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Chairman’s Column
A

few weeks ago we had
the General Election and
witnessed the spectacle
of the three main party leaders
all telling us how they were the
best person to lead the country
out of the present ﬁnancial

“Clearly great scope exists
for increased efﬁciency
in many Government
departments which should
see the increased application
of productivity techniques
to achieve this increased
efﬁciency”
nightmare. As we all know, the
election resulted in no one party
being able to form a Government
and the Conservatives and Liberal
Democrats ﬁnally agreeing
to work together and form a
Government. It will be interesting
to observe how such an unlikely
alliance progresses.
The new Government will
certainly be introducing cost
c
cutting
measures and a likely
r
result
is a reduction in Civil
S
Servants
numbers. Figures
r
released
by the Ofﬁce of National
S
Statistics
indicate that at March
2
2009
we had a total of 524,420
C
Civil
Servants in post. It is
i
interesting
to recall that in August
2
2004
Gordon Brown announced
a planned cut of 104,000 in Civil
S
Service
numbers which then

stood at 523,580. It would appear
that the planned reduction
never actually happened. Clearly
great scope exists for increased
efﬁciency in many Government
departments which should see
the increased application of
productivity techniques to achieve
this increased efﬁciency.

Wider application
In November 2004, the Inland
Revenue introduced Lean
working practices into its Lothian
processing ofﬁce and then into its
Portsmouth and Cardiff ofﬁces.
In 2007, a Director of the HM
Revenue & Customs (HMRC)
indicated that the Lean trial
introduced in 2004 indicated that
the wider application of Lean
in HMRC could achieve ‘better
customer service in addition to
efﬁciency savings’.
I suspect anyone who has dealt
with HMRC in recent years would
not agree with this statement, as
one has to spend long periods on
the telephone trying to contact
revenue helplines that seldom
answer and, when they do, are
not very helpful. I know of one
retired colleague who has been
trying to resolve an issue with
HMRC for two months and has
so far had correspondence from
eight different HMRC ofﬁces in
the UK. My colleague has been
sent demands for immediate
payment of £22,000, been
threatened with legal action, and
ﬁnally been told by an ofﬁcer of
HMRC that they think an error
has been made but it will be
another three months before the
paperwork can be reviewed and
this error rectiﬁed. I am not really

convinced that this indicates any
degree of customer satisfaction
or even efﬁciency on the part of
HMRC.
Clearly the use of productivity
techniques like Lean can play
a key role in bringing about
cost savings in Government
departments like HMRC but,
equally, cost savings do not always
equate to increased customer
satisfaction. The real key is to
make systems more efﬁcient
while also increasing customer
satisfaction.

Recognition
The Institute is continuing to
implement its strategy for the
future. We have contacted all
our overseas members seeking
information on education
providers abroad with a view to
making our examination system
more widely available worldwide.
It is interesting to see the national
companies like Asda, Tesco and
Waitrose, who are now sending
staff on our Certiﬁcate Course
and recognising the valuable
role the techniques learnt on the
course can play in making their
companies more efﬁcient.
We have reviewed the IMS
website and plan changes to its
format and structure. Our Journal
continues to be recognised as
the main source of productivity
articles and information on
increased efﬁciency.
As always, I am available if
any member wishes to contact
me to discuss any matter,
my email address is
blanch2203@googlemail.com.
David Blanchﬂower
Chairman
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Regional News
North West Region

Scottish Region
ofessional
The six professional
institutes (including the
IMS) that make up the API
are pleased to support the
students in their endeavours.
Dr Andrew Muir
Deputy Chairman

Competition Winners
Scottish Region Chairman Bob Smith
relaxes prior to teeing off at the
Association of Professional Institutes’ (API)
Golf Outing at Elmwood Golf Course

Bob Smith (Scottish Region
Chairman) represented the IMS
at the API Golf Outing, held at
Elmwood Golf Course on 14
May.
Elmwood Golf Course is
owned and managed by
Elmwood College. It allows
students, studying for a career
in the golf business, to develop
their skills and knowledge within
a real working environment.
The College is recognised as
a national and international
centre for golf related
specialisms. It offers courses in
Golf Facility Management at
Higher National Certiﬁcate and
Diploma levels.

The winners of the
competition in the Spring 2010
issue of the Journal were:
Mike Hack of Manchester;
Michael Starford of Wakeﬁeld;
and A Jayanthi of Bangalore,
India. They will all receive
an Institute Tie for correctly
answering the
questions in
the Productivity
Quiz.
The answers
were: 1 b; 2 c;
3 d; 4 b;
5 b;
6 d;
7 b;
8 d;
9 b; 10 a;
11 c; 12 b;
13 d; 14 b;
15 b; 16 b.

Graeme McNeill
Liverson Mdongo
Mary T Molokwe
Moses M Moreri
Tshepo Moshaga
Zibo O Mosimanyana
Lame S Mothebe
Gay M Motshome
Balatedi Mpule
Stephen Mynard
Keith W Nash
Kelebogile Nkgabane
Tebogo A Nkuru
Jon G Northwood
Karen A Oates AMS
William C Overton
Ernest J Percival

Khabe Radinoga
Stacey Ralphson
Galeome Ramajalwa
Susan M Ramolemana
Shathani Sebonego
Keneilwe C Senyarelo
Chuma Sesinyi
Jonathan J Stirling
Cyril Gordon Suttle
Patricia Tabengwa
John P Talbot
Christopher J Teasdale
Marcus D Torincsi
Mositi O Tsenang
Selina Tsheko
Simon Wadsworth
Abdulla H Z Yafai

Developing skills
Brian Mann’s TSR2 lecture was reported on in the Spring issue of the journal. Keith
Gowing has kindly sent in a photograph of the event. Left to right: Harry Hogg,
Chairman Kevan Kelly, Brian Mann, Bob Fletcher, Len Price, Keith Gowing

A busy calendar
There will be a visit to Jodrell
Bank Radio Telescope Array on
7 July. Please arrive at the Visitor
Centre at 1.30pm to be ready to
start at 2pm. The Centre lies just
off the A535, between Holmes
Chapel and Alderlwey Edge,
about six miles from junction
18 on the M6. Entrance costs
around £1.50 and numbers are
limited. Those wishing to attend
should contact Harry Hogg on
01942 863776.
A talk entitled ‘Recollection
of Working Days’ will be given

by Robert Fletcher on 22 July at
the Methodist Theatre Church,
Seymour Road, Bolton. Please
arrive at 10am with a view to
starting at 10.30am. Topics will
include engineering, textile
studies, education, work study
and consultancy. This is a Probus
Group meeting but Robert
has kindly invited NW Region
members to attend.
For further information,
please contact Robert Fletcher
on 01204 524279 or Keith
Gowing on 01619 620367.
Keith Gowing

IMS Certiﬁcate
Students who were
awarded the IMS
Certiﬁcate in 2009
Ponatshego Bathamile
Steven J Carter
Kitso Dithokwa
Neil Egan
Bob Esau
Kathryn G Firth
Brendan Fitzgerald
Unami M Gondo
Craig Hamilton
Andrew Harber

Steven C Hopkins
Steve Johnson
Keith T Jones
Mohan L Kalair
Florah Kijogoo
Mmapula Leepile
Godiraone G Legwaila
Sarah E Lord
John Lucken
Kagiso Maphane
Moanamisi A Maphane
Kegomoditswe T Mathake
Matshwenyego Z Matlapeng
Neil McCarthy
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Obituary
Arthur Hulme
- Honorary
Fellow IMS
(1916-2010)

I

t is with great sadness
that I report the death of
Arthur Hulme, Hon FMS.
Arthur passed away suddenly
but peacefully on 14 March
2010, aged 94. He will be
fondly remembered by all his
colleagues in the NHS and IMS.
Arthur was married to his
wife Vera for over 60 years.
They were not blessed with
any children. Arthur was a
proud Lancastrian and moved
south to join the NHS.
In 1957 the Ministry of
Health issued a directive
allowing each Region
to appoint up to seven
‘organisation & methods’
(O&M) work study ofﬁcers.
Their purpose would be to
carry out in-depth efﬁciency
studies into methods of
working – covering domestic
services, laundry and linen
services, gardening, laboratory
procedures, nursing and other
selected clinical areas.
Arthur Hulme joined the
Manchester Regional Hospital
Board as one of three work
study ofﬁcers in 1958. He had
formerly been carrying out
similar work in a range of
industries. In September 1960,
he became the East Anglian
Region Hospital Board’s ﬁrst
Organisation and Methods
Work Study Ofﬁcer.
He quickly discovered that
his appointment was generally
viewed with trepidation and
was faced with the prospect of
having to ‘sell’ himself.
The Region Medical Ofﬁcer
referred to the O&M work
study as a ‘gimmick’ yet to be
put to the test. The Treasurer
was not convinced, particularly
about what ﬁnancial
savings could be achieved
The Regional Engineer was
interested but fell silent when
told Arthur was an expert on
laundries.
The climate among the
12 Hospital Management
Committees (HMC) had yet to
be tested. Arthur arranged a
series of one-day seminars in
Cambridge and all the heads

News

of the HMCs attended. Within
two weeks, large numbers
of invitations arrived in the
secretary’s ofﬁce requesting
work study surveys in the
many departments of the
region’s hospitals. With only a
one man team it was proving
a difﬁcult task.
The ﬁrst study was carried
out in February 1961 on
the portering services at
Newmarket General Hospital.
It generated more than
60 recommendations. An
understanding was given
that there would be no
redundancies and that staff
cuts, if necessary, would be by
natural wastage. This policy
was pursued throughout the
region and further in-depth
studies followed.
Eventually, management
became more accustomed to
the new services and within
two years demand had grown.
Between 1961 and 1967, more
staff were recruited and it was
decided to set up ‘out-posted
teams’ of ofﬁcers in the main
hospital centres of Norwich,
Ipswich, Peterborough and
Cambridge.
In 1966, another milestone
was reached (apart from
England winning the world
cup). The region became
the ﬁrst to be allowed to
carry out an experimental
incentive bonus scheme,
choosing for this purpose
the group laundry at Bury
St Edmunds. The scheme
created nationwide interest
and Arthur was eventually
appointed to a national
committee on pay and
productivity in the NHS.
In 1968, the Government
established a ‘Prices and
Incomes Board’, which
produced the important
‘Report 29’. The main thrust
of this report was that staff
employed in the public sector
were among the lowest paid
and that their productivity
was very low. It recommended
that steps should be taken to
improve the situation.

The report led to the
introduction of incentive
schemes in many areas,
including ancillary staff in
the NHS. All schemes had
to be self ﬁnancing, which
meant that the new working
practices would have to
produce savings to cover
the bonus payments. These
schemes were also valuable
from another viewpoint.
They provided weekly
‘management controls’, so
that section managers could
see how their departments
were working. Such a system
had never been known before
in the NHS.
From its inception in
1961 until 1981, some 1100
efﬁciency studies were carried
out, resulting in considerable
ﬁnancial beneﬁts and better
working methods.
Arthur was a founder
member of the Cambridge
Branch of the IMS. He was
also a member of the Eastern
Regional Board, which he
served with distinction. He was
very active in the formation of
the Health Services Specialist
and served on its board as
secretary for over 20 years.
In 1981 Arthur received the
‘Geographical Services Award’
for outstanding contribution
to the work of the Institute.
Despite his heavy workload
and commitment to the IMS,
Arthur still found time to carry
out other activities. He was a
member of the local rambling
club,the bowling club and
even a keen cyclist. Even at
the age of 94, he cycled to the
village every morning for a
copy of his beloved Guardian.
He was also founder member
and vice-president of the
Cambridge branch of the NHS
Retirement Fellowship. At our
last meeting before he died,
we were discussing matters
relating to the Institute. He
loved our profession and all it
stands for. I am proud to have
known Arthur and worked
with him.
Harry Downes
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Student of the Year

C

ompanies from all
business sectors send
delegates to Scott-Grant
to study for the IMS Certiﬁcate,
the industry standard
professional qualiﬁcation, but
it was the retail sector that
provided the top students in
2009.
Simon Wadsworth joined
Waitrose Ltd three years ago as
part of the graduate scheme.
He moved to Productivity
Systems in June 2008, keen
to change from a branch
role to one involving a more
strategic direction. Everyone in
Productivity Systems at Waitrose
needs the IMS Certiﬁcate, so he
started studying with ScottGrant.
Simon attended the four
week course in Manchester,
passing each exam well. Just
how well became clear on the
day when he was told he had
achieved the highest marks
of all Scott-Grant delegates
throughout 2009 and was
declared their Student of the
Year.
To celebrate his success, Simon
was invited back to Scott-Grant’s
head ofﬁce and training centre
in Manchester, along with his
manager, Rob McCoy. There
they met the IMS Chairman
David Blanchﬂower, some of
Scott-Grant’s directors and
managers and the runners-up.

Retail success
Tying for second place were
delegates from the retail
divisions of Asda and Tesco:
Andrew Harber, a Productivity
Process Analyst with Tesco
Stores Limited and Industrial
Engineer Kathryn Firth at
Asda Limited. Kathryn was
accompanied by her boss,
Productivity Manager Rory
Graham, when they came
to Scott-Grant’s ofﬁces in
Manchester to receive
their awards.

Waitrose is no stranger to
Scott-Grant’s Student of the
Year presentation; only two
years ago Rob had come to
Manchester with Fiona Felton,
then a Productivity Systems
Analyst, who was a runner-up
in 2007.
Simon was presented with
a certiﬁcate and cheque and
was awarded life membership
of the Institute from IMS
Chairman David Blanchﬂower.
Scott-Grant’s Training and
Technical Director Mike Seaman
presented Simon with a framed
certiﬁcate, bottle of champagne
and a personal gift. Simon
commented: “I worked hard
but I really enjoyed the course;
it was relaxed, with plenty of
humour and a really effective
learning environment.”
Simon has been using much
of what he learnt on the
course in his work as part of a
team building a new system to
manage branches’ pay budgets.
“All the data from the work
measurement studies over the
last few years is in Standard
Minute Values, so I’ve been able
to put all that into the new
system. We’re about to trial it

in the branches, so it’s really
exciting.”

Almost perfect
Training and Technical Director
Mike Seaman felt that special
recognition should be given
to Jon Northwood, Logistics
Project Manager (Hovis), for
his outstanding achievement
in Module 2. He turned in
an almost perfect Time Study
Practical exam with 99.5%.
Mike said: “All the delegates

Celebrating success – left to right: Jon
Northwood, Colin Moran (lecturer),
Andrew Harber, Mike Seaman, Simon
Wadsworth, David Blanchﬂower,
Kathryn Firth, Richard Taylor

we’d trained in 2009 were of
a high standard – Jon’s Time
Study work was particularly
impressive.”
Gifts and certiﬁcates were
given to all the successful
students; after the presentation
all attendees headed for a
celebratory lunch.
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CHARTER ROOM, THE GEORGE HOTEL, BIRD STREET, LICHFIELD, STAFFORDSHIRE WS13 6PR

Notice of Annual General Meeting
NOTICE IS HEREBY GIVEN of the forty fifth Annual General Meeting of the Institute to be held at
Charter Room, The George Hotel, Bird Street, Lichfield, Staffordshire WS13 6PR
on Friday 22 October 2010 at 11.00 am to conduct the following business.
1)

To receive the Annual Report and Accounts

2)

To confirm the following Bye-Law No 1/2010
Membership subscription for 2011 shall be for Life Membership at a rate of £250.00 for all members.
An annual membership fee of £130.00 will be available on request.

