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IfM Dominic Oughton
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Strategy — A cautionary tale

Case Study — Wicks & Wax Ltd
LEAN Transformation over 2 years
Increased productivity 45%

FTY 60% = 99%
OTD 40% =» 96%
Went out of business 1880

L EAN iIs NECESSARY Electric Lightbulb
[ ful

BUT NOT SUFFICIENT E:ng;g‘;‘;?;;l;i;t

NEED THE RIGHT STRATEGY TOO! GEE
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What is Strategy?

"Strategy Is the direction and scope of an organisation
over the long-term: which achieves advantage for the
organisation through its configuration of resources within
a challenging environment, to meet the needs of

markets and to fulfil stakeholder expectations".
Johnson and Scholes - Exploring Corporate Strategy

Successful strategies are:
Developed with enterprise-wide involvement
Clearly communicated / Visual

Driven by the external environment / CUSTOME[ oo Sﬂwfﬁ

Dominic Oughton — Years of experience
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Strategy Development — how not to do it

The CEO Creates strategy
Vision

Financiz\

The Board /Market

Say “Yes”
Customer | Flexibility | Productivity Functional
satisfaction Managers
First-Line SIS SEIEL €)Y
Supervision/ Quality Delivery E’rrr?é:ess Cost ...which is “filed!
Hear
rumor
- Team members
of it
Carry on oblivious (ﬂ*ﬂ%
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Strategy Deployment — a better way?

Strategy developed
By cross-functional

The CEO Communicates context
teams @ Vision Facilitates strategy
o process
The Board /Market Financiz\
Endorses & _
Supports Customer Rexibility Productivity Functional
satisfaction Managers
First-Line Develop aligned
Supervision/ Quality DeIivery. Errr?é:ess Cost functipnal strategies
Facilitate with teams
team
B haid @ Team members @
to'understand their Enterprise reviews ﬁi’f‘?
role in_making it & inputs UK/US SHINGO SUMMIT
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Strategy Visualisation - Roadmapping
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-ment

Market
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& Enablers \—————————— > Staff/skills
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Strategy Visualisation - Roadmapping

Z
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-ment

Market

Where do
we want
to go?
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Creation we nOWf)

Technology
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‘Strateglc Iandscape activity enables sharing
& capture of diverse perspectives across all stakeholders.
Part|C|pat|ve approach generates ownershlp & buy-in
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Roadmapping & decision support tools

STEEPI
(Social, Technological, _
Economic, Environmental, Porter’s Foresight
Political, Infrastructural Five Forces Technology Intelligence
Trends & Drivers) / /
SWOT - \ - t Scenario
(Stren@]ths,\A Market E 1 / 1
Weaknesses, _ Business|{__ | [\ T/ 1]
Opportunities, 'Sn;sci‘é?;'on \ 1
Threats) Structure < F;rOdl-JCt — | | \ : )| < >
ervice|—
(taxonomy) — F 1
Scaleable System|— /| I_—\_J

. /
(hierarchy) TGChﬂOlogy :%L‘ L/ | d : \/ |
Resources = / |
. =] 1« e~ |

_ Valuation /
S Portfolio Balanced scorecard
Linking 4
grids O O
OO Lz
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Benefits of Visual Strategy approaches

Highly participative — builds ownership & buy-in
Easy to communicate within enterprise & other
stakeholders

Clear linkages between actions and external drivers

Provides framework for forward implementation and
future refresh
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Case study — Siemens Environmental Systems

Successful non-core business, recently slipped into loss
Over-diversified and over-stretched

MoD / “Cost plus” history

Top-down / command & control culture

Strategy developed for each BU by cross-functional teams
STEEP = SWOT =» Value Creation =» Actions

Presented by teams to whole organisation in “away day”
Everyone gets to vote = Where should investment go?
Close / Sell-off / Focus / Grow 4L
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Strategy Development & Deployment

- Inverting the pyramid

Customer Interface

- Where we Create & Capture Value

The CEO
Vision

The Board/Market Financm

“r 1> 1r1ixy

Team members

First—LinxQuality
Supervision

Delivery

Process
Cost

Customer | Flexibility | Productivity Functional
satisfactio Managers

First-Line .
Supervisigh Quality Delivery ime

Team members

55 UNIVERSITY OF
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The Board\
Cost

Customer
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Productivity, Managers

Market
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Strategy Development & Deployment

