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Student of the
Year Award 2005/6
We are pleased to announce that the 
prize for the Student of the Year award 
for 2005/6 has been awarded, to a 
delegate who attended the training 
division of Chinal Management Services, 
the Harry Mitchell College. 

The prizewinner, Ruth Corfi eld, 
attended the college during August and 
September 2005.

Despite the fact that her attendance 
period coincided with changes to 
the syllabus for the Institute of 
Management Services IMS Certifi cate (a 
testing period of adjustment for both 
the college and the delegate), Ruth 
showed her considerable talent and 
hard work to an exceptional degree.

Not only was she able to master the 
principles of the work measurement 
course, enabling her to pass the theory 
examination with distinction, she 
produced an almost fl awless result in 
her practical examination.  In a class 
of 12 delegates of a generally high 
standard, she was head and shoulders 
over her classmates in her performance.

She maintained this high standard 
during her attendance at the college 
for the newly designed lean methods 
developer course.

This important ceremony for the 
presentation of the award to Ruth was 
carried out by Geoff Mansfi eld and 
other members of the IMS Council on 
Friday 19 January 2007.  The Council 
members congratulated her on 

achieving such an exceptionally high 
standard in her studies.  They and the 
staff at the Harry Mitchell College, wish 
her well in her career development, safe 
in the knowledge that her studies should 
provide an excellent foundation for her 
future progress.

2006 was another 
year of great 
change for 
the Institute 
and again I am 
indebted to the 
members of 
Council and other 
active members, 
who have 
worked so hard 
to implement 
the change that 

we introduced. I think that most people 
today would agree that in business we 
often focus on the negative results and 
fail to celebrate the successes. Honorary 
Fellowship is the highest award the 
Institute can make to a member and at the 
last Council on 19 January we conferred 
this honour on seven members. In essence 
we were celebrating success.

The seven recipients fall into two 
groups, the fi rst group comprises members 
who have supported the IMS over many 
years as Branch and Region offi cers and 
have maintained an enthusiasm for our 
Institute. The second group comprises 
members who have delivered the IMS 
Certifi cate and Diploma over many years 
and are in positions where they are able 
to project a professional image of the 
Institute to organisations. They have over 
the years introduced many new members 
to the Institute and we hope that they 
continue to do so for many more years. 
It gave me great pleasure to present the 
Honorary Fellowships and I know from 
the recipients that it meant a great deal 
to them.

We start 2007 in really good shape 
and have reduced our operating costs to 
almost the minimum possible which bodes 
well for the future. Elections to Council 
take place this year and details appear 
on pages 7 and 8 of this journal. I would 
urge Corporate Members of the Institute 
to consider standing for election to the 
Institutes Council of Management. As a 
Council member you would be joining 
a highly effective  team that is charged 
with managing the Institute’s affairs and 
shaping its future. 

John Lucey
Chairman

Institute News

Celebrating 
success
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Mike Seaman was also awarded Honorary 
Fellowship, but was unable to attend 
the presentation due to a long standing 
work commitment. Mike has been with 
Scott Grant since it was established and 
is the training and development director. 
He has supported the IMS over a long 
number of years and managed the project 
to develop a new time study DVD for the 
certifi cate course.

Institute News

John started 
his working 
life in 
production 
engineering 
and then 
became a 
partner in an 

entertainment agency and managed a 
rock band for a while. John then joined 
Nottingham Manufacturing in MTM, 
joined the Institute and passed the IMS 
examinations. In 1976 he joined Mansfi eld 
Brewery as the training manager and was 
appointed personnel director in 1990. 
He  acknowledges the great infl uence 
his management services background 
has had on his career. Following his 
retirement in 2000 he  continued as a non 
executive director. During all that time 
John has given great service to the East 
Midlands Region and recently published 
a book entitled the Alternative Mansfi eld 
Brewery.

Bob completed 
an engineering 
apprenticeship 
with Dobson 
& Barlow and 
then became 
a ratefi xer 
with them. 
After a short 

spell in India he took a one year course 
in education and joined the Cotton 
Board Productivity Centre. He joined 
Oldham College of Technology in 1962 
and was involved with the IMS exams. He 
joined the IMS in 1964 and soon became 
involved with the North West Region.  
In 1967 he became a senior lecturer in 
work study at Bolton Institute of Higher 
Education and remained there until 1985. 
Bob has had an infl uence on the career of  
many IMS members in the North West.

Ray started his career with British rail in 1959, completed his IMS training and undertook a variety of 
assignments throughout the Western BR region. In 1965 he joined Leicester City Council as a work 
measurement offi cer and in 1968 he was promoted and worked in the Borough Architects department. 
on a number of housing projects. In 1970 he joined the London Borough of Enfi eld (LBE) as the work 
study manager and later as principal management services offi cer. In 1990 Ray was appointed head of 
consultancy services for LBE. During his time in management services he has been involved with the 
Eastern Region and maintained a great passion for the IMS.

Following a career in the UK, USA and 
Japanese automotive industries Eugene 
worked as an operational consultant 
within the petro chemical sector in the 
middle and far east and is currently the 
MD of Chinal Management Services Ltd. 
For over 30 years he has been involved 
with the IMS and has served on the IMS 
Council and several specialist groups. He 
is involved with training and providing 
consultancy services to a wide range of 
businesses, public bodies and governments.

Brian was educated at Morley Grammar 
School and Leeds University where he 
studied textile design. Following his 
national service in the RAF he returned 
and accepted the responsibility for the 
introduction of work study. In 1960 he 
returned to full time education and later 
joined Arnold & Sons as management 
services manager. In 1968 he rejoined 
Leeds College of Commerce and spent the 
next 20 years with them. During his career 
Brian has maintained a close relationship 
with the IMS and has contributed to the 
development of the IMS examination 
structure.

Prior to becoming MD for Scott Grant, 
Richard had a great deal of experience 
in a variety of industries. Over the last 
20 years he has supported the IMS in a 
number of ways, which have contributed 
to the development of the IMS certifi cate 
and diploma programmes. More recently 
Scott Grant has produced a new DVD for 
the certifi cate time study examination, as 
well as participating in the ‘outsourcing’ 
of the examination process. At all times 
Richard has always maintained a very 
professional approach and has been a 
loyal supporter of the IMS.

John ElseJohn Else

Bob FletcherBob Fletcher Eugene ChinalEugene Chinal

Brian CuthbertBrian Cuthbert Richard TaylorRichard Taylor

Ray MartinRay Martin

Mike SeamanMike Seaman
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Institute News Website
In order to inform members of 
current events and other matters 
which may be of interest, the Eastern 
Region Board has established a 
website: www.imseasternregion.
co.uk. We hope members will visit 
the site to contribute ideas and 
comments to let us know what we 
can do to make the site even more 
valuable and relevant for you.

The ER board  would like to know if 
any members would be interested in 
attending any of the events shown 
below.

Summer events
Cruise on the ‘Orwell Lady’
A cruise on the ‘Orwell Lady’  from 
Ipswich to Harwich Harbour. Lasting 
around three and a half hours, 
journeying down the River Orwell 
past Pin Mill to the Stour Estuary. The 
cruise includes the opportunity to see 
(weather permitting) the UK’s largest 
container port at Felixstowe, Harwich 
Harbour, and historic Harwich, before 
returning back up river to Ipswich. 
(Guide price £12.)

BA London Eye and river 
cruise experience.
A fl ight on the the BA London 
Eye, the world’s tallest observation 
wheel at 135m high. Located on the 
banks of the River Thames it offers 
unrivalled views over London. Plus 
a 40 minute circular cruise on the 
River Thames with fascinating live 
commentary presented by trained 
guides. Highlights include the Houses 
of Parliament, St Paul’s Cathedral 
and the Tower of London. Suitable 
for all weathers, the boat has both 
covered and sun deck seating and is 
fully wheelchair accessible. Toilets are 
available onboard. (Guide price £24.)

Autumn event 
An early evening meeting at 
Portcullis House, Westminster on 
the subject of ‘lean management’. 
An opportunity to learn more 
about this subject and express your 
views on its future application. If 
members are interested it may be 
possible to arrange an escorted tour 
of the Houses of Parliament at the 
conclusion of the meeting.

In order to judge the level of support, 
prior to making the necessary 
arrangements to hold these events 
or if you want any more information, 
please contact Ray Martin, tel. 020 
8366 2445. Email: raymartin@lineone.
net as soon as possible.

Visit to Reebok
Stadium, Bolton
(Home of Bolton Wanderers FC)
Tuesday 24 April
Meet at the Superstore at 2.10pm
Guided tour starts at 2.30pm
Cost £2.50pp
To reserve a place, please contact Ian 
Cooper 01257 42138 or Keith Gowing 
0161 962 0367.

Scott-Grant’s Student
of the Year
Since September 2005 Scott-Grant has 
trained a wide variety of delegates 
for the IMS Certifi cate, both at its 
training centre in Manchester and at 
in-company courses. In a review of 
the fi rst 12 months of running the 
new syllabus, ie until August 2006, 
the company nominated Gary McRae 
as Student of the Year.
A management services offi cer from 
Dundee City Council, Gary achieved 
the highest mark in each of the four 
modules in the review period. Further 
details will appear in the next issue.

The 36th Regional AGM took 
place on 13 January at the Rigbye 
Arms in Writington. The Chairman 
reported that it had been a quiet 
but satisfactory year for the Region. 
He noted the two successful and 
enjoyable visits, fi rstly to Robinson’s 
Brewery then to Stonyhurst in the 
Summer.

The treasurer reported tht the 
Region’s activities had been self 
fi nancing and that we had been left 
with a substantial surplus.

The election of offi cers resulted in 
a number of changes to the board. 
The composition now comprises:

Chairman Kevan Kelly
Deputy Chairman Neil Wilson
Secretary Harry Hogg
Treasurer Len Price
Minutes secretary Frank Booth
PRO Keith Gowing
Events coordinator Ian Cooper
Education & Liaison Bob Fletcher
Council delegate and 
IMS treasurer David Blanchfl ower

The retiring Chairman proferred 
his thanks to the members for their 
efforts during the year.

Regarding the 2007 programme, 
arrangements have been made for 
a visit to the Reebok Stadium (see 
notice) and two other proposals are 
being considered.

6  Management Services  Management Services Spring 2007Spring 2007
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 Institute of Management Services 
Brooke House, 24 Dam Street, Lichfi eld, Staffordshire WS13 6AB 

To All Corporate Members  5 March 2007

Elections to Council of Management

At the Annual General Meeting to be held on Friday 5 October 2007 the following members of the Institute’s Council of 
Management will retire. They are, however, all eligible for re-election: 

D Blanchfl ower                 RC Bridges                 GP Mansfi eld                 LV Rose
 
Nominations for the vacancies so caused may be made by submission to me at the Institute’s Head Offi ce, Brooke House, 
24 Dam Street, Lichfi eld, Staffordshire WS13 6AB not later than 5pm on Wednesday 11 April 2007 on the form overleaf. 
Will you please note that the nominee must be a corporate member of the Institute and be nominated by two other 
corporate members. Nominees must sign the undertaking to accept offi ce if elected and provide details of themselves which 
may appear on the ballot paper. 

In the event of the number of nominations exceeding the number of vacancies, ballot papers will be despatched to all 
corporate members on Friday 8 June 2007. The Closing date for receipt of voting papers will be 2 July 2007 and the results 
of the election will be declared at the Annual General Meeting on Friday 5 October 2007.

The nomination form overleaf may be photocopied to avoid damaging your journal. An acknowledgement will be sent to 
the nominees as soon as the form is received. 

The following notes outline the general duties and responsibilities of a Council member: 

The Institute is a company limited by guarantee and is governed by the provisions of the Companies Acts. Its Memorandum 
and Articles of Association specify what it may do and how it should conduct its affairs. The business of the Institute is 
managed by the Council of Management who may do anything within the Memorandum and Articles of Association which 
is not contrary to any statute or is not required to be done by members in general meeting. This responsibility is a collective 
one and Council normally act through Council meetings. Council may of course delegate to committees or individuals but 
it has the fi nal responsibility. 

Council members are in a fi duciary relationship to the Institute and must exercise their powers for its benefi t using reasonable 
diligence and care. They are required to take proper account of the interests of the Institute’s employees as well as its members. 
They act as agents of the Institute and only become personally liable if they authorise any act or expenditure outside the 
Constitution. They may not receive any remuneration or benefi t as Council members except out of pocket expenses; this 
includes benefi t of any contract with the Institute by a company of which they own 100th of the share capital or more. 

Apart from presenting annual reports and accounts and appointing certain offi cers the Memorandum and Articles of 
Association lays no specifi c duties on the Council. Its responsibility is a general one of running the affairs of the business. 
Any individual responsibility springs from authority given by the Council and this will clearly vary from time to time. 
Council members are expected to serve a four year term of offi ce and to attend all Council meetings (normally two or 
three each year). To be a member of at least one committee (meeting three or four times a year) and to represent Council at 
region, or specialist group meetings if called upon to do so. 

Harry Downes
Secretary

Note: Candidates must enclose a good quality photograph of themselves and up to 50 words indicating why they wish to be 
elected to Council. This, together with the photo, will be published in the July Journal. Candidates must also let me have 
a maximum of 150 words giving details of their industrial/public service/professional experience relating to Management 
Services and/or past service to the Institute which will appear on the ballot form.  If necessary, please add an addtional sheet 
to accommodate your details.
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Nomination
for Council of
Management

Institute of
Management
Services CLOSING DATE FOR NOMINATIONS

5.00PM WEDNESDAY 11TH APRIL 2007

Surname

Address

Employer at 1 April 2007

Current office(s) in the Institute

Why I wish to be elected to Council (50 words max.)

Industrial/Public Service/Professional experience relating to Management Services and/or service to the Institute (150 words max.)

I hereby agree to serve on Council should
I be elected thereto. The details given about
Myself are true and correct in all respects

I hereby agree to serve on Council should
I be elected thereto. The details given about
Myself are true and correct in all respects

Signature:

Date:

Job Title

Postcode

Forenames

Daytime Tel:

Age

Grade

NOMINATED BY
Surname Initials Grade Signature

2

1

Spring 2007 Management Services8
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Corporate Strategy

Soft due diligence – Only 20% of M&A 
activities achieve the synergies for which 
they were created

How many business people would 
buy a used car or a house without 
spending some time checking 

them out fi rst? Very few of us would 
commit to such an investment without 
some form of thorough examination. 
Change the scenario to the context of 

M&A. How many apply different rules 
and logic when they buy or acquire a 
company? You cannot tell everything 
about the company from the balance 
sheet or the profi t and loss account. 

