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Foreword

A few years ago, | published my second book, The Startup Way: How
Modern Companies Use Entrepreneurial Management to Transform Culture
and Drive Long-Term Growth. It’s both an acknowledgment and an
exploration of the many directions Lean Startup has traveled in beyond tech
startups and Silicon Valley. Running experiments and processes such as
building minimum viable products, following the build-measure-learn cycle,
and metered funding have been applied to more kinds of problems than |
could ever have envisioned, including in large, long-established companies
that are looking to stay vital and relevant in a new world of business. On the
surface, these enterprises would seem to have little in common with the other
kinds of organizations in which Lean Startup has taken hold—small, newly
formed startups, startups that have experienced massive growth, government
entities, and nonprofits, to name just a few. But despite their differences in
mission and scope, these organizations share a crucial similarity: the people
who run them know that adaptability is the key to success in the 21st century.

In other words: leadership.

I’ve had a lot of conversations with people trying to bring innovation to their
companies. These conversations tend to go like this: employees with high-
potential new ideas about how to tackle all sorts of issues—from industry-
wide reinventions to societal problems or the way their company IT systems
work—tell me that they have no way to act on them.

They’re trapped in old 20th-century corporate structures upheld by people
who, while they no doubt have good intentions, are themselves trapped by a
combination of complacency and fear. These leaders are doing what they’ve
always done, even as the stakes of not changing become greater every day.
Sometimes they authorize the creation of a separate innovation project or
team, but it’s never really integrated into the company as a whole and as a
result tends to be short-lived. The company culture, and the leaders’ roles
within it, remain untouched.

These leadersare in denial about both the enormous, rapid changes taking
place in the world of work and the importance and influence of their
positions. By failing to set an example of openness to change and awareness
that responsiveness is crucial, they discourage the very people needed to help
their companies evolve, creating stagnation instead of dynamism and,
ultimately, the demise of the business.



I’ve seen it more times than I can count, and so has Jean Dahl, which is why
she’s written this comprehensive guide to what leaders need to do to truly
foster innovation and responsiveness. The process starts, like most
transformation, within themselves and their attitudes and actions. From there,
it moves outward to take into account the input of their colleagues and
communities so that they’re prepared to respond equally to disruption or
opportunity.

This cultural and structural change is critical. Outdated ways of thinking, in
turn, create organizational cultures that are hostile to innovation and
responsiveness at the very moment when those qualities matter more than
ever. As Jean discusses, the leaders we need now are problem solvers first
and foremost, who must be acutely focused on creating and delivering value
for the benefit of the ecosystem they exist within.

Let me dwell for a second on what “ecosystem” means. For decades, the only
stakeholders companies really needed to worry about were their shareholders.
As long as profits were up, business went on as usual. That’s no longer true.
The world is evolving so quickly that “business as usual” literally no longer
exists. Today’s usual is tomorrow’s obsolete.

It’s also no longer enough for companies to have nothing but their bottom
line in mind. We know that majorities of people want to work for and buy
from companies that are focused not just on profit, but on benefiting the
world in which they operate. That includes their employees, their customers,
their communities, and even the planet we all share. We also know that
companies that think and act this way are just as financially successful as
those who don’t, so there’s no argument for acting any other way. True
leaders see clearly the needs of everyone they serve, see when those needs
are shifting, and act accordingly.

That’s where this book comes in. It gathers together all the information and
tools you need to lead both structurally and philosophically, so you can help
guide your organization into the next phase of success. The end goal is to
create a cycle of continuous innovation in all the processes and products of
your company so that it’s ready to face whatever changes and challenges
come its way. That means paying attention at all times to the information
coming in, whether i1t’s from customers, employees, or society at large.

Modern leadership is about providing opportunities and fostering
partnerships based on trust. It also requires building a comprehensive
strategic plan that takes the need for continuous innovation seriously. This



book will show you both why those things are true and how to accomplish
them.

Eric Ries

October 2019



Preface

Why Leading Lean?

In today’s world, change is all around us. Higher and higher levels of
volatility, uncertainty, complexity, and ambiguity (VUCA) are the “new
normal.” Today’s leaders must recognize—both within their organizations as
well as themselves—the need to continuously evolve in order to stave off
extinction and deliver value to their customers.

Leading Lean is a call to action for leaders looking to meet these 21st-century
leadership challenges head-on. This book gives you practical methods, tools,
and strategies to lead an empowered workforce capable of embracing and
achieving fast, flexible decision making. You will learn how to take
advantage of the opportunities change brings to ensure long-term success by
creating value at every level of your organization.

Chapter 1, Overcoming Today’s Crisis in Leadership, discusses how
embracing agility can empower you to overcome the roadblocks that a 21st
century leader faces. Chapter 2, The Modern Lean Framework™, introduces
you to a framework influenced by the practices and principles of the Toyota
Motor Corporation (as well as the work of the Lean luminaries Daniel T.
Jones, Jeffery Liker, Eric Reis, Daniel Roos, and James Womack) designed
to help you develop and perfect your Lean leadership skills and abilities.

Chapter 3, Leading Self, takes a closer look at how leaders can cultivate a
healthy mentality for leadership by understanding the skills and abilities
necessary to lead one’s self, as well as becoming a servant-leader to others.
With that foundation, Chapter 4, Leading Others, then discusses the necessity
for Lean leaders to help continuously develop the people they serve by
employing the Toyota Business Practices (TBP) method for problem solving
and continuous improvement, as well as offering guidance for on-the-job
development (OJD) strategies. It also presents a case study of an organization
that undertook implementing Lean principles and methods to turn its business
around.

Chapter 5, Leading Outside In, addresses the importance of leading a
customer-centric company and provides you with tools to build an
omnichannel customer experience strategy (OCXS). Chapter 6, Leading
Enterprise Wide, helps you develop a strategic roadmap that aligns your
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enterprise with your customer, stakeholder, and company needs,

and Chapter 7, Leading Innovation, follows that discussion with a look at
how to foster innovation and continuous improvement through creating
disruptive products/services.

Culture is integral to the success of a Lean organization, which is

why Chapter 8, Leading Culture, providesyou with the Leading Culture
dimension of the Modern Lean Framework™, which is a set of beliefs, values,
behaviors, and actions that represent the cultural elements of a Lean
enterprise that you can adapt to work best for your enterprise.

Finally, Chapter 9, Becoming a Self-Led Lean Leader, brings all of these
principles and practices together with advice on how to move forward as the
leader your organization, your workforce, and your stakeholders and
customers deserve.

As you read this book, remember that you will experience just as many
failures as successes on the journey toward Lean leadership. Acknowledge
and view failure as just one more way you now know will not work, then
adjust, move forward, and try again—and do celebrate your successes! When
something goes well, take time to reflect and understand how you achieved
that success.

Now, let’s get you started on the path toward Lean leadership!

O’Reilly Online Learning

For more than 40 years, O’Reilly Media has provided technology and
business training, knowledge, and insight to help companies succeed.

Our unique network of experts and innovators share their knowledge and
expertise through books, articles, conferences, and our online learning
platform. O’Reilly’s online learning platform gives you on-demand access to
live training courses, in-depth learning paths, interactive coding
environments, and a vast collection of text and video from O’Reilly and 200+
other publishers. For more information, please visit http://oreilly.com.

How to Contact Us

Please address comments and questions concerning this book to the
publisher:
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« O’Reilly Media, Inc.

« 1005 Gravenstein Highway North

« Sebastopol, CA 95472

. 800-998-9938 (in the United States or Canada)
« 707-829-0515 (international or local)

. 707-829-0104 (fax)

We have a web page for this book, where we list errata, examples, and any
additional information. You can access this page
at https://oreil.ly/leadingLean.

Email bookquestions@oreilly.comto comment or ask technical questions
about this book.

For more information about our books, courses, conferences, and news, see
our website at http://www.oreilly.com.

Find us on Facebook: http://facebook.com/oreilly
Follow us on Twitter: http://twitter.com/oreillymedia

Watch us on YouTube: http://www.youtube.com/oreillymedia
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Chapter 1. Overcoming Today’s Crisisin
Leadership

Putting the customer firstis at the heart of Lean. Everything a Lean leader
does must be driven by the goal of filling your customers’ unmet wants,
needs, and/or desires. If that’s not happening, you’re not creating and
delivering value. Are you just going through the motions, thinking what you
do is value-driven? How do you know whether or not you’re moving toward
your True North—that is, whether you’re accomplishing your vision through
mission and purpose and fulfilling your value proposition?

The greatest challenges a Lean leader faces today spring forth from these
questions because the meaning of customers is very broad in the world of
Lean. They can be the employees who create and deliver your
products/services, the customers who buy and consume them, and those in
your community, your country, and yes, even the world (known as
stakeholders) who are impacted by their existence—in other words, the Lean
ecosystem that you as a leader call your “world.” That means your
perspective needs to be far-reaching and not colored only by what is right in
front of you.

It also means embracing agility and understanding that you must learn to
effectively respond and adjust to change through continuous improvement
and evolution. When you stop improving and evolving, the game is over and
complacency sets in. Over 40% of all companies today will cease to exist
within the next 10 years.1 Will your company be one that survives and
thrives, or will it be a statistic? The choice is yours to act now to overcome
the challenges that face you by “leaning out” your organization to effectively
respond to change so that you can survive and thrive in the 21st century.

This chapter focuses on the issues facing Lean leadersand arms you with the
appropriate context as you progress through the rest of the book.

Delivering Customer Value: An
Enterprise’s Ultimate Goal

As Eric Ries states in his book The Lean Startup (Crown Publishing Group),
“The Lean Startup method [hypothesis-driven product development] builds
capital-efficient companies because it allows startups [innovators in general]
to recognize that it’s time to pivot sooner, creating less waste of time and
money.”’2 Experimenting with your product/service ideas leads to winning
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products/services that generate value for your customers, stakeholders, and of
course your company.

Therefore, Lean leaders must be keenly focused on winning the hearts and
minds of their customers by:

. Delivering products/services your customers deem valuable

. Serving your customers well so your organization maintains a healthy,
ongoing relationship with them

« Ensuring the organization stays ahead of your customers’ ever-
changing unmet wants, needs, and/or desires, as well as competitive
market conditions, by taking the time to truly understand what creates
and deliversvalue

However, the digitalization of products/services and of the channels through
which they are marketed, sold, and delivered requires a much more holistic
enterprise approach. Gone are the days when leaders could hide from their
customers. Leaders must be engaged and interact with customers, leading
teams that solve both customer and company problems. The product/service
development process must be a holistic representation that assembles team
members from throughout the entire organization into high-performing teams
that understand how to identify and create value and how to then move
rapidly toward developing and delivering it.

Defining Value

From a customer standpoint, value comes from a product/service of the
highest quality that’s provided to the market at the right time and at an
appropriate price and fulfills some unmet want, need, and/or desire, creating
and delivering value when consumed. For both the customer and the
company, the value created must be greater than the investment made. Your
responsibility as a Lean leader is to ensure this equation is monitored from
both a customer and a company perspective and to ensure that waste is not
created by allowing investment to exceed value realization. When that
happens, the product/service is no longer viable from either party’s
perspective.

But how is value identified, created, and delivered? For you as a Lean leader,
this is a much trickier question to answer. When there are many teams,
products/services, and business units, the process of value delivery becomes
more and more difficult.



Organizations create and deliver value in two distinct ways:

1. By pushing products/services out to customers, known as an inside-out
approach, where value is defined from within the organization and
customers have little say in the products/services that reach them.

2. From an outside-in perspective,3 where the organization initiates
product/service ideation and definition by working with customers and
asking them what ideas would be valuable to them. This process pulls
customers’ requirements through the production system or
development process instead of pushing products/services out to the
market with very little customer interaction.

The inside-out approach is a more traditional, push-based value creation and
delivery system. The outside-in approach is a pull-based system. The flow of
value identification starts with the customer and the product management
organization working together by pulling ideas and enhancements from the
customer through face-to-face discussions, product feedback loops, surveys,
focus groups, analytics, etc., and by defining what is most important,
relevant, and valuable to them. The team—comprised of product/service
management, manufacturing/technology, and operations—evaluates and
prioritizes the input, designing the product/service guided by the data
collected from customers. The team then develops and deliversthe highest-
priority features first. When customers make a purchase and then
consume/use it, value is created for both the customers and the company in
the form of satisfied customer wants, needs, and/or desires and revenue
generation or company value. This creates a win/win situation for all
involved.

For many companies, allowing the customer to lead and working in holistic
product/service teams represent a major shift. However, you must do
everything inyour power to remain acutely focused on your customers,
driving the delivery of customer-centric products/services they find valuable.

Recognizing the Crisis in Leadership Today

The Internet of Things (loT) has ushered in the age of global, speed-of-light
competition. To keep up and stay competitive in a digitally enabled world,
leaders must adopt new ways of organizing, executing, and evolving.
Allowing these old ways to linger stifles your company’s ability to evolve,
which directly impacts its ability to remain relevant and competitive in
today’s global economy. Worse yet, quick fixes that will magically transform
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your company and bring about new ways of working overnight are simply the
stuff of fairy tales.

Unfortunately, leaders of this type openly aspire to mimic what they perceive
to be the overnight success stories of companies like Amazon, Google, and
Airbnb. Meanwhile, they haven’t changed a single thing about themselves or
their companies, yet they expect, and even think they deserve, different
results. It’s unrealistic to think that a giant corporation that has been around
for years is going to change everything about itself overnight!

Start-ups like Amazon, Google, Airbnb, Zappos, etc., were all formed in this
new age of disruption. They built their value propositions from the
perspective of customers, identifying and creating disruption in what had
been old and established markets. Amazon unseated companies like Sears
and JCPenney, and even eBay—a disruptor that in turn became disrupted to
some extent. One advantage that modern companies formed over the last two
decades have is that they don’t carry all the baggage that established
companies do. And their success lies in the way their leaders respond to
change. They accept and embrace it, building decentralized organizational
structures, operating models, and workforces that are nimble and responsive
so that the whole organization can easily shift focus and change directionin a
week, two weeks, a month, or a couple of months. This is in stark contrast to
more traditional companies that seek to manage variability right out of the
system through rigid change control efforts and centralization, which results
in an inability to quickly and effectively respond to changing market
conditions.

Today, leaders of older, more established companies face intense challenges
brought about by trying to stay relevant and competitive in our global
economy. They must recognize the sense of urgency and crisis at hand

and aggressively lead their organizations inaddressing these challenges as
quickly as possible. That is the mark of a true Lean leader who rises to the
occasion: first acknowledging there is a problem, then facing it head-on in
order to continuously evolve to avoid corporate extinction due to an inability
to compete on a global level.

Ten 21st-Century Leadership Challenges

Let’s take a look at the major challenges you’re likely to face and how this
book can help you rise to the occasion and overcome them.



Challenge #1. Self-Development for Leaders

Leaders often don’t understand they must first develop and lead themselves
before they can attempt to lead others. Continuous self-development is the
key to being an effective 21st-century leader. You must understand your own
multidimensional nature first, which means constantly striving to develop
yourself on a social, intellectual, spiritual, physical, and emotional basis. You
are constantly evolving whether you realize it or not, and this evolution needs
to be conscious and intentional. True leaders know themselves well, first and
foremost—they possess self-awareness. They spend time to understand their
weaknesses and limitations, and then diligently work to address and
overcome them on a continuous basis.

After all, as a Lean leader your goal is the pursuit of perfection. But frankly,
such a goal is unattainable, and Lean leaders are savvy enough to understand
this fact. However, the pursuit, the unending quest for perfection that is
unattainable, still propels them forward. As a result of this quest, you
constantly evolve and strengthen your abilities to lead yourself, which then
drives your ability to lead others. Who would follow someone whose
personal and professional life is a mess? That’s not exactly an inspiring or
transforming positive experience in the long run for your followers, which is
why people choose to follow the leaders they do.

Meeting the challenge:

« Work to understand who you are and what you’re about, which all
starts by believing in and respecting yourself. Building your self-
awareness happens through becoming honest with yourself and making
a concerted effort to develop an inner stillness, known
as mindfulness (Chapter 3). Being in touch with your inner self and
understanding what makes you happy and what gives you a feeling of
fulfillment and achievement makes you a much better leader in the long
run. Knowing where you are and where you want to go is a powerful
thing.

. Being driven by a bias toward action and facing challenges head-on is
the Lean leader’s way (Chapter 3). Persistence, tenacity, and not seeing
failure as a world-ending event are traits that people will be drawn to,
and they willask you to help them develop these traits in themselves.
Being able to forgive yourself so that you can move on and putting
yourself into service for the good of others are marks of a true leader

(Chapter 4).
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. Tapping into your emotional intelligence to apply reason rather than
reacting emotionally to challenging situations shows your followers
that you respect and care about them (Chapter 3). People follow leaders
they trust and respect, because the feelings are mutual. Being
trustworthy comes from being consistent and thoughtful, not from
being wild and unpredictable (Chapter 3).

Challenge #2: Outdated Leadership and Management Styles

Command-and-control leadership styles and outdated workforce management
strategies do little to develop and support the growth and development of
future leaders. The command-and-control leadership styles that have been
used for decades in 20th-century companies do not work for a 21st-century
workforce engaged with the global economy. Modern leadership styles must
be geared toward leading an engaged and connected workforce; you must
acknowledge that the world is changing, and your style must develop and
evolve as well. Everyone in the organization must commit to its continuous
improvement by developing the ability to serve the greater good, to the
benefit of its workforce, customers, and stakeholders.

As a leader, you must recognize, acknowledge, and tap into the human
capacity to contribute, think, learn, and grow—before you begin to lose the
most talented part of your workforce. They WILL leave you in droves in
search of a company that offers a connection to a bigger purpose than
themselves. Worse yet, cutting staff when bottom-line profits dip is not a
sustainable strategy. Every company needs a qualified, well-educated, and
trained workforce, regardless of your product/service. The days when people
could easily be cut and then replaced when profits were up again are over.
People seek stability and a sense of community that feeds the human soul.

A revolving front door is the fastest way to fail, as both valuable talent and
knowledge constantly walk through it. Attrition and retention rates matter,
and getting a reputation for instability and a fickle management style is the
fastest way to push the most talented people away from your doors. After all,
who wants to be hired, only to get laid off in six months or a year and have to
start a new job hunt all over again? It’s an emotionally and

intellectually draining experience, not to mention the irreparable harm it may
have on an employee’s career.

Meeting the challenge:

 Develop an understanding around what it means to lead from a position
of service; in other words, become a servant leader that works to
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contribute to the overall success of the organization by first and
foremost serving it and those that follow you (Chapter 4).

. Recognize that the composition of the workforce is changing.
According to Daniel Pink in his book Drive (Penguin, 2011), this new
workforce values autonomy, mastery, and purpose above all else
(Chapter 4). They seek out companies whose values and principles
match theirs of trust, transparency, being valued and respected, having
a voice, and making a difference, which are all motivators in selecting
the right company to work for.

« Developing a kaizen or continuous improvement mind is a must if you
want to inspire and transform those that follow you (Chapter 4).

. Foster and exhibit a tolerance for failure as your staff learns through
trial and error (Chapter 4). Making mistakes is part of the learning
process. Someone who is not making any mistakes is playing it safe.
When workers try something new and it fails, the experience must be
viewed as just one more way you know that it doesn’t work.

Challenge #3: Customer Centricity and Value Delivery

Leaders must recognize that customer centricity and value delivery are the
new driving factors of 21st-century companies. Taking months or years to
produce a working product/service is a thing of the past. Organizations have
days, weeks, or maybe months to produce something tangible that results in
enough value generation to keep them relevant and competitive inour rapidly
changing business climate. Those that don’t will quickly face disruption by
nimbler competitors (which very possibly could be you), obsolescence, and
even extinction from the marketplace. It’s up to you as a leader to learn how
to exploit this cycle to drive the ability to quickly produce and bring to
market customer-focused, value-based products/services on an ongoing basis.

Meeting the challenge:

« Focus on identifying and then fulfilling the unmet wants, needs, and/or
desires of your customer base first; this means you must identify who
your customer is and what they consider to be valuable. Then build a
mindful customer experience strategy (CXS) (Chapter 5) to ensure you
understand how best to fulfill these unmet wants, needs, and/or desires.

« Understand that value is interpreted differently from the perspective of
the customer versus that of the company (Chapter 5).

. Build products/services in increments using iterative product/service
development methods (Chapter 7), so that you can harness the ability to
release them out to the market with as little investment as possible to
gauge customer reaction and acceptance sooner rather than later.
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Challenge #4: Prioritizing Profit Above All Else

Some companies are only in the market to make a profit, putting that above
everything else. Leaders with an inward focus on what the company wants
versus what its customers want must recognize that this is an unsustainable
strategy—especially when the lack of acting on this realization means
exploiting the environment and damaging the planet to make a profit. This
type of behavior can have major repercussions if your actions are uncovered
and a backlash ensues, especially if the disaster is proven to have been
preventable. Take, for example, the environmental effects inthe Gulf of
Mexico caused by British Petroleum (BP) in 20104 when their deep-water oil
well exploded. Even five years later, the area around the spill has not
recovered environmentally, socially, and economically. It has drastically
affected the wildlife in the area, with dolphins turning up dead from oil
poisoning and tar balls still being pushed up onto local beaches. The
economy has also suffered: both the fishing and tourism industries have taken
a major hit. Shrimping in the bay and recreational use have dropped off. |
saw the effects of this spill firsthand when | happened to be in the Tampa
area in 2010. The smell of oil was thick in the air, and the closer I got to the
water, the stronger the smell and the more nauseated I felt. For BP, all of this
translated into enormous lost profits, loss of life (human and wildlife),and a
damaged reputation as it struggled to stop the almost three million barrels of
Louisiana crude oil from flowing into the gulf. It was the major news story of
the day for almost three months, and the big question on everyone’s mind
was, “Will BP get the spill capped today?” A federal judge in Louisiana ruled
that it was BP’s gross negligence and willful misconduct that caused the
spill.5 Imagine your company being seen so negatively in the public eye for
that long, not to mention being accountable for over $28 billionand counting
to clean up the spill. Leaders have a responsibility not only to their
companies but also to society and the environment, as well as to the people
affected by their actions, or lack thereof.

Meeting the challenge:
. Build an awareness of your social, cultural, and environmental beliefs,

stances, and actions (Chapter 8).

« Understand the ramifications of producing and developing your
products/services and the impact on the environment.

Challenge #5: Cost Reduction Survival Strategies

Outdated ways of operating continue to emphasize cost reduction as a
survival strategy. Leaders must recognize that shifting their focus to creating
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customer-centric products/services that add value for the company as well as
the customer is a strategy that prioritizes revenue generation produced from
delivering value, not from cutting costs. Many organizations today have
stayed afloat by using cost-cutting measures, such as reducing staff, forgoing
spending decisions, and keeping a tight rein on R&D (Research &
Development). Such strategies cannot continue indefinitely, however,
because there comes a point when there is no more “stuff” to cut and when
nothing else can be delayed or shifted. The result is the stifling of innovation
and development of new products/services, which is a sure way to speed
toward corporate extinction.

Meeting the challenge:

« Understand that you must employ an operating model that aligns your
product/service lines with an acute focus on revenue generation
through value creation and delivery. In this type of model, costs are
fixed by maintaining stable production/development teams, while scope
fluctuates based on the business value produced by the
products/services you build. Remember: variability is something that
must be accounted for and not ignored. You must build the ability to
respond to change into the system by understanding the importance of
breaking the production/development process down into small,
manageable chunks (Chapter 7), allowing you to change your mind and
direction within an hour, day, week, or month. Working in this manner
allows you to restrict your focus to the most valuable features/services
that can be quickly developed and released out to the market, leaving
the lesser value and lower priority features/services to be developed
later, or not at all. After all, what good is it to be highly productive at
building your products/services, only to find there is no market for
them?

« You must closely monitor the revenue your product/service generates
so that you can understand how much you have to spend on further
production/development efforts. This flips the focus from cost
reduction to revenue generation, allowing you to make informed
decisions about continuing to invest in, grow, and support a profitable
product/service versus stopping or killing those that are
underperforming or that have become obsolete (Chapter 6).

Challenge #6: Strategic Misalignment

Strategic misalignment occurs due to lack of detail and transparency around
the company’s vision, mission, and value proposition. Leaders are
responsible for building the company’s strategic framework, which should
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promote holistic, enterprise-wide alignment from the business, financial,
technical, and operational perspectives. Leaders who don’t spend the time on
strategic planning do a disservice to their organizations. Being a management
consultant, I cannot begin to tell you how many times I’ve asked the senior
leaders of the organizations | work with for their strategic plan, only to be
met with blank stares or excuses about getting that to me tomorrow, when
tomorrow never comes. Or worse yet, organizations that adopt Agile product
management methods respond with something to the effect of “We’re Agile,
which means we don’t need a set plan, because we are Agile!” This is an
excuse and a total distortion of the Agile manifesto.s Agile isa mindset, and
within a truly Agile organization that understands and embraces agility,
planning becomes a big part of a quarterly cycle that repeats itself
indefinitely over time. You actually do more planning using these methods—
you just do it in smaller increments.

When a company has a senior leadership team that’s paralyzed by indecision
or fear of making a mistake, it doesn’t mean decisions don’t get made at all.
It means that someone else must be brave and courageous enough to make
them. In such cases, the responsibility usually falls to tactical or operational
managers that possess much less information than senior leadership. After all,
the work must continue to flow unimpeded, and people need some sort of
direction to get their work done.

Meeting the challenge:

. Develop a centralized strategic framework (Chapter 6) in order to keep
your workforce engaged and give them the ability to rapidly respond to
changing conditions, while still being able to make sound decisions that
contribute to the overall vision, mission, and value proposition of the
organization.

. Validate the framework with the tactical and operational layers of the
organization (Chapter 6) is also crucial because edicts “handed down
from the mountain” don’t garner buy-in or inspire commitment and
support and may also represent strategies that are incomplete. Leaders
must ensure they develop strategies that can actually be implemented
and maintained by the organization.

Challenge #7: Hierarchies and Silos

Hierarchical structures create silos and promote a disconnected organization.
Leaders must recognize the urgency to break down silos within their
organizations. They promote destructive Lean patterns of infighting and
maintain fiefdoms that build up over time, only benefiting those at the very
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top. Being customer-centric and value-driven means your operating model
must be focused on your enterprise value stream to maximize customer
engagement and value delivery.

Meeting the challenge:

« Redesign and replace old hierarchal structures with new operating
models that break down functional silos and realign the company’s
workforce around its product/service lines. This shifts the focus to what
you’re producing for your customers and to all the activities that
revolve around identifying, developing, and releasing your products out
to the market, resulting in customer-centric teams organized and
aligned to a product’s or service’s vision, mission, and value
proposition (Chapter 7).

. Align your focus as a leader on managing your product/service lines as
a business unit, instead of managing vertical functional departments
such as R&D, Production, Product Development, Marketing, Finance,
etc. Consider everything from ideation to development and all the way
to release and support from a horizontal perspective, across all the
value-producing activities required to design, develop, release, and
support your offering out to the market, known as a value stream. By
employing this type of operating model, the people closest to the work
(as well as your customers) are the ones making the key decisions,
using the organization’s centralized strategic decision-making (CSDM)
framework (Chapter 6) to ensure they are making the best possible
decisions throughout the process.

Challenge #8: Traditional Development Practices

Product/service development practices must move away from the slow,
traditional methods of the past to become disruptors through innovation.
Leaders no longer have months or years to develop and bring
products/services to market. Customers expect them to evolve and companies
to be able to stay on the edge of innovation to effectively respond to
disruption by continuously offering new, innovative, and exciting
products/services on a regular basis.

To be able to meet these expectations, cycle time—the time it takes a
company to identify, develop, and deliver a new product/service to market—
must drastically shrink. Companies that spend months or even years
developing their products/services run the risk of releasing them too late and
experiencing the disappointment of their customer base having absolutely no
interest in them at all. The window of opportunity was slammed shut by a
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competitor that moved quickly to close the gap and fulfill that unmet
customer want, need, and/or desire in a timelier manner, capturing the
majority of market share. You are then left scratching your head and asking
the question, “How did they do that and beat me to market?”

Companies no longer have the luxury of making this type of mistake too
many times, because our global economy offers too many alternatives to
customers who have become very unforgiving. They can easily leave you and
take their dollars elsewhere. Remember, if you’re not innovating, you’re not
evolving, and the end result will not be pretty.

Meeting the challenge:

. Seeing problems as challenges to be overcome is all part of the process
by which great companies seek out and achieve innovation. Innovation
comes from iteration—that is, by making small steps toward solving a
bigger problem. Innovation comes from iteratively working to solve
these problems in a team setting. Your workforce is your greatest asset
on the road to innovation. Understanding the build/measure/learn loop
and its role in problem-solving activities is a must (Chapter 7).

. Foster nimbleness, stress speed to market, and help your organization
develop the ability to rapidly respond to changing market conditions in
today’s globally competitive market (Chapters 5 and 6). Switching to
rapid iterative and incremental development methods is no longer just
an option; it’s a must, and savvy leaders understand these methods are
a necessity (Chapter 7). They drastically cut down on cycle times and
produce products/services in a timely manner that customers find
valuable, because they’re designed and developed specifically with
customers in mind (Chapter 5). Now that is true competitive advantage
at its best!

Challenge #9: Technological Advances and Global Competition

Technological advances are causing massive disruption as our world
continues to converge, creating more and more global competition and
introducing accelerated change around the world. Artificial intelligence (Al),
virtual reality (VR), robotics, smart devices, blockchain, and the cloud are
just a few of the technological trends that will be disruptive into the
foreseeable future. Our world is converging as the Internet of Things (loT)
continues to tie them all together. Companies no longer have the luxury of
being concerned only with producing and delivering products to local
markets. Leaders must watch how and in which direction the worldis
changing and must keep a finger on the pulse of technological changes. You
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must be aware of what’s happening within your own R&D departments as
well as in your competitors’ R&D shops. Disrupt or be disrupted: those are
your choices. It’s up to you to be forward-thinking enough to understand how
to exploit your options, ensuring you remain relevant and competitive.

Meeting the challenge:

« Understand and build systems and processes that exploit and rapidly
respond to new technological advances appearing in the market; stay in
front of and be responsive to the ever-increasing levels of complexity
in our global economy (Chapter 6).

- Recognize that the days when you could rely on brand loyalty are over
(Chapter 5); customers can jump ship for the next new “IT” thing or
cool new gadget that a competitor halfway around the world can easily
introduce, causing complete disruption in your market.

 Recognize that technology is also changing the makeup of our
workforce, as companies work to figure out how to integrate both
virtual (Al) and robotic workers into the workforce (Chapter 4). This
trend has actually been happening for years; however, robots were
previously confined to the manufacturing floor. With the maturing of
Al, knowledge workers will also experience shifts as technology
becomes more and more integrated into white-collar jobs. The age of
the “no collar” worker will soon be a reality that 21st-century leaders
must face.

Challenge #10: Outmoded Workforce Development Practices

Outmoded workforce development and investment strategies don’t embrace
diversity, promote advancement, or develop people to their fullest potential,
or worse yet, they don’t exist at all. Learning and development is a two-fold
process. First, we all must take it upon ourselves to continuously evolve our
skills and abilities to stay relevant in our rapidly changing world. Second,
developing to our fullest potential as leaders is something we cannot do by
ourselves. We must rely on others to help us along the way. And, as today’s
Lean leaders, if what we truly seek is to develop the next generation of
leaders, we must put some skin in the game and commit to teaching,
coaching, and mentoring them to the best of our abilities.

Meeting the challenge:

« Adjust your attitudes toward investing in your people by offering
learning and reskilling opportunities as technology brings waves of
change. Workers will look for and gravitate to companies that offer
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continuing education, training, and reskilling opportunities throughout
their careers. To remain relevant and employable, people understand
they must continue their learning journey and will periodically,
throughout their career, need additional training and reskilling and
upskilling, which means retraining and reeducating yourself multiple
times throughout your career (Chapter 4). Leaders must proactively
develop investment strategies geared toward keeping their workforce
fresh and well skilled to address disruption, foster innovation, and
remain competitive (Chapter 5).

- Understand that developing Lean leaders is not something that should
be left to chance. You must acknowledge that what is needed isa
concerted effort to identify, teach, coach, and mentor those who display
the potential to become Lean leaders (Chapters 4 and 8). That means
instituting a Lean leaders development program designed to build your
company’s next generation of leaders through a combination of self-
development, training, and on-the-job development (OJD) programs
(Chapters 8 and 9).

. Build a Lean culture (Chapter 8) that fosters and promotes continuous
improvement and agility to be able to effectively respond to our ever-
changing world and to the many competitive threats that just might
crater your organization. Culture comes from the top and spreads
downward. If you want to develop a culture that brings out the best in
people, then you need to provide opportunities for them to learn and
grow, as well as be a role model they can pattern their own behaviors
and leadership styles after. Culture is something that everyone builds,
and it takes a village to get it right.

This crisis in industry today is real; if gone unaddressed, we’ll see the demise
of many companies that refuse to face the facts, and they’ll be replaced by
competition that’s nimbler and more responsive to change. Nothing is
constant except change itself, and the world has always favored survival of
the fittest. So, as a Lean leader, the question I ask of you is this: “Will you
survive and thrive?”” Of course, the knee-jerk reaction is to say, “Yes, of
course! I have it all under control!” And my next question to you then
becomes, “Are you absolutely sure?”

And believe me, i1t’s not that I don’t trust you. I’ve been working with leaders
for many years, and | know that facing reality can sometimes be very hard. It
often takes an outsider to wake up an organization’s leaders and push them to
face these challenges head-on. This can be evidenced by the many
progressive, innovative leaderswho, although highly recruited, leave an
organization after only a short period of time, usually less than a year.
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Change agents who want the organization to face these challenges and affect
real change will take getting shot down only so many times before they give
up and leave in search of more progressive and innovative companies that are
ready and willing to begin the tough work of facing the change curve. As a
leader, you must ensure your company doesn’t fall by the wayside and vanish
from the global economic landscape.

BLOCKBUSTER

Blockbuster, established in 1985,7 was a Dallas, Texas—based provider of home movie
and video game rentals, delivered through its retail stores and later through mail order
and (toward the end of its existence) subscription-based services. Throughout the
1990s, Blockbuster flourished, opening over 9,000 stores in the US alone.s In 2000, it
had the opportunity to buy an up-and-coming competitor, Netflix, for $50

million.g Blockbuster’s leaders made one of the most horrendous decisions in the
world of business to date and said, “No thanks!”

By 2010, Netflix had cornered the market, and Blockbuster declared bankruptcy. A
2013 article on CNN.com stated, “If only Blockbuster could rewind back to the
1990s.”10 In their efforts to resist change, Blockbuster’s leaders didn’t see the
opportunity to buy their disruptive competitor that had been dropped right in their
laps, and instead of becoming the competition, they allowed themselves to be
overtaken by them. Moral of the story: Resistance to change is a potentially fatal flaw
that is a waste of time and could also possibly lead to a company’s demise. Leaders
must face these challenges head-on to ensure their organizations continue to survive
and thrive well into the 21st century.

Why Agility Isn’t Easy for Leaders

To ensure leaders don’t stunt the growth of themselves or their organizations,
both must continue to evolve and change with the times. As a leader, you
must embrace, build, and continuously strive to achieve agility. It’s defined
as the ability to rapidly respond to changing conditions, both internally and
externally, to seize and/or maintain competitive advantage that creates and
delivers value from a customer, stakeholder, or company perspective. It’s the
enabler behind any goal or effort to change and evolve, ending inan
organization’s ability to embrace continuous improvement and evolution so
that it remains in existence. Therefore, you must work on developing the
organizational “muscles” around the ability to constantly identify, adjust, and
respond to both internal and external change, on a local-to-global level.

Agility is about creating a mindset throughout the organization that change is
good and that it brings opportunities that may not have existed before. If the
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company recognizes and correctly responds to these opportunities, it means
capturing some benefit in the form of increased revenue, greater profit
margins and market share, or the unlocking of a whole new market. The
mindset must thrive within the enterprise at the team, product, and portfolio
layers and must be championed by strong leaders that support and foster a
tolerance for failure, as the organization experiments with agility and builds
the capabilities to effectively respond to change.

But agility goes against the techniques taught in scientific management

or Tayloristic methods, as they are sometimes called, after their creator,
Frederick Taylor. His thoughts, writings, and practices heavily influenced
much of the school of management and leadership thinking and practices
throughout the 20th century, starting with the dawning of the Industrial
Revolution. In the early 1900s, scientific management was taught as the
predominant management theory within business schools throughout the
world. Taylor, recognized to be the first true management consultant,
documented his research findings in a book published in 1911 and

entitled The Principles of Scientific Management. In it, he laid out his very
precise ideas about how to introduce his system and the role of management
versus workers into companies:

It is only through enforced standardization of methods, enforced adoption of the
best implements and working conditions, and enforced cooperation that this
faster work can be assured. And the duty of enforcing the adoption of standards
and enforcing this cooperation rests with management alone.11

He believed that control, or “enforcement” as he called it, should rest with
management and not the workers performing the work. His theories stressed
that workers must be taught to follow the rules and obey authority. Coloring
outside of the lines was not an option and was highly discouraged.
Individualism and creativity were frowned upon on the factory line. Taylor’s
practices resulted in hierarchical command-and-control organizational and
management structures and reward systems that focused on how well
managers controlled the whole process, as well as the workforce, without
suffering waste or downtime. Everything was standardized, timed, and
precise, which worked well in the factories at the time, where work was
repetitive and routine. This way of working actually resulted in the United
States becoming the world leader in manufacturing during the 20th century.

Command-and-control leadership practices and hierarchical organizational
structures flourished all the way up until the early to mid-1980s, as Gen Xers
(defined as the generation born between 1961 and 1981) came of age. They
were filled with entrepreneurial spirit, individualism, and risk taking and
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sought more work/life balance than the generations before them.
Management thought leaderssuch as Tom Peters, Warren Bennis, and
Stephen Covey wrote about leadership instead of management, emphasizing
teamwork, collaboration, and a virtually overlooked leadership style known
as servant leadership.

But leadership thought wasn’t the only thing that was changing. In the early
to mid-1980s, Microsoft and Apple both released mass-produced personal
computers to the general public, changing the face of the workforce forever
as the demand for “white collar” workers grew. The demand for people who
could program and operate these new computers skyrocketed. With the Gen
Xers coming of age and gravitating toward these new thought leaders and
machines, it caused a perfect storm, flooding the world with the first wave of
innovative disruption. It also saw the ushering in of the dot-com era, kicked
off by the founding of Amazon in 1994 and ending in 2003 when Time
Warner dropped “AOL” from its title, even though it was AOL that acquired
Time Warner.12

Now that we are experiencing the second wave of the dot com boom,
beginning with the founding of Facebook in 2004, a 2015 study by the Sage
Group reported that Gen Xers “dominate the playing field” with respect to
founding startups inthe United States and Canada, launching the majority
(55%) of all new businesses in 2015:13

Small businesses and the entrepreneurial spirit that Gen Xers embody have
become one of the most popular institutions in America. There’s been a recent
shift in customer behavior and Gen Xers will join the “idealist generation” in
encouraging the celebration of individual effort and business risk-taking. As a
result, Xers will spark a renaissance of entrepreneurship in economic life, even
as overall confidence in economic institutions declines. Customers and their
needs and wants (including Millennials, those born between 1982 and

2004)14 will become the North Star for an entirely new generation of
entrepreneurs.1s

Agility is “natural” for many Gen Xers and Millennials, because it stresses
the values and principles they believe in, such as risk taking, creativity,
autonomy, collaboration, entrepreneurship, and an unwavering focus on the
customer. However, there is a mismatch in many companies today, as the old
command-and-control structures are not nimble enough to allow them to
rapidly respond to our ever-changing world. They struggle to adjust and
change with the times, to these new ways of working that require the ability
to rapidly respond to both internal and external changes, threats, and
opportunities. In today’s business climate, waiting days and weeks to run a
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decision up the hierarchy to upper management is a thing of the past. In the
time it takes for a manager to review and understand the problem, develop a
solution, and then relay it back down the chain of command, competitive
advantage may very well be lost. Nowadays, decisions need to be made in
minutes and hours, not days and weeks.

Going back to the Blockbuster example, | had personal exposure to this
company’s decision-making processes. In the mid-1990s, | was working for a
small consulting firm in Dallas, Texas, where Blockbuster was
headquartered. | went on a sales call with the senior partner to discuss
possibly building a data warehouse and reporting system that would enable
faster decision-making capabilities throughout the organization. | very clearly
remember sitting in the CEO’s office like it was yesterday, as he pulled a
huge, three-inch-thick white binder off of his credenza (one of ten, actually),
dropped it on his desk with a loud thud, and said (I paraphrase):

This is how | make decisions about the state of my business. I get these binders
every month after the financials run, fifteen days after close. Then, | have to sift
through and try to determine what is andisn’t important. This stuff is worthless
to me (as he slammed it shut) because by the time it reaches me, it’s all stale
and old news. | need an analytics tool in real time to help me run my business.
Can you guys do that for me?

I’ll never forget that conversation, because, to the best of my knowledge,

they elected not to build that warehouse, or we just didn’t win the business.
However, either way it was the same result, because not buying Netflix
wasn’t the only poor decision the management team made. Blockbuster, like
many other companies, was struggling to put these old ways aside as the
world was changing and shifting underneath them at the dawning of the

21+ century. Its leaders knew they needed to change, but the question of how
to accomplish that without totally disrupting their business was just too
overwhelming, and these new ways of thinking and behaving caused just way
too much discomfort.

Leading Lean Is All About Embracing Agility

How do leaders develop a customer-focused digital mindset, engage this new
workforce, successfully transform to these new ways of working, and address
the crisis in leadership? The answer: by embracing agility. Agility is achieved
by embracing Lean values, principles, and methods that offer leaders a way
to rapidly respond to both internal and external changing conditions in order
to gain or maintain competitive advantage and deliver value to both their



customers and stakeholders. In a world of rapidly changing requirements,
nimble and lean companies can respond quickly to both threats and
opportunities.

In this second wave of disruption, Lean methods offer a better way of
working, because they create leaders that are both nimble and responsive and
who run their companies in the same manner. Firstto market is still king, and
market share is everything. That has not changed! However, this book will
introduce you to a completely new way of leading yourself, others, your
customers, the enterprise, innovation, and culture, which, if followed, has the
power to completely transform you, those around you, your organization, and
potentially even the world. Its focus is on building 21st-century leaders that
can quickly identify the opportunities brought on by change and then respond
by creating and delivering customer-centric products/services that create
value and seize competitive advantage.

Conclusion

Leadership is all about the ability to bring people together to solve the
pressing issues at hand, make a fair profit, and work on making our world a
better place, whether that means “better” in the creation of a socially
responsible product/service or dealing with climate change, pollution,
economic well-being, human rights, living conditions, or even world peace.
We’ve lost sight of the fact that a leader’s role is not self-serving but about
the people that leader serves. It’s time to regain our focus by embracing Lean
ways of working and leading, to make the world a better place for all of us.
As you continue through this book, it is my hope that you’ll understand the
importance of being “all-in” if you truly aspire to become a Lean leader. If
you’re not fully committed, those who follow you will sense it and may end
up not committing to the change that’s necessary. Embracing agility and
achieving continuous evolution takes a village, and it’s not something leaders
can do on their own. In true Lean fashion: Experiment. Learn. Adjust.
Repeat! All of these things will be required of you, and there will be just as
many failures as successes. Acknowledge and view failure as just one more
way you now know will not work. Adjust and move forward and try again,
and above all, celebrate each success. Take a moment to reflect and
understand how you achieved it before moving on.

Now that you have an understanding of the challenges—and successes—you
can face as a Lean leader, let’s move on to a more in-depth discussion of how
you can face those challenges.
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Chapter 2. The Modern Lean
Framework™

Agility—the ability to respond to changing conditions—is a skill that you
must develop so that you can lead from a holistic perspective. The levels of
volatility, uncertainty, complexity, and ambiguity (VUCA) are just too high
nowadays to lead in any other way.

Lean embraces and fosters agility by instilling a spirit of challenge and the
confidence to pursue elusive perfection head-on. It grounds you in the reality
that perfection is unobtainable but also drives you forward along the path to
continuous improvement. In this chapter, we’ll look at the origins of Lean (as
defined and developed by the Toyota Motor Corporation) and the Modern
Lean Framework™, which will provide you with a road map to follow when
developing and perfecting these Lean skills and abilities. This framework
will show you how to stave off extinction through continuous evolution and
develop the mindset required to embrace and exploit agility.

Staving Off Extinction through Continuous
Evolution

Today, leaders spend millions of dollars trying to figure out the “secret
sauce” that made the success of start-ups like Amazon and Google look so
easy. However, | would bet that if you asked Jeff Bezos, CEO of Amazon,
whether he felt like success was easy, he would probably laugh. Amazon was
founded in 1994 in Bezos’s garage,1 taking almost ten years to turn a

profit.2 There is no quick or easy fix, and modeling yourself after other
companies isn’t going to work. Companies are as unique as people. Trying to
copy or duplicate someone else’s success without truly understanding how it
came about is doomed to failure.

When failure becomes evident, the blame game ensues. Upper management
blames the employees, the employees blame upper management for a lack of
leadership, and the management and technology gurus blame the culture.
Unfortunately, it’s a vicious cycle that will repeat itself over and over again,
because nothing changes at the company’s core. Leadership and the
workforce, either consciously or (more often than not) unconsciously, will
sabotage the change effort. This is a lose-lose outcome that will eventually
bring about corporate extinction.
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All of these considerations have one thing in common: people! Change must
be modeled from the top because that’s where culture starts. A culture of
change assertiveness or change aversion starts with its leaders. Leaders that
hold back and take a “wait and see” attitude inspire the same in their
followers, especially if there’s a revolving door on the C-suite and multiple
change efforts have died before ever getting a chance to take hold.

However, the older and more established an organization becomes, the harder
itis to ensure it continues to change and evolve. This is where Lean leaders
must step in and ensure that the spirit of evolution continues to move the
company forward. You must start by addressing the challenges of leadership
and acknowledge the sense of urgency that exists to ensure that your
company continues to evolve and grow. “Innovate, innovate, innovate to
disrupt, disrupt, disrupt!” must be your mantra, because innovation feeds
continuous evolution.

3M: SUCCESS THROUGH CONTINUOUS EVOLUTION

3M is a company that has continuously evolved for almost 90 years. Focusing on
innovation is nothing new for this industry giant. The importance of evolving through
innovation and fostering it within the company can be traced back to the 1930s, to a
man named Richard Drew.3 Drew was 22 years old with little formal education, but
he possessed an eagerness to learn and an insatiable curiosity. 3M hired him to sell
sandpaper to automotive body shop owners. One day when he was out on sales calls,
he met with a rather agitated shop owner who was upset about the 3M tape they were
using because it was pulling the paint off the two-tone paint jobs they were doing,
resulting in a lot of rework. These paint jobs were very popular at the time. However,
they were also very labor and cost-intensive because the tape was too strong and
would rip the paint from the metal when pulled off, thereby causing the need to use
sandpaper to correct the situation and touch up where the paint job had been damaged.
Overall, auto body shop owners were eager to meet the demand, but the end product
was difficult to attain without a lot of costly rework, which cut into their bottom-line
profits.

That day, Drew vowed to find a solution for the body shop owner. For over two years,
he worked diligently in his spare time to come up with a tape that would solve the
problem. His direct supervisor constantly discouraged Drew because he didn’t believe
Drew should be spending his time on such an effort. When Drew finally made a
breakthrough and invented a tape that wasn’t as strong but still achieved the desired
results, his supervisor wouldn’t pay for the machine to mass-produce the tape because
he still felt it was a waste of time. Instead, Drew purchased the parts in increments,
just underneath his spending limit, and assembled the machine himself. The result was
the invention of Scotch Brand masking tape, which was an overnight success. How
many of us have used this product? The product that almost wasn’t!
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When his boss later found out what Drew had been up to, he rewarded Drew by
issuing the following mandate at 3M: “If you have the right person on the right
project, and they are absolutely dedicated to finding a solution—Ileave them alone.
Tolerate their initiative and trust them.”4

As aresult of Drew’s tenacity and work ethic, 3M provides employees with time
(15% of their workday) to explore ideas outside of their regular work assignments.
The amazing thing is that this story happened between 1931 and 1933, and even
today, 3M gives its employees time to innovate daily—all because of one man who
was bold enough to go against the norm.

Do you have an idea that is rolling around in your head? How can you go about
making it a reality? Who do you need to convince that it’s a great idea? What are you
waiting for?

Leading in Our 21st-Century Connected World

The Internet of Things (loT) has shrunk our world, and the distance between
any two people, companies, states, or countries has drastically shrunk as well.
You’re no longer competing with the business down the street. Your biggest
competition may come from halfway around the world—whichis why Lean
leaders must lead from a position of connectedness. You must be connected
to yourself, connected to those around you in your company, connected to
your customers, and connected to the wider world.

A highly connected world makes embracing agility an imperative. To be able
to holistically respond to the challenges all around you, now more than ever
leaders must become situational and adaptive; they must be able to integrate
information and perspectives from many disparate sources. Savvy leaders
understand that they must work both vertically and horizontally across their
organizations, which requires adopting a new mindset. A mindset is the belief
system formed through habits and past experiences that have built up over
time.

When examining your mindset, ask yourself the following questions:

. Is this the right path or the best possible decision | can make in
this situation?
« Am | acting on previous beliefs to handle this new reality or situation?

« Am | seeing the patterns as they exist, or am | relying on old habitual
responses?

. Do I need to adjust something to be more effective and responsive?
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Understanding the Journey Ahead of You

The journey you’re about to embark on can’t be completed overnight. As you
progress, you’ll move through the four stages of competence, a two-factor
learning and competency model developed in the 1970s by Noel

Burch.s These factors are being conscious or aware of (1) what you do or
don’t know and (2) the skill level or competence that you possess to tackle
the situation or problem at hand.

Phase I: Unconscious Incompetence

In this stage, ignoranceis bliss—you don’t know what you don’t know,
and you have no desireto change that. However, since you’ve
undertaken the task of becoming a Lean leader, you’re already past
this stage! You’re moving to the next phase of realizingthereis
somethinglacking.

