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Should you invest your time reading this article?
1. Check the box next to any of the listed attributes when you think that your organization does
not do a good job accomplishing the described objective.
2. |Ifthere are no boxes checked, you and your organization would probably not gain much using
one or more of the concepts described in this article.

Effective Management Attributes

Executive Performance Management Reviews

[J  Require minimal preparation resources.

[] Provide productive dialog that results in whole-enterprise benefits.
Decision-making Process

[ Incorporates a blend of analytics and innovative team-thinking.

[ Avoids gut-based decisions.

Strategies
[J Are achievedin a timely fashion.

[1 Don't fall off people’s plates because of day-to-day crises.

Scorecard Reporting
[] Is consistent across the organization.

L] Has clear actions or non-actions to be undertaken from these reports.

[1  Encourages fire prevention, and risk management.
Organizational Improvement Efforts

[l Give focus to analytically-determined, targeted business areas so that there will be big-
picture benefits.

Abstract

In an organization, performance metrics should lead to the most appropriate actions or non-actions.
Measurements are typically presented as a table of numbers, stoplight scorecards, or time-series
charts. Do these forms of reports result in a good decision-making process or lead to unintended
consequences that result in unhealthy, if not destructive, behaviors? Unfortunately, these forms of
report-outs can result in playing games with the numbers or firefighting a problem that appears to be
resolved but only reoccurs.

Traditional performance metric reporting typically provides only a snapshot of what occurred at
some historical point in time. Organizations often establish numerical goals against these
performance measurements, where compensation might even be established for achievement of
these targets. A target-achieving-goal-setting system might appear to be a good approach but can
lead to organizational behaviors that are not in the best interest of the business as a whole.

What is needed in business is a methodology that orchestrates the entire enterprise so that it
performs as functionally as a symphony sounds. This requirement is achieved through the Integrated
Enterprise Excellence (IEE) business management system.
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Positive Metric Performance & Poor Business Performance —
How Does This Happen?

By Forrest W. Breyfogle lli

IEE and Malcolm Gladwell’s Books

In his books, Malcolm Gladwell made the following points:

Book: What the Dog Saw and other Adventures

In this book a chapter titled “The Talent Myth: are smart people overrated?”, Gladwell
presents a very good argument for why the “talent mind-set” management style promoted
by McKinsey and used by Enron was a major component in Enron’s downfall at the turn of
the century. The book stated: “The broader failing of McKinsey and its acolytes at Enron is
their assumption that an organization’s intelligence is simply a function of the intelligence of
its employees. They believe in stars, because they don’t believe in systems.”

Book: Blink - The Power of Thinking without Thinking

In this book, Gladwell describes “thin slicing” as the use of limited information to come up
with a conclusion. In our age of information overload, Gladwell contends that experts often
make better decisions with snap judgments than with a lot of analyses. Gladwell describes
how having too much information can, at times, interfere with the accuracy of a judgment.

The success of a business is a function of its processes and their inputs. If the output of a process is
not satisfactory, then the process’ inputs or the process itself needs to be enhanced. However, with
current business management practices such as Gladwell’s described “talent mind-set,” organizations
often can gain much by refocusing their emphasis to better understand and by enhancing the
systems that impact the process’ results.

Executives and operations in an organization need to make decisions; however, often the data set
presentations can be overwhelming or provided in a format that it is very difficult to determine the
most appropriate action or non-action. What management needs is a system that provides a “thin
slicing” of the organization so that both effective strategic and operational decisions can be made.

IEE provides a system that addresses these issues which Gladwell highlighted. The described IEE
system integrates predictive performance reporting with the development of analytical/innovative
strategies that lead to improvement efforts that benefit the enterprise as a whole.
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Process Improvement: Are we trying to answer the wrong or not best
guestion to the third decimal place?

Everyone should be well aware that organizations need to improve and adapt to survive. However,
when times get tough, who is one of the first people to get laid off? It is the process improvement
practitioner. Why does this termination occur, since one would think that in tough times process
improvement is needed the most? Apparently, the efforts from improvement practitioners are often
not viewed by senior leadership as important to the enterprise as a whole.

Consider also, why is it that scorecards often indicate an improvement was made only to find that
things then again degraded? Did one really make an improvement when a red-yellow-green
scorecard transitioned from red (i.e., the metric goal is not being met) to green (i.e., the metric goal
was met), when the metric’s color later transitions back to red? In processes, often there can be
transitioning between the red and green colors when no improvement has been made!