Much of what drives most businesses 
is the intangible element of ‘human 
capital and the culture refl ected in 
performance levels, which is the cause 
that drives fi nancial performance. 

Without harnessing the potential of its 
people, a company is worth nothing. 
Unless someone makes a sale there is 
no business. People cause events and 
businesses to bloom. You would be 
forgiven for not thinking this is the case, 
when we traditionally value the worth of 
potential business acquisitions with the 
sole focus on strictly fi nancial measures. 
We argue that to make a deal work 
you have to shape the culture of the 

organisation to deliver 
outstanding value and 
return for the investors.

In reality, sometimes the nearest 
a management group get to 

understanding the dynamics 
of a newly acquired business is 
opening the ‘books’ on day one 

after acquisition or merger. 

Due diligence
I know that the corporate lawyers and 
the key investors, accountants and 
various auditors will have examined the 
fi nancials, but have they really grasped a 
picture of what makes the company tick? 
To illustrate this point, I was working with 
a large automotive group headquartered 

in the USA who were buying up suppliers 
all over the world. At that time, the 
group had not undertaken much analysis 
of a potential business capability beyond 
fi nancial the considerations. For instance, 
could existing manufacturing machinery 
be adapted to the product range? 

What is the current level of investment 
in manufacturing systems and robotics? 
How well does this match the rest of the 
group? To what degree are strategies, 
policies, systems and processes of the 
potential acquiree aligned with their 
suppliers? Can their suppliers be neatly 
tailored to work together? What 
about the suitability of distribution 
and logistics? Will current distribution 
channels in the other business replicate 
our existing logistics? With this aid or 
confuse our customers? Has the soon to 
be acquired company the ability to deliver 
JIT with suppliers, or are they operating 
on a much more immature model of 
customer-supplier relationship? 

In the case illustrated above, it was 
only after much debate from the 
manufacturing strategy VP and each 
of the operational facilities in several 
geographies, that is was agreed that a 

How strategies of soft due diligence can leverage the rewards of mergers and 
acquisitions and business expansion, part I.

By Philip Atkinson & Dara Clarke

The world is getting smaller and 

the competition for the 

best businesses is underway
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To make a deal work you have 

to shape the culture of the 

organisation to deliver 

outstanding value and 

return for the investor

manufacturing engineer join the due 
diligence group. Up to this time it had 
been composed of accountants and 
lawyers. Now due diligence would have 
to ensure that potential new acquisitions 
conformed to a whole raft of capabilities 
which went well beyond fi nancial analysis 
and even focus on ‘cultural fi t’.

Nightmare partial integration through IT
What may appear on company balance 
sheets to be naturally synergistic can 
be a nightmare to align together. Our 
understanding is that the ‘norm’ in 
integrating businesses is that not much 
effort will be devoted to integrating 
two or more cultures and effort often is 
expended on IT to the detriment of the 
culture.

We are aware that some companies 
undertake a signifi cant technology audit 
of IS/IT but not all companies 
move to that level 
of analysis. The audit 
may uncover several 
confl icting systems 
connected by a series 
of ‘black boxes’. This 
may ensure suppliers 
and staff are paid on 
time and that payments 
can be processed interna-
tionally, but there are 
much bigger issues to 
bridge.

Is IS or IT the enabler 
or driver to business 
solutions? Does IS/IT in both 
organisations occupy the 
same strategic position? Is IS/
IT seen as a core competence 
or, rather, a means to an 
end to process and transfer information 
for decision-making? Is one company 
technology leader in driving change and 
the other the equivalent of an IS Luddite 
in terms of scope and innovation? 

Key strategic questions
Key strategic questions arise that may 
not be apparent to the business leader 
who wants the acquisition or merger 
to go ahead speedily. Although natural 
synergies may appear to arise from a 
new acquisition, joint venture or merger, 
the scope of investigative work is mostly 
undervalued and simply left to chance.

It is at this stage, prior to purchase, 
that we must ask, have the right 
questions been posed. However, often 
their inclusion is seen as not helpful in 
supporting decisive actions. M&A or joint 

ventures and the 
creation of new entities 
is often conducted in 
less than a conducive 
environment. Hostility may 
comprise part of a takeover 
or merger and too much 
prevarication on the part of the 
hungry CEO wanting to shape 
a new business, detracts from just 
doing the deal.

‘Deal making’ is not always 
conducive in an environment when 
trying to attempt an informed, accurate 
and speedy investigation into potential 
synergies whilst identifying opportunities 
and threats. 

Benefi ts of due diligence
In an ideal world, the 

composition of a due 
diligence team far surpasses the group of 
investors, fi nanciers, bankers, accountants 
and lawyers. The bill for this variety of 
‘due diligence’ latterly comes to millions 
in terms of fees. To include other profes-
sionals requires a substantial investment 
in research but delivers a huge return 
on investment. This strategy works 
because it is investing in prevention. 
Please remember that roughly only 
20% of acquisitions or mergers actually 
achieve the synergies for which they were 
originally created.

Soft due diligence
The term focuses more on the hard 
fi nancials and PE ratios etc. ‘Soft due 
diligence’ takes account of measuring 
the cultural landscape of the potential 
acquired partner or business. Further, 
this must be compared with the existing 

business to examine complementary 
synergies and those that will act as a 
brake or barrier on business performance. 
This soft due diligence is not hand 
holding and measuring ‘organisational 
climate’, but focusing with precision on 

those areas that can make 
the deal worthwhile or 
leave the acquisition and 
the new business entity 
fl oundering, directionless 
and without drive or 
energy. 

This becomes even 
more critical in the 
scenario where there 
are cross border 
implications. What 
are the geographic 
barriers to 
integration? Are 
there any major 
cultural trends 
in a geography 
that would 
hinder growth or 

expansion in another culture? 
Simple things such as religious beliefs may 
act as a stopping point. A company with 
western type policies and management 
styles may have diffi culty operating in a 
predominantly Muslim country.

Culture  consequences
IBM recognised the cultural divide many 
years ago when, in the 1960s, they 
commissioned research to understand 
the broad cultural differences that exist 
in other countries. These extensive and 
largely secretive fi ndings and analysis 
helped IBM enormously in creating new 
partnerships and their own divisions 
and manufacturing capabilities in more 
than 60 countries throughout the world. 
Other companies, such as General Electric, 
Motorola etc commit to this process. 
Benefi ts can accrue to all businesses and 
in all sectors. 

Beware, the cultural divide between 
some countries could create major 

Spring 2007 Management Services10
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Simple things such as religious 

beliefs may act as a stopping point

issues that hinder business integration. 
There are no impossible scenarios – just 
situations which require more work. 

For instance, how is it that the entity 
created between a largely US, fast 
changing, technology driven company 
committed to aggressive growth, creates 
a new entity with a Japanese business 
renowned for their patience in R&D, 
quality improvement and commitment to 
JIT with a solid supplier base? 

The two cultures may appear to be so 
different that you may think the new 
business entity could not possibly work. 
It will not if the analysis of soft due 
diligence is not incorporated into the post 
acquisition integration strategy.

Okay, we are not saying in the example 
that this business venture will not work 
– rather that the two partners have to 
make it work and  invest time and energy 

in creating the culture for the new entity. 
It will not happen or evolve by accident.

Diagnosis – soft due diligence
Without drilling down into the detail, 
the diagnostics that support this level 
of analysis have to be both precise and 
strategically focused at the same time. 
Further, if data collection and diagnostics 
take months to process and analyse 
this time of indecision could inhibit the 
success of the potential business, or open 
up opportunities for competitors to either 
stalk the potential partners or even act 
quickly in the market to set up a rival 
bid or venture. Speed of decision making 
can create the ‘barriers of entry’ that the 
partners may need to keep others at bay. 
Indecision and poor analysis get the new 
business off to an extremely bad start. 

Summary thoughts
In the world of mergers, acquisitions, 
joint ventures and business expansion, it 

is clear that Investors need to be aware 
that they can often make the wrong 
decisions. Invariably, such decisions are 
based on inaccurate data. In too many 
cases, the data is focused solely on 
trading agreements, legal documents, tax 
possibilities and basic fi nancials. 

To make M&A activity and business 
expansion powerful, profi table and 
purposeful, we have to get the right 
picture of the culture of the business. 
This goes far beyond IS/IT considerations, 
manufacturing strategies and capabilities, 
marketing mixes, product portfolios, sale 
strategies, innovation and new product 
development, country culture, organisa-
tional cultures and politics, country values 
and management style.

It is easily possible to develop a solid 
picture of 
opportu-
nities for 

the business, predicting areas of risk and 
closing these quickly, but this can only 
be achieved through viewing the whole 
creation of the new entity adopting the 
soft due diligence business model and 
diagnostics outlined here.

Conducting a preacquisition
investigation
Soft due diligence is an indepth 
intervention, enquiring and investigating 
the relative health of an organisation. 
Our diagnostic skills are concerned with 
investigating disease and fi nding cures 
for what ails the body corporate. As 
corporate surgeons or diagnosticians are 
deciphering cause-effect relationships, 
within the business, it is vital to create 
prescriptive measures and regimes which 
when applied will generate wealth and 
health. 

Traditional due diligence, whether 
undertaken by investors, lawyers or 
accountants is time consuming and 

much that is analysed, studied, discussed 
and debated is strictly legally bound by 
contractual documents of ‘non-disclosure’ 
and ‘confi dentiality agreements’. Most 
acquisition or business expansion is 
commercially sensitive, which others 
can use to their advantage so it is not 
surprising that assumptions are made and 
trade-off is taken. Risk is what business 
expansion is about, whether it be organic 
or acquired business expansion. However, 
the risk is reduced substantially by 
undertaking some cultural analysis as well 
as pure fi nancials.

Confi dentiality and need to know 
The benefi ts of working in creating 
a new entity commercially will have 
an impact on the share price and 
investment decisions of all partners to the 
transaction, so all parties have to consider 
‘what if scenarios’ and won’t wish to 
advertise too much or show too much 
interest in their partners, their quest or 
their prey! Frequently, only the CEO and 
Chairman of the two or more businesses 
will know what is happening at any one 
time. 

Thin on the ground: Methodologies for 
soft due diligence 
Surprisingly few companies have set in 
place a discipline and a methodology 
for diagnosing the ills, opportunities 
and hazards that are likely to mature in 
potential commercial partnership. Often, 
decisions that drive acquisitions are based 
purely on numbers and optimistic and 
unrealistic assumptions. Some others 
have argued that the ambitions of key 
CEOs are the driving force for business 
expansion. 

Key dealmakers want to dominate 
the market and make a difference to 
trading and performance. Key players 
like this can make a signifi cant impact 
on the performance of their businesses 
and will probably benefi t substantially 
from taking the right decision or the right 
calculated risk.



Smart organisations design and nurture

their own culture and

have business models
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Strategies for soft due diligence
Very few businesses have in place 
strategies for soft due diligence and 
those which do, are usually renowned 
for their extensive acquisitions as a key 
component of their overall corporate 
business strategy. Two companies 
immediately leap to mind. Jack Welch, 
CEO, led the ever-powerful General 
Electric (now run by Jeff Emmelt) to 
create the acquisition fever for which 
GE is renowned. In the GE empire very 
few days go past without purchasing, 
merging or divesting one of its 
businesses. GE has a powerful set of 
processes in place to undertake both 
soft due diligence and post acquisition 
Integration. They commit to them every 
time. The same performance is mirrored 
by Fred Goodwin, CEO of the Royal Bank 
of Scotland. In his hands, the business 
has grown to become the sixth biggest 
bank in the world.

The business models that both 
businesses employ are well tested and fi t 
neatly into a series of soft due diligence 
and post acquisition strategies that can slot 
into place, depending on the size, the type 
of business and the geographic culture or 
cross border deal that is taking place.

As most organisations focus more 
on the hard areas such as strategies, 
systems, processes and technology, 
companies like RBS and GE also commit 
greatly to investigate how businesses are 
managed.

Philip Atkinson is Director of Learning 
Strategies Ltd, specialising in strategic, 
behavioural and cultural change. He is 
also Director of Woburn Consulting which 
is a new business focused on mergers, 
acquisitions and business expansion. 
He is a consultant in the UK, Europe 
and United States and works closely 
with several consultancy businesses 
including the White Clarke Group and 
Woburn Consulting. He has written seven 
business books and published many 
articles, speaks at conferences and runs 
workshop sessions. His latest book is How 
to become a Change Master: Real World 
Strategies for Achieving Change (Spiro 
Press, Spring 2005). 
Telephone: +44 (0)131 346 1276. 
Website: www.philipatkinsonconsulting.
com and www.woburnconsulting.com

Philip Atkinson 

Cultural audits
Every organisation has a culture. Smart 
organisations design and nurture their 
own culture and have business models 
to achieve this. Few organisations 
commit resources to this formally and 
most cultures unfortunately evolve due 
to the wins and the whims of their key 
players, and the charisma and vagaries of 
key personalities as they emerge in the 
business. 

A great deal of culture may be based 

on the personality and styles of key 
top people. The trouble is, if this is the 
default model, then when a key person 
move onwards or out, the culture 
has nothing with which to hold itself 
together, apart from a belief in the ‘old 
leader or warrior’ which fails to sustain 
the business model.

Philip Atkinson and Dara Clarke will 
conclude this feature in the Summer 
edition of Management Services Journal.



Dara Clarke is Chairman of the White Clarke Group 
(WCG) and the founding Director of Woburn Consulting 
a new consultancy focused on M&A and expansion into 
Europe and North America. WCG is a global business 
performance improvement specialist providing consultancy 
and technology solutions to fi nancial services markets 
and the auto industry. White Clarke Group operates in 
the USA, Canada, Europe, South Africa, and Australasia. 
WCG focuses on providing a unique combination of agile 
technology and innovative consultancy to support some 
of the world’s leading fi nancial services brands to optimise 
business performance. Dara also speaks at conferences 
and is a lively workshop presenter and author of several 
research reports.

Telepehone: +44 (0)1908 576608 or www.
whiteclarkegroup.com or www.woburnconsulting.com or 
by email at DClarke@whiteclarkegroup.com.