Phase I1: Conscious Incompetence
Somehow, possibly through changesin yourself, your environment,
your career, etc., yourreality has changed, and your awareness that
somethingis lacking has been awoken. Becoming aware of your
incompetence bringsinto focus your inability to respond to change, or
maybe you just aren’t getting the results that you want to achieve.
The search to determine and fill the gaps has begun. After all, you’re
readingthis book—somethingdrove you to pick it up,andyou’re
aboutto embark on a journey to make the necessary changesto lead
from a multidimensional perspective.

Phase I111: Conscious Competence
As you examine your leadership style and start to make adjustments,
you become more and more aware of how othersrespond to you and
how effective you are in leadingthem. You use introspection and self-
correction as you realize the context in which you operate. You begin
to develop an awareness that all events that happen must have
context. To rationalize and respond to your customers with a logical
mind, you must be ableto relate to them and understand what they
deem to be valuable. After all, the ultimate goal is to build
products/services that they’reinterested in, by fulfilling theirunmet
wants, needs, and/or desires. Finally, as you go beyond what you
know now and push yourselfand others to strive toward perfection by
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challengingthe status quo with a curious and creative mind, you spur
innovation.

Phase IV: Unconscious Competence
At some pointinyourlearningcurve, you no longer consciously think
about howyou’re going to respond to change. It becomes inherent
andingrainedinyou. Yourresponse mechanisms now live in your
unconscious mind. You’ve changed your way of being, and now it
becomes part of your natural response mechanisms. Thisis the final
stage of competence.

Moving through these four levels of learning allows you to master important
skills that can be tapped into and built upon to continue your development.
However, not everything can be done through original thought alone.
Repetition and rote memory are tools for honing your leadership skills and
abilitiesas well because you can use those patterns as a starting point. Then,
based on the situation, you can modify and customize them to advance your
learning and mastery, allowing you to fine-tune your ability to observe,
analyze, and respond while teaching others along the way. Moreover, as you
learn and develop mastery, you will most likely discover new dimensions of
the competency you’re developing, causing you to drop back down into the
lower states. As you break down the process or situation into smaller and
smaller parts, you build greater knowledge and competency and move back
up through the stages. This is a continuous process of developing your skills
and abilities that naturally takes place over time.

Keep in mind that turning the corner from conscious to unconscious
competence for any skill requires patience, perseverance, and stamina. The
challenges you face as you work to become a Lean leader will most likely
steadily increase as you learn to handle harder and more complex situations.
True leadership growth happens only when you’re challenged. Overcoming
these challenges is what pushes you to grow as a leader. As you accept the
importance of becoming a Lean leader, you’re committing yourself to a
lifelong journey of learning, which sparks continuous evolution. Once you
begin, there’s no turning back, and the status quo becomes change itself.

Let’s begin your journey to becoming a Lean leader.

Toyota and the Lean Mindset



The Lean mindset evolved based on the pitfalls and wasteful processes that
were in practice inthe early 1900s in American manufacturing plants. Henry
Ford’s dream of making his automobiles so affordable that every American
could own one started him on a quest to figure out how to standardize and
mass-produce his cars to drive the cost down. Up until that point, cars were
made by specialists who assembled them entirely by hand, which was very
expensive. Automobiles were luxury items that only the rich could afford. To
make cars affordable to everyone, Ford invented the Ford Production System,
which was first implemented in his Model T mass production assembly line
in 1914. The premise was to break the car-building process down into
discrete steps that could be standardized and optimized separately, as
compared to one person building the whole thing; this innovation drastically
decreased cycle times (the time it takes from start to finish to build a car) and
In turn decreased production costs.

In Ford’s system, workers got good at only one part of the process, to the
point they became experts in just that one step. As a result, the price of cars
came way down, and Ford’s dream of making them affordable to everyone
became a reality. Unfortunately, the quality was low, and they broke down
often.

After World War Il ended, Kiichiro Toyoda, a successful Japanese
businessman, and his head engineer, Taiichi Ohno, brought a Japanese
delegation of engineers to the United States to study the now well-known
manufacturing marvel that Ford had created in Detroit, Michigan. However,
what they found was a system characterized by large amounts of inventory
being held on-site, uneven patterns of work that caused large lags, and lots of
wait time between steps on the line, which resulted in a lot of rework and
poor quality, not to mention dissatisfied employees who performed mundane
tasks over and over again as a result of standardized processes. Ford cars
were known for poor quality well into the 1970s; many people joked that
“Ford” stood for “Fix Or Repair Daily.” (My first car in the late 1970s was a
Ford Maverick, so | am very familiar with the quality of Ford cars.)

Not impressed with what was going on at Ford, the Toyoda delegation
happened into a Piggly Wiggly grocery store. There they observed what
would come to be known as a Just-In-Time (JIT) inventory system, whereby
only asmall amount of inventory (whatever would fit on the shelves) was
maintained within the store. There were no large stockpiles laying around as
they had observed at Ford, because the grocery store had established a pull
system based on customer demand. Reordering and restocking happened only
when current inventory levelsbecame low. In this way, the store cut down on



its holding costs and only stocked to the level of demand. The result: fresh
products that created high customer satisfaction. The whole system was
based on pull, or purchasing, from its customers, not on some arbitrary
constraint of keeping the manufacturing line moving and workers constantly
busy, as was the case in the Ford plants. Idle hands were seen as waste and
production lines ran full time, even when the demand was low for the
finished product, which resulted in large inventories being held at the plants
as well as on dealer lots.

The Toyoda delegation took this knowledge back to Japan and came up with
a modified version of Ford’s system, which came to be known as the Toyota
Production System (TPS). However, the term “Lean” didn’t come into
existence until the late 1980s, when a research team headed by James
Womack, a Ph.D. at MIT’s International Motor Vehicle Program,
documented “Lean production” methods in use at Toyota in his
groundbreaking 1990 book, coauthored by Dan Jones and Dan Roos, The
Machine That Changed the World.s They used the term “lean” to
differentiate Toyota from other forms of production systems, such as mass (in
the case of Ford) or craft (in use at BMW) systems. Nowadays, Toyota cars
are known for their quality and dependability record, ranking third overall
(behind Lexus, which is also part of Toyota, and Porsche) in J.D. Power’s
2017 Dependability Survey rankings,7 which is not something that just
happens by chance.

Let’s take a look at TPS and its pillarsand how the Lean mindset and Lean
thinking support this approach to business.

The Toyota Production System

TPS is a holistic process that entails five steps that start with the customer:

Listen to the customer.
Design the product.
Coordinate the supply chain.

Produce the product from order to delivery.
Manage the combined enterprise.s

ok w0 PE

These five fairly simple steps make up the “Lean” way of manufacturing. For
Lean manufacturing to work, a company needs to adopt the broad principles
of the Lean mindset, which entails truly changing the way you think about
your products/services.
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THE LEAN MINDSET
The Lean mindset emphasizes four important principles:

. Listening to your customers and respecting others
. Removing bottlenecks and waste in the system

« Committing to relentless continuous improvement
. Creating value for the customer and company9

Possessing a Lean mindset pushes Lean leaders to create innovative new
products/services that create customer-driven value, introducing disruption
and pushing others to also continuously improve and evolve to stay relevant.
The Lean mindset is a result of practicing a more specific strategy known as
Lean thinking.

LEAN THINKING

In their groundbreaking book, Lean Thinking: Banish Waste and Create
Wealth in Your Corporation (Free Press), Jim Womack and Dan T. Jones
defined Lean thinking as:

. Exploiting iterative and incremental value creation
« Learning through short feedback loops that encourage ingenuity
and passion

« Creating uninterrupted flow through the elimination of waste

« Achieving uncompromised quality

. Emphasizing the use of empirical scientific methods and measurements
to gauge progress

Success is measured by releasing a working product/service out to customers
at the end of a development cycle. It means empowering people to own the
continuous improvement of the system in order to produce innovative
products/services that satisfy some unfulfilled customer want, need, and/or
desire. It also means committing to directly engaging with those closest to the
work to identify and resolve issues as they occur.

Lean thinking is scientific thinking, which means using scientific methods
grounded in empirical fact and evidence-based processes to:

1. Observe a problem
2. Form a question around the problem
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3. Develop the hypothesis
4. Conduct an experiment
5. Analyze the data to draw conclusions

6. Document the methods and findings and...repeat

It’s a process that systematically challenges everything continuously, and it
must be performed throughout the entire Lean enterprise.

The Pillars of The Toyota Way

Many of these Lean strategies and approaches can be traced back to the
evolution of Toyota. As Akio Toyoda evolved as a leader, so did his
company’s leadership philosophies and practices. In the early 2000s, Jeffrey
Liker studied the underlying philosophy and principles of Toyota’s
leadership style. He identified five values built on two pillars, known as The
Toyota Way, 10 that strongly contribute to the automotive giant’s success.

CONTINUOUS IMPROVEMENT (CI) PILLAR

Cl is all about facing challenges head-on with courage and creativity. It
means being brave enough to push the envelope by developing people and a
culture that supports and encourages creativity and an inquisitive mind: teams
should continuously ask “why” things are the way they are and “how” can
they be improved upon.

There are three core principles associated with this pillar: the spirit of
challenge, kaizen, and genchi genbutsu.

THE SPIRIT OF CHALLENGE

Akio Toyoda believed that, regardless of your position within the

company,11 it was everyone’s responsibility to face challenges and problems
head-on and to do everything within your power to find the root cause and fix
it. Taking personal responsibility is deeply rooted in the Toyota Way, no
matter where the problem originates. There is no abdicating to others or
escalating to superiors within Toyota’s culture. Everyone is responsible for
overcoming the challenges that occur.

This pillaralso pertains to how Toyota faces change. Change represents
constant challenges that leaders must address and, as a result, offers learning
opportunities. Leaders must take the time to pause and reflect on how they
handled the challenge at hand; by folding these learnings back into their


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn11
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn12

problem-solving abilities, they gain the courage and confidence to take on
even greater and more challenging problems.

Competition is also viewed as a good thing because it creates a learning
opportunity. Overcoming challenges makes Lean leaders stronger and better
suited to solving problems as they arise in the future. As Toyota put itin
“The Toyota Way 2001,” “We accept challenges with a creative spiritand the
courage to realize our own dreams without losing drive or

energy.”12 Leadership must be developed and honed through experience and
by facing and overcoming challenges with the help of your sensei or coach.
It’s a continuous cycle that moves us from ignorance to greater and greater
levels of competency as we practice continuous evolution of ourselves and
our leadership abilities.

KAIZEN

Kaizen is Japanese for “improvement.” Thus a kaizen mind is the vehicle that
drives the pursuit of perfection, in the form of iterative and incremental
improvements, that over time empowers and encourages everyone to identify
improvements, no matter how small—improvements that can benefit the
company, teams, or individual performance. It is this relentless pursuit of
perfection that drives the company forward, and it’s the responsibility of
everyone in the organization to pursue better ways of working. Waste is
everywhere, no matter how many times the process has undergone
improvement.

GENCHI GENBUTSU

Genchi genbutsu means “going to the source,” or the source of truth, known
as gemba. Problems cannot be solved by sitting in your office. To develop a
kaizen mind, you must go to the source of a problem and see for yourself
what’s happening. Only at the source will you be able to obtain the facts,
build consensus, and make correctdecisions on a timely basis.

Everyone inyour enterprise must practice genchi genbutsu. Everyone in the
Lean enterprise, no matter their title or position, is expected to go to the
source and face challenges head-on to improve the work and pursue
perfection in everything the organization does, continuously. Going to the
source also helps do away with lengthy discussions on surmising what the
problem is, because it’s known and understood, based on firsthand
knowledge. This cuts down on the time it takes to solve the problem the right
way the first time around.
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These principles are powerful tools that can bring teams together as they
work to solve difficult problems. Working shoulder to shoulder with others is
the best way to get to know them and develop a sense of teamwork. People
get to know and start to care about not only the company but also one
another.

“RESPECT FOR PEOPLE” PILLAR

Respect for people is the second pillar of The Toyota Way. It means that no
matter who you are or what position you hold in an organization, everyone’s
voice is important and must be heard. Diversity is cherished and sought
after—not just diversity in ethnicity, gender, religion, sexual orientation, etc.,
but also the diversity of ideas, thoughts, and ways of looking at the world. It
1s Toyota’s mission to build a diverse and sustainable workforce that reflects
the society at large, as well as Toyota’s ever-changing customer base.13 The
two principles under this pillar are teamwork and respect.

TEAMWORK

The team is everything within the Lean enterprise; individuals can succeed
only within the team, not outside of it. The team benefits from the personal
growth of its members, which is all built into the performance incentives and
rewards program within Toyota. Contributions to the team are rewarded and
incentivized, versus those of the individual, which represent a much smaller
component. All leaders must view themselves as members of the team. As
such, everyone is responsible for both their personal growth as well as the
success of others. Teamwork is grounded in a shared vision and mission, and
everyone must understand and work together to achieve it, as well as be
allowed to contribute to its success.

RESPECT

Respect starts with a sincere desireto contribute, from an employee,
company, and business partner perspective. Everyone is respected, regardless
of who they are, what they do, how much money they make, or the title they
hold. Everyone is equal in their potential ability to contribute to the team’s
pursuit of perfection and to accept personal responsibility for their actions, as
well as build mutual trust and understanding with those around them.

Everyone is also respected when it comes to their opinions, perceptions,
thoughts, and ideas. No idea is too “out there” that it won’t be considered.
Pushing yourself to continuously ask “why,” in whatever shape or form that
takes, is encouraged, as is creative problem solving.
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As you can see, a Lean mindset can be developed by learning and applying
these principles and values, along with developing and practicing the two
pillars of The Toyota Way. It is the conduit to help you face 21st-century
leadership challenges head on, because it fosters looking at things ina
different way. It gives you the space to be creative and color outside of the
lines. It supports you in developing the courage to challenge yourself and
others, to innovate and continuously evolve in the pursuit of illusive
perfection. The cornerstone of leading Lean is represented in the core values
and principles within The Toyota Way. Adopting Lean thinking and
developing a kaizen mind results in the development of a Lean leader’s
mindset, one that addresses the challenges of leading yourself, others, and
your customers, within the Lean enterprise and the worldwe live in, as well
as arming you to face and address the disruption that is all around us in
today’s global business climate.

Leading in the Era of Modern Lean

Lean itself has not remained stagnant over the years and has undergone its
own continuous improvement efforts since its inception. Evolving from its
humble beginnings inthe 1950s in that Piggly Wiggly grocery store in
Dearborn, Michigan, when the Toyota delegation came to the United States
to study America’s state-0f-the-art production manufacturing

systems.14 However, they didn’t find what they were looking for at Ford or
General Motors, because they believed production methods entailed much
more than the mechanical processes of standardizing work—they’re about
harnessing the power of people, as well as process and technology. This
belief system was instilled from the start by Sakichi Toyoda, and grounded in
his humble core values, which were later thoroughly studied and introduced
to the Western world in the 1990s by Dan T. Jones, Dan Roos, and James
Womack, as well as Jeffery Liker.

In 2001, Toyota leaders, determined to expand globally, drafted “The Toyota
Way,” a document that explicitly captured and codified the implicit
knowledge that represents the company’s beliefs, values, behaviors, and
business methods so that Toyota could globally expand its Lean production
capabilities.1s This effort was rewarded in 2007, when Toyota Motor
Corporation became the largest auto manufacturer inthe world, 16 ushering in
what I call the “Era of Modern Lean.”

Many books and articles have been written on how to “copy” the Toyota
Production System (TPS), and many companies have tried to emulate its
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success, with very little to show for their efforts. In my opinion, they failed to
understand this connection between people, process, and technology. Lean
was never intended to be strictly mechanical, focusing only on standardized
work as a way of increasing both productivity and quality. However, it has
been interpreted as such in many parts of the Western world and turned into a
process-oriented initiative that does not capture the hearts and minds of the
people that must execute, maintain, and continuously improve upon this
system.

Modern Lean is the foundation for the 21st-century Lean enterprise, where all
the parts work well separately, as well as together, to form an integrated,
optimized system that creates and delivers customer, stakeholder, and
company value. This holistic approach embraces the ability to effectively
respond to disruptive change at every level (strategic, tactical, and
operational). To truly succeed at embracing Modern Lean, you must
understand this connection and work to synthesize all three, to capture and
sustain competitive advantage. Without focusing on all of these aspects, you
are not firing on all cylinders, nor are you embracing the true spirit of Lean.

The missing ingredient in the discussion, however, is Leadership! Now more
than ever, the world desperately needs Lean leaderswho can operate within
and amongst the six equally important dimensions of the Modern Lean
Framework™ (Figure 2-1), to face and conquer the challenges brought on by
our rapidly changing 21st-century global economy. To become a Lean leader,
you must first focus on developing your own ability to lead so that others will
follow you. Then you must be able to put Lean principles into context to lead
others across the Lean enterprise, helping them to become leaders as well.
The pursuit of illusive perfection drives Lean leaders as they build
products/services that deliver value and effectively respond to disruption
through constant and calculated innovation. And finally, your culture plays
an important part in ensuring all of the dimensions are supported as the Lean
enterprise evolves and strives for continuous learning and improvement. It
acknowledges the importance of both the parts and the whole and
acknowledges the customer is at the center of the Lean enterprise.
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Figure 2-1. The Modern Lean Framework™

To become an effective Lean leader, you must build competency on a
continuous basis, both within and between each of these dimensions, all
while remaining keenly focused on your customer. This framework allows
you to evolve your abilitiesto lead yourself, others, customers, enterprise,
and innovation; from a people, process, and technology perspective, within a
culture that fosters and supports Lean leadersto stretch and grow together, as
a holistic unit. Let’s take a brief look at each of these six dimensions and how
the rest of the chapters in this book will be dedicated to exploring this
framework in greater detail.

Leading Self

The choice to consciously become or be a leader should not be taken lightly
and is not an easy one. You must commit to a life of continuous
development, learning, and improvement. Chapter 3 will teach you how to
develop a sense of emotional intelligence, how to practice mindfulness
through reflection and introspection, and how to protect your own time to
make yourself a more effective leader.
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Leading Others

Leadership is about being of serviceto others, first and foremost.

In Chapter 4 you’ll learn how to develop a “servant’s heart”—that is, the
ability to serve first and foremost—>by learning to value the diversity of the
people you lead and to respect the individual experiences and points of view
of people on your team, and you’ll learn how to become an effective problem
solver, as well as a mentor and coach. This last tenet is arguably the most
important aspect of leading others; as Akio Toyoda, the current president of
Toyota Motor Corporation, puts it, “We all need a sensei who will guide us to
the next level of achievement. | personally still have many sensei teaching
me.”’17

Leading Outside In

As a Lean leader, it’s not about what you want; it’s about what meets and
exceeds your customer’s unmet wants, needs, and/or desires. Chapter 5 will
teach you how to embrace Lean and systems thinking to define value from a
customer perspective, to understand how to identify and build customer
experiences that matter by identifying who your customers are and the paths
they take to interact with you, and build a meaningful omnichannel customer
experience to effectively reach them across all your channels.

Leading Enterprise Wide

Lean enterprises are purpose-driven and outcome-focused, achieved through
ensuring there is an overall vision, mission, and value proposition. As you’ll
learn in Chapter 6, proactively building the centralized strategic decision-
making (CSDM) framework and employing Lean enterprise thinking ensures
you travel the correct course required to build the right products/services at
the right time and for the right reasons to satisfy the “real” unfulfilled wants,
needs, and/or desires of your customer base.

Leading Innovation

As many a great football coach or military officer has said, “The best defense
is a good offense.” So thinking with an innovative mind and going on offense
by being the instigator of change (also known as disruption) gives you the
advantage of watching your competition react to you. Chapter 7 provides you
with strategies on how to adopt a disruptive mind, including how to design
and build innovative and disruptive products/services in an iterative and
incremental way, as well as fostering innovation through continuous learning.
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Leading Culture

Culture is quite possibly the most misunderstood dimension within the
framework. Contrary to popular belief, culture isa very visible and malleable
thing within the Lean enterprise. Chapter 8 addresses how to identify and
resolve issues impacting the creation of a healthy Lean enterprise, as well as
how to tie organizational and individual goals together to achieve a
sustainable and consistent pace of work that results in tangible and trackable
forward progress.

Conclusion

Adopting a Lean mindset and leading from a holistic perspective, represented
within the Modern Lean Framework™, is how you will prepare yourself to be
a leader in the world of 21st-century Lean enterprise. It will be a journey, and
once you embark on it, you will realize it has no end because Lean is a
mindset and set of principles that is a way of life. Therefore, it has the power
to change your personal and professional life for the better, as well as change
those around you, your organization, and even the world, as more and more
people respond to the call.

However, let’s not get ahead of ourselves. The first step to becoming a Lean
leader is to fully understand what it means to lead yourself, so let’s start there
in the next chapter.

1 Avery Hartmans, “15 Fascinating Facts You Probably Didn’t Know about
Amazon”, Business Insider, June 17, 2019.

2 Nick Wingfield, “Amazon Reports Annual Net Profit for the First Time”,
Wall Street Journal, January 28, 2004.

3 Zachery Crocket, “The Man Who Invented Scotch Tape”, Priceonomics,
December 30, 2014.

4 Ibid.

5 “The Conscious Competence Ladder”, MindTools.com, accessed
September 30, 2018

6 Daniel T. Jones, Daniel Roos, and James P. Womack, The Machine That
Changed the World: The Story of Lean Production—Toyota’s Secret Weapon


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#leading_culture
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn1-marker
https://oreil.ly/xZHvo
https://oreil.ly/xZHvo
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn2-marker
https://oreil.ly/hlndl
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn3-marker
https://oreil.ly/4EC1I
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn4-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn5-marker
https://oreil.ly/Cd3yl
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn6-marker

in the Global Car Wars That Is Revolutionizing World Industry (New York:
Free Press, 2007), loc. 74, Kindle.

7 “While Lexus and Porsche Rank Highest in Vehicle Dependability,
Excellent Long-Term Quality Isn’t Exclusive to Luxury Brands, J.D. Power
Finds”, J.D. Power (press release), February 22, 2017.

8 Ibid., 49.

9 Patrick Van den Bossche, Joe Reifel, Rajiv Shah, Adheer Bahulkar, and
Alyssa Pei, Adopting a Lean Mindset: How Service Industries Are Increasing
Profitability (Chicago: A.T. Kearney, 2008), 2.

10 Jeffrey K. Liker and Gary L. Convis, The Toyota Way to Lean Leadership:
Achieving and Sustaining Excellence through Leadership Development (New
York: McGraw-Hill, 2011), 35.

11 Ibid., 36.

12 Toyota Motor Corporation, “The Toyota Way 2001”, Toyota Motor
Corporation Official Global Website, accessed September 15, 2018.

13 Ibid., 3.

14 Leonardo Group Americas, “How Piggly Wiggly Revolutionized
Manufacturing”, Medium. February 4, 2015.

15 Toyota Motor Corporation, “The Toyota Way 2001”, Toyota Motor
Corporation Official Website, accessed July 14, 2019.

16 Ibid., Leonardo Group Americas, “Piggly Wiggly.”

17 Liker and Convis, The Toyota Way to Lean Leadership, loc. 105, Kindle.


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn8-marker
https://oreil.ly/yJTaA
https://oreil.ly/yJTaA
https://oreil.ly/yJTaA
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn9-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn10-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn11-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn12-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn13-marker
https://oreil.ly/Mgc0g
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02fn14-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch09fn1-marker
https://oreil.ly/O8BLJ
https://oreil.ly/O8BLJ
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch09fn3-marker
https://oreil.ly/eT3Fg
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017902216-marker
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017885208-marker

Chapter 3. Leading Self

You must be able to lead yourself before you can lead others. The skills,
abilities, and competencies discussed in this chapter—self-development,
having a bias toward action, meeting challenges head-on, using common
sense to inform decision making, and being persistent and tenacious, to name
a few—uwill provide you with the strategies and insight to do just that. As we
discuss them, you’ll find that many of these skills, abilities, and competencies
are quite interrelated and difficult to separate from each other or talk about in
isolation. Becoming self-led means being a well-rounded person—someone
who is emotionally, physically, intellectually, spiritually, and socially
balanced across both their personal and professional dimensions. Let’s take a
look at how you can develop the expertise to become a leader that people
want to follow.

Keep in mind that change doesn’t happen overnight. This is a journey that
will last a lifetime. And don’t beat yourself up or give up when you stray
from this path. At any point in time, you can find your way back and
continue your journey.

Believing and Trusting in Yourself Through Self-
Development

To be a leader that people want to follow, you must offer them the stability
and security that comes from truly believing and trusting in yourself. And
yes, people are looking for true leaders to believe in and follow, now more
than ever.

However, a leader cannot teach what they cannot do. “Do as I say and not as
I do” does not apply here. You must develop your skills and abilities before
you can teach, develop, mentor, coach, and lead others, which means you
must first be able to trust and believe in yourself. To accomplish this, you
must dedicate yourself to the lifelong pursuit of perfecting your craft as a
leader. Leadership is an art that’s situational and adaptive and requires
creativity.

The pursuit of perfection is an elusive and ultimately unobtainable goal.
However, it’s the mechanism that drives you to become a seeker who
challenges the status quo. It must become the motivating factor and common
thread throughout your life and your leadership journey.



Leaders often experience a “good to great” moment when they’re well
prepared and are at the right place at the right time. At that moment, they find
themselves at the juncture where preparedness meets opportunity. Some call
this “luck,” but luck has very little to do with it. Continuously practicing and
honing your craft through the pursuit of perfection means that when an
opportunity presents itself, you are ready to face the challenge head-on. To an
outsider looking in, a great leader makes it appear easy to lead well.
However, that statement couldn’t be further from the truth and actually
creates the wrong impression of how difficult it truly is to become an
effective leader.

Practicing the craft of leadership is difficult because there are no canned
answers; leadership is situational. What worked well in one challenging
situation may not work at all in the next one you encounter. You must take
that leap of faith and develop the skills and abilities to respond and face each
challenge while you continuously develop, improve, and evolve your ability
to respond to others in the world around you. Therefore, it is crucial you
believe in yourself and your capacity to face the disruptive forces that are all
around you, dedicating yourself to always be learning and growing as a
leader. “Practice makes perfect!”

And no one can do it for you. Self-development and continuous learning
must become a part of your daily routine. Reflection and introspection are
two important tools for learning to believe and trust in yourself. It’s
imperative that you get to know yourself well and that you “check in” every
day to figure out how you feel, what you’re thinking, and what’s on your
mind. I’ve developed the habit of getting up early to take advantage of the
stillness the morning offers. Before the hustle and bustle of the day begins, |
sit quietly with myself and meditate for at least 15 minutes. | clear my mind
and just breathe, taking deep, full breaths from my diaphragm. | push
everything but me out of it so that | can concentrate on my body and mind to
figure out what is going on inside of me. As I sit quietly, I run through the
following checklist:

. How am | feeling in my body today? Can | feel all parts of my body?
Does anything hurt (mentally or physically)? Am | feeling any pain
anywhere? Asking yourself if you can feel all of your body parts might
seem like an odd question. However, keep in mind that we hold our
emotions, pain, stress, mental condition, etc., inthe cellsand tissue that
make up our bodies. Acknowledging and dealing with pain is the only
way to move through and get rid of it.

« How is my breathing? Smooth? Shallow? Labored?



« What is my emotional state? Happy? Sad? Indifferent?

« Is there anything that’s particularly troubling me? Am I finding joy and
happiness on my current path?

I’ve found that practicing daily meditation helps ensure my breathing fills my
body with oxygen, which helps me think and act more efficiently. Whether
you realize it or not, your mind, body, and soul are all connected and need to
be in alignment. Being “in touch” with yourself is very important, because it
impacts how you function throughout your day. Emotions, mood,
temperament: all come directly from what is going on in your body. And
don’t kid yourself: if you are in pain or chronically stressed, it will show on
the outside.

It took me some time to develop these questions, and | encourage you to give
them a try and see how they work for you. Take the time to reflect, and come
up with additional questions that help you to understand who you are and
how you relate to yourself. Also, make sure to think about the things you’ve
learned and any insights you’ve gained. I suggest keeping a journal to record
your findings so you can refer back to it later—this helps to facilitate
awareness of how you respond, both mentally and physically, to different
situations and allows you to use those insights inthe pursuit of continuous
learning and improvement. So use the 15 minutes after you meditate to
answer and record your responses, then periodicallyreflect back on them to
ensure you are learning and growing.

| also built an awareness over time of how my body naturally responds to its
different states, slowly developing the unconscious competence to effectively
deal with and take whatever steps were necessary to correct the things that
weren’t exactly right within myself so that I could more effectively cope with
whatever life might throw at me. Keep in mind this is a process that might
take a while, so don’t give up on yourself. You’re worth taking 30 minutes
out of your day to do this type of self check-in. Admittedly, | go through
periods where I take really good care of myself, and others when I’m not so
conscientious. Make an affirmation that you’ll do better tomorrow, and then
find your “me” time. Committing to a life of continuous learning,
improvement, and evolution is well worth the time and effort. As Ray Kroc
(founder and former CEO of McDonald’s) once said, “Always be green and
growing, and never ripe and rotting.”

Developing a Healthy Mind and Body



Whether you’re aware of it or not, your followers are watching you. So if
your own life is a mess (either personally or professionally, or even both),
why would people want to follow you as a leader? Leading a chaos-filled life
doesn’t inspire confidence in your followers.

Eliminating Chaos

Figure 3-1 is an illustration of the drama triangle of communication,
developed by Stephen Karpman, M.D.,1 which is a model for explaining
social interactions and how we handle conflict. There are three roles when
dealing with emotionally charged situations: the victim, the rescuer, and the
persecutor. The basic premise of this model is that, if you enter the triangle as
a rescuer (which is also indicative of a “hero” or “savior” complex), you will
eventually become the persecutor and in the end, the victim, when the person
you sought to save turns on you as this drama-filled situation plays out.

@4 4 Persecutor
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Figure 3-1. The drama triangle of communication

Does this sound familiar to you? It did to me. Finding Dr. Karpman’s work
during my graduate studies was a turning point in my life because | realized |
was an adrenaline junkie who thrived on drama and chaos. It left me living
on the edge all the time. After this “eureka” moment, I spent a lot of time
trying to figure out why | had such a strong need to rush in and play the
rescuer or be the “hero.” I was not only doing myself a disservice by thriving
on always being on the edge of a “flight or fight” response, thus feeding my
need to feel the adrenaline rush that those situations created, but | was also
enabling the bad behavior of those around me. In the end, my relationships
and career suffered, and it was time to take responsibility and figure things
out.

If you find yourself in a similar situation, ask yourself:

« Why am | responding in this manner?

- What is it about this situation or person that compels me to want to
save them?

- What is motivating me to jump into the triangle?
« How can I break this cycle?

For me, the answers to these questions were life-changing and helped me
come down off my adrenaline high. Irealized that I didn’t believe and trust in
myself enough to develop the courage to face reality head-on. I wasn’t able to
drop all the games | was playing with myself and others. This was a major
revelation, and I realized I had just moved from the “ignorance is bliss” phase
(unconscious incompetence) into the “boy, this is really self-defeating
behavior” phase (conscious incompetence). When you take these steps to
develop the competence to break reactionary patterns, you’ll be able to

handle these types of situations in a much healthier way.

Let me ask you this: Have you ever known someone that leaves you feeling
physically, emotionally, or intellectually drained or exhausted to the point
that all you want to do is go take a nap after you’ve spent some time with
them? That’s a sure sign of a toxic person or one-sided relationship. On the
other hand, have you ever spent time with someone and found that, after the
interaction, you both felt mutually energized, uplifted, and supported? You
can identify a toxic person by checking in with yourself and asking:

. Do I dread seeing, being around, or interacting with this person?



« Does this person pump me up one minute and then put me down the
next?

« Am I overlooking or accepting behavior that I wouldn’t normally
accept in other situations?

. Why do | seek acceptance from this person when deep down I know it
will never come?

Now that these questions are top of mind, are you running through your
mental Rolodex?

We all have relationships in which the energy ebbs and flows. Sometimes
you get more than you give, and vice versa. However, when you end up
getting the short end of the stick more often than not in your interactions with
a particular person, then it’s time to examine how healthy that relationship is
for both of you.

As a Lean leader, you will be constantly challenged by those around you to
solve their problems for them. | just spoke with someone the other day that
wanted me to “save” her by figuring out the answer to a challenging situation
she was facing. When | tried to shift the dynamic of the conversation to get
her to take responsibility for figuring out the solution, she actually got angry
with me and walked away; that was totally her prerogative, and | respected
her decisionto remove herself. However, it did not change the fact that the
situation needed to be addressed and resolved, which was still her
responsibility. It just wasn’t going to be me who charged in on my white
horse and saved her. Those days are long gone for me.

Toyota’s leadership development program intentionally places the company’s
potential leaders in just these types of situations. It is up to them to face the
challenge head-on and figure it out. Their sensei or teacher is not going to
hand them the answer. Each student must take responsibility for figuring out
a solution and then present it to the teacher, so that they can together evaluate
its potential to solve the problem. That is the responsibility that leadership
brings with it. You are inherently a problem solver, because much of what
leadership is comes down to how effectively you face and solve the
challenges that cross your path.

Keeping a Healthy Body

When working to develop yourself and to create a healthy mind, it’s also
important that you assess the health of your body. Many high achievers fall
prey to habits that create a self-induced high caused by the endorphins that



are naturally released in response to threatening situations. Here are some
questions you can ask yourself:

« Does the thought of being still (that is, doing absolutely nothing) scare
me to death or create a level of anxiety that’s unbearable?

« Do I look for opportunities to “stir things up,” in a not very positive
way, when things seem to be going well in my life?

. Do | become overly assertive or even aggressive in situations where
that type of behavior isn’t warranted, necessary, or appropriate? Am |
short-tempered, do I have a short fuse, or do I easily “fly off the
handle”?

. Do I turn to drugs, sex, alcohol, caffeine, nicotine, etc., to keep my
energy level up, keep my “edge,” or help me sleep at night? Is the
thought of realizing I have an addiction terrifying?

| can openly admit that in my past, when I was honest with myself, | would
have answered “Yes” to all of these questions. Again, many high achievers
get caught in this cycle; the more successful you become, the more self-
induced pressure you put on yourself to maintain that success. It becomes
harder and harder to break away from this destructive cycle.

That’s where good old-fashioned physical exertion can help. You might
already have a physical routine that helps keep you centered, but if you don’t,
| encourage you to explore physical outlets, like running, dancing,

swimming, yoga—whatever appeals to you, and more importantly, whatever
you can integrate into your daily life as a habit. The benefits of exercise for
mental well-being are well documented, and making exercise a part of your
everyday life can help you to work past some of the less desirable mental
habits that we sometimes fall into and that can stunt your growth as an
effective Lean leader.

Make Time for Yourself

You MUST make time for yourself! “Me time” refreshes your mind and
body. Look at your schedule and figure out when you can consistently carve
this time out. I’ve found that mornings are my best chance at me time, though
it means making some trade-offs (like not staying out too late with my teams
or clients or getting my work done during the day so I’'m not working all the
time). To find this time, ask yourself:

« What behavior will I need to stop or start to find my me time?



« Am | using the time | have during the day in the most productive way?
« Are there natural lullsin my schedule where I can find time for myself?

. Can | work with my spouse/significant other to ensure we both get
regular me time? After all, relationships are two people working at
100% because 50/50 means you’re only giving half of yourself to make
it work.

Guard your “me time” carefully. It will make you a much calmer and more
well-rounded Lean leader, even it turns out to be only a few hours a week.
Take itand DO NOT feel guilty about it. Remember, you are worth it!

Understand Your Own Reality

Finally, you must cultivate an awareness of your reality. For me, this meant
seeking enlightenment by learning about and practicing Buddhism.
Buddhism helps to foster a state of awareness that develops a connection
between your mind, body, and soul. It was founded over two and a half
millennia ago by Buddha Shakyamuni. He believed that all human suffering
was self-imposed and that all pain in life was self-inflicted through negative
states of mind and being, such as anger, jealousy, and ignorance. However,
he also believed that these states could be overcome by embracing love,
compassion, and wisdom to create a positive mind2 through mindfulness and
being aware of who you are and what you are abouit.

I’ve found that strong corollaries can be made between Buddhism and The
Toyota Way:

. Both are about the lifelong pursuit of self-development, as well as
making a commitment to continuous learning in an attempt to strive for
perfection—a perfection that’s unobtainable because humans are never
perfect.

. They both encourage a lifelong quest that drives you to become the best
possible person, by focusing on your reality through building an
understanding of who you are and how best you can serve yourself,
others, and the greater good. They both use techniques that remove
confusion and bring about internal stillness, as you clear away the
clouds in your mind and those that encase your soul.

. Both stress taking personal responsibility for yourself and the results,
or lack thereof, that you achieve in your life. It’s up to you and no one
else. After all, it’s your life and your pursuit of happiness, and no one
can achieve enlightenment for you.
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In Buddhism, enlightenment is achieved by letting go of those things that you
cannot change. Once you realize that fretting over things you can’t control
results in a lot of wasted time and energy you can never get back, you can
begin to focus instead on what’s important—that is, the things that are right
in front of you, in the here and now. Being present is a wonderful thing
because it allows you to experience all that life has to offer in real time.
Buddha taught that enlightenment is achieved by developing a stillness of
mind that allows you to peacefully live in the present, without all the self-
inflicted noise and drama we create for ourselves.

Stillness is achieved through meditation, which, being the overachiever that |
am, | thought would be a breeze for me. However, | quickly learned that even
sitting still for five minutes was difficult for me. My mind, no matter how
hard | tried to focus on my body through deep breathing, would quickly fill
and race with ideas, things | needed to do, events of the day, you name it—
they were there in my head as | struggled to bring my mind back to focus on
my breathing. Over time, though, | found it got easier and easier to sit
quietly. First5 minutes, then 10, then a half hour, and eventually I could sit
for as long as | wanted. | ultimately found that about 15 minutes a day works
well for me; when | am feeling especially nervous or anxious about a
situation in my life, | extend it to about 30 minutes.

| know this might sound odd, but what | discovered was that | actually
needed to slow down to move forward. My concentration and overall state of
well-being improved, and when | would go for a run, | found myself not
replaying the tapes of the day and beating myself up over the things | thought
I didn’t handle well. I stopped worrying about things I couldn’t control, the
quality of my relationships improved, and I found | attracted healthier people
into my life.

One of the most valuable lessons I learned through all of this was that there’s
a right way and a wrong way to reflect on the past, and the goal is to “learn
forward”—that is, with an eye toward my future, by not dwelling on or
repeating the past. Hansei is the Japanese word for “reflection.” It’s the
conscious process of looking back at oneself and critically reflecting on:

« What went well?
« What didn’t go so well?
« What can | do better or improve upon next time around?

Keeping a journal where you write out your answers to these questions is a
great way to learn forward. Writing moves your reflections from your



conscious to your unconscious mind. These thoughts are then stored and held
there until you encounter a similar issue or situation, and, whether you realize
it or not, your mind accesses this information and will apply it the next time
around. You can also categorize your journal entries based on the type of
dimension, mindful state, and overall outcome so that you can quickly look
back and pull those learnings forward into your current circumstances. I’ve
also found it helpful to add a few keywords that will help me quickly recall
the essence of the situation so that | can relate it to the problem, issue, or
situation at hand. For example, | use the following categories myself and
write them in the upper righthand corner of the page for easy reference:

« Dimension: Personal or Professional
. State: Emotional, Intellectual, Physical, and/or Spiritual
« Outcome: Success or Failure

. Keywords (such as leadership, communication, collaboration, strategy,
planning, relationships, family, etc.)

Life is a series of patterns that play out over and over again. If you’re going
to change your responses to these patterns and learn forward, you must be
able to examine the past and make changes to affect the outcome the next
time around. Reflection and introspection give you the tools to do just that.

Developing a Bias Toward Action

One of the most common traits I’ve observed in successful leaders is their
bias toward action. They don’t wait around for someone else to solve their
problems. They take it upon themselves to take responsibility for the results
they achieve intheir lives, both professionally and personally, which is
complemented by a strong work ethic and a sense of follow-through. But
taking action doesn’t necessarily mean rushing to make decisions or trying to
quickly handle issues, because without understanding the consequences or
thinking through the ramifications of your actions and/or decisions you can
end up with an equation for disaster and ultimately experience failure. It
means getting off of GO when facing issues or problems and turning your
ideas into tangible results that move you and those around you forward.
Developing a bias toward action means you’re taking on the challenge of
developing a new habit, as well as the habitual behaviors to effectively
address the problems, situations, and issues you face in your life.



This means eliminating procrastination from your life. | know firsthand what
a struggle this can be: | used to play a self-defeating game of procrastinating
about stuff that was important to me, both personally and professionally, so
that | could rush in and yet again save the day or myself from whatever peril |
was encountering (remember that “savior” complex?). But you should not put
off important things. Waiting until the last minute might very well backfire
on you, resulting in poor work product or bad decisions being made in a rush.

Here are some healthy habits you can adopt to guard against falling into this
self-defeating trap:

1. First, understand that you must plan your work and work your plan.
a. Write down the things that matter to you and that will move
you forward.

b. Identify the decisions that need to be made, the possible expected
outcomes, and the obstacles that you might encounter.

c. Then develop a list of next steps that are relevant to the outcome,
writing them down and checking them off as you complete each
one.

d. Finally, develop a schedule or action plan to accomplish your
goal.

2. Then, always keep a finger on the pulse of your reality.

a. Understand early on what is or isn’t valid as far as your ideas go,
and thoroughly vet them to ensure they are deserving of your
time and energy. Being overly optimistic or Pollyannaish about
the likelihood of success or overly pessimistic about failure can
blind you to the realities of what you’re truly trying to
accomplish. Stay objective, and don’t “fall in love” with your
genius. It’s a rabbit hole on the scale of Alice in Wonderland, and
after all, that was just a fairy tale.

b. Keep yourself focused on the here and now and on what you
realistically can and cannot achieve. Possessing this type of
perspective will keep you grounded.

3. And finally, limit your Work in Process (WIP), and always, always
follow through!

a. Understand how much time you can devote to following through
on your ideas, which will help you prioritize the most important
ones while not wasting time on things that have little or no value
when it comes to what you’re trying to accomplish.



b. Once you set something in motion, you must see it through.
Starting and not finishing is not a pattern that aspiring Lean
leaders subscribe to.

c. If you find yourself in a position of being overloaded, prioritize
your inflight activities and focus on finishing the high-priority
ones first. That is, stop starting and start finishing to get things
done and moved off of your plate.

To be an effective self-led leader, you must first be able to take action
yourself to get results. You must lead by example and show others that no
matter your formal title or role within an organization, there is no task so
small that you can’t perform it yourself to ensure you get results that move
things forward. Possessing a bias toward action will make you a leader that
people naturally want to follow.

Facing Challenging Situations Head-On

Life is full of adversity, and going through it thinking that you’ll never
encounter obstacles is an unrealistic perspective. Many a great leader was
born through adversity, because it’s in the face of challenging situations that
we either rise to the occasion or fail. Yes, we would all love to float through
life without facing our challenges. However, that’s not a realistic expectation.
The difference between those who succeed and those who fail is their attitude
toward failure. Practicing the techniques mentioned in the previous section
allows you to examine and learnfrom failure and makes your next attempt
even more likely to succeed, as you pull your learnings forward and narrow
down the possibilities for how to proceed.

Here are six tips to help you effectively face and deal with the challenges that
come into your life:

1. Objectively define the challenge that must be addressed and own all
parts of the role you played in it. Playing the “victim” card when it’s
not warranted is a sure way to lose credibility with the people involved
in the situation. You must honestly and openly evaluate the situation to
ensure it’s worthy of your time and energy. Don’t let your pettiness or
vanity get in the way of seeing the situation for what it truly is or cause
you to make a mountain out of a molehill.

2. Do not allow your emotions to get the best of you. Many challenges
may elicit strong emotions that might just overtake you and make
things worse. So find a mentor, someone whom you respect and



admire, and go over the situation together. Ask your mentor for an
objective, third-party opinion. Also, being overly optimistic or
pessimistic will taint the way you handle the challenge, so validate your
perception of the reality of the situation before taking action.

3. Don’t procrastinate. Time doesn’t make things better. It only puts the
situation farther back in your rearview mirror, and as time passes, you
become less and less likely to address it. The problem with
procrastinating is that the situation, most likely, will manifest itself in a
different form over and over again in your life until you do face it head-
on. On the flip side, don’t prematurely rush in and try to face it without
doing your due diligence. Sometimes cooler heads need to prevail,
because a win/win situation is what you’re after. Burning bridges or
making enemies means that somewhere down the line those actions
will come back to haunt or work against you. As Stephen Covey,
author of The 7 Habits of Highly Successful People (Simon & Schuster)
believed, being a leader is about doing the right things. So figure out
what those things are, and then take action or do them right, because
it’s all about how you execute to get the results that benefit everyone
involved.

4. Trust in yourself and be confident that you can overcome this
challenge. After all, we’re all human, and no one has superpowers that
are better than yours. Empower yourself using the qualities of integrity,
honesty, trust, respect, and belief in yourself to build an attitude of self-
empowerment and determination.

5. When you do take action, celebrate the fact that you attempted to face
the challenge head-on, no matter the outcome. We don’t always get
what we want and things don’t always turn out as planned. So,
regardless of the outcome, pat yourself on the back for having the
courage to try: it says a lot about who you’re becoming.

6. And finally: welcome adversity, because it builds character and
strengthens your resolve. Working through adversity prepares you to
take on bigger and bigger challenges as you progress through life.
Remember, practice makes perfect, and when you’re faced with the
biggest challenge of your life, you’ll be able to more effectively
respond to, resolve, and move through it.

Leveraging Common Sense for Problem Solving and Decision

Making

In my opinion, common sense, defined as “sound judgment derived from
experience, rather than study,”3 is the most important skill you can learn as a
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leader, because people who possess it are seen as reasonable, approachable,
reliable, and practical. Developing these qualities in yourself requires practice
and takes time. Applying sound judgment means you understand what is and
isn’t good for you. It means clearly understanding the relationship between
cause and effect (“If  do X, it will result in Y.””) based on facts versus
emotion.

Ask yourself, “What are the ramifications and implications of this course of
action or decisionfor me, my spouse/significant other, colleagues, my
community, society, or the planet? Who or what will be positively or
adversely affected by my actions or decisions?” Intentionally hurting others
for your own gain is both morally and ethically wrong, and it is not on the
path to being a self-led Lean leader. Serving others and contributing to the
greater good is very much a part of being a leader. Not stopping to apply
common sense to your decisions can come back to seriously affect you and
those around you.

Just the Facts

Making a decision through the use of common sense means making a fact-
based decision or coming to a conclusion that can be easily justified using
facts. Let’s say you’re trying to determine whether or not to bring a new
product to market; this product is something you’ve been working on for
months, and you’re personally invested in ensuring its success. However,
while conducting focus groups with potential customers, you find the product
Is appealing to only two in ten customers. Personally and professionally, this
Is a big blow, because this product could be a career maker for you, if
successful. However, the facts clearly show that, as things stand now, if you
move ahead, the product will be only marginally successful, which could
have majorly adverse effects on your career. So what should you do? Should
you ignore the results and move ahead anyway, even though the facts point to
the product being a major flop ifit’s released without any major
Improvements or changes?

Common sense tells you that you need to go back to the drawing board and
fix whatever it is that’s unappealing to your potential customers. You must
remove your emotions from the decision-making process and concentrate on
the facts. Once you let reason fly out the window, you’re vulnerable to
making poor or bad decisions that cannot be defended when scrutinized,
because they were not made from a place of reason or logic. “Just because”
doesn’t really cut it when your boss calls you into their office and asks why



you just threw a couple of million dollars away on a product that appealed to
only two in ten people!

A great technique I’ve found to help with proactive decision making and
problem solving is the Lean technique of the 5 Whys. Ask yourself “why”
five times, and don’t accept your first answer, because it’s usually the
superficial and most obvious one. The heart of the matter or crux of the
problem will reveal itself closer to the fourth or fifth time you ask yourself
“why”—for example, “Why did I want to release this product so badly?” or
“Why am I ignoring the results of the focus group studies on this product?”
Either question would have worked in this situation and would have gotten to
the heart of your reasoning. And if you take the 5 Whys and customer
feedback into account and then fold those learnings back into the product
development process, you might just have yourself a winning product. By the
time you get to the fourth or fifth “why,” you’ve removed all emotion from
the situation and are running on just the facts. That’s when common sense
appears and reason prevails.

An Ounce of Common Sense

It’s relatively easy to ascertain the degree of common sense someone has by
observing their behavior and speech patterns. If they are unable to give a fact-
based response or become defensive when you ask them to explain how they
arrived at a decision or conclusion, then they’re probably not employing
common sense or reasoning through the situation. As Frank Lloyd Wright,

the renowned American architect, once said, “There is nothing more
uncommon than common sense.”4 To apply even an ounce of common sense
means you are willing to:

1. Slow down. Many poor decisions are made because we feel like we
need to rush to a decision. My advice: slow down, take a breath, be
still, and think through the situation at hand. Determine what exactly
your goal is when solving this problem or coming to a conclusion. A
lack of common sense can come from not thoroughly understanding
your own goals and from having an unrealistic perception of reality.
How does the conclusion you’re looking for move you closer to that
goal?

2. Keep your emotions in check to collect all the data. It’s much easier to
elicitan emotional response than it is to step back and apply the
knowledge and wisdom you’ve gained through experience to the
situation at hand. You should always try to come from a position of
reason and logic and commit to turning all your alternatives over in
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your head. Ask yourself, “Is this the best course of action for all
involved? Is this the way | would like to be treated if the tables were
turned? Are there multiple solutions that need further examination? Is
there a pattern to this problem that | can recognize and apply past
knowledge and experience to, in order to improve my options?” And
don’t forget about that little voice in the back of your head. What is it
saying to you about the choice you are about to make? Is it cheering
you on or screaming at you not to open your mouth? More times than
not, we know a bad choice or decision before we even make it. Settle
your emotions, be patient, and let that little voice speak to you before
you open your mouth. What you’re looking for is to deliver pearls of
wisdom, not to taste your own shoe leather.