Shouldn’t organizations be doing things “smarter?” What does the organization need to make the
business more successful? What are the major business management issues of leadership that
should be addressed?

Leadership Business Management Issues

The following four leadership business management issues items can create much waste in an
organization:

1. Executive management receives a monthly 60+ slide presentation or a huge
spreaadsheet file, which nets out the status of the organization’s
performance metrics.

This report, which took much preparation resource, has out-dated information, can be
difficult to interpret, and does not present information in an actionable format. Data are only
historic and not presented in a timely fashion with prediction statements. Management
would benefit if it had reporting that it could access at any point in time in order to have a
high-level view to successfully “thin slice” its decision making process.

2. Quarterly executive management reviews (EMR) are lengthy and
questionable in value.

EMRs consume much resource for both executives and presenters. Presentations could
highlight the status of corrective and preventative actions (CAPAs), but an alighment with
business performance metrics is often lacking.
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3. Resources are wasted in fighting fires, and the benefits of process
improvement efforts seem questionable.

Issues of the day that are supposedly resolved only reoccur. Also, 100 million dollars in
savings may have been reported from process improvement efforts, but nobody can find the

money.

Our organization is operating in silos where little regard is given to the big
picture.

Performance goals are set by function; however, what is right for one function might not be
the best for another function and/or the business as a whole.

Traditional Performance Metric Reports

Consider the following four actual organizational example performance metric report-outs:

Site ABC KPI Metrics Scorecard

Key Messages

]
| Oct13 | Nov-13
Key KPis Perl. %

Satisfied customers

Productivity factor company
Stock tumover

Productivity of Frodugtion (8/unit)

ABC Scrap Costs of Praduction

Quality

oyal and inncvative
employees

The premium brand when i
comes to quality
and quality culture

Operational through
Excellence | Innovation, Quality and KAIZEN Cis completed
ot Ladershis Kaizen Continous per employee
Local (%)
Environment Cost savings - $/Unit
Local Purchase (%)
We employ and develop invest in Education (hours per employes]
Employees | POTSbIe coskconseious, Employee Safely & Health - %

Skill Matrix -%
ABC Quallly Cost Praduction (S/unit)

On time Delivery - Line ltems %

Final inspection (ppm)

Customer Defects (ppm)

L ead lime order confimalion within 24 hours (%) | 96 | [ e7 [ o7 | 998 |

Total Unclean sales orders%

Avoidable Unclean Sales Orders -%

FPY%

(Complaints % contained in 48 hours

Complaints % solved in <20 days
Incoming Inspection {Local supplier and XYZ) %

Financial

share through profitable
growth

Gaining sustainable market|

ABC Growth Orders (SUS Millons)

ABC Growth Net Sales (SUS Millions)
ABC+ XYZ Growth Orders (SUS Millions)

ABC+ XYZ Growth Sales (SUS Millions)