- Inverting the pyramid

Customer Interface
- Where we Create & Capture Value

Team members
The CEO
Vision / \&

First-Line\_  Quality
The Board/Market Financm Supervision )
LeadeI‘ShIp I‘0|e Functional
%J_stomerl Flexibility Producti?/N Functional Support those Managers
satisfactio Managers who create
First-Line The Board
Supervis/i%Qua“ty Delivery Er%oecess Cost\ customer value

VISTOIT =
Team members \/
ﬂ”f‘k
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Strategy Deployment — The role of

Leaders

Customer Interface Communicate Strategy
- Where we Create & Capture Value Facilitate understanding of

“How can | contribute?”
> 1y 1y

Provide resources to
Team members

N / S enable these contributions
ITST-LINEN  Quality De”
Tk Lesckersliia mle Support and mentor

Support those : :
who create Review & Praise (and

TheBoart o \stomer value identify RF|)

VTSTOTT el

Functional
Managers

ﬁi@?
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Case study — Siemens Environmental Systems
Cutting out the middle man

Act

customer

SIEMENSS g
UK/US SHINGO SUMMIT
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TCAC objectives

Understand customers
not just a questionnaire
Involve customers
not just “same old message from the MD”
Engage all employees (mainly manufacturing / engineering)
not just front line
Fit within overall framework
not just another initiative
Involve and energise
not just chalk and talk
Result in action and change
not just a day-long “jolly”

Become embedded in “the way we do things round here” ﬁi"’f—,
not just fade away UK/US SHINGO SUMMIT
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TCAC Workshops

150 people (all SESL employees) over 4 days
Organised in customer-facing teams of 10
Customers present throughout session
Programme:

Scene setting / techniques / importance

Where do we fit in value chain?

Customer perceptions

What issues lead to these

Select and develop action plan

Present to group (and customer) UK,«ussmNooSEEﬁ

Personal action plans
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Problems

Rolls Royce SESL
Delivery performance P
< 50% on time E > 70%
R We’'re the best they’ve got anyway
C G
Capabilities E A
Next Generation P P Strategic imperative
Not interested T a “Must Win" project
Couldn’t cope |
O
Responsiveness N Desire to grow business
Inability to resource ﬂ’fv

UK/US SHINGO SUMMIT
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Process

Explore
Summary of Select 16 X
aions S ClSoner
SMART
Do it!
I:::lﬁl |tt)§l f(‘f Teams action
customer 1-2 man months
4-6 monthe
Action
UK/US SHINGO SUMMIT
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Delivery performance

100% +
90%
80%
70%
60%
50%
40%
30%
20%
10%

O% I I I I I I I I I I I I I WF-’
Jan Feb Mar Apr May Jun Jul Aug Sep Oct NOWK/[DEEHUDEHO BeMIT
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Delivery performance

100% -

90% —
80%
70% /
60%

0 \ / “We have been amazed
50% .

Mﬁé at how quickly you
40% " have turned things —]
30% _ around” )
20% (P¥8m RR Strategic Procurement —
10%
O% I I I I I I I I I I I I I WF’,

Jan Feb Mar Apr May Jun Jul Aug Sep Oct NOWK/[DEEHUDEHO BeMIT
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Responsiveness / Workload

Major customer milestone accelerated 3 months

“Well done, fantastic, b!!@#y great” RR Project Director

Joint capacity planning reviews / Forward visibility

“Now we understand your business drivers, and trust
you to deliver, we will work with you to balance
workload”

ﬁi@?
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Capability - Next Generation

Customer feedback

“You wouldn’t even have been considered
on the basis of your performance 9 months
agO”

“We have no concerns over the capability of
the Siemens consortium” RR Engineering

ﬁi@?
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Changing perceptio

“Well Done!”

“We can do more
business together”

“Just make sure
you keep it up!!”

@3@

UK/US SHINGO SUMMIT
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Some lessons

Culture deployment in joint customer teams
“Values add Value”

Use power of customer as “pain” for change

Customer intimacy with all employees
Explore / Offer / Action / Confirm

Engage everyone

Action learning
Empowerment in action

Customer perception is the only reality

Customer partnerships that endure personali% charé%@"’@f
/US SHINGO SUMMIT
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Strategy Implementation - Performance

Measurement

Establish position
Communicate direction
Stimulate action
Facilitate learning
Influence behaviour

ﬂ*f‘;
UK/US SHINGO SUMMIT
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Performance Measurement - Why Bother?