3)

To re-appoint Leftley Rowe and Company as Auditors for the ensuing year.

By Order of Council of Management
6 June 2010

Harry Downes
Secretary

Institute of Management Services

FORM OF PROXY – FOR CORPORATE MEMBERS ONLY
I (full name)…………………………………..…….of (full address)……………..…………………………………..
…………………………………………………………………………….……………………………………………
Membership Grade……………………………………..… Membership No ………….……………………………...
Hereby appoint D Blanchflower of ‘Rose Cottage’ 2 Lady Anne Close, Scarisbrick, Ormskirk, Lancashire, L40 9PZ or
failing him the Chairman of the meeting to vote for me and on my behalf in accordance with the directions, if any, given
hereunder at the forty fifth Annual General Meeting of the Institute to be held at Charter Room The George Hotel, Bird
Street , Lichfield, Staffordshire WS13 6PR on Friday 22 October 2010 at 11.00 am and at every adjournment thereof.

RESOLUTION NO 2 FOR / AGAINST *
(Bye-Law No: 1/2010)

RESOLUTION NO 3 FOR / AGAINST *
(Appointment of Auditor)
*delete as applicable

as witness my hand the…………..………………….day of ………………………………………………2010
Signed……………….…………………………………..
This proxy form must be deposited at the head office of the Institute by not later than 10 am on Friday 24th September 2010.
The name of D Blanchflower has been inserted (or chairman of the meeting) to ensure that your vote is cast in the way you have indicated. You may however, insert
another proxy holder if you wish who must be a corporate member of the Institute, but your vote will not be recorded if he or she is not present at the meeting.
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View of the village

An 1810 lifestyle reality or
a 2010 political ambition?

Andrew Muir
introduces a celebration of
the life and achievements
of Robert Owen.

I

f I was to give you the
following list of headings,
you would be forgiven
for thinking they were part
of a political manifesto in
the run-up to the general
election that was held on 6
May 2010. Yet these were
ideas expressed some 200
years ago by Robert Owen, of
New Lanark fame, as part of
his campaign for a better and
fairer society.
• A new society for the new
millennium;
• Education;
• Social inclusion/early
intervention;
• Parenting classes;
• Working conditions;
• Employment training;
• Child care;
• Workplace nurseries;
• Women’s rights;

• Health, preventive medicine
and health education;
• Care for the elderly and
inﬁrm;
• The environment;
• Universal harmony;
• International co-operation.
Robert Owen was born
in 1771 in Wales. In 1799
he married Caroline Dale,
whose father owned the
New Lanark Mills. On New
Years Day 1800, he became
manager of the mills and
decided to try an experiment.
His plan was to introduce
changes that would improve
the lives of those living and
working in the village. He
hoped these changes would
help to make them good and
happy citizens.
I ﬁrst visited New Lanark

more than 30 years ago and
have been back several times
since. It is a special place and
one can understand why
it has been granted World
Heritage Status by UNESCO.
My interest in Robert Owen
was rekindled recently when
a friend of mine advised me
that there was a campaign
in the Scottish Parliament to
have Owen’s image printed
on the new bank notes. In
my opinion, such recognition
is well deserved for this truly
remarkable man whose ideas
remain amazingly relevant
today.

A new society for the
‘New Millennium’?
Robert Owen often talked of
the ‘New Millennium’; a time,
he hoped, society would be

greatly improved. When he
opened the Institute of the
Formation of Character on
New Year’s Day 1816, he gave
an address to the Inhabitants
of New Lanark, in which he
outlined his hopes for the
Millennium, his plans and his
notion that education was
the means of achieving a
better and fairer society.
The address included these
memorable words: “What
ideas individuals may attach
to the term ‘Millennium’ I
know not; but I know that
society may be formed so
as to exist without crime,
without poverty, with health
greatly improved, with
little, if any, misery and with
intelligence and happiness
increased a hundredfold;
and no obstacle whatsoever
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intervenes at this moment
except ignorance to prevent
such a state of society from
becoming universal.”

Education
Owen’s campaign for
education as a means of
eradicating society’s problems,
and making people happy and
more fulﬁlled, was prominent
throughout his working life:
“To train and educate the
rising generation will at all
times be the ﬁrst object of
society, to which every other
will be subordinate.” (The
Social System, 1826).
“ The three lower rooms (in
the Institute) will be thrown
open for the use of the adult
part of the population, who
are to be provided with every
Robert Owen’s house

accommodation requisite
to enable them to read,
write, account, sew or play,
converse or walk about. Two
evenings in the week will be
appropriated to dancing and
music, but on these occasions,
every accommodation will be
prepared for those who prefer
to study or to follow any of
the occupations pursued on
the other evenings.” (Address
to the Inhabitants of New
Lanark, 1816).

Social inclusion and early
intervention
Social Inclusion and early
intervention have both
been key aspects of the
government’s social policy
in the 1990s and early 21st
century. Robert Owen was

including them in his plans
for the Institute back in 1816
when he stated that the
building would accommodate
more than just the children of
New Lanark, and that anyone
in Lanark or the surrounding
neighbourhood who could
not afford to educate their
children, would be at liberty
to send them to it, where:
“They would receive the
same care and attention as
those who belong to the
establishment. Nor will there
be any distinction made
between the children of those
parents who are deemed the
worst, and of those who may
be esteemed the best members
of society; indeed I would
prefer to receive the offspring
of the worst, if they shall be
at an early age; because they
really require more of our
care and pity and by welltraining these, society will be
more essentially beneﬁted
than if the like attention
were paid to those whose
parents are educating them in
comparatively good habits.”
(Address to the Inhabitants of
New Lanark, 1 January 1816).

Parenting classes
“One of the apartments (in the
Institute) will also occasionally
be appropriated for the
purpose of giving useful
instruction to the older classes
of the inhabitants. For, believe
me, my friends, you are yet
very deﬁcient in this regard
to the best modes of training
your children, or of arranging
your domestic concerns.”
(Address to the Inhabitants of
New Lanark, 1816).
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Working conditions

Employment training

Owen’s extremely
advanced system of factory
management, which he
pioneered at New Lanark
Mills, gained him credibility,
not only as a successful
businessman, but also as a
benevolent employer. He
proved that commercial
success could be achieved
without exploitation of those
employed; his approach
to social and economic
organisation was extended
beyond the mill ﬂoor into
every aspect of village life.
“ The working classes may
be injuriously degraded and
oppressed in three ways:
1. When they are neglected in
infancy.
2. When they are overworked
by their employer, and are
thus rendered incompetent
from ignorance to make a
good use of the high wages
when they can procure
them.
3. When they are paid low
wages for their labour.”
(On the employment of
children in manufactories,
1818).
“The lowest stage of
humanity is experienced
when the individual must
labour for a small pittance
of wages from others.”
(From a paper dedicated to
the Governments of Great
Britain, Austria, Russia,
France, Prussia and the
United States of America,
London, 1841).
“Eight hours’ daily labour
is enough for any human
being, and under proper
arrangements sufﬁcient to
afford an ample supply of
food, raiment (clothing) and
shelter, or the necessaries
and comforts of life, and for
the remainder of his time,
every person is entitled to
education, recreation and
sleep.” (From the Foundation
Axioms of Owen’s ‘Society
for Promoting National
Regeneration’, 1833).

“Train any population
rationally, and they will be
rational. Furnish honest
and useful employments to
those so trained, and such
employments they will greatly
prefer to dishonest or injurious
occupations. It is, beyond
all calculation, the interest
of every government to
provide that training and that
employment; and to provide
both is easily practicable.” (A
New View of Society – Essays,
1813-1816).
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Child care/workplace
nurseries
“The Institution has been
devised to afford the means
of receiving your children at
an early age, almost as soon
as they can walk. By this
means, many of you, mothers
and families, will be able to
earn a better maintenance or
support for your children; you
will have less care and anxiety
about, while the children will
be prevented from acquiring
any bad habits, and gradually
prepared to learn the best.”
(Address to the Inhabitants of
New Lanark, 1816).

Women
Robert Owen’s views had
particular appeal for women.
At a time when men were
hostile to women’s rights,
he courted controversy by
denouncing marriage, as it
then existed, as a form of
slavery for women.
“Women will no longer
be made the slaves of, or
dependent upon men.... They
will be equal in education,
rights, privileges and personal
liberty.” (Book of the New
Moral World: Sixth Part, 1841).

Rules for the inhabitants
of New Lanark
Robert Owen drew up a list
of rules for the inhabitants
of New Lanark. These
encouraged community
responsibility, religious

tolerance, and other good
habits amongst the villagers.
“Parents shall be answerable
for their children, and
householders for their
lodgers.”
“None of the inhabitants of
same village shall injure any
fences about it, or upon the
farm, whether stone, dyke, or
hedges; nor any of the houses,
ground, or plantings, nor any
of the company’s property, of
whatever nature it may be;
but,on the contrary, when
they see children or others
committing such damage,
they shall immediately cause
them to desist from it, or
if that shall not be in their
power, give notice at the
principal counting-house of
the offences, and who are the
offenders.”
“As there are a great
variety of religious sects in
the world (and which are
probably adapted to different
constitutions under different
circumstances, seeing there are
many good and conscientious
characters in each), it is
particularly recommended,

Portrait of Robert Owen. Image courtesy
of the New Lanark Trust
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as a means of uniting the
inhabitants of the village
into one family, that while
each faithfully adheres to
the principles which he most
approves, at the same time all
shall think charitably of their
neighbours respecting their
religious opinions, and not
presumptuously suppose that
theirs alone are right.” (All
of above from the Rules and
Regulations for the Inhabitants
of New Lanark, 1800).

Health, preventive
medicine and education
“The advanced members
of the medical profession
know that the health of
society is not to be obtained
or maintained by medicines;
– that it is far better, far
more easy and far wiser, to
adopt substantive measures
to prevent disease of body
or mind, than to allow
substantive measure to remain
continually to generate causes
to produce physical and
mental disorders.” (Book of
the New Moral World, Third
Part, 1842).
“It is in the interest of the
individual and of all society,
that he should be made, at the
earliest period, to understand
his own construction, the
proper use of its parts, and
how to keep them at all
times in a state of health; and
especially that he should be
taught to observe the varied
effects of different kinds of
food, and different quantities,
upon his own constitution
– he should be taught the
general and individual laws
of health, thus early, that he
may know how to prevent
the approach of disease.
And the knowledge of the
particular diet best suited to
his constitution, is one of the
most essential laws of health.”
(Book of the New Moral
World, Third Part, 1842).
“To preserve permanent
good health, the state of
mind must be taken into

Robert Owen

consideration.” (Book of the
New Moral World, Third Part,
1842).

Care for the elderly and
inﬁrm
“In advanced age, and in cases
of disability from accident,
natural inﬁrmity or any other
cause, the individual shall be
supported by the colony, and
receive every comfort which
kindness can administer.” (The
Social System – Constitution,
Laws, and Regulations of the
Community, 1826).

Entrance to the Institute

The environment
“They will be surrounded by
gardens, have abundance of
space in all directions to keep
the air healthy and pleasant.
They will have walks and
plantations before them.”
“To obtain and preserve
health in the best state to
ensure happiness, pure air
is necessary. It is at once
obvious that large cities and
extensive manufactories are
not well calculated to permit
pure air to be enjoyed by
those who live in the one,
or who are employed in the
other. The advantage of
pure, and the disadvantage
of impure air are experienced
each time we breathe, and
all who understand the
causes of disease know that
an impure atmosphere is
most unfavourable to the
enjoyment of health, and
an efﬁcient cause to shorten
human existence within the
natural life of man.” (Book of
the New Moral World, 1842).

Campaign for universal
harmony
“Is it not the interest of the
human race, that everyone
should be so taught and
placed, that he would ﬁnd his
highest enjoyment to arise
from the continued practice
of doing all in his power to
promote the well being, and
happiness, of every man,
woman and child, without

Mill worker’s house

regard to their class, sect,
party, country or colour?”
(From a Paper Dedicated to
the Governments of Great
Britain, Austria, Russia, France,
Prussia and the United States
of America, published by
Robert Owen, 1841. This is the
17th of 20 Questions to the
Human Race).
“It is therefore, the
interest of all, that everyone,
from birth, should be well
educated, physically and
mentally, that society may
be improved in its character
– that everyone should
be beneﬁcially employed,
physically and mentally,
that the greatest amount of
wealth may be created, and
knowledge attained, that
everyone should be placed in
the midst of those external
circumstances, that will
produce the greatest number

Statue of Robert Owen.
Photo by BinaryApe
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of pleasurable sensations,
through the longest life,
that man may be made truly
intelligent, moral and happy,
and be, thus, prepared to enter
upon the coming Millennium.”
(A development of the
principles and plans on which
to establish self-supporting
home colonies, 1841).

International co-operation
“There is but one mode by
which man can possess in
perpetuity all the happiness
which his nature is capable of
enjoying – that is by the union
and co-operation of ALL for the
beneﬁt of EACH.
“Union and co-operation
in war obviously increase the
power of the individual a
thousand fold. Is there a shadow
of a reason why they should
not produce equal effects in
peace; why the principles of
co-operation should not give
to men the same superior
powers, and advantages, (and
much greater) in the creation,
preservation, distribution and
enjoyment of wealth?” (The
Social System, written in 1821,
The village’s power source (The River Clyde) published in 1826).

It is evident from the above,
that Robert Owen was
truly a remarkable man;
the international cultural
inﬂuence of his campaign for
a better and fairer society is
one of the criteria by which
New Lanark was assessed by
UNESCO as being worthy of
World Heritage Status. For
these reasons the inclusion
of his image on a new bank
note would indeed be well
deserved.
Finally, I headed this article
‘An 1810 lifestyle reality or a
2010 political ambition?’ – is
it not truly amazing that after
200 years, politicians are still
trying to woo us with the
promise of a better and fairer
society than Robert Owen
achieved in New Lanark in the
early 1800s?
For further information, visit
the ofﬁcial New Lanark Trust
website at www.newlanark.
org, or better still, visit New
Lanark, a World Heritage Site.
Extracts taken from
www.newlanark.org/
robertowen are reproduced
with kind permission from the
New Lanark Trust.
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Rethinking
Lean Service
In part two, John Seddon and Brendan O’Donovan
explore the standardisation of service organisations.

Understanding service
organisations
To return to transactional
service organisations, when
we set out to comprehend
them as systems, we learn, as
Deming argued, that what
he called the present style
of management (described
here as based on the ‘Core
Paradigm’) has fundamental
ﬂaws.
One ﬂaw is the assumption
that all demand is
‘production’ – work that
has to be done. By studying
demands customers place on
transactional service systems,
from the customer’s point of
view, you learn that much
of the demand is waste and,
worse, it creates further
wasteful activity.