Return on total assets (ROA) %

Return on net sales (ROS) %

e ooy NN <o5%
I 00 g9.05% [N <95%

Figure 1: Red-yellow-green scorecard
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Product A Pmd B Product C P duct D
% % Share Share % Share Share % % Share Share S Share
New Change Total Change Mar®! Change Noree! Chango| New Change Total Chango barkel Change ™! Change| New (Change| Total Change Marke! akel Change| New Change Total Chanuo el Chaﬁga arkel Change
Sales vsprev | Sales veprev (W€ vsprav T o0 vsprev | Sales vsprev  Sales vsprev veprav U0 vsprev | Sales vsprev | Sales vsprev vs prev Tml veprev | Sales vsprev Sales vsprev sz v prev Tml s prev
week week eek week week week week week week week. ‘week week. week week
13766 26.8% 47831 233% 163% 04% 16.3% -0.1%| 16474 229% 66900 21.7% 150% 03% 166% 0.1%| 11,103 18.1% 41041 196% 16% -0.1% 16% 0.0% 20666 223% 71409 222% 135% -02% 127% 0.1%
16,543 20.2% 50,525 56% 158% -0.6% 16.0% -0.2%| 20,675 25.5% 71833 74% 158% 0.7% 16.9%  0.3%) . 16% -0.1%| 25581 23.8% 75818 6.2% 140% 05% 129% 0.2%
14944 .97% 46176 -8.6% 154% -0.3% 16.0% 0.0%| 18,043 -127% 64,307 -10.5% 15.1% -0.6% 16.5% -0.3% 15% 00%| 24457 -44% 72104 -49% 14.1% 0.1% 130% 0.1%
14180 -5.1% 44,156 -44% 154% 00% 16.1% 00%| 17,035 -56% 61,152 -4.9% 148% -03% 16.3% -0.2%) 15% -0.1%| 23584 -36% 69904 -3.1% 139% -02% 13.1%  0.1%
14,590 29% 44.962 1.8% 16.0% 05% 16.2% 0.2%| 17,037 0.0% 61974 1.3% 14.9% 0.1% 16.3%  0.0%) 15%  0.0%| 24,185 25% 69990 0.1% 13.9% 00% 129% -0.2%
15,672 7.4% 49380 9.8% 156% -04% 159% -04%| 18802 104% 69285 11.8% 153% 0.4% 16.6%  0.3%) 16% 0.1%| 26335 8.9% 75735 82% 14.1% 02% 128% -0.1%
15629 -03% 46811 -52% 162% 06% 16.3% 04%| 17,677 -6.0% 64,067 -7.5% 150% -0.3% 16.5% -0.1%) 15% -0.1%) 25389 -36% 73045 -36% 14.0% 00% 13.1%  0.3%
15252 -24% 45623 -25% 163% 0.1% 16.3% 0.0%| 17040 -36% 61264 -4.4% 149% -0.1% 16.3% -0.2%) 1.5% 0.0%| 25441 02% 71843 -16% 143% 03% 13.1% 0.0%|
15,659 27% 47,178 34% 162% -0.2% 16.4% 0.1%| 17,772 4.3% 63058 29% 150% 0.1% 16.2% -0.1%) 1.5%  0.0%) -0.19%(
16655 64% 50764 7.6% 166% 05% 162% -02%| 19,700 10.8% 70595 12.0% 157% 0.7% 16.6% 0.4%) 16%  0.1%) 0.0%|
16,399 -15% 47655 -6.1% 17.1% 0.4% 16.5% 03%| 18,139 -7.9% 64,781 -8.2% 153% -0.4% 16.6% 0.0%) 15%  0.0%) 0.2%|
16,098 -1.8% 47,039 -1.3% 172% 0.1% 16.6% 0.1%| 18,442 1.7% 63487 -2.0% 158% 0.5% 16.6% 0.0% 1.5%  0.0%) 0.2%)
15294 50% 46242 -1.7% 166% -0.6% 16.5% -0.1%| 17,982 25% 62445 16% 156% -02% 16.5% -0.1%) 1.5%  0.0%) 0.0%|
16,565 83% 50045 82% 17.0% 04% 166% 0.1%| 18602 34% 67219 76% 153% -03% 164% -0.1% 16%  0.0%) -0.2%]
15305 -7.6% 47943 -42% 163% -0.7% 16.5% -0.1%| 17,458 -6.1% 64249 -4.4% 152% -0.2% 16.4%  0.1%) 1.5%  -0.1%) -0.2%f