3. Get a second opinion. Sometimes talking things through with someone
you respect and trust can be invaluable in coming to the correct
decision or conclusion about a situation. As I’ve said before, finding a
mentor or coach you can work with is important to your self-
development journey. Getting one sooner rather than later improves
your chances of changing your behavior through listening to how
someone else might handle the same situation, which might just help
you figure out how far off base you are on the common-sense front.

4. Reflect on your decision and the outcome. If you don’t stop to reflect
on the experience, then you’ve learned nothing in the process and are
prone to making the same foolish mistakes over and over again. So
remember that common sense is strengthened by reflecting on your
experience and then having the self-disciplineto learn and adjust.

Tapping into Your Emotional Intelligence

Emotional intelligence (EQ) is a concept introduced in 1995 by psychologist
and science journalist Daniel Goleman in his book Emotional

Intelligence.s He defined EQ as the ability to successfully identify and
manage one’s own emotions, as well as the emotions of otherse in day-to-day
human interactions. People with high EQs are able to either cheer others up
or calm them down during emotionally charged situations by focusing on the
fact that all people are inherently good, rather than on the negative aspects of
human nature. They focus on finding an emotional common ground to build
on to form emotionally mature connections with others.

Leaders with higher EQs are more understanding and viewed as more
authentic. They possess greater levels of sympathy and empathy. They truly
try to see a situation through the other person’s eyes, genuinely sharing what
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they’re thinking and feeling in a positive and unthreatening way to work
through the emotions and produce positive results for all involved, because
they’re tuned into the emotional states of others. They also display greater
states of compassion, which makes them much more relatable to others. In
other words, they’re socially aware and understand how their emotions, as
well as their emotional well-being, can impact others by reflecting on these
interactions.

They also understand that emotions come inshort- and long-term versions.
The short-term version is the immediate response you feel at the onset of an
emotionally charged event. It’s your “knee-jerk” reaction. Emotionally
immature responses happen to all of us, regardless of our age. Your long-
term reaction, after introspection and contemplation, and of course dealing
with the fallout from your initial reaction, combine to have a sobering effect
once you’ve calmed down and thought through the situation. Allowing cooler
heads to prevail avoids the damage you quite possibly could have done to the
relationship through an emotionally charged response. Leaders with high EQ
understand that their feelings change over time, and being mature enough to
admit when you were wrong or overreacted is a sure sign of emotional
intelligence. “I’m sorry” or “My apologies” are the hardest words to say in
the English language; however, they go a long way toward mending the
emotional fallout from a highly charged situation.

To help you work through these types of situations and increase your chances
of having a rational conversation with those involved, as well as increasing
your EQ, ask yourself the following questions:

. What went well in this situation?
« What didn’t go so well?
« How can I improve my responses the next time around?

Yes, these questions are relevant to many situations in which you are trying
to learn from what you just experienced. You also need to consider the flip
side, where you endeavor to give constructive feedback to others on their
own EQ and behavior. This feedback should be given in a genuine,
nonthreatening way that’s not biting, full of blame, or dripping with sarcasm.
Remember, we’reall human and pursuing (unobtainable) perfection, so
exhibiting patience and an ability to refrain from judgment is what EQ is all
about. Supplying positive reinforcement, as well as modeling the behavior in
yourself that you are seeking from others, is the fastest way to building a
following that sees you as an authentic, genuine, and inspirational Lean
leader.



Displaying Persistence and Tenacity

Lean leaders who are tenacious and persistent enough to go after what they
want with an unrelenting zeal are exhibiting both self-discipline and self-
awareness, as well as being intrinsically motivated. It means that if you try
something that doesn’t work, you have the willingness and strength to try
again because you believe that it can be done and that you’ll figure out how
you can make it happen and achieve success.

These two characteristics of a self-led Lean leader are crucial to developing a
“can do” attitude that allows you to face adversity and the challenges you
encounter inyour life head-on. These qualities are complementary: you can
be very tenacious, but without persistence and the will to overcome the issue
or problem, all your efforts could result in very few tangible results. To hone
your abilities, skills, and competencies to excel as a Lean leader, you must
possess the persistence to hang in there and the tenacity to not accept
anything less than what you believe in.

Allowing Yourself to Always Become the Student

Finally, but possibly most importantly, Lean leaders must develop the ability
to become a student. Going back to the processes in place at Toyota, all those
who aspire to leadership roles are given the same opportunity to take the
initiative and study under the tutelage of a sensei. The sensei’s responsibility
is to provide challenges, structured opportunities, and coaching so that the
student has an opportunity to learn by doing. However, it’s up to the student
to overcome these challenges. The sensei will not offer and may not even
know the answer, because there is always more than one way to solve a
problem. The point here is that you must grow your leadership abilities
through constant and continuous learning throughout your life.

As a self-led Lean leader, you must become a student of human nature and
work to develop many of the skills and abilities we’ve discussed in this
chapter. Skills such as facing challenges head-on, developing common sense,
and learning to tap into your EQ are not things you’re going to learn through
formal training or education. They must be developed and honed over time,
under the guidance and watchful eye of a mentor, coach, or sensei. It doesn’t
matter how smart you are or how much you think you have “on the ball”—
finding someone who acts as your trusted advisor is crucial to your
development as a leader.



When searching for just the right mentor or coach, ask yourself if there is
someone whom you admire or respect in your workplace, within your social
circle, at your place of worship, or in some other sphere of your life. Do they
exhibit the qualities we’ve discussed throughout this chapter? If the answer is
yes, then that person would likely make a great mentor. Don’t be afraid to go
ask them if they would spend a couple of hours a month mentoring you.
We’ve all been in the position of seeking a mentor at one time or another in
our careers, and I’ve found that most people are more than happy to help
when asked.

If you can’t identify anyone that can fill this role, then look to a professional
leadership coach that can help. Identify a few possibilities and then ask them
for references. Talk to the people they have worked with in the past and ask
them specific questions pertaining to what you’re looking for in a coach. Do
your due diligence to ensure you get the right sensei that will help you move
forward. But remember that it is ultimately up to you to get results from a
mentor/mentee relationship.

Understanding the importance of the student/teacher relationship is important
from both sides when it comes to trust and respect. As a student, you must be
responsible for the effort you put into your development and for the results
you produce; whether the outcome results in success or failure, you must own
it. That includes reflecting on your performance, understanding the feedback
from your teacher, and incorporating those learnings back into the process. In
turn, when you act as a teacher, you’re responsible for the student’s
development, because if they fail, you fail as well. The teacher must also
reflect on the causes of both success and failure. | take being a teacher and
mentor very seriously, and | guard the number of these relationships | have
going at any one time because | want to ensure | have the time to devote to
each one. It istruly a collaborative learning experience between the teacher
and the student, so understanding the responsibility of being both a teacher
and a student is essential to the success of the relationship, as well as your
continuous learning and development journey.

When you’re looking for a mentor, ask them if they can commit the time to
work with you. Have a candid conversation about the rules of engagement
and set expectations upfront. Doing so creates a win/win situation for both of
you. It’s also okay if you find that you’ve outgrown your mentor and need to
move on. But don’t just disappear on them. Schedule a closure call or
meeting and thank them for the time and energy they have put into working
with you, and keep them in mind if you come across someone who is also
searching for a mentor. Throughout your life, you’ll play both roles—mentor



and student—and within the relationships you develop, you are never too
young or too old to teach others and to learn yourself.

Conclusion

The order of the topics I’ve covered here is very important. They appear in
the order in which you need to work through them and develop the skills and
abilities discussed. You will need to make some hard choices, but keep in
mind that by working to develop your common sense and hone your
problem-solving and decision-making abilities you’ll be making well-
thought-out choices. By tapping into your EQ, you can make logical and
rational choices instead of emotion-filled decisions that aren’t in your best
interest. Tenacity and persistence play a big part in how successful you are
because you’ll have developed the “moxie” to stick with it and allow yourself
to become both the student and teacher, in the long run learning from your
successes, as well as from your failures.

Now that you have the tools and strategies at hand to lead yourself, it’s time
to move on to the next dimension of Modern Lean: leading others.
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Chapter 4. Leading Others

Leading through serviceto others is a major tenet of Lean leadership. In this
chapter, we’ll explore the complementary relationship between servant
leadership and Lean leadership, which means giving yourself over into the
service of others. A servant leader fully acknowledges and accepts the
responsibility to develop, support, enable, and encourage others on their path
to serve and lead. This is a major tenet of Lean leadership philosophy. We’ll
also look at the two pillarsof The Toyota Way—respect for others and
continuous improvement—as well as how you can use the Toyota Business
Practices (TBP) problem-solving technique in conjunction with on-the-job
development (OJD) to develop aspiring leaders.

Defining Servant Leadership for the 21st Century

Servant leadership is focused on empowering and helping others become the
best they can possibly be in all facets of their life, from a professional, social,
physical, mental, intellectual, and spiritual perspective. The values of The
Toyota Way are all brought to life and supported through the practice of
servant leadership:

. Continuous improvement through the spirit of challenge and a bias
toward action by going to the place where work is performed
(the gemba) and respecting people by being inclusive

« Taking responsibility
. Acting with humility, dignity, honor, and integrity

The Toyota Way and servant leadership are complementary leadership
philosophies: Lean leaders are inherently servant leaders, first and foremost.

Lean servant leaders are acutely focused on serving those they lead, as well
as the Lean enterprise, instead of acquiring power or taking control. They
attempt to continuously improve the people, processes, and technologies that
are all around them. That means putting the needs of others before your own
by empowering them and helping them to develop and perform at
increasingly greater levels of competency and productivity, as well as
improving their overall quality of life.

However, being a Lean servant leader doesn’t mean you become an
indentured servant. On the contrary, it means your focus is on learning to



develop yourself, in addition to enabling those around you, through
mentoring, coaching, supporting, and empowerment. Ultimately, what you’re
trying to create and foster is a collaborative, supportive, empathetic,

engaging, and developmental relationship with those you lead—without
implying that you’re subservient to them. After all, your followers must take
responsibility for their development and learning processesas well, which
sets them on their path to becoming a Lean servant leader.

Origins of Servant Leadership

Servant leadership is not new. The term was coined by Robert K. Greenleaf
(a well-known leadership and management consultant active from the 1950s
to 1990) and first published in an essay in 1970.1 Greenleaf was inspired by
reading Hermann Hesse’s The Journey to the East.2 In Hesse’s story, a band
of men on a mythical journey are accompanied by a servant named Leo.
Through his incredible presence, Leo becomes the lifeblood of the group. He
looks after, entertains, and sustains the men. One day, however, Leo
disappears, and the men abandon their journey, because he was such a vital
part of it; they no longer believe they can continue on their own. Some years
later, the narrator loses his way. As he wanders in the desert without purpose,
he’s fortunate enough to be taken in by an Order, only to find that Leo, whom
he had first known as a servant, is their leader. He is their guiding spirit, a
great and noble leader himself.

To Greenleaf, this story exemplifies that “The great leader is seen as a
servant first, and that simple fact is the key to his [or her] greatness.”3 Leo’s
inherent desireand ability to serve is what made him a great leader. Leo
genuinely enjoyed helping others grow and flourish, both individually and as
ateam. And in his joy to serve, his leadership abilities sprung forth. In
response to the evident servant stature leaders must possess, Greenleaf later
went on to say:

Rather, they will freely respond only to individuals who are chosen as leaders
because they are proven and trusted as servants. To the extent that this
principle prevails in the future, the only truly viable institutions will be those
that are predominantly servant-led. | am mindful of the long road ahead before
these trends, which I see so clearly, become a major society-shaping force. We
are not there yet. But | see encouraging movement on the horizon.4

Characteristics of Servant Leadership

Being a servant leader is defined by how you behave, think, act, and feel.
Being of service to others is what motivates you to act. It’s a selfless way of
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life that’s based on building a vision that your followers can see and buy into
to accomplish a mission that serves the greater good of the company, society,
and even the world. Servant leadership can be summarized by three main
qualities:

Integrity

Servantleaderslead with integrity, and their reputationfor being
morally honest and forthright, as well as for being true to their word,
is an all-important and defining trait.

Continuous interaction
Servantleaders constantly work with those around them to foster and
encourage their development as leaders because they genuinely care
aboutothers. Buildingand sustaining healthy relationshipsis very
important tothem, because they possess a strong sense of self-
awareness and of the direction they want their lives to go in. Through
theiractions and behaviors, theylead by example, modeling behaviors
they are looking for from their followers.

Diversity
Servantleaders cherish the diversity that life brings and value others’
ability to contribute. They recognize that different backgrounds and
educational and life experiences provide for a variety of opinions and
points of view, addingto the value of their interactions, as well as to
the results their teams can accomplish. Diversity is good! It renders
more creative solutions.

Servant leaders see their goals clearly and can communicate them well to
others through their actions and words, thereby inspiring, motivating,

and transforming others to act. A servant leader’s power is informal, gained
or generated through influence, inspiration, or expertise in a field or area of
knowledge, and achieved through instinctively having a bias toward action
when it comes to that vision. As the famous Chinese general Sun Tzu stated
in his classic treatise on war, The Art of War (written around 500 BC), “A
leader leads by example, not by force.”s The philosopher Lao-Tzu expressed
a similar idea in the Tao Te Ching (fourth century BC): “A leader is best
when people barely know he exists, when his work is done, his aim fulfilled,
they will say: we did it ourselves.” That is the mark of a true servant leader.
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Why Servant Leaders Are So Important to the Lean Enterprise

Lean servant leaders exist in sharp contrast to managers who possess formal
power, which is something bestowed on them through a formal title and/or
position within an organization. Managers have the responsibility of setting
goals, communicating policiesand status, coordinating work both within and
among the teams, and providing the resources team members need to get the
work done. They are responsible for managing the “work to a specific goal or
outcome,” acting as the linchpin that connects the team, senior leadership,
and the organization.

The world needs both servant leaders and managers. However, you can be a
manager without being a servant leader. In contrast, servant leaders often do
not possess any formal positional power, even though they can be influential
within an organization and make major contributions to its success. The mark
of a servant leader who evolves from a manager is measured by their ability
to play both roles, allowing the organization to naturally evolve from a
controlling, authoritative system to a consultative, service-oriented one in
which everyone participates and contributes to achieving its mission, vision,
and value proposition. This is a crucial inflection point for the Lean
enterprise as it continues to change and evolve under the watchful eyes of its
Lean servant leaders.

Lean servant leadership is one of the most effective leadership styles for
modern businesses because it is results-driven and also forms a meaningful
bond of trust and respect between leaders and their teams, as the constant
cycle of development, feedback, and learning happens over and over again.
In their willingness to serve, these leaders naturally play the role of teachers,
mentors, and coaches who create a safe space in which problem solving
through listening, observing, experimentation, and learning from mistakes is
not only acceptable but encouraged. The most highly skilled parts of our
21st-century workforce respond favorably to this type of leadership style.

These workforce members value inclusion, being challenged, and learning
above all else. They are not motivated by a paycheck; instead, it is the
intrinsic things that inspire and promote creativity and ingenuity. They refuse
to be micromanaged through command-and-control leadership styles, seeking
autonomy and a purpose to their life’s work. And because of their skills and
abilities, if they do not feel supported, empowered, and fulfilled in their
current role, throughout their careers they will find it very easy to change
employers. It is imperative that 21st century leaders understand this paradigm



shift, because this highly skilled part of our workforce will continue to seek
out and want to work for leaders who possess Lean servant leadership skills.

As a result, both the face of leadership and followership must change to meet
this new 21st-century workplace dynamic. Thus the focus for you as a Lean
servant leader must be on winning the loyalty of these highly skilled workers
by inspiring, supporting, and developing them to give them everything they
need to create and deliver innovative products/services, as well as to feel
fulfilled, motivated, and valued by those they serve. Progressive companies
understand this shift to support, encourage, and develop Lean servant leaders.

Becoming a Lean Servant Leader

Some people misinterpret the role when they hear the word “servant,”
thinking that servant leaders are pushovers. On the contrary, being a Lean
servant leader is about asking the tough questions and challenging those
around you to push themselves to achieve success in whatever they
undertake. Your role isto help through good times and difficult ones,
offering whatever assistance and support you can to get things moving again.

So how do you go about developing the skills that servant leaders need? Here
are a few tips to help you get started.

DEVELOP YOUR TRUE NORTH

Before you can become any type of leader, you first must develop an
awareness of the purpose for your life and career. By taking the time to
define and develop your convictions around what you intend to accomplish,
you build your path forward. Self-reflection and asking for feedback from
others are two great tools to define and chart your True North. Spending
some time writing down all the things you want to accomplish in your life
goes a long way toward identifying and defining your life’s purpose. As a
Lean leader, you must proactively chart your course before someone else
does it for you.

John Goddard (explorer, writer, and founder of the Goddard School) decided
at the age of 16 to sit down and write out a lifetime to-do list,6 similar to the
concept of today’s bucket list. Throughout his life, he diligently worked to
accomplish the things on his list, stating that it gave him purpose and
direction, acting as his personal True North. I, too, did the same at about his
age, and when | finished it, | folded it up and tucked it away ina scrapbook
of pictures and keepsakes from that same year, thinking that would be a good
place to keep it safe.
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Last year, when | was in the process of packing for a move, the list dropped
out of that scrapbook. Immediately, | knew exactly what it was, and for a
brief second, I thought to myself, “Do I even want to open it up?” I hadn’t
looked at it in a very, very long time, but my curiosity got the best of me. |
was amazed (actually, “shocked” would be a better word) that when I tallied
up what I had accomplished to date in my lifetime, it amounted to about 75%
of what | had written down many decades ago. Keep in mind that thoughts
are things and writing crystalizes your thoughts, turning them into action. All
of those things have been with me, in the back of my mind, as I’ve
progressed through my life. My subconscious mind had taken them in and
committed them to memory. And yes, becoming an author was on that list.

So as you work to chart out your True North, ask yourself:

. Do you know what you want to accomplish?
« Are you proud of what you have accomplished in your life to date?

. If someone asked you to state your life’s purpose or value proposition,
how would you answer them?

Lean servant leaders help others to discover their True North. Ask those you
mentor or coach to spend some time thinking about and writing down their
lifetime to-do lists. If they have such a listalready, ask them how you can
help them accomplish these things. I think you’ll be amazed at the drive and
purpose such a list creates in both you and your followers. Checking things
off your listcan be very motivating and can drive your desire to achieve
greater and more complicated things in your life.

DROP THE “LONE RANGER” ACT

As a Lean servant leader, you must give up the notion that you’re the only
one that has to have all the answers or solve all the problems. As the old
saying goes, “There 1s no ‘I’ in ‘team’!” The next time you feel compelled to
jump on that white horse of yours, stop and ask yourself, “Who should I ask
to help me with this problem?”” After all, even the Lone Ranger had help.
Who are your “go-to” people that care about supporting and developing you
as you move through life? Figure that out, and then pull them in, challenging
them to find new and more creative ways to solve the problems you face
together, as a team.



SEE THE POTENTIAL IN EVERYONE

Lean servant leaders are thoughtful enough to take the time to understand
what motivates others. They don’t carelessly jump to conclusions about
things, such as why someone is underperforming. Poor performance may not
have anything to do with work but may instead be caused by something
bleeding over from someone’s personal life. Next time you’re confronted
with an employee performance issue, initiate a candid conversation around
the issue at hand. Work with the person to find a solution that solves the
problem so that once again they can contribute as a valuable member of the
team. Lean servant leaders don’t give up on people; they see the potential we
all have to achieve great things. They extend the effort to help us to overcome
the obstacles on our way to success.

| once knew a woman who was a stellar employee. Over time, however, she
began calling in sick a lot, and when she was at work, her mind seemed to be
elsewhere. She eventually started spending more and more time away from
work. | called her into my office to speak candidly with her about her recent
downward performance trend, and in the course of the conversation, she
disclosed to me that she was experiencing some serious personal issues. | had
not expected that our conversation would take that kind of turn. I asked her
what steps she was contemplating, and she said she very much wanted to
address and resolve these issues, but she felt she did not have the support
network to remove herself from this dysfunctional situation that was severely
affecting both her personal and professional life. As we talked through her
issues, | gave her the name and number of a friend of mine who could
possibly help, leaving it up to her to take the first step.

A month later, her performance had drastically improved, and she told me
she had reached out to the resource | had suggested and made some major
changes in her life for the better. By simply asking her what was wrong and
how | could help, she felt like someone cared, and it gave her the strength to
make the necessary changes in her life and stick with the decisionto move
forward. Over the next six months, her performance continued to improve. Of
course, not every employee will have such a drastic reason for performance
issues (hopefully). But the takeaway here is that you never know what’s
happening with someone until you ask.

SEEK OUT AND PROVIDE WHATEVER IS NEEDED

Figure out what your team needs and then supply the right resources, whether
that means adding skill sets or more people, removing impediments, or



providing materials, tools, or realistic, constructive feedback to ensure they
feel empowered and can be successful.

Get out of your office. Lean servant leaders don’t hide away from their
people. They practice genchi genbutsu—the art of going and seeing for
yourself what’s going on at the gemba (the place where the work is being
performed). That doesn’t mean calling a meeting and herding everyone into a
conference room. It means going to where your people are and spending time
with them.

LOOK AT PROBLEMS AS OPPORTUNITIES FOR
IMPROVEMENT

Repeat after me: “Problems are good! Problems are good!” You must look at
problems as opportunities to practice continuous improvement. Anyone that
takes the attitude that there are no problems (also known as waste or muda in
Lean) intheir work area is kidding themselves. There is always room for
improvement and making things better. Thinking that things are perfect
ensures a culture of apathy in which problems fester and start to affect the
quality of your work, causing people to become frustrated regarding their
inability to effectively make positive change. Ignoring problems and thereby
allowing them to grow and intensify is the fastest way to lose your best and
brightest employees, because they will go in search of more honest and
empathic companies and leaders who seek out their creativity and passion for
Improvement.

As a Lean servant leader, looking for and solving problems with your people
should be the activity to which you devote most of your time and energy.
Again, practice genchi genbutsu at the gemba, talk to your team, understand
the problems they face, and work with them to solve those problems as a
team. Then work to continuously improve on the solutions you put in place
by challenging them to focus on the removal of muda (waste) at the gemba.

DEVELOP AN INQUISITIVE MIND IN YOURSELF AND
OTHERS

Many times, getting to the root cause of a problem requires digging.
Accepting the first answer usually puts the focus on a symptom rather than
the actual cause. You must challenge yourself and others to go beyond their
normal thinking patterns by asking probing questions. Challenging people
and exhibiting vulnerability in the problem-solving process is the way you
grow both yourself and your people. Both the teacher and student end up
learning something in the process.



BUILD A TOLERANCE FOR FAILURE

Your attitude toward mistakes and how you handle failure isalso a
determinant as to whether or not you are a true Lean servant leader. Mistakes
must be looked at as just one more way we now know something doesn’t
work. Mistakes aren’t life-ending events. Mistakes and failings offer valuable
experiences that we can learn from and incorporate back into the process. If
you’re not taking risks, you’re not learning and moving forward. Remember,
the goal is to break the problem down into small, manageable chunks. And if
you fail in one attempt to solve a problem, it doesn’t mean the end of the
world as you know it. It just means you haven’t found the solution to the
problem and must try again until a viable solution is found. For instance, did
you know that Thomas Edison made one thousand unsuccessful attempts at
inventing the light bulb? One thousand attempts! Failing was not part of his
plan, and when a reporter asked him, “How did it feel to fail one thousand
times?” Edison replied, “I didn’t fail one thousand times. The light bulb was
an invention with one thousand steps.”7

ENCOURAGE INDEPENDENT THINKING

Identify the gap or problem that needs to be solved and make sure your team
has the resources to solve it, and then stand back and let them have at it. Just
because they might not solve the problem the way you would doesn’t mean
their solution is wrong. If they get stuck, be availableto help. Ask them
challenging questions about the direction they’ve taken to solve the problem,
but encourage them to think independently.

During problem solving, encourage the importance of building consensus for
the possible solution among all the stakeholders involved, before the solution
is implemented. Building consensus uncovers additional ideas that might
offer better solutions to the problem or identify possible unconsidered risks.
Consensus ensures the people who must implement the solution thoroughly
understand the effects it may have on their work. In this way, everyone feels
like they’ve been given the opportunity to voice and address any concerns
they might have about the most viable solution, validating that it’s the most
optimal solution at the time.

LEAVE YOUR EGO AND PRIDE AT THE DOOR

This one might be the hardest to accomplish, because successful leadersare
generally full of self-confidence, willpower, and determination. However, as
I’ve said before, being a Lean leader is not about you! It’s about helping
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those you serve to develop their self-confidence, willpower, and
determination to succeed.

You must share, not hoard, your power to set your people up for success.
You can’t intentionally let them fail so that you can ride in and save them.
That type of behavior is self-serving and only boosts your ego. However, if
what you are trying to build is an army of Lean servant leaders who lead by
example, with respect, integrity, honesty, and dignity, and who live to serve
and develop others, then you must leave your own ego and pride at the door.
Instead, take pride in developing and supporting others as you and they both
evolve to higher and higher levels of Lean servant leadership.

Respecting Others on the Road to Continuous
Improvement

For those who aspireto practice Lean servant leadership, it all starts with the
two pillars of The Toyota Way, which are (1) a profound respect for people
and (2) a commitment to continuous improvement, known as kaizen.

Giving Context to Respecting Others

The easiest way to understand why respect is so important is to think about a
time when you felt disrespected. Whether it was expressed through a person’s
words or behavior, | bet the message came through loud and clear. How did
that make you feel? How did you react? Probably with anger or disbelief for
having been treated in this manner. It probably left you asking, “So what did
I do to them to deserve this type of treatment?”

More times than not, the answer is “Nothing!” When people behave
disrespectfully toward you, the underlying reason usually says more about
them than it does about you. Disrespect often comes from an apathetic mind,
which usually develops when people feel like no one cares for or respects
them—so they treat others in this manner. Unfortunately, feeling that you’ve
been disrespected enables disrespectful behavior, and you can either
consciously or unconsciously return that disrespectto them, which can
become a vicious circlein any relationship.

However, remember the old adage “You get what you give!” Being mindful
and mature about your reactions and remaining respectful, acting with honor
and humility, will get you much further than throwing attitude and returning
the disrespect. When I run across someone like this, my first instinct is to be



as respectful to them as I possibly can, because as a Lean leader you must
model the behavior you’re looking for, as hard as that might be. When you
treat people inthe manner you want to be treated, it introduces a whole new
dynamic to your interactions with them.

I’ve also found that smiling and being vulnerable helps as well. I smile and
give an opening statement that asks for the person’s help; this goes a long
way toward getting a conversation started off on the right foot. It takes the
other person out of their head and current situation to focus on you and the
situation at hand. Most people are more than willingto help others. As
humans, we are inherently wired that way; it’s part of our nature to respond
to vulnerability in a protective manner, instead of immediately putting up
walls that cause miscommunication and mistrust. So the next time you are in
a situation like this, give this technique a try. You might be amazed at the
response you get.

Thinking with a Kaizen Mind

Contrary to popular Western beliefs and practices, kaizen is not an event or
something you do occasionally. It’s a way of life and a philosophy that is
practiced every day, at all levels, throughout the entire Lean enterprise. Its
goal is the continuous improvement and optimization of not only the parts
(such as individuals, teams, processes, services, and technology) but the
entire system. It’s acutely focused on the removal of needless waste (muda)
through the implementation of small, continuous improvements, aimed
toward increasing productivity, quality, safety, and customer and employee
satisfaction; improving delivery times; and lowering costs.

To develop a kaizen mind means you realize the importance of eliminating
waste by committing to continuous, long-term improvement in the form of
proactive, measured change. Yes, there is that word again: change! Kaizen is
about spotting the necessary changes that need to be made to keep you, your
followers, and the organization moving forward. Change is handled better
when it’s acknowledged and dealt with in small, incremental steps, which is
what kaizen is all about. Unfortunately, most change efforts fail due to the
change being initiated and implemented as a massive, last-ditch effort to
correct something that should have been addressed incrementally over time.
If kaizen is happening, there’s no need for large-scale, disruptive change.
Lean servant leaders realize that change is inevitable, and they don’t blindly
ignore it. The need for continuous change must always live in the forefront of
your conscious mind.



Kaizen is driven by a respect for people from both your customers’ and
employees’ perspective, because it’s all about making the lives of those that
buy or produce your products better and more rewarding. That means
reducing the waste that’s all around you, from an emotional, mental, and
physical perspective. When everyone in your organization is constantly
seeking out waste and systematically removing it, then you’ve developed a
kaizen culture inwhich continuous improvement becomes a way of life.

Acknowledging Your Responsibility to Develop
Others

As a Lean servant leader, you have two main goals. First, you’re responsible
for developing yourself and other potential leaders from both a job
performance and a skill-set perspective, helping them to hone their leadership
abilities. Second, you must continuously identify opportunities that enable
yourself and others to stretch and grow by challenging the status quo and
never accepting or becoming complacent in your quest for perfection. It’s just
as important to vertically develop your skills and abilities within your area of
expertise as it is to horizontally develop them across the organization,

pushing yourself to be able to perform continuous improvement both within
and outside of your comfort zone or area of expertise. In doing so, you put
yourself in situations that remove you from the role of an expert, forcing you
to learn to develop and draw upon your leadership skills, such as motivating
people, inspiring by building your vision, influencing through consensus
building, team development, listening, and coaching, to name a few. When

you’re no longer the “expert,” you have no choice but to lead through your
soft skills.

Also, a crucial responsibility of a Lean servant leader is to ensure that your
“students” take responsibility for their self-development. However, as a
leader, you remain accountable for their results. I know that sounds a little
one-sided, but if you aspireto lead others, you must take full responsibility
for developing your people as well. After all, you probably received
assistance at some point inyour career from someone who helped you to
develop your abilities to lead. However, it’s unrealistic to think you will be
able to devote major chunks of your time to everyone. So you must choose
wisely and take the time to identify and then develop those individuals who
show the most potential to effectively lead and work as a team. Here are
some tips on how to accomplish that:



Closely observe those who follow you, making mental notes
concerning who shows the potential for leadership versus those who
don’t have any aspirations or interest in leading at all (which is okay as
well). However, don’t make the mistake of thinking they don’t want to
be developed. Different people have different career goals. Some may
aspire to become an expert in their field, showing absolutely no interest
in becoming a leader. You must recognize there are many ways to help
someone develop, such as by freely sharing your expertise, which is
good for both the individual and the company.

For your direct reports, set aside regular time to work on and discuss
their development. You need to ensure they are on track and are getting
what they need to continue their development. | suggest you also set
aside four to six hours a month to mentor and coach those whom you
don’t directly manage or lead. Allot time on a first-come, first-serve
basis. | find mentoring and coaching others to be personally rewarding,
and I’ve had many mentors, coaches, and teachers throughout my
career, even though I wasn’t in a position to help them at that time. I
am a firm believer in the “pay it forward” process of helping others.

Set clear expectations for those you lead so that both you and your
students can measure progress and be accountable for their self-
development. One of the things | do is to give my students a challenge
they must complete before our next formal touchpoint. With my formal
relationships, | expect the students to come prepared to discuss how
they have attempted to solve the challenge given to them. With my
informal relationships, I leave it up to the students to schedule the next
meeting, after they’ve attempted to solve the challenge given to them.
In this manner, | can easily ascertain who is willing to put the actual
time and effort into their development so that we’re both using our time
as wisely as possible. Also, using this technique puts the responsibility
of self-development squarely on the shoulders of the students, who can
take it as fast or slow as their schedule and time constraints permit.

Know that you’re going to be held accountable by your followers. This
is a radical departure from the way many companies operate today.
Ultimately, if a company is failing, who else should be held
accountable for that end result other than the leadership team?
However, more and more it seems that Western leaders have perfected
the art of becoming “Teflon”—that is, not being accountable or taking
responsibility for a lack of results. Everything just slides right off them.
Followersmust hold their leaders accountable, ensuring that Teflon
leaders are not acceptable in a Lean culture. Leaders must share



responsibility and accountability with their followers, as well as with
other leaders, to ensure that the company continues to grow and evolve.

Learning to Serve While Developing Others

Becoming a Lean leader means being ina continuous loop that places you in
the role of student, as well as teacher, over and over again throughout your
career. And being a Lean servant leader requires developing a kaizen mindset
so that you can help others in their development as well. This two-step
process can be achieved with the help of the following Lean techniques:

Toyota Business Practices (TBP)

The most powerful tool for developinga kaizen mindis a problem-
solvingtechnique known as the Toyota Business Practices, or TBP. It’s
based on the Plan/Do/Check/Act (PDCA) cycle, which has evolved over
the years and was modified by the Japanese for their production
purposes. Its focus is on helping you develop and hone your problem-
solving capabilities through a systematicand repeatable continuous
improvement process.

On-the-job development (OJD)

Once you’ve mastered TBP at theindividualand team leader levels,
you’re ready to move to the second step, which is assistingothersin
the development of their leadership skills, usinganother Lean
technique known as on-the-job development, or OJD. OJD putsyou in
the role of sensei (coach or mentor) by working to develop potential
leaders as they move through their TBP experiences. In this second
step, your goal as senseiis to help others develop their abilities to
both serve and lead.

However, before you move on to OJD, you need to understand another
underlying tenet of the TBP, which is the PDCA cycle.

Kaizen and the PDCA Cycle

The PDCA cycle (shown in Figure 4-1) can be used to solve just about any
problem or issue a leader, team, or company encounters. PDCA follows the
scientific methods that dates as far back as Galileo and is the standardized
process scientists have used for centuries to uncover the best possible
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solution to a problem. The process itself is quite simple. First, you build the
hypothesis, stating both the true and false or “null” states. Then you identify
all the possible conclusions or outcomes. Next, you conduct experiments or
studies to test the hypothesis, observing the results along the way. You
continue to test over and over again, incorporating your learnings back into
the hypothesis until it’s proven to be either true or false.

The PDCA cycle consists of the following four steps:
. Step 1. Plan: Define a problem and hypothesize possible causes
and solutions.
. Step 2. Do: Implement the solutions.

. Step 3. Check: Evaluate the results.
. Step 4. Act: Return to step 1 if the results are unsatisfactory, or
standardize the solution if the results are satisfactory.9

Figure 4-1. The PDCA circle

The Evolution of PDCA and TBP

In 1985, Dr. Kaoru Ishikawa, the father of the Total Quality Control (TQC)
movement and author of the book What Is Total Quality Control? The
Japanese Way (Prentice Hall), extended the Japanese PDCA cycle to include
additional planning steps, adding goals and targets and developing methods
for reaching those goals in the Plan stepsio so that the organization can
identify, solve, and standardize what has been learned. Dr. Ishikawa’s PDCA
cycle consists of the following six steps:

. Step 1. Plan: Determine goals and targets.
. Step 2. Plan: Determine methods of reaching goals.
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. Step 3. Do: Engage in education and training.
. Step 4. Do: Implement work.

. Step 5. Check: Check the effects of implementation.

. Step 6. Act: Take appropriate action.

Toyota leaders then extended Ishikawa’s PDCA cycle to include two
additional steps: in Step 1: Plan, they added “clarify the problem,” and in
Step 2 they added “break down the problem,” to shift the emphasis to the
customer, ensuring the problem is worth working on to gain consensus. They
also deleted step 3 and added step 4: “perform root cause analysis,” ensuring
the root cause of the problem being solved is well understood. This revised
PDCA cycle became known as the Toyota Business Practices (TBP) method
and has been implemented throughout Toyota as their overall problem-
solving method. Figure 4-2 depicts the eight steps of the modern PDCA
cycle, as implemented at Toyota, as well as the corresponding Toyota values
that come alive through the implementation of the steps. For Toyota, TBP is
not just a problem-solving method; it’s a way of bringing to life their values,
expressed within the Toyota Way, through concerted and intentional effort.

Concrete Actions & Processes

1. Clarify the Problem

2. Break Down the Problem

Actions 3. Set Targets
4. Perform Root Cause
Analysis

5. Develop
Countermeasures

Values

Toyota Way

6. See Countermeasures
Through
u 7. Monitor Both Results

and Processes
8. Standardize
Successful Processes

Drive & Dedication

« Customer First

« Always Confirm the Purpose
of your work

» Ownership and Responsibility

« Visualization
« Judgment Based on Facts
« Thinkand Act Persistently

+ Speedy Action in a Timely Manner

» Follow Each Process with
Sincerity and Commitment

* Thorough Communication

« [nvolve All Stakeholders

Figure 4-2. Toyota Business Practices (TBP) and Toyota values (source: Toyota Motor Corporation)

Learning to Serve through TBP

You must first learn to serve your team through performing transformative
kaizen projects and using the TBP problem-solving technique. Its focus is on
the further development of both your leadership skills and your kaizen mind
and Modern Lean capabilities. TBP is a consistent method that can be applied
over and over again to develop leaders, both individually (by tackling a
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problem on your own) and in a team setting (where you either lead or follow
under the watchful eye of your sensei or coach).

If you’re new to TBP and a coach cannot be found within your organization,
consultants can act as coaches to teach you the techniques of TBP. However,
in the long run, you and your team must own the solutions you create through
TBP. It’s up to you to continuously improve the solution, which is how real
and lasting change occurs and is sustained over time.

Keep in mind that your sensei is not there to supply answers. On the contrary,
they are there to challenge and stretch you and/or the team. The sensei uses
observation, questioning, and probing to ensure mastery of each step before
you can move to the next one. TBP is also a means by which leaders can
develop both vertically (within their areas of expertise) and horizontally
(across the enterprise), because you don’t necessarily need to be an expert to
contribute to the problem-solving process. For example, if you’re an expert in
the field of human resources, you may well be able to contribute to a
problem-solving effort in engineering with the kaizen team.

Now that you have an understanding of some of the core principles
underlying the practice of leading and developing others through Lean
servant leadership, let’s take a look at some of these principles in action.

Case Study: The Eight Steps of TBP in Action

The New Horizons car dealership in Portsmouth, North Carolina, was in
trouble. The latest service ticket processing errors report from the customer
service department of their automotive manufacturing supplier showed that
the error ratio had hit an all-time high of 75%—5% higher than the previous
month—and the company’s net promoter score had dropped to —20. To make
matters worse, the owner, Jim Collins, had just received an email from the
manufacturer stating that if New Horizons didn’t get the situation under
control, they would take serious corrective measures.

Jim showed the report to his manager, Jannie. However, she was not an
expert on running a service department this large. So Jim decided to call in
Jannie’s long-time colleague, Nancy Peterson, whom Jannie had actually
recommended to help them with the issues in the service department.

Upon arriving at the dealership the next day, Nancy immediately saw there
was no one at the receptionist’s desk. Service agents and technicians were
milling around, ignoring her—not a single person showed any indication of



ending their conversation to help what very well could have been a customer
waiting on the service department floor.

As she continued to stand there unassisted, as if she was invisible, she
glanced through the service bay windows to see four men standing around the
service bay desk. There wasn’t a single car in the bay, which struck her as
odd because it was Monday morning, and the service departments she had
managed in the past were usually packed with customers dropping off their
cars. It was usually one of the busiest days of the week for a service
department.

Nancy brought these concerns to Jim and Jannie when she finally sat down
with them. Over the next couple of days, she spent a lot of time at the gemba
within the service department. She observed the employees performing work
in the service agent area, service bay, and garage. She listened to the
receptionist take service request intake calls and watched the service agents’
interactions with customers, as well as with each other as they went about
their daily duties. Nancy also dealt with a lot of irate customers both in
person and over the phone. Most of them were upset over unauthorized
service items that had mysteriously appeared on their service tickets, while
others were upset about the work they had requested that wasn’t performed at
all.

It quickly became clear to Nancy that she needed to discuss the whole service
ticket issue with Jim. A lot of New Horizons’ issues were originating from
how the service agents initiated service requests, and Nancy wanted to learn
more about the dealership’s business practices. In a conversation with Jim,
she asked him whether it was the policy of the dealership to add unauthorized
repair and/or maintenance items to a service ticket, without informing the
customer.

Jim was aghast and said of course that was not the policy—he was taken
aback when Nancy reported that very thing was happening a lot. This type of
behavior was not only unethical but also illegal. At that point, Jim and Nancy
realized they needed to perform a complete overhaul of the Service Ticket
Intake process. Nancy suggested using TBP to help get the department back
on track; she proposed assembling a small kaizen team of staff members for
three to four hours a day over the next couple of weeks to work with her to
solve this problem. Since she had worked with Jannie before and knew she
understood TBP, Nancy wanted her to lead the team.

Jim then confided to Nancy that the auto manufacturer had put him on
probation; if he didn’t make some real headway on this problem over the next



six months, they were going to revoke his dealership license. Nancy offered
to have him join the team. However, Jim declined, admitting that he knew
very little about the service department. Selling cars was his area of expertise
and what he was very good at. He also wanted to avoid the appearance that
the team was on a witch hunt with the staff, which Nancy understood

and respected.

That night, before she left for the evening, Nancy sent out an email to Jannie,
Rick, and Randy asking them to meet her in the break room tomorrow at 8:00
a.m. The first two were service agents, while Randy was a service technician.
She explained in her email that they were going to embark on a problem-
solving exercise around the service ticket error rate in an effort to identify
and correctany problems they uncovered, and Jannie would act as team lead.
She also added that their involvement was completely voluntary, and if they
chose not to participate, there would be no repercussions.

Finally, she composed an email for Jim to send out to the entire staff,
explaining the reason that Nancy and her team would be asking for their
assistance over the next several weeks to figure out the root cause and begin
to work on bringing the error rate down. Nancy viewed this as a very
important step in the process. Communication is key to ensuring everyone
understands what’s going on so that they can help with the problem-solving
activities. Lean methods are based on the belief that the people closestto the
work are best suited to solve the problems and improve upon the process.
That means they must be the ones that identify and then solve the issue to
ensure the actions taken are sustained and maintained over time.

The next morning, Nancy was at the dealership bright and early. She was
excited to embark on this journey and to help Jim get the dealership’s
problems solved. And, whether Jim realized it or not, they were all about to
embark on a Lean journey that would set the dealership on a perpetual course
of continuous improvement.

When she arrived in the break room, Rick, Randy, and Jannie were waiting
for her, as well as a fourth person—Donna. Donna handled New Horizons’
loaner car program, and Jannie thought she’d be a great addition to the team.
Nancy agreed, and they dug right into the discussion. Nancy started by
providing an overview of the eight steps of the TBP problem-solving method,
depicted in Figure 4-3. Her plan was to use a just-in-time method to give the
team more in-depth coaching as they approached each step in the process. For
now, a simple overview was enough.
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8 STEPS

Step 1. (Plan)
Clarify the
Problem

Step 2. (Plan)
Break Down
the Problem

Step 3. (Plan)
Set Targets

Step 4. (Plan)
Perform Root
Cause Analysis

Step 5. (Plan)
Develop
Counter-
measures

Step 6. (Do)
See Counter-
measures
Through

Step 7. (Check)
Monitor Both
Results and
Processes

Step 8. (Act)
Standardize
Successful
Processes

PROCESSES

. Clarify the “ultimate goal” of your responsibilities & work

. Clarify the “ideal situation” of your work

. Clarify the “current situation” of your work

. Visualize the gap between the “current situation” and the “ideal situation”

. Break down the problem
. Select the problem to pursue
. Specify the point of cause by checking the process through genchi genbutsu

. Make the commitment
. Set measurable, concrete, and challenging targets

. Consider causes by imagining the actual situation where the problem occurs
. Based on facts gathered through genchi genbutsu,

keep asking “Why?”
. Specify the root cause

. Consider as many potential countermeasures as possible

. Narrow down the countermeasures to the most practical and effective ones
. Build consensus with others

. Create a clear and detailed action plan

. Quickly and as a team, implement countermeasures

. Share progress by following the correct reporting, informing,
and consulting communication procedures

. Never give up, and proceed to the next step quickly

. Evaluate the overall results and the processes used, then share the
evaluation with involved members

. Evaluate from three key viewpoints: customer’s, Toyota's, and your own

. Understand the factors behind the success or failure

. Standardize the successful processes
. Share the new precedent through yokotenkai
. Start the next round of kaizen

Figure 4-3. The eight steps of the Toyota Business Practices problem-solving method (source: Toyota

Motor Corporation)

Step 1: Clarify the Problem (Plan)

Nancy explained that the team must start this process with the end state in
mind by thinking about the “art of the possible.” As the team began to
discuss the issues, they came to the realization that they were close enough to
the work being performed to understand that there was a problem with how
the department handled service tickets. Nancy referenced the 75% error
processing rate, which represented a 65% increase over the last year. The
auto manufacturer supplying the dealership with vehicles had set an
acceptable error rate of 10%, and they tracked this statistic over time, because
customer satisfaction was a priority. Nancy stressed that this error rate
needed to become a metric the dealership tracked and paid attention to as



well, because it was a measure of how the dealership provides value to its
customers. “I don’t know if you’ve noticed,” she said, “but this dealership
isn’t exactly brimming with business in the service department.”

“Wow, we suck,” Randy chimed in. “That’s awful!”

“Yes, that is why Jim has brought Nancy in,” Jannie added, “She’s dealt with
other dealerships that have had similar problems. I know, because I’ve
worked with her before and have seen this process work. I’'m 120% behind
this effort, because we need to get much better for our customers, the
dealership, and of course for ourselves as well. This situation is really
unacceptable!”

“Thanks Jannie, I appreciate your vote of confidence, and of course your
support,” Nancy responded with a big smile. “So let’s get back to clarifying
the problem.” Nancy kept the team on task and returned to clarifying the
problem. She asked, “If you were to look out into the future, what would be
the ideal state?” She reminded them that by starting with their ultimate goal
and ideal situation, they could remove themselves from what was familiar
and get away from preconceived notions concerning how they thought things
ought to work. This is “the art of the possible”—envisioning the process
functioning in an unencumbered, perfect future state. The gap between this
state and the current reality was what the team needed to work on and solve
for.

The team spent the next hour or so discussing the problem, the current and
ideal situations, and the ultimate goal, identifying and diagramming them

in Figure 4-4.
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Ultimate Goal

Staff members provide high quality

repair and maintenance services to
highly satisfied customers

A

I
Ideal Situation i

Service ticket processing errors should be less than 10%

brought in for service
experience service ticket
processing errors

Current Situation = Gap

Service ticket processing errors have increased by 65%

Figure 4-4. Step 1: Clarify the problem (Plan)

Step 2: Break Down the Problem (Plan)

After completing step 1, Nancy prepared the team for step 2, arguably the
most difficult of the eight steps: breaking down the larger problem into
multiple smaller, more specific problems that are mutually exclusive and
collectively exhaustive so that they can be tackled individually in small steps.

Nancy asked the group to form two subteams for this step: Jannie with Randy
and Rick with Donna. Each subteam picked a service agent to sit with for the
rest of the morning to observe how the Service Request Intake process
worked. They would discuss their observations the following day.

The next day, the team was eager to talk about what they’d learned—in fact,
to Nancy’s surprise and delight, they reported they had stayed after work the
previous night and worked on breaking down the problem. Jannie had even
worked up a graphic (Figure 4-5) on a large whiteboard in the break room to
illustrate the insights they had gained from spending time at the gemba.

Jannie reported that the team rotated through the agents every hour during the
day, allowing them to gain insights from everyone. Breaking the main
problem down, the team identified four subproblems; they then prioritized
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the subproblems, talking through each one’s level of urgency, importance,
and potential for expansion, by asking the following questions:

. Does it need to be solved now?

« What would be the consequences of forgoing work on it?
- What is its overall contribution to improving the situation?
« What will happen if we continue to ignore it?

The team’s analysis verified that the Service Request Intake process was the
biggest issue, since all the problems seemed to originate from there and were
compounded downstream from that area. Randy noted he thought the Point of
Service process was second, because a lot of tickets were not entered into the
system, and half the time, the staff could not read the service agent’s
handwriting. Getting service agents to come back to the garage to clarify a
ticket was like pulling teeth. Donna noted that the loaner department
experienced similar issues with scheduling. New Horizons needed better
communication and coordination between the areas within the service
department to ensure they were working as a team.



75% of the vehicles brought in for
service experience service ticket
processing errors

Loaner Car Delivery Prep
Scheduling process

Request for Lack of follow-up Cars not being

loaner not being with customer properly prepped
entered into when car is before delivery
system not available to customer

Service Request Point of Service
Intake process process

Tickets not Tickets not Additional work Service tickets
being properly printed out for added to tickets are not legible
entered into final review by without customer at time of

the system customer authorization service

Since all the issues begin when the customer
calls to setan appointment, this is
the highest priority problem.

Figure 4-5. Step 2: Break down the problem (Plan)

Turning the whiteboard around to display another diagram, Jannie revealed
the team had also documented the Service Request Intake process (Figure 4-
6). The graphic showed a combined representation of what all of the service
agents were currently doing. The team came to the consensus that the point of
cause was when the ticket was initiated, which could either be using the
service ticket system or by hand, since there was no standard set requirement.
About 75% of the service agents preferred to skip using the system, because
writing the tickets out by hand was faster and easier. A few had also said that
because they were relatively new, they had not received any training on the
system, and with the demands of their job, it was easier to write them out by
hand than to enter them into the system.

The team also found that customer calls were randomly routed to the next
available service agent. If agents were not on the phone, the automated

system rang their desk phone until someone picked up. That might mean a
customer could be rerouted up to seven times, and if no one picked up, the
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call then went to the receptionist or cashier. In other words, the team had
found a lot of room for improvement in this process, as shown in Figure 4-6.

Customer calls
for service ) Transfer call to
service agent

> Enter customer
information

New service
request?

Enter vehicle
information

Initiate service

ticket Enter service

requested
Cause

information Check for

available cars

Set appointment
date

Enter loaner data

Rental car
needed?

