talking about strategies for building and sustaining a dynasty. Lesser strategies are for less-than-world-class ambitions, such as just getting by or “take your money and run.”

The skeptic might say that the world-class strategies are high-sounding and noble but not realistic. The reality, the skeptic says, is that everything is a T-word. But is it?

THE MYTH OF TRADE-OFFS

We win, the customer loses. That is a discouraging point of view if there ever was one. Yet it is ingrained, a shaper of strategies in companies large and small. The dreaded T-word resides in the backs of our minds, ready to inject itself between provider and receiver, all through the chain of customers.
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Quality Payoff

Of all the harm caused by the T-viewpoint, probably the worst is that related to quality. Quality, we said, has its price; and at some point quality costs too much.


Design Trade-offs

 The word trade-off has legitimate uses in the product design arena; for example, trading speed for payload. But when business strategy makers and goal setters use the T-word, they are copping out. It becomes the justification for low expectations and performance.



That view was a casualty of the Great Quality Earthquake. In its place is the belief that quality pays for itself many times over. It avoids costs of rework, scrap, various forms of insurance (including backup stock), and warranty claims; prevents losses of customers; leads to repeat business; and enlarges the customer base.

Most important, good quality management includes transferring responsibility from inspectors to operators. That wipes out inspection as a category of cost. It is also far more effective: Operators can stop discrepancies at the source; inspectors, on the other hand, catch quality problems only here and there, and usually after too much bad quality already has passed onward.

As Tom Peters has put it, Quality has always made companies rich.

Quick-Response Payoff

Another T-belief to be refuted is that quicker response costs more. That view holds that the way to get speedy response is to build inventory or add people, which raises cost.

Just-in-time, a superior way to get quick response, has opposite results. In pursuit of short waiting lines, JIT slashes delays of all kinds and cuts the need for staff whose work revolves around delay management. In everybody’s JIT tool kit are methods for quick setup, short flow distances, preventive maintenance of equipment, and materials and tools in precise locations right at the point of use. These are simple and cheap to implement and clearly have large and continuing cost-cutting effects.

Quick response also has been thought to conflict with quality. But working faster and taking quality-threatening shortcuts are not quick-response techniques. On the other hand, slowing or stopping the line to get the quality right is a basic of quick response/JIT. Slowdowns or stoppages are opportunities to permanently fix chronic causes: Make machines run right, improve designs, iron out problems with materials and tools, and eliminate rework and returns. The joint results are quicker response, better quality, and lower cost.


Fast-Moving Bank

 The marketing strategy of a certain bank was to develop and promote quick-response capabilities:


The bank learned that its 24-hour time to process car loans was twice as quick as the competition. Instead of resting on its laurels, the bank changed all its procedures to speed up on all kinds of banking; for example, it pushed loan approvals down to a low level.

The natural next step was to market itself as “the fast-moving bank.” One ad said, “Time is money. People shouldn’t hold up banks, and banks shouldn’t hold up people either.”1



The bankers, we are told, were clever in turning a tactical advantage into a strategy. We’re told further that, by being first with the strategy, “the bank also blocked competitors from copying the concept.”

Yes, the bankers were clever. No, they did not freeze out the competition. Other banks would be foolish not to copy the strategy. They may be too late to be “the fast-moving bank,” which is the authors’ point. They are not too late to gain all the other advantages of quick response: lower costs, simpler systems, better quality—and keeping some of their customers from defecting to “the fast-moving bank.”



One thing more. Quick response requires quick-change artistry: flexible people, cross-trained to do a variety of kinds of work, and flexible, quick-change equipment and procedures. So, we add to the list once more: The joint results are quicker response, better quality, lower cost, and greater flexibility.

Other No-Trade Strategies

The T-concept also warps our thinking about pricing and pay:

Price cutting is thought to increase market share but decrease earnings. True enough when it’s price cutting alone. On the other hand, employing world-class strategies for quality, quick response, employee involvement, sourcing, and so forth drives costs down even as prices are cut. Lower prices, in turn, increase sales which pushes costs down even faster via economies of scale.