Dara Clarke

 Management Services Spring 2007 13

The early methods pioneers judged that there was “one best method” for carrying out a task and in  
particular it was F.B.Gilbreth who held and practised this belief. Today the UK MTM Association still 
practises the concept that there is one best method in the use of resources and from that is derived the 
most economical time for the job in hand. This takes account of all resources, human, material, machines 
and workplace layout. Our name has a specific meaning, in that the concentration upon the best working 
method and its derivation by a recognised MTM system will provide the best solution in terms of time 
and therefore cost. Where work is performed that contains a manual input, there will be an MTM system 
suitable for your needs whether the work is short-cycle and highly repetitive, or is based around small-
batch manufacture.

Please note our new logo above. It will be incorporated into all future MTM examination certificates for 
MTM 1, MTM 2, and MTM UAS examinations, together with watermark, IMD logo, MTMA company 
seal and signatures of two Board Members.No certificate will be genuine in the absence of any of these.

U.K. Methods-Time Measurement Association (2000) Ltd.

Chairman: R.W. Pearce (0114) 2481793

Secretary: D. Findon (0151) 4233175

Technical/Examinations/Membership: P.D. Horton (0182) 761424

Publicity: D.W. Cole (0115) 9431287
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By Colin Coulson-Thomas

Many purchasing professionals also 
fail to secure senior management 
appointments because they struggle to 
demonstrate the value they are adding. 
They are perceived as paper processors 
rather than creative entrepreneurs. The 
attitudes, competences and approaches 
of many purchasing professionals need to 
change.

One of the ‘winning companies: 
winning people’ research teams led by 
the author found that for almost 70% 
of 296 companies surveyed, purchases of 
external products or services amounted 
to over a half of their total costs, while all 
companies reported that their purchasing 

achievements were falling short of 
their aspirations. Clearly more effective 
purchasing can have a very signifi cant 
impact upon the bottom line.

Effective purchasing
The ‘effective purchasing’ study of 
European purchasing was undertaken 
with the cooperation of the European 
Institute of Purchasing Management. The 
resulting Effective Purchasing, the Critical 
Success Factors report* reveals signifi cant 
differences between the approaches of 
winners and losers, the companies that 
succeed and fail respectively at achieving 
the benefi ts of effective purchasing.

The cash generated by a business is 
the difference between payments 
into and out of corporate bank 

accounts. Companies need to be 
entrepreneurial when buying from their 
suppliers as well as entrepreneurial 
when generating revenues from their 
customers. 

Far too many purchasing teams 
focus on short-term issues and do 
not contribute to the formulation of 
corporate strategy or the development 
of new products. They fail to strike up 
and sustain relationships with external 
suppliers that might both help them to 
control costs and improve the quality of 
their offerings.

Corporate Strategy

14

‘You are what you eat’ is a
slogan of our time. The corporate
equivalent could arguably be ‘you are what 
you buy’. While over indulgent
eating can lead to obesity, fl abby buying can 
drain a company’s coffers
and impair
its performance.
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 When negotiating, losers play
win-lose games

Winners are more likely to pursue

win-win approaches

Losers tend to view purchasing as an 
administrative activity of relatively low 
status that is sometimes a source of both 
management and quality problems. 
Purchasing arrangements are often 
fragmented and attempts to consolidate 
them are viewed as empire building 
by cynical business colleagues. Targets 
tend to focus upon year on year savings, 
yet often ignore price movements over 
business cycles.

Purchases by losers are often ad 
hoc. Losers like to shop around. They 
avoid ‘getting involved’ with particular 
suppliers. They look for ‘deals’ and 
opportunities to make quick savings. 
They also fail to recognise differences of 
capabilities among different suppliers, 
and that one’s approach to purchasing 
may need to vary according to factors 
such as degree of commoditisation, 
volume, storage, transportation, quality 
and item importance, value or visibility to 
end customers.

Compared with effective purchasers, 
losers are less successful at all of the 
considerations relating to choosing 
suppliers that were examined by the 
research team. Sometimes they have 
so many relationships with different 
suppliers to maintain, that fi nding the 
time to assess individual providers and 
properly distinguish between alternative 
suppliers becomes diffi cult, if not 
impossible.

When negotiating losers play win-lose 
games. They keep their various suppliers 
at arms length and endeavour to play 
one supplier off against another. They 
tend to be oblivious to the longer-term 
consequences of their relentless drive to 
cut costs. The benefi ts of consolidation, 
bulk-buying and cooperation elude them.

Losers give a low priority to the 
ethical employment, environmental 
and safety records of suppliers. They 
also seek to avoid the scrutiny of their 
colleagues and are slow to assess 
their own performance. Winners are 
different. They measure and report their 
achievements, and demonstrate their 
contributions to colleagues. Their greater 
openness encourages others to have more 
confi dence in them.

For winners purchasing is a source 
of competitive advantage. They work 
with their suppliers to reduce costs, 
innovate, and improve quality or speed 
up deliveries. Involving purchasing and 
preferred suppliers earlier in the new 
product development process can often 
reduce the time required to bring new 
products to market by a quarter or more.

Winning teams
Winners are more likely to be involved 
in boardroom discussions of business 
strategy and new product development. 
Integrated systems are also more likely, 
that provide group-wide information and 
monitoring capability. Winners are able 
to show they are in control and achieving 

purchasing objectives. Their targets are 
more likely to include the building of 
longer-term and partnering relationships 
with strategic suppliers, and integrating 
purchasing into group strategy.

In comparison with their less successful 
peers, winners are also more likely to 
pursue win-win approaches to negoti-
ations. They recognise that building 
value can be as important as controlling 
costs, and that working with certain 
suppliers might enable the delivery of 
improvements and innovations that 
lead to more competitive offerings and 
benefi ts for both parties.

Canny winners recognise it is usually 
in their best interests that strategically 
important suppliers do well. Squeeze 
them too hard and they may lack the 
margins needed to fund the investments 
that would enable them to stay at the top 
of their game. Collaboration to fi nd new 
ways of working together can lead to 
opportunities to save both sales costs for 
the supplier and purchasing costs for the 
customer.

Winners prefer longer-term contracts 
with reviews, and framework contracts 
with local call-offs. They are more 
interested in establishing and building 
collaborative relationships with a 
smaller number of strategic suppliers, 
and monitoring the quality of what is 
procured. They are also ahead when 
it comes to using IT and ebusiness 
technologies to automate aspects of 
purchasing, and facilitate methods of 
purchasing such as ‘internet auctions’. 
Losers play catch up where the winners 
pioneer.
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When assessing suppliers, winners 
look for a willingness to enter into 
a partnership, fl exibility and senior 
management commitment. Other 
considerations when selecting key 
suppliers are product quality, low 
cost and delivery track record, while 
for building a successful relationship, 
responsiveness, technical support, 
technical leadership and, once again 
fl exibility, are especially important.

Few companies appeared to have 
an integrated approach to checking 
the quality of purchased supplies. 
Winners were more likely to get the 
quality checking basics right, while 
losers tended to ‘hope for the best’. 
Some losers play Russian roulette with 
quality, neither requiring supplier 
liability for faults, nor carrying out 
supplier audits.

Benefi ts of effective purchasing 
secured by purchasing winners 
include control of product quality, the 
integration of purchasing into group 
strategy and product plans, minimum 
costs of goods purchased, the use of 
standardised components/materials 
specifi cations, minimum work in 
progress stocks, security of supplies, 
partnerships with key suppliers, and 
retrospective discounts.

Losers tend to operate in isolation, 
while winners are more alert to what 
is happening in the marketplace. 
Effective purchasing teams aim to 
beat market prices by continually 
monitoring what others are buying, 
and taking immediate action to 
remedy any divergences of prices paid 
by competitors. Winners also embrace 
just in time or lean purchasing and 
benchmark their performance.

Companies with successful 
purchasing departments are more 
likely to be engaged in interna-
tional trade. International sourcing 
is spreading and more activities are 
being outsourced, including the 
purchasing function itself. By adopting 
a more strategic approach, and 
acquiring the skills and experience to 
manage and monitor collaborative 
relationships, winners are more able 
to safeguard the intellectual capital 
and know-how needed for knowledge-
based competitiveness.

It is important you understand 
where you are in relation to the 
differing approaches of winners and 
losers. The ‘effective purchasing’ 
database has been constructed to 
allow companies to benchmark their 
approaches against their peers in 
the survey sample and the winners 
who derive the most benefi ts from 
their purchasing functions. The 15 
page bespoke report* that has been 
produced covers 137 purchasing issues 
and enables those who complete a 
questionnaire to identify the areas 
they most need to improve.

* Effective purchasing, the critical 
success factors and related bespoke 
benchmarking reports, that compare 
corporate performance with the 
average for both all companies and 
those companies that win most 
benefi ts from their purchasing 
functions, are available from Policy 
Publications by: Tel. +44 (0)1733 
361149; email: colinct@tiscali.co.uk, or 
from www.ntwkfi rm.com/bookshop.

The fi ndings of the winning 
companies: winning people research 
programme are summarised in 
Winning Companies: Winning 
People, the differing approaches of 
winners and losers by Colin Coulson-
Thomas which can be obtained from 
Kingsham Press, +44(0)1243 779378, 
Fax: +44(0)1243 779078, email: sales@
akdpress.com or from www.akdpress.
com or www.ntwkfi rm.com/bookshop.

Dr Colin Coulson-Thomas, an 
experienced company chairman 
and Professor 
of Direction and 
Leadership at the 
University of Lincoln, 
has advised over 100 
boards on director, 
board and corporate 
development, 
reviewed the 
processes and 
practices of over 100 
companies and spoken at over 200 
national or international conferences 
or corporate events in over 30 
countries. Formerly the world’s fi rst 
Professor of Corporate Transformation 
and Process Vision Holder of major 
change and transformation projects, 
he can be contacted by Tel: +44 (0)1733 
361 149; email: colinct@tiscali.co.uk or 
visit www.coulson-thomas.com.

In recent years purchasing has been 
transitioning from a regional to 
national and from national to multi-
national model. In larger companies it 
is becoming increasingly continental 
or global in scope. Winners favour 
smaller but more able teams, made 
up of purchasing professional who 
endeavour to keep their skills up to 
date. 

Losers appear to be some way 
behind the winners in relation to 
longer term trends. Thus many of them 
were still centralising, while their more 
successful peers who bought more 
centrally were devolving responsi-
bilities to operating units within a 
framework of approved suppliers and 
group standards. Winners are more 
willing than losers to trust colleagues 
to make higher value purchases.

While losers buy a smaller 
proportion of a wider range of goods, 
winners are more likely to spend 
over half their total costs on bought 
in items. In particular, they enter 
into more partnership arrangements 
and are more willing to outsource. 
While the purchasing costs of losers 
are sometimes hidden, winners are 
both more aware of such costs and 
more likely to allocate them either to 
benefi ting business units or central 
overheads.
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Production

In today’s consumer and industrial markets it 
is increasingly important for manufacturing 
companies to have fl exible production facilities.

Customer order patterns in both 
the industrial and commercial 
sectors have become more 

uncertain; the reasons behind the 
unpredictable demand are varied. 
Customer in industries as diverse as 
retail, computers and car manufac-
turing will only buy materials and 
components at the moment they are 
needed. 

New technologies can make old 
stock worthless overnight, and 
can also create urgent demand for 
what is novel – and, of course, what 
is different! The most responsive 
operation will win the contract and 
in doing so will set new expectations 
for fl exibility – expectations that all 
competitors must subsequently try to 
meet. 

Flexibility (alongside cost, quality 
and time) is now a strategic objective 
and can bring competitive advantage.

Flexible operations are responsive; 
they are able to react when customers 
make unexpected demands. 
Manufacturers may be asked to 
supply more of a particular product 
(this requires volume fl exibility), or 
to supply different products (this 
requires mix fl exibility). Service 
operations must likewise be able to 
deal with waves of customers, or one 
customer after another, with each 
expecting something unique to them. 
Successfully fl exible operations are 
able to change their production to 
meet their customers’ needs without 
incurring penalties in time, effort, cost 
or performance.

Research study of manufacturing 
fl exibility
We recently investigated the issue of 
fl exibility in manufacturing. One of 
the most frequently asked questions 
by managers is – what can be done 
to make manufacturing operations 
more fl exible? As part of our study 
we conducted a series of interviews 
with senior manufacturing managers 
to discover just what actions they had 
taken to increase their operations 
fl exibility (in terms of volume or 
mix fl exibility). The managers were 
selected to represent a wide range 
of manufacturing industries, ranging 
from electronics to food.

All of the managers who were 
interviewed said that fl exibility was 
important to their organisation; one 
third said it was very important. The 
interviewees described the customer 
demand they had to deal with as 
variable and just over half stated that 
this variation was diffi cult to forecast. 
One quarter said that for their organi-
sation, demand was seasonal and could 
be forecast to a certain degree, while 
the remainder faced both seasonal and 
unpredictable demand.
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By Dr Marek Szwejczewski and Dr Alan Cousens

Increasing 
fl exibility:
what are your options?
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The use of overtime is one of the most common methods used to increase manufac-
turing fl exibility. However, there are a number of different ways that managers 
can increase the fl exibility of their facilities. These range from using temporary 
labour through to subcontracting some of the work to external suppliers. During 
the interviews the managers were asked if they had used a number of techniques 
identifi ed by previous research as effective in improving manufacturing fl exibility. 
They were asked to indicate the extent to which they had used the various techniques 
– frequently, sometimes or not at all. Figure 1 shows the level of use of the various 
techniques. 
Figure 1 shows the various techniques used in declining order. As expected many 
organisations used overtime working when customer orders suddenly increased. 
However, this was not the most commonly used technique. The method used by most 
of the managers was to make the best use of the available labour and move it around 
the factory to where the demand increase was having the most impact.

The interviews revealed that companies used a range of methods for enhancing 
manufacturing fl exibility and all of the managers reported that their organisations 
used more than one approach to increase fl exibility. In fact, the majority of them used 

at least three of the techniques, although, 
of course, some were used a lot more 
than others.

In addition to revealing which 
techniques, and which combinations of 
techniques, had been used successfully 
the survey also indicated that there was 
no simple prescription for increasing 
manufacturing fl exibility. What had 
worked well in one organisation could 
not be assumed to work well in another 
– even if they appeared to be similar.