No

Figure 4-6. Current state for the Service Request Intake process at New Horizons

Nancy stood up and moved to the whiteboard. She restated what the team had
told her, then said, “So if I’'m hearing you correctly, if we were to isolate the
point of cause, it would go something like this, right?” as she wrote

the following:

Service request calls are randomly routed by the automated phone system to the
first available person in the service department. That person then becomes
responsible for entering and completing the service ticket (either within the
service request intake system or by generating a handwritten ticket), as well as
printing it for review and verification by the customer on the day of service,
before any work is performed.

The team agreed that the whole process felt very random; there was no means
of guaranteeing that the same agent would service the same customer from
one visitto the next, which meant that customers were not getting consistent,
personalized service. Considering that the dealership was selling high-end
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luxury brands, customers expected stellar service, but were receiving far less
than they expected from the service department.

Step 3: Set Targets (Plan)

The team was now ready to move on to the next step: setting concrete,
measurable, and challenging targets that could be objectively tracked over
time. The challenge was to think about what their ideal outcome would be if
they were to solve this problem, and then ratchet that up a notch or two.
Nancy encouraged them to set aggressive targets because, after all, the team
was on a quest for perfection. The question then became what the team could
expect to accomplish from the most optimistic perspective possible. Or in
simpler terms, what outcome was New Horizons trying to achieve, and by
when?

Jim, the owner, had spoken with Nancy about getting to the root of the
dealership’s problems and addressing them within 90 days. The team decided
to push even harder than that and make the target 75 days. Having all agreed
to go after this target, Jannie drew a box above the problem statement and
wrote out the stated target (Figure 4-7).

Target

Within the next 75 days,

service ticket processing errors must be less than 10%.

Problem to Tackle

Service request calls are randomly routed by the automated phone system to the first
available person in the service department. That person then becomes responsible for

entering and completing the service ticket (either within the service request intake
system or by generating a handwritten ticket), as well as printing it for review and
verification by the customer on the day of service, before any work is performed.

Figure 4-7. Step 3: Set targets
Step 4: Perform Root Cause Analysis (Plan)

The next step was for the team to determine the problem’s root cause. This
was a crucial step, because if they ended up misidentifying the root cause, the
team would risk solving for the wrong problem—or worse yet, solving for a
symptom instead of the actual problem.

The team met in the break room again the next morning, and Nancy asked
what conclusions they had reached about possible root causes. Rick took the
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lead and turned around the whiteboard, which revealed the assessments
shown in Figure 4-8.

Service request calls are randomly routed by the automated phone system to the first
available person in the service department. That person then becomes responsible for
entering and completing the service ticket (either within the service request intake
system or by generating a handwritten ticket), as well as printing it for review and
verification by the customer on the day of service, before any work is performed.
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R Phone System
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ar 4 “or are notadequate correct’ cor. ‘te calls

Training has not been Work instructions are

provided unclear or do not exist = Root Cause

Figure 4-8. Step 4: Perform root cause analysis (Plan)

Donna explained how Jannie—who, you’ll remember, had worked with
Nancy before—had shown the team how to do the 5 Whys technique so that
they could develop a deeper understanding of the problem and identify the
root cause. They had gone through each of the causes they’d identified and
continued to ask why until they could precisely state a cause that was strictly
supported by facts. The process allowed them to identify the actual cause and
effect relationship. The 5 Whys for the root cause of “Work instructions are
unclear or do not exist” are illustrated in Figure 4-9.
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Service tickets are not being properly processed

Why are the service tickets not being properly processed?

Staff is unclear as to how to perform the Service Ticket Intake process

Why is the staff unclear about the Service Ticket Intake process?

Conflicting methods exist regarding how to initiate a service ticket

Why are there conflicting methods?

Dealership has not provided training on a standardized process
in over two years

Why has the dealer not provided training?

A standardized intake process does not exist at the dealership

Figure 4-9. Results of the 5 Whys

Donna shared that by going to the gemba, they could verify that a direct
cause and effect relationship indeed existed, ensuring they had the correct
root cause—or at least the one that was highest priority. When they asked the
service agents about whether they had been trained on a standardized process,
most said that the most recent training had been done awhile back by the
previous service manager, who was no longer at the company. However, that
manager had not encouraged them to use the service request intake system,
so most of them stopped using it either because it was slow and cumbersome
or they hadn’t received training on it in the first place.

“OK, well then, I guess you all have this under control,” Nancy said with a
smile as she started to get up from the table. The team looked somewhat
startled, but then realized Nancy was kidding when she said, “All joking
aside, this is great work!”

OJD AND NANCY’'S APPROACH

Later that day, Jim mentioned to Nancy that he had seen the team working in the
break room earlier. “You all were so deep in conversation that I didn’t want to
interrupt, so | just now went back in there, and your team has covered the walls with a
lot of posters. | took a moment to check them out, and | have to say, | am very
impressed.” He congratulated Nancy on her great work.



Nancy, however, noted that the work was not hers—it was the team’s. It was their
idea to post everything so that Jim could visually see their progress, and they wanted
everyone in the dealership to understand what they were doing and that they were
inviting everyone to look around, ask questions, and even contribute. Visual
management is essential when it comes to Lean methods, because TBP is a “we”
effort. Nancy reiterated that Jannie, Rick, Randy, and Donna did all that work, and
most of it was under Jannie’s direction.

Nancy also explained that she was modeling on-the-job development. She said that
eventually Jannie would be able to develop others in this manner as well, and she
could already see Rick had developed some, and Randy wasn’t far behind. She had
chosen Jannie, Rick, and Randy for a reason, and the team had been astute enough to
pull in Donna, since the loaner car program was a big part of the service department.
Nancy said that if they were going to get the dealership off probation and avoid
revocation of Jim’s dealer’s license, then they were going to have to address the issues
in those areas as well over the next six months. The Service Request Intake process
was just the beginning.

Jim pondered this. “I think there are some words of wisdom in there for me as well,”
he admitted. “I’ve been so busy trying to sell and monitor our monthly sales quotas
that | forgot the entire dealership needs care and feeding as well.” He said he wanted
Nancy to walk the entire leadership team through the eight steps at the next staff
meeting, “It’s time we all start to think about our customers and how to create value
for them.”

| note this exchange here because Nancy was implementing the OJD approach from
the beginning, and she would continue to do so throughout the rest of the process,
even though the team might not have been explicitly aware of it at this point.

Step 5: Develop Countermeasures (Plan)

Now that the team had identified a root cause, they had to determine effective
countermeasures using fact-based analysis and sound judgment, all while
considering their customers, stakeholders, and the possible risks involved.
Nancy reminded them that, as in step 1, the team was limited only by its
creativity and imagination at this stage, because vetting the countermeasures
would happen next, in step 6. Step 5 was only the planning stage.

Nancy called on Donna to lead a brainstorming exercise to come up with
countermeasures. After about 15 minutes, the team generated the list depicted

in Figure 4-10.
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Figure 4-10. Step 5: Develop countermeasures

Nancy asked the team which of these countermeasures seemed most feasible.
Some looked very doable, but which one would most effectively solve the
root cause problem? She had them take a marker and put a star next to the
one that each team member thought was most feasible.

The team unanimously chose “Develop a standard Service Request Intake
process.” Nancy then proceeded to ask why.

Randy explained their reasoning: while some of the other countermeasures
were doable and good ideas, they would take a long time—the mobile app
and website form options, for example. The team had only 75 days—fewer
than that, at this point—to make an impact. Likewise, assigning a permanent
service agent and having a person always answer customers’ calls were also



good ideas, but they were just symptoms of the root cause. The
countermeasure with the “biggest bang for the buck”—Dboth for the dealership
and for its customers—was developing a standardized process.

Since the team was in agreement, the next step was to present this course of
action to the stakeholders involved and discuss the risks and benefits before
moving forward with the countermeasure. Nancy stressed that the team
needed to ensure they built consensus on the plan of action, as the decision
would impact everyone. She asked them to identify the stakeholders that
would be affected if the countermeasure was implemented.

Jannie said that developing a standardized process would affect the whole
service department, so the team needed to meet with the service agent, loaner
car, and service technician teams to get their buy-in. Rick also noted that Jim
would need to buy in as well.

“Sounds like a plan,” Nancy said. “T’ll take Jim and you all can meet with
everyone else. Let’s take tomorrow to get these meetings done, and we’ll
regroup on Friday morning.”

The next day, the team set up meetings with each of the groups and asked
them to come to the break room, which by this point the team had dubbed the
“war room.” They proceeded to walk each team through the five Planning
steps of TBP they had performed so far. Everyone was allowed to voice their
concerns or hesitations about this course of action. To the team’s surprise,
there wasn’t a single person who raised an objection or concern; they
received great comments and feedback they could incorporate back into the
plan. They expanded their knowledge of the problem and gained deeper
insight into how to solve it.

At the end of the day, Nancy caught up with the team in the war room and
asked if they could stay a little while longer to walk Jim through the plan.
They were a little surprised because the deal was that she would talk to Jim,
but by now, the team knew Nancy well enough to know that there was a
deliberate reason that always backed up her words and actions—so there
must be a reason for this change in the plan. She walked down to Jim’s office
and came back with him a few minutes later. They both sat down at the end
of the table, and Nancy asked the team to walk him through the work they
had performed to date.

Jannie kicked it off by walking Jim through the first graphic on the wall,
which showed the eight steps of the Toyota Business Practices. Pointing to
step 5, she mentioned that they were about to come out of the Plan phase and



move to implementation of the Do phase, which meant building consensus
for the plan before they started. “So we’ve met with each of the teams in the
service department and walked them through everything you see on the walls
around you. Now I’d like Donna to cover steps 1 and 2, Randy steps 3 and 4,
and Rick will close us out with step 5.”

One by one they came up and covered the corresponding graphics hanging on
the wall for each step. When Rick finished step 5, Jim stood up and started
clapping. “Great job, team!” he said. ““You have my full support to

move forward!”

Step 6: See Countermeasures Through (Do)

Nancy reminded the team that the first five steps of TBP were very important
to ensuring they were taking the right action: “Plan your work, then work
your plan for success,” which applies when using TBP to solve major
problems like the one the team was facing. The next step was to test for the
most viable countermeasure—also known as a hypothesis—iteratively and
incrementally, incorporating the feedback they gathered from each round of
experimentation and pulling it back into the process to improve upon it.

The first step was to develop the new standardized process flow, which the
team had already discussed the day before. Jannie got up and spent a few
minutes walking Nancy through their proposed process, as depicted

in Figure 4-11. Nancy instinctively saw a few places where the process
would probably need to be tweaked, but TBP is both a learning and
development and a problem-solving method. So, she’d have the team
implement the process the way it stood now to see what would happen,
recognizing that challenges represent growth opportunities.
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Figure 4-11. The Service Request Intake process

Nancy asked which service agents would be the guinea pigs to try out the
new process; Jannie replied that Terry and Andrea were game. She and
Randy would sit with Terry and Donna, and Rick would take Jan. They then
agreed to regroup at 10:30 a.m. and check their progress.

The team headed out to the service agent area and spent about 30 minutes
going over the process with Terry and Andrea to help them with the flow,
until they got the hang of it. Then off they went to test the process.

Step 7: Monitor Both Results and the Process (Check)

The two teams spent the next couple of hours testing their countermeasure.
However, it quickly became obvious that if this process was going to work,



the call-routing process needed some changes. Terry and Andrea had been
told not to alter their daily routines in any way, which meant they were away
from their desks attending to customers or in the garage receiving status
updates more than they were at their desks. The first three calls rolled over to
the receptionist, because the service agents were either on the phone or away
from their desks. When the receptionist answered a service request intake
call, that tied her up as well. Frustrated, the team decided to call an
emergency meeting to discuss the results they had observed.

Rick pointed out that, to make this countermeasure work, the team would
have to make an immediate change in how the phone system worked.
Customer callswere bouncing all over the place, and there was no rhyme or
reason as to how they got answered. The team had identified this as a
countermeasure but had prioritized it lower than the process itself, deeming it
something of a “cart before the horse” thing. Rick added, “I think to realize
the importance of the call routing issue, we needed to have a process in hand
to test. | look at it as part of the feedback and learning cycle you talked to us
about, Nancy.”

“That is a great attitude to take,” Nancy replied, “because if you had looked
at it as a failure or missing the mark, you would have also missed the
feedback and learning part. So good for you! And yes, | thought that might be
the case. But like you said, who really knows until we test it out. So what are
you proposing?”

Rick walked over to the process diagram and took out a marker. He inserted
several new steps, adjusting the process so that the receptionist now answered
all of the incoming calls. With this change, a customer’s call would be
correctly routed and assigned to the appropriate service agent. The result is

shown in Figure 4-12,
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Figure 4-12. The revised Service Request Intake process

Rick noted that it would take tech support only about 15 minutes to turn off
the auto-response system and that he would discuss the process change with
Gail, the dealership’s receptionist, as well. He pointed out that they needed to
remove her from the queue of folks that do intake, since answering calls and
routing them would become a full-time job.

An hour later, Rick had everything switched over, and Gail began to answer
all incoming callsin the service department. If it was an existing customer,
she began to ask if they knew the name of their service agent. Surprisingly,
most did or gave the name of the last service agent they had contact with at
the dealership. As the calls began to funnel in, the teams were able to observe
the service agents using the new process. Since Gail could enter this
information into the service intake system, Nancy would now be able to
monitor their workloads, ensuring customers were evenly distributed across
the six service agents.



The next major hurdle the team encountered was the service request intake
system itself. Since it was now mandatory to enter all service requests into
the system and generate a service ticket, it quickly became painfully obvious
that the majority of the service agents had no idea how to use the system.
Upon observing them struggling with the system, Gail pulled Jannie aside
and said, “I think I’m the one who knows that system the best, since I think
I’m the only one using it. I could do a quick tutorial with Terry and Andrea to
get them up to speed. If you could answer the phone, that would free me up
to work with them. Just hold their calls for now.”

Jannie agreed, and Gail spent about 30 minutes walking Terry and Andrea
through the system, with the team observing the process as well. “Jannie,”
she said, “please route the next servicecall to Terry.”

The next call came in, and Jannie routed it to Terry. Gail sat next to him with
the customer on the speakerphone, as Terry filled out the electronic form in
the system. Terry was a little overwhelmed with the new process and system,
but he handled it well and was able to get through the call. The team
observed Terry, taking a lot of notes as he worked through the process.

The next call that came in went to Andrea. Having the benefit of both the
training and observing Terry, she was able to pick up the pace a little and
finished the call a couple of minutes sooner than he did. As she hung up, the
team gave each other high fives for successfully getting through their first
two calls.

Randy had timed Terry and Andrea on each step so that the team would have
a benchmark to track the improvements. The total average time from start to
finish was about 20 minutes for Terry and 19 for Andrea, giving an average
of 19.5 minutes. The team decided it would be useful to track their times
through the process and see what their average was consistently.

The team spent another hour with Terry and Andrea; then it was time to
regroup with Nancy in the war room. When they arrived, she was already
there with Jim. Sensing the team was a little surprised by his presence, she
explained that she had invited Jim to listen to their feedback so that he could
help make any decisions they might need as to next steps.

The team spent the next 15 minutes with Nancy and Jim, briefing them on the
results from the experiments they performed with the Service Request Intake
process. Jannie wrote their conclusions on the board:



1. The call-routing system is impersonal, and the routing algorithm does
not fit the business outcome of personalized service from a luxury,
high-end auto manufacturer.

2. The service agents lacked the training needed to enter tickets into the
service request intake system.

3. The system was slow, and the agents spent a lot of time waiting on the
screens to refresh between steps.

4. The average time through the process was 19.5 minutes. Over half that
time was spent waiting on the system to refresh the screens.

5. The agents’ level of customer service was inconsistent. To ensure a
consistent level of service, they might benefit from receiving customer
service training.

Jannie reminded Jim and Nancy that the team had already implemented
countermeasure #1 and received positive feedback from customers along the
lines of “It’s nice to call in and talk to a human” and “Thank goodness I don’t
have to be bounced around because of that awful automated system.”

Jim was impressed with the team’s progress, so they decided to regroup in
the morning and discuss standardizing the process in step 8.

The team filed out of the war room, but Nancy hung back to speak with Jim.,
She confided that she had not wanted to put him on the spot in front of the
team, but to get the results he was looking for, the team needed to tackle
countermeasures #2 through #5 before standardizing and implementing this
process. The intake system was painfully slow; the average customer was not
going to want to spend at least 20 minutes on the phone to schedule a service
appointment. She thought it was crucial that they make the necessary changes
now: the hardware was old and out of date, and the service agents needed
professional customer service training. The cost for the training and the
changes would be $50,000, and the software and hardware could both be
installed next week. Nancy also recommended a colleague, Lisa, who could
conduct the training.

Jim thought that $50,000 sounded like a lot of money, but he also recognized
that he really didn’t have much of a choice. He agreed it was time to invest in
the company’s future.



Step 8: Standardize Successful Processes (Act)

The next week saw a lot of activity in the service department. IT worked with
the software vendor to update the system, and Nancy worked with Jannie to
replace all of the computers throughout the department with faster models
that met the software vendor’s specifications. Additionally, all of the service
agents received customer service training from Nancy’s colleague Lisa after

work on Wednesday afternoon, and process and system training on late

Thursday afternoon, which was traditionally a slow time for them. The final

process that was implemented is depicted in Figure 4-13.
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Figure 4-13. Final Service Request Intake process

On Friday morning, when the service department opened its doors, the
service agents performed like a well-oiled machine. Calls were being routed,
tickets were being entered into the system, and customers were leaving with
smiles on their faces. That day, Nancy didn’t receive a single complaint, and
things continued to improve over the next two weeks. The team continued to
meet every day as they monitored progress and determined who needed a
little extra help with the system or process to ensure things continued to run
smoothly.

The next day, Jim got new numbers from the auto manufacturer on customer
satisfaction and processing error rates. He was ecstatic: over the last month,
New Horizons’ net promoter score had increased 25 points, and the error
processing rate dropped 40 points. The manufacturer said it was the biggest
single monthly drop they’d ever seen for any dealership since they began to
keep those stats five years prior. That day, Nancy posted the report in the war
room. She called the team together and informed them of the results. There
were a lot of woot woots, high fives, and fist bumps among the team
members.

“We’ve made great progress, team. You should all be very proud of what
you’ve accomplished,” Nancy said. “So let’s get to work to figure out how
we can drop the rate by an additional 25 points this month to hit our target of
less than 10% within the next 30 days.”

At that point, Randy chimed in and said he had some ideas on how to make
the handoff between the service agents and service technicians smoother,
which might help lower the rate even more. Donna added that they still had
issues in the loaner car program as well.

“OK, team,” Jannie said, “then let’s get to work!”

As well as Nancy’s team was performing, not everyone was on board: she
had been observing her service agents throughout the eight steps of TBP, and
everyone except for Angela had participated and helped to improve the
process, as well as trying their best to adjust to the new system. However,
Angela was still writing tickets out by hand, showing up late, and leaving
early. It was clear to Nancy that Angela was not going to make the cut, so
Nancy had to make the tough decision to let her go. Again, it wasn’t an easy
decision, but it was necessary. A Lean enterprise needs buy-in across the
board to work, and as a Lean leader, it is up to you to make these kinds of
decisions for the greater good of the organization.



Using OJD to Develop Others

Hopefully, this case study has shown you how the TBP steps can play out
when implemented. | also want to point out that since Jannie had been
through several TBP initiatives and knew the process well, it might be time
for her to assume the role of the OJD student at the end of this first iteration
of the eight steps of the TBP process; it’s time for her to learn to coach and
mentor other developing leaders, like Rick, Randy, and Donna. Nancy would
be the most likely candidate to be Jannie’s OJD teacher. And hopefully you
recognized the opportunities Nancy provided to her to develop her abilitiesto
independently lead the team wherever possible, as the team moved through
the eight steps of TBP.

An OJD student is expected to coach and mentor a developing leader who
either is leading a TBP team or is an individual contributor. Through this
process, the student becomes the master and the master becomes the student,
as they are also mentored and coached by their teacher.

In this manner, the developing leader is likened to being an apprentice who
learns their craft under the wise guidance and watchful eye of a master
craftsperson. Learning is accomplished by doing, not by merely sitting in a
classroom and being lectured to. There isa time and place for that, and
classroom education is important, but at some point you must learn by
actually “doing”—by being mentored and coached by a master teacher
through your process of trial and error, allowing you to learn and grow along
the way through feedback, which is the most direct way to master your craft.

However, keep in mind that before you can begin OJD, you must first master
TBP; it’s a prerequisite. By first practicing and honing your TBP skills, you
not only learn TBP but also how to lead kaizen or continuous improvement
teams, developing both yourself and team members along the way. The final
assignment for OJD students is to act as the teacher within their workplace, to
mentor and coach a potential leader through leading a TBP improvement
effort. Using the four steps of OJD, it’s now your turn to act as the sensei,
both receiving and giving feedback and coaching from your teacher, as well
as giving it to the leader you are developing. Let’s take a closer look at the
four steps involved in OJD, which again follow the PDCA cycle.

Step 1: Pick a Problem with Your Team (Plan)

Based on the strategic goals of the organization, the TBP team leader and
OJD student (or aspiring coach) must pick a problem that ties into the



company’s overall goals and also challenges and stretches the skills and
abilities of both the leader and the coach. Going back to our case study,
Randy had mentioned that he had some ideas on how to make the handoff
between the service agents and service technicians smoother, which might
help lower their processing error rate even more. In this situation, Nancy
would act as Jannie’s OJD coach and Jannie would be the OJD student, while
Randy would be the potential TBP leader in training.

Step 2: Appropriately Divide the Work Among Accountable
Team Members, Making the Direction Compelling (Plan)

The TBP team leader (Randy) being coached by the OJD student (Jannie)
must understand the crucial tasks and targets required to accomplish the
improvement effort. Then, both must convey the purpose of each objective to
the team members, allowing them to determine how to perform the work in
both a meaningful and achievable way, challenging and stretching their skills
and abilities. As the OJD teacher, Nancy observes Jannie and provides
feedback on her performance, helping her to grow and challenging her to
make sure the team grows and learns as well.

Step 3: Execute within Broad Boundaries, Monitor, and
Coach (Do and Check)

This is the phase in which the leader (Randy) and team execute the steps
within TBP. The leader must constantly observe how team members carry
out the work, understanding what issues they’re dealing with and what 1s and
isn’t going well from a people and process perspective. Jannie, as the OJD
student, coaches Randy in understanding and identifying corrective steps to
improve both individual and team performance to ensure a successful
outcome. Nancy again, as the OJD teacher, observes Jannie and provides
feedback on her performance while interacting with Randy’s team.

Step 4: Feedback, Recognition, and Reflection (Act)

If the TBP leader (Randy) or team ventures near or just beyond the
established guardrails or boundaries set for the effort, Jannie, the OJD
student, has the opportunity to perform a course correction by using a
teaching moment to get them back on the right track. This practice allows
Jannie to observe how a leader or team experiences failure, digests it, and
understands it to move on as quickly as possible to continue the search for
what does work. Also, both Randy as the leader and Jannie as the OJD
student must ensure they are both providing adequate feedback when



evaluating team and individual performance, supplying recognition when the
goal is achieved. They both must ensure they are having honest and direct
dialogues regarding individual performance.

The final evaluation is a 360-degree one based on both the OJD student’s
(Jannie’s) reflection of their own performance and feedback from the person
(Randy) that was coached and mentored and from the teacher (Nancy) or
sensei. A simple grade of pass or fail is given. If you’re the OJD student,
receiving a passing evaluation means you’re now able to lead TBP teams and
act as an OJD coach. A failing evaluation means you will need to go back
and begin again with another potential leader. In either case, the feedback
received is fed back into your development plan, as you continue to work
with your sensei to further develop and hone your leadership abilities.

Conclusion

Lean enterprises need Lean servant leaders who can help evolve an
organization into a consultative, service-oriented place in which everyone
participates and contributes to achieving the organization’s mission, vision,
and value proposition. Lean servant leaders play a linchpin role in the
development of individuals and teams by respecting their people and
practicing kaizen. They naturally—and continually—play the roles of
teachers, mentors, and coaches who create a safe space in which problem
solving through listening, observing, experimentation, and learning from
mistakes is not only acceptable but encouraged. They think with a kaizen
mind and understand it’s not a “one-and-done” event because continuous
improvement is a way of life. The quest for perfection through the removal of
waste is never-ending, and there’s always room for further improvement.
You can hone your problem-solving abilities by mastering the TBP method
and then moving on to OJD to form a two-step Lean servant leadership
development system. With OJD, TBP master teachers (or senseis) teach and
develop potential leaders in an apprentice-style fashion, learning through
hands-on application and by solving real-world problems. Learning happens
best at the gemba, or where work is performed. Lasting change happens when
it’s initiated and instigated by those closest to the work. Through the use of
this system, leadersfirst learn to serve and then can develop others to lead,
ensuring a steady stream of leadership talent within the Lean enterprise, well
into the foreseeable future.



Now that we’ve addressed developing yourself as well as others, we can turn
our attention to developing a customer-centric approach for the
Lean enterprise.
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Chapter 5. Leading Outside In

Do you consider your company to be customer-centric? Do you think about
satisfying your customer regularly? Are you providing high-quality customer
service after each purchase to drive repeat business, customer loyalty, and
increased profits? These are all questions you should be routinely asking
yourself as a Lean leader because Lean is all about being keenly focused on
creating loyal and satisfied customers every day.

However, the determination of true value doesn’t come from inside your
company. Value is determined by your customers. Therefore, taking an
outside-in or customer-focused perspective is fundamental to creating an
excellent customer experience that results in high customer retention rates.

But what does it mean to be truly customer-centric? It means you care about
every interaction you have with your customers, from initial inquiry to a
purchasing decisionto servicing the product/service afterward. You must
always be thinking about how to add value-creating interactions that
differentiate you from your competition. Your ultimate goal is to create a
customer for life by building intimacy and fostering familiarity. In the end,
you achieve long-lasting and valuable relationships on both sides, ensuring
your product/service creates high levels of customer satisfaction on a
repeated and continuous basis.

This chapter will explore strategies for putting your customers squarely in the
center of your business by understanding who they are, what is important to
them, and how you can bring their wants, needs, and/or desires to the
forefront through the creation of exceptional customer experience every time
they interact with you.

Measuring Success in Customer-Centric
Companies
At this point, you might be asking yourself, “But how do I go about figuring
out and then measuring whether or not my company is truly customer-
centric?” There are three important metrics that you must track and monitor
to help you find these answers. They are:

« Churn rate

« Customer lifetime value



« Net promoter score (NPS)
Churn Rate

Acquiring new customers is very costly, not to mention time-consuming, and
it’s becoming more and more difficult as global competition heats up. Many
leaders are realizing that it’s more cost-effective to focus their attention on
maintaining their existing customer base, known as customer retention, than
itis to constantly go out and find new customers, referred to as customer
acquisition. According to the Harvard Business Review, bringing in new
customers can cost 5 to 25 times more than keeping existing ones, and
increasing your customer retention rates by just 5% can increase profits
anywhere from 25% to 95%.1 A 2% increase in customer retention has the
same effect on profits as cutting costs by 10%, as well as experiencing about
a 10% customer churn or turnover rate each year.2 The end result is that
companies with higher retention rates grow faster because they’re acutely
focused on understanding why people leave, as well as why they stay.

Your churn rate is rather easy to calculate. It’s the number of customers who
left in the last 12 months divided by the average number of total customers
(during the same period). It’s an invaluable metric to help you understand
when you should be concerned about your customers’ behavior, why they’re
coming or going, and the underlying reasons for both situations. This allows
savvy leadersto either make course corrections or continue to do more of
what they’re doing to lower churn rates, which signals higher levels of
customer centricity, because this metric is measuring how well you’re
managing your customer relationships. Once calculated, ask yourself these
questions to effectively analyze the situation:

« Do you understand your customer churn rate?

. s it trending up or down?

« What steps do you need to take to stop a downward trend?

- What things do you need to continue to enhance to keep an upward
trend going?

Calculating and then watching this metric frequently tells you whether you’re
headed in the right direction, as well as whether any course corrections are
required.


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#ch05fn1
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#ch05fn2

Customer Lifetime Value

CLV represents the total amount of money a customer is expected to spend
on your products/services over their lifetime. It’s crucial to know this metric
when making decisions about how much money to invest in acquiring new
customers and retaining existing ones. It’s calculated by taking the average
value of a purchase multiplied by the number of times the customer will buy
each year multiplied by the average length of the customer relationship (in
years).3 This metric gives you a benchmark as to how much profit is
associated with a particular customer relationship or segment. It also aids in
understanding how much you should invest to maintain this type of customer
relationship.

For example, as a business traveler, I’'m a loyal customer of a well-known
global hotel chain. If | stay an average of 100 nights a year and the hotel
makes $100 profit on each night, then that amounts to a total profit of
$10,000 a year. I’ve been a loyal customer for 10 years now, which means
my CLV to date is $100,000. When you look at it in these terms, the hotel
chain should be working hard to retain my business in comparison to the
leisure traveler that might stay 5 nights a year over 10 years, which is a CLV
of $5,000. Again, when you think about it in these terms, it’s easy to see
which customer the chain should be heavily investing in. So if the chain for
some reason loses 100 business travelers with similar CLVs, that means $10
million in lost profit!

Calculating the CLV for different customer types or segments helps you to
apply sound business judgment to determine:

« How much you should spend to acquire similar customers and still
have a profitable relationship

- What kinds of products/services customers with the highest CLVs want
« Which products/services have the highest profitability

« Who your most profitable types of customers are
Net Promoter Score

NPS is an index ranging from —100 to 100 that measures the willingness of
customers to recommend a company’s products/services to others. It’s used
to understand and gauge a customer’s overall satisfaction level and brand
loyalty. It’s calculated by asking customers one crucial question: “On a scale
of 0 to 10, how likely are you to recommend this company’s product/service


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#ch05fn3

to a friend or colleague?” Based on their answer, customers are classified into
one of three categories:

1. Detractors score lower or equal to 6. These are people who probably
won’t purchase your product/service again for whatever reason and
could quite possibly damage your company’s reputation through
negative word of mouth.

2. Passives give a response of 7 or 8. They’re neither overly negative or
positive about your product/service and could easily be lured away by
what your competitors have to offer, if given the opportunity. They’re
less likely than detractors to spread negative thoughts or feelings by
word of mouth, but they’re not enthusiastic enough to say anything nice
either.

3. Promoters respond with either a 9 or 10. In short, they love you and
your product/service and consistently make repeat purchases, and
enthusiastically sing your praisesto all those who will take the time to
listen to them.

To calculate your NPS, you simply subtract the percentage of customers who
are detractors from the percentage who are promoters, which generates a
score of between —100 and 100. If all of your customers scored lower than or
equal to 6, that leads to an NPS of up to —100. If all your customers answered
the question with a 9 or 10, then the total score would be closer to 100.

Recently, NPS has come under heavy criticism because it’s such a simplistic
measure of customer satisfaction. On its own, it doesn’t tell you much, since
the true yardstick would be measuring yourself against your competition. It’s
best used over a period of time to gauge whether you’re trending up or down.
Also, the old phrase “The squeaky wheel gets the most grease,” applies here.
That is, customers who are most dissatisfied are more likely to respond to
your survey. So keep this in mind as you calculate and apply the NPS to your
customer satisfaction levels. Finally, low NPS scores can tell you there’s a
problem; however, they do little in the way of pinpointing the root causes.
It’s up to you to dig deeper into the problems and issues, using other means
like TBP or customer experience journey mapping (CXJM), which we will
discuss later in this chapter.

So, in taking a look at these three metrics, it becomes very easy to judge
whether or not your organization is truly achieving customer centricity. The
numbers don’t lie—You just have to be brave enough to calculate them and
then make the appropriate business decisions and actions to reverse adverse
effects through countermeasures, or to stay the course in the case of more



positive metrics. It’s all up to you to lead the charge toward customer
centricity!

Zeroing In on Your Target: Customer Experience

Customer experience (CX) is defined as the sum total of all interactions
across all channels your customers have with your organization. It
encompasses all end-to-end, front-, middle-, and back-office processes that
ultimately influence customer perceptions and beliefs, forming either
positive, neutral, or negative thoughts and feelings regarding your
product/service.4 It’s critical to have a view of the entire CX, not just
individual interaction points, from the initial contact all the way through to
troubleshooting and servicing after the purchase. The benefits of
understanding your customer and the complete end-to-end experience include
increased customer satisfaction and employee satisfaction, reduced churn,
and more revenue to your bottom line, which increases your overall
competitive advantage through delivering both business and customer value.

But how many companies deliver an excellent CX? Unfortunately, not many.
This was the conclusion reached by a study conducted by the Temkin Group.
They found that the number of companies that scored either a “Good” or an
“Excellent” rating was down from 45% in 2017 to only 38% in 2018.5 Upon
further investigation, this shift occurred because customers have come to
expect a great experience from the companies they interact with, not just
occasionally but every time they interact with them. They’re starting to take
for granted that their experience with a company should always be excellent,
and that trend is expected to continue as the bar continues to rise in the
coming years. This means that tying all of these interactions and touchpoints
together into a cohesive messaging and branding campaign across your entire
customer experience life cycle (CXLC) is more important than ever.

Understanding the Eight Stages of CXLC

CXLC includes all the stages a customer goes through in interacting with
your product/service. Figure 5-1 illustrates the eight stages of a typical
CXLC: Awareness, Research, Evaluate, Purchase, Onboard, Service,
Advocate, and Dispose/Repurchase.
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Figure 5-1. The eight stages of the customer experience life cycle

Awareness

Realizingthere’s somethingyou want, need, or desire and that it’s
missing from your life is how the buying process begins. There’s a void
or gap that needs to be filled, whether you’re solvinga problem, filling
a business or personal need, or lookingto make your life easier or
more enjoyable. Thisis the trigger that starts the buying process.
Research
Performing a product/service inquiry to determine what’s currently
availablein the marketplace and which one might satisfy your want,
need, and/or desire, often via online searches, in-person
vendor/merchant location visits, social media investigationsor
inquiries, conversations with friends, neighbors, and colleagues, and
so on.

Evaluate

Evaluating the options that are out there by asking questions and
finding answers to ensure the potential product/service you might
choose fills the existing need or gap; your questions might include:

« How do the different products/services compare?
« Is one better than the other in filling the gap?
« What do other people think of each product/service?

You might also reach out to the merchant or use social media and
conversations with friends and family to discuss or weigh the pros and
cons of purchasing, or you may go to look at or touch a product, or you



might speak to a company representative or salesperson in some
manner, say, by telephone or in person.
Purchase

Making a buyingdecision. Thisis the point of purchase, when you now
own the product/service.

Onboard
Puttingthe product/serviceinto everyday use, by which the customer
becomes a consumer and determines whetherit does or doesn’t
generate value.

Service
Getting help when something goes wrong or the product/service
malfunctions and requires repair or service to returnit toits original
working condition.

Advocate
Being a supporter of the product/service to the point that you would
recommend it to other people or could possibly make repeat
purchases, if you’ve derived value from it.

Dispose/Repurchase
Disposing of or disconnecting from the product/service or possibly
repurchasingthe same or different products/services from the
company, either at its “end of life,” because it has served its purpose,
or for some otherreason, like beingdissatisfied with its quality level or
receiving poor service.

Considering the type of experience you want to build and maintain across
these eight CXLC stages allows you to get a complete picture of the CX and
how you want it to develop and unfold as you interact with current and
potential customers, known as your customer experience strategy (CXS). It’s
also crucial for establishing, maintaining, and retaining customer business
and loyalty to your brand, instead of having to go out and continuously
acquire new customers. Understanding the experience you create does
translate into tangible benefits. Forrester found that leaders who spend the
time to understand these experiences enjoy, on average, a growth rate of 17%
compared to a growth rate of only 3% for those who don’t.6 That should be
enough to get your attention and convince you that your CXS is a crucial
element to the overall health of your company and well worth your time and
energy.
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Identifying Customer Personas

The first step in developing an effective CXS is to humanize your customers
by bringing them to life so that you understand how to build that connection
from a behavioral and emotional perspective. In his book The Inmates are
Running the Asylum (Sams), Alan Cooper describes how the creation of what
he calls “archetypes,” also sometimes referred to as either customer segments
or personas,7 are helpful inidentifying and describing common
characteristics. These characteristics can include behaviors, tasks, goals, and
emotions present among all potential customers that are relevant within a
given market segment as they make purchasing decisions. In short, they’re
fictitious representations of real people and their characteristics, behaviors,
and emotions. Having a clear mental picture of an actual customer persona,
instead of some vague notion of who your customer might be, goes a long
way toward helping you make informed business decisions. By personifying
your customers, you give them depth and can take into consideration the
multiple dimensions of humans so that you can spot relationships and
patterns to truly understand what attracts and retains them. This view of your
customer then becomes a crucial asset when undertaking efforts to develop
and implement:

« Branding and messaging
« Customer market segmentation
« Omnichannel selection strategies

« Marketing and sales efforts

« Omnichannel content development activities
Developing Relevant Customer Personas

Personas are derived through studying and interviewing real people while
conducting market research that is captured on a one- or two-page description
that can include behavior patterns, goals, skills, attitudes, emotions, and
environmental factors, along with a few fictitious personal details to bring the
persona to life.s Figure 5-2 depicts a persona template that you can use.
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First Name, Last Name

AGE: GOALS PERSONALITY

OCCUPATION:

STATUS: + What goals does this persona hope to achieve? Extrovert Introvert

LOCATION: + What tasks do they need to complete/perform? -

EDUCATION: + What ambitions, hopes, and/or dreams do they have? Sensing Intuition
« What experiences elicit what emotions? .

TIER: Thinking Feeling
ARCHETYPE: FRUSTRATIONS Judging Perceiving
+ What frustrations is this persona trying to avoid?

« What obstacles are present that keep them from their MOTIVATIONS
goals? Low High
« What emotions are elicited out of these frustrations?
« How is this persona currently dealing with them?
MEDIA PREFERENCES/CHANNELS
+ Trade publications, magazines, newspapers
. + Websites, social media, mobile apps
ABOUT ME. + Television
This section should be a short paragraph to describe TECHNOLOGY
the user journey at a high level. Highlight other Low High
factors listed on the persona and incorporate them in | IPEAL EXPERIENCE
;ah;ealo-::reflzl‘:lserggfétbased on how they would use + What product features would cause this persona to
P P . make a buying decision?
+ What would bring him/her back to buy again?

Figure 5-2. Customer persona template (large format version)

Going back to the New Horizons dealership case study from Chapter 4, after
much discussion and after conducting a lot of quantitative and qualitative
research on the different types of people that buy this particular make of
vehicle, the kaizen team decided to focus on owner types, which seemed to
make the most sense. As a result, they identified the following five unique
customer personas:

1. Luxury sedan owner
2. Sports coupe owner
3. SUV owner
4
5

. Truck owner

. Van owner

The team decided to prioritize the list by customer lifetime value (CLV),
ensuring that the most value-generating personas get the right level of

attention as they move forward. Then they went on to develop all of the
detailed customer personas. The sports coupe owner persona is depicted

in Figure 5-3.
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Cynthia Reagan

AGE: 45 GOALS PERSONALITY

OCCUPATION: Attorney It Introvert

STATUS: Divorced + Continue to build my practice and grow my client base Extrove ntrovel

LOCATION: Dallas, Texas + Sell my house and move closer to my office : »

EDUCATION: Post Graduate, J.D. + Work on cultivating a personal life to meet new people Sensing Intuition
+ Go on a European vacation: France, Italy, and Spain

TIER: Luxury Thinking Feeling

FRUSTRATIONS
ARCHETYPE: Sport Coupe Owner Judging Perceiving

+ | just don't have enough hours in the day to get things

ABOUT ME: done in my personal life

E"e"s‘"‘:e';'?e"red my + Right now | am not handling everyday life things very MOTIVATIONS

:gg :}:;’:eeﬁs |‘\i.vkeey‘ears well and | feel disorganized and chaotic Low High
don't have a free moment + | wish it was easier to interact with the dealership to

to myself. So, | have very simplify the service and repair process

little time to deal yw\th

things like shopping or MEDIA PREFERENCES/CHANNELS

servicing my roadster.

Especially now that | am + The Wall Street Journal, New York Times, Harvard

single again, there really
just aren't enough hours in

the day Right now, it is overdue for an oil change at 15,0000

Business Review, Dallas Morning News
« Linkedln, Facebook, Twitter, Instagram

miles, but | just don't think about scheduling a service * CNN, MSNBC, Bloomberg, Showtime, Netflix, Prime TECHNOLOGY

appointment until after the dealership is closed. I'd Iike to have Low High
after hours access when making a service request, as well as IDEAL EXPERIENCE 9
be able to track the work being done and the associated cost.

Last time, the dealership didn't even call me when it needed + Be able to schedule service requests 24/7

more work, which was upsetting. And when the car is ready, it « Get service updales texted to me as the work is done
would be great to receive a text notifying me they are done so . . .

that | could just run by and pick it up. O better yst. they could Provide pick up and drop off services

drop it off to me. | am so busy these days that it just doesn't + Beable to pay online, without ever going to the garage
seem like | have enough hours in the day. + Receive notifications on new products & services

Figure 5-3. Sports coupe owner persona (large format version)

In New Horizons’ situation, writing personas as the first step in the CX
process makes a lot of sense. The team seeks to understand what vehicle
owners want and how they think about and make service requests. In
Cynthia’s situation, she’s a busy professional with very little free time. Being
newly divorced, she’s in the process of getting her life back in order and has
no time to think about things like servicing her car, though she understands
that to keep her high-performance sports coupe running well, it needs to be
serviced and maintained, which impacts both her motives and her behaviors.
However, since the car is still under warranty, she understands she needs to
take it back to the dealership where she purchased it for service to maintain
the integrity of her service and repair record. But she is frustrated because the
dealership just doesn’t seem to understand the needs of its clientele, with the
service department being open only from 8:30 a.m. to 5 p.m., Monday
through Friday. Those are not convenient hours, since leaving work is
difficult for her during the day. The event trigger here could be either
opening her own practice or becoming divorced. Either way, it means she has
less time to get things done outside of normal business hours. The behavior
motive is ease of access when taking her car in for service. Life doesn’t
happen ina vacuum, and discrete, independent behaviors are few and far
between. So remember to think about the events, interactions, and
dependencies, as well as the behaviors and motives.

Keeping Personas Simple

The opposite of not creating personas at all is creating too many. The general
rule of thumb is seven personas, plus or minus two, for any given
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product/service. If you find yourself creating more than that, try to combine
or eliminate a few to reach an easy-to-maintain level. Remember: keep it
simple.

Along these lines, | once worked with an organization that told me they had
35 personas—and yes, that was for one product line! The look of horror on
my face must have been evident because the product manager | was speaking
with then stammered, “Well, we are trying to pare that down some. The UX
folks keep the list, and they’ve been working on it for some time now.”
However, when | asked the UX director for the list, he had no idea what |
was talking about, and unfortunately, this was not an isolated incident. I’ve
had the same conversation over and over again during the last couple of years
as I’ve worked with leaders on their CXS.

So remember that the good old rule of thumb, 7 +/— 2, is there for a reason.
That means five to nine archetype personas are all an entire company (or
division, depending on its size) should develop. | tend to gravitate toward the
lower levels myself because many of the ones you identify can be rolled up
into categories, such as “clerk.” There are many subtypes or categories within
this persona, such as legal clerk, finance clerk, and human resources clerk,
but they’re all clerks who perform the same general functions, just in
different disciplines. Common sense must be applied when developing
personas, to guard against going hog wild. And remember that whatever
number of personas you develop, they must all be maintained, which requires
periodically investing time in revalidation and verification to ensure your
customer demographic hasn’t changed.

Once you’ve identified your personas, as you develop possible
product/service ideas, requirements, or additional customer channels, you’ll
use them to understand the CX journey they will take as they interact with
you across your CXLC.

Designing Customer Journeys That Matter

Customer journeys are individual interactions that a customer has with your
organization across a channel, involving the touchpoints or “moments that
matter” that result as part of that journey within the CXLC. Well-written
customer journeys are a strategic planning and prioritization tool you can use
to capture your customers’ perceptions, needs, and expectations. They assist
you in seeing and assessing the gaps in your customers’ experience between
touchpoints and within channels so that you gain an awareness of where you



need to improve and optimize their experiences. Then you can effectively
invest the time, energy, and money where they matter the most and have the
greatest impact.

The business benefits of performing CXJM are numerous, as proven by a
recent Aberdeen Group study, which found that companies with a formal
program realized the following year-over-year growth statistics:

. 18 times faster average sales cycles
« 56% greater cross-sell and up-sell revenue
10 times improvement in customer service costs

. 5 times greater revenue from customer referrals
« 54% greater return on marketing investment (ROMI)g

Being mindful of the experiences your customers have with you and
optimizing them across your CXLC isa must for Lean leaders nowadays.
However, the same study found that only 26% of companies have a formal
CX program,10 making instituting one a huge opportunity to create
competitive advantage for your organization. A shocking 86% of customers
are willing to spend more on products/services that offer a great CX, per
another recent study conducted by the Aberdeen Group.11 So ensuring your
customer’s experience is a positive one is well worth your time and effort.

Keep in mind, though, that a customer journey is not the same thing asa
customer experience. A customer journey is specific to a phase of the CXLC,
whereas the customer experience addresses the entire end-to-end experience.
For example, going back to New Horizons, the service request intake mobile
application that the team is thinking about building addresses the customer
journeys within the service phase of the dealership’s CXLC, such as:

« Schedule an appointment
« Drop off a car
« Pick up aloaner car

These are all from the customer’s perspective, not that of the dealership.
Keep in mind there would also be journeys within each CXLC phase, such as
“Purchase a vehicle.”

Research

« Compare manufacturer offerings
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. Research vehicle reviews
. Decide on a vehicle make

. Decide on a vehicle model
Evaluate

« Schedule a dealership visit

« Conduct a test drive
Purchase

« Negotiate the vehicle loan
. Accept vehicle delivery

And finally, 1t’s important to keep in mind that customer journeys are written
from the perspective of the customer. So you need to put yourself in your
customers’ shoes and understand how they think, feel, act, and behave as
they interact with your products/services across the CXLC. Then you can
collectand analyze their feedback to improve upon the journey and the
overall experience.

The Role of Emotions in the Customer Experience

Before we explore how to build journeys, let’s take a few minutes to examine
the role of emotions inthe customer experience. Understanding how to create
emotional connections that elicit customer brand loyalty is very important
when identifying the interactions and touchpoints you want to build across
your CXLC. Emotions play a big part in the buying experience because they
shape the attitudes that drive human decisions. A recent Harvard Business
Review study12 found that emotionally engaged customers are:

« At least three times more likely to recommend your product/service

« Three times more likely to repurchase

« Less likely to shop around (44% said they rarely or never shop around)

« Much less price sensitive (33% said they would need to be given a
discount of over 20% before they would consider defecting)

Customer loyalty is a product of emotional attachment because customers
remember what emotions are elicited as they use the product or service. Lean
leaders who win the minds and hearts of their customers outperform their
competition by 85% in sales growthi3 by focusing on creating “moments that
matter,” or MTMs, that build these emotional connections. MTMs are what
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turn the average customer into an advocate for your product/service. But how
do you figure out which MTMs inspire and elicit strong customer emotions?
There are four types you should focus on:

. What do they want to know?
« Where do they want to go?

. What do they want to do?

« What do they want to buy?

You have a wealth of data at your fingertips to help you answer these
questions and find these MTMs, and you can uncover a plethora of answers
to these questions through analysis of:

Search data

What are your customers searchingfor online when it comes to your
product/service? What types of questions are they asking? Cost?
Features? “How-tos”?

Survey data
Directly asking your customers to answer questions about what’s
important to them has always been an invaluable tool.

Interview data
What would your customers say about your product/service if you
asked them directly? Goingdirectly to the customer can be very
insightful in helpingyou understand how to create lastingemotional
connections.

Employee-gathered data
What do your employees say your customers are asking about or
indicatingisimportanttothem?The people closest to your customers,
whetherit be in your stores, online, orin customer service, are an
invaluablesource of information that’s readily available to help you
identify and create memorable experiences for customers.

Let’s now turn our attention to how to design journeys that matter, in order to
win both the hearts and minds of your customers, generating their loyalty and
creating customers for life.



Conducting Customer Experience Journey Mapping (CXJM)

When thinking about undertaking this type of effort, you must assemble a
team that has representation from all major areas of your business, such as
CX, UX, customer service, marketing, sales, service, technology, and
operations. It’s important to form a well-rounded team so that no portion of
the journey is inadvertently missed, underrepresented, or misinterpreted.
Once your team is formed, you can kick off your CXJM initiative.

STEP 1. DEFINE THE SCOPE AND OBJECTIVES OF THE
JOURNEY MAPPING EXERCISE

Whether you’re mapping your journeys for the first time or optimizing them,
you must determine the business drivers and pain points that are motivating
you to look at the journey in the first place. Ask yourself:

« What am | trying to get out of this mapping exercise?

« Is it more streamlined interactions?

. Have the trigger events or MTMs changed (expanded or contracted)?
« Do the customer touchpoints feel “rough” or lacking?

« Does analyzing customer feedback or analytics point to problems that
must be resolved in the interaction or channel?

« Does your CXS naturally flow from one phase to the next in your
CXLC?

An effective CXJIM initiative starts with defining the scope and a clear set of
goals or business outcomes. Clarify how you want to improve upon both the
CX and the overall CXS across your entire CXLC. For example, with New
Horizons, the scope of the initiative is contained to the service department,
and the business outcome that the team is looking to achieve by building a
new service department mobile app is to bring their NPS up by 25 points and
their serviceticket processing error rate down below 10%, all within 90 days
after launch. As you can see, the scope is well defined and the business
objectives are quantifiable and measurable within the given timeframe.
However, be mindful of guarding against too broad a scope, since context is
important and you don’t want to water down or accidentally gloss over
important details that have more meaning in a tighter frame of reference.



