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[bookmark: _GoBack]PROBLEM / CURRENT STATE – Most business leaders see Lean/CI as tools to be applied within the current “management system”.  That makes it hard to “self-sustain” and derive the full benefits.
TARGET / DESIRED STATE – Business Leaders need to see Lean/CI as a “management system”.  A MS that drives never-ending improvement of the way work is done (waste reduction) and never-ending refinement of the MS itself.  That’s what a “culture of CI” is.
SOLUTION – Link traditional financial metrics to Lean/CI objectives, methods, and metrics to allow business leaders to “see” / understand the value of Lean/CI practices.  Key to influencing business and financial leaders to support CI commitment (training and strategic application of practices).
	Business / Financial Metric
	Operational Description
	Lean Methodology
	Lean Metric

	Sales Growth
	Quick Response
	Reduced set-up times (SMED)
	Set up times

	What does the customer value,
	Small quantity orders
	Standardized Work
	Order to ship times

	what is the customer willing to 
	Customized products
	Repeatable processes
	Throughput times

	pay for?
	Consistent quality, timing
	5S, Kanbans, VSM
	On time delivery

	
	
	
	% of tasks documented

	
	
	
	

	Improved Cash Flow
	Reduced inventories
	Predictable product flow
	Inventory turns

	Cash moving through the
	Use of non-productive assets
	Single-piece flow
	Increased capacity

	Enterprise, not locked up in
	Elimination of non-productive
	5S, Kanbans, Takt time, VSM
	Decreased downtime 

	assets
	assets
	TPM 
	OEE (overall equip efficiency)

	
	
	
	

	Lower Product Costs
	Reduced waste in multiple forms
	Root cause problem solving
	% or # problems solved

	Decreased product costs at any
	Materials 
	Standard work
	% of defects / errors

	Point in the process can increase
	Reduced defects
	Labor cost reductions (all costs)
	Cost per unit

	Profit margins
	
	Reduced rework
	

	
	
	
	

	Improved ROI / ROE
	
	
	

	How to get greater returns lower
	
	
	

	While reducing investment / 
	
	
	

	Equity?  Use profits for growth.
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The Measurement Paradigm

We don’t know what we don’t know...

We can't act on what we don’t know...

We won't know until we search...

We won't search for what we don't question...

We don’t question what we don’t measure.

Excerpt from Six Sigma
by Michael Harry, PH.D. & Richard Schroeder

We know measures are a result, not a cause...
To change results we must change behaviors!
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Examples of Lean KPM's at the
Value Stream Level

Primary Measures: Support Measures:
« Units per Person - OEE at the Constraint Level
* On-Time Delivery % by - Average of Cross Training

Product Family
* Quality- First Pass Yield
- Average Cost per Unit
* Dock-to-Dock Times

Hours per Person.
« Number of OSHA Recordable
Safety Incidents
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Examples of Lean KPM's

for Work Cells

Primary Measures:

* Days of Raw, WIP and
Fimshed Goods

eratlonaIE u| ment
ectnveness

- Quality- First Pass Yleld

Support Measures:

« Cross Training Charts
« 58 Audits

* Number of Kaizen or Continuous
Improvements
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) METRICS - The Forensics of CPI

at gets measured gets fixed.

2. If you can measure it, you can change it.

3. Metrics drive behavior. Tell me how you will measure me and | will tell
you how | will perform.

4. The folly of rewarding A while hoping for B.

5. Measure first, then manage.

6. Leading indicators versus Lagging indicators (NDE)- Always reviewing
the past, and not guiding the future. Manage the leading indicators,
and the lagging indicators will be O.K.

7. Problems must be quantified, exposed and confronted. Lean cannot
remedy an unacknowledged or hidden problem.

8. Don’t measure effort and process compliance. Measure results.

9. What you allow, you encourage.

10. Your Recommendations are only as good as your analysis. Your
analysis is only as good as your data. Your data is only as good as you

measurement system. Data Integrity is the foundation of a credible
project. LEAN THINKING with SIX SIGMA