Low wages equal high profits—so the common thinking goes. The outgrowth of that thinking is an unfortunate but entrenched job-and-pay strategy: Define and classify jobs so narrowly that most are worthy of low wages. Today’s enlightened view is that employees are a valuable asset to be continually trained and broadened through job switching; the result is an employee-driven improvement engine—worth higher increments of pay.

We could go on with other examples of unsound strategies based on wrong-headed T-viewpoints (and bad decision rules at the operating level as well). But it is time to see if anything can be salvaged from conventional thinking.

Rank, Don’t Trade

The T-concept gave rise to searches for optima, such as just the right amount of pay and optimum level of quality. World-class strategies require chucking the notion. The right strategy has no optimum, only continual improvement—in all things. All those things add up to a weighty agenda, which needs to be prioritized. Say that it becomes clear that a certain company unit’s quality is superior but training and employee development are awful. The unit keeps quality on its continual-improvement list but pushes training and employee development to a higher priority on the list.

The point is that all the strategies for continual improvement stay on the list of objectives year after year. (The view that “successful strategy self-destructs”2 is dead wrong.) Periodically, the company unit reexamines and reranks its strategies. Reranking is based on customer needs, new knowledge or technology, and competitive opportunities.

That part of strategy making is nothing new. That is, sound strategies have always considered needs, knowledge, and competition. What is new is the stability and consistency of strategies—and the discovery of a superordinate one: continual, rapid improvement.

Improvements across the Board

If you still believe the T-word has its place in business, it may be because you haven’t yet seen continual improvement in action. The sad truth is that most of us have spent most of our working lives in organizations in which improvement in one area was offset by decline in another. We have seen it over and over with our own eyes: companies that are plagued by clear opposites at every turn. It is still true—of weak or not-yet-strong companies.

Not so of strong companies—companies that get on the world-class bandwagon. They are remarkably transformed, gaining the upper hand over T-obstacles. They improve continually in cost, quality, response time, and flexibility simultaneously. They do it simply because they have learned how. They have kept abreast of the knowledge explosion that has triggered the earthquakes in management of business enterprise.

INDISTINCT AND DISTINCTIVE COMPETENCY

If these points are valid—if all firms should pursue about the same customer-serving strategies—how can any firm gain the upper hand? A couple of answers come to mind. First, the world-class strategies are general and demanding. The best companies will implement the strategies well, the worst will fail even to try. In other words, there is plenty of room for competitive gain in understanding, accepting, and acting out the strategies.

Second, company-to-company distinctions lead in different directions. Those leading in favorable directions have been called distinctive competencies. Good term. Distinctive competencies include products and services that are popular and patent-or copyright-protected; location in good markets; talents and equipment that fit well with current demands (what Alan Frohman calls “distinctive technical competency”);3 and others. These are like the photogenic side of the face. You present it whenever the lens aims in your direction.

Early in the chapter we saw that there is even a WC strategy on distinctive competency: “Do what you are, or can be, good at.” The commonfolk way of putting it is “stick to your knitting.”

While stick to your knitting is an old saw (lately popularized for business consumption by Peters and Waterman)4 and the term distinctive competency has been around for a few decades, they must be brought down to size for our purposes. Those phrases have been used by some companies to justify a strategy of, say, sticking with cost leadership—and allowing another firm distinctive competency in, perhaps, quick response. Bad strategy—a formula for decline.

It seems certain that plenty of companies will continue to follow that formula—and decline. We may call them Tier 2 companies, which contrast with Tier 1 companies as follows:

Tier 1 companies evolve to a single-minded strategy of continual improvement and customer-responsive leadership.

Tier 2 companies cling to a precarious strategy of just exploiting a current strength.

BENCHMARKS, GOALS, AND CONTINUAL IMPROVEMENT

If we’ve settled the issue of what knitting to stick with, we may turn to the issue of prioritizing the world-class strategies. Good priorities require good information, which can come from the customers, the competitive environment, other external sources, and internal sources.

For example, customer and competitive analysis might reveal that your firm is losing sales because of late delivery problems. But don’t just look at your own industry. Finding out what’s going on in other industries could reveal a new way to gain a competitive edge; for example, a financial institution using just-in-time manufacturing methods to achieve same-day loan approval when the rest of the industry is stuck at a week.