STEP 2. PERFORM RESEARCH TO ANALYZE AND
EVALUATE EXISTING CUSTOMER DATA

Conducting this type of research helps you to gain an understanding of who
your actual and potential customers are as well as providing insights on the
current CX. A recent survey conducted by the Customer Experience
Professionals Association (CXPA)14 found the top five sources of customer
data when doing CXJM are:

« In-person interviews (53%)

« In-person focus groups (41%)

« Web-based surveys (38%)

« Workshops involving customers (35%)

« Phone-based interviews (26%)
Lesser sources of data can also include:

. Call center logs

. Usability test results

. Contextual inquiry observations and reports
« Customer satisfaction reports

. Customer care reports

. Market value studies

STEP 3. IDENTIFY THE PERSONAS YOU'LL USE TO MAP
THE JOURNEYS

Based on your analysis of the data, your findings should aid you in defining a
set of baseline personas that can be for a specific customer type (persona), a
potential or target customer, or a segment of customers, depending on the
purpose of your CXJM initiative. If you recall, in the New Horizons mapping
exercise, the team defined five specific personas:

1. Luxury sedan owner
2. Sports coupe owner
3. SUV owner

4. Truck owner

5

. Van owner
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STEP 4. CONDUCT A CXJM WORKSHOP TO CREATE THE
INITIAL MAPS

The goal of a CXJM workshop is to create the initial maps that you will
continuously refine and eventually optimize as you iterate on each persona
across the CXLC, with the sole purpose of building a shared understanding of
the customer and how they interact with you during this journey. The end
result is the development of a solid CXS for each persona type. Figure 5-

4 depicts the end-to-end (E2E) CXJM template that you can use to create

Persona: Title Version: X.x

Your Text * Your Text = Your Text = Your Text

Stage 2 Stage 3 Stage 4 Stage N+1
1. Your Text 1. Your T 1. You 1. Your Te:

(- I~ -]

Figure 5-4. E2E CX journey map template (large format version)

The template consists of the following seven sections:

Customer expectations

Defines what the customer expects during each stage of the CXLC for
this journey.
CX journey
Denotes the CXLC stages thatapplyto thisjourney. You should fill this
section out with your core team in advance of your workshop.
Customer goals
States what the customer wants to achieve during each stage.
Understandingtheir goals at each stage allows you to empathize with
them to ensure you’re addressing their pain points from their
perspective.
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Business functions
Lists the areas of the business that interact with the customer during
this journey. Thissectionis important because itidentifies which
business areas require processimprovementinitiatives to addressany
issues that might be identified.

Touchpoints and emotional responses
Denotesthe MTMs and the associated emotions that are elicited from
each interaction. Thisis where you humanize thejourneyand could
quite possibly be the most important section on the whole map. Don’t
gloss over it. Make sure you truly understand both to ensure you’re
addressingtheright issues.

Overall customer experience
Displays graphically the touchpointsand emotions experienced during
each interaction. Thisis where you’ll be able to see the actual journey
your customers experience as they move through the different stages,
as well as whatis and isn’timportant to them.

Improvement ideas
Captures the possible ways the journey can be improved upon.

For workshops, what I like to do is print the template out on poster-sized dry
erase paper and then give one copy to each team so they can work with the
boards to construct their maps.

Workshop attendees and materials

Determining who attends the workshop is one of the most important
decisions. Depending on how many customers are in attendance, |
usually form three to four teams with two to three customersin each,
not to exceed five to nine customers in total. Putting more than 25
peopleinaroom is hard to manage. Make sure everyone who is
invited participates—no wallflowers allowed! Onlookersor bystanders
have an unnerving effect when people are asked to be honest or
emotional abouttheir experience. Do make sure toinclude all of the
relevant areas of your businessin each team as well asthe business
process owners to ensureyou are collectingthe perspectives of all
thoseinvolved in this journey. Stock up on pads of sticky notes and
markers for the tables as well.

Scheduling the workshop



When schedulingyour workshops, arrange them by persona, because
each workshop should be focused on one personaata time. Then
begin by reviewingthe persona you’re focusing on for this workshop.
In our New Horizons example, the team picked Cynthia Reagan, sports
coupe owner persona (Figure 5-3).

Conducting the workshop

During the workshop, you can follow this simple format for getting the
templatefilled out. Break the day into seven sections of 1 hour each,
with a halfhourfor lunch and two 15-minute breaks. Take the first 10
minutes or so to provide an explanation of the section and discuss the
content that’s beingsought. Then allowthe teams to work
independently for the next 50 minutes. Have each team member write
down their own thoughts on the notes and place them on the board in
the appropriate section. Allow 10 to 15 minutes, or untilnoone is
writing anymore. Then have the members of each team discuss the
feedback amongst themselves, consolidating the sticky notes and
writing their final responses directly on the board for the next 20
minutes. Take the last 20 minutes or whatever timeis remainingto
have a couple of the teams present their findings and discuss them
with the entire group.

The final section, Improvement lIdeas, is where the magic happens. This is
where you want the teams to let loose and use their imaginations to come up
with possible improvements that could be made to enhance the customer
experience. Challenge them to come up with ideas that will provide
competitive advantage and new and innovative ways to address the issues
identified during the workshop. Spend at least 30 minutes on discussing this
as a group to see whether any other ideas can be generated collectively.

Following the workshop, assemble your journey mapping core team and
create a single, combined CXJ map for the Sports Coupe Owner
persona. Figure 5-5 depicts the New Horizons team’s end-to-end service
vehicle CX journey map.
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Persona: Sports Coupe Owner Version: 1.0
I want to find a reputable garage or Idon’t have a lot of time to take my 1should be promptly greeted, and the | expect great service, high quality, Picking up my vehicle should be quick
LS CU LB ealership that offers high-quality vehicle in for service, so scheduling an  check in process should be simple and ~ and professionalism to gain my loyalty  and easy, and | should receive an
repairs and professional service. appointment should be simple. accurate, with items correctly done. and repeat business. accurate itemized final bill.

1. The service light on my dashboard 1. Evaluate my short list on 1. 1am greeted promptly and they are 1. | will refer this business to my 1. The deciding factor: | may/may not
has lit up, stating my vehicle needs repuf e quality, locatior prepared for my visit friends, family, coworkers, etc., if: do business with this dealership
repair and/or service sm 2. The service is performed within the * lam treated fairly and with again

2. Ask friends, family, coworkers, etc., specified timeframe respect 2. Excellent service will win my

Customer wha provides their service 3. 1am informed of and approve/ + The staff is professional business again
Goals 3. Find a few reputable garages or decline additional work * My repairs and/or service are 3. Poor service means | will go
dealerships where | can get it fixed to schedule an appointment 4. Service is done right the first time completed on time and within the elsewhere next time

4. Research each option and determine 4. Arrange for aloaner vehicle the day 5. I receive an itemized bill and am original estimate
a short list of possibilities of service walked through the work performed * Dealership is professionally

managed (clean and safe)

= | I

€ Thereissomething wrongwithmy & | am going to schedule an © The service agent was rude @ 1 would not refer this dealershipif €)1 am only lukewarm on using New
vehicle appointment at New Harizans my life depended on it. The way | Horizons again, after everything |
© MNorental car..UGHII d s i th hicle
. Speak to people for referrals © | just scheduled an appointment (rasbea ey e
Touchpoints & @ spe properly serviced and repaired
for next Monday

CULELLELCEELEE @ 1 think | found a reputable dealer
to fixit

e Stuff was added to my bill without

mry e The service manager called and
my approval . very disappointing okogied
O They also hooked me up with a

rental...scorel

@ some repairs were not performed;
1will have to take it in again

@ she scheduled a 2 appointment
to get the missed items fixed

Positive Pasitive
Overall

Customer

Experience
Negative ] Negative
1. Develop a mobile app to make 1. Make scheduling an appointment 1. Provide training to the service staff 1. Send out feedback survey on app 1. Provide push notifications when

Improvement finding information about service and arranging for a rental car 2. Upgrade the rental car system 2. Offer coupons/discounts on next next service is due
Ideas and repairs easy to find available on the app 3. Send repair progress notifications visit. 2. Call customers who have not been

4. Provide viewable bill on app 3. Do random follow-up customer calls back for aver a year

Figure 5-5. Service vehicle customer experience journey map (large format version)

STEP 5. VALIDATE THE CX JOURNEY MAP USING YOUR
CUSTOMER RESEARCH

Now that you have your combined map, you must go back and validate your
assumptions with the research you conducted in step 2 above. How do they
compare when running a side-by-side comparison? Does the data prove out
the map? If not, why? Conducting additional customer interviews or sending
out additional customer surveys to get to the bottom of any discrepancies
might be helpful.

Also, keep in mind that as you move through this process, the baseline
personas should also be continuously updated and modified as you learn
more about your actual and potential customers. If a new persona is identified
in the process, you must then organize and run another workshop to ensure
you have all of them represented.

STEP 6. PUBLISH AND SOCIALIZE YOUR CX JOURNEY
MAPS

Once you’ve finished your maps, you should publish them to a corporate site
where everyone in the organization can view them. Remember, a Lean
culture is based on continuous improvement, so put the maps in the hands of
the people that can make the best use of the information contained in them.
That could be any number of teams, from sales to operations and on through
to technology. Socialize them and incorporate the feedback from these parts
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of your organization. Be creative! You’re only limited by your own ability to
harness your imagination and put it to good use.

STEP 7. PRIORITIZE AND IMPLEMENT YOUR
IMPROVEMENT IDEAS

Finally, make good use of all of those great ideas by forming kaizen teams in
the areas where improvements have been identified. Go through and
prioritize them first, and then use the Lean TBP process discussed

in Chapter 4 to figure out how you can iterate on these ideas and bring them
to life. For the New Horizons team, they will be moving their maps to the
product development phase, which we’ll discuss in Chapter 7.

Building a Mindful Omnichannel
Customer Experience Strategy

A great omnichannel customer experience strategy (OCXS) defines the
actionable plans you must put in place to deliver a consistently positive and
meaningful experience to your customers across every interaction,
touchpoint, and channel. Its ultimate goal isto improve both the customer
experience and the relationship you have with your customers. However,
building an OCXS is a full-contact sport that must include the entire
customer-centric Lean enterprise—that is, both the customer- and
noncustomer-facing parts of the organization, collaborating together to build
a holistic strategy that requires identifying the components and then building
the processes, operations, and behaviors that support a customer-first culture.

How Do You Define Omnichannel, Anyway?

A channel is how you bring your product/service to market. Leaders can
choose to create and then operate within both traditional and digital channels.
Traditional channels include wholesalers, distributors, brick-and-mortar
stores, print, telephone, radio, TV, etc. Digital channels consist of websites,
blogs, mobile applications, email, search engines, social media (Twitter,
Facebook, YouTube), pay-per-click (PPC) advertising , and video.

So omnichannel refers to using all of these ways of marketing, distributing,
and selling your product/service in a connected way that provides an
integrated customer experience.

A great example of an OCXS is when customers enter a traditional brick-and-
mortar store but then pull out their mobile devices to look for in-store
coupons or to conduct online product research, using a search engine to find
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product information or reviews, checking YouTube for “how-to” videos, or
even sending a tweet out to get responses back on product quality and
durability. Mind you, all this happens before making a buying decision. An
OCXS, when done well, blurs the lines between traditional and digital
channels, ensuring a seamless switching back and forth through customer
touchpoints.

A multichannel experience is not necessarily an omnichannel one—it comes
down to how well all of your channels integrate across your customer
experience. That is, you can have a website, a social media presence, and
even a brick-and-mortar store, but unless the messaging is consistent across
all of these channels, that won’t be considered an OCX. And yes, all
omnichannel experiences use multiple channels, which means you must focus
on perfecting each channel and then diligently working to integrate them all
to create a well-thought-out and mindful OCXS. That means that to deliver
an integrated experience, you must work to align your product/service goals,
objectives, design, and messaging across each channel.

BMW, “The Ultimate Driving Machine”

BMW’s brand is built on the slogan “The Ultimate Driving Machine.” This is
a great example of strong branding right out of the gate. The word “ultimate,”
per the Merriam-Webster dictionary, means the best achievable or imaginable
of its kind.15 When paired with “driving machine,” it implies the best
achievable machine for driving purposes imaginable. That’s a pretty tall
claim to make. However, if you’ve ever driven one, this car truly lives up to
that image. | should know, because | owned a black BMW Z3 Roadster at
one time.

For me, the car did live up to its name, and in casual conversation, BMW’s
branding would always come up when people learned | owned one. Two
things would usually follow: the catchphrase of “The Ultimate Driving
Machine” would be uttered, or a question would be posed: “Is it really the
ultimate driving machine?” To that, [ would always answer an emphatic
“YES!” It was an amazing car to own and drive. (However, we will not
discuss my speeding tickets while I owned this car...uh hum, moving on...)

BMW has created a brand that’s very recognizable and consistent within a
context they have set and cultivated, across a series of both traditional and
digital channels. It’s truly a differentiated and interconnected OCXS.

For example, when I recently went to the BMW website, it had a flash banner
that immediately began to play at the top of the page, displaying multiple,
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high-gloss-finish models parked together on a black background. In two- to
three-second clips, you see multiple views of the different cars, both inside
and out. The rich interiors and stylish fine lines and details of each model
appear in short, accentuated glimpses. However, the camera always comes
back to one image, which is a quick, partial glance as it pans across cursive
lettering on one of the cars that says, “BMW individual manufactured.” If
that isn’t suggestive marketing, I don’t know what is, as the subtle hints make
you want to find out more about how you too can build your own
“individually manufactured” BMW.

BMW:’s Crystal-Clear Messaging

The focus is on the “BMW Difference.” Individuality, performance, style,
quality, and innovation are what they’re selling. When you own a BMW, the
manufacturer’s brand pitches a lifestyle that equals success and high
standards. You’re a discerning and unique individual who seeks luxury,
quality, and performance. That’s the messaging they’re conveying to both
their current and potential customers. And yes, you too can join this club if
you make a buying decision to purchase one of their fine automobiles. BMW
Is selling an image as much as a physical product because ultimately you
want to be associated with it. | bought my Z3 for the quality and
performance. | drove all of the other convertibles on the market at the time,
such as Porsche, Mazda, Honda, and Infiniti; and yes, driving a BMW is a
true experience. The thing that sealed the deal for me was the interior and the
overall handling of the car, which is all part of BMW’s image, product
quality, and brand reputation.

The BMW OCXS

Now, to prove there isan OCXS at work here, go ahead and open a browser
window and search for “BMW.” The results that came back for me included
YouTube, Twitter, blog posts, US and international websites, etc., as well as
your local dealer sites. If | click on the YouTube result, a just over two-
minute video of the BMW 7 series driving down the road begins to play.
Again, short, two- to three-second clips of the car from every angle inundate
me, just like the images that were on the BMW website. You can almost feel
the quality and luxury of the car in the images you’re viewing. A
distinguished older man with a five o’clock shadow stops the car and steps
out. He has parked it outside of an airplane hangar, and he is dressed in dark
jeans, a black, untucked button-down, and black jacket; he throws his black
gym bag into the cockpit, as if he intends on jetting away for a weekend
adventure, as he gets into what looks like a small Lear jet. The camera cuts to



him preparing the plane for takeoff, as the frame cuts back and forth between
the instrumentation panel on the plane and that of the car he had just gotten
out of. The implied comparison comes through loud and clear.

Just as he is about to take off, an air traffic controller tells him he is grounded
due to the storm front that is passing through the area. Disappointed, he gets
back into the car and starts it up. The scene then cuts to him flying down an
implied runway as he punches it, as if he were about to take off. As the miles
per hour on the speedometer approach 150, a rear shot of the car in the clouds
implies it i1s now flying. There’s even an angled shot as the car clears the
clouds. It has now stopped raining, and the sun is starting to peek out from
between the clouds. The video comes to an end as the music crescendos, and
the words “The 7" appear in the upper lefthand corner and “BMW” in the
lower right. There is no announcer, no parting words to tell you to go buy the
car—just the front lower- to upper-angled shot of it says it all.

The whole clip is geared toward pulling in your passion for driving a high-
performance car that’s as beautiful inside as it is out. Its craftsmanship and
luxury are built for the discerning and unique individual, and it invokes your
senses to the point that you can even feel your adrenaline building as you
watch the driver race down the runway and the car magically begins to fly!

The brick-and-mortar stores are the same. Lots of high-gloss, gorgeous cars
parked at angles on a white high-gloss floor, with the slogans “The Ultimate
Driving Machine” and “The BMW Difference” with the BMW emblem
posted on the banners overhead and on glossy floor displays. The whole
process of buying a BMW took me about two hours, from test drive to
signing the loan papers. BMW has streamlined the process because they
understand their customers are busy people who don’t have the time to spend
an entire day in a dealership, buying a car.

Taking a quick look and experiencing these different channels confirms that
BMW has an excellent OCXS across both its traditional and digital channels.
Digitally, they do an excellent job with a physical product to show you
virtually what it is like to own and drive a BMW. They have also seamlessly
carried that over to their dealerships with consistent messaging and
touchpoints across the different stages of the customer experience. Can you
say that about your omnichannel customer experience? Does your messaging
and branding carry over between channels? Are you depicting a consistent
image of your brand to your potential or current customers, across channels,
no matter the platform? Are you building rapport and empathy with them so
they can enjoy an experience like that? If the answer to any of these questions



is “no,” you’ve got some work to do if you intend on staying relevant with
your customers and competitive in your marketplace.

Considerations for Building a Mindful OCXS

Building an effective OCXS is not all about the channels or messages
themselves. It’s also about the customers and giving them a pleasant
experience by understanding who they are, what they are about, and what
they are looking for. Building empathy and rapport across the multiple
experiences allows customers to make informed decisions that build the
relationship with you, your company, and your brand. Let’s spend a few
minutes discussing some of the considerations you need to keep in mind
when building an effective OCXS.

SIMPLICITY AND FLUIDITY

First and foremost, a key element in building a successful OCXS is to ensure
the experience flows easily and seamlessly across both your traditional and
digital channels and from one interaction or touchpoint to another, producing
a pleasant and enjoyable customer experience. You must pay attention to
customers’ channel preferences, usage, and experiences that matter to them,
building your branding and messaging from their perspective, not yours. So
take the time to determine what you want the customer experience to look,
feel, and sound like across all channels, from the first impression to purchase
and support, to develop a more fluid and contextual overall experience. Ask
yourself the following questions:

Does your OCXS cover all phases of the CXLC, from initial contact
through to service and support?

Does one channel flow into the next in a consistent and meaningful
way?

How complicated it is to interact with you in a traditional and/or digital
manner?

Is it easy to find something? Make a purchase? Get help? Have
questions answered? File a complaint? Return an item under warranty?
Get service?

Are your processes straightforward and consistent across your various
channels?



REACHABILITY

Reachability means meeting and engaging with your customers where they
are right now. This is extremely important when building empathy and
generating a shared context with your customers, so that you are rewarded
with their loyalty and an increase in competitive advantage that has the
potential to lastin the long run. Engaging with them on their terms also
makes it feel more natural and less forced or artificial. It’s very important to
figure out what their engagement preferences are and then provide the right
channels to ensure you make it into their field of awareness. When evaluating
and determining reachability, ask yourself the following questions:

« What channels do your customers frequent the most?

« Do you have a presence within those channels?

« What channels have the highest rate of success?

. Is it easyto engage with you?

. Are you there when they reach out for help?

. Are you responsive when they do reach out?

« How long does it take you to respond?

. Is the experience generally pleasant?

« Do you sufficiently satisfy each customer?

. Can you effectively engage with them when they show the most
interest?

. Is it easy to initiate product inquiries or pose questions?
. Are product/service issues handled on atimely basis?
. Are customers usually satisfied with the end result?

. Are there channel combinations that are more or less effective than
others?

« Do you monitor engagement across all channels?

. What communication mechanisms are you currently using? Chatbot?
Email? Telephone?

. How effective are they at communicating with your customers?



PERSONALIZATION

Knowing your customers well is critical to understanding how to differentiate
their experiences as they interact with you and your brand. Then turning
around and using this knowledge to solve their problems and offer them
products/services they might not even realize they want, need, or desire
enhances their experience with you by uniquely catering to them. Netflix isa
great example of custom personalization because it keeps track of what
you’ve viewed in the past, so that when you log in again to watch a show or
movie on its app, the cover page is built based on your previous viewing
history. That is, a customized page is generated through the use of an
algorithm that harnesses the power of technology—artificial intelligence (Al)
and machine learning (ML)—to search for similar shows and movies that you
might enjoy watching. This type of personalization is a very powerful tool!
So when thinking about personalizing your products/services, ask yourself
the following questions:

« Does a differentiated customer experience exist, or is it more a “one
size fits all” approach?

« Areyou thinking about and addressing the different needs of your
customer segments, also known as personas?

« What customer data is easily available that’s generated through your
interactions and touchpoints?

. Can it be leveraged to create personalization or customization
scenarios?

. How can you consistently align those touchpoints with the available
data across the entire end-to-end customer experience?

- What technologies are available to assist you in automating data
collection and analysis?

PURCHASE CONVENIENCE

How easy or difficult is it to buy something from you? After all, that’s why
you’re in business in the first place...right? Take for example my recent
experience in a national convenience store (C-store) chain located inside a
major international airport. C-stores are supposed to be places where you can
pop in, quickly grab something, check out, and be on your way.
Unfortunately, there was nothing convenient or quick about this experience! |
popped in before my flight to pick up a bottled water, and as | moved toward
the coolers, | had to navigate through a line of at least 20 people who were
standing in front of the coolers waiting to be checked out. During the busiest



time inthe morning, the C-store had one register open, and the store filled up
with customers. There was so much merchandise scattered around, displayed
in very narrow aisles, that there was nowhere for a line to form except in
front of the coolers. As it grew, it began to snake around the store until the
customers standing in line were now in the way of the shoppers who had yet
to make a product selection. | looked around the store and saw another clerk
over inthe corner stocking shelves. The woman at the register had to stop
what she was doing to go get her. By the time she got to her register and
opened it up for business, many of those waiting in line had already left,
dropping whatever they were holding on the nearest shelf.

When your business model is built on convenience and ease of purchase,
especially in an airport where people have flights to catch, the last thing
customers want to do is waitin a long queue at the register. The lack of
cashier support forced them to choose between buying what they were
holding or forgoing their purchase in favor of catching their flight. And
because of this experience, I’ve found myself shying away from reentering
one of their stores, because it has left a lasting mark on my subconscious
mind. So when thinking about purchasing convenience, ask yourself the
following questions:

. Isiteasyto check out when a customer is done shopping (either online
or in-store)?

« Are product/service facts and specifications easy to find, ensuring
that customers understand the purchases they are making?

. Is navigation, either physical or virtual, simple and easy?

« Once a customer selects items for purchase, is there a way to
suggest complementary items that the customer might also be
interested in?

. Are there enough resources (cashiers, transaction services, customer
service agents, etc.) to handle the volume at peak times?

. Are your stores, websites, mobile apps, etc., built with the customer in
mind as far as “fit for purpose”?

SERVICE CONVENIENCE

In this age of empowered customers who have vast amounts of knowledge at
their fingers and many products/services to choose from, it’s becoming
increasingly important to be able to offer service support ina timely and
convenient manner—again, on the customers’ terms and at the moment they
need it the most. That means you must put as much energy into servicing
your products/services as you do during the purchase process. Great customer



service does not happen by chance. Taking a customer’s money and
disappearing is the fastest way to lose market share, especially in this day and
age where it’s easy for consumers to rate the service after the sale and give
voice to their opinions on social media channels. Keeping poor customer
service a secretis no longer possible in our connected world, which means
asking yourself these questions:

. s your service convenience strategy as strong as your purchase
convenience strategy?

« Do your customers need 24/7 live chat capabilitiesto ensure their
questions, issues, and concerns are addressed and answered any time of
the day or night?

. Do you need to create an online, up-to-date knowledge base on your
website to ensure customers have access to self-service capabilities?

« Can your customers research and resolve issues on their own?

. If they can’t resolve problems on their own, is it easy to switch to live
chat or to give your support center acall?

- How convenient is it to request and get help on your product/service?
« Do you need a 1-800 number for product/service support?

. What types of support systems need to be in place to ensure timely
resolution of customer issues?

« Do you have mechanisms in place to track the level of product/service
defects encountered after the sale?

« Do you use the data to form insights on how you can improve the
quality and service levels of your products/services?

« Does this information make its way back to your product/service
management organization?
Building a Comprehensive OCXS in Eight Steps

Now let’s turn our attention to how we can put all the things we’ve discussed
in this chapter together to build a comprehensive OCXS.

STEP 1. CREATE A CLEAR OCX MISSION AND VISION
ACROSS THE ENTIRE CXLC

The first step in developing your OCXS is to have a clear picture of who your
customer is and then work to create a focused OCX vision that acts as your
guiding principles and that can be communicated to your customers and your



entire organization. That means you must identify the customer segments you
intend to serve by analyzing the personas you’ve identified. Then understand,
empathize, and connect them to the interactions and touchpoints across the
CXLC to ensure you’re taking into consideration all the key elements that
bring your vision to life, allowing you to accomplish your mission.

Going back to the team at New Horizons, they realized that they needed to
focus on becoming a 21st-century company that builds and executes on a
vision and mission that is acutely focused on their customers, one that will
and must change and evolve. As a result, in addition to the five previously
identified customer personas, they added two more (#6 and #7 below), for a
total of seven that are important to them:

Luxury sedan owner

Sports coupe owner

SUV owner

Truck owner

Van owner

Employee

N o o bk wDd -

Community

This plays directly into the company’s very simple vision of “Dedicated to
customers and driven by excellence.” The company’s mission statement 1s
just as simple: “To become the world’s most renowned center for customer
service in the automotive sector.” And so are the company’s values, which
consist of:

« The customer is number one.
« We make things happen.

. Everyone counts.

« We think ahead.

« We do it together.
STEP 2. IDENTIFY YOUR CXLC

Once you know your personas, you can start to decompose the stages they
pass through as they interact with your organization. Think about what’s
important to them and what the experience you want to build looks and feels
like. Using the eight CXLC stages (Figure 5-1), determine which ones apply
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to your customers’ experience. In the case of New Horizons, the team
identified the following five stages:

. Evaluate
. Purchase

1
2
3. Service
4. Advocate
5

. Dispose/repurchase
STEP 3. CREATE YOUR CXJMS USING YOUR PERSONAS

Using the techniques described above, you can then use your customer
segments or personas to identify your CX journeys across both your
traditional and your digital channels by thoroughly understanding the
customer’s decision-making process. In the case of New Horizons, the team
mapped the service vehicle customer experience journey, as depicted

in Figure 5-5.

STEP 4. CREATE YOUR BRAND THAT INTEGRATES WELL
ACROSS ALL CHANNELS

Now that you understand who is important to you, you can go about the task
of creating a brand that appeals to them. But what is a brand? The Business
Dictionary defines a brand as a “unique design, sign, symbol, words, or a
combination of these, employed in creating an image that identifies a product
and differentiates it from its competitors. Over time, this image becomes
associated with a level of credibility, quality, and satisfaction in the
consumer’s mind.”16 So the first and most important task that you must
undertake isto decide on and create your brand—that is, the image,
reputation, characteristics, or unique traits you want your products/services to
be associated with.

Being given the choice to consciously mold and shape your brand is a much
better idea than allowing it to haphazardly evolve over time. So you must ask
yourself, “What type of image and reputation do I want my product/service to
have and leave in the minds of my current and potential customers?”

In the BMW example we discussed earlier, the automotive manufacturer
made a conscious choice to focus on two themes, “The Ultimate Driving
Machine” and “The BMW Difference.” Then the company built and
employed images of its cars as part of a lifestyle, which elicits strong
emotions through visualizing what it is like to be sitting behind the wheel of a
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BMW. You must think carefully about your branding because it’s something
that you’ll be known for in the long run. This branding message must be
consistently appliedacross all of your channels to ensure you are delivering a
seamless, uninterrupted, and predictable experience, no matter the platform.

STEP 5. BUILD OUT AND/OR REVISE YOUR CHANNELS

Once you have your journeys mapped, you can identify how these journeys
play out across your various channels, both traditional and digital, and then
work to either revise or build them out as needed.

STEP 6. CAPTURE CUSTOMER FEEDBACK AND GATHER
INSIGHTS IN REAL TIME

It’s extremely important to understand and gain an insightful view of your
customers to form a complete and accurate picture of their likes and dislikes,
as well as their buying habits and preferences and how they behave across all
channels.

By collecting and analyzing relevant customer data and then feeding it back
into the process, you have the opportunity to continuously evolve and
enhance their experience. This data will also help you to understand and hone
your customer personas, developing a more and more accurate picture of who
your customers are within the CXLC and what type of OCXS most appeals to
them. Of course, it’s crucial to test out the strategies you’ve created, as well
as validating them through the eyes of your customers, ensuring the
experience is seamless, simple, and free of obstacles. Some of the different
methods to gather feedback include:

« In-store apps that scan an item’s barcode, pulling up customer reviews
and offering added incentives to purchase, such as discounts or free
gifts

« Follow-up email or coupons printed on the back side of a receipt
offering a discount on the customer’s next visit or purchase

« Online surveys accessed through a code printed on the receiptand
offering a discount on the customer’s next purchase

. Customer service representative follow-up callsto gain feedback on the
product/service experience



STEP 7. PERSONALIZE THE EXPERIENCE ACROSS YOUR
CHANNELS

It’s your mission as a Lean leader to figure out what promotions, discounts,
and combination of channels are most popular and well-received by each
persona type. Determining which personas are more likely to utilize social
media channels, share experiences, post “likes” on your Facebook page, and
tweet using your hashtag about the great deals they received either online or
In your stores is priceless when it comes to furthering your brand. Figuring
out creative ways to encourage them to share can be achieved through
personalization. Also, creating memorable experiences in your traditional
channels, such as in stores, can be accomplished by adding the human touch
to the shopping experience. You must recreate the ease of online purchasing
in your physical stores, while adding to it as well, to get your customers
coming back time and time again. And unfortunately, if you don’t
accomplish this through personalization, there could very well be no reason
to step foot in your stores. There’s a vast array of technology out there that
can help you effectively tap into and exploit the benefits of personalization.

Knowing how to combine your channels to optimize the CX through
personalization is the next great wave of customer centricity. The easiest way
to begin personalizing your channels is to start with a single one that focuses
in on a single business outcome, such as driving an increase in sales within
that channel. The benefits of taking this approach include the ability to track
the results of your personalization strategy through the collection of sales
data, because there’s a direct cause and effect relationship. In this case, by
analyzing the sales data before and after the personalization efforts went into
effect, you can see whether or not your sales increased as a result of these
efforts. A single channel with a single business outcome makes it much
easier to derive insights that can be shared across your organization.

With the first channel under your belt, you can then move on to additional
channels and outcomes, such as cross-selling, migration, retention, loyalty,
etc. As you increase channels and personalization objectives, you increase the
number of insights exponentially. Using them to further understand customer
behaviors, like abandonment or bounces and why they are occurring, can
point you in the right direction regarding fixing these issues. As you become
better and better at personalization initiatives, you can then move to optimize
customer experiences by using forecasting and simulation software, as your
data and insights grow over time.



STEP 8. CONSTANTLY STRATEGIZE, MONITOR, AND
SCALE

As your customers become even more empowered inthe next several years,
having a well-crafted OCX will continue to grow in importance. That means
the amount of time you spend on strategizing, monitoring, and scaling will
also continue to grow, because a successful OCXS is not a one-and-done
exercise. It’s an area that constantly needs your attention, care, and nurturing
to reap its many positive benefits. Adopting a regular cadence to revisit your
OCXS is a must. Assembling your team and conducting weekly, monthly,
and quarterly OCXS reviews is not overkill. After all, this is your customer
we’re talking about, and being a customer-centric Lean enterprise means
there’s nothing more important to you than your customer.

However, depending on your budget, it may not be feasible for you to build a
presence in every channel imaginable. Monitoring the channels you’re in for
cost versus benefit helps you avoid squandering your resources on less
effective, underperforming channels that do little outreach when acquiring
and retaining customers. Therefore, deploying and distributing your resources
accordingly requires awareness.

Finally, any OCXS that you build must be scalable. If you’re a small startup,
you may not have the money to invest in costly software in areas like
personalization and analytics. However, that shouldn’t stop you from
building a strategy such that, as your business grows, so too will your OCXS.

Conclusion

From dealing with the customer relationship to understanding the level of
loyalty and buying patterns to interacting with your customer, customer
centricity is complicated, to say the least. The many moving parts of
customer centricity should now be apparent to you. From understanding how
to measure it to building customer experiences that matter through persona
identification and CXJM and developing an OCXS, your potential and
current customers are more than worthy of your time and attention.

To that end, we’ll now turn to the next level of Lean leadership:
leading enterprise wide.
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Chapter 6. Leading Enterprise Wide

Leading enterprise wide means fostering and achieving alignment across all
levels of the organization through the development of a centralized decision-
making framework that clearly states who you are, what you’re after, and
how you’re going to get there as an organization. It acts as your “Enterprise
True North” by rallying the entire organization around your common
purpose: the pursuit of perfection inall you do in the quest for value creation
and delivery.

Have you defined your strategic mission (why your company exists), vision
(the future state you’re trying to create), and value proposition (proposed
value you’re after)? Do the people who follow you understand your vision
and how you propose to get there through the execution of your mission?

Without a written, well-thought-out plan, it becomes nearly impossible to
mobilize others toward your common goals, known as strategic objectives.

In this chapter, we’ll spend some time discussing how you can build a
centralized strategic decision-making framework that ties your mission,
vision, and value proposition to your strategic objectives. You can then use
the strategic roadmap and release plan to mobilize the Lean enterprise toward
the realization of its value proposition. First, though, we’ll discuss the need
for aligning all areas of your enterprise, and why that’s at the heart of this
element of Lean leadership.

Recognizing the Importance of Enterprise
Alignment

A lack of alignment and collaboration has caused a lot of friction within 21st-
century companies, as they struggle to redefine their operating models
around digital products/services. Over the last ten years, as executives have
worked to grasp the impact of how technology has changed the nature of
business, how things get done, and how products/services are delivered to the
market, shadow technology organizations that report directly to business
leaders have arisen. This practice of circumventing in-house technology
organizations has become more and more common, as business leaders feel
the pressure of disruption and the need to directly control the product
development process as a result. Many technology leaders continue to
struggle to change and become more responsive to this new, more



collaborative way of working. Gone are the days when the technology
organization could independently build and deliver products/services with
little to no active input from the business. To some, that might sound like
radically odd behavior, but the relationship between the business and
technology has never been so strained. When you think about how much is
spent on digital transformation (over $1.3 trillion in 2018),1 the lack of
alignment becomes a major problem. In my opinion, this is the main reason
why so many digital transformations fail. An astonishing seven out of eight
Forbes 2000 companies that have attempted to transform have failed, per a
study recently conducted by the PulsePoint Group.2

No matter what seat you occupy within the business, technology, or
operations, enterprise alignment must be a priority for you as a Lean leader.
The rapid change that demands flexibility and responsiveness on your part is
here to stay. To ensure enterprise alignment is happening, all parts of the
Lean enterprise must be on the same page and under the watchful eye of its
Lean leaders, who are capable of working together to foster and deliver value
to both its customers and company alike. It all begins with having a frank
discussion concerning your innovation strategy. What expectations do leaders
have for each other when it comes to innovation?

Understanding the Importance of Alignment and Engagement

Lean leaders on both sides of the table—technology and the business—
understand that collaborating to get alignment on expectations and strategic
direction is one of the simplest ways to ensure both sides understand how
bringing in new technologies and new ways of working to address disruption
IS going to be handled. One CIO | worked with in the past was faced with a
dilemma. He had a $40 million budget to provide technology services and
support to a $1 billion business division of a major US-based company that
wanted to develop cutting-edge robotic capabilities for its customers. The
problem: internally, his organization didn’t have the technical savvy to
handle the development of both the hardware and software that would
ultimately result inan end product delivered to its customer base. Like many
internal tech shops over the last ten years, his department had fallen victim to
the outsourcing trend of the early-to-mid 2000s, and he just didn’t have the
people or the ability to attract the type of developersthat could deliversuch a
complex solution.

Instead of throwing up his hands and giving in, he decided to work with the
SVP of the business line to proactively build a vision and strategy that would
manage expectations about the product/service expertise he could offer them,
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as well as how his department could help the business leaders execute on it.
This CIO realized he could use his knowledge of the business to act as an
internal technical consultant and ensure that a practical and cost-effective
solution could be developed, on time and on budget, that delivered the
competitive edge the business was looking for. After all, the business leaders
had a business to run, and they weren’t technical in nature. By partnering
together, these leaders created a win/win situation for both their customers
and the company.

He assembled a small team to work with the business leaders to define their
high-level product/service requirements. Then he and his staff consulted with
and advised the product managers to identify a technical partner that had the
expertise to work with them to develop the product. He found a small startup
in Silicon Valley and gave them seed money to develop a prototype. Every
month, he conducted a site visitto check on the project and the progress the
startup was making through its build/measure/learn loop. He also invited the
business leadersto accompany him to get a firsthand look at the progress.
Together they were slowly building the next generation of this product line
for the organization. By engaging the business leaders, the technology leader
was able to maintain transparency and visibility as to where the money was
going and what progress was being made, which had been a long-standing
concern between the two departments, with the business leaders feeling, more
times than not, like they were throwing money down a black technology hole.

Moral of the story: smart Lean leaders must insist on enterprise alignment to
ensure the survival of their organizations. They must think outside the box as
to how to achieve it, as the pace of change continues to intensify, causing
global market disruption and fierce competition. The only response is to
counter with alignment, agility, creativity, and innovative ways of getting the
work done to meet the demands of today’s continuously evolving

business climate.

But how do you go about creating alignment inside the Lean enterprise? The
best way to start achieving this goal is to think about where you ultimately
want to end up.

Starting with the Endgame in Mind

Whenever | engage with a new client, the first question | ask the senior
leaders of the organization is, “What are the customer outcomes you expect
to achieve by undertaking this effort?”” This question is of paramount



Importance and must be answered in a mindful way to ensure my team and |
are achieving the right results for our clients. Having a keen understanding of
what you’re after when it comes to your customer is the fastest way to
achieving real and meaningful business results, because it crystallizes what
you’re after and acts as a guiding theme for you and your organization.

But what are customer outcomes, and how are they developed? A customer
outcome is an achievable end state that has measurable results that can be
observed and verified from the customer’s perspective. From the Lean
enterprise’s perspective, customer outcomes must be described as top-level
strategic objectives with actionable initiatives tied to them that can be traced
down through the organization and then back up again, as they are achieved
through an ongoing measurement process. Only one senior leader is held
accountable for creating the desired end state within a given timeframe
through the application of a holistic approach that engages the entire
organization to achieve the desired outcome.

Take, for example, the New Horizons situation we’ve been discussing. The
persona analysis rendered the customer outcome of:

 High-quality vehicle service and repair work done accurately and on
time, ina professional and respectful way

The team’s analysis unfortunately showed that this outcome was failing to
happen more times than could be tolerated by the dealership’s customer base,
thus causing customer satisfaction scores to drop through the floor. The
problem wasn’t the quality of the product itself, since customers weren’t
bringing these well-known, high-quality luxury vehicles in for out-of-the-
ordinary service and repair work. The root cause of the issue was the
dealership’s way of handling the vehicle servicing, warranty, and repair
work. Jim Collins, the owner of the dealership, charged Nancy, the new
service manager, with figuring out why both customer satisfaction and
retention rates had dropped. He set two outcomes for Nancy, both to be
achieved within the next six-month period, based on the persona findings and
manufacturer’s reporting;

. Decrease the service request error rate by 65%
. Increase the NPS by 25 points
These outcomes are both specific and customer-focused, and Jim can easily

measure whether Nancy achieves them or not within the given timeframe. |
know this all might sound pretty basic, but you’d be surprised to find how



many senior leadership teams I’ve worked with only vaguely define the
outcomes they’re trying to achieve, ina manner that is neither specific nor
measurable. Common outcomes, such as increasing productivity and/or
revenue and cutting costs, are often mentioned without an understanding of
exactly how to make those things happen or even why they’re important in
the first place. I think if you went out and asked many leaders today to define
the outcomes they’re seeking, you’d probably see those three in their top ten
lists, with little or no direct link back to customer and business outcomes and
without understanding the full picture as to how to produce the desired
results. Throwing vague or unobtainable outcomes around does little to help
or mobilize your workforce inthe long run. So let me ask you this: as a Lean
leader, have you defined a clear set of outcomes you’re driving toward to
mobilize and lead those that follow you?

Building a Centralized Strategic Decision-Making
Framework

Strategy is the process of forming common goals that unite people to ensure
everyone within your organization is working together toward achieving both
customer and business outcomes. It offers a systematic way to determine how
your organization’s resources will be used to accomplish these goals, as well
as how success will be measured. Without a well-composed strategic
framework, there’s no way to determine whether you’re creating and
delivering value. The famous saying by Helmuth von Moltke, a general in the
Persian army in the 1800s, later paraphrased by Correlli Barnett in 1963—
“No plan survives contact with the enemy”’3—was about strategy. I’ve
modified it some and have often said to my clients and teams that “No plan
survives contact with the customer!” However, that doesn’t mean you just
throw planning out the window altogether. On the contrary, it means you
must be flexible and able to adjust as you interact with your customers within
their environment, because you must meet them where they are and on their
terms, not yours. Strategic planning is continuous improvement at its best.
It’s a continuing process of adjustment and waste removal, and it must be
constantly performed to ensure your goals adjust and change to accommodate
contact with your customers. Strategy is not a static thing; it must change and
evolve to propel the Lean enterprise forward.

Strategy empowers everyone in the organization and reduces the time it takes
to make decisions. It pushes decision-making capabilities to the people
performing the work at the gemba (place of work). With a framework in
place, there’s no more waiting on top executives to make decisions so that
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work can proceed. On the contrary, informed decisions are made on the
ground, inreal time, at the point when they’re needed. Laying out and
maintaining a well-formulated strategy builds a centralized strategic decision-
making (CDSM) framework that can be used within the organization to make
decisions in line with a company’s vision, mission, and value proposition.
Take, for example, Amazon’s vision and mission statement, which was
created over 18 years ago by its founder, Jeff Bezos:

Our vision is to be Earth’s most customer-centric company; to build a place
where people can come to find and discover anything they might want to buy
online.4

Given that Amazon’s product and service offerings are so vast, it has a suite
of value propositions, based on those product and service offerings:

Kindle

Easy to read on the go
Prime

Anything you want, quickly delivered
Marketplace

Sell better, sell more

Plus many other Amazon product/service value propositions, such as
Amazon Music’s “Music and More.”’5

Bezos’s mission was to build a place where people could find anything they
might want to buy online, and his value propositions were convenience,
speed, and choice.s He has publicly stated he believes the company’s success
has been greatly influenced by its unwavering commitment to its vision and
mission and its relentless pursuit to fulfill its value propositions. He also
believes they represent the guiding lights behind his leadership decisions and
have greatly contributed to the company’s tremendous success, because
everyone at Amazon knows why the company exists, what it wants to
become, and the value it attempts to create for its customers. There’s no
guessing or uncertainty because Bezos made it very clear from the start.
Everyone works together toward achieving a common set of strategic goals,
and any decisionat any level is made with those goals in mind.

The success of companies like Amazon is a testament to the effectiveness of
a proactive strategic planning process and the development and
implementation of a strategic framework in general. Have you taken the time
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to develop these tools of empowerment and accountability for your
workforce? Or are you stuck in 20th-century thinking that says managers
much be omniscient, omnipotent, and omnipresent? Let me tell you, those
days are gone. So let’s roll up our sleeves and get to work on creating your
strategic framework.

Understanding the Strategic Planning Process

A CSDM framework gives an organization the ability to define and then
socialize all of its important decision-making elements to ensure everyone in
the Lean enterprise understands where it’s headed, how it’s going to get
there, and what value it intends to create for both its customer and the
company. Its purpose isto empower everyone in the organization to not only
do the right things but do them for the right reasons as well.

Building your framework requires all parts of the organization to participate
in the strategic planning process. It’s not something that’s handed down from
the executives (the proverbial “mountaintop”) and then precisely executed by
the masses. It’s a plan that must work in the trenches, where it will be
adjusted “on the fly” by an empowered workforce that’s in direct contact
with your customers. These workers must understand the guardrails within
which they can operate to satisfy customers and create a differentiated
experience. Informed decision making is what your strategic framework and
planning process is after, not precise execution. A well-developed framework
grows and changes as everyone in the organization gains more and more
knowledge about your customers.

This framework must also embrace nimbleness and agility in the sense that it
must be adaptive and designed so that you can quickly respond to both
internal and external opportunities and threats. It’s not a one-and-done
activity or something that’s written in stone. It’s usually constructed to span
at least a 12-month period. Going out any farther than that is a waste of your
valuable time and energy because things are changing so rapidly. Also, keep
in mind that you must revisitit every quarter to ensure its direction and
destination remains relevant to the overall goals and objectives of the
organization, as well as updating it for the next quarter’s work to ensure you
have a 12-month rolling plan at all times.

If a change occurs and a course correction becomes necessary, you must have
the courage to make the tough decisions to ensure the company is still
creating value through the opportunities it chooses to develop. It doesn’t do
anyone any good to continue down an outdated or obsolete road just because



it was once thought to be the right direction. The world is changing so rapidly
that building a strategic framework and then periodically examining and
adjusting it must become part of a healthy strategic planning process to
remain competitive.

To build a viable framework, you must focus on all the layers of the Lean
enterprise, as depicted in Figure 6-1.

ENTERPRISE
Strategic

Objectives &
Key Results
(OKRs) & MID-LEVEL Results

Tactics Tactical

GEMBA
Operational

Figure 6-1. The strategic planning cycle

Strategic direction must flow from the senior leadership team to tactical
middle management and through to the operational level at the gemba. Then,
as results are achieved, they must flow back up through the enterprise to
report progress against plan and to make sure any course corrections or
changes in strategy are also known to senior leaders, to keep them informed
as they continue the planning cycle. This cycle repeats itself over and over
again, allowing Lean leaders to learn and adjust from the feedback they
receive, continuously honing and improving upon the strategic elements
throughout the life of the organization. Overall, the CSDM framework
consists of the following components:

. Strategic planning canvas
Mission, vision, and value proposition
Strategic objectives
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Competitive opportunities

Key results (KRs), tactical plans, and operational tasks
. Investment strategy
. Strategic roadmap
« MVP release plan

Let’s look at the practical steps for creating your strategic planning canvas.
Nine Steps to Creating Your Strategic Planning Canvas

The strategic planning canvas is the first of four tools used to create your
CSDM framework. Its purpose is to help you clearly define your:

. Vision, mission, and value proposition to ensure you have a clear
picture of what you want to become in the future, how you’re going to
get there, and the value you want to create as a result of this process

. Strategic objectives that are the overarching goals and objectives you
want to achieve that fulfill your vision

. Competitive opportunities that give you a leg up on your competition if
achieved, and that are tied to your strategic objectives

« Objectives and key results (OKRs) so that you can quantifiably
measure progress and make adjustments if necessary

« Tactical plans and operational tasks that must be performed to complete
the work on your opportunities

Building your strategic planning canvas is a nine-step process, as depicted
in Figure 6-2. It’s based on the Lean Plan/Do/Check/Act (PDCA) cycle to
ensure it continuously evolves, allowing the Lean enterprise to remain
relevant and competitive.
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ENTERPRISE - Strategic

Step 1 (Plan): Scan Your Environment

Step 2 (Plan): State Your Customers

Step 3 (Plan): Identify Your Strategic Objectives

Step 4 (Plan): Identify Your Competitive Opportunities

Objectives  MID-LEVEL - Tactical Catchball

& Key : Desi (Plan) Results
Results Step 5 (Plan): Design Your Key Results (KRs)

(OKRs) & Step 6 (Plan): Define Tactics and Operational Tasks

Self-Diagnose
Tactics (Act)

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute Iterate
Step 8 (Check): Measure and Report the Results (Do/Check)
Step 9 (Act): Evolve and Optimize the Process

Figure 6-2. The strategic planning canvas process

The first four steps are performed by senior leaders at the enterprise level,
which encompasses the first part of the Plan phase. Understanding your
environment and customers and then identifying your strategic objectives and
competitive opportunities both happen at this level. Once complete, this
information is passed down to the mid-level tactical managers to complete
the Plan phase, by identifying your key results (KRs) and building the tactical
plans and operational tasks necessary to achieve them. All of this information
Is then passed down to the gemba level, where the work is performed for
execution, measurement, and reporting. Optimization of the whole process
occurs as feedback is pushed back up to the enterprise level, which triggers
the whole process to begin again, allowing the organization to constantly
evolve in a natural, well-organized way. It’s an infinite loop within the Lean
enterprise. The strategic planning canvas depicted in Figure 6-3 is the tool
used to document this planning process. It acts as a visual aid to assistin
documenting your findings as you move through the nine steps.
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Date

Lean Enterprise Strategic Planning Canvas

Itération #

Step 1: The Step 3: Strategic |Step 5: KRs Step 6: Tactics and| Step 8: Measure & | Step 2:

Environment Objectives How do we define | Tasks Report Customer

State our mission,  |What are we trying |success? What actions are How do we measure|/Persona

vision, and value to accomplish? most effective to success? Identification

proposition accomplish our Who are our

goals? potential and current

customers
(personas)?

Competitive

Landscape?

Who do we compete

against? What are Step 4:

their/our strengths Competitive

and weaknesses? Opportunities

List our identified Step 7: Workforce | Step 9: Evolve & Optimize

Marketplace opportunities to What is the best What ideas will continue to evolve

Challenges and exploit. way to engage our | and optimize our plan?

Trends? workforce?

What gives us a “leg

up” in the

marketplace?

Figure 6-3. Lean enterprise strategic planning canvas

STEP 1 (PLAN): SCAN YOUR ENVIRONMENT

The first and most important step is to thoroughly understand the
environment that you exist and operate within. Building the picture of who
you are, what you do and provide, who you compete against, and how your
environment operates within the context of your mission, vision, and value
proposition provides a clear picture of the environmental factors you’re
facing and must address.

1. Creating/revisiting your mission, vision, and value proposition
generates alignment across the entire Lean enterprise, acting as a
communication tool to help everyone understand what it’s about, where
it wants to go, and what value it will deliver to its customers and for the
company.

2. Analyzing the competitive landscape by researching and identifying
how your competitors are working to satisfy your customers’ wants,
needs, and/or desires builds an understanding of how you could serve
them better through differentiation.