15,764 3.0% 46619 2.8% 169% 06% 16.6% 0.1%| 17,443 -0.1% 63,398 1.3% 15.3% 0.1% 16.4%  0.0%) 1.5%  0.0%) 0.1%|
16,139 24% 47265 14% 173% 03% 168% 0.2%| 17,818 2.1% 62423 1.5% 157% 04% 164%  0.0%) 15%  0.0%) 0.1%|
16,195 0.3% 48898 35% 17.3% 0.0% 16.6% -0.2%| 17426 -2.2% 65171 44% 152% -0.5% 16.5%  0.0%) 1.5%  0.0%] 0.1%]
16,790 3.7% 50,040 23% 17.1% -02% 16.7%  0.1%| 18,609 6.8% 66,981 28% 157% 0.5% 16.6% 0.2%) 15%  0.0%) -0.19%(
16,018 .46% 48037 -4.0% 172% 0.1% 17.0% 03%| 17440 -63% 62864 -6.1% 152% -04% 16.4% -0.2%) 14%  -0.1%) 0.1%|
16,706  43% 49400 28% 172% 00% 17.0% 00%| 17,355 -05% 63588 1.2% 152% 0.0% 16.5% 0.1%) 15%  0.0%) 0.0%
14361 -14.0% 46,153 -66% 16.9% -0.3% 16.9% -0.1%| 16,026 -7.7% 60815 -44% 152% 0.0% 16.4% -0.1% . .4 . 14%  0.0%) 0.0%|
17,090 19.0% 52563 13.9% 17.2% 04% 16.9% 00%| 18395 14.8% 68453 126% 153% 0.1% 165% 0.1%| 11439 227% 39 125 19.7% 15% 0.1% 15% 0.1% -0.1%|
16,571  -3.0% 49576 -57% 17.6% 04% 17.1% 03%| 17,506 -48% 64245 -6.1% 153% 00% 166% 01%| 9919 -133% 33585 -14.2% 14% -0.1% 14% -0.1%) 0.3%|
16073 -3.0% 49064 -1.0% 172% -04% 17.2% 0.0%| 17455 -0.3% 63126 -1.7% 154% 0.1% 16.5% -0.2%| 10,206 29% 33963 1.1% 14% 0.1% 14% 0.0% 0.0%
16,292 14% 49335 06% 17.7% 04% 17.3%  0.1%| 17,466 0.1% 63,170 0.1% 155% 0.1% 16.5% 0.0%| 9,552 6.4% 33591 1.1%  14% -0.1% 14%  0.0%) 0.1%)
16,607 19% 53662 88% 17.5% -02% 17.2% -0.1%| 18,501 59% 70202 11.1% 158% 03% 166% 0.1%| 10831 134% 38905 158% 15% 0.1% 15% 0.1% -0.3%f
16,919 19% 51201 -46% 17.6% 0.1% 17.3% 0.1%| 18454 -0.3% 67052 -4.5% 155% -0.3% 16.8% 0.2%| 10252 -53% 34457 -114% 14% -0.1% 14% -0.1% X b X ¥ . 0.1%]
16,401 -3.1% 49,970 24% 17.2% -04% 17.1% -02%| 18398 -0.3% 65442 -24% 155% 0.0% 16.5% -0.3%| 10415 16% 34,774 09% 15% 0.1% 14%  0.0% 26 797 3.0% 79,598 24% 147% 04% 13 6%  0.2%
Figure 2: Table of Numbers
JAN FEB MAR APL MAY JUN JLI. N.IG BEP WT Nov DEC JAN FEB MAR APL MAY JUN Jup SEP ocT DEC
Report 1 918 531 750 94 I|H 3,627] 5,
Report 2 41 8 1 B 1 1 1!! 918| 1,
Report 3 1,015 958 443 515 370, 370 437 473 41 447 313 368 538
Report 4 213 448 394 309 430, 348 274 260 276, 361 277, 170) 138
Report 5 108, 105, 191 202 168 102 102 178, 82 95 93| 162| 06
Report & 4,324 4,808 5,641 4,974 6,052 5,478 4,562 4,568 4,793 4,967 5,557 4,368 3,567
Tool Usage Trends 2013 - 2014
P N I R T R R (N I T I T T I T Il S
Fomrepor i a8 | w5 | e | w7 | s | e | ams | 4o
[areponz & | |1
| Rmport 3| 1,005 98 443 515 370 370 437 473 411
[F@=reporia| 213 | s@s | 94 | 03 | a0 | a9 | 274 | 0 | a7
Figure 3: Time-series plot
Yield
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Wastage 4,92 5.08 5.18 5.34 5.41 5.35 5.66 5.09 5.48 5.23 5.26 5.63