Value and failure
demand
In services, there are two
high level types of demand
entering the system: ‘value’
and ‘failure’ demand. Value
demands are the ones
companies want customers
to place on the system, the
reason that the company
is in business is to serve
these demands. Failure
demands are: ‘demands
caused by a failure to do
something or do something
right for the customer.’
(Seddon, 2003, p26). When

service organisations do
not do something that the
customer has been expecting,
customers call back, turn up
again, or otherwise create
more demand and hence
more work. These, and
failures to do something right
from the customers’ point of
view – not solving a problem,
sending out a form that a
customer has difﬁculties
with and so on, represent a
signiﬁcant means to improve
service delivery and reduce
costs. Treating failure demand
as though it is just more work
to be done is to fail to see
a powerful economic lever.
If we were to use Deming’s
language, failure demand is a
form of sub-optimisation. In
Ohno’s language, it is a type
of waste.
It is noteworthy that
failure demand is not among
the ‘seven types of waste’
promoted by the lean tools
literature. Failure demand
is a systemic phenomenon
that is peculiar to service
organisations; it is, also,
the largest form of waste
in transactional service
systems, when managed
according to the present style
of management. Given the
economic leverage its removal
provides, it is a poignant
illustration of the general
argument against ‘lean’ as

“Treating failure demand as
though it is just more work to be
done is to fail to see a powerful
economic lever”
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tools. Starting an intervention
with tools is to ignore the
priority to know ﬁrst your
problem(s).
Ohno saw the purpose of
the TPS as the eradication of
waste: ‘The most important
objective of the Toyota
system has been to increase
production efﬁciency by
consistently and thoroughly
eliminating waste.’ (Ohno,
1988, pxiii). And: ‘The
preliminary step toward
application of the Toyota
production system is to
identify wastes completely.’
(Ohno, 1988, p19).
Failure demand is waste.
Predictable failure demand
is preventable, a ‘common
cause’ in a system, to use
Deming’s language.
In the authors’ experience,
all transactional service
organisations have largely
predictable demand.
Predictable failure demand
points management’s
attention to services that
need to be re-designed. By
understanding value demands
from the customers’ point
of view, management’s
attention is drawn to the
advantage of designing
the organisation to absorb
variety. While Ohno’s (TPS)
purpose was to build cars
at the rate and variety of
demand, a transactional
service system’s purpose is,
we argue, to absorb the
variety of customer demand.
Understanding the problem
leads to tools (or methods)
with which to solve it5.
Waste cannot be removed
without understanding its
causes. It is axiomatic that
the primary cause of failure
demand is the failure of
the system to absorb the
variety of customer demands.
The single greatest reason
for transactional service
systems to fail to absorb
variety is standardisation.
To the prevailing style of
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management, this realisation
comes as a signiﬁcant shock.
To give just one example of
the impact of standardisation
on performance, we return
to HMRC (HM Revenue
& Customs), where the
standardisation of taxation
services has created failure
demand, not only back in
to HMRC6 but also to many
organisations ‘down-stream’
that are consuming resources
dealing with the failure
of the primary service(s)
to work: local authorities,
housing associations, advice
centres, voluntary agencies,
legal services and the courts
are ﬁlled with demand
created by the failure of
HMRC (and the Department
for Work and Pensions) to
provide the primary service
effectively (Advice UK, 2008).
In transactional
service organisations,
standardisation, central to the
present style of management
and valued by managers as
a way of managing costs,
can often drive costs up.
Customers can ‘see’ the
waste: they know how many
times they need to call to get
a service from their point of
view, they are irritated by
interactive-voice-response
systems that fail to get them
to someone who can help
them and hence mean they
have to repeat themselves,
they are infuriated by service
workers who follow their
scripts or procedures and thus
fail to listen to or solve their
problem.

While we have explored
the genesis of standardisation
in service management
literature and practice and
the ﬁt with the lean tools
movement, it is worth
pausing to reﬂect on the leantools promoters’ arguments
for starting any intervention
with standardising the
work. They often argue
that Ohno said: ‘ﬁrst you
must standardise before you
can improve’. While this is
essential in manufacturing,
in a service organisation to
standardise would diminish
the system’s ability to
absorb variety. Moreover,
in keeping with the current
top-down conventions, the
standardisation of work
in service organisations is
typically determined by the
hierarchy and/or experts
and imposed upon workers;
a common feature of
tools-based interventions.
By contrast, Ohno placed
importance on workers
writing their standards
themselves: ‘Standards
should not be forced down
from above but rather set
by production workers
themselves.’ (Ohno, 1988,
p98).
It is a central feature of
the TPS (Toyota Production
System) that improvements
are made by workers
adhering to a scientiﬁc
method, an essential
component in organisational
learning (Spear and Bowen,
1999). Missing this essential
emphasis, Womack,

16

Management Services
Summer 2010

Jones and Roos (2007)
placed the responsibility
for standardisation with
management: ‘The work
process itself, along with the
management process, must
be absolutely standardized
by managers, and by
manufacturing and industrial
engineers as well, before
a work team can have
any hope of improving it.
Standardization in this context
means creating a precise and
commonly understood way to
conduct every essential step
in every process.’ (Womack,
Jones and Roos, 2007, p290).
In service organisations
employing lean tools,
the work typically has
been standardised and
industrialised from an
internal, cost-focussed point
of view. Managers dumbdown the ﬁrst point of
contact (or out-source it) to
employ cheaper labour and
fragment the ﬂow of work
(again, to reduce training
time and lower labour costs).
The consequences are more
handovers; meaning more
waste, and an increasing
likelihood of failure demand
(further waste). The more
work is fragmented – sorted,
batched, handed over and
queued, the more errors
creep in. Every time a ﬁle is
opened, it has to be re-read
(duplication). These problems
are exacerbated as workers
are working to activity
targets.
This is a further ﬂaw in
the ‘Core Paradigm’: holding
workers accountable for their
work activity. Managers pay
attention to activity statistics,
monitoring workers and
doing ‘one-to-ones’ with
those who fail to meet their
activity targets. As Deming
pointed out, this is to focus
on the wrong things: ‘I
should estimate that in my
experience most troubles
and most possibilities for
improvement add up to

Lean

proportions something like
this: 94% belong to the
system (responsibility of
management) 6% special.’
(Deming, 1982, p315).
Deming knew that holding
workers to account for these
variations in the system was
a nonsensical proposition
that would only lead to
the demoralisation of the
workers. Deming instead
encouraged managers to
study variation and its causes
– for example, things that
would make the calls in a
call centre longer or shorter.
Imagine the potential causes
of variation in a call centre
worker’s performance: the
nature of the call, the type of
customer, whether processes
have been designed from
a customers’ point of view
(and as managers rarely study
demand, that is unlikely),
whether the IT system works
today, whether people in
other departments have
told customers things they
did not tell people in the
call centre, the knowledge
of the worker and so on.
These are the things that
affect performance and are
the things managers should
be focused on (the ‘94%’
in Deming’s terms). When
management’s attention is
on the system (the 94%),
signiﬁcant performance
improvement follows (see, for
example, Pyke, 2008).

The better alternative
Following Deming and Ohno,
the better way to design and
manage service organisations
is to understand and manage
the organisation as a system.
The systems archetype
below describes a design
for managing transactional
services in such a way as
to see and remove waste
continuously (a feature that it
shares with the TPS).
By understanding the
demands from customers, it
is possible to train workers
against the high frequency,
predictable value demands
(‘things we know we are
going to get a lot of’) that
are hitting the system. The
consequences are shortened
training times and more
productive employment
of the worker. When the
worker receives a customer
demand for which he or she
is not trained, the required
expertise is ‘pulled’ as
needed. In this way, worker
training is directly related
to the requirements of the
work. The worker aims to
achieve single piece ﬂow
(to deal with each demand
as it enters the system right
through to resolution for the
customer, before beginning
with another demand) or, if
the work has to be handed on
to a ﬂow, then the worker is
focussed on passing it ‘clean’:
it must be in such a state that

Train against HFPVD*

Understand demand by
‘type and frequency’

‘Pull’ support

Work as single
piece ﬂow; ‘close’

(prevention)

Key measures: Capacity and capability
*HFPVD = High Frequency Predictable Value Demand

Figure 3: The systems archetype for transactional service systems

Measure actual time

Or put ‘clean’
into ﬂow

Measure actual
performance in
customer terms
(knowledge)
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the next person has everything
they need to take the next
step. Workers have measures
which relate to the customer’s
purpose in their hands (onestop capability, measures of
end-to-end ﬂow) and hence,
like Ohno’s workers, have the
latitude to experiment with
and improve the work design.
Training workers against
demand and ensuring they
are responsible for what they
do is preventative (the better
alternative to inspection). All
arbitrary measures (standard
times, cost, targets and
standards) are removed from
the system and instead real
measures are used to help
managers and workers alike
understand and improve
the work. It is better, for
example, to know the actual
time it takes to complete
transactions as ‘one-stop’; this
improves resource planning.
Similarly, it is better to know
the true experience of the
customer for any work that
goes through a ﬂow (endto-end time or on-time-asrequired) in order to improve
the ﬂow and, consequently,
reduce costs. There are many
examples of these principles
in use, published examples
include Pyke (2008), McQuade
(2008), ODPM (2005), Jackson,
Johnstone and Seddon (2007),
Seddon and Brand (2008).
At its heart, the systems
archetype is concerned with
designing against customer
demand, managing value
rather than cost. And this
is the heart of the paradox:
when managers manage costs,
costs go up; when they learn
to manage value, costs fall. It
is a counter-intuitive truth.

Counter-intuitive truths
Ohno discovered a series of
counter-intuitive revelations
in creating the TPS. The
most notable of these
was to discover that costs
were contained in the ﬂow
of work, not in creating

economies of scale: ‘To
think that mass-produced
items are cheaper per unit is
understandable, but wrong.’
(Ohno, 1988, p68).
This can be re-written
for service organisations
as follows: In service
organisations to think that
service activity is equivalent
to cost is understandable but
wrong.
Ohno’s innovation might
be termed ‘economy of ﬂow’
(Seddon and Caulkin, 2007)
as compared to economy
of scale. We have shown
here how ‘economy of scale’
actually creates waste which is
kept hidden by management’s
practices. Commenting on this
distinction, H Thomas Johnson
said that scale economy: ‘is
a concept that should be
discarded.’ (Caulkin, 2008).
Taken as a whole, these
truths represent a different
‘systems thinking’ philosophy
of management, comparable
to the philosophy behind
Ohno’s TPS, and in opposition
to the prevailing style of
management.

Change as emergent, not
planned
Ohno placed high value
on the need for gaining
an understanding of an
organisation as a prerequisite
for making any changes.
To make the fundamental
change that moves from the
present style of management
to managing the organisation
as a system requires managers
ﬁrst to understand their
problems. As they study
their organisation as a
system, managers discover
the problems they thought
they had are not their real
problems7.

Ohno said: do not codify
method
The ‘lean tools’ movement is
directly in conﬂict with the
beliefs of the architect of the
TPS. Taiichi Ohno asserted

17

“W
Wasste ca
ann
not
be
e re
emove
ed
witho
outt
un
nde
ersttan
ndin
ng
itss ca
aussess”

18

Management Services
Summer 2010

that method must not be
codiﬁed:
‘While most companies
focused on stimulating sales,
Mr. Ohno believed just-intime was a manufacturing
advantage for Toyota.
And for many years, he
would not allow anything
to be recorded about it.
He claimed it was because
improvement is never-ending
– and by writing it down,
the process would become
crystallized.’ (Ohno, 1988,
pxi [foreword by Norman
Bodek]).

To codify method is to
impede understanding
Writing about the
differences between what
Henry Ford intended (for
Ohno saw Henry Ford as a
fellow ‘ﬂow’-thinker) and
what subsequently occurred
in the Ford Motor Company,
Ohno said: ‘As in everything
else, however, regardless
of good intentions, an idea
does not always evolve in
the direction hoped for by its
creator.’ (Ohno, 1988, p100).
The same could be said
for Ohno’s ideas. The TPS
has been codiﬁed as a set
of ‘lean’ tools; the tools
have been promoted to
managers preoccupied

Lean

with managing costs and
while some minor process
improvements may have
ensued, it is also probable
that many tools interventions
have raised costs. Not only
does this represent a missed
opportunity for signiﬁcant
performance improvement,
the impact of these
interventions on morale has
been palpable. ‘Lean’ has
become ‘mean’.
The TPS was and is a
system. Operating at the
system level provides
the greatest lever for
performance improvement
and it hinges on
management’s preparedness
to do as Ohno did: to gain
knowledge that challenges
current assumptions.
Johnston’s (2005) appeal
for the development of
frameworks and techniques
to provide greater rigour
to the ﬁeld of service
management remains both
relevant and urgent.
www.systemsthinking.co.uk

Footnotes
1. For example:
ﬁnancial services,
telecommunications,
IT services, police, local
authority, government

“At its hea
art, the
e system
ms
arch
hetype
e is con
ncerne
ed with
h
dessig
gning
g again
nst cusstomerr
dem
mand, mana
aging value rather
than
n cost. And this is the he
eart
of th
he para
adox: when
n mana
agers
man
nage costs, costs go up;;
whe
en theyy learn
n to ma
anage
e
valu
ue, cossts fall””

agencies and housing
services.
2. The ﬁrst published use of
the term ‘lean production’
was by John Krafcik
(1988), a researcher with
Womack, Jones and Roos
on the International Motor
Vehicle Program (IMVP) at
Massachusetts Institute of
Technology (MIT). However,
it was Womack, Jones
and Roos’ book which
brought the term ‘lean’ into
widespread use.
3. (See http://www.
timesonline.co.uk/tol/news/
uk/article1289640.ece for
the coverage in the Times
on 5 January 2007).
4. While Deming was
not the ﬁrst or only
‘guru’ associated with
the Japanese miracle,
he became the most
well-known, following
his appearance in the
(US) nationwide airing of
a television programme
entitled ‘If Japan Can Why
Can’t We?’ in 1980.
5. Methodological principles
for studying and acting
on failure demand are
summarised in: ‘Failure
demand – from the horse’s
mouth’ (Seddon, 2009).
6. Yet the extent remains
unknown in HMRC. In
presentations of their
lean tools initiative, HMRC
personnel demonstrate
no knowledge of failure
demand on their system.
7. A method for studying
transactional service
organisations as systems is
provided in Seddon 2003
and 2008.
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My Time is Money
The next International MTM Directorate meeting is scheduled to take place on Saturday, 12th June
2010, at the Ramada Hotel, Salford Quays, commencing at 10:30am. Any interested person may
attend and listen to the discussions, and within reason comment on any matter, but may not vote,
this is restricted to the board members. There will be a delegates dinner on Saturday evening, and
a local coach tour for members on Sunday, 13th June, additional information may be obtained via
email to ukmtma@googlemail.com.
Further, the AGM of the UK MTM Association 2000 Limited will be held at the Rainbow Nursery,
Barlow Close, Tamworth, on Saturday, 19th June 2010, commencing at 10:00am. All interested
parties are invited to attend, but only registered paid-up members may vote. A board meeting will
be held immediately afterwards to discuss other business of the Association and any members may
attend. During the past ﬁnancial year the Association has maintained its position amongst training
providers and has completed the training of in excess of 60 new practitioners.
The new web-site is now established and available for perusal, http://www.ukmtm.co.uk. Available
for members only is a forum area, accessible by password, additional information may be obtained
via email to ukmtma@googlemail.com. Comments are invited from any readers as to how to raise
the proﬁle of the Association.
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SEE Productivity: Shared
value is not a zero-sum
game

A presentation given by Dr George Smith at the European
Productivity Congress, held in Grimsby, in October 2009.