3. Evaluating marketplace challenges and trends helps you to identify
distinct advantages your company possesses that give you a
competitive “leg up” in your marketplace.

Crafting your vision and mission statements for your organization is not an
casy endeavor. What you’re after is a one- or two-sentence paragraph that
provides a concrete way for stakeholders and employees to easily understand



why your company exists and what aspirations and guiding principles you
have for your business. For example, New Horizons has a very simple vision
of “Dedicated to customers and driven by excellence.” Its mission statement
is just as simple: “To become the world’s most renowned center for customer
service in the automotive sector.” Simple, directional, aspirational, and
inspiring are the qualities you’re looking for in well-crafted vision and
mission statements.

As for the dealership’s value proposition, it’s just as simple and consists of
“Easy to buy and obtain service.” When you look at the value it’s trying to
create, the issue becomes clear with the problem in the service department.
Overall, the dealership’s behavior is way off base and inconsistent with all
three, which has created a sense of urgency to fix these problems. The
dealership is not living up to its vision and mission statements, and it sure
isn’t creating value for its service department customers.

As far as competition, the dealership doesn’t have any, since it’s the only one
within a 150-mile radius. However, another luxury vehicle brand is building
a new dealership in the next town over, but that’s at least 25 miles away from
New Horizons. Jim and his team don’t think this turn of events poses an
Immediate threat, since there is a significant difference as far as distance
goes, not to mention his location is much more convenient, being right in the
center of town.,

STEP 2: STATE YOUR CUSTOMERS

The strategic planning process is all about satisfying your customers’ unmet
wants, needs, and/or desires in a better way than your competition to ensure
you create and maintain a competitive advantage that keeps you at least one
step ahead of them. This is the point at which you bring your customer
personas into the process by clearly stating who they are, based on your
previous persona identification work. If you haven’t identified who your
potential and current customers are, now is the time to go back and perform
this work. Personas are a crucial element in the process, since everything you
do must be grounded in creating and generating value for your customers and
stakeholders.

During the CXJM activity performed by the New Horizons TBP team, the
following seven personas were identified:

1. Luxury sedan owner

2. Sports coupe owner



SUV owner
Truck owner
Van owner

Employee

N o g bk~ w

Community

The next step is to apply these personas when developing your
strategic objectives.

STEP 3: IDENTIFY YOUR STRATEGIC OBJECTIVES

Everything that happens in the Lean enterprise should tie back to what you’re
trying to accomplish—everything else is waste. To build a plan that delivers
value, you must start with your ultimate goals in mind. By first identifying
the customer, business, and stakeholder outcomes you’re trying to achieve,
you can work backward to mobilize your organization to produce tangible
results for all those involved. Then, by translating those outcomes into
strategic objectives that can be broken down into opportunities and executed
at both a tactical and operational level, the Lean leader puts a system in place
that allows the organization to achieve its goal of creating and delivering
value. That’s what the Lean enterprise is all about!

But what exactly are strategic objectives? They’re the main high-level
business objectives that form the basis of the organization’s business
strategy.7 When developing objectives, it’s important to remember they
represent the strategic results an organization is seeking to achieve, based on
its value proposition. If a purposed product/service idea doesn’t tie back to at
least one strategic objective, then inherently it’s not a strategic fit and should
not be considered for funding. Investing in nonstrategic ideas creates waste,
and very little value, if any, drops to the bottom line. The strategic objectives
must be deeply rooted in and supported by both the company’s vision and
and its mission so that everyone understands the journey and can help with
charting the course, as well as contributing to their achievement.

Strategic objectives exist at the enterprise level. They represent three to five
enterprise-wide “big bets” that a Lean enterprise is trying to accomplish to
fulfill its mission and turn its vision into reality. Their purpose isto help
organize or group related business initiatives into categories that measure that
organizational effectiveness of delivering on your business results. To create
them, you must:
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1. Evaluate your product/service quality and value creation and delivery,
identifying your strengths and areas that need improvement

2. Conduct brainstorming sessions to identify desired customer and
business outcomes from your strengths and development areas

3. Roll the results up into categories to form three to five strategic
objectives you will work on over the next year

Remember, your vision, mission, and value proposition frame the discussion
around the development of strategic objectives as you determine the top three
to five enterprise-wide ones that will be used to make decisions between
competing priorities and to determine strategic fit for investment allocation
purposes. They act as a yardstick to measure progress toward creating and
delivering value. They can also be thought of as guardrails to ensure leaders
stay on course and don’t veer off into uncharted, non-value-adding side trips.

According to a 2016 Price Waterhouse Cooper CEO innovation survey,
innovation leaders that follow an intentional process forecast two to three
times higher growth outlooks than those who don’t, predicting a growth
curve of over 62% (versus the global average of 35%) within the next five
years.s So unless you put some thought behind what moves the needle,
there’s no way you’ll ever be able to measure whether you’re truly
succeeding at value creation and delivery.

Returning to New Horizons again, Jim and his leadership team worked to
identify the following four strategic objectives for the dealership:

. Increase quarter-over-quarter sales

. Increase our quality of serviceto our customers

. Increase the use of technology to effectively run our business

« Modernize our facilities
Keep in mind these are overall objectives that apply across the entire

dealership and not just the service department, since they are set at the
enterprise level.

STEP 4 (PLAN): IDENTIFY COMPETITIVE OPPORTUNITIES

Competitive opportunities are the things you want to become better at in
order to generate increased competitive advantage and accomplish your
strategic objectives. A great place to look for these is inthe Improvement
Ideas section of your customer experience journey (CXJ) maps that you
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developed, after identifying your personas. Understanding how to appeal to
your different segments allowsyou to differentiate yourself in their eyes, as
well as strengthen the areas in which the market considers you to be weak. In
the case of New Horizons, when the TBP team documented the sports coupe
owner persona, they identified the following opportunities (a few of which
can be combined to come up with a final list):

1. Develop a service and repair mobile app
a. Schedule an appointment capability
b. Provide arranging for a loaner car capability
c. Send repair progress notifications
d. Provide viewable bill capability
e. Push out a feedback survey
f. Offer coupons/discounts on next visit
Provide push notifications when next service is due
Provide training to the service staff
Upgrade the loaner car program system
Do random service customer follow-up calls

o 0k wD

Perform lapsed service customer follow-up inquiries

After identifying your opportunities, you must tie them back to your strategic
objectives to ensure there’s a strategic fit and to prioritize them so that you
don’t waste resources on efforts that don’t add customer or company value.
For the service journey, the tie back to the dealership’s strategic initiatives
are prioritized in the following way:
. Increase quarter-over-quarter sales
Perform telephone customer inquiries on lapsed service
. Increase the quality of our service to our customers
Provide training to the service staff
Develop a service and repair mobile app
Do random service follow-up customer calls
. Increase the use of technology to run our business

Upgrade the rental car system



Now that you’ve identified your strategic objectives and competitive
opportunities, it’s time to identify your key results (KRs).

STEP 5 (PLAN): DESIGN YOUR KEY RESULTS

KRs provide a way of tracking progress made toward accomplishing your
objectives and creating additional competitive advantage through completing
your opportunities, represented by critical customer, business, and
stakeholder outcomes that drive both activities and behavior within the Lean
enterprise. Lean leaders use KRs at multiple levels to evaluate their success at
reaching their targets. High-level KRs focus on the overall performance of
the business through the progress made toward your strategic objectives,
while mid- and lower-level KRs focus on progress made on accomplishing
your competitive opportunities through acheiving your tactical plans and
operational tasks.

KRs also have a considerable ability to drive behavior, so choose them very
carefully. It’s essential to think through whether the KRs you select and focus
on will drive the desired behavior and outcomes that you expect, without any
unintended side effects. For example, focusing on productivity to keep the
line running but ending up with large stockpiles of inventory is
counterproductive. Keep in mind the rule of cause and effect relationship
when setting your KRs. You must be vigilant and guard against creating any
undesired consequences.

When writing KRs, keep in mind they must be concise, clear, and relevant, as
well as measurable, from both a quantifiable and a qualifiable perspective.
That is, each KR must meet the SMART criteria:

Specific

Is it objective?
Measurable

Are you capable of measuring progress?
Attainable

Is it realistic?
Relevant

Is it relevant enough to the organization?
Time-bound

What is the timeframe for achieving it?



Taking the strategic objectives developed in step 3, Jim and his leadership
team developed the following set of KRs, at the tactical level, for the New
Horizons service department:

. Increase quarter-over-quarter sales by 5%, for a cumulative total of
20% within the next 12 months

Increase service department sales by 2% per quarter by
implementing a service follow-up program

Increase service department sales by 3% per quarter by
implementing a lapsed service inquiry program

. Increase the quality of our service to our customers within the next 6
months by:

Decreasing the service request error rate by 65%
Increasing the net promoter score by 25%
. Increase the use of technology to effectively run the business by:

Launching the first release of the service and repair mobile app
by the end of Q1 and the second by Q2

Performing an upgrade to the loaner car program system by the
end of Q4

. Modernize our facilities

Upgrading the computer hardware in the service department
within the next 90 days

STEP 6 (PLAN): DEFINE TACTICS AND OPERATIONAL
TASKS

Tactics are management plans developed to determine how the levels will
accomplish the identified opportunities. They can be thought of as tactical
plans, such as project plans or to-do lists that identify the discrete steps or
operational tasks required to achieve the completion of the opportunity,
which is usually time-boxed within a 12-month period. While it’s the
responsibility of enterprise leaders to lead strategic planning efforts, it’s the
managers and employees who will ultimately be responsible for executing on
it. So involving them in the process is crucial, to ensure they’re able to
provide input as a means of becoming more invested in achieving the end
result. At a departmental level, tactical managers evaluate the opportunities
identified by enterprise leadersand then develop tactical plans and
operational tasks that will best achieve the desired results.



An important aspect of this process is known as “catchball” (see Figure 6-4),
which is an exchange of ideas when developing tactics. The exchange occurs
between the organizational levelsas they toss ideas back and forth among the
leaders within a given level or up and down between levels, returning the
“ball” with their input and ideas to the originating level. This process repeats
itself as many times as necessary to reach consensus between and within
leadership levels. In the Lean enterprise, it’s a way of working
collaborativelyto identify tactical plans or implement/modify operational
tasks that achieve the enterprise’s strategic objectives through the completion
of identified opportunities. It’s a participative process that uses iterative
planning sessions to field questions, clarify priorities, build consensus,
achieve alignment, and ensure that the strategic objectives, competitive
opportunities, and KRs are well understood, realistic, and sufficient to
achieve the organization’s objectives.

ENTERPRISE - Strategic

Step 1 (Plan): Scan Your Environment

Step 2 (Plan): State Your Customers

Step 3 (Plan): Identify Your Strategic Objectives

Step 4 (Plan): Identify Your Competitive Opportunities

MID-LEVEL - Tactical Catchball

Plan
Step 5 (Plan): Design Your Key Results (KRs) ( )
Step 6 (Plan): Define Tactics and Operational Tasks

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute
Step 8 (Check): Measure and Report the Results
Step 9 (Act): Evolve and Optimize the Process

Figure 6-4. Active levels in catchball

In a typical catchball series, the identified opportunity is tossed around by
enterprise leadership first. Then it’s tossed down to the mid-level tactical
management layer, where they repeat the process amongst themselves or toss
it back up to senior leaders or down to their team leaders and so on, until the
tactical plans and operational tasks have been cascaded, vetted, and adjusted
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(both across and up and down throughout the organization). In the end,
everyone has contributed at all levels, and clear tactics and operational tasks
have been identified and created with everyone’s involvement. This is a
much more collaborative and inclusive approach, instead of having
enterprise-level leaders throw objectives down from the top layer, expecting
the organization to execute things they have little to no input or
understanding about.

Finally, keep in mind that tactics and operational tasks are subject to change
throughout this process, which means flexibility and adaptability are
important characteristics to allow the process to effectively render the desired
results. Holding regular progress reviews at least once a month, depending on
the volume of changes occurring to the plan, is a helpful activity to manage
the change aspects. During each review, results are evaluated, and the tactical
plans and operational tasks could need recalibration, followed by another
round of catchball.

In Chapter 4, “Leading Others,” the kaizen team at New Horizons enabled a
rather lengthy game of catchball, as it used the Toyota Business Practices
(TBP) method to work through the issues with the Service Request Intake
process. TBP is just one of the methods that can be used to put together the
tactical plan and operational tasks required to achieve the completion of the
opportunity. Others include both traditional and Agile project management
methods. The types of plans are identified and listed below for each
opportunity.

1. After service customer follow-up call program: traditional (waterfall)
project management plan, combined with TBP/process
improvement methods

2. Service lapsed customer call program: traditional (waterfall) project
management plan, combined with TBP/process improvement methods

3. Service and repair mobile app plan: Agile/Scrum project management
plan, combined with TBP/process improvement methods

4. Service staff training plan: traditional (waterfall) project management
plan

5. Loaner car program system upgrade: Agile/Scrum project management
plan

As you can see, one method will not fit every type of opportunity. At the
beginning of step 6, the team should discuss which method is best suited for
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achieving the desired results. The service department tactical plans developed

by New Horizons are depicted in Figure 6-5.

Increase quarter- over-quarter sales (12 months)
1. After Service Customer Follow-up Call program

Increase the quality of our service to our customers
(6 months)

[0}
o]
o]
o]

o

[0}
o
o]

Write follow-up call script
Pilot follow-up call script
Revise script Based on findings
Launch follow-up call program

2. Service Lapsed Customer Call program

Write follow-up call script
Pilot follow-up Call script
Revise script based on findings
Launch follow-up call program

o}

0 0O 0 OO0 O0

Increase the use of technology to effectively run our
business (6 months)
5. Loaner Car Program (LCP) System Upgrade

Install new system software

Configure new system software

Test new system software

Perform gap analysis on features & functionality
Revise/update LCP processes (if necessary)
Conduct LCP processes training (if necessary)
Launch new LCP system

3. Service & Repair Mobile Device Application

o Conduct TBP effort on mobile device processes

o Build “Customer Register and Log-In" capability

o Build “Schedule an Appointment” capability

o Build “Arrange for a Loaner Car” capability

o Build “Send Repair Progress” notifications

o Build “Viewable Bill” capability

o Build “Push Feedback Survey” capability

o Build “Offer Coupons/Discounts on Next Visit” capability
o Build “Push Notifications for Next Service Due” capability
o Pilot/revise Service & Repair mobile device application
o Launch Service & Repair mobile device application
o Solicit Feedback from customers
o Incorporate feedback into the mobile device app
Service Agent Customer Service Training
o Determine training vendor
o Negotiate and sign contract
o Schedule training class
o Conduct training class

Figure 6-5. New Horizons service department tactical plans

STEP 7 (DO): ENGAGE THE WORKFORCE TO EXECUTE
THE STRATEGY

Team leaders and members work out the operational details or tasks needed
to implement the tactical plans laid out by the mid-level tactical managers.
This is the phase in which objectives and plans are transformed into results.
That means tactical managers must stay closely connected to the activity
happening at this level. They must regularly practice genchi genbutsu, or
“management by walking around,” to stay close to the work.

Going back to our New Horizons canvas, the team identified which
department will be accountable for the tactical plans and operational tasks for

the following opportunities:

#1: Service department and technology

#2: Service department and outside customer service firm

#3: Loaner car program and technology

#4: Service department

#5: Service department
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By specifically naming the departments within the organization, the leaders
and teams become responsible and accountable for the results they achieve as
they work to complete the opportunities that accomplish the strategic
objectives determined at the enterprise layer.

STEP 8 (CHECK): MEASURE AND REPORT THE RESULTS

Measuring results is a must in the Lean enterprise. Establishing
measurements and then employing the rigor to measure, analyze, learn, and
finally adjust is at the heart of the iterative cycle that exists at the gemba
(Eigure 6-6). The measurements established and collected at this level feed
up to the KRs established in step 5 and which contribute to the success or
failure of the strategic objectives.

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute lterate

(Do/Check)

Step 8 (Check): Measure and Report the Results
Step 9 (Act): Evolve and Optimize the Process

Figure 6-6. The gemba Do/Check iterative process

As you analyze the results at the end of each measurement period, course
corrections and adjustments are inevitable. The ability to change your mind
and alter your course is built into Lean methods through the continuous
learning cycle that is inherently present. And remember, you perform
strategic planning to empower your workforce so that they can make
effective decisions at the gemba without having to go find a mid-level or
senior leader to help them solve the problem, because they know where the
company is headed and why it picked that direction in the first place. So as
you iterate through your tactical plan, expect it to change and grow as more
and more data becomes available. Plan your work, and then work your plan!

The measurement and reporting frequency will depend on the KRs being
tracked, which can happen on a daily, weekly, monthly, or quarterly basis.
These progress checkpoints provide an opportunity for adjustment of your
tactics and their associated operational details. KRs aren’t static. They always
need to evolve and be updated or changed as needed. If you’re setting and
forgetting your KRs, you risk chasing objectives that are no longer relevant
to your business. Make a habit of regularly checking in, not just to see how
you’re performing against your KRs but to see which KRs need to be
changed or scrapped completely.
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Going back to New Horizons, the team determined that KR measurements
will be compiled by the data analytics group and posted in the TBP team war
room on the fifth day of each month, by strategic objective and based on a
frequency that adheres to the following schedule:

#1: Sales-quarterly
#2: Biweekly

#3: Monthly

#4. Monthly

Stating how and when results will be measured sets realistic expectations and
determines the planning and adjustment cycles necessary to take corrective
action, if needed. Posting the results ina public place makes them visible and
lends itself to transparency, ensuring everyone understands the progress
being made and the adjustments being taken in the pursuit of the Lean
enterprise’s strategic objectives.

STEP 9 (ACT): EVOLVE AND OPTIMIZE THE PROCESS

You must understand both the progress and the results being made at each
level and account for adjustments and changes in direction being made at the
lower levels. The Act phase of the PDCA cycle (Figure 6-7) allowsthe Lean
enterprise to become both self-diagnosing and self-correcting, relying on both
the downward and upward flow of information to create a closed-loop system
that enables the learning, control, and adjustment (or in other words,
continuous improvement) of the entire strategic planning process.
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ENTERPRISE - Strategic

Step 1 (Plan): Scan Your Environment

Step 2 (Plan): State Your Customers

Step 3 (Plan): Identify Your Strategic Objectives

Step 4 (Plan): Identify Your Competitive Opportunities

MID-LEVEL - Tactical Self-Diagnose

Step 5 (Plan): Design Your Key Results (KRs) (Act)
Step 6 (Plan): Define Tactics and Operational Tasks

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute
Step 8 (Check): Measure and Report the Results
Step 9 (Act): Evolve and Optimize the Process

Figure 6-7. The self-diagnosis loop

Progress made toward your competitive opportunities and tactical plans, as
well as overall direction set by your strategic objectives, must be
continuously tracked and formally reviewed on a regular cadence at all
levels. Take, for example, the work being done at New Horizons. As the
loaner car program team started work on the upgrade of the system, they
realized the established processes for the flow of work also needed an
overhaul. The new system’s features and functionality had changed
significantly since the lastrelease, which is now driving the need to update
both the processes and the training as well.

This work represents additional effort that must be added to the strategic
planning canvas and traced back to the strategic objective that’s driving the
work being done—that is, opportunity #3, “Upgrade loaner car program
system,” under the strategic objective of “Increase the use of technology to
effectively run our business.” Because the hardware is outdated throughout
the dealership, not just in the service department, it will need upgrading as
well, which ties back to the same objective (#3) and opportunity (#3).
Finally, a new tactical plan, #6, “Dealership computer hardware upgrade”
(denoted in bold in Figure 6-8), was developed and added to the canvas. As
you can see, a change that originates at the team level must be tracked back
up through the levelsto ensure the strategic fit is maintained.
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Increase quarter -over-quarter sales (12 months)
1. After Service Customer Follow-up Call program
o  Write follow-up call script
o Pilot follow-up call script
o  Revise script based on findings
o  Launch follow-up call program
2. Service Lapsed Customer Call program
o  Write follow-up call script
o Pilot follow-up call script
o  Revise script based on findings
o Launch follow-up call program

O 000O0O0O0

Increase the use of technology to effectively run our
business (6 months)

5. Loaner Car Program (LCP) System Upgrade
Install new system software
Configure new system software
Test new system software
Perform gap analysis on features & functionality
Revise/update LCP processes (if necessary)
Conduct LCP processes training (if necessary)
Launch new LCP system

Increase the quality of our service to our customers

(6 months)

3. Service & Repair Mobile Device Application

O 000000000 O0O0CO0

Conduct TBP effort on mobile device processes
Build Customer Register and Log-In" capability
Build “Schedule an Appointment” capability
Build “Arrange for a Loaner Car” capability
Build “Send Repair Progress” notifications
Build “Viewable Bill” capability
Build “Push Feedback Survey” capability

Build “Offer Coupons/Discounts on Next Visit” capability
Build “Push Notifications for Next Service Due” capability
Pilot/revise Service & Repair mobhile device application
Launch Service & Repair mobile device application

Solicit feedback from customers
Incorporate feedback into the mobile device app

4. Service Agent Customer Service Training
o Determine training vendor
o Negotiate and sign contract
o Schedule training class
o Conduct training class

[N e RN el ]

Modernize our facilities (90 days)
6. Dealership Computer Hardware Upgrade

Install new computers

Install new printers

Install new handheld devices

Configure/test hardware & network

Figure 6-8. New Horizons service department tactical plans (revised)

The New Horizons Strategic Planning Canvas

Figure 6-9 shows the completed New Horizons Service Department strategic
planning canvas. Keep in mind that it represents the strategic canvas for a
single department within the dealership. Completing it is a major
achievement for the organization because it represents “the plan” that is now
in place for the next 12 months. Of course, it will need to be periodically
refreshed and updated as the tactical plans and operational tasks are executed.

New Horizons Service Department Strategic Planning Canvas

Date: 06/09/20XX

customers and driven by
excellence

Mission: To become the
world's most renowned
center for customer
service in the automotive
sector

Value proposition: Easy
to buy and obtain service

Competitive
Landscape?

We are the only dealer
within a radius of 150
miles in the tristate area
that sells and services
this make of vehicle

quarter sales
Increase the quality of
our service to our
customers
Increase the use of
Technology to
effectively run our
business

= Modernize our facilities

Step 4.Competitive
Opportunities
1. Do random service follow ]

up customer calls
2. Perform telephone

cumulative total of 20 percent

within the next 12 months

*  Increase service department
sales by 2 percent per
quarter by implementing a
Service Follow-Up program
Increase service department
sales by 3 percent per
quarter by implementing a
Lapsed Service Inquiry
program

2. Increase the guality of our
service to our customers within
the next 6 months by:

* Decreasing the Service
Request Error rate by 65
percent
Increasing our Net Promoter
Score by 25 percent

Increase the use of Technology
to effectively run our business
by:
*  Launching the first release of
the Service and Repair

1. After Service customer
follow -up call program

2. Service Lapsed
customer call program

3. Service & Repair mobile
app plan

4. Service staff training
plan

5. Loaner Car Program
system upgrade plan

6. Dealership computer
hardware upgrade

Step 7: Workforce

The following staff and
teams will be assigned to

the following opportunities:

1. KR measurements will
be compiled by the
Data Analytics group

. Frequency will be

based on the metric

collected, based on the
following schedule:

= #1: Sales-quarterly

« #2. Biweekly

« #3: Monthly

« #4: Monthly

Metrics results will be

posted in the TBP team

war room on the fifth
day of each month

N

w

Iteration #1
Step 1: The Step 3: Strategic |Step 5: KRs Step 6: Tactics Step 8: Measure & |Step 2:
Environment Objectives 1. Increase quarter-over-quarter | Please reference the Report Customer/Persona
Vision: Dedicated to + Increase quarter-over- sales by 5 percent, for a following tactical plans: Identification

1. Luxury sedan owner
2. Sports coupe owner
3. SUV owner

4. Truck owner

5. Van owner

Step 9: Evolve & Optimize

customer inquiries on
lapsed service

Mobile App by the end of Q1

Marketplace 2019 and the second by 02

3. Develop a Service & 2019
Cha“enges & Trends? Repair ?nobi\e app Performing an upgrade to
. o the Loaner Car Program
Anolher luxury vjehlcle 4. Prov_lde training to the system upgrade by the end
competitor is building a service staff of Q4 2019
dealership 25 miles from 5. Upgrade loaner car 4. Modernize our facilities by

upgrading the computer
hardware in the service dept.
within the next 90 days

program system
6. Upgrade hardware
throughout dealership

us, in the next town over

1.

2.

3.

(24 BF =N

Service Dept &
Technology

Service Dept & Outside
Customer Service firm
Loaner Car Dept and
Technology

. Service Dept
. Service Dept
. Technology

1.

]

w

The Loaner Car program system upgrade will also
require all the hardware to be upgraded throughout
the dealership

. The Loaner Car program's processes also need to

be revised/modified, as the system undergoes the
planned software update

. Training will need to be developed and conducted

to ensure service dept staff is up to date on the
new processes
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Figure 6-9. New Horizons service department strategic planning canvas (large format version)

Now that the team has completed their canvas, they must turn their attention
to developing their investment strategy and building and finalizing the
dealership’s service department strategic roadmap and release plan.

Creating Your Investment Strategy

Lean leaders must prudently decide, on an ongoing basis, just how much
money they need to run, grow, and innovate on their business strategy and
then set investment targets based on their strategic objectives and competitive
opportunities, developed during the strategic planning process. These targets
then drive the investment in intentional (core and enhancements to
products/services) and emergent (new or transformational) innovation, based
on their strategic objectives, which measures the effectiveness of an
organization’s investment strategy. Overall, the purpose of developing your
investment strategy is to define how you will allocate your scarce resources
(time, money, and people) toward developing new product/service ideas, as
well as maintaining and enhancing existing ones. It’s tied to the Lean
enterprise’s business strategy and heavily focused on its value proposition
through the identification of unmet customer wants, needs, and/or desires, as
well as how well the organization delivers customer, company, and
stakeholder value.

A well-developed investment strategy is used to:

« Determine how much of an organization’s resources are spent on
identifying and researching unmet customer wants, needs, desires,
target markets, and new product/service ideas

« Make investment and trade-off decisions between core, enhancements,
and new product/service priorities at the enterprise level

« Drive the amount of development effort dedicated to bringing new and
enhanced products/servicesto market at the mid and gemba levels

« Determine the size and number of teams and what they work on at the
gemba level

However, building the capacity to innovate is not easy, and it’s no longer a
choice—it’s a necessity. Maintaining competitive advantage, once an
innovative product/service is released, must also be considered. Success
breeds imitation, and lots of it.
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Developing a Successful Investment Strategy: Apple Disrupts
Sony

The Sony Walkman, released in 1979, was a portable cassette player that
ushered in the age of mobility and created the mobile personal devices
market. An example of disruption at its best, it allowed people on the go the
option to listen either to their favorite radio station or to music recorded on
cassette tape while running, walking, commuting, etc. The only option up
until that point had been the portable transistor radio, which received only
AM/FM radio station signals. As the mobile personal devices market grew,
more competitors entered the space. Sony continued to maintain its market
leader position by evolving its product line, as the types of storage media
changed from cassette tape to compact disc (CD) in the late 1990s, by
introducing a CD version with anti-skip technology that allowed the company
to maintain its competitive edge.

However, the drawbacks to the device, such as short battery life, heaviness,
and size, all contributed to its downfall when Apple introduced the iPod in
2001.9 The iPod was lightweight, had a rechargeable built-in battery, and was
connected to the Macintosh iTunes platform, where users could download
music directly into the device’s memory in the new MP3 format. Sony, once
a disruptor, had become disrupted in a market it had created. Apple had
listened to the unmet wants, needs, and/or desires of customers and created
something that represented even more value that they were willing to pay for.
Sony did release its version of a portable MP3 player to compete with Apple;
however, Sony never attained the level of success with this product that it did
with the Walkman back in the 1980s.

Apple closely tied its strategic framework to its investment strategy. Even
back in 2001, Apple understood the power of connecting its products and
services together to create and maintain competitive advantage. The iPod
leveraged iTunes, an online music-downloading platform, initially accessible
only through a Macintosh computer. By doing so, Apple also disrupted the
music industry (which Sony also had a stake in due to its 1987 acquisition of
Columbia Broadcasting System [CBS] Records, later renamed Sony
Music10), killing the vinyl record business in the process. If you aren’t
innovating, you can bet someone else is and will eventually come along and
disrupt you.

A well-thought-out investment strategy helps companies determine how
much they want to spend upfront on their current product/service lines, as
well as what they’re willingto spend on innovating new ones. For example,
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at Google, 70% of investment funding is allocated to core products/services,
20% to enhancements, and 10% to emerging or new product/service
innovation.11 By clearly stating the target allocations for each category,
Google effectively allocates its scarce resources and eliminates competing
priorities by setting targets for both intentional (core and enhancements) and
emergent (new) innovation. When an organization goes about setting
allocation targets, the goal isto minimize risk while achieving the highest
possible return on investment (ROI).

Factors to Consider When Setting Your Targets

Three factors exist when setting your targets:

1. Industry
2. Competitive advantage
3. Maturity level

Depending on the industry, investment strategies will vary. Take, for
example, the airline industry. Its allocation targets represent a 60/30/10
split,22 while technology companies represent a 45/40/15 split, and consumer
packaged goods represent a 80/18/2 ratio.13 Each industry is unique due to
the nature of its business and operating model. It might cost a little less to
develop software compared to the cost of developing airline
products/services. Technology companies that are labor versus product
(airplanes) intensive must set their investment targets accordingly, because it
costs about the same to maintain their core products/services as it does to
enhance them.

Competitive advantage is the second factor. Whether a company is
considered a leader or a lagger affects its investment strategy. Companies that
have allowed their competitive advantage to erode find themselves at a
disadvantage and often need to play catch-up to market leaders. For example,
to increase its competitive advantage and gain a greater share of its market, a
consumer packaged goods company temporarily adjusted its investment
strategy from a 75/20/5 target allocation to a 50/25/25 split to develop a new
product line that increased its market share and gained back its competitive
advantage. The trick here is not to sacrifice one for the other in the long run.
Changing your strategy must be grounded in facts and not be done merely for
the sake of accommodating someone’s pet project. Vetting a new
product/service idea takes place at the enterprise level, with senior leaders
making the crucial investment allocation decisions.
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Maturity, the last factor, is important from the perspective that older, more
established organizations have core and adjacent products/services that they
must maintain and expand to stay in business. Making big bets on breakout or
disruptive new product/service ideas directly competes with maintaining
older, more established ones that pay the bills and keep the lights on.
However, in contrast, Lean Startup organizations usually invert this model,
with 10% going to core, 20% to maintaining, and 70% to new product/service
ideas, 14 since there’s nothing to maintain and much more to grow when
you’re first starting out. As organizations mature, the scales tip toward
supporting and maintaining core product/service lines, as well as enhancing
them, which causes the allocations to shift and be more heavily weighted to
the left.

Developing Your Investment Allocation Targets

Setting investment allocation targets correctly may take several budgeting
cycles to accomplish. A team comprised of senior and mid-level leaders must
work together to establish and then periodicallyreview the organization’s
targets. The gauge for success is reflected in an organization’s price to
earnings (P/E) ratio.1s Comparing industry P/E benchmarks, NPSs, or
consumer analytics may help to determine whether the targets need to be
adjusted up or down. For example, a drop in NPS may signal too much time
and effort being spent on innovation, at the expense of enhancing your core
product/service lines.

Also, any changes in the factors mentioned above may be cause for adjusting
the allocations as well. A company whose business model was in the Lean
Startup phase may move toward becoming more mainstream, resulting in
adjustments to the allocations to maintain its market share. Or inversely, an
established company that continually loses ground year over year due to
market disruption by a competitor may need to adjust its allocations and
spend more on new product/service idea generation and development than it
has in the past to regain its market share and stay competitive. Therefore,
how much is enough in each category fluctuates and will be based on your
company’s overall business strategy, competitive position in your industry,
and maturity level.

SETTING INVESTMENT TARGETS FOR NEW HORIZONS

Returning to New Horizons, once the objectives were identified, the
leadership team revisited their investment strategy to determine what
percentage of the available investment capital could be spent on core,
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enhancements, and new product/service ideas over the next year. Under the
dealership’s current strategy, its allocation targets had been set at a 70/20/10
split for the last several years. Given the organization’s current challenges,
Jim and his leadership team believe the targets require adjustment to
65/25/10 to address the pressing issues facing the organization. As you can
see in Figure 6-10, the objectives act as leversthat can be manipulated by
adjusting the spending amounts either up or down, depending on the
decisions made during the strategic planning process.

Strategic Objective

Increase quarter-over- 45% $157.5M
quarter sales

Increase the quality ofour  15% $52.5M
service to our customers

Increase the use of 25% $87.5M

technology to effectively
run our business

Modernize our facilities 15% S52.5M

Total 100% $350M
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Figure 6-10. New Horizons yearly investment strategy by theme

Overall, because the dealership sells a physical product that must be bought
and enhanced with additional parts at the dealership, it can’t bring down the
core and enhancement costs much on objective #1 of increasing sales quarter
over quarter. The 5% shift from core to enhancements, while holding new
spending steady, should be enough to accomplish the upgrades to the
dealership’s systems and facility. By proactively setting the direction of its
innovation and investment spending, Jimand his leadersare intentionally
becoming masters of their destiny: defining their mission and vision, setting
their strategic direction, and then putting the capital behind these activities to
drive value creation and delivery for their customers, stakeholders, and the
dealership. Lean leaders must develop the rigor and discipline to proactively
plan where their company’s money is going to be spent, because innovation,
and the value creation that comes from it, doesn’t happen by chance. It must
be intentional, deliberate, and consistent activity that happens quarter over
quarter, year after year.

Developing Your Strategic Roadmap

| once worked with a customer who told me he had just sat through a two-
hour meeting in which the leaders of the company hotly debated the spending
of another $2 million to finish a project that was a year overdue and $3
million over budget. By the time it was complete at the end of the current
year, the opportunity they had been working on had passed them by, and the
product that was going to be rolled out at the end of all of this effort was
obsolete. However, many of the leaders felt they were obligated to complete
it out of a sense of loyalty to the CEO, since it was his pet project.
Unfortunately, there are countless initiatives in corporate America that should
have been killed, stopped, or cut, but no one had the courage or recognized
the need to do so when the strategic direction of the organization changed, or
the competitive advantage they were trying to capture ceased to exist.
Because of this lack of corporate courage or good stewardship, billions of
dollars are wasted every year on initiatives that add very little or nothing to
the bottom line. In the situation I just described, the company’s leaders will
have spent $10 million on something that now creates very little value for the
company and its customers. So, to turn the corner and become a value-
generating organization, the ability to respond to change must become a part
of your corporate DNA.



When developing your strategic roadmap, two constraints must be taken into
consideration: your investment strategy and the amount of investment
funding available per budget period. Both constraints limit the type and
amount of work that can be accomplished in any given budget period.
Therefore, an organization’s limited investment funding must be
appropriately allocated, based on the company’s investment strategy and
sense of urgency that exists from changing market conditions. The following
four key ingredients are necessary to build an initial first-year, rolling wave
strategic roadmap:

. Strategic objectives and competitive opportunities
. Tactical plans with delivery timeframes and cost estimates
« Investment strategy and funding allocations

Let’s look at how these ingredients come together to assist New Horizons in
their efforts to develop their roadmap.

Building the New Horizons Strategic Roadmap

Overall, the strategic direction for the New Horizons service department in
the next 12 months focuses on the objectives listed in Figure 6-11, which
represents the anticipated investment spending this year across the four
strategic objectives and three investment strategy categories. The anticipated
spend within the service department is $17.5 million, which, based on total
budget estimates (Figure 6-10), makes up about 20% of its anticipated
investment spending this year across the three investment strategy categories.

Matching the investment strategy to the yearly strategic objectives,
investment allocations, and tactical plans gives New Horizons’ Lean leaders
a concrete picture of how they will create service department value over the
next 12 months. New Horizons’ mid-level tactical managers used the cost
estimates obtained from the tactical plans to work together to balance these
factors and assign funding to the plans, based on the investment allocations
and budget targets, to ensure the dealership’s investment spending matches
its investment strategy. They achieved a balanced budget by remaining
within the total yearly budget targets and will be able to add all of the work
described in their canvas to their strategic roadmap.
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Strategic Objective

Increase quarter-over- 1.Do randc
quarter sales follow-uj

2.Perform
custome
lapsed se

Increase the quality of our 3.Develop
service to our customers Repair m

4. Provide 1
Service s

Increase the use of technology 5.Upgrade
to effectively run our business  program

Modernize our facilities 6. Upgrade
throught

Tot

Figure 6-11. New Horizons service department investment allocations by theme

This type of clarity is achieved only through strategic planning at the
strategic (enterprise) and tactical (mid-level) levels, allowing New Horizons
to lay out a roadmap based on facts and logic instead of hunch and intuition.



It’s an integral part of ensuring that strategic objectives are well-planned and
that they intentionally guide how value is created and delivered. Now the
managers are ready to construct the first part of the roadmap, by placing the
tactical plans on it, based on their end delivery timeframes. Table 6-1 depicts
the New Horizons Service Department Strategic Roadmap at the tactical plan
level.

For example, the technology team has three major efforts underway this year:
the dealership computer hardware upgrade, the service and repair mobile
device app, and the loaner car program system upgrade. Because the first one
is due in the next 90 days, it’s scheduled to be completed by the end of Q1.
The second one is due to be completed within the next 6 months, so this work
Is placed on the roadmap to be completed by the end of Q2. The last one is
set to be delivered in Q4, since its target date was set to be within the next 12
months. Remember, the tactical plans are placed on the roadmap based on
their completion date, not their start date. Going forward, the roadmap will be
used to communicate out to stakeholders the progress against both the plan
and KRs, as well as being used in prioritization efforts to ensure the teams
don’t get overloaded and require additional assistance (such as contract help)
to complete the work.

Year 1: Q1 Year 1: Q2
. Increase quarter-over-quarter sales . Increase the quality of our service to
(12 months) our customers (6 months)
$1.25m 1. After Service customer $6.00m 3. Service & Repair mobile
follow-up call program device application
$1.00m 2. Service Lapsed customer $1.50m 4. Service agent customer
call program service training

« Modernize our facilities (90 days)

$2.5m 6. Dealership computer
hardware upgrade

Year 1: Q3 Year 1: Q4
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. Increase the use of technology to
effectively run our business (12
months)

$5.00m 5. Loaner Car Program (LCP)
System Upgrade

$4.375m/quarter Run Rate
TOTAL: $17.5m

Table 6-1. New Horizons service department 12-month strategic roadmap

The last step in constructing the roadmap is to place the operational tasks on
it, to determine the minimum viable product (MVP) release plan.

Releasing Value in Increments: MVP Release
Planning

All the preceding activities were performed to be able to identify how to
chunk the work and release it in stages to create incremental value through
the creation of an actionable plan, known as the minimum viable product
(MVP) release plan. It’s the responsibility of the mid-level tactical managers
who work with the teams to clarify the MVP operational tasksets that deliver
value within each release. Each task is assigned a priority based on business
and customer value and then laid out on atimeline or release plan for
execution and delivery. Each time segment in the plan represents a release of
bundled tasks, or in other words, the MVVP feature set developed to deliver
incremental value. The capacity of the teams and the length of the execution
window determine how much can be included in each release.

The MVP release plan is prepared by the tactical managers and gemba teams
so that it’s clear when work needs to occur for each task. It also aids in
communicating with other parts of the organization, such as the marketing
and operations teams, as to when tasks will be ready to release out to the
market. Using this process, a product/service is delivered incrementally,
instead of all at once, based on what makes sense to the market and what
customers find valuable. Releasing it in chunks also allows the organization
to learn about what is valued in the marketplace through customer feedback,
along with being able to start to recoup its investment by generating a
revenue stream and payback period, sooner rather than later.



Completing the MVP Release Plan

To complete the release plan, the tactical managers work with the gemba
teams to determine which operational tasks, located underneath each tactical
plan, add the most value. The knowledge gained during the previous phases
forms the basis of prioritization in terms of high, medium, and low value
compared to each other. The priority of a task also determines the execution
windows in terms of near-, medium-, and long-term timeframes. The highest
priority, near-term tasks are grouped together at the top of the list, then the
medium ones, and finally the lower priority, longer-term ones. In this
manner, a prioritized list based on strategic fit, business value, and delivery
date is created.

Keep in mind that both the roadmap and the release plan represent a rough
estimate of the anticipated work for the next 12 months. As the tactical
managers continue to learn more about what’s required to deliver each
tactical plan through the decomposition and continuous refinement of the
tasks underneath, some movement and adjustments may occur. Also, the
organization’s priorities might shift, or a hot new product/service idea may
create a new plan that requires immediate development to seize market
opportunity. So changes to both the roadmap and the release plan are
inevitable. Remember, nothing is written in stone; responding to change and
having the flexibility to quickly shift prioritiesare why all this planning
happens in the first place.

However, the current period investment and budget targets must be
maintained. As a Lean leader, you will always be constrained by your
investment funding targets because you can’t spend what you don’t have. If
more funding is necessary to seize a market opportunity, then these targets
will need to be revisited or some scheduled work from one of the current
tactical plans will have to be deprioritized and pushed out. But the timing and
feasibility of making a change must be considered. Changing things up in the
middle of a release window is not a good idea. If adjustments are necessary,
they usually occur at the beginning of a new release cycle. This gives the
organization time to complete the scheduled work in progress (WIP) for the
current release and then shift its focus and funding before work begins on the
next one.



Building the New Horizons Service Department MVP Release
Plan

Having developed their strategic objectives, competitive opportunities, and
tactical plans, as well as determining their investment strategy, the New
Horizons service department budget sits at approximately $17.5 million.
With the New Horizons Service Department Strategic Roadmap in hand, the
tactical managers meet with their teams to construct their current year,
quarterly MVP release plan. Working off the 12-month strategic roadmap,
the tactical managers first prioritize the tasks based on business and customer
value and then assign a priority based on when they require development
effort. They work through all of the tasks on their listin this manner until the
top-priority items in the current (Q1 in Table 6-2), near-term (Q2 in Table 6-
2), medium-term (Q3 in Table 6-2), and long-term (Q4 in Table 6-2)
timeframes are assigned to a release.

Once complete, the gemba teams can begin work on planning the next
release, knowing they are working on things that will definitely create and
deliver value for New Horizons’ customers, stakeholders, and company,
which in the end creates the win/win situation that Jim and his team wanted

to achieve.
Year 1: Q1 MVP Release #1 Year 1: Q2 MVP Release #2
1. After Service Customer Follow-up 3. Service & Repair Mobile Device
Call program Application—(Cont’d)
« Write follow-up call script + Build “Send Repair Progress”
. Pilot follow-up call script notifications
. Revise script based on « Build “Viewable Bill” capability
findings « Build “Push Feedback Survey”
« Launch follow-up call capability
program « Build “Offer Coupons/Discounts

on Next Visit” capability

2. Service Lapsed Customer Call « Build “Push Notifications for

program Next Service Due” capability
. Pilot/Revise Service & Repair
- Write follow-up call script mobile device application
- Pilot follow-up call script . Launch Service & Repair mobile
 Revise script based on device application
findings . Solicit feedback from customers
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« Launch follow-up call
program

6. Dealership Computer Hardware
Upgrade

. Install new computers

. Install new printers

. Install new handheld devices

.« Configure/test hardware &
network

3. Service & Repair Mobile Device
Application

« Conduct TBP effort on
mobile device processes

. Build customer register and
log-in capability

« Build “Schedule an
Appointment” capability

o Build “Arrange for a Loaner
Car” capability

. Pilot/revise Service & Repair

mobile device application
« Launch Service & Repair
mobile device application

Year 1: Q3 MVP Release #3

5. Loaner Car Program (LCP) System
Upgrade

. Install new system software

. Configure new system
software

. Test new system software

Incorporate feedback into the
mobile device app

4. Service Agent Customer Service Training

Determine training vendor
Negotiate and sign contract
Schedule training class
Conduct training class

Year 1: Q4 MVP Release #4

5. Loaner Car Program (LCP) System
Upgrade—(Cont’d)

Perform gap analysis on features
& functionality

Revise/update LCP processes (if
necessary)

Conduct LCP processes training
(if necessary)

Launch new LCP system



Table 6-2. New Horizons service department 12-Month MVP release plan

Conclusion

Leading enterprise wide means spending time to develop your CSDM
framework so that you can empower everyone within your Lean enterprise to
work toward achieving its strategic objectives. By systematically identifying
your competitive opportunities that are completed through the development
of tactical plans and operational tasks, you build an organization that allows
everyone to participate in the process of setting the course and then fulfilling
its vision. All of the activities that a Lean enterprise undertakes must be tied
back to its strategic objectives; otherwise, there’s no reason to undertake
them. In this way, waste is removed, and only value-adding activities are
undertaken to fulfill its mission and bring its vision into reality.

When companies don’t spend the time to develop their frameworks, it causes
organizational drift: the organization drifts aimlessly without direction,
hoping the activities it undertakes somehow result in value delivery.
Product/service releases become a haphazard cluster of unrelated activities
that may or may not deliver value. Hope is not a strategy, and when leaders at
all levels within the Lean enterprise forgo making the tough decisions that are
necessary to develop a concerted plan, they are not doing themselves or their
staff any favors. More often than not, their inability to make the tough calls
doesn’t mean those decisions aren’t made. In this situation, the responsibility
falls to tactical managers, operational team leaders, or even the gemba teams
themselves to make these decisions and the company continues to exist. If
what an organization truly seeks is to create and deliver value, then
leadership at all levels must be held accountable. After all, you would never
board a ship or get on a plane if you knew that the captain at the helm or the
pilots in the cockpit had no intention of doing their job that day—or worse
yet, that they weren’t fully committed to having a safe and success cruise or
flight...right? Those that follow leaders count on them to lead. Period!

So if you think about it, when a company’s leadership doesn’t develop

its “Enterprise True North” and chart its course beforehand, they are in a
sense saying, “Sorry crew...you’re going to have to figure this one out on
your own. We’re sitting it out. Best of luck!” It sounds laughable, but when
you’re out in the middle of the ocean or 35,000 feet in the air, it’s cause for
panic. As a Lean leader, you must hold yourself and other leaders
accountable to give the crew a plan to operate inside of and be able to make



sound tactical and operational decisions. That way, if we come upon a storm
or hit some rough turbulence requiring the crew to slightly alter course or
turn on the seat belt sign, the decisions they make in these situations will be
grounded in fact and are well-informed ones.

Don’t underestimate the power of developing your CSDM framework
because, in the end, it also feeds decentralized decision making through
empowerment and transparency, leading to the ultimate goal of creating and
delivering both customer and company value.

One of the best ways to create this kind of value is to innovate, which is the
focus of the next chapter: leading innovation.
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Chapter 7. Leading Innovation

Innovating is the heartbeat of the Lean enterprise. And it must beat with
vitality and zeal to ensure that disrupting your competition and marketplace
is in the forefront of everyone’s mind within your organization. That means
developing and executing on a strong innovation program to understand how
to look for and anticipate change, then embrace and learn to exploit the
inevitable opportunities that it brings to you and to the Lean enterprise.

This chapter discusses what innovation and being truly disruptive means to
you as a Lean leader. We will cover the qualities of innovation, common
sources of disruption, and ways you can harness these things to your strategic
advantage through the use of design thinking, voice-of-customer programs,
and the Lean product canvas.

Fighting Off Extinction Through Innovation

Innovation is an elusive thing. A recent study by Altimeter (a prominent
research organization) found that low digital literacy is restraining the scope
and extent of innovation,1 even though customers have embraced the internet
for more than 20 years now. This survey showed that only 40% of companies
operated with an executive-mandated steering committee2 responsible for
introducing innovation and accomplishing organizational transformation,
even though the Internet of Things (loT) is beginning to permeate every
corner of our world. Customers more and more demand the rapid
development and release of new products/services that satisfy their constant
cravings for innovative new features and functionality, in a way we’ve never
seen before. That’s a sad commentary on the state of industry today, and
developing the ability of the Lean enterprise to evolve with the times is your
responsibility as a Lean leader.

Many companies are still too intensely focused on cutting costs as a means to
survive instead of identifying their product’s or service’s vision and value
proposition and then developing a concrete mission to realize that vision and
create customer, stakeholder, and company value. Despite the success of
companies like Facebook and Amazon, which lost millions of dollars in their
early years, first and foremost Mark Zuckerberg and Jeff Bezos focused on
filling the unmet wants, needs, and/or desires of this new customer base.
“Build products and services that customers find useful and valuable, and the
profits will follow” 1s the mantra of this new generation of leaders. Focusing
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on value delivery and redirecting a company’s workforce to deliver that value
In innovative new ways represent the emergence of a new approach to doing
business, where innovation and speed to market is the name of the game,

with disruption being the sought-after end result.

Innovation Isn't New!

All this talk about innovation might seem like a recent conversation, but it’s
far from that. The importance of innovation was codified in 1985 by Peter F.
Drucker in his seminal book Innovationand Entrepreneurship, in which he
wrote:

Innovation is the specific tool of entrepreneurship, the means by which they
exploit change as an opportunity for a different business or a different service.
It is capable of being presented as a discipline, capable of being learned,
capable of being practiced. Entrepreneurs need to search purposefully for the
sources of innovation, the changes and their symptoms that indicate
opportunities for successful innovation. And they need to know and to apply the
principles of successful innovation.3

Almost four decades ago, Drucker identified the heart of innovation:
exploiting change and viewing it as opportunity rather than as our greatest
nemesis. Today, being digitally literate is often seen as a linchpin of
innovation, but it’s only one piece of the puzzle. Competing in today’s
marketplace means having a well-rounded strategy that supports your
competitive position.

It’s not just about being a business-to-business (B2B) or business-to-
customer (B2C) company; it’s about being omnichannel and approaching
your business from a strategic, tactical, and operational perspective. The
problem is that we’ve bought into the hype around “digital literacy.” Some
leaders have latched onto that term like it’s some sort of magic bullet or life
preserver. You can almost hear them: “If we could only master digital
literacy, everything would be so wonderful in our organization and our
troubles would be over!”