Figure 4: Percentages in a Table
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What actionable or non-actionable occurrence is appropriate from each of these historical-data-
reporting organizational scorecards? It is very difficult to say. Those within an organization who
have a differing “talent mind-set” could draw very different conclusions.

What is needed is a consistent system for reporting these performance metrics so that there is
consistent interpretation and action by all personnel throughout an organization. Organizations
benefit when this reporting provides an assessment of what might be expected in the future.

Predictive Performance Metric Reporting and its Benefits

The 30,000-foot-level performance reporting methodology described below is an extension of the
concepts used in statistical process control (SPC) of manufacturing processes. One extension of SPC
reporting is that 30,000-foot-level reporting provides predictive statements. This form of report
generation will be illustrated for the above percentage-in-a-table situation shown in Figure 4.
Detailed information on how to access information about a similar transitioning for all the above
report-outs to a predictive format will be provided after this illustration.

With the monthly report-out format shown in Figure 4, one might ask the following questions:

e Why should a report-out include only monthly reporting and year-to-date values? After
January 1, wastage doesn’t magically change from December 31. In addition, if something
were to change between weeks three and four of a month, this shift would not be detected
in this performance-metric-reporting approach. This tabular monthly reporting format
discourages the thought process that a process’ output is the result of its inputs and process
steps. If the normal variation in an output process response is undesirable, then something
needs to be done to enhance the process.

e Could one determine from this table if anything changed in the process over time? With this
type of performance management system metrics reporting, this question is very difficult, if
not impossible, to answer.

e  Why wait until the end of the month to see how metrics are performing? A more frequently
automated updated reporting to these charts would have its benefits, where executives and
others could access up-to-date, “thin-slice” of this information at any desired point in time.
Labor in the creation of these charts would also be saved.

e  Will this metric format for reporting lead to the most appropriate actionable or non-
actionable activities? The answer to this question is typically no. With this form of reporting,
often only "stories” are provided describing typical up and down changes that occur in the
process. Also, this form of reporting could lead to much firefighting where one takes action
trying to answer the question why a performance number has degraded from last month.
Activities of this type are not linked to process thinking and may not lead to the most
appropriate actionable or non-actionable activities.

A 30,000-foot-level predictive performance report-out for the overall wastage attribute response for
this process is shown in Figure 5. With this report-out, more data were included and the reporting
frequency was changed from monthly to weekly. These changes provide a timelier “thin-slice”
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insight to how the process is performing and what appropriate actions or non-actions should be

taken.

IEE Scorecard for Overall Wastage

n
6.5 < 1 UCL=6.402
[ ]
% 6.0 LN b °
2 55 o« o . . oo o
5 . A o0 - e e e . ® oa? ® & |X=5306
v ) o® oy ¢ ° ®
5 50 ® . e % < e °** ¢
o ® e °
451 4
LCL=4210
40, , ‘ : ‘ : ‘ . ‘ :
> x> ) ~D 0 D ) O ) A
N N J \) 3 ) ) N N
Qb(l, \'(\(L @,\\’L \\q,\'b q,’b(b th\q' &Q’ i\(" 0ct,\rl’ ’I«‘O(L
N @ S @ S

Week

Considered that the one out-of-control point that occurred was from common-cause variability.
The current process s considered predictable.
The estimated performance is 5306 per Week.

Figure 5: 30,000-foot-level Predictive Performance Report

The 30,000-foot-level predictive performance reporting process consists of two steps.

1.

The first step is to determine if the process is stable. This is accomplished through the use of
an individuals control chart. In an individuals control chart, an upper control limit (UCL) and
lower control limit (LCL) are determined statistically from the data. If a point exists outside
the UCL or LCL limits, the process may have a special-cause condition that impacted the
metric’s response. If there are no points outside the UCL or LCL limits or statistical-
determined patterns, one can state that the process is stable. When a process has regions of
stability, variation from these time intervals is from natural variations in the process, which is
referred to as common-cause variability.

The next step is to describe the processes’ capability or performance level. When there is a
recent region of stability, the process can be said to be predictable. A futuristic statement
can be determined by considering data from the recent region of stability as a random
sample of the future. If a process is stable and the prediction statement is not desirable, then
enhancements are needed to the process in order to improve its performance.

From the Figure 5 report-out of the process’ performance at the 30,000-foot-level, one can make the
following “thin slice” observations, which were not prevalent from the current tabular reporting in
Figure 4:
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e The red dot with the number 1 indicates that a special-cause condition may have occurred.
This point can be investigated relative to determining a causal condition. However, since this
point was close to the UCL limit, this value was considered in this analysis to be a response
from common-cause process variability.

e Individual points within the upper control limit (UCL) and lower control limit (LCL) range
should not be examined individually for causality. However, data in this region could be
examined collectively relative to testing hypotheses for improvement opportunities; e.g.,
differences between days of the week, departments, and machines. This insight can be
beneficial to determine what could be done differently to the process to enhance its
performance.

A predictive measurement is reported, with the understanding that, if the prediction is not desirable,
then something needs to be done to enhance the process. This type of understanding is not
typically highlighted when organizations focus on having a business that uses Gladwell’s described
“talent mind-set” management approach. Organizations who give focus to this non-system way of
thinking often make intuitive decisions that are not based on the performance of processes, which
can yield very undesirable, unintended consequences.

Many have pointed out the importance of having predictive measurements in organizations. The
30,000-foot-level performance reporting methodology is a means to achieve this predictive-reporting
objective.