Drawing on the fi ndings of our research 
project and the work carried out at 
Cranfi eld by the authors and Professor 
Mike Sweeney, we have developed a 
model of manufacturing fl exibility (Figure 
2). It illustrates how various capabilities 
can give an operation both mix and 
volume fl exibility. 

Demand uncertainty characterises the 
environment in which most companies 
must operate. The uncertainty may 
be due to the features of the market, 
or from actions taken by individual 
customers. To achieve competitive 
advantage in the context of demand 
uncertainty an operation will need to 
outperform in terms of mix or volume 
fl exibility. This superior performance will 
be the result of several capabilities. In our 
model, capabilities are classifi ed into four 
groups, which are: external, mix, volume 
and generic. 

External capabilities relate to the ability 
to control suppliers or subcontractors. 
This ensures that the supply chain is 
fl exible, so if demand does change the 
fi rm is not constrained by unresponsive 
suppliers. Some capabilities primarily 
relate to mix fl exibility, others to volume 
fl exibility. An operation can have volume 
fl exibility through people, not only by 
using overtime, but also employing 
temporary staff or adopting annualised 
hours contracts. Mix fl exibility can be 
achieved by having quick changeovers or 
improved production technology. 

Generic capabilities may improve 
mix and volume fl exibility depending 
on organisational context. Firms can 
make their operations more fl exible by 
making their employees multiskilled 
and/or organising them into autonomous 
teams. Changes to the design of the 
product, for example, by having greater 
part commonality across a range, can 

0% 20% 40% 60% 80% 100%

Annualised hours

Delay stock orders

Subcontract

Move product between production lines

Spare capacity

Switch plant

New shifts

Temporary labour

Overtime

Move labour between production lines

Figure 1. Flexibility Techniques

Frequently Sometimes Never

Figure 2: Model of manufacturing Flexibility

Figure 1: Flexibility techniques
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also improve a factory’s fl exibility. Thus 
the capabilities that a fi rm can build are 
related not just to the management of 
people, but also the product and process.

Enhancing manufacturing fl exibility
When devising a change programme to 
enhance manufacturing fl exibility it is 
important to characterise the degree of 
demand uncertainty together with levels 
of mix and volume fl exibility that will 
be required. Current performance can 
be compared with targets using a simple 
form of gap analysis. An understanding 
of the processes in operations and the 
performance gaps will in turn, lead to an 
estimate of the required improvements 
in the capabilities. A change programme 
can then be designed by identifying 
the options for developing capabilities 
(or exploiting latent capabilities) 
which contribute most to closing the 
performance gap.

One company in our survey experienced 
a high degree of seasonality in demand 
for their products, and also signifi cant 
variation in demand week by week. 
They manufactured fruit drinks which 
were mostly consumed in summer and 
more in especially hot weather. An 
analysis of their processes showed that 
capacity was limited by the availability 
of skilled labour. What was needed was 
for their workforce to work longer hours 
in advance of hot and thirsty summers. 
Temporary labour was not the best 
alternative because people with the 
relevant skills were not readily available.

For this company reaching agreement 
with their workforce to adopt annualised 
hours contracts (see box page 20) was 
vital to achieve competitive advantage. 
It allowed them to put their drinks on 
supermarket shelves when demand 
was high without the penalty of high 
overtime costs. In terms of our model, 
seasonality in demand required the 
organisation to enhance their volume 
fl exibility which they were able to achieve 
by developing a capability related to their 
management of people. This was the 
capability to operate with skilled labour 
working annualised hours contracts.

Sometimes organisations may have the 
option to modify demand, and this may 
make better strategic sense than incurring 
the cost of change to develop capabilities 

for increasing fl exibility. Some managers 
proposed the idea of trading off less 
fl exibility for greatly enhanced dependa-
bility. For example, the adoption of more 
rigid production scheduling as a way of 
improving both effi ciency in production 
and dependability of delivery. In this 
case, their customer valued dependability 
above shorter lead time promises which 
were not always achieved.

Finally, a word of caution. During our 
research project we came across several 
operations managers who talked to us 
about their need to increase manufac-
turing fl exibility so that they could 
recover from problems such as machine 
breakdowns. Our model has been 
constructed to address the need to gain 
competitive advantage through manufac-
turing fl exibility. If instabilities such as 
machine breakdowns, absenteeism, etc 
threaten manufacturing performance, 
relevant capabilities will be directed at 
recovery, and not at gaining advantage 
in the market. Rather than seeking to 
be fl exible in order to cope with internal 
problems, operations managers should 
seek stability in their processes. When 
the root causes of the instability have 
been eliminated the fl exibility of the 
stable operation can be re-assessed. 
With problems fi xed the operation 
may discover it already has in place the 
capabilities to delight their customer and 
frustrate their competition!

Firms can make their operations 

more fl exible by making their 

employees multiskilled

Demand uncertainty characterises the 

environment in which most 

companies must operate
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Using annualised hours
to increase fl exibility
Annualised hours contracts are designed 
to match available labour to variable 
demand, eliminating both slack (labour 
available but no demand) and overtime 
payments (demand which can only be 
met by paying a premium price for 
labour). The contracts usually include two 
elements:  core work schedules (ie set 
working hours per week) and ‘banked 
hours’. The core schedules are designed to 
meet base demand levels which will vary 
month by month. The second element 
is an agreement with the workforce to 
be available at short notice during peak 
demand. The term ‘banked hours’ is used 
because the fi rm will pay for a certain 
number of hours over and above the core 
schedule, with the understanding that it 
will give (short) notice when employees 
need to come in and work.

Employees are paid the same amount 
each month over the year. Payment is 
independent of the agreed core hours 
worked that month, and also regardless 
of whether the employee has been asked 
to work the ‘banked hours’. 

Annualised hours allows the fi rm to 
share the uncertainty of the market 
demand with employees; the employees 
have a regular and fi xed income, in 
exchange for giving up the certainty of 
working the same hours each week, over 
the whole year.

A UK drinks manufacturer was the most 
successful of the companies we surveyed 
in implementing annualised hours. They 
experienced strong seasonality in demand 
for their products (shown in black in the 
chart above) and had agreed working 
patterns which refl ected this seasonality. 
In times of high demand employees 
worked more hours each week. When 
demand was low employees worked 
less and enjoyed regular long weekend 
breaks. 

The annualised hours contracts 

included ‘banked hours’, which involved 
rescheduling of working patterns at short 
notice to meet peaks in demand which 
could not be forecast (shown in red in the 
chart). In practice these were occasions 
when employees were asked to sacrifi ce a 
long weekend. 

Annualised hours gave this company 
volume fl exibility. Its previous strategy 
of meeting high season demand with a 
combination of overtime and temporary 
labour had incurred higher costs and 
lower production effi ciencies.

This article fi rst appeared in Management 
Focus, the journal of the Cranfi eld School 
of Management, issue 24.

Using Annualised Hours to Increase Flexibility
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Diversity as a 
Win-Win Strategy

By Dr Joan Marques
www.joanmarques.com

This paper reviews the two most 
dominant reasons why organi-
sations implement workplace 

diversity, and subsequently refers to a 
mutuality-based approach of applying 
this phenomenon, with benefi ts for both 
the organisation as well as its workers.

Introduction
Diversity in the workplace is a very often-
mentioned topic in today’s corporate 
world. However, if you examine this 
phenomenon a bit more in-depth, you 
may arrive at disheartening conclusions. 
The majority of US business corporations 
still have a long way ahead when it comes 
to walking their diversity talk.

Organisation

This article reviews, on the basis of company 
website audits and students’ on-site research 
of four organisations, the ways diversity is 
implemented in today’s business environment.
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Workplace diversity, as it will be 
interpreted in this article, is the 
presence of a blend of people from 
various sexes, cultural, religious and 
ethnic backgrounds, ages, abilities, and 
perspectives in a work environment. 

Workplace diversity 
in education
One of the consistent 
exercises I conduct 
in each workplace 
diversity university 
course I facilitate, 
is company website 
auditing. In this 
exercise I ask students 
to select a company 
of their choice 
and subsequently 
perform an audit 
on this company’s 
website regarding 
its diversity policies, 
the formation of its 
executive board, and 
the representation 
of images on the 
company website. 
In addition to the 
website evaluation 
I ask the students 
to conduct some 

research through 
business databases 
to fi nd out whether 
the company of their 

choice has had any published involvement 
in diversity-related issues.

Some of the companies reviewed 

for this exercise in the most recent 
course were Dell, Offi ce Depot, Target, 
Starbucks, Honda, Coca Cola, IKEA, 
Godiva Chocolatier, and Jones Day 
International Law fi rm.

Of the companies listed above, those 
that profi led diversity in an outstanding 
manner on their websites were Dell 
and Coca Cola, while most of the others 
had suffi cient refl ection of diversity 
through pictures and mentioning of the 
importance of this issue on their sites.

Still, the consistent outcome of this 
project is that the majority of the audited 
companies, although mentioning diversity 
as one of their core values, do not apply 
this concept at all levels. Top executives 
are usually fi tting the same old picture of 
mature, white, and male, with here and 
there an exception of mature, white and 
female in-between.

This indicates that, in spite of all the 
calls and theories pro diversity, the 
movement toward its actual and compre-
hensive utilisation happens at a rather 
slow rate. In most organisations diversity 
gets implemented up till the upper-mid 
level. But when strategic echelons appear 
in sight, diversity seems to fl y out the 
window. 

The reasons provided for this trend are 
familiar and not too hard to understand. 
Making diversity work takes time, and 
attracting someone who already walks 
the board’s talk is an established and 
hard-to-beat advantage. The creature-of-
habit and the change-averse mentality 
kick in at their fullest strength in those 
circumstances. Presidents and CEO’s want 
their life’s work to be continued by their 

successor, so they handpick him with 
great care.

Yet, at the same time these very 
CEO’s and presidents will set out a 
plea for diversity and its advantages, 
thereby exclaiming popular phrases 
as, “better reach of larger consumer 
groups”, and “doing the morally right 
thing”. Even the aspect of broadening 
workforce perspectives is listed among 
the benefi ts mentioned! But when the 
real diversity related challenges surface 
and current procedures, organisational 
cultures or strategies get jumbled up 
by implementing diversity, the positive 
attitude of top management is not so 
positive anymore.

A closer look at the implementation of 
diversity
A few weeks ago, four of my students 
in the diversity course reviewed their 
workplaces in a class presentation. They 
fi rst analysed the level of diversity in 
their workplaces, and then reviewed the 
reasons for this phenomenon to occur.

One of the students, who works in 
a small engineering fi rm of 15 people, 
found that the organisation was predomi-
nantly Caucasian and that the few 
minority members working there (30%) 
were not particularly encouraged toward 
making a difference in the way work 
processes were executed. The organi-
sation is very set in its ways and seems to 
expect workers to act as a united entity 
with a total disregard of differences.

The second student reviewed a large 
candy producer with units all through the 
US, as well as on various other continents. 

In most organisations diversity gets 

implemented up till the upper-mid level
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Top: Muhtar Kent, President 
and Chief Operating Offi cer, 
The Coca-Cola Company
Above: Michael Dell, 
Chairman of Dell Inc
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whenever diversity is implemented in

workplaces, it still seems

to be for all but the single right reason

The most off-putting conclusion 
from all the class discussions is, that, 
whenever diversity is implemented 
in workplaces, it still seems to be 
for all but the single right reason: 
enhancing advantage for the organi-
sation as well as its stakeholders. In 
most of the studied cases it is only 
the organisation that benefi ts from 
the implementation of diversity, 
or diversity is applied for moral 
reasons, perhaps even tying in with 
religious beliefs or sensitivity toward 
affi rmative action. But the mutuality-
based perspective that diversity can 
lead to so much more advancement 
for the organisation; the quality 
of its output, and its place in its 
industry, while at the same time it 
could benefi t workers to learn from 
one another, become more fl exible 
in handling problems in the future, 
and improve personally in multiple 
environments is entirely overlooked.  

If conscientiously applied and 
facilitated at all levels, diversity 
can elevate an organisation’s 
long term performance to levels 
that are beyond all expectations. 
And with the increasing diversi-
fi cation of the local workforce; 
organisations’ needs to search for 
more advantageous markets and 
production unit locations outside 
their current comfort zone, and the 
continuous increase of organisational 
stakeholder bases due to enhanced 
global accessibility, the implemen-
tation of diversity for the right 
reason should become a fi rst priority. 
Not tomorrow. Today!

24

This student arrived at some interesting fi ndings 
as well: The organisation had a special diversity 

department in the state where its headquarters 
were located, and seemed to implement racial 
diversity at a maximal level throughout the 
organisation. However, the business seemed 
to be solely driven by females. Whether 
that indicates that the line of business of 
this organisation is more tailored or more 
attractive to females, or whether this 
distinction was made for other reasons was 
unclear to the student.

The third student reviewed a large offi ce 
supplies corporation with departments all 
over the US. The working quarters of this 
student were located in downtown Los 
Angeles, and were therefore predominantly 
manned by Hispanic American workers. 
The student stated that it is the tendency 
of this business to hire workers who live 
in the area where a particular sales unit of 
the chain is located in order to maximally 
facilitate the local clientele. This, of course, 
was a nice idea, were it not that the higher 
levels of this corporation showed the 
earlier mentioned picture of older white 
males. Also, when analysing the reason 
for implementing diversity further and the 
chances for lower and mid-level workers to 

advance within the corporation, it could be 
concluded that diversity, in this organisation, 
was only implemented for profi t maximisation 
purposes and not for workers’ advantages. The 
locals would have a hard time advancing in the 
organisation, and were only hired for identi-
fi cation purposes: they understood the local 
customer group, and the customers could feel 
comfortable when communicating with them.

The last student reviewed a local college and 
found that this institution also resembled 

the conventional picture when it came to 
its directors and shareholders boards, with 
only one, probably symbolic exception. The 
mid- and lower layers of this organisation 
had a rich representation of diversity, with 
a slight majority of women in all but the 
business departments.
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Measuring up Lean:

The journey towards operational excellence

By Kevin Duggan

Lean Manufacturing

Lean manufacturing is commonly associated with automotive manufacturers 
but medical device makers are rapidly discovering the advantages of using it in 
their marketplace. 

It’s a challenging industry. One defective product gets to a customer, the results 
could be life ending. Quality is the number one concern. Without a quality 
reputation, there won’t be a business. And you want us to focus our efforts on lean?