If you are involved in
productivity, you have
either heard something
directly or implicitly,
associated with SEE
Productivity. The first thing
I must now do is clarify the
concept of zero-sum and
non-zero-sumgames. Poker
is a zero-sum game: I win,
you lose – you win, I lose.
It’s been my thesis
for over 40 years in the
academy and through
almost 50 years of married
life that most of the really
important ‘games’ in life
are non-zero-sum games,
but they are played as if
they are zero-sum games.
The way you win a zero-sum
game is to compete. The
way you ‘win’ a non-zerosum game is to collaborate.
That’s going to be central
to the ideas I explore in this
article.
To define productivity,
I will reference Tom
Friedman’s book, ‘The World
Is Flat’: “Productivity is a
process wherein value or
wealth is created by the
transformation of systems
to generate goods and/or
services.” It is also
important to think about
context because context
dictates how we experience
the world. It dictates
effectiveness and efficiency
with which we operate,
manage and/or transform
organisations, products and/

or services. In other words,
context shapes productivity.
In a 2007 Global Survey by
McKinsey and Company,
70% of executives from
around the world said
that global, social,
environmental and
economic trends are
increasingly important
to them. However, the
report goes on to say few
companies act on the global
trends that they think will
affect them most and,
among the few who do,
17% at that time said that
there was a return on their
investment.
If we look at the
responses of the executives,
we learn something
very interesting. The
responses of the executives
indicate that companies
may be missing out on
opportunities due to:
• A shortage of skills and
resources;
• Higher strategic priorities,
or;
• A lack of possible
responses to these trends.
This indicates that they
see other factors as more
important.

Power and
responsibility
In 2007, I had the
opportunity and honour of
being invited by the United
Nations’ Global Compact

to attend their Leaders
Summit in Geneva. The
Secretary General, Ban Ki
Moon, invited 1000 of his
‘closest friends’ to come
to Geneva and join in this
event. He was the major
keynote speaker and stayed
at the meeting for the
entire two and a half days,
which the Secretary General
doesn’t do very often. In
his remarks he said: “Global
interdependence brings
with it a fundamental
realisation. Power canot
be separated from
responsibility. For businesses
to enjoy sustained growth,
they need to build trust and
legitimacy. For markets to
expand in a sustainable way,
they must provide those
who are currently excluded
with better and more
opportunities to improve
their livelihoods.”
From my point of view,
the Secretary General was
actually talking about SEE
productivity. He ended his
speech by saying that: “We
are just beginning to act on
this understanding.”

SEE productivity
In response to the changing
global productivity context,
the World Confederation
of Productivity Science
(WCPS) is promoting SEE
productivity.
In WCPS President John
Heap’s Riggs lecture, at

Management Services
Summer 2010

Productivity

The SEE Productivity Paradigm
Learning to SEE...

Social
Productivity

Equitable

Bearable
Sustainable
Environmental
Productivity

the World Productivity
Congress in Sun City, South
Africa, he introduced the
term SEE productivity. The
notion of SEE productivity
has been around for a
while. To give it a name
and to define what’s
involved in productivity
more clearly was really a
breakthrough realisation.
WCPS is going to do its best
to brand SEE Productivity.
The Venn diagram
above describes what SEE
productivity is all about.
It’s social, environmental
and economic productivity
and the intersection of the
three is sustainability.
SEE productivity requires
shared values. A shared
value is an explicit or
implicit fundamental
belief, concept or principle

Viable

that underlies the culture
of an organisation.
The core values of the
organisation are reflected
in the decisions that the
people in the organisation
make, and by extension,
the stakeholders in that
organisation.
Inherent in the SEE
productivity paradigm are
values that emerge from
the global awareness of
the need for sustainable
growth and stewardship.
If we have heard anything
since this programme
started, it’s sustainability
and the need for
sustainable growth. We
can’t continue to do
business as usual. These
shared values reflect
an emerging corporate
consensus that Corporate

Economic
Productivity
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Social Responsibility (CSR)
makes business sense.
When people first
started talking about CSR,
those talking about it
were viewed as the ‘tree
huggers’ of the social
network. They were people
who just thought it was a
good thing to do and did it
because it was good. Very
honestly, I don’t think CSR
has gotten much respect
as a result of that.
In 2009, a Wall Street
Journal report from a
research group in Germany
(Professor Lutz Kaufmann
of the Otto Beisheim
School of Management,
Germany) suggested
that: “A commitment
to improving social and
environmental conditions
in the developing countries
where a company operates
is the key to maximizing
the profits and the growth
of those operations.”
Their conclusion
after studying over 200
companies was that: “The
companies most engaged
in social and environmental
sustainability are also the
most profitable.” So CSR
is not doing good for the
sake of doing good, it’s
profitable.

The Global Compact
There are two
Non- Governmental
Organisations (NGOs)
that I want to Discuss: the
United Nations Global
Compact (UNGC) and the
World Confederation of
Productivity Science. I’m
an officer in WCPS, and
I’ve also recently been
designated as the ‘single
point of contact’ between
the UNGC and WCPS.
Let me tell you a little bit
about the Compact. In June
2000, when Kofi Annan was
Secretary General of the
UN, they officially launched
the Global Compact. It links

companies (whose actions
it seeks to influence) with
governments, labour
organisations, and civil
society organisations, that
create the context in which
businesses function. This is
why context is important.
The UNGC is part of the
context in which we are
practicing productivity
today. There are now over
5982 participants affiliated
with the UNGC, including
4619 companies in 100
countries around the world.
Consider that there is
a difference in the core
values of the UN and
businesses. The UN focuses
on peace, poverty reduction
and the protection of
human rights; businesses
focus on profit, stakeholder value and growth.
What is so interesting
is that these objectives
increasingly overlap.
The ten principles of the
UNGC reside in four major
categories:
Human Rights
1. Businesses should
support and respect
the protection of
internationally proclaimed
human rights; and
2. make sure that they are
not complicit in human
rights abuses.
Labour Standards
3. Businesses should uphold
the freedom of association
and the effective
recognition of the right to
collective bargaining;
4. eliminate all forms of
forced and compulsory
labour;
5. effectively abolish child
labour*; and
6. eliminate discrimination
in respect of employment
and occupation.
Environment
7. Businesses should
support a precautionary
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approach to environmental
challenges;
8. undertake initiatives
to promote greater
environmental
responsibility; and
9. Encourage the
development and diffusion
of environmentally friendly
technologies.
Anti-Corruption
10. Businesses should work
against corruption in all its
forms, including extortion
and bribery.

Top left: Hashem Brothers has set up a programme to eliminate
illiteracy. Image courtesy of Hashem Brothers

There are people today,
and you can find them
anywhere in the world, who
say bribery is a cost of doing
business. The UN say bribery
cannot be part of the cost
of doing business. It must
be abolished.
When an organisation
signs on to the Global
Compact, it agrees to be
guided by these principles
in the way they do business
and the way their customers
and suppliers do business.
Organisations that affiliate
with the Compact agree to
communicate their progress
and to be held responsible
for compliance. Noncomplying organisations
lose their affiliation. In 2009
the Global Compact Office
announced that a total of
over 1000 companies had
been removed from its list
of participants for failure to
communicate progress.

Top right: Education has been made readily available to
women. Image courtesy of Hashem Brothers
Above: The company has built a secondary school which it has
donated to the Egyptian Ministry of Education. Image courtesy
of Hashem Brothers

Case Study: Hashem
Brothers
One of the people in my
break-out group at the
UNGC Leadership Summit
was Sohaila Hashem,
Managing Director of
Hashem Brothers, an
Egyptian corporation.
They are one of the
leading companies in the
production and export of
essential oils and aromatic
products. The business
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serves three international
industries: fine perfumery
and cosmetics, flavours,
and pharmaceuticals. One
hundred per cent of their
products are exported. They
grow it, pick it, pack it and
send it away for someone
else to process it and
continue the value chain.
Employees who were
not union members were
strongly encouraged by the
top management to join
the labour union. They have
even built an office for the
union, right next to the
plant. (This supports UNGC
Principle 3: Freedom of
Association.)
Hashem Brothers has
worked with a local NGO
in the area to fund micro
credit loans to the mothers
of the working children.
The NGO has helped
the women to think of
alternatives to sending their
children to work in the
fields. This has reinforced
the notion that education
is a very important factor
in the elimination of child
labour.
Hashem Brothers has
built two school buildings
– one primary and the
other secondary – next to
its factory in Kalyoubeya
governate. The ownership
of both was donated to
the Egyptian Ministry
of Education. The two
schools have 1000 students
enrolled. This gets the
children out of the farms
and into school. (It supports
UNGC Principle 5: Abolish
Child Labour.)
The company has set
up a special programme
to eradicate illiteracy,
offered in a small lab
built by the company.
This education is available
to women, eliminating
discrimination and giving
them a competitive entry
into the market. They have
computer terminals and
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are learning computer skills
and reading and writing. The
Ministry of Communication
has provided CDs designed to
combat illiteracy of Egyptians.
(This supports UNGC Principle
6: Eliminate Discrimination.)
In support of UNGC Principle
8, to promote environmental
responsibility, Hashem
Brothers sponsors families in
the village making containers
from palm branches, which
are then purchased by the
company. They then use
the containers to ship their
products. The remaining
leaves are used to fabricate
small baskets which the
farmers attach to their belts
while collecting flowers
at the farm. To quote one
of the company’s progress
communications to the Global
Compact: “We have learned
that the fastest and most
effective solution is always
economic, providing a source
of income to those families.”
So when you impact the
local economy, you make it
pay for the people and they
will return it for you.
This case study echoes
the words of UN Secretary
General Ban Ki Moon:
“Increasingly, as companies,
you are embracing the Global
Compact not because it makes
for good public relations,
or because you have paid a
price for making mistakes…
you are doing so because in
our interdependent world,
business leadership cannot be
sustained without showing
leadership on environmental,
social and governance issues.”
This is SEE productivity at its
most basic level.

The World Confederation
of Productivity Science
Finally, I want to introduce you
to WCPS.
The WCPS Mission is
‘to enable the sharing of
knowledge, wisdom and
skill among people and
organisations whose mission it

Productivity

is to improve productivity.’
The WCPS Vision is ‘to
produce global conditions
promoting peace and
prosperity through the creation
and equitable distribution
of wealth that results from
improved productivity. World
peace is the ultimate vision.
Regarding organisational
structure, the Confederation
has two operating divisions:
The World Network of
Productivity Organizations
(WNPO), and The World
Academy of Productivity
Science (WAPS). WNPO links
groups, typically national
productivity centres. WAPS
links individuals who
have been recognised and
acknowledged by the WCPS as
leaders in the productivity ﬁeld
around the world.
The UNGC, WCPS and our
afﬁliated enterprises and
National Productivity Centres
will offer their knowledge and
skills to:
• Shape special initiatives and
supply chains;
• Develop tools and conduct
research;
• Assist business participants in
the practical implementation
of the UN principles;
• Promote effective and ethical
alliances; and
• Create conditions conducive
to World Peace.

Where do we go from
here?
In many developing (and
developed!) regions of the
world, there remain great
areas of growth that are
unaware of, and/or are
untouched by the potential
value and promise of enhanced
productivity. This presents a
golden opportunity for these
organisations to join forces
and globally advance their
respective missions in the
quest for a world at peace.
For more information about
SEE productivity, visit
www.wcps.info and
www.unglobalcompact.org.

Area

Partners

Fellows

China

2

36

India

1

37

North America

2

31 Canada; 82 USA

Europe

10

56

Other Asia

11

48

Australia/New Zealand

1

25

South America (10)

6

9

The WCPS has network partners in:
Australia, Barbados, Botswana, Brazil, Canada, Chile,
China, Columbia, Costa Rica, Egypt, Ethiopia, Estonia,
Finland, France, Germany, Ghana, Great Britain, Greece,
Iceland, India, Indonesia, Iran, Ireland Israel, Japan, Latvia,
Malaysia, Mauritius, Mongolia, Nepal, Nigeria, Norway,
Pakistan, Peru, Philippines, Poland, Singapore, Slovak
Republic, South Africa, Sri Lanka, Sweden, Tanzania,
Thailand, Turkey, Ukraine, United States, and Zambia.

Table: WCPS Structure
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Open
Innovation

John Heap explains how
seeing Intellectual Property
as a commodity to be
traded rather than a secret
to be protected can deliver
results and... innovation.

John Heap
John Heap is Director of
the National Productivity Centre, President of
the World Confederation
of Productivity Science,
President-elect of the
European Association
of National Productivity
Centres, co-editor of the
International Journal of
Productivity and Performance Management and a
member of Council of the
Institute of Management
Services.
John’s views on productivity can be found
in his blogs www.blogprod.blogspot.com and
www.donotcomplicate.
blogspot.com. John also
tweets (on Twitter) about
productivity issues as
@ProdGlobal.

O

pen Innovation is a term
promoted by Henry
Chesbrough, of the Center
for Open Innovation at UC Berkeley,
in his book ‘Open Innovation: The
new imperative for creating and
proﬁting from technology’. It is based
on the concept that in a connected,
networked, knowledge-based world,
an organisation cannot rely on its own
innovation capability and capacity but
must exploit the thinking of others
– by buying or licensing external
intellectual property (IP). The term
‘open innovation’ was suggested by
the open source, software concept
whereby collaborative projects
involving previously unlinked
individuals or groups can result in
concerted and co-ordinated effort
towards agreed goals.
Once, really clever – and especially

well-educated people – were
rare… and they could be kept
in ‘intellectual aquaria’ such
as R&D departments. Over
the last few decades, though,
the world has seen the rise
in education so that bright,
young, well-educated minds are
everywhere. Procter & Gamble
initiated their open innovation
programme when they learned
that for each of their 7500 R&D
people, there were 200 people
outside the company with equal
skills and competencies.
They realised that ‘not all
the smart people work for us’.
What a resource, if it could be
(at least partially) tapped.

Collaboration
So those companies who have
seen this potential now look
outside – as well as inside – their
organisations for new ideas and
new technologies. They may
start with their own suppliers
but then realise the world is
contracting with the use of
electronic communications
and that it is now completely
feasible to collaborate with
others on the other side of the
globe. They also realise that
you do not have to invent a
technology, a product or a
process to proﬁt from it.
There is now an open
innovation ‘movement’ and a
number of organisations that
act as ‘knowledge brokers’
(or ‘ideas matchmakers’) to
assist in the process of locating
and licensing appropriate
Intellectual Property (such as
innocentive.com) and a number
of tools that claim to facilitate
open innovation.
www.openinnovation.eu
has been established to help
develop open innovation in the
European business community.
It sets out its objectives as doing
this through:
• functioning as an interface
between academia and the
needs of practitioners;
• developing management tools
and in-company training;
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• exploring new application
ﬁelds for open innovation;
• contributing to the
awareness with respect to
open innovation in Europe;
• research and publication
in the ﬁeld of open
innovation, focusing on the
best practices in Europe
and around the world;
• stimulating the exchange
of knowledge (eg, best
practices) between
experienced practitioners;
• developing an online
OI-scan for companies
to test their OI-expertise
vis-à-vis a benchmark of
other companies.
The ‘movement’ has also
expanded and branched
into other concepts and
areas of practice such as
‘crowdsourcing’ (a word
coined in 2006) – the
practice of issuing a call
for ideas or collaboration
and ‘stitching together’ as
many of the respondents as
possible (a form of ‘distance
brainstorming’).