Reporting Predictive Performance Measures throughout an Organization

Organizations can integrate predictive performance measurements throughout their enterprise using
an IEE value chain. An IEE value chain describes what an organization does and how it measures the
performance of what it does. An enterprise value chain perspective can provide a “thin slice” view of
what is occurring in an organization, from which beneficial decisions can readily be made. An
example value chain is illustrated in Figure 6.

Voice of the Sales and Dell.vgry of Invoice and Report
. clinical i
customer marketing . collect financials
services
Enterprise
Process . ; Patient
Management IT Housekeeping Food service fransportation
(EPM)

Figure 6: IEE Value Chain for a Hospital
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Enterprise Performance Reporting System (EPRS) software can provide automatically updated IEE
value chain performance metrics and procedural information, which is “clickable” to those who have
authorization through an organization’s network or the internet.

Figure 7 illustrates a “clickable” drilldown of what the hospital value chain might be. In this
illustration, there are two swim lanes. The top swim lane lists metrics that were agreed to for this
delivery of clinical services function relative to quality, cost, and time. Each of these metrics, through
a click of the mouse, can provide a 30,000-foot-level report-out of its recent performance level.

The bottom swim lane contains the procedures with its drill downs, which are the means for
providing the current level of process performance. A mathematical expression for this is Y is a
function of x or Y=f(X).

In organizations, often the north wing of the building is working on organizational scorecards and the
south wing of the building is working on process documentation and improvement, and these two
functions do not communicate with each other. The IEE value chain brings these two functions
together from a thin-slice organizational viewpoint.

Functional metrics relative to quality, cost, and time
I /

| Y] v=n)| /

Delivery of

Clinical Weekly errors . .
. Average daily TOC variable . Repeat
Services Length of Stay per .1 000 [ Fixed costs J [ census ] [ costs J [ Mortality J [ S
== patients =
Step B1 —» StepB2
Process: x =

Delivery of
Clinical No

Services
m—’ Step 1 Yes Step A2 Step A3 End
1
Generic flowchart or value-stream map

Figure 7: IEE Hospital Value Chain Drill Down
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The IEE System and Whole-enterprise Improvement Projects

The lower left corner of the IEE value chain shown in Figure 6 has a function titled “Enterprise
Process Management.” A drill down of this function is shown in Figure 8.

:

1. Describe 2. Describe value chain, 3 Analvae § Setaplen
visionand [ including satellite-level and —» er:'lte n'ysze satellitedlevel
mission. 30,000-foot-level metrics. P . .
metric goals.
|
i 6. Identify high o
5 Croate | | Poelimprovement | | 7. dentityana| SRR o Ll
si}ate ies —» areas and establish |—¥ execute ™ onpente rispe T ain
gles. related SMART 30,000- projects. s gain.
. goals.
foot-level metric goals.

Enterprise
Improvement
Plan

Figure 8: Enterprise Process Management Function Drill Down

The top swim lane of the Figure 8 describes the 9-step IEE business-management system. A
summary of these steps are:

1. Describe vision and mission. Vision statements focus on the goals and aspirations of a
company, while its mission statement is a statement of the purpose of the organization.
Actions relative to the following steps should be in alignment with an organization’s vision
and mission.

2. Describe value chain. As noted earlier, the IEE value chain describes what the organization
does and its measurements relative to these functions. Reporting of the metrics in an IEE
value chain can provide futuristic thin-slice statements through the previously illustrated
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30,000-foot-level reporting of operational metrics. Satellite-level metrics have a similar
reporting to 30,000-foot-level metrics but involve the tracking of financial metrics.

3. Analyze enterprise. This involves a big-picture assessment of the enterprise as a whole. In
addition to IEE value chain performance, other aspects of the business would be assessed
such as organizational constraints, competition, and industry changes. This analysis can lead
to areas of the business that could be enhanced.

4. Establish SMART (Specific, Measurable, Actionable, Relevant, Time-based) satellite-level or
financial goals. These goals should be reasonable, where achievement of these objectives is
illustrated through a satellite-level reporting transitioning to an enhanced level of
performance.

5. Create strategies that are targeted and have an alignment with the business as a whole and
its financials. Insight that is gained through the analysis step is blended with innovative
thinking to develop these strategies.

6. Identify high potential improvement areas and establish SMART 30,000-foot-level metric
goals. A big picture assessment can identify areas of the business where focus should be
given to benefit the big picture; e.g., sales process if there is excess capacity. The metrics that
are to be improved should be a part of the IEE value chain whenever possible. The owner of
these metrics understands that to achieve the 30,000-foot-level reported objective he/she
will need to improve the process.