Create an appropriate response to this question. A speech about how lean and 
quality go hand in hand might be one answer. Building in quality and not inspecting 
it or how fl ow cannot be achieved without quality are other possible replies. While 
these are all good answers that are actually factual statements, they aren’t the only 
options. An excellent alternative would be, “No, I would like you to focus your 
efforts on achieving operational excellence.”

It’s time to think differently about lean in the medical device manufacturing 
industry. Lean books and teachings are not doing it. Learning about Toyota’s success 

with lean doesn’t excite this industry, 
and for good reason – they are not car 
companies. With the best intentions, 
some medical device manufacturers 
have applied lean in the form of kaizen 
(continuous improvement) and value 
stream mapping. Yet the bottom line 
has not changed as the company has not 
aligned itself around the lean way of 
thinking; they have only adopted lean 
tools. This has happened in the medical 
device industry for many reasons but it 
can be explained in one statement: Most 
medical device companies have diffi culty 

This article discusses the benefi ts that can be realised with the implementation 
of lean systems in a highly regulated manufacturing environment.
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seeing where lean principles will lead 
them in their challenging environment. 
The counterpoint to that is: Applying lean 
principles will lead them to operational 
excellence.

Defi ning operational excellence
It’s called the ‘elevator speech.’ Try to 
explain to someone what operational 
excellence is during a short ride on an 
elevator, approximately 20 seconds, 
keeping in mind that it has to be simple 
and concise. ‘Operational excellence is 
when each employee can see the fl ow of 
value to the customer and fi x that fl ow 
when it breaks down.’ It’s that simple.

What this means is that each employee 

knows that the product moves from 
process A to process B in a specifi c 
quantity, at a specifi c time, to a specifi c 
location; otherwise, something is wrong. 
Additionally, when something does go 
wrong (and it will), they know what to do 
to fi x it, without seeing their supervisor, 
reporting to management, or having a 
meeting. This happens in the offi ce as 
well, where employees can see the fl ow 
of a customer order through several 
business processes and fi x that fl ow when 
it breaks down in the same manner.

Think of it as orders fl owing (from 
order entry through manufacturing to 
delivery) through a pipe. Someplace (in 
the offi ce or on the manufacturing fl oor) 
the pipe gets clogged and the fl ow stops. 
The operators would know what to do to 
unclog the pipe and allow fl ow to resume 
without any management involvement. 
Employees create and maintain a lean 
fl ow, while management focuses on 
growing the business.

Seeing the fl ow of value
What if anyone could walk to any area 
on a production fl oor and visually depict 
exactly how many processes each station 
is away from the customer? From any 
process, they would know how long it 
takes to get to shipping from that point. 
If it is simple enough so a visitor could 

It’s time to think differently about 

lean in the medical device manufacturing industry

Each operator knows the door to door value stream 
fl ow and how far their process is from the customer.
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see the fl ow, then 
each operator can see 
exactly where they 
stand and how their 
operation fl ows in the 
value stream.

From a larger viewpoint, 
there are different levels of fl ow 
that must be considered:

• Process level – one piece
fl ow

• Connection level – FIFO
• Supermarket connection
• Value stream level

The lean tool of value stream mapping 
(VSM) is intended to do just that. It 
teaches how to develop product families, 
create a current state map of the existing 
fl ow (or lack thereof), then develop a 
future state based on lean guidelines, 
along with an implementation plan that 
gets it done. There are two main points 
in value stream mapping that most 
companies miss:

Each employee knows that the product

moves from process A to process B in a

specifi c quantity, at a specifi c time,

to a specifi c location
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When work backs up, operators 
know to start manually cleaning, 
without seeing their supervisor
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• Building future states is not done by 
team brainstorming or kaizen

• Successful VSM classes align a
company in thinking

Lean future states are designed to fl ow. 
Using the eight lean guidelines of a lean 
value stream, the intent is to connect 
processes and provide a lean fl ow to 
the customer with very little waste. A 
lean value stream that followed these 
guidelines would have:

• Takt time – The rate of customer 
demand;

• Finished goods strategy – build to 
customer demand or to fi nished goods

• Continuous fl ow – where can one-
piece fl ow be implemented?

• First In fi rst out (FIFO) – where can FIFO 
be implemented?

• Supermarket – pull systems used where 
continuous fl ow and FIFO can’t be used;

• Pacemaker – the single point in the 
value stream that is scheduled

• Interval – the time it takes to cycle 
through the parts in each product 
family;

• Pitch – management time frame. How 
often do we know things are going 
right or wrong?

Implementing these lean guidelines 
results in a value stream that fl ows. All 

that is left is to create it in a way that 
each employee can see it. 
Enter visual systems. The 
myth is that visual systems 
organise a factory and 
make it look nice and neat. 
Everything is labeled and 
everyone knows where 
everything is. It’s time to 
break that myth. Visual 
systems should be designed 
to allow everyone to see 
the fl ow, even visitors. They 
should allow everyone 
to have the capability to 
answer the questions, 
“Are we on time to 
customer demand?” and “Is 
everything fl owing the way it should be?” 
Simple ways to accomplish this can be 
colour coded FIFO lanes, coloured zones 
in supermarkets, and identifi ed areas of 
overproduction indicating a problem.

Fixing fl ow
It is inevitable that value stream fl ow 
will fail; therefore, what matters is how 
the problem is addressed when it does 
happen. Standard work is the solution 
that drives operational excellence. So 
the question then becomes, “What is the 

standard work when fl ow breaks down?” 
In the lean environment, the answer 
cannot be to call the supervisor.

The key is to keep the decision making 
to a minimum, and that can be illustrated 
in a simple example. Two processes are 
connected by a FIFO lane that is divided 
into three zones – green, yellow, and red. 
If parts are backed up into the green, 
everything is normal. If parts are backed 
up into the yellow (caution), something is 
going wrong. 

The consuming process may have 
standard work that tells them to rotate 

The intent is to connect processes and 

provide a lean fl ow to the 

customer with very little waste
A value stream map shows the material and informa-
tion fl ows required to bring product to the customer
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breaks to catch up (without asking a 
supervisor). If parts are backed up to the 
red section, the operator would go to the 
phone and call in the second shift early, 
again, without asking a supervisor. Other 
methods include an escalation method to 
let management know that fl ow broke 
down and a fi x is in process.
In June 2005, Sapphire Engineering, 
part of IDEX Corporation, was a typical 
medical device company that built in 
batches for lot control and effi ciency. 
Management was by department and 
each manager scheduled in batches of 
500. If any mistakes were made, they 
would have to rework 500 pieces. This 
isn’t an easy task when dealing with 
tolerances as tight as 40 millionths of an 
inch in a clean room environment. “It 
was a lot more diffi cult than we thought 
it would be,” states Joe DiSabato, vice 
president of operations. “We were doing 
isolated improvement events for years 
and achieved minimal bottom line results. 
We had to break down some paradigms. 
The fi rst step was to assign a value stream 
manager.”

A value stream (VS) manager is the 
person responsible for implementing 
the future state value stream from raw 
material to shipping. Attributes of a good 
VS manager include:

• Making sure everyone clearly 
understands the customers’ needs

• Making sure everyone clearly 
understands the value stream fl ow

• Focuses on people taking responsibility 
for the fl ow

• Knows there will be problems and 
teaches fl ow and process solutions

• Never ‘tells’ people what to do, uses 
education and infl uence so they see 
what to do

• Facilitates learning by teaching and 
learning by doing

• Walks the value stream and asks the 
fi ve whys to encourage root cause 
problem solving

• Has a ‘follow me’ approach

Brad O’Brien, formerly a part of 
Sapphire’s engineering department, 
was assigned to be the value stream 
manager. In this position, he was tasked 
with implementing a lean fl ow for the 
manufacturing of check valves. His focus 

was to develop a model line that used 
the guidelines of a lean value stream to 
create a lean fl ow. “Heavy analysis was 
needed,” explained O’Brien. “First, we 
learned the value stream basics, and then 
we applied the advanced lean concepts 
of mixed model techniques to help lower 
batch sizes and level load the schedule 
for the most erratic of environments. 
Sapphire can build and ship everyday 
now, regardless of the complex 
environment.”

“For example,” DiSabato added, “by 
applying lean mixed model principles, 
our batch sizes on check valves went from 
500 pieces to 50 pieces, and now down to 
one piece. We used to batch everything 
and try to build to a forecast. Custom 
orders were always diffi cult to squeeze in 
between batches. With our smaller batch 
sizes (and lead time), we now build to 
order and custom orders are slotted right 
in with daily production.” When asked 
about the impact to quality, DiSabato 
responded, “Sapphire has the reputation 
for highest quality; it’s always top on our 
list and it has to be. Our lean implemen-
tation only helped this as inspecting 
batches of parts caused the entire batch 
to be rejected and we had to spend time 
sorting and reworking batches. With a lot 
size of one, we now spend time building 
orders for customers. Not only have we 
maintained our quality reputation, our 
on-time delivery improved from around 
85% to consistently in the 99% to 100% 
range.”

What separates Sapphire Engineering 
from other companies on their lean 
journey is how they’ve embraced 
operational excellence. Once their lean 
fl ow was created in a value stream, they 
went beyond it by developing ways to 
teach the operators how to see fl ow 
and how to fi x it when it breaks down. 
In addition, they have accomplished this 
with simple visual systems that allow 
everyone to see the fl ow, even if they are 
just a visitor.

O’Brien explained, “Each Wednesday, 
we do a value stream walk. People from 
all areas sign up for these walks. Our 
goals are to have the fl ow so visual that it 
can be a self guided tour, even for visitors. 
Once we could get people to see the lean 
fl ow, we could also get them to see when 
or where the fl ow broke down.”

“As a result of this we noticed 
something very interesting. Department 
boundaries began to informally 
disappear. Machinists now talk to 
assemblers about the fl ow. Our people 
know how far the part they are working 
on right now is from the customer, and 
they work to maintain and improve that 
fl ow.”

Sapphire’s journey to operational 
excellence also took them outside their 
four walls. “With the implementation 
of the fourth value stream, we began to 
uncover problems that weren’t able to 
be controlled in our facilities,” explained 
DiSabato. “We knew now it was time to 
look to our suppliers to help increase our 
on time delivery.”

DiSabato also commented on the 
overall results of their efforts. “We knew 
we would see good results from applying 
lean principles, but never expected to 
see results of this calibre.” He explained 
that Sapphire not only enhanced fi nancial 
performance through current clients, 
but also believes they will secure new 
customers and bring old customers back 
to increase overall market share.

When asked what was next on their 
journey, DiSabato and O’Brien both 
agreed on the next step. “We need to put 
more fl ow into our business processes. 
The same principles will apply there as 
well.”

A walk through Sapphire is certainly 
impressive. One can see a high tech 
product produced in a lean fl ow. A 
talk with their operators is even more 
impressive, as they not only know the 
fl ow, but they can explain it and teach it. 
Furthermore, they know what to do when 
that fl ow breaks down. Sapphire is a 
company in the medical device manufac-
turing industry that certainly understands 
and applies operational excellence. The 
results have not only showed on the 
bottom line and in increased market 
share, but also on the customer service 
attitude of the employees who show up 
for work every day.

Kevin Duggan is an expert on 
implementing lean concepts in regulated 
environments and a faculty member for 
the Lean Enterprise Institute, a non-
profi t organisation founded in 1997 to 
advance the principles of lean thinking. 
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Duggan has worked with manufacturers 
in many industries including makers 
of medical instruments, orthopaedic 
devices, and cardiovascular devices. In 
1998, he formed Duggan & Associates 
and began teaching and implementing 
lean. In 1999, he began working with 
the Lean Enterprise Institute running 
seminars on advanced lean concepts for 
various industries all over North America. 
Duggan mentors many senior executives 
of major companies on their lean journey 
towards operational excellence. Duggan 
can be reached at 001 401-826-2007 or 
kduggan@dugganinc.com.Duggan & 
Associates Inc, 308 Cowsett Ave, West 
Warwick, RI 02893. www.dugganinc.com. 

For additional information on the 
technologies and products discussed in 
this article please visit www.sapphireen-
gineering.com.

Author Recommendation
For additional reading material, the 
author suggests Learning to See, by Mike 
Rother and John Shook, and Creating 
Mixed Model Value Streams by Kevin 
Duggan.

Reprinted with kind permission from 
Medical Design Technology.

Sapphire Engineering produces precision 
components that are used in blood 
diagnostic equipment.

IDEX Corporation is an applied solutions 
company with 4,300 employees and 
operations on six continents. It serves a 
highly diverse set of customers including 
fl uidic and metering technologies, health 
and science, dispensing equipment, and 
fi re safety products. In the last eighteen 
years, IDEX has acquired 32 companies to 
make it a $1 billion company. As part of its 
commitment to operational excellence, 
IDEX is actively implementing lean value 
stream principles across its high mix/low 
volume operations. Sapphire Engineering, 
a company owned by IDEX, is a leading 
US supplier of custom precision analytical 
and diagnostic components for OEMs. 
These devices include analytical LC fl uid 
path components and subassemblies, 
such as pistons, check valves, and fl ow 
cells, that are used in blood diagnostic 
equipment.

Operational excellence

is when each

employee can see the

fl ow of value to the

customer, and fi x

that fl ow when it

breaks down
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Productivity:

Productivity:

What’s Going On

What’s Going On

in Europe
in Europe

By John Lucey, IMS, 

Delegate to the EFPS

Productivity 
improvement is 
very much alive 
and kicking 
in Europe 
and there 
are several 
organisations 
involved in 
improving 
productivity.

Productivity
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There have been several important and 
relevant changes within Europe especially the introduction of the Euro

Productivity:

What’s Going On

in Europe

The aim of this article is to identify 
the organisations and examine their 
aims and objectives in more depth 

in subsequent articles. The current players 
are:

1. The Institute of Management Services
2. The European Association of National 

Productivity Centres (EANPC)
3. The European Federation of Produc-

tivity Services (EFPS)
4. The Irish Association of Industrial 

Engineers (IAIE)

Obviously members of the IMS are aware 
of the aims and activities of the Institute. 
In this article we will explore the aims and 
activities of the EANPC.

1. The EANPC
The European Association of National 
Productivity Centres – EANPC – was 
established in 1966. Its seat is in Brussels. 
It is an association of national bi- and 
tri-partite bodies which contribute, each 
in its own country, to the enhancement 
of productivity, innovation, the quality 
of working life (QWL) and employment 
within companies and the economy 
overall.

