Lean$Green Reading 
What is Lean and Green Sustainability?
Lean Sustainability:

The Problem of Sustainability - By Jim Womack

I recently got a call from an old friend who led one of the first lean implementation efforts in healthcare in the mid-1990s. He has moved on to other challenges and we hadn't had a chance to catch up in recent years. So I asked him what happened to the lean initiative in the healthcare organization where he had been a senior manager.

The answer was what I feared. "We created a lean improvement team and conducted a comprehensive campaign to kaizen the organization's key value streams. And we had dramatic results. Faster patient flows. Better outcomes. Lower costs. But we couldn't sustain the gains. The improvement efforts weren't connected to the way the organization was managed and the value streams started to regress to the mean as soon as the improvement team left. After I left the organization, the whole program came to an end. What a shame."

My friend is far from alone. In our annual LEI web survey of the Lean Community, a leading problem Lean Thinkers always note about their improvement efforts is "backsliding to old ways of working" after initial progress. And the most frequently cited issue this year is "middle management resistance" to change. In short, the lean movement has a sustainability issue we now need to address.

What is at the heart of our sustainability problem? More important, what can we do about it? I believe that the root cause of regression in most organizations today is confusion about priorities at different levels of the organization compounded by the failure to make anyone responsible for the performance of important value streams as they flow horizontally across the enterprise.

To prevent regression, someone needs to periodically clarify priorities for each value stream and identify the performance gap between what the customer needs and what the value stream is providing. The person taking responsibility then needs to engage everyone touching the value stream in carefully capturing the current condition (the "current state") of the value stream which is causing the gap. The next step is to envision a better value stream and determine who will need to do what by when to bring it into being. Finally, the value stream leader needs to determine what will constitute evidence that the performance gap has been closed and collect the data to demonstrate this. This exercise is, of course, nothing but Dr. Deming's Plan-Do-Check-Act cycle conducted repetitively by the responsible person, ideally employing A3 analysis.

I'm not proposing a dramatic change in the organization chart to reassign authority. Indeed, I've hardly ever seen an organization improved by a "re-organization". And I'm not suggesting the creation of a matrix organization where everyone has a vertical and a horizontal boss. Rather, during the transition to a mature lean organization, someone with another job in the organization needs to take on the role of periodically (and quickly) auditing the horizontal flow of value and bringing to the attention of everyone touching the stream how the organization is performing along that stream.

Note that periodic audits of processes within small areas (for example, a continuous-flow work cell or a materials replenishment process) are a well established aspect of Toyota practices that I call "standard management". So auditing across departments and functions to examine value stream from end to end is a scaling up of current best practice, not something wholly new.

Auditing every value stream will expose problems with the flow of value and contradictions in organizational objectives. Indeed, it will expose many problems and many contradictions. And that is precisely the point. Most value streams currently have substantial performance gaps, but the magnitude of the gap and the precise causes are hard for anyone to see. (Hence the confusion and resistance of many middle managers, who are doing well on one set of objectives - asset utilization, for example -- when lean methods require another set.) And fixing the root causes of poor performance will require someone - and quite possibly everyone -- touching the stream to change their behavior.

It follows that the responsible manager needs to engage in a dialogue with the leaders of the functions and, if necessary, with top level management to gain agreement on who must do what by when to achieve a sustainable leap in performance that will benefit the customer and the organization. (One of the "whats" is likely to be rethinking the metrics the "change resisting" middle managers are being judged on.) The responsible person then must periodically revisit the value stream, not just to prevent regression but to continually move it to a higher level of performance.
A special problem as we tackle this issue is that we can't simply copy current-day Toyota. In the past Toyota went through many iterations of how to solve the problem of value stream management across the organization. But today its mature organization relies on policy management (hoshin kanri) at the macro level and a cadre of line managers auditing their areas at the micro level. Because there is no confusion about objectives from top to bottom and because managers have been taught from the very beginning of their careers how to see the flow of value under their management, no formally appointed value stream managers are needed.
Other organizations - yours and mine for example! - are different and what we need now are experiments with value stream management methods. Whatever the final answer, everyone in the Lean Community has a big stake in our solving the sustainability problem. Otherwise, the current surge of interest in lean -- driven by the success of Toyota -- may become just another episode in the long history of unsustainable management improvement campaigns.