Competitive Analysis and Competitive Benchmarking

A survey revealed that only one third of automotive industry suppliers do competitive analysis. In other words, most of the industry has a bad case of complacency and lacks vital strategic information.

The automotive suppliers are not alone: I’ve found that most companies don’t do competitive analysis. A result is misguided goal-setting and prioritizing. Commonly, companies resort to changing goals on a round-robin basis. What’s more, the goals tend not to address the interests of customers. Instead, senior executives sit and fret about internal goals, such as raising direct labor productivity or increasing sales of a certain product line; the customer doesn’t care about either. Ignoring the customer is a sure path downward.

Increasingly, companies are coming to the same realization: that they have been leaving the customer—and the competition—out of strategy setting. An approach pioneered by Xerox Corporation, called competitive benchmarking, has helped some firms correct that weakness. The idea is to put numbers on best performances: average time to respond to a complaint, number of suppliers, defect rate, and so forth. The narrow approach to benchmarking is looking at the best in the industry; the broader, and better, approach is looking at the best in any industry.

Knowledge Carriers

It has been rare to look outside one’s own industry for answers and success strategies. Today, with all the ferment going on throughout the business world, it is risky not to. Trouble is, it isn’t easy to keep up even with your own industry. How can a firm also keep abreast of outside trends and new ideas?

One way is to hire from outside. I’m not thinking of seeking to fill all vacancies with outside managers and professionals. Some of the world’s strongest companies have held to an opposite policy of trying to promote from within. In contrast, weak companies cannot hold their talent. They constantly are forced to bring in “new blood.” While they have a steady infusion of new ideas (good), they have no stability and cannot set plans into motion and stay on course (bad).

We’ve all admired companies that have made promote-from-within part of their culture and success formula. In the last few years I have been an adviser and trainer in a few of the well-known ones. Sadly, I go away thinking, “These people don’t know what’s going on!” These companies have some people who are outward-looking, but not enough of them to overcome organizational inertia.

I am not suggesting an abrupt change in hiring in those firms. A modest policy change will do: Make sure that a certain small proportion of vacancies are filled with outsiders.

To those who say, “We’ve done fine with internal promotion in the past,” the response is this: The knowledge explosion of the 1980s—which shows no signs of abatement for the 1990s—is the reason your policy has to change.

Strong companies like 3M, Philips, and Marriott have policies that mostly favor internal promotion but call for careful selection from the outside as well. Their leading competitors do likewise. In other words, they do a certain amount of people trading, which benefits each company.

Assuming the firm has good access to competitive and external benchmark data (via “knowledge carriers” and other methods), the next issue is, What should it do with the information?

Benchmarks as Milestones

Let’s put the question another way: If the central commitment is to continual, rapid improvement, what is the role of competitive benchmarks? The answer is that the world-class company considers competitive benchmarks as:


good for arousing people to the competitive challenge,

good as a milestone target,



but …


fluid, because world standards are on a fast incline, and too modest as a company goal.



In other words, equaling the world’s best on any benchmark is like having your sports team run off enough points to gain a tie. A quick cheer, and you press on, hoping for another score before the game ends. But unlike team sports, in business you don’t just want a 4 to 3 win. You want a slaughter—14 to 3!

Or should 14 to 0—total annihilation—be your goal? Not necessarily. Your main goal is to be the customers’ first choice—and to let competitors fight for scraps.

Allegiance

What we are talking about is a company goal—in this case winning customers’ first allegiance. This is not the same as a goal of being first in sales. That’s too easy: Just slash the price, spend madly on advertising, and operate around the clock. Allegiance is harder to achieve and to measure than sales, but it is more rewarding and enduring—and more profitable.

Strategies as Goals

Time to straighten out some confusion. This section began with discussion of strategies and then shifted to goals. What’s the connection?

Since I am making the point that strategies should be similar in all companies, it sounds as if company goals should be about the same from firm to firm, too. That raises the question: Can a goal be a strategy?

Yes. Continual, rapid improvement in cost, quality, quick response, and flexibility are “golden goals”—like a set of golden rules for companies: Provide to the customer as you would have the customer provide to you. They are also strategies for achieving central company goals, including growth, security, profit, and the golden goals themselves: A successful quick-response strategy meets the goals of cutting cost and improving quality; a successful flexibility strategy helps achieve quick-response goals; and so forth.