As a pan-European organisation, the 
EANPC is open to all European countries, 
not being limited to the countries of 
the European Union. It is a part of, 
and actively contributes to, the world-
wide network of productivity and QWL 
organisations. Through its support of 
productivity enhancement, the EANPC 
and its national member organisations 
contribute to improving living and 
working conditions. Their work supports 
economic and social development on the 
national and international levels in the 
interest of fair competition.

As a European body, the EANPC 
supports other international organi-
sations such as the ILO, the OECD and 
the European Commission, whereas the 
national members buttress, each in its 
own country, the state and enterprises 

in order to promote economic growth, 
innovation, better working conditions 
and employment.

The EANPC is also acting in order 
to maintain a network (European 
Productivity Network: EPN) that includes 
organisations that for different reasons 
are not members of EANPC. The 
association is especially interested in 
keeping up contacts and information 
exchange with other bodies that are 
active in the productivity fi eld either on a 
global scale or in the European countries. 
Such network partners will be invited to 
visit EANPC seminars and they are free to 
fi nd other ways of cooperation with the 
members of EANPC according to mutual 
agreements. These EPN-partners do not 
have formal rights within EANPC, but are 
not paying membership fees either.

To underpin the development of 
productivity, the EANPC organises and 
contributes to exchanges of experiences 
between member organisations, potential 
members and other organisations world-
wide. It collects and collates research 
results on the factors infl uencing produc-
tivity and their impact, stimulates the 
transfer of know-how from research to 
economic policy and enterprises and acts 
as a partner for various national bodies 
and organisations, particularly ministries 
and other societal institutions, unions and 
employers associations and companies, 
especially SMEs.

1.1 The challenge of the 21st century
At the beginning of the 21st century, 
all countries are confronted with a 
constantly changing set of challenges. 
These, to name the most signifi cant, are:

• The globalisation of the economy for 
services, goods and labour;

• The development of global production 
and distribution systems;

• Increased expectations on the social 
responsibility of business;

• Increasing concern about environ-
mental impacts;

• The growth of both unemployment 
and new forms of employment, such as 
self employed knowledge workers;

• The shift in competitiveness from cost 
factors to innovation and customi-
sation;

• The shift from mass production 
to customised variety and quality 
production, with greater emphasis 
on capital productivity and ‘instant’ 
availability;

• The changing structure of production 
to networked production;

• The need to develop and disseminate 
forms of work organisation that 
reproduce rather than exhaust human 
capital (sustainable work);

• The advent of the information society 
and the associated importance of 
knowledge management;

• The rise of the concept of virtual and 
mobile work and its consequences for 
the nature of work.

Productivity improvement touches all areas of a 
company and this is illustrated in fi gure 1. Source: The 
Finnish Work Environment Fund

Moreover, there have been several 
important and relevant changes within 
Europe especially the introduction of 
the Euro, the Lisbon agenda, the debate 
about the social agenda, new member 
states in the European Union and last but 
not least the renewed interest in produc-
tivity and innovation due to the economic 
recession on the one hand and an ageing 
workforce at the other. Of course it has 



 Management Services Spring 200734

to be recognised that the manifestations 
of these challenges and developments are 
different in different countries.

Thus, enterprises and organisations – 
public as well as private, those producing 
services as well as goods – need to harness 
all the resources available to them in 
the design and continuous re-design of 
organisations which seek – within the 
parameters of the ‘European model’ – a 
continuously changing balance between 
all types of fl exibility and security, in 
the interests of both the organisation 
and the individual. Only through the 
development of partnerships and co-
operative approaches to these ends will it 
be possible to smoothly re-balance work 
and organisation for the benefi t of all 
stakeholders. 

However, in order to understand the 
practical consequences of more produc-
tivity for different stakeholders it has 
to be noted that productivity affects 
different levels of an economy: the macro 
level, (the level of a nation), the meso 
level (the level of a branch) and the micro 
level (the level of an individual producer 
or worker). It is important to realise that 
an act or a policy may have benefi cial 
effects on stakeholders on the macro 
level while the same act or policy has 
detrimental effects on stakeholders on the 
micro level. Moreover productivity effects 
may have different consequences for 
different groups in society. Policymakers 
should not be looking only at the 
immediate consequences of an act or 
proposal, nor looking at the consequences 
only on a particular group to the neglect 
of other groups. It is true of course that 
the opposite error is possible.

In considering a policy one ought 
not to concentrate only on its long-
run results for the community as a 
whole. This is an error often made by 
the classical economists. It results in a 

certain callousness toward the fate of 
groups that were immediately hurt by 
policies or developments which proved 
to be benefi cial on net balance (on the 
macro level) and in the long run. The 
most frequent fallacy today, however, 
is to concentrate solely on the shortrun 
effects of policies on special groups and 
to ignore or belittle the long-run effects 
on the community as a whole.

Nowadays, the issue of outsourcing 
work to low wages countries will typically 
raise these problems for particular 
groups of people. The EANPC supports 
productivity growth, since in the long-run 
and on net balance, it is necessary for 
human progress; but it proposes several 
directions toward policy measures that 
can be taken to diminish the negative 
consequences of productivity growth for 
particular groups or individuals in the 
short-run. In short: productivity growth 
will enhance wealth and is therefore 
a good policy issue, but it has to be 
accompanied by a policy to prevent 
unintended results.

1.2 Productivity stakeholders
Productivity concerns several stakeholders 
in society. Apart from the shareholders 
who get more in return for the 
money they have invested and from 
the managers and workers that can 
stay employed in the companies that 
survive by being more productive other 
stakeholders are:

Consumers: productivity improvement 
may lead to lower prices for the products 
or services being produced more 
effi ciently.

Suppliers benefi t from the productivity 
improvement of the companies they 
deliver good or services to since they will 
have the opportunity to enhance that 
delivery, if at least the extra end products 
or services are consumed. 

Effective and sustained produc-
tivity improvement requires the active 
involvement of the following groups:

Productivity effects may have different 

consequences for different groups in society

34
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Labour unions and employee organi-
sations: productivity improvement on the 
national level will improve the national 
economy accompanied by the creation 
of more new jobs and room for higher 
wages. On the other hand, techno-
logical innovation or cost cutting on 
labour or capital, can cause involuntary 
unemployment for a particular group 
or for individuals. By all means labour 
unions must protect the interests of these 
particular groups and individuals by 
supporting them to become employable 
in another sector or company. Labour 
unions should insist on standards to 
increase the level of skill and competence 
of workers. Furthermore they should 
continue protecting workers’ health. 
Especially where labour is plentiful, 
employers stand to make short-run gains 
by speeding up workers and working 
them long hours in spite of ultimate ill 
effects upon their health, because they 
can easily be replaced by others. 

And sometimes ignorant or short-
sighted employers might even reduce 
their own profi ts by overworking their 
employees. In these cases the unions, by 
demanding decent standards of working 
conditions, can increase the well being of 
their members.

However productivity is not a bad 
issue. Unions must take into account 
the positive long-run effects of 
productivity on groups other than the 
affected particular group, as has been 
demonstrated in the example above.

Employers organisations: productivity 
improvement from the perspective of 
employers organisations can be defended 
prima facie. More productivity means 
that with less input of labour and capital, 
the same output can be achieved, or 
with the same input, more output can 
be generated. Entrepreneurs constantly 
aim, all other things being equal, at 
more productive companies in order to 
generate more revenues and/or profi ts. 
Employers’ organisations should support 
entrepreneurs to facilitate their techno-
logical, organisational and human capital 
innovations which enable continuous 
productivity growth.

Policy makers: As has been explained 
previously, productivity growth, all other 
things being equal, leads to economic 
growth and as such can be considered 
positively. However, in the short run 
particular groups can be affected 
negatively. To mitigate these negative 
consequences policy makers should aim at 

developing measures to make individual 
workers less dependent on a particular 
job or sector by encouraging training and 
education making them more employable 
and multidisciplinary. In addition, 
policy makers should follow up on the 
National Programmes aimed at produc-
tivity improvement and organisational 
development, which have been established 
in several member states, such as:

• Germany has a long history on national 
programmes that started in 1974.

• Recently two new programmes started: 
Innovative Arbeitsgestaltung – Zukunft 
der Arbeit ((Innovative Work design 
Future of Work: new forms of work 
and work organisation, education and 
training) and Initiative Neue Qualität 
der Arbeit (Initiative New Quality of 
work);

• In 1997 Sweden started the 
programme ‘Humans, Technology and 
Organisation (LOM)’, that was to have 
ended in 2000, but has been extended. 
In addition to the LOM programme, 
there is running to 2006 the National 
programme Sustainable Work systems 
and Health.

• Denmark started the National 
Programme: ‘Funds for the Promotion 
of Better Working Lives and Increased 
Growth’;

• Norway started in 1994 the 
programme ‘Enterprise Development 
2000’ running to 2001. It was followed 
by the programme Value Creation 
2010 for company and workplace 
development. In Ireland an active 
centre, The National Centre for 
Partnership and Performance (NCPP), 
contributed to that country’s fast and 
successful economic development;

• In Finland the Ministry of Labour 
stimulates and supports many 
programmes for organisational 
innovations, especially by the 
National programme: Finnish Work 
Place Development and Productivity 
Programme (TYKES) .

• In France a new law (Aubry, 1998) 
concerning shortening of working 
hours was accompanied by a 
programme to introduce new forms of 
work organisation 

• In the UK the Department of Trade 
and Industry launched The Partnership 
at Work Fund of which the aim is 
to promote partnership to improve 
performance at the workplace.

SMEs, small and medium sized companies, 
benefi t individually from productivity 
growth. However, as has been explained 
already, entrepreneurs who continuously 
fail to enhance their management will 
eventually go bankrupt. For SMEs it is of 
vital importance to continuously strive for 
better (production systems?), enhanced 
human capital and better capital 
equipment/machinery and technology to 
keep up with the pace of competitors.

Finally, the call for more effi cient and 
effective public services in the ‘old’ EU 
member states is becoming increasingly 
important. The demand for more and 
better public services in countries such as 
The Netherlands, Spain, UK is obvious, 
especially in the education and healthcare 
sectors. As long as these sectors are in 
the hands of a national or local govern-
mental organisation, they should give 
good value in return for the taxes that 
people pay. As the demographic situation 
in many EU countries also is unfavourable, 
a potential lack of labour can be foreseen 
at the same time as the share of elderly 
citizens is growing. This gives an equation 
that is hard to solve unless the produc-
tivity and quality of public services will 
be given proper emphasis. It is not a 
question of giving elderly people less care 
and attention, but it is the question of 
organising and managing the production 
of effi cient services. In this respect the 
public service providers could learn from 
private enterprises.

Although productivity is often more 
diffi cult to measure in the service sector 
and especially in public services, this 
should not prevent policy makers from 
introducing and developing the need for 
‘productivity thinking’ in these areas.

This article was edited and reproduced 
with the kind permission of the Board 
of EANPC from their publication 
Productivity: The High Road to 
Productivity.

Labour unions should insist on standards to increase the

         level of skill and competence of workers

Entrepreneurs who

continuously fail to enhance

their management

will eventually go bankrupt
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from your lean Six Sigma deployment

Catalyst Consulting recently 
launched an exclusive new offering 
to the Six Sigma community: The 

Catalyst Way. 
Six years in the making, it is founded 

on the principle that any project based 
improvement deployment is a process 
in itself, and so the lean and Six Sigma 
tools are applicable to improving the 
value return on your investment into 
that process; in other words, by focusing 
on the critical inputs you will be able 
to achieve the desired output of your 
deployment.

The process begins with a deployment 
health check, which comes in the form 

Andy Liddle and Vince Grant speak with 
onesixsigma.com to explain how organisations now 
have a new framework for improving their 
Six Sigma deployments.

of a structured audit questionnaire. 
Using research data collected from 
over 20 companies, a diagnosis of your 
performance is then benchmarked and a 
summary of recommended improvement 
areas returned.

The creative force behind The Catalyst 
Way, Andy Liddle (formally of DuPont 
Teijin Films, and now Associate Director 
at Catalyst Consulting), and Vince 
Grant (Founding Director of Catalyst 
Consulting) spoke with onesixsigma.com 
to explain how organisations now have 
a new framework for improving their Six 
Sigma deployments, and how it has been 
developed.

Six Sigma
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Most deployments are targeted at 

bottom line improvement but 

a few are focused on 

customer satisfaction

Formal benchmarking through third 

parties can be expensive, 

very time intensive and lacking 

in the context of Six Sigma

What inspired you to initiate 
the research which led to the 
development of The Catalyst 
Way?

Andy Liddle
In my previous role as Global Champion 
of Six Sigma, at DuPont Teijin Films, 
my remit covered Europe, America 
and Asia. The regional businesses 
were similar in terms of size, products, 
markets and technologies. In addition 
they were all using the same training 
materials, and training providers. So 
what was causing the variability? I 
became interested in understanding 
the root causes of this variability as 
this would allow us to improve the 
effectiveness of our deployment and 
increase the return on our Six Sigma 
investment.

Objective measurement was required 
and it seemed logical to use a Six Sigma 
approach, and apply the lean and Six 
Sigma tools to assess the problem. I 
mapped the deployment as a process 
itself. The output measure of the 

process is determined by 
the purpose of the Six 
Sigma deployment and in 
our case it was the hard fi nancial benefi ts 
of the projects.

Most deployments are targeted at 
bottom line improvement, but a few 
are focused on customer satisfaction. 
In these cases you could use a customer 
satisfaction metric instead.

A wide range of potential critical 
inputs were considered and eventually 
eight were identifi ed; things like project 
selection, leadership behaviour, Black 
Belt capability, adequate resourcing 
etc. Simple measurement systems were 
developed for all these critical inputs.

We were now in a position to compare 
regions with the objective of re-
energising our weakest region.

The approach enabled us very quickly 
to identify three things that were critical 
and rule out a number of other factors 
that were not.

The framework and supporting data 
made it easy for us to work with the 
leadership to develop and implement 
improvement plans.

A spin off was that it helped us 
to educate leadership in what they 
needed to do to get the most out of a 
deployment. Using the same structured 
and data driven approach, we found 
tracking these changes very easy and 
within 12 months, the fl agging region 
had increased its performance by 300%, 
and within two years, it was operating 
at the same performance levels as the 
others.