7. ldentify and execute projects that are to benefit the enterprise as a whole. These process
owners will have a sense of urgency to complete improvement projects that are to positively
impact the metric, since he/she will be reporting the status of their metric improvement to
the boss’ boss periodically; e.g., monthly.

8. Assess project’s completion impact on enterprise goals. If a project is successful, then the
procedures in the value chain were enhanced, which positively impacted a 30,000-foot-level
metric, which in turn will positively impact the satellite-level metric; i.e., financials.

9. Maintain the gain not only through the execution of error-proof procedures whenever
possible but also by monitoring through the IEE value chain the new-level of performance,
making adjustments whenever the 30,000-foot-level chart degrades. Note how step 9 loops
back to step 3 (not step 1). What is occurring in this 9-step IEE business system loop is
basically a Deming’s Plan-Do-Check-Act cycle for the enterprise as a whole.

Figure 9 illustrates an Enterprise Improvement Plan (EIP) for the described hospital illustration; i.e., a
drill down of a function in Figure 8.
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Business Goal Strategies High Potential Areas Projects
Step 4 Step 5 Step 6 Step 7
Return market
Increase share to a
—» monthly Marketing monthly mean
revenue of 56% in 14
Return months.
reported
monﬁhly prqfit Return level of
margin median house keeping
to 11.9% in 14 . lity to a
Improve Housekeepin quaiity
months. P ; ping monthly mean
customer view .

- of 8.11in 14
of services th
satisfaction. MONTS.

Return level of
—™ customer dis- Reduce
satisfaction to diagnosis to
no higher than bed time
a proportion of Patient compliance
0.10in 14 transportation rate of 30
months minutes from
93% to 50% in
14 months.
Delivery of w:si:;zeby
.
—» Reduce costs cllnl_cal 10% in 10
services
months.

Figure 9: Enterprise Improvement Plan (EIP) for a Hospital

From an EIP one notes how improvement projects are in alignment with the business needs as a
whole.

Improvement Project Execution and Benefit Quantification

IEE offers a means where metric enhancements, which benefit the enterprise as a whole, “pull” for
the undertaking of efforts that improve these measurements.

When metric improvement needs are strategic, executive management will want frequent updates
on how process improvement efforts are progressing to enhance the selected measurements.
Because of this visibility, these focused process enhancement efforts will not fall off the plate of the
project owner and/or project-execution leader because of other competing day-to-day activities.
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Improvement projects to advance a 30,000-foot-level metric to a better performing level can utilize a
Lean kaizen event, follow a Lean Six Sigma Define-Measure-Analyze-Improve-Control (DMAIC)
roadmap, or incorporate some other approach to improve the process. In the IEE methodology, the
approach to improve a measurement does not matter.

One of the measurements in Figure 9 to improve the enterprise’s profit margins was the reduction of
wastage. Figure 5 indicated current operational wastage for the organizational process to be
approximately 5.3%. A DMAIC project was executed for the purpose of establishing new procedures
that would improve this process’ wastage metric.

During this investigation, various hypothesis investigations of the region of stability could identify
differences between operators, days-of-the-week, etc., which can provide insight to where
improvement efforts should focus. Figure 10 provides the result of process improvement efforts to
this metric.

IEE Scorecard for Overall Wastage

Old Method New Method
8- .
) 7 .
()] ° I
2 6' Y . ]
S e % *° . e ®e% o0 | ycL=5489
. .
§ 51 e ® o0 *°% o % 0e®* 00 o°, , 0° oo % °
& ® "o | X=4.343
4. Z
3. | LCL=3.198
(T T T T B B TR I TN R
CABRCISRCII IR AR R R AR A R
F o o & F S S S
RN A NS A RPN\ T AN N N

Week

The current process is predictable
The estimated performance (s 4.3 per Week.

Figure 10: Demonstrating Amount of Wastage Reduction from Process Improvement Efforts

From Figure 10, it is observed that:

e Animprovement was demonstrated from the “new method” as a stage in the individuals
chart. Currently the last three weeks are performing at this enhanced level of performance.

e Since the new process is determined stable with this form of reporting, the three recent
points can be used to provide an estimate of the future, which in 30,000-foot-level reporting
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is automatically reported at the bottom of the plot; i.e., 4.3% wastage. When this value is
compared to pre-process-improvement level of 5.3% wastage, one notes that the EIP
improvement objective of 10% reduction in wastage was exceeded through execution of this
project.