Partnerships
In part – but by no means
in total – Open Innovation
is ‘new clothes for old
practices’. Much of the
claimed open innovation
practice seems to be between
commercial organisations
and university research
departments. This has always
gone on but now they call it
by a new name!
However, the real
developments in open
innovation have been in
the partnerships created by
and between commercial
organisations and in the
ways in which technology
(and especially social media
and social network services)
have made different working
practices possible – in the
same way that computer
networking made open
source software feasible.

(Chesbrough, in his book,
talks about ‘disruptive
innovation’ that changes the
way we live, work and learn.)
Of course, a move from
‘closed’ to ‘open’ innovation
can cause tensions within
an organisation – the R&D
department that thought it
was responsible for innovation
might feel ‘squeezed out’
(though relying on R&D
departments for innovation
was never a good recipe
for innovation in my book).
As such, they might be
‘protectionist’, espousing open
innovation but not practising
it. An open innovation
initiative should be led – or at
least championed – by a senior
executive who can change
behaviours.
The aim is to be open
enough so that potential
partners see you as the
partner of choice – the
easiest to deal with.
Adopting open innovation
can help smaller companies
get access to resources
that would otherwise be
outside of their reach.
However, if they partner
with larger, more established
organisations there is a risk
that they lose their voice.
There is also the risk that
the ﬂexible, creative, small
organisation gets ‘frozen’
into rigid work practices by
their larger partner.

A change in culture
Involving customers or users
is helpful – but not enough.
They can help direct
innovation towards customer
needs (knowing WHERE to
innovate is always a good
thing!) but open innovation,
involving external partners,
also looks at HOW that
innovation might be
delivered.
Apple would probably
disagree even with going
that far. Stephen Fry,
superstar technophile, wrote

in Time magazine that: “Apple
never holds focus groups.
It doesn’t ask people what
they want; it tells them what
they’re going to want next.”
As with innovation itself,
open innovation often needs
a change of culture – to one
focused strongly on teams
and on ideas and the mix of
the two. There are things
you can do – temporary colocation of teams, assigning
overlapping tasks to different
organisational ‘silos’, frequent
prototyping and review, etc
– to help change the culture
but it only works if the key
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individuals at the top of the
organisation ‘walk the walk’
as well as ‘talking the talk’.
It also needs a different
attitude to intellectual
property – seeing it as a
marketable asset, which can
be bought, sold and traded
rather than simply protected.
Open innovation is not
easy to accomplish – but it
can offer new inputs into
the organisation and it can
deliver…. innovation!
Further information is
available at:
www.openinnovation.eu
and www.15inno.com.

Reference
Chesbrough, H, (2006),
Open Innovation: The new
imperative for creating and
proﬁting from technology,
Harvard Business School Press.
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Fewer stops on the

start-up road
Business start-up may not yet be a one-stop
activity but David Walke explores how countries
around the world are adopting the idea of a onestop shop.

W

hen a group
of eminent
economists met
in Copenhagen
in 2004 to consider what would
be the most cost-effective use of
an additional $50 billion budget
for international aid, their ﬁnal
list of ten programmes included
such items as control of HIV/
AIDS, combating malaria and
improving water supplies. It
also included ‘lowering the
cost of starting a new business’
(Lomborg (ed), 2004).
Faced with complex, costly
and long-winded requirements,
a person who does not know
how to get around the rules
might well abandon a good
business proposition while
the more determined may
be tempted by the perceived
beneﬁts of the grey economy.
In either case, the potential
beneﬁts for the community
at large will be lost. Formal
businesses not only contribute
by way of taxation: they also
have greater potential for
growth and employment.
Meanwhile, governments
cannot support businesses that
they do not know exist. The
economists recognised not
only that there was a problem,
but that it was a problem that
could be overcome and that the
investment involved would be
well rewarded.
In 2003, the World Bank

conducted the ﬁrst of a series
of annual surveys regarding
the business environment
around the world. Amongst
other things, this included
assessing the number of
activities, the time and the
cost involved in satisfying
the formalities associated

with starting a business. The
ﬁrst Doing Business report
(World Bank, 2004) considered
what was needed to start a
limited company in the main
commercial city of each of
145 countries. On average,
the various administrative
procedures took 51 days. By

2009, this had been reduced
to 29 days. Some countries
had not reformed at all, and in
some the situation had actually
deteriorated, but others had
made dramatic improvements.
For instance, Azerbaijan
reduced the timescale from 105
days to ten.

Procedures
Days

Days (average)

Procedures (average)

Changes in business start-up requirements in 145 countries

2003

2004
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2005

2006

2007

2008

Before coming to the
conclusion – as some have
done – that a one-stop shop
is a cure-all for all problems, it
is important to recognise that
some countries perform well
without a one-stop shop while
others fail to impress despite
having one. The United States
ranks sixth out of 183 countries
in terms of the ease of starting a
business, but New York does not
have a one-stop shop, at least,
not in the terms deﬁned here.
Gabon has a one-stop shop, but
it still takes 58 days to start a
business.

2009

Reform
Data source: World Bank,
Doing Business database

David Walke
David Walke LLB FMS
EuroIE is a former Deputy
Registrar of Companies
for England and Wales
and is currently Business
Registration Adviser
with Registry Advisers
Limited. He has advised
governments and ofﬁcial
bodies in more than 20
countries on legislative,
policy, practical, procedural
and systems issues
regarding the registration
of companies and other
businesses and on making
registered data available
to those who need it. His
report, How Many Stops
in a One-Stop Shop?
– A Review of Recent
Developments in Business
Registration, has recently
been published by the
World Bank Group.

What had become clear was
that, with willing support from
a variety of aid programmes, a
competitive spirit was brewing.
Every country wanted to
present itself as a good place to
do business and there were now
some recognised benchmarks
in the form of the World Bank’s
Doing Business reports.
The concept of a one-stop
shop for business start-up
roused particular attention
in several countries. This was
ﬁne, but for the fact that
everyone seemed to have a
different idea of what a onestop shop actually was. The
World Bank, eager to establish
‘best practice’ which could be
replicated elsewhere, launched
a review (Walke, 2009).
On the admittedly arbitrary
basis that a one-stop shop was
an organisation which handled
business registration and at
least one other function, such
as tax registration, 67 countries
out of the 183 reviewed by
Doing Business in 2009 had
a one-stop shop. As a group,
these clearly outperformed the
other 116 countries.

It soon becomes evident that
the best performers only
implemented a one-stop
shop as part of a much wider
programme of reform. The best
advice for someone considering
a one-stop shop is actually to
forget the idea until they have
analysed their existing processes
and rationalised the procedures.
This type of analysis regularly
highlights activities of which
managers are unaware, which
duplicate action elsewhere in
the organisation or which serve
no obvious purpose. The key
feature, which will inevitably
involve consultation with the
private sector, is establishing
what customers want or,
to be more precise, what
they need. Members of the
business community may be so
accustomed to poor standards
of service from government
ofﬁces that they do not realise
what is possible.
The reasons for burdensome
procedures will vary from
country to country. They may
lie in outdated legislation,
heavy-handed bureaucracy or
lack of adequate computer
systems. Often it will be a
Average
Number of
procedures

Number of
days

67 countries with one-stop shops

6.1

19

116 other countries

9.3

46

Source: World Bank, Doing Business database
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combination of all three.
Constraints may take the
form of lack of capacity in the
legislative timetable, conﬂicting
requirements of various arms
of government or limits on
proposed expenditure.
This is where there is a need
for a clear plan. The experience
of the Chambers of Commerce
in Colombia was that the
wish-list of reforms and new
services was becoming so
long as to make the project
unmanageable. Some things,
while desirable, had to be
deferred in order to ensure
an achievable outcome within
the constraints of time and
available ﬁnance. Much of
the initial planning was about
deciding what not to do.

Different approaches
Responsibility for business
registration varies according to
legal traditions. The chambers
of commerce in Colombia are
private non-proﬁt corporations
with both ofﬁcial duties and
others of general, sectoral or
collaborative interest. Ofﬁcial
duties include the maintenance
of the Trade Register.
Motivation for reform came
from the chambers themselves
and their members. Azerbaijan
has followed the example of
the Russian Federation and
Georgia in establishing a single
business register held by the
Ministry of Taxes.
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Business Start-Ups

Burkina Faso

In countries with a French or
German legal heritage, ultimate
responsibility for the registers
has generally remained with
the courts, though there are
numerous examples of one-stop
shops providing an interface
with the court system.
There have been occasional
complete breaks with the
past, as in Rwanda, where
a new Rwanda Commercial
Registration Services Agency
has taken over registration
functions previously exercised
by the courts. The number of
procedures involved in start-up
fell from eight to two and the
timescale from 14 days to three,
contributing to Rwanda being
declared the Doing Business
‘top reformer’ in 2008/09.
Burkina Faso and Egypt
provide evidence of one-stop
shops which, for different
reasons, did not achieve
everything that might have
been expected. In both cases,
those responsible realised that
the principle of a one-stop shop
was valid but the manner of
implementation meant that it
had not achieved its potential.
Both had considerable success
at their second attempt.

Burkina Faso
In the early 1990s, Burkina
Faso established a Centre
for Enterprise Promotion in
the Ministry of Commerce
and Trade, including also
representatives of the court,
the police, the ﬁnance ministry
and others. The aim was

to centralise, simplify and
rationalise functions and
to speed up the formalities
associated with trade and
investment.
The problems started with
the court. The Tribunal de
Grand Instance was responsible
for maintaining the statutory
register and all applications had
to be passed to the President
of the Tribunal for formal
approval. The lawyer sent to
the one-stop shop could accept
applications but would then
need to bring them to the
court. Not only was this a poor
use of resources, as the lawyer
concerned was unavailable
to deal with other issues, but
it was seen as limiting his
experience and thus his career
prospects.
There were similar problems
with the ﬁnance ministry,
which could not easily spare
an experienced tax ofﬁcer to
attend at the one-stop shop
or provide a substitute when
the nominated ofﬁcer was not
available. At times, applicants at
the one-stop shop were simply
advised to go to the tax ofﬁce
themselves.
Faced with complaints
from the private sector about
unnecessary bureaucracy,
delays, cost, uncertainty and
corruption, the government
accepted a proposal for the
establishment of a Maison de
l’Entreprise at the Chamber of
Commerce to provide a range
of business services for small
and medium-sized businesses.

Egypt
Egypt had faced falling
investment during the 1990s.
In 2001, the General Authority
for Investment and Free Zones
(GAFI) calculated that a new
investment proposal could
involve up to 22 ministries
and 78 governmental entities.

Procedures
Days
Investment
Foreign Direct Investment ($ billion)

Egypt - Start-up Procedures and Foreign Direct Investment

Procedures/days (number)

This was to include a Centre
de Formalités des Entreprises,
following the French model,
which was implemented
with support from Bordeaux
Chamber of Commerce. CEFORE
opened for business in January
2006. While constrained by
an international agreement
on business laws (OHADA,
1997), which meant that
registration needed to remain a
responsibility of the court, there
was still scope for signiﬁcant
rationalisation of registration
procedures. One feature of the
reforms was the introduction
of a single form to meet
the requirements of all the
authorities concerned.
Registration in 2005 involved
12 separate procedures and
took 40 days. By 2009, there
were only four procedures,
taking 14 days, and an
expectation of continual
improvement. With World Bank
support, CEFORE now occupies
a new building, which it shares
with whole departments
– rather than just single
representatives – from the tax
and social security ofﬁces.
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2003

2004

2005

Investors might need any of 349
approvals, permits or licences
and were expected to comply
with 200 business licensing
regulations (Stone, 2006).
The solution was seen to be
one-stop shops to provide ‘all
investment-related services’.
These were established in Cairo,
Alexandria, Ismailia and Assiut,
with up to 11 organisations
represented in each location.
The one-stop shops provided
services for companies which
qualiﬁed for investment
incentives but, as the incentives
were restricted to certain
sectors, the new arrangements
excluded many of those who
might have beneﬁted.
Following the passage of a
new Investment Law in 2004,
GAFI was redeﬁned as an
investment facilitation and
Cairo

2006

2007

2008

promotional agency and the
only body to which investors of
any size, whether international
or domestic, needed to apply in
order to establish a company.
The existing Companies
Authority was abolished.
Even so, and to the
disappointment of many, by
2006 the country still had a
poor rating in terms of the
ease of starting a business. It
was then accepted that there
were numerous procedural
weaknesses and that costs were
still high. By identifying and
addressing these, Egypt became
the 2006/07 ‘top reformer’.
The present system involves
the applicant (usually a lawyer
acting for the founders) sitting
with a GAFI lawyer, who keys
relevant information into a
computer system in order to
produce a tailored application
form for signature. This
information is then available
for subsequent stages of the
registration process. The system
calculates relevant fees and
produces an invoice. All fees
are paid at the bank. There is
a bank in the same building.
There are no cash payments in
the one-stop shop.
While the present system may
not be altogether ‘one-stop’,
it is clearly providing a much
improved service to the business
community and, together with
other initiatives, has contributed

2009
Note: Years for procedures and days
relate to data published the following
year, ie, 2003 data was published
in Doing Business 2004. Years for
investment relate to ﬁnancial years,
ie, 2003 data is for the ﬁnancial year
2002-03
Sources: World Bank, Doing Business
database; Bank of Egypt
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Mauritius – Starting a business as a limited company
Before the reforms

As it is today

Apply to Registrar of
Companies to reserve
name (a)

Apply to Registrar
of Companies for
incorporation (d)

Apply to Local
Authority for trading
permit

Collect incorporation
certiﬁcate and
business registration
card (e)

Await
inspections (b)

START
BUSINESS
Mauritius

Notary prepares
documentation (c)

Pay fee to Local
Authority within
15 days

Apply for
incorporation

Respond to
approaches from
Social Security and
inspection authorities

Collect incorporation
certiﬁcate

Apply for tax
registration

Apply for Social
Security registration

START
BUSINESS
(a)

Requirement for prior
registration of a name was
removed in 2006

(b)

Sanitary Authority, Police
Department, Fire Services
Department, Ministry of Health,
Ministry of the Environment and
any relevant industry-speciﬁc
licensing authorities

(c)

Requirement for use of a notary
was removed by the Companies
Act 2001

(d)

Registrar enters information
onto Central Business
Registration database which
is accessed by the Mauritius
Revenue Authority, the
Ministry of Social Security,
local authorities and the Small
Enterprises and Handicraft
Development Authority (SEHDA)

(e)

Since 2006 all businesses,
including companies have needed
a business registration card

Mauritius – Starting a business as a limited company

to an improved climate for
investment. The success to-date
is ensuring that the reform
initiative will continue to thrive.

Mauritius
Mauritius had substantially
reformed company registration.
There was a new Companies
Act in 2001, based on the
New Zealand model and new
arrangements for registration
of unincorporated business,
drawing on experience in
Singapore. Business registration
itself was functioning smoothly,
but the requirements for
registration with the tax and
social security ofﬁces and
the need for local authority
inspections of premises meant
that the overall start-up process
was a protracted one. While
business registration was not
the problem, it was able to
make a major contribution to
a solution – a new computer
system centred on a business
registration database hosted,
not by the Companies Division,
but by the Government Online
Service.
As all government ofﬁces
were given direct access to
relevant information, there
was no need for registration
anywhere other than at the
Companies Division one-stop
shop. A single registration form
was used to collect all necessary
information. With parallel
initiatives to enable a fee to

be paid to the local authority
and inspections to be carried
after business had commenced,
a company could start trading
as soon as the incorporation
certiﬁcate was issued. In 2006,
the start-up process took 46
days. By 2009, the ﬁgure was six
days and the costs involved had
halved.