The ability to benchmark a deployment 
is fantastically useful to anyone deploying 
Six Sigma and I became convinced that 
this approach had broader applicability. 
Since leaving DuPont Teijin Films in 2005 
I have continued to conduct research into 
this area and built up a useful database 
across a range of companies.

What challenges did you
encounter?

Andy Liddle
When I started out as a deployment 

champion eight years ago I 
was aware of many things 

that may or may not infl uence the success 
of a deployment. I was very keen to talk 

to others to identify best 
practice, make comparisons 
and fi nd other root causes 
to ‘problem’ deployments. 

But the right framework didn’t exist. 
I would attend networking events 
and make my own contacts, but often 
the information you discover is very 
qualitative: you will hear presenters 
declare the importance of project 
selection, leadership commitment, 
using your high performers rather than 
‘Harry from quality’, for example, but 
you need some way of measuring these 
factors, and making comparisons to 
make these measurements meaningful 
in the context of your business.

Formal benchmarking through third 
parties can be expensive, very time 
intensive and lacking in the context 
of Six Sigma. What was required was 
a Six Sigma specifi c framework and 
measurement system that would 
facilitate the sharing of best practice, 
not only internally but also from 
company to company.

When you are able to look outside 
of your organisation and share 
information on how other deployments 
are structured and working, this is 
where the insights are found into how 
effective your deployment actually is 
and what you can do to improve it.

It took a great deal of my time and 
effort but by building my network of 
deployment leaders and collecting 
data I was fi nally in a position to make 
meaningful comparisons.

So from your research, what 
factors did you fi nd were critical 
for a successful deployment?

Andy Liddle
In my experience, there are three 
high-level essentials for successful 
deployments that are vitally important 
to maintain.

Andy Liddle
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Since leaving DuPont I have developed 
this concept of sharing deployment best 
practice further with Catalyst and their 
customers, and have created a foundation 
for other organisations to measure their 
performance. The result is the ‘Catalyst 
Lean Six Sigma Deployment Health-
Check’, which comprises a structured 
questionnaire, based on eight critical 
inputs of your Six Sigma deployment.

Using research data already collected 
from more than 20 organisations’ 
deployments, a diagnosis of performance 
can be benchmarked. Weaknesses can be 
identifi ed and from this, a summary that 
recommends improvement efforts can be 
produced. 

There is a certain element of 
experienced judgement required of 
course, but what this health check does 
is analyse what is causing the roadblocks 
to a really successful deployment by using 
a data driven approach, and providing 
metrics that can then be given some 
perspective through comparison to other 
organisations’ performances in the same 
areas. Because of the quantifi able nature 
of the health check, it can also be used 
to conduct annual reviews as a method 
for measuring performance year on year, 
tracking progress, setting targets and 
assessing how effective the improvement 
actions implemented have been.

First, ‘right work’ – You must ensure 
your projects are focused on the right 
issues and linked to your business 
objectives. You need to understand 
what is important to your organisation 
and ensure Six Sigma is being driven by 
your business’ strategy.

Secondly, ‘work right’ – You need to 
be doing your projects effectively; using 
good quality people, applying proper 
sound project management techniques 
and rigorous governance through 
committed sponsorship, project reviews 
and tollgates.

Thirdly, ‘create the environment’ 
– You need to create the right 
environment in which Six Sigma 
can fl ourish as the natural way of 
working. This is all about leadership, 
recognition, encouraging people to do 
the right things effectively, ensuring the 
environment supports the Belts’ work, 
and putting a control in place to avoid 
people sliding back into their old fi re-
fi ghting ways.

You can break these areas down into 
more depth and fi nd specifi c critical 
success factors, and place measures 
against them. But on a high level, it’s 
doing the right work, doing the work 
right, and creating the right working 
environment.

How can you measure your 
effectiveness in these three 
critical areas?

Andy Liddle
The trick here is to have a simple 360-
degree assessment tool that allows you 
to benchmark your performance on a 
manageable number of specifi c criteria 
that relate to right work, work right, 
and creating the environment.

The data is presented back showing 
your performance relative to other 
organisations. Once the weaknesses 
have been identifi ed it is easy to make 
these measurements meaningful 
and there is a good framework for 
transferring this knowledge in a safe 
and non-competitive way.

How does The Catalyst Way meet 
the advanced needs of today’s 
deployment managers?

Vince Grant
There is obviously a need to tackle the 
requirement for skills and understanding 
of Six Sigma and lean thinking, and many 
product offerings have been developed 
over the years to address these needs. 
Delivering training for literally thousands 
of delegates over the last ten years and 
more, has given Catalyst extensive insight 
into making the learning of the tools 
and methodology particularly effective in 
their use in individual projects.

The Catalyst Way however, is now 
addressing a very different need: 
effectiveness at the programme level, 
rather than at an individual project level. 
A programme has a lifecycle in its own 
right, with its ups and downs, challenges 
and diffi culties. On a day-to-day basis a 
Master Black Belt within an individual 
company will be naturally focused on 
imminent issues: supporting the projects, 
infl uencing the sponsors, managing the 
team.

Deployment managers however, 
with their MBBs, need to have a wider 
perspective to know if they are driving 
the programme in a good and effective, 
best practice way. It’s about setting and 
realising expectations and targets: how 
much money should you be making from 
a programme? How long should it take 
for you to get there? What proportions 
of your project do you expect, in a well-
run programme, to completely work 
successfully? What proportion of projects 
would you expect to over-deliver, or to 
fail? And of course how can we improve 
these outcomes?

If you sense that there has been a 
diffi cult period, you would wish to fi nd 
out the root cause of the problem and 
take corrective action; if you believe you 
are getting good results, then you might 
want to determine the most signifi cant 
drivers of that success as a prelude to 
striving for yet better results. Either 

The core essence of the deployment 

programme manager role is 

programme management and support

Vince Grant
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way you would want to apply Six Sigma 
thinking to the issue of the programme 
itself, collecting performance and causal 
data, analysing and diagnosing the 
current position, and establishing and 
sustaining improvement. And that’s what 
we are providing – the wider perspective, 
and the opportunity to benchmark and 
analyse programme performance.

Through a new three day deployment 
master class, we have added a 
development opportunity for deployment 
programme managers and Master Black 
Belts to enable them to effectively review 
and enhance the performance of their 
lean Six Sigma programmes.

What additional skills do you 
teach in the deployment 
Master Class?

Vince Grant
Consider the differences between 
the roles and development needs of 
Black Belts and Master Black Belts and 
deployment programme managers. 
Good Black Belts will be determined 
high performers with effective project 
management skills, strong technical 
capability and effective change and 
people management skills. There are 
typically three additional elements in the 
Master Black Belt role: training, project 
support and programme support and 
it is often the case that MBBs’ develop-
mental needs on the programme support 
element are not properly addressed. 
The core essence of the deployment 
programme manager role is programme 
management and support. Skilled 
leaders who have demonstrated they 
can drive projects can be promoted to 
then manage portfolios of projects and 
people, and driving and supporting the 
programme requires a different level of 
skills. The master class provides MBBs 
and programme managers with these 
additional skills and will be valuable 
personal development for both those 
starting out on deployment, as well as 
experienced programme managers. These 
skills are also relevant to business unit 
leaders and executive sponsors.

A good programme manager or 
business unit leader will take the 
initiative, support the portfolio of 
projects, create the right training and 
working environment, change behaviour, 
link strategy to execution, ensure strong 
sponsorship and governance and have 

the confi dence to apply the principles 
and tools of Six Sigma and lean to their 
own environment.

Many managers have a particular 
knowledge of just a handful of 
projects, and can all too easily 
generalise their ideas from an 
inadequate experience base. The 
deployment master class alongside the 
health check, brings to bear a much 
wider experience from many companies 
involved in the benchmarking and 
ensures that the root cause of any lack 
of success in your Six Sigma programme 
is analysed properly, in a data driven 
way.

Whilst the benchmarking part of the 
health check is specifi c to Six Sigma, the 
skills learned and type of questions this 
course provokes you to answer are very 
transferable to any change initiative 
where there is a portfolio of projects. If 
you want to be a business leader of the 
future, you need more than ‘Black Belt 
training’, or ‘train the trainer’ skills; the 
individuals on this deployment master 
class course practise the skills that 
are applicable in the wider business 
context, but using the Six Sigma 
approach.

Deployment master class three day 
workshop style courses are regularly 
scheduled.

For more information or to sign up, 
email info@catalystconsulting.co.uk or 
call +44 (0)845 345 2282.

Many managers have a particular 

knowledge of just a handful of projects and 

can all too easily generalise their ideas 

from an inadequate experience base
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By Graham Yemm

Change Management

Much of the work many of you in 
‘management services’ do is going to 
lead to people needing to change, 
whether in the way they work or 
what they do. In this, lies one of 
your major challenges.

 Management Services Spring 200740
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What you can do to help your 
clients, or the organisations 
you work in, is powerful 

and can make a real difference to their 
success. You have many tools to work 
with, from the early quality programmes, 
through kaizen and Six-Sigma to lean 
thinking, lean processes and agile 
manufacturing. Although many of you 
reading this may be experts in one or 
more of these, how many people within 
organisations understand them, or the 
processes behind them? I wonder how 
this affects the degree of ‘buy-in’?

The requirement to improve produc-
tivity and quality is high on the agenda 
of most senior management thinking – or 
at least it should be! Many of the people 
at these levels are open to change, and 
even drivers of it. The diffi culty is that 
many people further down the organi-
sation still perceive change as threatening 
or something negative. As a result, their 
response to change initiatives is often less 
than enthusiastic, to put it mildly! Change 
is necessary in most organisations for a 
variety of reasons. Maintaining the status 
quo can lead to stagnation as markets 
(and customers) move on, competition 
evolves and changes, and so do other 
stakeholders. One of the problems with 

many of the tools listed above is they 
tend to have something of an internal 
focus and, therefore, can fail to create the 
real urgency for change or to engage the 
people within the organisation to come 
along with the need to change.

The bigger picture
There are two key dimensions to 
successful and effective change initiatives. 
The organisational rationale and case 
to fi t with the market needs is one. The 
other is the people part of the equation. 
Ideally, this involves gaining their 
commitment, at the very least you want 
to have their acceptance and compliance. 
By approaching the fi rst one in the right 
way, you can increase the chances of 
bringing people with the process. Looking 
at the broader picture and reasons you 
can create a better, more rounded case 
for change. You can enhance it further 
by involving 
more of the 
personnel in 
all or part of 
this process. 
If people feel 
they have 
been part of 
the evaluation 
they are likely 
to be more 
supportive of 
any required 
changes, even 
more than 
if they are 

consulted on the need to change. In this 
article, we are looking more closely at the 
organisational analysis aspect rather than 
handling teams and individuals.

I have worked with some client 
organisations where they have been 
undergoing a change or recognised 
the need to change, using the Denison 
Organisational Culture tool. Although 
the model looks at the culture, it has 
a wide range of applications for using 
in conjunction with many of the more 
‘standard’ management services and 
process improvement tools. It can also 
help to identify the probable fi nancial 
performance of the organisation!

The fi rst step is to assess the present 
situation. Just how well is your organi-
sation operating to achieve the current 
business aims or the planned changes? 
There are four traits within the model.

You can see that these give a mix 

The requirement to improve productivity 

and quality is high on the agenda of most 

senior management thinking 
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of perspectives, external and internal, 
people and processes. Some organisations 
are good at one or even two of these and 
put themselves under threat because the 
fail to consider the others. 

Case in point
One client, a newly merged telecom 
company had a very clear strategy and 
plan for what it was going to do over 
the next three years. It looked very 
impressive for the stakeholders and 
shareholders! Additionally, the upper 
levels of management also thought that 
the overall mission trait was strong and 
they were clear about the vision and 
strategy. The thing they had overlooked 
was that in the merger their involvement 
trait had actually diminished as a number 
of key people had left for a variety of 
reasons and in general leadership was 
not paying much attention to the people! 
They wanted to be very proactive in the 
market, which needs higher scores in the 
‘adaptability’ trait – and they did not 
have these, 

The top team had been planning many 

of the expected initiatives to create the 
organisation they wanted, in order to 
move ahead and achieve their strategic 
aims. Within their more technical areas 
they wanted to introduce Six-Sigma or 
one of the other more serious quality 
processes. 

On the marketing, sales and customer 
service side they were going to invest 
heavily in a new CRM system and plenty 
of personal skills training for the front-
line. Seemingly all good ideas. Yet, when 
they started to talk to line managers 
about these proposals they found varying 
degrees of resistance. The top team were 
both confused and frustrated. 

They were following many of the 
principles of effective implementation of 
change – consulting, sharing the vision 
for the way ahead, being open about 
the strategy etc. What was getting in the 
way?

We had been involved with some parts 
of one of the merging companies carrying 
out various development projects and 
were working with the newly formed top 
team to help them bond together and 
lead the business forward. We suggested 
that taking an objective overview of the 
organisation and fi nding out what people 
thought could help to overcome some of 
the apparent blocks which seemed to be 
impacting their progress. 

Inclusive design
We set it up so that a large number of the 
staff could take part in different functions 
within the business and across most of 
their locations. This was to get a breadth 
of responses, which we considered to 
be important in a newly merged organi-
sation, where two very diverse cultures 
were coming together. (And this had 
already contributed to the reasons for 
a number of the people leaving.) The 
process involves people completing an 
on-line instrument which can provide the 
client with reports for the organisation 
as a whole, by level, location or function. 
The choice is the client’s.

The senior management of the 
newly formed company thought they 
were doing a good job of assessing the 
possibilities for their strategy and even 
analysing this information. (The report 
for their group confi rmed this for their 
level!) However, even they admitted 
that they did not have a clear process for 
sharing this knowledge and integrating 
it with the day to day planning and 
operations within the organisation. 
When they saw the reports for the other 
levels in the organisation they received 
something of a shock! The scores from 
the majority of the workforce thought 
that there was no great sense of a clear 
strategic direction, because they did not 
feel that information was being shared 
and fed down to them! Without going 
into the scores in the other dimensions, 
this was a tricky situation which had 
all of the potential to get considerably 
worse before it would be better. Would 
the shareholders and other stakeholders 
put up with it? The very act of merging 
was introducing a challenging (and even 
threatening!) change. As often happens 

We were working with the newly formed top 

team to help them bond and lead the business forward
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with mergers, the people from one of 
the organisations felt slightly more 
comfortable, and positive, about it. Many 
of those from the other were disillu-
sioned and negative.