Sustaining Lean - Nothing can replace the direct involvement of leaders - By George Koenigsaecker

Many of those on the lean journey often ask the question: "How do we sustain our lean effort? What will it take to truly continue on the path?" While there are probably a number of answers to this question, I would like to suggest a few derived from my own experiences.

First, what is the predominant culture of most firms today? I would say that it's "firefighting." We focus on delivering today's product or service, and we rush to do so. One consequence of this emphasis today is that we do not step back to take the time to "ask why five times," as Toyota would do. So we keep working really, really hard, but our system does not get any better, because we just jump on the first solution for problems—elimination of the surface cause—as they crop up during the day. The net of all this is that we have gradually built up a system under which we run our businesses, but we do not look at improving the system on a regular basis.

And what is the culture we need to develop to survive and thrive for the long term? What we need to build is a learning culture—and I maintain that the best model of that is the culture of Toyota. What's so unique about Toyota's approach to work is that they have organized themselves to be constantly reviewing all their processes (the steps by which their work is done), and improving them.

So the key to sustaining lean is building a culture that practices process improvement as part of daily life. How long will this take? Would it be reasonable to assume that it might take a generation of management to establish a totally different culture? After all, changing from a fire-fighting culture to a process-improvement culture requires embracing an "opposite" approach, and "opposites" are very hard for adults to learn. While I can't really know which practices have been most important in establishing this learning culture, the thing I am most proud of is that, over 20 years, I led 11 corporations, as either President or Group President, on the lean journey. And today all 11 of them continue to practice lean-process improvement. They have managed to do this through several generations of leadership change.
A few thoughts about what has helped these firms sustain a lean culture: Toyota believes that you drive improvement of every line item in an income statement and balance sheet by simultaneously improving the four True North dimensions of improvement—at annual rates of 10–30%. The True North metrics include: Member Development (processes are improved by people who learn how to study and improve their work); Quality; Lead Time; and Cost/Productivity. If you want to advance these four dimensions of improvement, you will need to study your work—your processes—throughout the enterprise. That means studying both office/transactional/administrative processes and manufacturing processes—at a pace that will generate the desired pace of improvement.
After all, you would expect the pace of improvement to be proportional to the number of processes that you improve. And the double-digit results that a company like Toyota would expect each year require a lot more process improvement activity than most persons would imagine. A firm of 10,000 people might require week-long kaizen events devoted to studying the work of the firm, at a pace of 1000 team-weeks per year.

Don't panic just yet. You see the point; driving fundamental improvement is a lot of work. Firms that have achieved this level of process improvement have built up to this pace over a period of 3–4 years. They have come to realize that a significant pace of improvement is driven by a significant pace of process study—so they see this work as a productive, valuable investment. The good news is that well-run process improvement typically has a payback on all the costs involved of 90–120 days from the productivity gains alone, not counting inventory cash, improved customer quality and lead times, and other metrics.

It turns out that you drive most lean results from organized kaizen events that are driven by an enterprise value stream analysis and improvement plan. It also turns out that lean is learned from personal participation in these hands-on improvement events. You don't really learn much about lean from books. It's the struggle of applying new tools, new principles, and new practices to a "chunk" of your existing work—expecting major improvements to be implemented within a week—that drives individual learning curves and begins to build a new culture. So these kaizen events really do three things at the same time. They actually redesign processes and delivery results, but they also are the key way anyone learns to understand the practice of lean, and they accumulate into building a new culture—a learning culture.

Let's think about leadership a bit here. When an organization starts the lean journey, the odds are that almost no one will have deep knowledge of the way ahead, and almost certainly senior leadership will not know what is involved. In some respects, the first step is for leaders to learn how to see waste in their organizations. Toyota believes that the principal form of motivation for improvement is derived from learning to appreciate how much waste exists around you in all the work you and your organization do every day. A lean core-concept is the idea that only a few steps in each process truly transform material (or information, in the case of administrative work). These are the few value adding steps. Our processes are full of other steps—other work—that does not transform the material or information. In lean terms that work is categorized as non-value-added.