"What gets measured
gets attention”

7R

(Eccles, 1991)

"What you measure
IS what you get "

"What gets measured

(Kaplan & Norton, 1992) gets managed

"If you can't measure |It,
(Schmenner & Vollmann, 1993) you can't Mmanage It"

&

UK/US SHINGO SUMMIT

(Kaplan & Norton, 1996)
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Types of Performance Measure




Flight nglipit_

Airspeed Attitude Indicator

indicator Altimeter

(@

Turn Direction indicator Vertical speed
Coordinator indicator

ﬂ”@x
UK/US SHINGO SUMMIT
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Process Model

Input Process Output

Example: Flight Control

Vertical
. Speed I[E] Altimeter
Attitude  wem——— P —
) Indicator
Indicator ,,\
Turn = . Direction
Coordinator Indicator
ﬁi’ﬂ
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Process Model

Input Process Output

Example: Production

Setup Timemwm=——> Productivity me=——"> Profit

ﬁi’ﬂ
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Macro Process Model of an Organisation

1. Inputs 2 Processing System 3. Outputs 4. Outcomes 5. Goal
killed : g & : - :

*Skille > *Design of n s 5 2 : S @

motivated ER: products S @ -Prod_u ot 5 g | Delighted = o Repeat
[A— s - © & [ -Services = 2 | customers ® = | Business

= Iservices qs : -l C= .
employees A *Production Financia eusiomers D
Pl.cust —Q— B results —@ needs met [ Long Term

ustomer A | of products A Survival
requirements *Performance

*Raw of services

materials Delivery/

*Components distribution

«Capital «Servicing

ﬁi’ﬂ
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Balanced measures

Sales Finqpcial
turnover
Value of 5
raw '
materials
Value of

Historical Stock Forward
focus _ focus

Direct labour

Machine
utilisation ?

Defects-parts
per million

Delivery ﬂ%

performance UK/US SHINGO SUMMIT
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Financial Perspective

S S
"\\Qe@&e qe\e % \J
“If we succeed, S AQETABA

Q

how will we

look to our

shareholders?

Customer Perspective

“To achieve
our vision,
how should we
appear to our
customer?

S )

K2 (2 S

\\ \)\ e\,e \Qe
& (\\\\

<

D

Internal Business Perspective

“To satisfy our
shareholders
and customers,
at what activities
must we excel?

)
% 6\)@ M 3
<
O\O\ @Q’ A

Innovation & Learning Perspective

“To achieve
our vision, how
will we sustain
our ability to
change and
improve?

S S
Q/ < 6
X (&

S
N

63*2%
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Designing a performance measurement

system
Customer Company Guidelines
Requirements Requirements for Ongoing
_ Management
Develop linked ‘
” Define e Conflict and
Derive Business measures environmental
Objectives analyses
your R Detail
measures y appropriate .
_ performance Destructive
from |1§|ent|fy measures Testing
performance existing and
your drivers ( nevx?)
strategy 5

@“@ UNIVERSITY OF

Discard some
measures?
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Measuring it right

 Measures must match objectives
 Measures must be understandable and robust
* Measures must drive required behaviour

But choosing the measure might not be straightforward:

Baggage handling

ﬁi@?
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Performance Measure Record Sheet

Measure Delivery performance
Purpose To stimulate improvements in our delivery reliability
Relates to Business objectives: delivery on time and minimise overall lead times
Target 95% by end of next year
Formula 100 * Orders delivered in full on the promised day / Total no. of orders
Frequency Weekly

Who measures? A Smith - production control

Total orders scheduled for delivery in the week from the MPS system
Actual delivery dates - by phoning the customers

Source of data

Who acts on |
the data? A.N. Other - manufacturing manager

What do they do? If performance is improving rapidly enough, nothing. If not, set up

manufacturing engineering task force to: (a) investigate why (b) makes.
recommendation and (c) make appropriate changes. ﬂﬁ;

Notes Measure places equal weighting on early as well 954%%14!‘.{%9 SUM
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Manage it right - As a result, do your

people:

e try their best

 ask for help

e generate ideas for
Improving performance?

e debate the issues

 flddle the measures

ﬁi’ﬂ
UK/US SHINGO SUMMIT

MO WAMCHEER B0 ARE




Summary

Strategy needs to start by looking OUTSIDE the company

Best developed by a multi-functional group with input from all
stakeholders to achieve buy-in

Communicate widely, openly and visually

Facilitate all stakeholders to define objectives in relation to
their contribution

The role of leaders is to support delivery of these objectives

Align performance measures with strategy G
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Thank you for listening!

Dominic Oughton
Senior Industrial Fellow
do251@cam.ac.uk

+44 (7778) 873512

Institute for Manufacturing
University of Cambridge
Mill Lane

Cambridge

CB2 1RX
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