Executives have always had trouble translating broad company goals in a way that fits with group and personal goals all the way down to the individual. If the individual’s goal is to find another job, or a work team’s goal is to keep the pace slow, there is sure to be a conflict.

The conflict can go the other way. These days, it is not unusual to find pockets of enthusiastic advocates of the total improvement point of view at low levels in the organization. The audience for a public seminar that I conducted in Chicago was three-fourths managers and professionals and one-fourth operators. In a question session one of the operators stated that he and his group were believers, but “how can we get our managers committed?” Those operators have remade their goals, but the company’s managers, all the way to top executives, may still cling to old ones.

That’s too bad—but not necessarily a disaster. In 1987 Caterpillar, the heavy equipment manufacturer, established its “big-four” company goals: consolidate, automate, simplify, and integrate. The last goal, integrate, can be taken to mean about the same thing as focus: break up functional departments and regroup resources by type of product. There is an unfortunate tendency, however, to use “integrate” to mean computer-integrate: Get everything onto computers that talk to other computers.


Golden Goals

 A T&T’s corporate goal of 1988 was quality. Its 1989 goal was service. This practice, an annual corporate goal, may seem to conflict with the idea of continual improvement across the board. But when the annual goals are quality and service, there’s no harm done. They are “golden goals” that carry along and draw upon other worthy customer-serving goals, such as having a flexible, cross-trained work force.



Computer-integration cannot be a world-class goal. Anything a computer does is in the same class as what a hammer does. Computers and hammers are tools.

If computer-integration is stated as a corporate goal, will the company suffer? Caterpillar didn’t. The reason, I think, is that the company’s new strategies are generally world-class, regardless of the wording of the company goals. Cat’s fine set of strategies go by the name, “plant with a future (PWAF).” PWAF calls for revamping every plant, mostly according to world-class principles, including moving nearly every machine into product-focused cells. Pierre Guerindon, executive vice president in charge of PWAF, says his group has avoided technology for its own sake—such as unproven computer-integration of all the business functions.5

Senior executives seem unable to resist goal-setting—they’ve always done it. Maybe the practice will die out when it becomes clear that WC strategies can do double duty as company goals too. If this happens, companies may require fewer executives—and will want remaining executives to act as facilitators who clear away obstacles.

Rapid Improvement

One goal that does make sense—for all levels in the organization—is continual improvement in serving the customer (next process). The amount of improvement per time period is stated only in general terms: rapid.

Executive involvement. In the old days, if a senior executive perceived late deliveries as a serious competitive problem, it would have been edict time: Improve on-time deliveries by some number, like 15 percent. Bad edict. It deals with effects, not causes.

Today’s savvy executive treats the problem as follows (not necessarily in this order): (1) See that everyone in the firm gets the facts about the competitive problem; that is, get comparative data (competitive performance versus your own) up on wall charts, played over company video channels, discussed in group meetings. (2) Get out and talk with lower-level managers, order clerks, buyers, operators, and others; talk not about late orders but about causes—things like order batching and lack of product focus in the organization. (3) Stimulate formation of project teams to deal with causes and give high visibility to project team results.

This approach may be unsettling to executives and managers who are used to asking for a “10 percent reduction” or “25 new customers.” It is far more important to be clear about the many items on the improvement agenda than to be quantitative about the amount of improvement expected.

 Who prioritizes? Okay, then should executives at least prioritize the improvement items?—“For this period, our first priority is reducing time to respond to complaints; let’s all pull together….”

Yes and no.

In the world-class company everyone, from window washer to senior executive, becomes an expert in the concepts and methods of customer-serving improvement. But, at least in big companies, how much can upper-level executives know about such things as customer complaints and their causes? Customers are everywhere in chains that run through the company, and the highest-priority problems of one may be entirely different from what’s bugging another.