European Union
Under the Lisbon Strategy for
Growth and Jobs (European
Commission, 2006), a
requirement was introduced
that all EU countries should
provide one-stop services for
business start-up, but the
manner of implementation has
varied between member states.
In 2009, Poland implemented
a series of reforms. There
was a 90% reduction in the
minimum capital requirement
(Commercial Code, 2009), a
signiﬁcant reduction in the
overall cost and the number of
steps was reduced from ten to
six. By registering in the National
Court Register, it is now possible
to obtain a statistical number,
a tax identiﬁcation number
and registration with the Social
Insurance Ofﬁce. Before the
reforms, the start-up formalities
took 31 days. They now take
32 days. Starting a company
is simpler and cheaper, but it
seems that the need to have
a one-stop shop for company
registration has, for the time
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being, overridden the need to
rationalise procedures in the
various ofﬁces concerned.

Lessons from experience
There are various lessons to be
drawn from the case studies.
• Top-level commitment is
essential
All the successful reforms have
involved a commitment from
the highest level, meaning
active support from presidents
and prime ministers. This has
been essential to ensure the
ready cooperation of a range
of bodies and to overcome the
various vested interests. But
someone has to have the vision
to present a case for reform
which is not just politically
acceptable, but essential to
further political aims, such as
encouraging investment or
supporting development of the
private sector.
• “We must have a one-stop
shop” is not the place to
start
A one-stop shop should not be
an objective in its own right. It is
only relevant as part of a wider
programme of reform.
It is important to analyse,
critically review and revise
procedures ﬁrst. The review
needs to extend across all
government bodies involved
in business start-up formalities
and will need to take account
of views from the private sector.
Any such review is likely to
impinge on the law and existing
computer systems, as well as
forms and procedures. New
laws and systems should provide
for online ﬁling and access to
information – a mandatory
requirement in the European
Union (Directive 2009/101/EC)
– even if most customers will
still expect to present paper
documents.
• The reform project needs
to be managed
Managing signiﬁcant reform is
likely to involve more than an
add-on to someone’s existing

full-time job. There needs to
be a proper structure to the
project – which may well involve
a number of sub-projects –
and an effective project plan
which is regularly monitored.
It is important to recognise
constraints, including possible
delays in passing legislation
and availability of ﬁnance,
and to establish clear project
boundaries. The discipline of a
recognised project management
methodology will help to ensure
the success of the project.
• Deciding on a one-stop
shop
Even though this should not be
the starting point, a meaningful
analysis of the requirement
will almost certainly conclude
that there should be a one-stop
shop. But there is no absolute
standard to determine what
this should look like. Simply
co-locating representatives
from different government
ofﬁces will rarely be effective,
though there may be merit in
moving whole departments.
Ideally, the customer should only
need to deal with one person.
Data should move rather than
people. Careful analysis can be
expected to indicate that the
various government ofﬁces
involved probably do not need
paper documents, even if they
think they do.

Moving on
Of the 67 one-stop shops,
nine were established during
2008-09. In many cases,
other reforms have included
the introduction of online
incorporation facilities and
access to registered information.
In some developing countries,
online ﬁling may initially seem
premature, but in practice it is
likely to be welcomed by at least
some lawyers and accountants.
A web-style interface to enable
ofﬁcials to enter data will also
need little adaptation to make
it available to a wider range of
users at a later stage.
There are now numerous
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examples of what works and
what does not in terms of a
one-stop shop and, even though
each country’s administration
may be unique, the need
to remove obstacles to new
businesses is a universal one.
Registries are now actively
exchanging ideas, both
bilaterally and through the
Corporate Registers Forum
(www.corporateregistersforum.
org) and the European
Commerce Registers Forum
(www.ecrforum.org).
The drive for business
registration reform is proving
infectious. There are, of course,
still some who have not
caught the bug and need
to do so. It is in some of the
poorest countries in the world

Abu Dhabi
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that it remains the most
complicated and expensive to
start a business.
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The very best

professional help
We are always keen to help members
and any enquirers of the Institute
in their quest for knowledge or
assistance when it comes to
productivity issues. We’d like to
draw readers’ attention to the
following solutions for help with
Performance Rating, which is still
an internationally used technique.
New rating films for professional
analysts
We have explored the possibility
of creating new rating films but
found the costs quite prohibitive.
We were advised by Scott-Grant Ltd,
one of our accredited training
providers, that they had recently
produced a new and comprehensive
series of 12 rating films on DVD and
we have fortunately managed to
secure access to them. The rating
films show examples of real jobs

being undertaken in the workplace
and the industries include
manufacturing • electronics •
engineering • distribution •
timber • needle trade • retail •
manual work • warehousing •
high volume distribution
All the films are intended to
develop the application skills of
analysts. They are an invaluable
means of professional development
for re-calibrating and maintaining
the rating accuracy of every
professional analyst, to ensure that
the high standards of the Institute
are maintained.
Performance Rating explained
Scott-Grant have also produced
“How do you rate?” – a practical,
35 minute DVD to explain clearly

how to use Performance Rating
when measuring work. We would
encourage every industry to use
this film if they want to improve
productivity in their workplace.
Although the subject matter is
very serious, “How do you rate?”
delivers its message in a relaxed
and entertaining way. Above all
it is designed to be informative,
practical and memorable.
Within 20 minutes viewers will
have the opportunity to assess
performance in carrying out a
simple task, using the criteria
explained in the film.
Please contact Lynette at the
Institute head office
Tel 00 44 (0)1543
266909 for more
details.
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‘Lean’ is a
Cultural Issue
Philip Atkinson addresses the key issues that relate to culture change
and ‘Lean manufacturing.’ He discusses the inability of
most organisations to create the culture that will sustain Lean
and any other programme of organisational improvement. Failing
to plan for change equates to planning to fail. Currently, too much
attention is focused on the technical aspects of Lean, rather than the
ability to create a self-sustaining Lean culture, where change is seen
as the norm and where resistance to change is never an option.

O

Philip Atkinson
Philip Atkinson is a
conference and workshop
presenter and consultant
specialising in strategic,
behavioural and cultural
change. His publications
include seven business
books and hundreds of
articles. Philip can be
contacted on +44 (0)
0131 346 1276 or visit
www.philipatkinson.com
His recent book, ’How to
become a Change Master’
was published in 2006.

rganisations stand little
chance of implementing
‘Lean’ unless they have paid
at least equal attention to creating
the right culture, and the conditions
and circumstances which can become
the foundation for implementing
change. Just imagine what you
could achieve if your organisational
culture actively welcomed change.
Consider how easy it would be to
install the training, the techniques,
the methodologies and the common
language that accompanies any Lean
strategy, if staff at all levels chose to
perceive the change as an aid to their
work, rather than as a hindrance and
distraction from their daily, weekly
and monthly targets.

What will Lean deliver
organisationally?
It’s best to ask the question – ‘what
do we want our business to look
like after we have implemented
Lean?’ How many layers of managers

will exist? Which key processes
will be critical to operating across
the organisation? How will we be
focusing all our attention on the
‘vital’ processes and cutting through
red tape, duplication, rework
and non value added activities?
What development is required to
support managers in working in
the new organisation? How can
we ensure that cross functional
working is valued as highly as a
technical proﬁciency? How can we
destroy the ‘silo mentality’? What
mechanisms can we use to reinforce
the importance of working across
boundaries?

Misconceptions about Lean
• Lean is often perceived as
a ‘toolbox’ of concepts and
methodologies that are forced
on, rather than tailored to, an
organisation.
• Lean is not a cost reduction exercise
to take unnecessary costs out of
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What is Lean?
‘Lean’ is a commitment, a process of continuous improvement
that can signiﬁcantly impact an organisation’s competitiveness.
Lean is a strategic tool for resolving severe organisational
problems and can unite several change initiatives that are
running currently in a business. Research into ‘lean strategies
and methodologies’ can be literally overwhelming in terms
of the sheer range and scale of information available via case
studies and journal articles. At this point, it should be realised
that there is no one best way to introduce lean. Lean must
grow from the culture – not be imposed upon it.
‘Lean strategies’ have evolved from the initial work
undertaken with the Toyota Production System, and its
evolving variants founded initially in the Japanese Automotive
Industry. Any reference to the literature of the time will
highlight a plethora of texts, many of which are captured in
the cardinal work ‘The Machine that Changed the World’ and
more recently ‘Lean Thinking’ by Womack and Jones.

Lean

an organisation. If this is
the only objective, then
‘Lean’ will never take its
rightful role as a strategy of
competitive advantage.
• Lean techniques often do
not permeate the processes
and functions that actually
precede the production
process. For instance, Lean
tools are not often viewed as
aiding the sales process?
• Lean often does not actually
inﬂuence the design and
innovation process.
• Lean too frequently is sold
as a Japanese technique for
improvement – surrounded
by all the Japanese
terminology that, quite
frankly, is irrelevant to
making it work within
European businesses.
• Lean does not require
a culture of continuous
improvement.
• Lean has little to do with
culture change.

Cultural change
must precede Lean
implementation?

“Organisations are social systems
composed of conﬂicting interests
focused on working to ensure
that strategic goals are achieved”

The organisational culture
determines the success of Lean
or any other change initiative.
Some years ago, I worked with
a business in North America
that was intent on installing
TPM (Total Preventative
Maintenance). Major beneﬁts
would accrue if they could
plan maintenance and avoid
extremely costly downtime
leading to unﬁlled customer
orders and loss of proﬁtability
and reliability.
The biggest problems
facing implementation had
nothing to do with the tools or
scheduling process to support
TPM, but rather the style of
management inherent in the
corporation’s culture in their
key facilities. No amount
of effort expended on the
technical aspects of TPM would
resolve the problem.
The issue resided with Plant
Managers who had failed
to prioritise the importance

of building a culture of
prevention. Due to existing
and persistent bottlenecks
and problems in production,
people were being withdrawn
from their new ‘preventative
role’ to ﬁx things on the line.
Lean was being pushed rather
than pulled. Training events
in ‘six sigma’ and other Lean
techniques were cancelled
at the last minute and staff
pushed back into ﬁre ﬁghting
mode. TPM was destined not
to work because the culture
did not support Lean.

Nothing changes until
behaviour changes:
Managing transitions
Organisations are social
systems composed of
conﬂicting interests focused
on working to ensure that
strategic goals are achieved.
Culture change is about
driving performance across
the organisation to exceed
customer expectations. Don’t
mistake it for ‘being nice to
people’, ‘training for training’s
sake’, ‘encounter groups’
for organisational change. It
requires six very important
issues to be resolved.
1. Focus on a tangible,
strategic business
direction, and relentlessly
communicate the challenges
expected of everyone in the
supply chain;
2. Energise people to achieve
goals at a very high and
consistent standard of
performance;
3. Realise that no amount of
training in Lean tools and
techniques will compensate
for the changes required at
a behavioural and cultural
level;
4. Align all stakeholders and

Core issue
What culture and behaviours
should we encourage and
reward that take us closer
to our objectives rather than
further away from them?
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the supply chain to be
a seamless process with
the absence of turf wars,
politics, career positioning
and ego stroking;
5. Establish a matrix culture
and structure to ensure
that relationships translate
directly into continuous
process improvement;
6. Focus on the customer
and the supply chain, and
recognise that nothing
changes until behaviour
changes internally.
Change is not just a
technical-rational process. It is
a behavioural, emotional and
political process. In the past
we saw organisational change
as a technical-rational process
because at that time most
problems in manufacturing
were perceived as being
purely technical operations
issues in nature. This pervaded
the practice of operations
management where focus lay

in production possibilities,
cost efﬁciencies, scheduling,
charting, etc. Operations were
to do with ‘things and logic’
not ‘people and relationships’.

In reality, change is a
behavioural, emotional
and political process
The effectiveness of change is
based upon people and their
motives and dealing with the
friction, the management of
egos, the escalation of conﬂict
overﬂow into unhelpful
behaviour and turf wars
between functions and silos
emerges. It’s not pretty or
desirable. Lean rejects the
negative for the positive in
terms of cross-functional
‘win-win’ commitment to
managing scarce resources.

Change agility is
promoting acceptance,
not ﬁghting resistance
Change happens when those
wanting the change to take

place – the ‘sponsors’ – are in
rapport with those who have
to make the change work in
their day-to-day operations.
The success is down to how
well the ‘external facilitator’
manages the relationship
between those who ‘drive’ and
those who have to ‘implement’
change. In many cases,
organisations think that being
trained in the Lean techniques
is all they need in order to
implement Lean. This is far
from the truth.
It is necessary to confront
unpopular but honest truths
about the culture and get
the culture right ﬁrst. So
employing only Lean trainers,
rather than soliciting strategic
cultural advice, will under
utilise the beneﬁts that
could accrue to the business.
In many cases, there is no
objective external facilitator
to orchestrate the process.
If this is the case, ideally the
role of line managers can be
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expanded beyond operations
– so that line managers are
developed to drive and install
change locally and across the
organisation. Now that gives
companies a real competitive
edge. Just imagine what you
could achieve if you had an
elite group of line managers
equally equipped in change, as
well as their professional and
technical skills.

Cultural redesign
Most corporate cultures exist
by accident or default. The
original owners or architects
who created their business
ensured that their values of
transacting business were
central to ‘how things get
done.’ This became their
culture, but over time and
with key players and new
actors entering the scene,
acquisitions, mergers and
other crises and events, the
organisational culture changed
substantially.
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Toyota: A culture of relentless improvement
I know Toyota has had its problems recently but we have to
acknowledge its many successes in building its organisation
using the ‘Toyota Production System’.
Toyota has implemented various strategies for continuous
improvement including what we understand as ‘Lean’. Staff
contributed ideas for improvement using Lean methods which
resulted in each employee generating an average of 187 ideas
each year, of which 98% were implemented. Note, with a
workforce worldwide of 60,000 it means almost 11 million
ideas for continuous improvement are being implemented
each year. With a 250 day working year that means from dawn
to dusk each day Toyota is working through 44,000 ideas for
being even more competitive.
Now, how many ideas or suggestions are encouraged from
your staff? More importantly, how many are implemented?
Even more importantly, do you have a process for capturing
ideas and reporting statistics as above?

Lean

Change was not always
favourable so that ‘culture
and the resulting behaviours’
became very different to how
things should have been.