To compete on a global scale, Lean leaders must be bold and innovative,
exploiting and expanding into multiple sales, distribution, and customer
experience channels. They can do that only by recognizing how to leverage
and combine traditional and digital ways of marketing, selling, supporting,
and operating a 21st-century company.
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Defining the Qualities of Innovation

What does innovation really look like, and what qualities does it possess?
That’s a tough question. With the subject getting so much attention over the
last several years, you’d think it would be easier to answer. When experts
define innovation, they usually discuss the qualities or characteristics of those
who seek to innovate, or they suggest methods to use when innovating.
However, those types of discussions don’t really get at the heart of what it
takes to succeed in the innovation game. | believe succeeding at the
innovation game involves seven things.

HUMAN THINKING

Innovation must leverage human thinking; it must put the customer at the
center of all your efforts by making them the focus of why you want to
innovate inthe first place. You must build a picture of your ideal customer so
that you can really design and develop products/services that appeal to them.
You must not think of them as the human embodiment of dollar signs—your
customers will see right through any attempt to merely push a half-baked
product/service onto them.,

That is no easy task, though, because people are unique creatures. However,
they do share collective traits that can be identified and leveraged, by
customer type and within a specific context, when designing and developing
products/services. You can employ participatory design techniques to bring
the human aspect into the design process.

But let’s not confuse human-centered design with design thinking (discussed
later in this chapter). Human-centered design is a philosophy that puts people
at the center of the design process. Design thinking is a method of
accomplishing this task. In the end, 1t’s all about identifying the behaviors,
motivations, and needs that drive people to make “pull-based” buying
decisions, from a human perspective.

CONTEXT

Solving the right problem in the right context is crucial to being a successful
innovator. You must pay attention to the context or framing of the problem in
the customer’s environment in order to hit the mark with an innovative new
product/service. To accurately identify context, you must solve for the root
problem, not for its symptoms. Remember, there are many ways to solve a
problem, so let your creativity and imagination run wild. Work on your
hypotheses to discover the best solution.



By expending the energy to truly understand the real problem in the first
place, you give yourself a much better chance of succeeding in designing and
building the right product/service in order to solve the right problem within
the right context.

COLLABORATION

The Lean enterprise’s innovative spirit thrives when people work together in
a collaborative way. Making your team holistic by including representation
from every department—including those that will design, develop, market,
sell, service, and support the product/service once it is released to the
market—produces a team with lots of different perspectives.

Diversity breeds creativity. Getting a bunch of people with different views or
perspectives in a room to solve a problem harnesses the power of the
collective consciousness. All the beliefs, experiences, behaviors, thoughts,
and motivations of your potential customer are represented right there in the
room with you, through the diversity inherent within your team.

ITERATIVE AND INCREMENTAL PROCESSES

Innovation by its very nature embraces experimentation. Until you actually
develop something, such as a working prototype that you can put into the
hands of your customers, realizing what does or doesn’t work is impossible.
This is really the only way to figure out whether you hit the mark or need to
go back to the drawing board and try again.

Giving innovators free reinto innovate through experimentation is the
greatest gift you can give them. So if you have these folks in your
organization, give them the time and space to iteratively and incrementally
innovate. Or if you’re one of them yourself, figure out who will support you
in your quest to “build a better mousetrap.” Then partner with them to start
building it! That’s how innovation happens.

FAILURE TOLERANCE

Failure is an inherent part of the learning process and should be viewed as
finding out one more way that something won’t work as you continue to
experiment with finding the real solution. Failure is a chance to learn and
grow and come up with other, more viable ways to solve the problem. Armed
with the new knowledge you’ve just obtained, you can then try again and
again, if need be. Innovation is an iterative, closed-loop process that offers



incremental learning as you go. Take advantage of it and cherish the
learnings that come from it.

MOXIE

Many years ago, my mother introduced the term “moxie” to me. She would
use it to describe people whom she admired for their grit, tenacity,
determination, spunk, and unwavering conviction to succeed at whatever they
set their sights on. If you don’t possess moxie, you’re probably best staying
on the sidelines and not jumping into the innovation game. Innovating comes
with a series of ups and downs that will test your patience, resolve,
willpower, perseverance, and convictions.

On the other hand, if you light up at the thought of a good challenge and your
mind is keenly focused on long-term success, then by all means suit up, my
friend, and put yourself in the game. Just remember that innovating must be a
part of your DNA.

DISRUPTION

Innovation by its very nature is disruptive. It challenges the status quo by not
accepting the notion that this is just the way things are and there is no
changing it. Being disruptive involves a constant learning cycle that springs
forth from our nature as curious beings who observe, think, reason, and learn
by questioning things—and then figure out how to make them better. A
disruptive mind is a powerful thing to leverage and cultivate. Innovation is
the process of discovering new ways of doing things and making things better
than before. But it all begins with one disruptive mind that spends many
mental cycles thinking about how to make things better for us all.

Thinking with a Disruptive Mind

Lean leaders lead change. If you’ve gotten in the habit of looking for
opportunities to be disruptive, you’re always preparing both yourself and the
Lean enterprise to seize and exploit them. You’re constantly scanning the
horizon for the next great disruptive opportunity. Watching trends in your
industry and environment, talking with your peers to get their perspectives,
keeping an eye on the global economy and where it’s headed—these are all
ways to keep your finger on the pulse of potential sources of disruption.
Being disruptive is a proactive stance when it comes to anticipating change
because change is what’s at the core of disruption. As a Lean leader you must



learn to spot trends and react to them before they get forced on you and your
organization.

There’s no way to slow down or stop change. The best strategy is to stay out
in front of it because then you’ll be ahead of your competitors, negative
trends, downturns, and environmental conditions. Thinking with a disruptive
mind is an art that you must hone as a Lean leader to stay relevant in your
market and ahead of your competition. The sooner you realize this fact, the
sooner you’ll see that change is a good thing,

Examining the Sources of Disruption

This section explores six areas where you can look to disrupt or, on the flip
side, be disrupted yourself. Focusing on these areas and asking yourself lots
of questions are important first steps to properly anticipating and preparing
for change.

MARKETS/INDUSTRY

Your field of play is the first place in which disruption can happen.
Understanding what’s happening in your own backyard is paramount to
staying ahead of the disruption curve, not just on a local level but all the way
up to the world stage. Rising and falling trends and patterns impact how you
operate in the near to distant future. Understanding that both your markets
and your industry possess these multidimensional aspects allows you to
clearly see and define proactive measures to remain competitive and lead
within your industry.
« What is happening in your market? Regionally? Globally?
« What is your competition up to in your market/industry?
Have they introduced a new product/service?
What impact is it having on your market share?
What are you going to do about it?
. Isthere a trend or pattern developing on the horizon?

Has it developed to the point that it is now impacting your
market?

How are you going to respond to it?
. What state is your market in?
Is it emerging? Accelerating? Peaking? Declining?



What things must you start/stop/maintain in order to address the
changes?

. Are you viewed as a leader or a lagger?
Do you set trends or follow them?
If you’re lagging, what are your plans to catch up?

If you’re aleader, how do you intend to stay ahead of your
competition?
TECHNOLOGY
Every company is a technology company nowadays. Understanding and
exploiting emerging technologies is a necessity that’s here to stay. So staying
ahead of the technology and seizing the opportunities it brings in order to
disrupt both the way you do business and your competition is a no-brainer at
this point.
« What is happening in your industry regarding technology?
New innovations?
Things on the horizon?
« Who isembracing these new trends?
How will you compete against them?

. How do you plan on exploiting technology to gain competitive
advantage?

Is there a technology that has the potential to completely disrupt
your market? Your product/service lines?

Are there countermeasures you can put in place to offset this
impact?

« Is the next new, hot “IT” thing a fad, or will it have some staying
power?

Will your competitors seek to exploit or avoid it?

Is there a window of technology opportunity open to you that
may close soon?

What is the likelihood of your competition exploiting it to gain
market share?



ECONOMY

Technology has caused the world to shrink, and what happens in one part of
the world, from an economic perspective, might well affect other economies
halfway around the globe. There’s a domino effect in play here, and you can
no longer ignore far-off events. By paying attention to the economy at all
levels, you’ll be better able to cope with the disruptions caused by local and
global economic shifts.

« In what direction is the economy headed? Boom, bust, or status quo?

How should you prepare for an eventual downturn/upturn?

« What are the stock markets doing in the US? In Europe? In Asia?
Around the world?

Bullish? Bearish?

How will this affect your customers and their ability to purchase
your products/services?

« Has there been a natural disaster that will affect the supply of a
precious commodity or product ingredient?

How will it affect your supply chain? Are there other options
available to you?

POLITICAL CLIMATE

Understanding what’s going on from a political standpoint expands your
disruptive field of vision into areas that can sometimes remain hidden and in
the shadows, only to create situations that pop up at the last minute, when
you least expect them and when it is too late for you to react.

- What is happening in politics at the local, regional, state, and
federal levels?
« Are there new laws and/or regulations that you’ll have to comply with?
Are there ways to exploit them to your benefit?

What type of effort/cost will you need to expend to be/remain
compliant?

« What is happening on the world stage?

Is there political unrest? New parties or leaders coming into
power in far-off places that may affect you?

Are there new world views taking shape?



WORKFORCE

You have to take your workforce into consideration to ensure your continued
survival. Properly skilled and trained employees coupled with solid talent
acquisition and performance management strategies are necessary to
accomplishing your vision, mission, and value proposition.

What do the members of your current workforce value?

Are they intrinsically or extrinsically motivated?
Is that trend going to continue? Is there change on the horizon?

. What about the generational aspects of your workforce?
» Is the composition of your workforce changing due to
attrition? Retirement?

Are you thinking about succession planning?

Are you prepared to train the next generation of leaders? Or
employees?

. How do they want to be led?
Command and control? Autonomously? Somewhere in between?

How are you going to train your current leadersto adjust to any
trends or changes on the horizon?

. Is diversity supported and encouraged?

Does your workforce reflect both your current and potential
customer composition?

Is there gender parity, and is equal pay for equal work
happening?

. Do your talent acquisition and performance management strategies
encourage people to stay or leave?

What is your retention rate? Attrition rate?
« What is the word on the street about you as an employer?
Good? Bad? Indifferent?

Do you have a plan to fix any perception problems, real or
perceived?



LEAN ENTERPRISE

Finally, you must examine and evaluate what’s going on inside your
organization. You need to position your company for continued success and
be proactive about adjusting course in the foreseeable future to maintain your
competitive advantage.

. Are there budding innovators right under your nose?

What are their thoughts on your future and the overall outlook of
the company?

Do they possess disruptive ideas that you can support?
If you funded their ideas, what would be the cost and outcomes?

Would it result in a new product/service that could be brought to
market?

Would it expand your market presence or open up new ones?

. Is your operating or organizational model stale? Are they ripe for
transformation to keep up with the times?

Do they slow down your ability to quickly make decisions in
response to change?

Are you stuck in dead-end silos that do not foster collaboration
and innovation?

Are there fiefdoms or counterproductive behaviors that need to
be broken?

Do the different departments support or hinder each other’s
progress?

o What about the progress of the company as a whole? Is it
being impacted by these behaviors?

These questions are intended to get you thinking about all the ways change
can affect you, but they are by no means an exhaustive list. By now | hope
you realize that you must acknowledge and proactively manage change. Any
of the factors just covered could be the source of the next major wave of
disruption in your market, industry, economy, environment, or the world. Are
you going to exploit it or cringe and wither in defeat? The choice is totally up
to you. And remember, choosing not to act is also a choice. Will your
competition make that same choice?



Moreover, do you still think you can control the effects of change? Because
trying to control these effects is an illusion. Thinking you can control them
will end up pushing you toward corporate extinction. Make the choice now to
proactively respond to the changes these factors may bring and see them for
what they are: opportunities on the horizon!

Finding Disruption in the Voice of Your Customer

To design innovative products/services that are disruptive in nature, you must
understand who you’re designing them for, why customers would buy them
in the first place, and how they will be used. Consider the

following questions:

-  When was the last time you had a conversation with someone who
actually bought your product/service?

« Do you truly understand why that person made a purchasing decision?

. Are your customers being treated like real human beings or just
numbers on a page?

« What is it like trying to find something on any of your channels?

« How easy do you make it to actually buy something from you? Return
it? Get it serviced ina timely and professional manner?

. Do you think your efforts to date have yielded a connection with your
customers? Would they agree with you?

Attracting, acquiring, and retaining your customers is about connection.
People buy goods and services from people and companies who create and
elicit feelings of positive connection. Our globally connected world has led to
the rise of the empowered customer. Today, choices abound for the savvy
shopper. Determining what is and isn’t important to customers can make or
break your product/service right from the start. What better way to form a
connection than reaching out and asking them? According to research
conducted by the Aberdeen Group (an international customer experience
research firm),4 leaders who have an engaged customer experience and a
best-in-class Voice of the Customer (VoC) program register almost 10 times
greater year-over-year increases in annual company revenue compared to all
others. They also:

. Enjoy 55% greater customer retention rates

- Have an average 23% decrease in year-over-year customer service
COSts


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#ch07fn4

« Post 292% greater employee engagement rates

A VoC program is about describing the needs of your customers, from their
perspective, by capturing what they’re saying about your business, product,
or service. It’s about taking the time to listen to your past, present, and future
customers so that you can connect and engage with them across all of the
touchpoints that make up your customer experience (CX). That’s how you
figure out which types of products/services they want to buy and consume
from you. Confirming your customers’ wants, needs, desires, perceptions,
preferences, and expectations is key to developing a holistic customer-centric
strategy so that you’re sure you’re developing the right products/services, at
the right time, to fill the right need. A need is nothing more than a
description, in the customer’s own words, of the benefit to be fulfilled by
your potential product/service.s

But a need is not a solution, because customers usually describe needs in the
form of characteristics, preferences, or expectations of a potential
product/service. So in the early stages of your VoC, it’s best not to focus on
solutioning the needs they express. Doing so may cause you to miss
disruptive ideas or creative ways to actually solve their problems.

The idea is to improve on your products/services, as well as all stages of the
customer experience. Overall, a VoC program helps you to:

. Evaluate new concepts, innovative ideas, and disruptive, market-
leading solutions

. Customize your products/services, add-ons, and features to meet the
needs and wants of your current and potential customers

« Increase customer retention and acquisition rates

. Serve your customers with products/services they actually want, need,
and desire to purchase and consume

. Identify potential brand crises through early warning signs, based on
market movements or shifts in competitor strategies

Implementing an ongoing VoC program requires continuous effort. It’s
deeply rooted in Lean continuous improvement principles. If you aspire to be
a customer-centric organization, one that brings disruptive products/services
to market, this feedback loop must become an invaluable part of the
innovation process, along with building and increasing customer loyalty. It
also acts to keep churn rates down and net promoter scores up.
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Collecting and analyzing information and feedback from many different
sources, such as marketing, operations, customer analytics, and competitor
research, can be quite a daunting task, especially if this is the first time
you’ve done a VoC analysis. But when you’re done, it provides a wealth of
data and information, including the following:

« Who your customers are

. What wants, needs, and/or desiresthey are most interested in having
met

« What various journeys, touchpoints, and connections exist within the
customer experience

. How to prioritize where your efforts will have the most impact
Seven Steps to Conducting a VoC Analysis

This section goes over seven distinct steps you can use to accomplish this
task.

STEP 1. CONDUCT VOC INTERVIEWS

The first and possibly most important step is conducting the VoC interviews.
For the sake of maintaining focus, you must develop a standard questionnaire
so that there’s consistency across the interview findings. It’s best to limit
yourself to 10-15 open-ended questions that spur conversation during a one-
hour session. The questions should be considered a starting point, but many
times during interviews the answers you receive may take you off ina
completely different direction, which is okay, since there are no right or
wrong answers. Remember, you’re there to gather information, not conduct
an inquisition. | like to make sure | get through all the questions so that I can
do an apples-to-apples comparison when analyzing the data. I usually end up
with no more than 12 questions.

As for the questions themselves, open-ended questions are preferred. For
example, ask interviewees to picture themselves using your product/service
or channel, shopping in your store, or using your website or a mobile device
to shop online. As they respond, ask probing questions that drill down on
their needs to obtain more detailed descriptions. That’s where their needs will
become the most specific. Just asking them what they want won’t render the
results you’re looking for, because most people don’t know how to answer
that question. Building real and hypothetical experiences they can relate to
during the conversation will help you gather the relevant data.



Next, you must identify who you’re going to interview. Research suggests
that a sample size of approximately 10 to 30 customers (current and
potential) tends to be the most beneficial, with the sweet spot being 20 to
identify over 90% of the needs.s Going above 30 doesn’t render additional
benefits during this phase of needs collection, so don’t waste your time and
don’t fall into analysis paralysis. Collecting 90% is good enough. Remember,
there’s a cost associated with this work; it’s not free—consider whether or
not spending more to get closer to 100% is worth it. Only you will be able to
know when you’ve done enough interviews to render good results, because
this process is quite qualitative. These are only guideposts for you to follow.

The interview should be performed by teams of at least two people—one to
ask questions and one to observe and take notes. Recording the interviews
can also be helpful. Having them transcribed allows you to conduct further
analysis afterward. Transcribing also means you can go back and check
whether your notes accurately reflect what was said during the interview.
Always make sure the interviewees are aware of the fact they are being
recorded; it’s a good practice to let them know about recording during the
selection process, to give them an early chance to opt out.

You can also conduct focus group and mini-group (two to three customers)
interviews. Interviewing larger groups of customers will often render even
more results as you take advantage of the synergies between the participants,
resulting in the collection of even more creative ideas. The duration of each
interview should be two hours, again with two people leading the interview.

STEP 2. ANALYZE THE CUSTOMER INTERVIEW
TRANSCRIPTS TO DEVELOP A DETAILED LIST OF
CUSTOMER NEEDS

Research has shown that if you conduct between 10 to 30 interviews, you’ll
need a team of approximately four or five analysts to identify 90% of the
needs and disruptive ideas expressed by the customers.7 Keep in mind that
the team composition should be varied as well, pulling from the different
groups that will use the data, such as customer experience (CX), user
experience (UX), product/service development, marketing, sales, service, and
others, which will give you a richer variety of perspectives and greater
understanding of a larger set of customer needs. Each analyst should go
through every transcript and identify the ideas they hear to obtain the detailed
list.
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STEP 3. SORT THE LIST BY CUSTOMER TYPE OR
SEGMENT AND IMPORTANCE

Once you have your detailed list, sort it by customer segment, rendering a
complete “voice” for each segment. Then go through each segment and rank
the importance of the needs for each customer type, keeping in mind that
importance is denoted by the desirability of fulfilling that need for

that segment.

STEP 4. PRIORITIZE AND CATEGORIZE EACH NEED

First, sort the expressed needs into the following three customer
needs categories:

Basic needs

What the customer assumes the solution will do
Articulated needs

What a customer tells you they want the solution to do
Exciting needs

Needs that, when fulfilled, represent true innovation, both surprising
and delighting your customers,g as well as disrupting your market
and competition

Then prioritize the needs based on what the customer said about each. This
can be tricky, but don’t worry. The next step is to validate your prioritized list
of needs with your interviewees before you move forward with taking action.

STEP 5. VALIDATE YOUR FINDINGS

Before you go any further, go back to the interviewees and ask them to
comment on your prioritized list. Set up a follow-up interview inthe same
manner as before, but now the focus will be on discussing and validating
your list. Show the list to each interviewee and have them review your
prioritization efforts, paying close attention to where and why differences
might arise. Ask open-ended questions to understand the thoughts, feelings,
emotions, beliefs, and perceptions behind each. After this second round of
interviews is complete, reconcile your findings to derive the final prioritized
list of customer needs and disruptive ideas.
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STEP 6. ORGANIZE THE NEEDS INTO A HIERARCHY
Structure the needs into a hierarchy, consisting of the following three types:

Primary needs

These are strategicin nature, thetop 5 to 10 used to set the strategic
direction of the product/service.

Secondary needs
Each primary need isthen decomposed into 3 to 10 tactical needs,
definingwhat you must do to satisfy the primary need or strategic
direction.

Tertiary needs

These needs are operational in nature and provide the detail you'll
need to develop solutions that satisfy the secondary needs.

After completing this step, you will have your marching orders and can move
on to determining how to go about fulfilling each of them.

STEP 7. DETERMINE HOW YOURE GOING TO FULFILL
EACH NEED

The VoC data can be used in many ways to fill customer needs. You can
define a new channel to broaden and enhance your customer experience or
develop a new marketing campaign to let your customers know that you offer
a solution. You can use your data as input to develop design attributes for a
disruptive new product/service. To answer an unmet need and bring an
innovative new idea into the marketplace, it’s up to you to determine how
best to use the data you’ve obtained.

There are numerous other ways of collecting customer feedback besides
committing to the time and expense of performing a VoC analysis. Here
are several:

Online/offline customer surveys and reviews

Puttingtogether surveys and collecting data either online or offline is
much easier than expendingall the time, effort, and expense of live
interviews (the costliest VoC method). But remember that surveys are
often only filled out by disgruntled customers who have not had a



good experience, so there’s a good chance that the results will be
slanted or biased toward the lower end.

Live chat
Speakingto customers while they view your website can be a very
effective way of collecting customer data. Accordingto a studydone
by Forrester,9 44% of shoppers stated they think the best feature of an
ecommerce website is the ability to chat with someone to get help or
have their questions answered right there on the spot. By analyzing
the chat sessions, you can figure out what questions they’re asking,
what products they ask about most, and whether they’re looking for
somethingyou don’t offer, as a way of determiningadditional unmet
customer needs duringa visit to your site. You could also follow up
with an email survey to ask them more specific questions and get
additional, more targeted feedback for further analysis.

Social media

Platforms like Twitter, Facebook, and LinkedIn are great sources for
direct customer feedback. You can choose to quickly listenin the
background or actively participatein the conversation. It’s up to you
to determine how best to leverage these media to collect additional
customer needs and product/service feedback.

Websites
What do your customers do when they visit your website? By
analyzingtheir behavior, you can harvest a wealth of information
about theirlikes and dislikes. You can check out how they came to
your site, how long they stayed, what they lingered on, whether they
bought anything, and when they left. You can easily leverage tools like
Google Analytics to collect and analyze this data.

Online customer reviews
These types of reviews can be a source of unbiased and unsolicited
customer feedback. Sites like Angie’s List, Yelp,
TrustRadius, ConsumerReports.com, and the Better Business Bureau
can all give you this type of information. Just be prepared for both
positive and negative comments that may or may not be justified. If a
pattern developsand the same issues, problems, and concerns keep
coming up, then you have some work to do on either your
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product/service quality. But again, human nature comesinto play with
sites like Angie’s List and Yelp, where a poor review may have sprung
from the customer having a bad day or could even have been planted
by your competition. Sites like Amazon and Yelp are trying to crack
down on fake reviews by verifyinga purchase through the use of
artificial intelligence algorithms, which is a good approach and
something you might want to look into as you move forward.

Recorded call data

Your call center represents a treasure trove of customerinformation
and feedback. By analyzing what customers call about, how they speak
aboutyour product/service, and what sort of objections or concerns
they raise, you get to the bottom of brand and product/service quality
perceptions.

Emails
Sendingout either customized or templated emailsis an easy way of
getting feedback from your customers. Just be prepared fora
relatively low response rate, similarto that of sending out surveys,
since it’s easy for current and potential customerstoignore these
types of inquiries.

Collecting this information is just the first step. You must then take action to
improve your products, services, and customer experiences. Feed the data
back into your customer experience strategy, ideation funnel, and product
development practices to ensure you're proactively responding to your
current and potential customers. Your overall goal in expending all this effort
is twofold. First, you want to improve customer acquisition, retention, and
satisfaction rates, and build stronger, more lasting relationships with your
current customers while attracting new ones. Second, you want to identify
innovative new products/services you can design and develop to disrupt both
your market and your competition to grow and maintain/retain your
competitive advantage.

The next section examines how to leverage this data to improve on customer
satisfaction and how to go about building innovative new products/services
that will accomplish these goals.

Achieving Success Through Innovation



New product/service innovation is a product of modern culture. There’s a
great thirst for one new and innovative product/service after another as
technology continues to evolve at an astonishing rate. Innovation has become
the norm and is now a customer expectation for companies competing in our
global economy. However, a study conducted by the Product Development
and Management Association (PDMA) found that failure rates varied among
industries, ranging from 35% for healthcare to 49%

for consumer goods,10 although some sources quote a much higher rate—up
to 95%.11 Castellion and Markham’s study is considered to be the most
reliable to date, while many other, more recent studies are not supported by
empirical evidence. Overall, let’s say half of all products/services fail after
they’re brought to market. That means you have a 50/50 chance at success,
which makes it appear as if success is merely a flip of the coin.

Failures are a fact of life for companies large and small, and savvy Lean
leaders understand that failure is a cost of doing business. Failures are a sign
of a company’s continuous evolutionary journey, and over time they fade into
history and are forgotten. But there’s a cost associated with failed
products/services, estimated to be over $37.5 billiona year.12 Some failures
are more epic than others, ending with the onset of corporate extinction,
either very quickly or very slowly and painfully over time. One long-
forgotten failure, to the tune of almost $50 million, was Apple’s first personal
computer, calledthe LISA.13

Unearthing Apple’s Epic Failure

The LISA PC was the brainchild of Steve Jobs, the late cofounder and former
CEO of Apple, and was named after his daughter, Lisa. (Jobs insisted at the
time that LISA stood for “Local Integrated Software Architecture.”14) LISA
was the first PC to boast a graphical user interface (GUI), giving users the
ability to point and click on icons using something calleda “mouse,” which
was attached to the back of the machine, rather than typing in text commands
on a command line using a keyboard. It also came equipped with an external
storage device that users could save files to, known as a floppy disk drive.
(All of this was revolutionary at the time—we’re talking circa 198315—but is
taken for granted by most computer users today.)

So if it was so revolutionary, why did LISA fail? Design, reliability, cost, and
target market demographics all played a major part in its demise. Its clunky
design and a screen that was too small to make it practical for

everyday business use were major drawbacks when compared to the IBM 80
series towers it was competing against. IBM’s design entailed a computer
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box, or tower, that could either be laid down or be stood upright on a desk or
floor, with a 12-inch monochrome monitor that was separate from the
computer itself. LISA’s hardware was also underpowered, unreliable, and
prone to overheating. Moreover, the nearly $10,000 price tag was too
expensive for the business market the computer was targeted at. For that
price, there just weren’t enough benefits or value created compared to cost. In
the end, Apple dumped and quietly buried almost 3,000 LISAs in a Utah
landfill in 1989, as a tax write-off of unsold inventoryie—Iliterally a “buried”
secret that Apple carrieswith it today. So you see, even those we consider
giants of innovation experience failure, sometimes on an epic scale.

The silver lining to this story was that when Jobs moved off of the LISA
project and onto the Macintosh PC project, he brought all of those
innovations with him, which contributed to the epic success of this machine
when it was released to the market in 198417 as the “first” GUI computer.
The Macintosh was a game changer for Apple, raising its stature in the PC
market and enabling it to compete head-to-head with the IBM machines of
the time.

Learning from LISA

Innovation must be driven by understanding the real problem to be solved.
The practicality of the LISA PC just wasn’t there for the market it was
designed for. Knowing what we now know of Jobs’s early innovations, we
could speculate that the customer wasn’t thought of at all in the four years it
took to design, build, and release LISA to the market.

This example highlights the fact that you must understand how your
customers will use your product/service, as well as the inherent value that
must be obvious to them, which is the driving factor for making a buying
decision. It also means you must apply some rigor in asking yourself a series
of tough questions, centered around the why, who, what, where, when, and
how of product/service ideation. Without taking the time to identify these key
variables, your chances of product/service success are decreased.

Having to deal with these unknown or unidentified

things after product/service launch is not in your best interest. If your
product/service is not selling, it’s your responsibility to figure out why and
make the tough decision to continue moving forward, making the needed
changes, making it more attractive—or to kill it all together. Maybe the
marketing campaign was poor, and your customers weren’t able to find your
product/service. Maybe the design was flawed, and your customers didn’t


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#ch07fn16
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#ch07fn17

reap the benefits as expected. Maybe the pricing was well beyond your target
demographic’s budget. You must set your product/service analytics upfront
during the Design phase, then collect and measure them after the
product/service is released out to the market to determine:

« What results where you expecting?
« How close did the product/service come to your expectations?

. What actual value did your customers experience by both buying and
using it?

« What adjustments need to be made to make it more attractive to
your customer base?

After doing your homework, you’ll be ready to focus on redesigning and
building products/services that create value and ultimately lead to success.
Let’s spend a few minutes defining what that “homework™ looks like in the
form of the Lean product canvas.

Designing and Building Innovative and Disruptive
Products and Services

The designing and building of innovative new products/services that achieve
market disruption requires combining two major Lean techniques that foster
and encourage the iterative and incremental design, develop, and release
process. These techniques are design thinking and Lean Startup.

Defining the Design Thinking + Lean Startup Cycle

Design thinking is a bottom-up, customer-centric problem-solving approach
that uses human-centered design techniques to identify and design possible
solutions that ultimately result in products/services that meet or exceed
customer expectations. It’s not about technical feasibility—on the contrary,
it’s acutely focused on customer usability, desirability, and putting people

first (Figure 7-1).
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user testing.  validate its
effectiveness.

Figure 7-1. The design thinking process

Design thinking starts with putting yourself in your customers’ shoes by
empathizing with them. From their perspective, you design a set of pressing
Issues and opportunities and then generate a set of relevant solutions. Only
then are you ready to build a working prototype that can be validated for
effectiveness by testing it out on your early adopter customers.

On the other hand, Lean Startup, illustrated in Figure 7-2, focuses on building
and testing the solution in increments, using an iterative Build/Measure/Learn
loop to first build a working prototype and then release it out to a small group
of customers (early adopters) who measure its effectiveness in solving the
problem when it’s used by actual people. Finally, the results are analyzed to
learn what did and didn’t work through the feedback provided, incorporating
that data back into the process to make the product/service even more
attractive or higher in quality, or to achieve greater customer satisfaction the
next time around. The two methods are complementary and can be used
together to design, build, and release disruptive and innovative new
products/services in an iterative and incremental way.
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Measure

Figure 7-2. Build/Measure/Learn loop

Designing and developing in this manner reduces risk. By releasing small
pieces of a product/service, known as minimum viable product (MVP) feature
sets, to early adopters, you can test your assumptions to figure out what is
and isn’t appealing to your customer base, without spending a lot of time,
money, and effort on things they may not be interested in. The data collected
through this type of experimentation is then analyzed and fed back into the
process during the next iteration, to move the product/service in the right
direction. In employing this method, you make evidence-based decisions by
analyzing real customer feedback rather than using subjective guessing or
waiting too long to test demand or feasibility in the marketplace. It also starts
the payback period (the time it takes you to break even on your investment)
much earlier, decreasing the cost of delay and increasing your revenue stream
by cutting down on the time to market.



The intersection of the two Lean techniques is shown in Figure 7-3, which
depicts the first three phases of design thinking (Empathize, Define, and
Ideate) and illustrates how the two methods intersect during the
Prototype/Build phases. Keep in mind that moving from design thinking to
Lean Startup is a sort of go/no go decision. Both the problem and the solution
are validated from a strategic perspective by ensuring the idea matches a
strategic objective and represents a valid competitive opportunity. By
spending the time to thoroughly vet the idea, you ascertain the feasibility of
moving to the next step: devising your tactical plans and defining operational

tasks required to build your first MVP.
Measure

Empathize Define Ideate Prototype

Figure 7-3. Design thinking + Lean Startup cycle
Leveraging the Lean Product Canvas

I’ve found a great tool that really helps to organize my thoughts when
designing and developing new products/services using the design thinking +
Lean Startup cycle. | call it the Lean product canvas (LPC). It’s built on
Alexander Osterwalder’s Ph.D. dissertation at the University De
Lausanne,18 which was fully fleshed out in Osterwalder’s 2010

book Business Model Generation.19 According to Osterwalder, “A business
model describesthe rationale of how an organization creates, delivers, and
captures value.”20 Ash Maurya later adopted the idea and applied it to Lean
product development in his book Running Lean (O’Reilly).21 I’ve made
further modifications to it. Figure 7-4 outlines my conception of the LPC.
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Lean Product Canvas

Date
[tération #

WHY: The Problem
Statement

Describe the problem
to be solved.

Current
Competition?
Who has a similar
product?

Existing Solutions?
Strengths and
weaknesses of each

WHAT: Value
Identification
Identify the value for
each persona

Pricing
Identify the potential
pricing structure

Revenue
Identify potential
revenue stream

Cost Structure
Fixed and/or variable
costs

WHERE: Target
Markets & Channels
Marketing & Sales
strategy for each
channel

Key Metrics
How do | measure
success?

WHEN: Product
Roadmap
Product timing,

compliance, security,
etc.

HOW: Product
Development
Solution architecture
& production methods

WHO: Customer/
Consumer (Persona)
Identification

Target customers and
consumers

Targeted Research
Methods?

VoC? Focus Groups?
Observation, etc?

Early Adopters

List the characteristics
of your ideal
customers

Figure 7-4. The Lean product canvas

LPC consists of six parts that address the why, who, what, where, when, and
how aspects of product/service design through a series of questions that you
answer as you fill out the canvas.

#1. WHY: THE PROBLEM STATEMENT

The “Why” part of the canvas addresses the following questions:

« What problem am I trying to solve?

« Is there a need for it to be solved?

- Am | being realistic about the need to solve it? Is it really
necessary?

« What competition exists in this market?

- Who has similar products/services?

. What are the strengths and weaknesses of the products/services already
in this market?

- Why are they doing well?

- What are they not doing that could warrant another offering?

«  What can I learn from what’s already being done?




#2. WHO: CUSTOMER/CONSUMER (PERSONA)
IDENTIFICATION

The “Who” part of the canvas addresses the following questions:

« Who isinterested in the solution? Who is my customer?

What customer personas or segments are most likely to buy, and
why?

What is the process I should use to ensure I’ve identified the
correct personas?

Do | understand the customer experiences (CXs) as they interact
with the product/service?

« What type of research do | need to conduct?
Voice of the Customer (VoC)? Focus groups? Observation?

Have | formed a user group, advisory board, or other method of
gathering real-time feedback?

« Is there an early adopter market?

How will I gather and analyze customer feedback?

What is the process to synthesize it back into the development
process?

. Is there a difference in who would buy (customer)
Versus consume (consumer) it?

Does this distinction warrant differentiation when designing,
developing, and releasing it?

Where do they share commonalities that | can leverage across the
two?

#3. WHAT: VALUE IDENTIFICATION

The “What” part of the canvas addresses the following questions:

- What is the value proposition for each persona or segment?

What motivators exist to drive them to purchase this
product/service?

How can | differentiate my product/service in their eyes?
« What price point would be attractive versus the perceived value?
Versus the competition?



What entrance price point for the product/service makes sense?
What is my long-term pricing strategy?

« What value (company revenue) goals am | looking to achieve over the
first six months, year, and two to three years?

What value expectations and forecasts make sense and are
realistic?

How many units will I need to sell to achieve my value targets?

How many sales calls will it take to close business to achieve
these targets?

- What are the costs associated with bringing this product/service to
market?

What are the indirect and direct costs? Labor? Materials? Legal
implications? Trademarks? Security? Compliance?

#4. WHERE: TARGET MARKETS AND CHANNELS
The “Where” part of the canvas addresses the following questions:

. What is my marketing and sales strategy for each segment?
Will | market to existing customers? New customers?

What retention rate am | seeking to achieve during the first six
months, year, and two to three years?

Will customers make multiple purchases?

Will this new product/service be attractive to my existing
customer base?

« What type of marketing and sales campaigns are needed for each
persona?

Are they the same, or is some differentiation required?

How can | most effectively reach my target market? Inbound
versus outbound marketing? Direct? Referral? Organic? Social?
Email?

What distribution channels exist? B2B, B2C, or other? Digital?
Brick and mortar?

Can | integrate my marketing and sales campaigns? Point of
purchase displays? Online click-throughs?

What type of messaging appeals to each persona or segment?



How will I communicate to them? What is the frequency?

Will | need a sales force to sell the product/service? What skills
and expertise will they need?

Can my existing sales force sell it? What type of training will
they need?

Is partnering with a distributor a feasible option? If so, how will |
identify the right distributor?

« What metrics and/or analytics can | use to gauge success or failure?

What key performance indicators (KPIs) and metrics are valid?
Potential to actual customer sales (lead) conversions?
Click-through rate (CTR)?

Page views versus bounce rates? Versus sales?

Search engine referrals?

Direct customer feedback? (What a novel idea!)

Email sent versus opened?

#5. WHEN: PRODUCT/SERVICE ROADMAP

The “When” part of the canvas addresses the following questions:

What crucial features would differentiate my product/service from its
competition?

What is my MVP?

What amount of functionality can be released out to the market to
gather feedback and begin to generate value?

Does the product/service have a shelf life?

Is there a sense of urgency to bring this to market? When does
the first MVP release need to launch?

How late can we enter the market and still experience a
successful product/service launch?

Are there any local, state, or federal compliance issues?
What is the lead time to get my product/service approved?
Will it require legal review?

Are there any data security requirements?



Does the product/service deal with confidential customer data?

How can we best go about protecting customers from data
breaches?

« What type of release cadence do | need to set?

What is the feasible life of the product/service? One year? Two
or three years?

When does the product/service need to be released to seize
market share?

#6. HOW: PRODUCT/SERVICE DEVELOPMENT
The “How” part of the canvas addresses the following questions:

« What key assumptions am | making that must be validated?

Are they realistic? What is the process that will be used to
evaluate and challenge them?

. What will it realisticallytake to bring this product/service to market?
Who else needs to be involved?
Do we have the right skill sets?

. Is the architecture feasible given the current state of technology?
What is the best development method?

o Do I need to partner with a manufacturer? If so, how do |
identify potential manufacturers?

What type of supply chain function do | need to build?

Am | going to need third-party vendors to supply parts? Or will |
build them myself?

What quality standards do | need to achieve to attract my

target demographic?

As you work through your LPC, keep in mind this exercise is geared toward
getting you started in thinking through all the details necessary to thoroughly
understand whether or not you actually have a feasible product/service. Think
of it as being your initial business case as to why you personally would want
to throw all of your time and energy for the next umpteen years behind
designing, developing, releasing, and maintaining this product/service. Also,
if you’re going to seek funding, either as an entrepreneur or an intrapreneur,
whoever you ask is going to want answers to these questions. “Trust me, it



will make money” isn’t going to cut it. I’ve been there and done that! Not
being prepared and not having done your homework aren’t going to get you
the results you’re looking for. When you’re asking someone to commit to a
six-figure number or more, you can bet they will expect you to know these
answers. Spending time up front to answer these questions will build a strong
case for why someone should put their faith in you and fund your idea.

Speaking from personal experience—having sat in front of bankers and
venture capitalists myself and having been turned down multiple times when
| made the funding ask—the more solid your new product/service idea is, the
more likely your request will be granted. And believe me, getting turned
down is the most humbling experience you could ever imagine. | cannot
stress to you enough that building your canvas is one of the most important
steps in the product/service development process.

The New Horizons Service and Repair Mobile Device App
Canvas

In Chapter 4, “Leading Others,” the New Horizons kaizen team identified a
set of countermeasures (shown in Figure 7-5) that could be implemented to
solve the issues they were experiencing in the service department.
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Figure 7-5. Step 5: Develop countermeasures

One countermeasure that was suggested during step 5 was to provide a

mobile application for customer service request capabilities to customers so
they can use their mobile devices to initiate a service request without having
to make a call into the dealership. The team is now ready to move ahead on

this countermeasure as the next step in their continuous improvement
journey. They’ve gone ahead and developed an initial canvas for this

potential service inthe form of a mobile device application. Figure 7-6 is the

end result of the team’s work.

This is the first of several iterations you’ll make on your LPC. It is a living
and evolving document, not a one-and-done exercise. The LPC evolves and
changes as you work through:

. Persevering and bringing the product/service to market

« Pivoting and altering the original concept to suit the market need

« Parachuting or dumping it all together
Service & Repair Mobile Device App Canvas

Date: 6/10/2019

Iteration #1

2.

WHY: The Problem
Statement
1.

Current scheduling
processes are
inconsistent
Redundancy exists
when customers have
to repeat themselves if
the request is not
properly opened &
entered into the system

. Service agents are not

following up with
customers on status
and cost

. Additional service items

are not being approved
by customers

. Write - offs are

growing due to lack of
obtaining approval

Current
Competition?
None

Existing Solutions?
N/A

WHAT: Value
Identification

1.
2.

3.
4.

Time saver
Greater degree of
accuracy
Convenience
Cost saver

Pricing

There is no cost to the
user, so pricing does not
apply.

Revenue Stream

Average estimated service

request ticket = $500

Cost Structure

1.

2.

Software development
costs

Platform costs
(Hosting, servers, etc.)

3. Data security/privacy
4.
5. Legal

Marketing and PR

WHERE: Target
Markets & Channels
1. Auto manufacturer’s
website
2. Dealership website
3. Point-of - service
brochure/flyer
4. Word of mouth
5. Referrals
6. Social media
7. Billboards

Key Metrics

. Service requests
created/updated per
day

. Total weekly/monthly

—_

online service revenue

2

3. #of new accounts

created

4. # of existing users
reusing per month

. # of 4+ star ratings

. Conversion and
retention rates

o

WHEN: Product
Roadmap

1.

2.

3.

First Minimum Viable
Product (MVP) release
within 3 months
Second MVP in 6
months=take credit
cards

Third MVP in 9
months=status updates,
inquiries, and billing
disputes online

HOW: Product

De
1

N

Hw

velopment

. Software development

company

. Interfaces with existing

systems (service
request system,
service records, credit
card processing,
inventory system)
Hosting service
Marketing & PR firm to
develop campaign

WHO: Customer/

Consumer (Persona)
Identification

. Luxury sedan owner
. Sport coupe owner
SUV owner

Truck owner

Van owner

. Employee

. Community

e N

Targeted Research
Methods?

1. Focus groups to test
out product feasibility

2. Conduct VoC with
cross - section of
personas

Early Adopters

1. Interested in saving
time

2. Being able to
schedule a request at
any time, 24/7

3. Concerned about
getting the best value
or lowest cost

If the iteration process proves the product/service idea is viable, once you’ve

Figure 7-6. The New Horizons service & repair mobile device app canvas

developed the first iteration of your canvas, you’re ready to validate the
information you entered, using a set of Lean techniques that allow you to
hone your ideas as you work through the product/service development
process.
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Developing Iteratively and Incrementally

Developing iteratively and incrementally means you build a little, test a little,
measure, and repeat as necessary. This method is keenly focused on taking as
few steps as possible to design, build, and release customer-centric and
value-creating products/services out to the market. Removing waste (muda)
from the process and ensuring the continuous flow of work through

managing work in process (WIP) are both key objectives. To employ this
process, you must have a relatively good understanding of what you’re going
to build first, second, third, and so on, by defining your MVPs. Because the
team is building a product (the mobile app itself) and providing services
through it, they must ensure that they address both as they move forward.
This is a very important distinction because the mobile device is a channel to
deliver a set of services to schedule and track service appointments and the
work performed as a result. It’s not just about designing and developing a
digital application for the sake of completing and releasing it; the backend
processes within the dealership must also be designed and developed to make
the app function properly.

This may sound like common sense, but you would be amazed at how many
times my developers have programmed a piece of functionality with very
little thought given to ensuring that the service processes behind it actually
worked. At one point in my career, | almost lost a major account because one
of my developers went around the planning process and arbitrarily decided to
code something into the program that was requested through his personal
relationship with the product owner. When we went to demo it for the client,
the backend service processes had not been thought out and developed, which
caused the entire program to crash, leaving me with a very irate customer.
Ouch!

Returning to New Horizons, we left the team at the point where they had
created the first version of their service and repair mobile device app MVP
release plan (Figure 7-7). This is no more than the tactical planto develop out
the opportunity identified during CXJM and further detailed during the
strategic planning process. Upon further refinement of the plan by the
operational team leaders and gemba teams, they decided to break up the

MVP releases into four discrete Plan/Do/Check/Act (PDCA) cycles over two
quarters to ensure the collection, analysis, and incorporation of early adopter
(EA) customer feedback to learn and adjust as they move through the
product/service development process.
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As you can see, each quarterly release window now has two MVPs
associated with it. The first three MV/Ps will be launched to a dark site and
will be available only to EA customers, whereas the last one will be released
to both the EAs and the dealership’s current customer base.

Year 1: Q1 MVP Release #1 Year 1: Q2 MVP Release #2

MVP #1 MVP #3
« Conduct TBP effort on mobile device processes « Incorporate learnings from MVP #2
« Build customer register and log-in capability + Build Send Repair Progress notifications
« Build Schedule an Appointment capability « Build Viewable Bill capability
« Launch MVP #1 to dark site « Build Push Feedback Survey capability
« Solicit feedback from Early Adopter (EA) customers - Build Offer Coupons/Discounts on Next Visit capability
« Analyze results from MVP #1 « Launch MVP #3 to dark site
- Solicit feedback from EA customers
MVP #2 - Analyze results from MVP #3
- Incorporate learnings from MVP #1
« Build Arrange for a Loaner Car capability MVP #4
« Pilot/revise Service & Repair mobile device application « Incorporate learnings from MVP #3
» Launch MVP #2 to dark site + Build Push Notifications for Next Service Due capability
« Solicit feedback from EA customers « Launch MVP #4 to production
« Analyze results from MVP #2 - Solicit feedback from EA customers
« Analyze results from MVP #4
« Incorporate learnings from MVP #4
« Release and move into production

Figure 7-7. New Horizons service & repair mobile device app MVP release plan

Overall, developing products/services in an iterative and incremental fashion
allows you to build a little, test a little, learn a little, refine, and release as
many times as it takes to arrive at a fully functioning product/service. The
alternative would be to wait six months before releasing anything—which
may well backfire on you when you figure out there’s no market for what
you’ve just built and all that time, effort, and money was wasted. As you can
see, MVP #1 is very basic. It lets the team see whether or not their customers
would even want to use a mobile device app to schedule appointments,
requiring a minimal amount of effort to test out the product/service idea.

In this manner, a go/no go-pivot decision is made at the end of each release
after the results are analyzed. At any point, anyone involved inthe process
can suggest any one of those three alternatives. There’s a built-in kill switch
within the process that doesn’t exist within more traditional methods of
product/service development. It can stop leaders from throwing valuable
enterprise resources down a black hole that has the potential of not producing
the desired or expected results for the Lean enterprise.

Fostering Innovation Through Continuous
Learning



Learning and innovation go hand in hand. You identify a problem or
challenge, conduct trial and error experiments, measure results, analyze the
feedback, experience learning, and then rinse and repeat to incorporate what
you have learned back into the process so you can experiment yet again until
the best possible solution is found. That’s what Lean methods like Toyota
Business Practices (TBP), design thinking, and Lean Startup are all about.
They’re based on the scientific method of the Plan/Do/Check/Act cycle that
starts with questioning a problem, issue, or situation and then moving into
identifying possible solutions and experimenting with them to figure out what
Is viable through measurement and reflection. If you cannot validate that it
yields results, the whole process starts over again until a viable solution is
found. There’s nothing mysterious about how you innovate—it’s a process
that can be learned and taught to others. That’s what Toyota’s on-the-job
development (OJD) is all about. All you need is a curious and disruptive
mind to get the ball rolling. So make continuous learning part of your work
by integrating it into what you do on a daily basis because that’s the key to
becoming truly innovative. Without learning, innovation cannot take place.

Lean leaders understand that learning comes first. It’s embedded in their
everyday lives, and opportunities to learn abound all around us. For the Lean
leader, 1t’s a way of life to look at everything with a curious mind and seek
opportunities to improve on what’s currently being done. To figure out better
and less wasteful ways to design, create, and deliver truly innovative new
products/services that result in both customer and company value.

Conclusion

Leading innovation inside the Lean enterprise is a complex endeavor. It takes
mobilizing the entire organization and getting everyone moving in the same
direction to comprehend and define the correct set of customer wants, needs,
and/or desires, in order to go after the right things that create and deliver
value. Squandering your valuable, scarce enterprise resources on non-value-
adding products/services is the fastest way to corporate extinction. You must
start the innovation process with a clear understanding of where you’re
headed. Then diligently build the plan to get there in an iterative and
incremental fashion, using the Lean product canvas and design thinking +
Lean Startup cycle to release MVVPs out to the market that test the delivery of
value. This chapter has demystified innovation by building an understanding
of the Lean methods and tools that are available to you.



Building disruptive products/services requires building a culture keenly
focused on disruptive innovation through continuous learning and
adjustment. We will turn our attention to that topic in the next chapter.
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Chapter 8. Leading Culture

This chapter is all about defining and building a culture that grows and
evolves over time. You know you have achieved a state of continuous
evolution when your culture takes on a life of its own and is supported and
nurtured throughout the Lean enterprise by those inside of it. As a Lean
leader assuming the role of change agent, you are signing up to proactively
guide the development of your Lean culture—something you must believe is
possible from the onset. And whether you realize it or not, you are already
equipped with many of the tools you will need to create and evolve your
culture that have been discussed throughout this book. This chapter will help
you make a conscious connection between Leading Lean and the all-
important element of culture, which 1s so crucial to the Lean enterprise. Let’s
get started on developing, sustaining, and growing your Lean culture as a
Lean leader.

Defining “Culture”

Culture. What a nebulous word. It represents the intangible thing that defines
any enterprise, Lean or not. You can see culture when you look at an
organization’s leaders, by observing what they value, the way they behave,
what they say, and how they act. Culture funnels down from the top and
spreads out to affect every aspect of the company, positive and negative. It
really isn’t nebulous after all if you know what you are looking for and spend
the time to analyze the four foundational aspects of culture: an organization’s
beliefs, values, behaviors, and actions. It takes the people inside a Lean
enterprise to bring itto life and to care for it, feed it, and protect it as it grows
and evolves over time.