Great Leaps

 In 1979 John Young, Hewlett-Packard’s president and CEO, perceived quality as the competitive battleground of the 1980s. He set a quantum-jump, company-wide goal: a tenfold improvement in quality within ten years. The company has responded magnificently. Walter Craig, corporate quality director, reflects that, “if John had asked for only an improvement of 30 percent or so, nothing probably would have been done for years.”6

But did the goal cause the improvement? Seems unlikely. H-P is highly decentralized and loaded with talented, aware, competitive people. They were keenly aware of the Western quality gap with Japan, and they learned the new concepts and techniques of total quality and related improvements. Then they plunged ahead.

It may have worked about the same way at AT&T’s Network Switching Division. Al Basey, division president, once believed in fixed targets. He changed his thinking some years ago when he asked an engineering manager to set a cost reduction goal for the next year. The manager preferred a goal of “as much cost reduction as possible.” The result: ten times more cost reduction than Mr. Basey had expected.7



Senior executives (in large companies), don’t lord over priority setting. It is part of the job of everybody in your organization to stay abreast of the changing concerns of the next process and to correct problems fast. So get yourself and all your people educated. Then get involved along with them.

Making Wrongs Right

Continual, rapid improvement is not just a hoped-for result. It requires “screwing your head on differently.” I have witnessed some good examples. Two or three times I’ve been told, by a grinning team of change implementers, something like, “Everything we did, we did wrong!” They were cheerfully doing it over again—better.

That is the right attitude. It is right for several reasons: For one thing, their “wrongs” were not costly, because continual improvement is a stream of small things (though we still welcome the occasional great event). Also, when a small change is labeled “wrong,” it may actually be an improvement—but not as good as it can be. Say that a packer is moved right next to the person doing order picking—so they become a close-knit team of two. The task force responsible for the move may say, “Oh, we did it wrong. It would be much better to move the picker to the packer, nearer to the point where the order goes out.” So the task force changes what it just did—without a trace of shame.

We may state it as a three-part code of improvement:


	In the world-class company, there are no mistakes—only learning experiences.

	What we are doing today will look silly (but not like a mistake) before long.

	We quickly improve whatever looks silly.



Do Nothing You Can’t Change

This code of improvement should not be used as license to screw up. Painting yourself into a corner is evidence of thoughtlessness. Thus, another aspect of continual improvement is to take actions that allow easy changes later. As David Schlotterbeck, vice president at CalComp, puts it: “Never do anything that’s permanent.”8

Since bricks and mortar are, by nature, quite permanent, the emphasis shifts to what’s inside the bricks. There is much that can be done to make physical changes easier; for example:

Nokia Oy, in Finland, has outfitted the ceiling of a plant producing personal computers with row upon row of utility hookups—electric power, air, and so forth. Anything can be moved anywhere.

In today’s version of the open office, partitions are easily movable—and contain plug-in power and communications wiring (sometimes even area temperature controls). Mars (the candy-bar company) is a firm believer in very open offices: Plants in boxes on rollers are the main partitions in Mars’s factory offices in Holland—where “office garden” is their name for open office.

The production manager of a Hewlett-Packard plant told a group of visitors to look at the equipment: “Much of [it] is on casters.”9 The factory equipment could be moved nearly as fast as the PCs and phones in a modular open office.

THE BASICS AS STRATEGY

Never-ending rounds of incremental improvement rely heavily on a good set of tools. It is like the reliance, in team sports, on basics such as passing and blocking.

Trumped-Up Strategy

The team-sports analogy is useful to show that the basics are more than just tools. Ask a coach about how to win, and you are likely to hear any of the usual answers: “Put a lot of points on the board.” “Control the ball.” “Keep the puck away from the other guys.” Some will even make the lofty claim—to sportswriters, ever in need of copy—that this is the game plan or strategy.

Who wants to hear the coach say, “Our strategy is to shoot, pass, and block better than the other guy.” But isn’t that a more accurate answer? Those are the basics.

Company executives have invested so much in strategic planning and strategic consultancy that they hate to think it might be time and money ill spent. They take consolation in any shred of evidence of strategic brilliance. The evidence has been anything but comforting of late. Rather, according to Hamel and Prahalad, “We have seen [in Western companies] a pattern of competitive attack and retrenchment that was remarkably similar across industries”—a strategy they call “the process of surrender.”10

Still, we are advised to keep the faith—those doing the surrendering merely have defective strategies. The strategic wisdom, we are to believe, has shifted to the Far East. As evidence, just look back on the highly successful strategies of, for example, Canon and Komatsu in manufacturing and Dai-Ichi Kangyo Bank and Sumitomo Bank in banking—strategies that exploit technical opportunities, competitors’ weaknesses, and customers’ needs.