We had alerted the top team to the fact 
that the response might be challenging 
for them! We also explained that using 
the information in the right way they 
would be able to move the business 
forward with a lot more commitment and 
support from the workforce. What they 
received was something similar to this: 
(these are samples from a dummy organi-
sation and not the real client!)

They could see the percentage ratings 
from the people across the organisation 
in each of the traits and the indices within 
them. The scores from the telecoms 
company had some similarities to the 
sample. Their ‘mission’ rating was OK in 
one index and low in the others. They 
were also pretty poor in ‘adaptability’ 
and ‘involvement’ and ‘consistency’. They 
certainly needed to change – in a number 
of areas at the same time!.

The next level of detail looks in 
more detail at each trait. The reports, 
presented as bar charts, show the 
weighted responses for each question. 

Therefore, the client is able to see 
exactly what the people think. In 
the case of the telecoms company, 
one of their primary aims was to 
generate a strong sense of team 
and teamworking as a key driver 
to achieve their new strategy 
and vision. The problem was that 
even the overall average score, 
including the top team, showed 
that the scores in four of the fi ve 
elements of ‘team orientation’ 
showed less than 15% believed 
that teamworking was encouraged 
or important! I could go on, suffi ce 
to say that in many of the 12 main 
indices, the scores were distinctly 
worrying!

The results
When we produced the actual reports for 
the telecom company, drawing attention 
to these percentage responses to each 
question, it opened the eyes of the top 
team. Firstly, it clearly highlighted where 
there were differences in perception 
between the top team and others in the 
organisation. Secondly, it showed the key 
areas to start to address. Thirdly, and this 
is where it really helped to get a quick 
buy-in to the need to change, they were 
able to present the overall information 
across the company and explain what 
it meant and what they wanted to 
do. In doing this they were able to 
acknowledge the additional concerns of 
the personnel of one of the companies in 
the merger. In sharing the feedback with 
the staff, the top team were able to be 

In sharing the feedback with the staff, the top 

team were able to be objective and 

pragmatic in putting across the need for change
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objective and pragmatic in putting across 
the need for change and what they felt 
would be involved. Taking this approach, 
and stressing how it was using input 
from the staff, meant that there was 
a more positive reaction from the vast 
majority. We do not pretend that it was 
greeted with 100% enthusiasm – some 
people will resist any change!

 From this point, they were able to 
set up cross-functional and multi-level 
action teams to address the key items 
which would begin to make a difference. 
Setting up a clear communication process 
enabled sharing of the outcomes across 
the organisation. Implementing the 
plans quickly showed the staff that 
this was serious, non-threatening and 
could make a more successful organi-
sation. Within a relatively short period 
of time, processes were in place to 
address some of the strategy issues and 
also there was a strong commitment to 
address the teamworking and personal 
capability requirements. This led to a 
sharp reduction in staff turnover and a 
general improvement in morale and buy-
in to the change process. Alongside this, 
there is still a need to utilise the ‘normal’ 
change implementation processes and 
good management practices. By linking 
them with the information from carrying 
out the Denison culture assessment, 
there was a clearer focus. The communi-
cation of the need for change and how it 
needed to be carried out was much easier 
because the staff felt more involved, as 
they could see what the ratings were. 
Oh, and they were able to introduce Six-
Sigma and the new CRM system after a 
couple of months!

Graham Yemm is a consultant with 
over 20 years experience. He works 
with a wide variety of organisations 
both in the UK and interna-
tionally, helping them to 
improve their performance 
and effectiveness. He is 
a partner in Solutions 4 
Training Ltd, a UK based 
consultancy. He can be 
contacted through www.
solutions4training.com or 
+44 (0)1483 480656.
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Case Study

Citroën success story proves that improving 
customer service increases profi ts.

 Management Services  Management Services Spring 2007Spring 200744

By Brenda Stewart
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Focusing on customer satisfaction
Logic dictates that the more satisfi ed 
customers you have, the more successful 
your business will be and the higher your 
profi ts. Of course, when you are running 
a multi-million pound business you can’t 
be at the front line making sure your 
staff are delivering service to customers 
in the way you want. And when it comes 
to investing in improving customer 
satisfaction, you want to know you are 
making changes where they will have 
most impact and where there will be a 
return on the investment.

Citroën UK has seen its share of the 
UK car sales market increase signifi cantly 
over the past couple of years. Certainly 
the company has produced some very 
popular models, but the company has also 
taken customer satisfaction very seriously. 
It has proved the link between customer 
satisfaction and profi tability and found 
in the process that just training front line 
staff in how things should be done isn’t 
always enough.

Shifting the customer satisfaction index
When Citroën UK found that its customer 
satisfaction index (CSI) had remained 

static for over 12 months, 
it started to look 

around for 
radical 

ideas 
to 

make an impact on this very stubborn 
set of statistics. It wasn’t that the fi gures 
were poor, but simply that they had hit 
a plateau. Citroën UK knew there was 
scope for improvement. Standing still 
wasn’t an option it wanted to consider.

In the search for a new approach 
that would kick life back into the CSI, 
Citroën UK came across an article by 
Cape Consulting talking about the very 
issues that Citroën UK knew it needed to 
address: improving the CSI by motivating 
the people who interact with customers 
to improve their service performance.

The pilot study
Very quickly Citroën UK decided to 
undertake a pilot study using Cape’s 
service performance measurement system. 
This involves analysing what constitutes 
‘ideal service’ in the eyes of customers 
and then developing a data collection 
and measurement system to motivate 
staff to focus on ensuring customers’ 
service priorities are met.

Involving staff
One of the important differences 
between Cape Consulting’s process and 
traditional customer opinion surveys is 
that staff are involved in the process from 
the outset. They are consulted on their 
views of the issues that are important 
to customers, are able to help with the 
design of the questionnaires and are 
trained to ask customers directly about 
their own performance. Involving staff 
in this way creates enormous buy-in 
for the process and makes them very 
aware of how their behaviour impacts 
on customers. The results of customer 
research are far more personal, providing 
a powerful incentive for improving 

performance and for acting on the 
feedback. Because staff know when 
the research has taken place, they 
are far more likely to believe in, 
and act on, the results than with 
other methodologies such as mystery 
shopping and post purchase telephone 

or postal questionnaires.

‘The Difference is You!’
Branded within Citroën UK as ‘The 

Difference is You!’ the starting point 
was a pilot programme involving 
two dealerships. There were four key 
objectives: engaging dealership staff 
in developing and delivering service 
behaviours that customers said were 
desirable; fostering a coaching culture 
amongst managers to provide support 
for change; creating a system capable of 
measuring behavioural aspects of service; 
and supporting a monitoring process to 
ensure that improvements were sustained 
in the long term.

Citroën UK already had very detailed 
customer research, so this was carefully 
analysed to defi ne key customer service 
behaviours about which customers would 
be asked.

The two areas for focus were sales and 
after-sales, where there are differing 
and distinct customer service priorities. 
Managers from both groups attended 
events where their views about service 
performance were sought. This was an 
opportunity to create buy-in for the 
process and for them to develop the 
skills they were going to need to support 
their staff in gathering data, developing 
action plans and focusing on service 
behaviours.

Collecting data from customers
The front line sales and after-sales staff 
who would be engaging customers in 
completing the questionnaires were then 
introduced to the process. 

They contributed their ideas both to 
the questionnaire content and design 
and to the proposed reporting process. 
This ensured that the reporting process 
would fi t with their working patterns 
and that the data being gathered would 
be relevant and actionable.  Although 
some people were initially sceptical 
about fi nding the time to hand out 
questionnaires, they found it very easy 
to fi t into the conversation and were 
pleasantly surprised by customer reaction. 
Debbie Thompson, a Sales Advisor 
said “Customers were pleased that the 
company thought their views were   
valued and we found that people were 
happy to complete the questionnaire 
there and then.”

“Standing still wasn’t an option 

Citroën wanted to consider”
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The results highlighted a delay in our parts 

back order system, which we have been 

able to resolve and now we can 

get information back to the customer more quickly

There was clear evidence that involving 

staff and developing their 

skills through coaching was a highly 

effective way of improving customer service

Personal results
There were two rounds of questionnaire 
collection and analysis. After each round 
the results were distributed to the 
individual staff who had been gathering 
data. They were encouraged to use the 
information to form a personal action 
plan, which they reviewed with their 
manager. Both staff and managers found 
the results very useful. For example, Mark 
Scott, a service adviser said the results 
“highlighted a delay in our parts back 
order system, which we have been able to 
resolve and now we can get information 
back to the customer more quickly”. 
Debbie Thompson said, “I learned that 
I didn’t have enough car service and 
technical information, so now I spend 
time with a technician to improve my 
knowledge.” 

Alan Assatourian, new car sales 
executive was surprised by some of the 
results “I learned that I was falling short 
on closing sales, so I got my manager 
involved so that I could learn from him.”

The front line staff’s individual scores 
improved over the two rounds of data 
collection, demonstrating that personal 
action planning was effective. As one 
of the service and body shop managers 
said “It is diffi cult to get honest, reliable 
and instant feedback, this programme 
allowed us to do so.”

The independent, external CSI results 
for the pilot dealerships improved. All the 
participants confi rmed that the process 
had created a sustainable improvement in 
service delivery behaviours.

Rolling out the programme
The majority of Citroën UK dealers are 
franchisees, and one of the fi rst and 
major challenges had been to persuade 
the franchisees involved in the pilot that 
they would derive benefi t by investing 
their time in this programme. High on the 
dealers’ agenda was whether there would 
be a direct business benefi t, so when 
the pilot was judged, Citroën UK knew 
that they were seeing a return on their 
investment.

Following the success of the pilot, 
Citroën UK decided to extend the 
programme to the 50 dealers who were 
performing least well on the company’s 
CSI. Moving their scores and improving 

their profi tability was a real challenge.
Success criteria for the roll out included 

each participating dealership signing a 
contract of commitment to the process. 

Payment by results
Formal measures for success included 
the scores for the roll out showing an 
improvement over the scores from the 
pilot and clear evidence of a positive 
impact on the CSI scores for participating 
dealers. Cape Consulting was certain that 
CSI scores would improve; so certain that 
a part of its fee was staked on meeting 
the success criteria.

Business results
Over 150 managers and 450 sales and 
after sales staff from 55 dealerships partic-
ipated in this phase of the programme 
and the results were impressive. The CSI 
scores for the dealerships involved in ‘The 
Difference is You!’ programme increased 
across all the agreed indicators and by 
a greater percentage than those not in 
the programme. The improvement was 
refl ected across both sales and after-sales 
experience. 

This was clear evidence that involving 
staff and developing their skills through 
coaching was a highly effective way of 
improving customer service. Bill Jeffries, 
national dealer training manager 
confi rms “‘The Difference is You!’ 
programme achieved great buy-in and 
support from our dealers, who are 
notoriously diffi cult to convince, and 
we believe the techniques they learned 
will continue to 
deliver sustainable 
improvements in the 
service we provide for our customers.” Bill 
Compton, a dealer principal confi rms the 
success of the programme 
amongst the dealership 
network 
“I’m well 
known for 
speaking my mind, and this is one of 
the best initiatives we have done with   
Citroën UK.”

To measure performance and profi t-
ability, Citroën UK groups dealerships 
of a similar type (size, location, number 
of staff) into six leagues. Across every 
league the results of the top performing 

dealerships in terms of CSI score are also 
refl ected in higher average net profi t. 
In addition, the top 10% of dealerships 
in terms of CSI score, contribute almost 
one third of the total net profi t for the 
whole of the dealership network. The 
motivation to improve the CSI scores 
could not be more compelling.

The conclusion is inescapable. There is 
a direct correlation between customer 
satisfaction and profi tability. It clearly 
pays to invest in keeping customers 
happy.

For more information contact 
Brenda Stewart, Cape Consulting,
tel: +44 (0)1483 230400 or email 
brendastewart@capeconsulting.com or 
visit www.capeconsulting.com.
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Staff fraud is increasing. Examples of ‘insider fraud’ make headlines 
almost daily. This can damage a company’s reputation, brand and 
staff morale, as well as losing thousands of pounds. Employers 

must be on their guard when vetting prospective employees and ensure 
that the environment for existing employees is one in which fraud 
cannot prosper.

CIFAS, the UK’s fraud prevention service and the Chartered Institute 
of Personnel and Development (CIPD) have launched free guidance to 
help employers understand the threats associated with fraud and help 
HR professionals manage the risks.

The guide, Tackling Staff Fraud – Guidelines for Employers, HR and 
Line Managers, offers advice on the nature of staff fraud, why staff 
fraud is a growing risk, combatting staff fraud, vetting and security 
screening, internal corporate culture, monitoring staff, effective policies 
for responding to identifi ed staff fraud and deterring fraudsters.

CIFAS research indicates that staff fraud has been a growing problem 
in recent years in respect of investigations, confi rmed cases, referrals 
and unconfi rmed cases. Some organisations have seen a 30% increase 
in the number of staff fraud referrals made to the relevant fraud 
department in the past year.

To download a free copy of the guide, Tackling Staff Fraud – 
Guidelines for Employers, HR and Line Managers, please visit 
www.cipd.co.uk/guides.
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With the advent of 
life membership we 
are attracting new 
members. There are 
still people who 
are engaged in 
management services 
who are not members 
and we would like them 
to join the Institute.

We can use our ‘direct 
entry’ route to fast 
track this and 
information is available 
from Brooke House.

We very much hope 
that our existing 
members will make 
potential members 
aware of this option.

Why Don’t YOU 
Join the IMS

What Next?
Contact the IMS for an application form
W:  www.ims-productivity.com
E:  admin@ims-stowe.fsnet.co.uk
T:  01543 266909
*  See address opposite

Incentive
A Prize Draw at Regional level will be established and all 
current members who recruit new members will be
entered. The prize draw will take place in early 2007.

Brooke House
24 Dam Street, Lichfi eld

Staffs WS13 6AA

  
•   Actively Promoting the IMS in your place of  work  
•  Encourage colleagues at work as well as 

professionally and social contacts to join the 
Institute

•  Refer potential new members to the Journal as 
an example of what the IMS is about

•  Remind potential members of the benefi ts of 
IMS membership, eg education system, regional 
structure, recognised professional qualifi cation

•  Up to the minute information via the IMS Journal 
and website professional support

• Undertaking contract/consultancy work