A 30,000-foot-level chart report-out not only can detect when a measurement was impacted by a
process improvement effort but also estimates the amount of improvement.

How IEE Addresses Leadership Business Management Issues

The following four leadership business management issues were initially described in this article.
What will now be described is how an IEE solution can address these problems. This thin-slice
approach to business management addresses the issues of a “talent mind-set” and meet-the-
numbers-or-else approach to management through and enhancement and integration of previous
methodologies, as illustrated in Figure 11:

1. Executive management receives a monthly 60+ slide PowerPoint deck or a
huge excel file, which nets out the status of the organization’s performance
metrics.

An |EE value chain with automatic updates provides up-to-date information, where
performance metrics are reported predicatively and can be accessed at any time throughout
the organization. Executive and other meeting presentations can make reference to specific
value chain metrics, along with appropriate action plans or results, when appropriate.

2. Quarterly executive management reviews (EMR) are lengthy and
questionable in value.

Monthly or quarterly reviews benefit when there is a targeted focus to strategic metric
improvement needs, as determined through an IEE Enterprise Improvement Plan (EIP). In
EMRs, managers of processes that are to improve their predictive performance metrics
should be given primary focus in the session. During EMR reviews, these targeted areas
would report out the status of their 30,000-foot-level metrics and process improvement
project(s).

3. Resources are wasted fighting fires and the benefits of process
improvement efforts seem questionable.

Firefighting is often the result of treating common-cause variability as though it were special
cause. This issue is resolved with 30,000-foot-level reporting. If a process’ response has
common-cause variability and its performance is unsatisfactory, a process improvement
effort needs to be undertaken. A transition in the 30,000-foot-level individuals chart to an
enhanced level of performance indicates that effective improvement efforts were achieved.
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Application of an IEE Enterprise Improvement Plan (EIP) targets improvement efforts that
benefit the enterprise as a whole; hence, executives, and others, can readily see and
appreciate the efforts of process improvement efforts.

4. Our organization is operating in silos where little regard is given to the big
picture.

An IEE value chain presents organizations as a system of interconnected processes with
predictive performance metrics that break down silos. Organizational performance metrics
goals can be established through an Enterprise Improvement Plan (EIP) where the enterprise
as a whole benefits through targeted improvement efforts.

US-Japan: Statistical System
Methodologies

Shewhart at
Bell Labs B Ohno, Shingo
eming Qna Production

Ishikawa .
Fishbone Diagram ¢

Kaplan-Norton The
Balanced Scorecard

TRIZ QSS/A; Integrated
Enterprise
ﬁ(?\ S Excellence
Goldratt Motorola, GE
Juran TQM )'smith at Motorola Lean
Quality Six Sigma

Management Taguchi

Experiments =E

Design of

Figure 11: Evolution to the IEE Business Management System
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Summary

It was previously noted that Gladwell, in his book What the Dog Saw, makes a good case that the fall
of Enron after the turn of the century was in part caused by the use of “talent management,” where
these organizational stars don’t believe in systems. It has been my observation that businesses still
often manage using this approach, which can have grave consequences. Organizations need to
incorporate a business-management methodology for creating systems that benefit the enterprise as
a whole.

The described Integrated Enterprise Excellence (IEE) system provides a straightforward methodology
for addressing this need. It still will be important to hire the right people and get them into the right
positions for their skill set; however, with the IEE roadmap organizations and its created systems
there is no need to focus on hiring superheroes for positions in their organization.

It was also noted how Gladwell points out the importance of “thin slicing” in his book Blink.
Organizations often get such an overload of information that is very difficult to make appropriate
action or non-action decisions. The presentation of this information can make good decision making
very difficult; e.g., Figures 1-3. The use of “Big Data” techniques can exacerbate this dilemma.

The IEE roadmap with its organizational value chain provides a “thin slice” view of an organization
along with a system to identify how the organizational business processes and policies can be
improved so that the enterprise as a whole benefits. The IEE methodology provides a system to
implement the business-management philosophy of W. Edwards Deming.

Next Steps

Leadership, management, and practitioners in an organization often readily see the benefits of an IEE
system; however, they often have difficulty determining where to start. Strategies for initiating IEE
and creating predictive performance metrics are described in the novel-written books Management
2.0: Discovery of Integrated Enterprise Excellence and Leadership System 2.0: Implementing
Integrated Enterprise Excellence. These two books are available in paperback, Kindle e-book, and
audible book formats.
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