Most of us are surrounded by the work we and others in our organizations do—but we see it all equally; it is all just work. One of the key outcomes of participation in kaizen events, especially for leaders, is to begin to see how much non-value-added work exists in our processes, and also to understand that we can remove a large portion of it—within a week.
A Wisconsin healthcare group, Thedacare, has studied member survey data very carefully, and correlated scores with the number of event experiences that each person has accumulated. What the data show is that it takes two weeks of kaizen-event experience before the needle moves in terms of positive member survey scores—and that it keeps moving right through about eight events per person. This result is a good measure of the culture change that takes place. So it appears that an ideal approach would be to eventually get all leadership (and the whole organization) to gain eight weeks of kaizen-event participation. In practical terms, it takes years to get to this level, even if you are on a fast pace of improvement. But you need to get on the path.
A pair of examples may help you appreciate what's involved. Led by its CEO Stan Askren, HNI Corp. (Muscatine, IA), the big office furniture group, requires any new manager in the firm to get four full week-long kaizen event experiences in their first year of employment, generally in the first few months. And for every year after that, they must get two more week-long improvement experiences. One lesson learned was that most leaders know how to talk-the-talk and sound like they are "doing lean," but real results are only achieved by those executives who get real experience.

Danaher Corp. (Washington, DC), which is led by CEO Larry Culp, has a Lean Immersion course, where senior leaders spend 90 days doing nothing but lean-improvement work. Danaher grows by about 20% per year from organic growth, but also benefits from a steady flow of new acquisitions paid for by the cash flow generated by lean efforts at the current organization. In fact, since the beginning of their lean work at Jacobs Vehicle Systems Inc. (Jake Brake) in 1987, the financial performance of Danaher exceeds that of Berkshire Hathaway, the organization run by the famous investor, Warren Buffet. In North America, Toyota conducted a hansei—a deep reflection—on the depth of understanding of the Toyota Way at the company. They concluded that the organization also needed to require leaders to get regular kaizen-event (jishukin in Toyota talk) experience on an ongoing basis.

You've probably realized that a very big part of sustaining lean is establishing a practice of leadership participation on kaizen events on a regular basis—forever. Every time a leader is on a team, it reinforces for that person the reality that there is still a lot of waste in the work being done, and also reinforces the fact that you can remove a lot of this waste in as little as a week. The motivation to improve that this awareness gives to leaders is essential to sustaining lean.

There's a direct link between achieving double-digit annual rates of improvement on the True North metrics (which will in turn drive all line items of the income statement and balance sheet in the right direction), and a strong pace of studying and improving processes. One of the issues for leadership is that it is hard—perhaps impossible—to really define what the organization will look like after another year of lean transformation. Frankly, you've never been there. One lesson learned, for me, has been that tasking yourself to hit your True North metric performance, year after year after year, is a significant part of finding your way on the transformation path. If you start to fall behind in one of the True North metrics areas, it's time for a "hansei" that can lead to corrective action.
This action, in turn, is usually some combination of increased kaizen-event activity directed at that performance dimension, and some addition of lean tools—or increased use of lean tools—across the full organization. So the focus on gaining True North performance each year also pulls the improvement activity needed to get there.

A rule of thumb that I use is that you will be substantially lean when you have studied every process from beginning to end, at least five times. Typically, you can remove about half of the waste in a process every time you study it, but it is impossible to see all the waste in the process at any given point in time. If you think about going through every process in your firm at least five times, you begin to understand several things: that this will perhaps take a decade to do; that you will get better at every step along the way; and that you will need to organize to support this effort over a long period of time.

The real reason to consider five passes through every process is that, as an organization, after you have done this work, you will realize that there is, in fact, no end to improvement. And you'll know that you want to continue this journey forever. It seems to me that we really do not understand the phrase "continuous improvement." We think "improvement," and we imagine it to be a one-time step. But the idea that continuous improvement could actually be continuous is not something we truly believe. After five or so passes through every process, however, you will have built a new culture that believes in continuous improvement. And once you've established this new culture, sustaining lean will be second nature.

Green Sustainability

SME Speaks

When is Green Manufacturing Green?

The term "green manufacturing" has different meanings to different people, usually based on their discipline and training. You can get needlessly sidetracked by definitional disputes. Becoming green should be considered to be a journey, not a destination or static state. Green manufacturing is a key component of operating a sustainable business that helps you uncover hidden value for your business, while creating value for the environment, the stakeholders, and the greater community both now and in the future. There is very serious interest in green manufacturing within the manufacturing community. We are currently seeing a major shift in philosophy, acceptance, and emphasis.