ROI of Lean
Energy expended other
than on improving processes
and shaping the culture to
achieve these end goals, is
non optimum. To create a
self-sustaining culture the
rationale is to demonstrate
that ROI on every pound,
dollar or euro invested on Lean
generates speciﬁc outcomes
that are attributed to that
investment. The relationship
between cause and effect,
inputs and outputs must
be the guiding principle to
implementing Lean.
At the start of the process
of implementation of Lean,
the current culture really
should be designed, mapped
and measured against the
achievement of strategic and
business imperatives. Is the
culture doing what it should
be in delivering results? If not,
change it so it does.
Fundamental to
improvement and
implementation of ‘Lean’ is a
process that can be controlled
and managed. Leading
conglomerate, General Electric
is a great example to illustrate
this. Driven by a desire to be
the ‘Number one or two’ in any
industry and market, GE have
modelled and shaped their
way to become an incredibly
successful business with
earnings of hundreds of billions
and double digit proﬁts for

18 years (until the dip in their
share price and proﬁtability in
2008).
Jack Welch, the now retired
CEO, was architect of this
culture and much can be
found on shaping their culture
through the concepts of Lean,
Work-Out and adherence to the
‘Change Acceleration Process’.1
It proves it can be done but GE’s
approach was to put the culture
in place ﬁrst and they started
that in the 1980s with their
commitment to ‘Work-Out’,
which became their culture of
continuous improvement.
So, what can other businesses
learn from the GE approach?
The big issue is ‘Can you afford
not to do it?’ What happens if
you don’t commit to create a
powerful culture to nurture and
grow Lean? More importantly,
what won’t happen to the
business because you failed to
develop that self- sustaining
culture and Lean?

Creating a Lean culture
Lean can be a major strategic
initiative focused on major
cost efﬁciencies managed
from the top of the business,
or it can evolve in smaller
discrete initiatives lower
down in the organisation. The
preferred route of a ‘top down’
approach will have a major
positive impact. If managed
effectively, ‘Lean’ can be the
major philosophy uniting the
organisation in a relentless
drive for improvement.

An example of making
Lean happen
This is a case study based in the

Bio Technology
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Working with a genetics business, we highlighted that the
production people were driven and measured by technologists
who were brilliant scientists, but with little idea of operational
issues. We re-engineered the core processes by involving both
groups in redesigning the process – not listening just to the
scientists which would have been the case previously. This
resulted in tighter processes driven by all parties involved in
delivering the process. From a functional structure, we created
49 virtual businesses all working to Lean principles.
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agricultural vehicle industry
in the USA. The company
wanted to communicate the
importance of doing things
better, faster, more effectively
and at economical cost. This
focused on two issues: how
the teams could build the
vehicles 100% right ﬁrst
time, and the processes that
supported them in doing so.
Getting the processes right
was critical in delivering
another ‘Lean’ project.
Processes which transcend
silo thinking, and focus on
service delivery across the
organisation, are a critical
success factor. This requires
a key change in culture and
behaviour. Instead of focusing
on Lean techniques, we
decided to get the culture
right ﬁrst. Strict application
of the 5Ss or employing JIT
is not Lean – merely tools in
the arsenal of improvement.
And perhaps this is a
major stumbling block in
implementing change – belief
that an over reliance on the
use of a tool will compensate
for the culture not being right.
These tools cannot be overlaid
as a template on a silo based
culture. Culture precedes
toolboxes. Lean Thinking can
exist only when we install a
listening and learning culture,
where process design is
created by those who deliver
the product or service.

Process design is a key
driver of the culture
We need to constantly
review processes, and
introduce ‘process mapping’
as a key tool for continuous
improvement. We argue
strongly that teams should
focus on designing the
‘perfect process’, cutting
out any unnecessary stages,
questioning time delays and
over-inspection, and replacing
unnecessary control with
trust. Designing the perfect
process has many advantages
and looking at what we

do currently enhances
capabilities.
A Lean organisation is one
where, at any time, those who
work the process can apply
‘Process Mapping’ or variants of
this to their core work activities.
All businesses are driven by
hundreds of processes – but
focusing on the core and vital
six or eight business processes,
whether in a manufacturing or
service organisation, will create
a Lean culture.

What about those
areas that support
manufacturing or
operations?
Don’t forget about those parts
of the organisation which
never touch the product or
communicate with the end
user or customer. They require
exactly the same culture to
support what you are doing
at the sharp end. It is pointless
having slow and bureaucratic
Procurement, IS, HR and
Finance functions contributing
less than is best practice.
The ‘Lean’ concept has an
incredible opportunity for
improvement in most service
organisations. In the early
1980s, TQM research estimated
that as much as 40% of staff
operating costs of businesses
could be wasted reworking
dysfunctional processes
and relationships. Working
with a provider of ﬁnancial
services2 (The Economics of
Culture Change), our research
identiﬁed over 200 activities
of work associated with
unnecessary reworking or
errors and tasks, together
with unnecessary appraisal,
inspection and over checking.
This work was in eight
functions in a 1200 person
business and highlights the
importance of starting Lean
type initiatives in the service or
support areas ﬁrst.
For introducing ‘Lean’ as a
positive force, the following
four step approach can work
well.
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“Change is not just a
technical-rational process.
It is a behavioural, emotional
and political process”
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Lean Thinking in GE Capital Motor Finance
Process improvement can be critical in getting Lean established. Working with a provider of
Motor Finance, a team of specially selected staff formed across ﬁve functional boundaries,
Credit, Risk, Finance, IT and Customer Service, met to discuss how to streamline the credit
approval process to provide better service to their motor dealerships and the eventual
consumer of their product (the car buyer).
From their investigation, they discovered that too many steps existed in the process. Many
of these were designed because managers did not trust their staff, so an unnecessary element
of inspection and approval had been added. When the team designed the perfect process,
they eliminated 14 unnecessary steps, devised a Training Plan to prevent people inputting
and compounding errors, and set up self inspection audits, thereby reducing time taken to
complete the process by 60%.
Further work resulted in this process being automated, resulting in spectacular results in the
car showroom – that is, 98% of online applications being responded to within four minutes
of the data being entered. This has had a signiﬁcant impact on customer service for customers
waiting for a response to raising ﬁnance for a car. This company can respond in minutes to
credit applications, whereas many competitors still take days to respond.

1. Create the culture: Senior
Management Team
The focus of senior
management commitment is
critical and the only activity
worth pursuing is winning the
collective heart and mind of
the top team. Winning a strong
psychological commitment to
implementation is a critical
success factor in implementing
Lean. Failure to win over
the ‘top team’ will result in
cynicism from their direct
reports and others. It’s true,
there’s no change to Lean
without leadership.
To support Lean, we have to
better understand the culture
in which we operate. Before we
can shape the new culture that
supports Lean, we have to see
what works and what does not.
Various diagnostic tools will
complete this process speedily
and with precision, otherwise
it goes against the spirit of
continuous improvement.

People are boss watchers

“Lean cannot exist in an
organisation where the
culture is against it”

Leadership is critical in shaping
the culture. Leadership does
not reside solely with the CEO
or the senior management
team, but at all levels. Edgar
Schien’s3 research tells us that
the dominant factors that
shape culture are ‘to what
Leaders pay most attention’
and ‘how they respond to
critical incidents’. Make no
mistake, people watch the
behaviour of their bosses!
Those in senior positions
dictate how others respond to
change. Either the leadership
group supports the culture, or
it does not. Breaking the silo
mentality is critical to making
the culture work. Egos are
challenged, conﬂicts are won,
heroes praised, cynics learn
and those not committed to
the process are encouraged to
engage and behave in the way
of the new culture.
2. Line managers as change
agents
The behaviour and actions
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of line managers is critical to
deliver any culture change
and a process for Lean and
continuous improvement.
This may require the support
of an external facilitator or
consultant – but the whole
emphasis should be on
developing ‘change agent
skills’ as the core behaviour
of line management. With a
client (Ian Millar4) in the USA,
I wrote a book that focused
completely on this process.
The culture must reside in the
hands, hearts and minds of
the staff of the business. Find
a trusted advisor or facilitator
and work together on
developing internal capability.
3. Prioritise Projects
This requires people at all
levels to commit to take
ownership, create challenging
performance standards and
metrics, and monitor progress.
We ﬁnd that to get Lean
started, it is best to be discrete
and work on speciﬁc projects,
rather than commit to a
generalised approach without
precise and keen ambitions. All
events and activities have to be
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closely led and facilitated. Lean
should occupy a high proﬁle
and the project should engage
all signiﬁcant players in the
project or process.
Projects for Lean and
continuous improvement can
range from manufacturing
problems to customer service,
cross-functional working on
product development, creating
new sales channels, quality
improvement, as well as typical
manufacturing, logistics, supply
chain problems.
4. Focus on
implementation, not theory
Success in implementation
depends on the relationship
between the external
facilitator, internal line
managers and the sponsor of
the Lean project, including
those who work the processes.
People who are critical as
‘knowledge resources’ in
resolving the issues, are quickly

“The organisational culture
determines the success of Lean
or any other change initiative”

identiﬁed to become part of
the team to drive and, more
importantly, take action.

Summary
This article has used Lean to
communicate the importance
of creating the right corporate
culture ﬁrst. Cultures can
evolve and become the
driver of organisational
change very quickly, and this
should precede training in
speciﬁc tools and techniques.
By focusing upon discrete
variables, it is possible to shape
the culture of the business
very quickly. Lean cannot exist
in an organisation where
the culture is against it. Lean
requires such a high degree of
cross functional working that
any culture which counters this
will fail.
Consider now the Lean
culture that would equip your
business with the ability to
succeed. It has to be a culture

where change is the norm,
where resistance is experienced
but quickly won over to
support, and in which going to
work is a joy. Given the choice
whether to build that culture
or not, what would you do?
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Part one. By Veronica Martinez and Mike Kennerley from the Centre for
Business Performance, Cranﬁeld School of Management, and Richard
Harpley, Richard Wakelen, Kathy Hart and James Webb from EDF Energy
Networks Branch.
Executive review
This report describes
the results of a detailed
research on the impact of
performance measurement
and management systems
(PMMS). It presents the
results of the ﬁrst UK Survey
on this speciﬁc theme. Then,
it explains the effects of
the implementation of a
scorecard-based performance
management system (PMS)
within EDF Energy’s Networks
Branch, the UK-based division
of a multinational company.
Cranﬁeld School of
Management’s Centre for
Business Performance has
conducted this research, with
funding from the Engineering
& Physical Sciences Research
Council. It has two phases:
1) a survey study in the UK
manufacturing and service
sectors and 2) an in-depth case
based on multiple structured
interviews.
The report addresses an
analysis of the positive,
negative, internal and
external effects in the UK
manufacturing and service
sectors. It is extended to
the analysis of EDF Energy’s
experience of implementing a
PMS, in the context of Cranﬁeld
researchers’ previous research
ﬁndings in this ﬁeld. In doing
so, it describes the factors that
contributed most to the PMS’s
successful implementation and

those aspects which, at least
initially, tended to hold it back
from achieving its full potential,
and so draws conclusions and
lessons from these research
results.
The report also identiﬁes
moderating factors that
inﬂuence these critical effects
and highlights the vital
importance of performance
reviews at both executive and
operational levels. It provides
guidance too on where EDF
Energy will need to make
future adjustments to the
ongoing development of its
PMS.
The results of this research
will make interesting reading
for all executives involved in
the PMS development process;
and the report also contains
valuable lessons for executives
in other companies who
wish to embark on a similar
implementation process. We
hope, therefore, that EDF
Energy will be willing to share
their learning experience
with other executives in other
industries. This report has,
therefore, been structured in
such a way that this can easily
be enabled.

1. Introduction to
performance
management systems
and research study
Today, many organisations
place strong emphasis on

the adoption and usage of
broad-spectrum performance
management systems (PMS)
– as opposed to traditional
ﬁnancially focused systems.
Partially, this has been driven
by the popularity of ‘balanced
scorecards’, a management
framework developed by
Kaplan and Norton over
a decade ago. Evidence
suggests, for example, that in
2001, the balanced scorecard
had a utilisation rate of
44% worldwide: 57% in the
UK, 46% in the US and 26%
in Germany and Austriaab.
However, few of these
adoptions are strictly what
Kaplan and Norton advocate
and a balanced scorecard has
become a generic term for
a PMS that extends beyond
regular ﬁnancial measurement
systems.
Scorecards do not
necessarily have to be built
around Kaplan and Norton’s
original framework, the subcomponents of which have
subsequently been patched
and modiﬁed over time
(not always satisfactorily)
by the originators to try to
compensate for the apparent
absence of key aspects of
contemporary management
issuesc. Other frameworks,
such as the Performance
Prism for example, arguably
work much better in today’s
business and public sector

“Sixty-two
per cent of
manufacturers
and 48%
of service
providers
agree that
somehow
PMS
contributes
to their
employee’s
satisfaction”
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“Fifty-eight per cent of
manufacturers and services
agree that PMS help them in the
achievement of key objectives”

environments where multiple
stakeholder and intangible
assets considerations are
increasingly commonplaced.
Recent research carried out
by the Centre for Business
Performance at Cranﬁeld
School of Managemente shows
that organisations generally
implement performance
management systems to:
(1) monitor productivity, (2)
communicate strategy, (3)
reduce costs, (4) review their
business strategy, (5) support
their compensation systems
and (6) control operations. A
few organisations suggested
that they had implemented
performance management
systems because it became
a legal requirement to
report non-ﬁnancial data.
While others said that their
PMS was a requirement to
gain customers’ contracts –
particularly in fast-moving
environments, such as the
telecommunications and
automotive industries,
where managing suppliers’
performance is critical to the
business.
The objective of this
research is to study the
diverse effects and signiﬁcant
impacts of implementing new
performance measurement
and management systems
in the way organisations
operate.
This report shows a) the
results of a UK survey study
in the manufacturing and
service sectors carried out
in 2006 and b) the results
from eight months of
research in EDF Energy’s
Networks Branch carried
out by Cranﬁeld’s Centre for
Business Performance during
2004-5. The data analysis
used followed a rigorous
and systematic methodology
to analyse, interpret and
distil data with a range
of employees from top
management level down to
operational level. The results
highlight the mixed effects
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(both internal and external) of
PMS in EDF Energy’s Networks
Branch.*.
*For brevity’s sake, EDF
Energy’s Networks Branch is
referred to hereafter as simply
‘EDF Energy’.

2. Link of Performance
Management to
Business Results: The
Theory
A number of survey studies
indicate that organisations
with integrated and balanced
performance management
systems perform better
than othersf. A US survey’s
results shows that PMS,
used as a management
control tool, increases both
organisational sales and
proﬁts, and reduces overhead
costs by 25%; while another
found that PMS improves
the return on assets and
stock market performanceg.
Other researchers found
less tangible beneﬁts, such
as customer or employee
satisfactionh. Indeed, some
also show that PMS increases
employee communication and
collaboration while facilitating
buy-in of the implementation
of strategic objectives.
Despite the great promises
from these survey studies,
some organisations do not
see the positive effects in
their ﬁnancial accounts. In
fact, some suggest that it is
very difﬁcult to isolate the
ﬁnancial effect of PMS from
other management systems.
A couple of senior managers
from fast-moving organisations
reported that their general
perception is that PMS might
have a negative effect on
their ﬁnancial performance,
because it consumes signiﬁcant
resources and time. On the
other hand, some managers
suggested that performance
management systems create
a greater business impact by
driving people’s behaviours,
and creating new practices and
routines, than just by trying
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“In 2001, the
balanced scorecard had a
utilisation rate of 44% worldwide”

External
Effects

to increase their business’
proﬁts alonei.
These studies suggest
to us that the effects of
performance management
systems need to be better
understood in order to
maximise their beneﬁts. In
doing so, we differentiated
two types of positive effects;
ie, internal and external
effects.
First, we deﬁned the
external effects of PMS as
those that are reﬂected in
the business results, such
as proﬁtability, market
expansion, company
reputation and leadership
in the market. They are
external expressions of the
company’s performance and
are perceived by different
stakeholders, such as
customers, suppliers and
regulators (among others),
as well as by industry
competitors.
Second, the internal
effects of PMS are reﬂected
in the way the organisation
operates, such as operational
processes, organisational
behaviour, culture,
employees’ capabilities, and
so on. The internal effects are
embedded in organisations’
day-to-day performance; they
are internal expressions of
the company performance.
Hence, they are mainly
perceived and experienced
by employees and some
shareholders.
In general, organisations
should pay more attention
to the ‘internal effects’ of
performance management
because they directly affect
the way that they operate.
These internal effects are

the engines that drive an
organisation’s results (eg,
proﬁtability, reputation,
productivity, etc), but a time
lag often occurs between
the achievements of positive
effects and organisational
results. The following
ﬁgure shows the effects of
performance measurement
and management systems.