Successful companies do indeed exploit those things—just as successful sports teams do. But the brilliance has little to do with what is usually thought of as executive-level strategic planning. Rather it is executive-level knowledge, skill, leadership, and full involvement in the basics.

If you have a strong team, you look for someone else to knock off. Thus, Honda marched up the scale in motorcycles and in cars, and along the way made a “brilliant” strategic shift into power mowers. It would have been no less brilliant if Honda had chosen air conditioners or plumbing fixtures instead of power mowers as the next target. When you have a great team, you can take on almost anybody, and usually win. What makes a great team is the basics. Then almost anything the coach chooses to do makes the coach look like a shrewd strategist.

More on the Basics

In business, world-class basics are things like calling on customers, doing competitive analysis, developing supplier partnerships, recording every disturbance, continually solving problems, and continuously learning. If these sound a lot like what I’ve also called strategies, that’s the intent.

There’s another way of looking at it. The firm that takes care of the here-and-now in those ways finds that long-term results, profit and growth, take care of themselves. If that sounds contrary to the view of profit and growth as short-term concerns, that too is the intent.

Small companies, including their executives, tend to be up to their ears in what many would call the basics. But we must understand that smaller firms tend to be poorly managed, and more fail than prosper. The real need is for the small firm to find out about and quickly adopt the right basics—those that build capability and reputation in the eyes of the customer.


Marketing the Basics

—Tom Peters 11

The essence of traditional strategy in marketing is the selection of growth markets, the rejection of dead-end markets, and the conception of clever segmentation schemes.

Yet these concerns ignore the most important … issues: the achievement of superior quality, the attainment of enough corporate flexibility to permit lightning-fast market creation as soon as the slightest opportunity is sensed, and the constant improvement of every product and procedure that involves the customer.



In large companies, senior people tend to see the basics—right or wrong ones—as the purview of “the troops.” So our message to those executives is: Elevate the world-class basics to strategic status. It’s the surest path to sustained success.

MORE WORLD-CLASS STRATEGIES

We’ll end this chapter the way it started: with a few more examples of world-class strategies that connect up and prop up the chain of customers:

Backward integration. WC strategy, in dealing with undependable suppliers, is supplier development—not backward integration into unfamiliar businesses

Growth. WC strategy is controlled growth—not sales at the cost of customer esteem

Job classification/training. In companies with many job classifications, the WC strategy is to evolve to very few; continuous learning enables employees to be multiskilled and the firm to reduce job classifications

Automation. The WC company has no strategy for automation, any more than it has a strategy for a wrench or a typewriter

Technology. WC strategy is to learn about and use worthy technologies—but with a preference for simpler technologies that do not strain the company’s capabilities

Profits. WC strategy is to let profits be the effect of continual, rapid improvements—not the driver

We could go on with more examples of the world-class way of thinking about strategies, but there’s no point. Rather it is time to draw a summary conclusion: that in the world-class company, strategy is a dull subject. It is not worth much time, because strategies are, or should be preordained.


—Alfred North Whitehead
 The art of progress is to preserve order amid change and to preserve change amid order. 
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The “Customer-In”
Organization


 THE CUSTOMER is in the world-class organization, not outside of it. The reasons are sound: If left on the outside, the customer gets treated with indifference (at best), and offers the same in return. That spells temporary relationships: Customers are poised to fly, like a nervous flock of geese in a grain field.

The “customer-in” organization bonds supplier to customer in a multitude of ways. Since every customer is also a supplier to another customer, a chain of customers, each well connected to the next, is the goal.

PRODUCT AND CUSTOMER FOCUS

A chain of customers is the result of aligning resources by the way the products (goods or services) flow. It is an idea whose time has come. While there are a few narrow terms associated with it—namely, cells, flow lines, and group technology—the broad term is focus; that is, focus on the product and the customer, not the function.

Though its time has come, product/customer-focused organizations still are far from being commonplace. Grouping by functions is entrenched.
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