Becoming green can be viewed as a process where you start using more eco-friendly feed stocks that have low embedded energy and come from renewable resources. You will use these materials to produce products that meet sustainable product standards promulgated by standards-setting bodies like ANSI and ISO. We refer to this as the green-transformation process. Methods for measuring embedded energy and other green properties of the goods provided by your suppliers are available or being formulated at this time. Product standards, such as the ANSI NSF 410 sustainable carpet standard, are also either available or in process.

Next, you need to operate an ecoefficient manufacturing process. You need to pay attention to the direct and indirect use of all resources (i.e., energy, water, and materials), and the loss of these resources from each activity in your product and service processes. The indirect use and loss of resources comes from all of your supporting processes (e.g., air compressors, air and water-pollution control equipment, boilers, chillers, etc.). It's important for you to measure and monitor your resource productivity. Many manufacturing firms use a variety of management system standards and business excellence frameworks to effectively manage their processes for eco-efficiency.

You cannot ignore the manufacturing environment as a source of green opportunities. This includes the building, lighting, HVAC, logistics, visual factory, cleaning, information technology, and nonproduction facilities (e.g., offices, cafeteria, lavatories, grounds keeping, etc.). There are a lot of quick wins available in this category.

An interest in green manufacturing does not automatically translate into a commitment to make the necessary changes at your facility. The process of becoming green is really a matter of money. The only reason why a manufacturing plant would resist the move to a green or a more sustainable business is because of the costs that are associated with the "leaning" of the transformation process, the manufacturing processes, and the associated supporting and manufacturing environment processes.

So what are the real costs of going green? Many manufacturing plants view this as a choice between being more environmentally responsible and allowing employees to keep their jobs. This view of green is slowly being converted to realizing business opportunities that gain positive feedback from environmentally conscious customers, and the increase in sales because of it. Reducing energy and water use are the most common and simplest places to start when it comes to turning your plant green. Eliminating all wastes from all business practices is an important mid-term goal. In the longer term, you can develop green technology and products that take your manufacturing business to a higher level of green. Remember that this is a journey. Environmental responsibility in the manufacturing sector not only includes contributing to the creation of your own company, but also in being able to manufacture those supplies that will facilitate the ability of other sectors in becoming green. Everything is connected to everything else.

Having a successful journey to business sustainability requires you to align the green manufacturing program with your company's vision, mission statement, and guiding principles. Only by fully integrating the effort with the core business will it have the management support necessary for enabling your company to complete that journey. You need to have the employees involved in the planning as well as the implementation of your programs. Employees are a key source of knowledge for your green transformation. It is important to have mutually beneficial relationships with your suppliers, your customers, and your key stakeholders. As mentioned above, you must maintain a process focus and a systems approach to management. Finally, you must use lean, six sigma, and other process-improvement approaches to maintain continual improvement throughout your journey.
Green manufacturing becomes green when you integrate a number of proven methods competently to meet customer and market needs with eco-efficient processes and their corresponding benefits to the environment, key stakeholders, and the community at large. The real green comes from the value to your top line (branding) and your bottom line as you contribute positively to the local economy. This may be the best argument to use with your executives as you seek their support for your green manufacturing initiatives.
Lean and Green Sustainability

Total Corporate Responsibility - 

The way to sustain and grow a “Lean$Green Enterprise”

We all know how integral lean has been in an organizations’ success. In the future economic survivability will require businesses to be actively engaged in advancing lean and green principles and best practices.  To meet these challenges Lean and Green advocates are coming together to formulate the next generation of values, principles, and initiatives. It is their hope that these concepts and actions will ensure the sustainability of our economic and ecological systems. 

Sustainability is a relatively new term that describes  how to make the human economic systems last longer and have less impact on the ecological systems, and as it particularly relates to the concern over major global problems relating to climate change and oil depletion. More importantly are the ways to make some unit of economic production — a business firm, a family household, a farm — more sustainable. 

What is Total Corporate Responsibility?

Corporate Responsibility (CR) has driven improvements in corporate environmental and social performance. Traditional CR categories include corporate governance, human capital, environment, product safety, and stakeholder relations.