3. Survey Results
The objective of this survey
is to study the effects of
performance measurement
systems (PMS) in the UK
manufacturing and services
sectors. It is important to note
that this is the ﬁrst survey that
analyses the effects of PMS in
the UK context.
The population frame
was taken from the FAME
database, we used the SIC
code to identify large UK
organisations operating
in the manufacturing and
service sectors. Using a
random sampling process, 500
organisations were targeted.
The survey was supplied in
two waves in 2006. Onehundred-and-twenty-one UK
companies participated in the
survey, 45% of organisations
were from the service
sector and 55% from the
manufacturing sector.
The survey results show
that 69% of manufacturing
companies and 62% of
services companies agree that
Performance Measurement
Systems improve people
focus. Fifty-eight per cent of
manufacturers and services
agree that PMS helped them
in the achievement of key
objectives. Fifty-eight per cent
of manufacturers suggest that
PMS improve their operation’s
feedback, in contrast to 49%
of services.
Sixty-eight per cent of
manufacturers agree that PMS
enhance their communications
skills. Moreover, 49% of services
and 45% of manufacturers
suggest that PMS help them
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to stimulate debates around
performance. In addition, 62%
of manufacturers and 48% of
service providers agree that
somehow PMS contributes to
their employee’s satisfaction.
Theory suggests that
Performance Measurement
Systems improve people’s
motivation. This study did ﬁnd
that 52% of manufacturers and
41% of services agree that PMS
increases managers’ motivation.
Seventy-two per cent of
manufacturers suggest that

Tolerance to
Failure

Reward Success Transparency of
Information

PMS encourage employees’
participation in the discussions
around performance
improvement; whereas 58% of
services report that PMS support
them the most on sharing best
practices.
Fifty-three per cent of
manufacturers and 50% of
services report that PMS support
their productivity. Similar
ﬁgures are reported on the
PMS effects on operational
improvements. However, only
39% of manufacturers and 29%

of services agree that PMS
affects their employees’
performance.
A common agreement
among manufacturers
and services is that PMS
improve their customers’
relationships, customers’
satisfaction and customers’
retention. Nevertheless, only
services report that PMS
supports them on building
stronger relationships with
other stakeholders, such as
suppliers and regulators.
Sixty-three per cent
of manufacturers agree
that PMS supports their
sales growth as opposed
to 41% of services. In
general, manufacturers ﬁnd
more PMS support their
ﬁnancial performance and
market share than service
organisations.
The major negative effect
on the manufacturers
and service front is the
‘Deﬂection of/misleading
prioritisation’, ie, when a
‘red’ measure ﬂashes (in
a trafﬁc-lights reporting
visualisation) it attracts
attention and resources –
even if this measure might
not be as important as other
measures in ‘green’.
The tolerance to failure
and getting employees
involved in solutions to
problems are the two
strongest factors that
inﬂuence the effects of
PMS according to service
organisations.

4. Case Example: EDF
Energy
For the beneﬁt of
non-employee readers
of this report, some brief
context about its subject
may be appreciated.
EDF Energy is part of EDF
Group (formerly Electricité
de France), one of the three
largest energy groups in
Europe. It is also one of the
largest energy companies in
the UK. It generates 7.6% of
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the UK’s electricity, employs
over 13,000 people and
supplies gas and electricity
to over 5 million customer
accounts. It has a turnover of
more than £4 billion.
The creation of EDF
Energy, in 2003, was the
culmination of a merger
between London Electricity
and the Seeboard Group
of companies. The latter
was acquired by London
Electricity (already owned by
EDF) from American Electric
Power (AEP) in 2002.
EDF Energy is a vertically
integrated energy company,
including generation,
distribution and supplying
customers. Its operations are
structured into four principal
divisions (or branches) and
the EDF Energy corporate:
• Energy Branch;
• Customers Branch;
• Networks Branch;
• Development Branch;
• Corporate.
The subject of this
particular study is the
regulated Networks Branch,
which is responsible for
the electricity distribution
networks that provide power
to 7.8 million homes and
businesses across London,
the East of England and the
South East.

5. Implementing
Performance
Management Systems
in EDF Energy: The
Purpose
In 1999 (before the
merger), business units
initially implemented the
scorecard because it was
facing ﬁnancial problems,
ie, a 3% income reduction
and the consequences
of re-adjustments by the
regulatory regime; in
particular it had strong
pressure to reduce costs and
improve customers’ supplies.
Based on the initial beneﬁts
of the scorecard, in 2002,
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EDF Energy decided to adopt
a performance management
system to:
• Improve productivity and
performance;
• Enhance EDF Energy’s
reputation;
• Focus and align resources.
The company’s performance
management systems support
the integration of different
stakeholders by providing
a common language to
communicate with and by
sharing similar practices and
routines across newly merged
operations.
Like many other ﬁrms,
EDF Energy has adapted
Kaplan and Norton’s balanced
scorecard framework – for
example, the learning and
growth perspective has been
substituted by a people one.
The customised PMS scorecard
approach has been gradually
deployed throughout the
whole organisation.

6. Positive Effects of
PMS in EDF Energy’s
Performance: The
Practice
As a result of the interviews
conducted and our analysis
of the results of these , we
were able to identify eight
main effects (from a list of
38) that were regarded as
the most important positive
contributions towards the

Performance Management

success of EDF Energy’s PMS.
The top one is the
fact that performance
management systems ‘focus
employees’ attention on
important issues to the
company’, by linking key
objectives to employees’
jobs and continuous reviews.
Analysis shows that this
is the main driver that
contributes to EDF Energy’s
customer satisfaction
improvement.
One of the less visible,
but nevertheless powerful,
benefits at EDF Energy
has been the change in
employees’ behaviour. PMS
has improved the tolerance
to failure, improved the
transparency of information,
improved vertical and
horizontal cooperation,
and encouraged friendly
competition between teams.
As a result, the culture has
moved from a reactive,
command-and-control
culture to an open and
proactive one. Currently, the
branch is focused on both
customer satisfaction and
continuous improvement in
productivity performance
– not always compatible
bedfellows, but important
objectives nevertheless.
The other effects of PMS
in EDF Energy are discussed
below. They are divided into
internal and external effects.

Table 1. Top eight positive effects Of PMS
1. Focus people’s attention on what is important to the
company;
2. Get business improvement;
3. Improve customer satisfaction;
4. Increase productivity;
5. Align operational performance with strategic objectives;
6. Improve people satisfaction;
7. Align people behaviours towards continuous
improvement;
8. Improve company reputation.

5.1 Internal Effects
Our data analysis identiﬁed
38 internal effects of
performance management in
EDF Energy. These effects are
divided into four categories:
strategic management;
organisational behaviour and
people issues; organisational
capabilities; and operations
and tactical issues.
For schematic, see ﬁgure
below left. (See Appendix 1
for methodology applied.)
Strategic Management
Our research shows that
PMS enhances EDF Energy
managers’ ability to focus
their efforts by aligning
strategy with operations.
Moreover, it provides direction
on the achievement of key
strategic objectives, which
closely relates to strategy
execution. It improves the
clariﬁcation of business
priorities and reduces the
ambiguity.

EDF Energy’s Internal Effects of PMS

Performance Management Systems (PMS)
Scorecards
and
Strategy Maps

Strategic
Management

Performance
Management
Reviews

Organisational
Behaviour and
People Issues

Organisational
Capabilities

Effect of PMS
Internal
Effects

Operations
and Tactical
Issues

External
Effects

Organisational Behaviour
and People Issues
PMS substantially changed
employees’ behaviours: it
enhances people’s attitudes
towards improvements, allows
accountability for actions, and
creates better motivation.
PMS has strengthened both
the vertical and horizontal
collaboration within EDF
Energy, it can be noticed in
the increment of integrated
solutions on service delivery.
Managers explained
that, currently, EDF Energy
has reached the level
where employees propose
process improvements and
simpliﬁcation of operations.
They also express their opinions
and demonstrate their
expertise in the development
of their activities. Our data
analysis shows that there is a
close correlation between the
PMS maturity and the degree
of proposed improvements
and changes. This is further
discussed in the section on
factors that inﬂuence PMS.
Organisational Capabilities
The research analysis shows
that PMS affects the way
employees perform. In
particular, it provides vital
information to stimulate
debates on performance and
allow people to drill-down
the data needed to identify
speciﬁc problems and ﬁnd
relevant solutions.
In doing so, it enhances
employees’ analytical thinking.
This study shows an early
correlation between the PMS’s
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maturity and employees’
analytical thinking, ie, the
higher the PMS’s maturity, the
stronger employees’ analytical
thinking.
We also identiﬁed that
one of the most valuable
lessons from PMS came from
the discussion (at different
organisational levels) about
the generation of measures
and goals, the prioritisation
of objectives, and the
delegation of tasks to improve
performance. They enhance
the performance practices, the
understanding of partners’
and customers’ expectations,
their relationship with other
activities, partners’ trust, plus
the sense of belonging and
effectiveness of action plans.
Operations and Tactical
Issues
The research analysis
shows that PMS supports
EDF Energy’s productivity
by hitting and improving
strategic and operational
targets, such as customer
satisfaction, customer minutes
lost, safety, maintenance,
and project development.
Moreover, it supports the
improvements in operations
and integration of processes.
Table 2 summarises the
internal effects of PMS in EDF
Energy.
It is clear that the vast
majority of internal effects of
performance management
systems concentrate on the
development of intangible
competencies, such as skills,
behaviours and values.
Intellectual capital theorists
suggest that intangible
competencies are the
foundation of sustainable
competitive advantage. Without
signiﬁcant and substantial
internal effects, external effects
cannot be achieved.
Part two and a full list of
references will appear in
the Autumn 2010 issue of
Management Services

Category
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Effect

Example

Strategic
management

1. Enhance negotiation of capital
expenditure, budget and projects
2. Focus people on key issues to the
company
3. Improve the alignment of strategy
and operations
4. Improve the prioritisation of actions
and projects [when weighted
measures are used]
5. Enhance the selection of capabilities
for (new) projects
6. Improve the goal deployment
7. Support the achievement of key
strategic objectives
8. Improve the feedback from
operations and ﬁeld work to company
strategy

Interview: ‘SC facilitates the negotiation
of expenditure with owners; last time
they achieved an increment of a third of
the capital expenditure.’
Interview: ‘At the top level, SC supports
the diffusion and communication of
strategic objectives.’
Interview: ‘It enhances the leadership of
the organisation by directing employees
towards common ambitions.’
Interview: ‘At top level, SC improves
the visibility of the business to take
more informed decisions. At operational
level, it only highlights areas of weak
performance.’

Organisational
behaviour and
people issues

9. Changed from a reactive to a
proactive culture; focused on
continuous improvement. Command
and control style no longer exists
10. Improve people behaviours,
ie, improve transparency of
information, shared practices and
cooperation
11. Strengthen company’s values and
beliefs, eg, improve credibility on
data and honesty
12. Improve vertical and horizontal
collaboration. Teamwork between
functions, business units, suppliers
and some close customers (councils)
13. Positive employee attitude to
improvements
14. Creates a sense of employee
accountability
15. Improves employees’ satisfaction –
because their opinions are taken
16. Increase employees motivation at
team and strategic level
17. Change from imposition to
consensus and acceptance
18. Improve cultural orientation to soft
issues, eg, safety
19. Forces managers to keep employees
in the loop of where the ﬁrm is
going

Interview: ‘At top level, managers set
tight targets and motivation comes
when they achieve targets. At the
team level, motivation comes when the
team over-performs and becomes the
reference team of the month; it creates
friendly competition.’
Interview: ‘SC increases the staff
accountability. It makes explicit
people’s responsibilities and diffuses
on SC boards; so it is difﬁcult to miss
responsibilities.’
Interview: ‘the SC is the glue of our
functional units.’
Interview: ‘Before SC, functions had
individual measures and targets; few
damage the performance of partner
functions, ie, when customers called to
report a problem, the service desk used
to send one or two teams to solve the
problem; so this function performs well
by providing a fast customer response;
on the other hand it was expensive
and inefﬁcient because in most cases
one person solved the problem and
the rest of people lost time allocated
to maintenance work. The SC brought
agreement on measures, so we don’t
have to ﬁght with other functions to
achieve the good performance at better
cost.’

Organisational
capabilities

20. Improve employees’ analytical
thinking.
21. Stimulates debates in performance
improvement
22. Better understanding of their
operations
23. Enhance vertical and horizontal
communication; Improve
relationship between parties,
increase trust, etc.
24. Focus people’s attention on
improvements
25. Improve the abilities to identify
training needs
26. Improve employees’ understanding
of how their actions affect the
company’s performance
27. Improve customers’ understanding
[having joint scorecards]
28. Improve problem solving

Interview: ‘SC is a good way to share
information and work with people.
For instance, before the merger one
unit had pure ﬁnancial measures as
a business measurement system, but
employees were not involved. It was
a mangers’ tool with no impact on
employee involvement.’
Interview: ‘SC improves people’s abilities
to drill down and understand problems’
root.’
Interview: ‘At business unit level,
scorecard creates a habit or routine that
forces managers and teams to expend
time together to discuss performance
and set up actions.’

Operations and
tactical issues

29. Innovation of new practices
30. Improve productivity
31. Improve processes integration
32. Enhance the speed and organisation
of action plans
33. Increase operational improvements
34. Reduce maintenance costs
35. Enhance the prevention of some
operational problems(break)
36. Increase sense of purpose
37. Increase focus on sensitive
operations
38. Improve employee performance

Interview: ‘SC supported the
development of a new technique
“live line”, as a result they improved
productivity by reducing penalties from
regulators; eg, customers minutes lost.’
Interview: ‘SC monitors trends in
performance (although limited), it helps
them to identify what is wrong, and
thus to take action plans.’
Interview: ‘Some employees start
thinking in terms of operational
improvements and costs.’

Table 2: (*SC= Scorecard).

Why Don’t YOU
Join the IMS
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.
• Actively promoting the IMS in your place of work
• Encourage colleagues at work as well as
professional and social contacts to join
the Institute
• Refer potential new members to the Journal
as an example of what the IMS is about

What Next?
Contact the IMS for an application form
W: www.ims-productivity.com
E: admin@ims-stowe.fsnet.co.uk
T: 01543 266909
Brooke House, 24 Dam Street,
Lichﬁeld, Staffs WS13 6AA

• Remind potential members of the beneﬁts of
IMS membership, eg, education system, regional
structure, recognised professional qualiﬁcation
• Up to the minute information via the IMS
Journal and website professional support
• Undertaking contract/consultancy work