This new form of CR is called Total Corporate Responsibility (TCR) as put forth by Frank Dixon. He is an advisor to Wal-Mart and other firms on sustainability. The TCR model is based on three concepts – interconnectedness, actualization and posterity. These encourage business to adopt a broader perspective. Rather than seeing itself as an isolated entity, business would see itself as part of a larger system (interconnectedness). It would work for the good of the overall system (actualization) over the long-term (posterity). 

The TCR methodology was developed to address the systemic drivers of corporate decline and unsustainability in a practical and profit-enhancing manner. Economic competitiveness will require corporations to be actively engaged in sustainability initiatives. In so doing, business ensures its own success and profitability.

TCR represents the most difficult management challenge because no single company can change larger systems.  Addressing environmental, social and other sustainability issues poses one of the most complex challenges facing management. Firms must work with peers and other stakeholders in a practical manner to achieve system change.  Being the most difficult challenge facing management, TCR is probably the most accurate indicator of management quality and stock market potential available. 

Adopting the TCR model will drive an integrated systems approach and partnership using Lean and Green values and principles. These changes will redefine the next generation of enterprises, accounting systems, and balanced “value stream” scorecards to drive “Lean$Green Sustainability”. 

What is a Lean$Green Enterprise?

An integrated entity that focuses on the elimination of waste by minimizing the consumption of resources (human and natural capital) to effectively maximize the creation of value for its customers, stakeholders, and communities.

(Human Capital) pertains to business practices relating to labor and the community and region in which a corporation conducts its business. 
(Natural Capital) refers to sustainable environmental practices, a company endeavors to benefit the natural order as much as possible or at the least do no harm and curtail the environmental impact. 

What is Lean$Green Accounting?
A lean-and-green enterprise uses lean-and-green accounting - an integrated systems approach for accounting, controlling, measuring and managing the sustainability of a lean-and-green enterprise. 
In practical terms Lean$Green Accounting means expanding the traditional reporting framework to take into consideration the  environmental and social performance in addition to financial performance.

What is a Balanced Enterprise - Value Stream - Scorecard?
Lean-and-green accounting uses a "balanced" value stream scorecard for an integrated scorecard for accounting, controlling, measuring, and managing the sustainability at all levels of the enterprise; by focusing on key performance indicators of the value streams to minimize the consumption of resources. It is a mix of leading and lagging financial and non-financial indicators to drive the deployment and achievement of strategic objectives from the perspectives of the Customer, Financial, Operational, People and Sustainability of the economic and ecological performance of the enterprise, as shown in Figure 1.
Lean and Green Enterprise “Balanced” Value Stream Scorecard
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Corporate Strategic Goals & Objectives

1. Customer Perspective - Best in our Industry for Customer Performance

2. Financial Perspective - Consistently Top Quartile for our Industry for Financial Performance

3. Operational Perspective - World Class Level of Operational Excellence

4. People Perspective - World Class Level Place of Employment

5. Sustainability Perspective -  World Class Level Total Corporate Responsibility

Work Teams                                                           

Key Performance 

Indicators (KPI)

Value Streams                                                         

(KPI)

 Programs                                      

KPI               

Performance

Return                                                                    

on                                             

Net                                         

Assets                                                                     

Corporate                       

Strategic                                                  

Goals & Objectives :                                                            

----                          

Customer           

Financial                       

Operational           

People                

Sustainability


Figure 1

Implementing a balanced enterprise value stream scorecard typically includes four processes:

1. Translating the vision into operational goals;

2. Communicating the vision and link it to individual performance;
3. Business planning;
4. Feedback and learning, and adjusting the strategy accordingly.
The balanced scorecard is used to select the right key performance indicators to “measure what matters” which allows the vital signs and health of the value streams and enterprise to be effectively monitored and managed: The recommended metrics for a Lean and Green Enterprise are as follows: 
1. People Development

2. Quality

3. Delivery (Lead Time)
4. Cost/Productivity

5. Sustainability

Thus, the job of managing and leading a Lean$Green Enterprise changes from being reactive to being proactive. This approach addresses issues and deploys counter measures before they become a serious problem to sustaining the organizations economic and ecological systems performance and growth. Neither the economic or ecological systems can be sustained without a new emphasis on “doing more with less” of everything.
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