Today many management consultants and transformational change agents
blame a company’s culture for its ills and then go on to state that changing
the culture isalmost impossible. To me, that attitude is rather defeatist. |
believe human beings, given the right motivation, have the innate ability to
change whatever they set their minds to. What causes cultural change to fail
is the variable of resistance to change. The make-or-break component, the
tipping point between success and failure, is whether your workforce
embraces the required changes.



Motivation: The Essential Ingredient

Motivation must be present to make cultural change happen. People need to
be motivated to change. Motivating people requires determining what
motivates them and then incorporating these factors into your cultural change
efforts. To clarify something right now, that does not mean getting out a big
stick. People cannot be coerced into changing. They must participate in the
change, because change done to them won’t stick, whereas change

done with them, where they actively participate, will be supported and
sustained over time. That kind of change will grow and take on a life of its
own. The people inside a Lean enterprise must “own’ their culture and
actively participate in evolving it at the strategic, tactical, and operational
levels. Building culture is not just the responsibility of senior leaders. They
do play a major part in defining and developing its strategic direction, but
accomplishing real and lasting change requires everyone in the entire
organization.

Why is building and sustaining a healthy culture so important? Culture
provides a mechanism for survival that defines the norms for socially and
professionally acceptable behavior. It sets standards of behavior that are
predictable and consistent for everyone who lives and works within it.
Without culture, an organization would become a free-for-all, like the Wild
West. Without good foundations rooted in your system of beliefs, values,
behaviors, and actions, there is no sense of order, and chaos abounds.

Becoming a Lean enterprise is about achieving a state of continuous
evolution, brought about by a commitment to continuous improvement (Cl)
efforts that are geared at accomplishing customer, stakeholder, and business
outcomes. Merely going through the motions of implementing some CI
projects and expecting to achieve lasting and sustainable results through
disparate, disconnected projects does little to move the needle toward this
goal. Fully embracing Lean throughout the enterprise takes a concerted,
disciplined approach that includes mindful cultural change.

Defining Culture in the Context of the Lean Enterprise

Corporate culture refers to the beliefs, values, and behaviors that determine
how a company’s leaders and employees interact to accomplish the Lean
enterprise’s objectives. Many times, culture is implied, not expressly defined,
and develops organically from the cumulative traits of the people who are
hired by the company over time. However, as it develops, culture reaches to
the core of a company’s ideology and practice and affects every aspect of its



business.1 Ah, there itis! Yes, people can change the entire culture of a
company, because it is PEOPLE that define the culture through their beliefs,
values, behaviors, and ultimately their actions. Even one person can have a
major impact on the culture of an organization. In the case of the Lean
enterprise, that person must be YOU!

Leaders are often more focused on things like improving performance,
increasing productivity and profitability, and cutting costs than on changing
culture. Yet people drive culture and thus impact overall results.
Undervaluing how people feel about their work is a Lean antipattern, because
how people feel is a big motivator: thoughts, feelings, and emotions matter.
People—both customers and employees—are valued and respected ina Lean
culture. This drives productivity, profitability, and sustained growth through
innovation. As with your customers, an emotional connection fosters
engagement for employees too. Sakichi Toyoda, the founder of Toyota Motor
Corporation, understood this principle well. It was the fourth of five main
principles he laid out when he started the company: “Always strive to build a
homelike atmosphere at work that is warm and friendly.”2

As a Lean leader, you must build a culture that promotes personal
accountability, autonomy, purpose, mastery, and continuous improvement if
you intend to build an enterprise that embraces Lean. Define what you want
your culture to become—then be guided by your beliefs, model your values,
demonstrate the supporting behaviors, and take the actions to make the
change happen and become arole model for your workforce.

Defining the Leading Culture Dimension

Culture is complex and hard to change, with many moving parts and
intertwined pieces. To get a sense of what “good” looks like, consider the
Leading Culture dimension of the Modern Lean Framework™ (detailed

in Figure 8-1). It depicts the beliefs, values, behaviors, and actions that
represent the cultural elements of a Lean enterprise. This part of the
framework should look familiar: the preceding chapters have systematically
discussed three of its four quadrants. The stage has already been set to
discuss how to go about developing a Lean culture.

It is called a framework because you will take what appliesto you, your
followers, and your organization and leave the rest behind. Through this
framework, you will create an essential “support structure” for your Lean
culture. In Quadrant | are the beliefs that guide us. They create the foundation
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of a code of conduct when leading self (Chapter 3) and others (Chapter 4) to
a Lean mindset while leveraging Lean thinking (both discussed in Chapter 2).
Quadrant Il contains the values that grow from your belief system. These are

supported by the motivating behaviors in Quadrant Ill. Quadrant IV details
all the supporting actions you need to create these behaviors. All of this is
rooted in the Plan/Do/Check/Act (PDCA) cycle that is fundamental to Lean.

Quadrant |: Beliefs
- Leading Self
« Believe & trust in yourself
+ Develop & maintain a healthy
mind & body
« Possess a bias toward action
« Face challenges head-on
« Leverage common sense for

- Display persistence & tenacity
+Beastudent

«Leading Others
+Be a servant leader & teacher
+Respect others
+ Think w/a kaizen mind
« Develop others
« Lean Mindset & Thinking
«Embrace innovation/disruption

problem solving & decision making « Foster experimentation
« Practice Emotional Intelligence (EQ) « Focus on quality, value & flow

Gather feedback

« Always be improving (People
process, & technology)
and learning Flan

Quadrant IV: Actions
* Processes

+ Eight Steps to a Lean Culture

= Lean Enterprise Strategic
Planning Process

* Objectives & Key Results (OKRs)

= Conversations, Feedback, and
Recognition (CFRs)

» Toyota Production System (TPS)

« Toyota Business Practices (TBP)

Act
+ Methods

= Genchi Genbutsu

+ Value Stream Mapping

« Voice of the Customer (VoC)

* Customer Persona Analysis

* Customer Experience

Journey Mapping (CXIM)

* Omnichannel Customer
Experience Strategy (OCXS)

Quadrant lI: Values

- Core Values
« Customer Centricity
+Quality & Innovation
+Respect, Honesty, & Integrity
« Trust & Loyalty
+ Accountability & Mastery

- Continuous Learning & Improvement *
+ Teamwork & Collaboration

«Imagination & Experimentation

«Humility & Graciousness
« Visibility & Transparency
Do + Observation & Reflection
+ Economic & Social Responsibility

* Extended Values
* Agility

* Purposefulness

* Adaptability

» Responsiveness
* Inclusion

Diversity
Empowerment

= Autonomy & Purpose
* Environmental Awareness
* Practicality & Genuineness

A 4

Quadrant lil: Behaviors
« Enterprise Alignment

» Customer-Driven Outcomes

« Business-Driven Outcomes

« Centralized Strategic Decision Making (CSDM) Framework

« Strategic Planning Canvas

« Vision, Mission, & Value Proposition

« Strategic Themes
« Competitive opportunities

+ Tactical plans and operational tasks
« Investment Strategy
- Strategic Roadmap
« Minimum Viable Product (MVP) release Plan

* On-the-Job Development (0JD)
* Scientific Method — PDCA Cycle

* Design Thinking
+ Lean Startup

» Lean Six Sigma
* Agile Methods

Figure 8-1. The Leading Culture dimension (large format version)

Establishing and growing a Lean culture requires you to systematically build
out and maintain all four quadrants over time. You may be thinking, “Okay,
got it! Let’s jump into QIV and implement some of the processes and
methods. Let’s get some immediate and measurable results.” Doing that
might get you something, but probably not the overall results you were trying
to achieve. There is a reason why Quadrant IV is fourth, not first. You cannot
force a culture through actions. It needs to spring forth from the collective
beliefs and values of the individuals in the organization. Actions will play a
big part in growing and maintaining your culture, but you need to be a little
more deliberate than that.

Process should never be your starting point, because processes treat the
symptoms, not the root cause. You need to first define what you believe to be
true (Ql: Beliefs), then define what is important to you (QIl: Values), build
the behaviors that will give you direction and guidance along the way (QIII:
Behaviors), and then figure out which actions (QIV) will help you
accomplish what you’re after. If you skip the first three quadrants, you will
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have no idea which processes and methods (actions) you need. If you rush
through the framework, you’ll end up a poser, merely “Doing Lean™ instead
of actually “Leading Lean.” This is a fatal error I see repeated over and over
again. The place to start is at the beginning, by determining your belief
system. Everything springs forth from that, whether you realize it or not.

Quadrant I: Identifying Your Beliefs

Beliefs (Figure 8-2) are assumptions concerning what you ascertain or
believe to be true. These form the basis of your Lean belief system.

Quadrant I: Beliefs
- Leading Self - Leading Others
« Believe & trust in yourself « Be a servant leader & teacher
« Develop & maintain a healthy « Respect others
mind & body « Think w/a kaizen mind
« Possess a bias toward action « Develop others
« Face challenges head-on « Lean mindset & thinking
- Leverage common sense for « Embrace innovation/disruption
problem solving & decision making - Foster experimentation
« Practice Emotional Intelligence (EQ) - Focus on quality, value & flow
« Display persistence & tenacity - Gather feedback
«Be a student - Always be improving (people,
process, & technology)
and learning

Figure 8-2. Ql: Beliefs

Beliefs are the things that we, as Lean leaders, hold as self-evident truths.
They are ingrained in our values and reinforced through how we behave. To
become a Lean leader, you must truly embrace these beliefs. Bring them into
your life and own them. Imprint them in the way you think, feel, and behave
through repetition. That is how you make them your own. Then they will
become habitual behaviors over time.

Quadrant Il: The Role of Values in Defining Culture

Values are standards that become generally accepted over time and guide our
behavior. Many of the values expressed in QII are present in QI as well.
That’s because the underlying beliefsystem of the Lean enterprise is formed
on what the Lean leaders hold to be their truths. These are solidified into
values through behavior in QIl (Figure 8-3).
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Quadrant ll: Values

« Core Values * Extended Values
+ Customer centricity » Agility
« Quality & innovation * Purposefulness
- Respect, honesty, & integrity * Adaptability
- Trust & loyalty * Responsiveness
- Accountability & mastery * Inclusion
* Diversity

« Continuous learning & improvement
» Teamwork & collaboration
« Imagination & experimentation

« Humility & graciousness

- Visibility & transparency

» Observation & reflection

« Economic & social responsibility

* Empowerment

* Autonomy & purpose

* Environmental awareness
* Practicality & genuineness

Figure 8-3. Qll: Values

To understand what you want to become, you need to define what is
important to you by determining the values that foster and support the
appropriate behaviors and actions that bring about a Lean culture. Values
guide and motivate you. When personal and corporate values align, we find
truly dedicated employees. If you want to attract people who will live and
support your corporate culture, you need to understand and consciously
promote them. Recruit people who display and live these values.

Have you ever worked for a company whose values didn’t align with your
own? | have. The experience was a nightmare. My personal values were in
constant conflict with the ones being displayed by the company’s senior
leaders. Can you recall a time when this happened to you? What was the
result? Did you leave in search of a better match? Was it a conscious or
unconscious choice? Maybe you felt that something just wasn’t right, but you
couldn’t put your finger on the underlying cause—you just knew it was time
to make a change. That is the cognitive dissonance that happens when a
values mismatch occurs. People make choices with their feet. If you have a
revolving front door and your talent attrition rates are high, it might be time
to look at the values that have become synonymous with your organization.

Values have a major influence on a person’s behaviors and actions. They
serve as broad guidelines for an acceptable code of conduct inside the
organization. To develop a culture of continuous improvement, align your
beliefs and values with the behaviors that accomplish your corporate vision,
mission, and value proposition.



Values also play a crucial role in your organization’s decision-making
processes, because accountability is pushed down to the gemba, where the
work is performed in a Lean enterprise. Because values drive what your
people do without clear instruction, it’s crucial to identify and promote your
values to guide ethical behavior. Making what you value perfectly clear takes
the guesswork out of deciding between ethical and unethical behavior. You
also may well keep the company out of hot water, or out of the public eye
when it comes to being socially responsible and accountable. A negative
comment is just 280 characters away on Twitter.

In analyzing Toyota’s guiding principles, you can distill what the company’s
leaders value most; they have explicitly stated it. Extended principles flow
out of leading yourself and others and are representative of the Lean mindset
and its methods.3 Introducing Lean into your organization must begin by
developing a firm understanding of these values and then identifying which
ones to focus on. Remember: beliefs drive values, values impact behaviors,
and behaviors promote action.

Quadrant Ill: Using Strategy to Solidify Your Behaviors

Behaviors drive strategic, tactical, and operational actions. In the context of
the Lean enterprise, they create the yardstick by which progress is measured.
If your goal is to develop an organization keenly focused on what it values,
your values must also be reflected in your behaviors. The expected behaviors
must be explicitly stated in your centralized strategic-decision-making
(CDSM) framework and supported by developing your mission, vision, and
value proposition. Define your strategic objectives, competitive
opportunities, and key results (KRs) to give the Lean enterprise purpose and
an outcome-oriented culture. Your followersin a Lean enterprise crave
purpose and direction. As a Lean leader, your job is to create purpose and
direction to drive the behaviors you seek (Figure 8-4).

People often think of Lean (as in Lean Six Sigma) as a set of tools to reduce
costs. But once you start thinking culturally, you realize that it is the
underlying values, supported by beliefs and translated into behaviors that can
be measured, that drive the Lean enterprise forward.
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Quadrant lll: Behaviors

« Enterprise alignment
« Customer-driven outcomes
« Business-driven outcomes
« Centralized Strategic Decision Making (CSDM) framework
» Strategic planning canvas
« Vision, mission, & value proposition
« Strategic objectives
« Competitive opportunities
« Key results (KRs), tactical plans, and operational tasks
« Investment strategy
« Strategic roadmap
« Minimum Viable Product (MVP) release plan

Figure 8-4. Qlll: Behaviors

Chapter 5 talked about identifying the outcomes you seek to accomplish from
both a customer and a company perspective. Chapter 6 discussed achieving
enterprise alignment by connecting strategy to execution, building strategic
objectives, tactical plans, and operational tasks. We will revisit these tools
later on in this chapter to drive home the connection between behaviors and
creating and evolving Lean culture.

Quadrant IV: Bringing a Culture to Life Through Your Actions

The way to accomplish anything is by taking action, rooted in the desired
behaviors the organization seeks to achieve and based on its beliefs and
values. Actions are how you mobilize the Lean enterprise to continuously
evolve and improve over time. Figure 8-5 lists the Lean processes and
methods for building and sustaining a Lean culture.
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QuadrantIV: Actions

* Processes * Methods
* Eight steps to a Lean culture » Genchi genbutsu
» Lean enterprise strategic * Value stream mapping
planning process * Voice of the customer (VoC)
* Objectives & key results (OKRs)  « Customer persona analysis
» Conversations, feedback, and » Customer Experience
recognition (CFRs) Journey Mapping (CXJM)

» Toyota Production System (TPS) * Omnichannel customer
» Toyota Business Practices (TBP) experience strategy (OCXS)
* On-the-job development (OJD) * Design thinking
» Scientific method — PDCA cycle  « Lean startup
 Lean Six Sigma
* Agile methods

Figure 8-5. QlV: Actions
Executing on the Eight Steps to a Lean
Culture: New Horizons

Building a Lean culture requires mindful effort. You patiently build it over
time. Figure 8-6 outlines the eight steps required to build or change your
corporate culture to embrace Lean. As you can see, step 1 starts with
understanding your foundation by assessing your current culture. You’ll use
that later to identify cultural gaps you will need to address. Then, in steps 2
through 4, you work through the quadrants in the Leading Culture dimension
of the Modern Lean Framework™. You determine what actions are required to
bring your culture to life by formalizing them in step 5. To accomplish your
mission and achieve your vision, in steps 6 through 8 you establish
accountability by establishing OKRs, conducting CFR check-ins, and
measuring and evolving as you go.
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Step 8: Report progress
and make adjustments

Step 7: Conduct CFR check-ins

to ascertain forward progress
=
ﬁ.% Step 5: Formalize the actions required
Qg to transform your culture
Step 4: Define your motivating behaviors
by creating your strategic framework
Step 3: Identify the values that define your
culture

Step 6: Connect strategy to
execution by implementing OKRs

2ns
?J Step 2: Establish your Lean belief system
]

Step 1: Assess your current culture

Figure 8-6. Eight steps to a Lean culture

By repeating this process on a periodic basis, you proactively lead the
establishment of a culture that supports the evolution of Lean, in an iterative
and incremental way. Ideally, you should move through this eight-step
process and all four quadrants of the culture framework at least once a year,
to ensure you maintain alignment with your CSDM framework and the
behaviors that drive actions. As a Lean leader, it is your responsibility to
ensure the continuous evolution and survival of this process.

Jim Collins, the owner of New Horizons, realized that many of the issues in
the dealership had sprung from the culture that had taken root before Nancy
came in and injected some new life into the service department. He wanted to
propagate the Lean aspects that Nancy’s kaizen team had been exhibiting
throughout the other parts of dealership in order to grow and sustain his
business well into the future. That meant taking a proactive stance and
resolving to take action. He asked Nancy for help. She recommended Lisa—



her colleague who had conducted the sales training the previous month—to
help with the culture assessment and overhaul.

Step 1: Assess Your Current Culture

To change, update, or enhance your culture, you must first benchmark your
current cultural strengths and weaknesses. Assessing your own culture
requires objectivity. You need to remove yourself from it and become an
impartial observer as much as you can. In Chapter 4, when Nancy first
walked into the New Horizons service department, she witnessed the
dealership’s culture in action, including the lack of engagement, customer
service, and sense of urgency. As an impartial observer, she found it pretty
easy to tell that the dealership had an unhealthy culture.

A handy tool for assessing culture isto conduct a Lean enterprise culture
walk, using the Lean Enterprise Culture Walk Four Blocker template shown
in Table 8-1.

Interactions Observations

Observe how your employees interact with each other, as well as with your customers. Ask
yourself:

How do people inside of the organization interact with each other?

How do leaders interact with each other? Their employees? Their customers?

How do employees interact with each other? Their leaders? The company’s customers?
How are meetings conducted? Do they start on time? Are they well organized and
purposeful ?

How are conflicts resolved?

What is the noise level? Do people verbally interact with each other? Is email favored
over personal interaction?

What is the tone of interactions? Formal/informal? Pleasant/hostile?

Work Environment Observations

Walk around and take a look at your physical space. Ask yourself:

What objects are sitting on desks? Hanging on the walls?
Does anything seem to be missing? Does anything seem odd or out of place?
Is it set up for human interaction? Is it sterile and uninviting?
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How is the space allocated? What is the mix between offices and cubicles? Where are
the offices located?

Is the common area inviting? Do people congregate around the coffee machine? Is
there a bulletin board? If so, what is posted on it?

Are there spaces designated for collaboration? Do they have whiteboards?

Emotions Observations

Whether you realize it or not, emotions play an important part when it comes to your values.
People do not elicitemotions about things they do not care about. They can be an indication
of your current values at work. Ask yourself:

How do people speak to each other? To customers? Vendors?

Do they make eye contact as you walk by? Look up from their desks or from what they
are doing?

What are people getting upset about? What caused the conflict?

Do people seem engaged/disengaged? Happy/sad? Friendly/withdrawn?
Excited/bored?

What is the emotional tone of interactions? Happy/sad? Friendly/withdrawn?
Excited/bored?

Organizational Aspects Observations

These questions have to do with the company itself, and you’ll need to ask them of both
yourself as well as your colleagues:

Is the organization’s mission and vision clear and connected to our daily activities?
What do you think are the company’s values? Do they resonate with you? If not, why?
Do company leaders live and display our values? If not, why?

What is the predominant formal management style present in our leaders?

What informal leadership practices exist that leaders rely on to get things done?

How are success and failure addressed?

Are rewards and recognition tied to performance?

Table 8-1. Lean Enterprise Culture Walk Four Blocker

The purpose of the culture walk is to give you suggestions about where to
look when analyzing the elements of your current culture. It provides areas of
focused observation and questions to prompt you, while walking through the



organization. Yes, we are applying the Lean method of genchi genbutsu,

or going and seeing for yourself. What a novel idea, that firsthand
observation would be a very powerful Lean tool! The template should
include space to record your observations in the following four critical areas:

Interactions

Observe how employees interact with each other and their customers.
Interactions can tell you a lot about your organization’s belief system
and how it plays into the values being exhibited.

Emotions

Observing people as they display their emotions (or lack thereof) tells
you a lot about how your current values work for or against the culture
that has been established to date.

Organizational Aspects

These are things directly associated with the company, such as its
vision, mission, value proposition, leadership style, organizational
structure, rewards and recognition system, and so forth.

Work Environment

An organization’s physical environment can be very telling. Is it warm
and inviting? Do people look like they enjoy working at your
company—or like they can’t wait until five o’clock rolls around and
they can jet out of there? Are there common areas to collaborate and
take a break during the day? Walk around and look at your physical
space from an outsider’s perspective. Would you want to work here as
a potential job applicant? Would it give you a reason to get up inthe
morning and come into work?

ANALYZING THE NEW HORIZONS SERVICE
DEPARTMENT'S CULTURE

The first step that Lisa suggested for assessing New Horizon’s culture was
for her and Nancy to perform a culture walk to observe the four elements at
play in the dealership: the types of interactions that take place, what emotions
are being expressed during those interactions, what’s going on in the
workplace, and the organizational aspects of the dealership itself. Lisa
presented Nancy with the Four Blocker template. Nancy’s completed
template is shown in Table 8-2.

Interactions Observations
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Leaders spend a lot of time in their offices, which are tucked away down a corridor that
Is separate from the rest of the service department

Formal conversations appear to be the norm. For the most part, they are brief and to the
point, with little casual conversation being made

The kaizen team that meets in the war room is well organized and focused. They
understood the objective of the meeting, there was an agenda, and notes were being
taken

The service agent and customer waiting areas were very quiet. The personnel in the
Parts area had a radio on playing country music over the top of the piped-in music
Interactions with customers are professional, friendly, and polite

A conflict with a customer was handled in a professional and thoughtful manner

Work Environment Observations

Service department war room is covered with work being performed by a Lean
Continuous Improvement team, displaying the values of customer centricity, quality,
visibility, transparency, and collaboration/teamwork

The computer equipment in the service department actually looks out of place. Its high
tech appearance doesn’t match the tired and out-of-date early 80s décor

The service agents are all clustered together and huddled around small desks that are
mostly taken up by the keyboard, mouse, and monitor that sit on each of them. There is
little work space and no place to put anything, including personal items

The service bays are cluttered and disorganized, with parts stacked up against the wall
The certifications hanging on the wall are old and out of date

Emotions Observations

Overall, the staff seems to be courteous and polite to the customers. However, there
isn’t any sense of urgency to greet customers or go the extra mile on the customer
service side. They appear to be somewhat withdrawn overall

A customer became somewhat irritated over a billing inaccuracy and incomplete work.
The service agent quickly defused the situation and was able to calm the customer down
by offering a 10% discount on the work performed and promised to get the rest of the
work done within the next hour, asthe customer waited on-site

The tone across the department appears to be somewhat subdued. Employees are
friendly, but they do not seem excited or engaged in or about their work

Organizational Aspects Observations



When asked to state the dealership’s vision, mission, and values, 9 out of 10 employees
could not state them, and the one that did was only half right. One employee also
responded that she was not aware that the dealership actually had those things in place
The predominant leadership style appears to be command and control, with very little
room for employee input or feedback

Compensation and rewards are based on longevity at the dealership, not performance
Discounts that are offered as a way to compensate for poor workmanship and unhappy
customers are deducted from employees’ pay as a way to encourage better performance
Learning and development must be done on an employee’s day off. Many of the service
technicians are not up to date on their certifications or the new tech in the vehiclesas a
result

Table 8-2. New Horizons service department Culture Walk Four Blocker

Nancy found the experience enlightening. The walk showed her that the
department had made some improvements already, but she also saw areas
that needed more focused attention, as well as a few places where the new
initiatives in the service department might have unintentionally created some
undesirable behaviors.

The customer service training showed up in the Interactions and Emotions
Observations sections, revealed by how the service agents now handle
customer conflicts. Nancy suspected that the new system had taken some of
the “fun” out of working at the dealership. Everyone was serious and to the
point in their interactions with each other and with customers. Often, in your
haste to fix things, you may produce unintended results, thanks to the
relationship between cause and effect. That is why it is important to follow
all of the eight steps to building a Lean culture.

The Culture Walk Four Blocker findings are a great way to look for
symptoms and build your culture. Lisa decided to spend time combining her
findings with Nancy’s to get a complete picture of what was happening, so
that they could collaborate with Jim on building the dealership’s cultural
future. They then moved on to step 2 and worked on defining their Lean
belief system.

Step 2: Establish Your Lean Belief System

If you are not getting the results you are expecting, it’s probably because
your belief system is not aligned with your values and behaviors and not



reinforced by your actions. At the core of a Lean leader is a strongly held
belief system that forms through understanding how to lead yourself first and
then others. Over time you develop and embrace a Lean mindset through
Lean thinking. Therefore, an organization that seeks to develop a Lean
culture must actively participate in the development of its people by fostering
the conditions that are right to bring about a healthy Lean belief system.

CHOOSING YOUR WEAPONS WISELY

Two processes that can go a long way toward instilling this belief system
are Toyota Business Practices (TBP) and on-the-job development (OJD),
both of which are based on the PDCA cycle. These processes work at all
levels (Enterprise, Tactical, and gemba) within the organization. Using these
iterative and incremental actions embraces and supports a Lean mindset and
Lean thinking: leaders first learn to lead themselves in a team setting. Then,
when ready, they move on to leading others, which develops a kaizen
(continuous improvement) mind that fosters Lean thinking. Learning,
growing, and improving become second nature, leading to innovation and
ultimately to becoming a disruptor in your marketplace.

Kaizen is a way of life. It is not something that is done once or twice a year
in an organization. The Western notion of a “kaizen event,” where a team
comes together to solve a particular problem, is fine and may render results.
But those results need to be maintained through continuous improvement
efforts. Otherwise, waste will creep in, and those gains will dissolve and
possibly even disappear over time.

I’ve seen a lot of corporate kaizen programs fail because the organization
hires an outside training firm to come in and train up a bunch of Lean Six
Sigma yellow or green belts, only to release them into the workplace without
any supervision or coaching. When the whole effort yields few or no lasting
results, senior executives end up saying, “We tried that ‘Lean thing’ here and
it doesn’t work.” The teams are then disbanded, and it’s back to business as
usual. Of course that’s not going to work. Lean is a mindset, a way of life,
not something that can be “trained” into or forced on people. It must be
practiced, to hone your skills and become well versed. That is the only way
Lean will be embraced and ingrained into an organization’s beliefsystem and
subsequently its culture.

Developing a kaizen mind means honing your ability to see the waste in
everything and striving to remove it, one nasty piece at a time. That means
respecting people and working as a team to improve the flow of work,
eliminate waste, increase product/service quality, and ultimately create



greater value for both the customer and the company. That is the essence of
The Toyota Way. There is nothing secretive or mystical about it. It is an
exciting process that takes patience, perseverance, and persistence (all
qualities of a Lean leader). The more success a kaizen team experiences, the
more they want to tackle more challenging and complicated problems. As the
team continuously improves the organization, so too do its members improve
themselves.

TURNING BELIEFS INTO VALUES THROUGH REPETITION

As we’ve seen with New Horizons, spinning up kaizen teams is not hard.
However, if you are just starting out on your Lean journey, you most likely
will not have the expertise inside your organization to support these efforts.
Jim was smart enough to realize he needed outside help, so he hired Nancy,
who had previous experience. She acted as their first sensei, and she was
honing Jannie’s ability to lead throughout the TBP process; whether Jannie
realized it or not, Nancy was practicing OJD. Jannie was Nancy’s apprentice,
and both were working to build Lean skills and abilities in themselves, as
well as the organization.

Building a Lean belief system that turns into a standard way of conducting
yourself, guided by your values, requires repetition. That is how beliefs turn
into values. You must give your people the tools to make this happen and
then stand back and have the patience to allow it to evolve. When beginning
work with a new organization, | like to start by running a TBP initiative as a
pilot or proof of concept (PoC) to convince senior leaders that Lean really
does work within their company. This approach brings Lean out of the
hypothetical shadows and into the light of day through practical application
with visibility and transparency. Implementing it where they can actually see
firsthand results removes the objection of “not invented here, therefore we
are not interested”—or worse, “Lean is that Japanese thing, and we just don’t
work that way around here.” Toyota is a global company. What its senseis
have realized is that Lean must become a part of the culture for it to take
hold. It must be adaptive and allow the kaizen teams to embrace it in their
own way. It cannot be prescriptive and must flow out of both the
organization’s and its home country’s cultural traits.

Once you start this process, it will take time for Lean to grab hold and spread.
Take it one team at a time, and make sure their goals and successes are
transparent and well publicized. Keep their work visible by posting it the way
the New Horizons team did in their break room, ensuring that everyone in the
organization understands its impact.



PREPARING FOR THE INEVITABLE CULTURE CLASH

Old habits die hard, so be prepared to face opposition, even if you undeniably
produce results. Some people will emphatically deny that Lean is taking hold
and rendering results in your organization. You may just have to live with
these naysayers for a while, until you pick up enough momentum that their
voices are either converted, drowned out, or possibly even removed by your
supporters. Whether you are an external consultant or an internal
transformational change agent, you’ll need strong convictions and a thick
skin to overcome this type of opposition.

Just remember: you are in it for the long haul, so don’t compromise on what
you know will work. Don’t change the process because of pressure or
criticism. Adapt to your organization by meeting it where it isand then
slowly working to change it. Remain steady in your convictions that Lean
does work if it is given the proper time, energy, and support.

BUILDING NEW HORIZONS’ BELIEF SYSTEM

Nancy and Lisa took their insights to Jim. Nancy pointed out a marked
difference between the employees who had been part of the kaizen team and
the rest of the service department: old and new beliefs, values, behaviors, and
actions were clashing between that team and the rest of the department. Jim
admitted he had observed the same; the kaizen team members had more “pep
in their step” and were still maintaining their whiteboards and reporting their
progress and improvements. Jim had noticed other employees stopping by the
war room to check out the team’s materials, too.

Nancy said that was exactly why they wanted to slowly transition the other
parts of the service department into kaizen teams that practice TBP and
OJD—to build upon the belief system that was beginning to form at the
dealership. She said they would identify a leader in each area, form a team,
and then provide TBP training at each step, coaching and mentoring them as
they moved forward. The goal would be to develop the leader into a sensei
who could then take over another team, and so on, until they had moved
through the whole dealership.

However, Nancy also stressed the need to set realistic expectations. This
process would take some time, and the ultimate goal would be twofold:
improving on the Lean ways of working at the dealership, and creating Lean
leaders through TBP and OJD who could help to evolve the dealership’s
belief system.



Lisa noted that, due to their previous work, the dealership had three senseis:
her, Nancy, and Jannie. They could spin up three more teams, which would
be more than enough to cover the service department and also possibly one
more area within the dealership. They asked Jim if he had a preference for
where these teams should be formed; he said he wanted to see how his
salespeople responded to these methods and training. He asked Lisa how they
would know what issues they should work on. She assured him that when
they conducted their gap analysis in step 4 and defined their future state, they
would identify the things that needed to be worked on next.

Step 3: Identify the Values That Define Your Culture

Values form from your system of beliefs, which means the two are
interconnected. So when identifying the values that are important and must
be modeled within your Lean culture, the best place to look is your current
beliefs. Determine the three to seven beliefs that matter the most to your Lean
enterprise. This doesn’t have to be a complicated process. You can start by
brainstorming a list of values that resonate with you, using the list

in Figure 8-1 as a starting point. Vet them with your employees and
customers to verify that they resonate with both groups. Once done, post
them in acommon area for both groups to see, so that you begin to live them
through behaviors and actions, making them meaningful and relevant.

BRINGING NEW HORIZONS’ LEAN CULTURE TO LIFE

Lisa asked to meet with Jim and Nancy in Jim’s office the next day. They
both looked a little nervous about why she had asked to meet them there
instead of the war room. It was because she wanted to discuss the findings of
the culture walk in private first, to get their reactions and thoughts. She
presented a packet containing both Nancy’s and Lisa’s Four Blockers, plus a
third template that combined both, shown in Table 8-3.
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Interactions Observations

. Isolated and inaccessible leadership

. Formal conversational style; casual interaction is minimal

« Problem solving differed to supervisor; lack of empowerment

« Work is focused on the individual performer; the kaizen team is an island

. Respectis given based on formal power and position service department noise level is
low; parts area is playing country music

. Customer interactions are professional, friendly, and polite

« Customer conflict resolution is professional and thoughtful

Work Environment Observations

. Service department war room is Lean Central; pillar of teamwork in action

. Posters denote kaizen progress, supporting visibility and transparency

. Inconsistent appearance of the dealership overall; outdated décor/high tech equipment
looks out of place

« Dealership doesn’t convey vibrancy; bathrooms are in a state of disarray

« Cramped working conditions in the service agents’ area; no personal items anywhere!

 Cluttered and disorganized service bays; no central storage for parts

« Continuous learning not supported; certifications on the wall are old and out of date

« Doors are full of fingerprints; paint is rubbing off door handles

« Intake area full of stains on floors and walls

Emotions Observations

. Staff generally courteous and polite to the customers

. Staff lacks a sense of urgency and ownerships

« No motivation to greet customers or go the “extra mile” on the customer service side
. Low job satisfaction; employees lack joy and fun in their work

. Billing inaccuracies and incomplete work result in irate customers

« Discounts given to defuse irritated customers

. lIrate customers venting to each other in the waiting room

« Dealership’s tone is solemn and subdued; friendly but disengaged staff



Organizational Aspects Observations

« Staff lacks knowledge around dealership’s vision, mission, and values
. Command-and-control leadership style; continuous feedback not supported
. Compensation and rewards are based on longevity at the dealership, not performance
. Bonus system is a carrot-and-stick approach; lacks motivational
aspects
« Policy of deducting customer discounts from employee pay is unethical and possibly
illegal
« Company policy of doing training on staff’s days off discourages continuous learning
. Siloed and splintered organization; little interaction/teamwork between departments
« No follow-up from salespeople regarding service or customer care
. Loan department not offering/selling extended warranties

Table 8-3. New Horizons Service Department Culture Walk Four Blocker, combined findings

As you can see, Lisa’s assessment rendered a lot of information. She had
taken the liberty of combining and rephrasing some things on the Four
Blocker, as well as adding her own observations to Nancy’s, to generate a
snapshot of the dealership’s current culture. It was not an exhaustive list, but
it captured how the staff was interacting with each other, and its customers
and vendors; what emotions were elicited as a result of those interactions;
how the organizational aspects impacted them; and what role the work
environment played in the dynamics of the dealership.

Lisa noticed that Jim was quiet and a bit flushed. She could tell this wasn’t
exactly what he was expecting, and Nancy’s face wasn’t far behind. They
were receptive to Lisa’s feedback, even though it highlighted that they had a
lot of work ahead of them,

Sometimes an outside observer can pick up on things that those inside the
organization would not even notice. Because Lisa was thinking about the
New Horizons brand from both an employee and a customer perspective, she
wasn’t narrowly focused on one or the other.

Jim admitted that it was hard to digest these truths—that New Horizons was
still a ways off from being a Lean enterprise, and that the kaizen team was
removed not just from the rest of the service department but from the rest of
the dealership.



Lisa agreed and proposed the next step: assembling a cross-functional team
to define the values that would support and reinforce the company’s belief
system as it developed and launched additional kaizen teams. It was very
important that employees knew and understood what values the dealership
held so they could enact them through behaviors and actions. Lisa suggested
they invite Jim’s leadership team and Nancy’s kaizen team to a session
geared toward identifying New Horizons’ values. During the meeting, they
would:

« Review the company’s vision, mission, and value proposition to
understand where they wanted to go, how they would get there, and
what value they were going to create for their customers and for the
dealership

. Explain the Leading Culture dimension of the Modern Lean
Framework™ (Figure 8-1) and the predominant Lean beliefs in QI, then
brainstorm and categorize the values they identified to come up with a
first draft

- Analyze the combined Culture Walk Four Blocker worksheet to
identify gaps and determine if there was anything they’d want to add,
replace, or delete to define the future state

. Verify that these goals resonated with employees and customers,
making any necessary changes

Once this was done, and before training the staff and posting the results in the
customer waiting room, they would also perform one last sanity check.
During the next step, which is to develop their CSDM framework, they
would ensure that they support, and do not conflict with, the behaviors they
were trying to elicitand reinforce throughout the department. Making these
values visible influences behavior: when customers understand your values
and observe counterproductive employee behavior or actions, they can call
them out. You’ll see this in your customer satisfaction surveys and follow -up
service calls. Visibility and transparency are powerful tools in fostering a
Lean culture.

That week, the team worked to define and develop the dealership’s first draft
of its values. Lisa wanted to make sure they kept the dealership’s vision,
mission, and value proposition in the forefront of everyone’s minds as they
worked. She had the poster shown in Figure 8-7 made up and hung it in the
war room.
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New Horizons
Commitment to Excellence

VISION

Dedicated to customers and driven by excellence

MISSION

To become the world’s most renowned center
for customer service in the automotive sector

VALUE PROPOSITION

Easy to buy and obtain service

Figure 8-7. New Horizons Vision, Mission, and Value Proposition poster

After discussion and brainstorming, the team developed the initial set of
values depicted in Figure 8-8. The first two come directly from The Toyota
Way, the next three come from the list of core values in Figure 8-3, and the
last one is a variation on continuous improvement.

New Horizons
Commitment to Excellence

OUR VALUES

Respect for People
Teamwork
Quality
Accountability
Visibility & Transparency
Continuous Evolution
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Figure 8-8. New Horizons values, initial draft

Step 4: Define Your Motivating Behaviors by Creating Your
Strategic Framework

The next step is to build your CSDM framework that clearly spells out where
you want to go (mission), what you want to achieve (vision), and the value
you want to create and deliver (value proposition) in the next year. Going any
further out than that is a waste of time, due to the rate of change in the world
today. Chapter 6 describesthis framework as consisting of the following
components:

Strategic planning canvas

Mission, vision, and value proposition

Strategic objectives

Competitive opportunities, tactical plans, and operational tasks
Investment strategy

Strategic roadmap

MVP release plan

Strategy and culture are intertwined. Foregoing the creation of your
framework does not stop the evolution of your culture. My father once told
me, “Jeannie, not making a choice is choosing, and if you don’t do it,
someone else is going to make it for you.” Don’t put your destiny in someone
else’s hands.

If you choose to forego creating your CSDM framework, some sort of culture
will still evolve out of that decision. To regain control of your destiny and
steer it in the right direction, you must purposefully create your strategy and
treat it as your Enterprise True North. Without culture, your framework is
just words on a page.

Also, innovation must be supported and aligned to both your culture and your
strategy. A 2018 survey found that 71% of companies that understand this
alignment experience much faster enterprise growth rates than their
competition.4 On the flip side, 36% of the leaders surveyed stated their
innovation strategy didn’t align with their culture, and 47% said their existing
culture had failed to support their innovation strategy. Those are truly
shocking statistics. Innovation has been a hot topic for quite some time now
and is a crucial element of corporate survival. Innovation excellence must
also be aligned with many of the things we’ve discussed throughout this
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book: not just strategy and culture, but also leadership alignment, customer
experience, and employee engagement, in particular.

RECAPPING NEW HORIZONS® STRATEGIC FRAMEWORK

Jim and Nancy presented New Horizons’ strategic framework to Lisa the
next day. His team had built the service department’s framework using the
Lean enterprise strategic planning process that Nancy had taught them to
create their strategic planning canvas (Figure 8-9).

As you can see, it clearly states the service department’s vision, mission, and
value proposition in step 1; the strategic objectives are detailed in step 3; the
competitive opportunities they identified are in step 4; the key results are
listed in step 5; and the tactical plans are identified in step 6. By developing
their canvas, the team established the foundation of their strategic framework,
which they all thought was a major accomplishment. They had never done
anything like this before, and they felt it was a great first effort toward
aligning their strategy to execution, as well as value creation and delivery.

Lisa agreed. The team had also worked on their investment strategy (detailed
in Figure 8-10) that allocated how they would spend the funding on the
initiatives that had been identified and how they tie this to the strategic
objectives on their canvas.

. . . . Date: 06/09/20XX
New Horizons Service Department Strategic Planning .

Iteration #1

Step 1: The Environment |Step 3: Strategic Step 5: KRs Step 8: Measure &
Vision: Dedicated to Objectives 1. Increase quarter-over-quarter sales by 5%, for a cumulative total of 20% within the next | Report

customers and driven by 1. Increase quarter-over- 12 months 1. OKRs will be complied by
excellence quarter sales + Increase service department sales by 2%/quarter by implementing a service follow-up the data analytics group
Mission: To become the 2. Increase the quality of program 2. Frequency will be based
world’s most renowned our service to our * Increase service department sales by 3% per quarter, by implementing a lapsed on the metric collected,
center for customer service customers service Inquiry program on the following

in the automotive sector 3. Increase the use of 2. Increase the quality of our service to our customers within the next 6 months by: schedule:

Value proposition: Easy to technology to effectively + Decreasing the service request error rate by 65% * #1: Sales-quarterly
buy and obtain service run our business * Increasing our Net Promoter Score by 25% *  #2: Biweekly
Competitive Landscape? 4. Modernize our facilities 3. Increase the use of technology to effectively run our business by: * #3: Monthly

We are the only dealer = Launching the first release of the service and repair mobile app by the end of Q1 2019 + #4: Monthly

within a radius of 150 miles and the second by Q2 2019 3. Metrics results will be

in the tristate area that sells = Performing an upgrade to the loaner car program system upgrade by the end of Q4 posted in the TBP team
and services this make of Step 4: Competitive 2019 war room on the fifth day
vehicle Oppurltunities 4. Modernize our facilities by upgrading the computer hardware in the service department of each month
Marketplace Challenges & I 1 perform random service within the next 50 days
;I;rer::s? | hicl follow-up customer calls

nother luxury vehicle

itor is buildi 2 perform t'.alePhc.’”E Step 6: Tactics Step 7: Workforce Step 9: Evolve & Optimize
competitor is building a customer inquiries on ) )
dealership 25 miles from us, lapsed service 1. After service customer 1. Service department & 1. The Loaner Car program system upgrade will also
in the next town over 3, Develop a service & repal follow-up call program technology require all the hardware to be upgraded throughout
. i 2. Service-lapsed customer | 2 service department & the dealership
. mobile app : partmen

Step 2: Custol’f!erl . 4. Provide training to the call program outside customer service | 2- The Loaner Car program’s processes also need to be
Persona Identification . service staff 3. Service & repair mobile firm revised/maodified, as the system undergoes the planned
1. Luxury sedan owner 5. Upgrade loaner car app plan 3. Loaner car department & software update

2. Sports coupe owner . ¢ 4. Service staff training technology 3. Training will need to be developed and conducted to
3. SUV owner 5 Br:::;; sh\’:r;‘:’nare plan 4. service department ensure service dept staff is up to date on the new

4. Truck owner ) 5. Loaner car program i rocesses

5.V, throughout dealership prog 5. service department P

. Van owner system upgrade plan 6. Technology
6. Hardware upgrade
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Figure 8-9. New Horizons Service Department strategic planning canvas (large format version)

Investment Strategy
Strategic Objective Opportunity Tactical Plan Timeframe
Estimate Type
W

Increase quarter-over- 1.Do random service 1. After Service customer Next12  $125M $225M Ne
quarter sales follow-up customer calls follow-up call program months
2.Perform telephone 2.Service Lapsed customer Next12  $1.00M Core
customer inquiries on call program months
lapsed service
Increase the quality of 3.Develop a Service & 3.Service & Repair mobile Next 6 $6.00M  $7.50M New
our service to our customers Repair mobile app device application months
4.Provide training to the 4.Service agent customer Next 6 $1.50M Enhancement
service staff service training months
Increase the use of technology 5.Upgrade loaner car 5.Loaner CarProgram (LCP) Next12  $5.00M $5.00M Enhancement
to effectively run our business  program system system upgrade months
Modernize our facilities 6.Upgrade hardware 6. Dealership Computer Next90  $2.50M $2.50M Enhancement
throughout dealership hardware upgrade days
Total Service Department Investment Allocation $17.25M $17.25M

Figure 8-10. New Horizons service department investment strategy by theme (large format version)

Jim asked them to turn the page and look at the strategic roadmap (Table 8-4)
that showed what they were going to accomplish in which period for
the coming year.

Year 1: Q1 Year 1: Q2
. Increase quarter-over-quarter . Increase the quality of our service to
sales (12 months) our customers (6 months)
$1.25m 1. After Service customer $6.00m 3. Service & Repair mobile
follow-up call program device application
$1.00m 2. Service Lapsed customer $1.50m 4. Service agent customer service
call program training

Modernize our facilities (90 days)

$2.5m 6. Dealership computer
hardware upgrade

Year 1: Q3 Year 1: Q4

« Increase the use of technology to
effectively run our business (12
months)
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$5.00m 5. Loaner Car Program (LCP)
System Upgrade

$4.375m/quarter Run Rate
TOTAL: $17.5m

Table 8-4. New Horizons service department 12-month strategic roadmap

Additionally, their MVP release plan (Table 8-5) detailed when the tactical
plans and operational tasks would be performed, with numbering tied to the
strategic objectives they had identified.

Year 1:Q1 MVP Release #1 Year 1: Q2 MVP Release #2
1. After Service Customer Follow-up Call = 3. Service & Repair Mobile Device
program Application—(Cont’d)
« Write follow-up call script + Build “Send Repair Progress”
. Pilot follow-up call script notifications
« Revise script based on findings « Build “Viewable Bill” capability
« Launch follow-up call program « Build “Push Feedback Survey”
_ capability
2. Service Lapsed Customer Call program . Build “Offer Coupons/Discounts on

Next Visit” capability

« Build “Push Notifications for Next
Service Due” capability

. Pilot/Revise Service & Repair
mobile device application

« Launch Service & Repair mobile
device application

« Solicit feedback from customers

« Incorporate feedback into the
mobile device app

« Write follow-up call script

. Pilot follow-up call script

« Revise script based on findings
« Launch follow-up call program

6. Dealership Computer Hardware
Upgrade

« Install new computers

« Install new printers

« Install new handheld devices
. Configure/test hardware &

network . Determine training vendor
« Negotiate and sign contract
« Schedule training class
« Conduct training class

4. Service Agent Customer Service Training

3. Service & Repair Mobile Device
Application
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Conduct TBP effort on mobile
device processes

Build customer register and
log-in capability

Build “Schedule an
Appointment” capability
Build “Arrange for a Loaner
Car” capability

Pilot/revise Service & Repair
mobile device application
Launch Service & Repair
mobile device application

Year 1: Q3 MVP Release #3

5. Loaner Car Program (LCP) System

Upgrade

Install new system software
Configure new system
software

Test new system software

Year 1: Q4 MVP Release #4

5. Loaner Car Program (LCP) System
Upgrade—(Cont’d)

Perform gap analysis on features &
functionality

Revise/update LCP processes (if
necessary)

Conduct LCP processestraining (if
necessary)

Launch new LCP system

Table 8-5. New Horizons Service Department 12-month MVP release plan

With that, Jim sat back and allowed Lisa to digest what he had just presented.
Nancy pointed to the graphs and charts on the wall. She reminded Lisa that
they had wanted to make all this work visible to everyone in the dealership,
not just the service department, for the sake of complete and total

transparency and visibility.

Lisa agreed that this was excellent work and completely satisfied the
deliverables for step 4. It was time to finalize their values.



FINALIZING NEW HORIZONS" VALUES

After going over all the artifacts and looking at the culture walk findings
again, the team thought it necessary to make two important changes. First,
they discussed “accountability” versus “empowerment,” agreeing that the
former meaning was embodied in the latter word, which was much more
inspirational. After all, one of the main reasons for building a Lean culture is
to create an empowered workforce. The team members all approved of
making this change.

They also wanted to counter the misinterpretation that “No fun is to be had
here!” The sales training had inadvertently communicated this, and it showed
up several times in the Culture Walk Four Blocker. The team added the value
of “enjoyment” (Figure 8-11) to send a message to everyone that they
intended to make New Horizons a fun, exciting, innovative place.

New Horizons
Commitment to Excellence

OUR VALUES

Respect for People
Teamwork
Quality
Accountability
Visibility & Transparency
Continuous Evolution
Enjoyment

Figure 8-11. New Horizons values, final draft

Since the dealership is in a small town, Jim has always tried to make ita
warm and welcoming place. He’s encouraged current and potential customers
to stop by any time, even just to say hi or pick up a free bottled water (offered
on both the sales floor and in the Service Intake bay). This is a tradition Jim
started when he opened the dealership more than 20 years ago. Jim often says
that “People do business with people they know and like,” and his actions
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have helped to foster the culture of openness, warmth, and a sense of
community that Jim and the team have enjoyed over the years.

Step 5: Formalize the Actions Required to Transform Your
Culture

To build a culture based on your Lean belief system that supports your values
and strategic direction, you must identify the gaps where you are not yet
living your culture so you can take corrective measures to bring it to life. In
this step, you must accomplish the following three tasks:

1. Conduct your gap analysis by analyzing your Culture Walk Four
Blocker worksheet.

2. Determine which behaviors and actions are best suited to close the gap
for each observation.

3. ldentify the relevant themes in order to form your kaizen teams and
name the leads for each.

CONDUCTING YOUR GAP ANALYSIS

Lisa and Nancy spent the day mapping the items on the Culture Walk Four
Blocker worksheet to their newly finalized values to create the New Horizons
Service Department Gap Analysis Worksheet (Figure 8-12).

The process is simple. Read each item in each block and determine which
value the observation matches up with the best, from both a positive and a
negative perspective. Try not to overthink this, and don’t worry about
duplicate entries across the stated values. Focus on picking the one that is
most relevant and best represents the observation. If you feel strongly that it
must appear under more than one value, go ahead and place it there. With the
first observations under “Visibility & Transparency” and “Continuous
Evolution,” the two leaders agreed that it was important and the right thing to
do to duplicate the observation concerning the staff’s knowledge around the
dealership’s vision, mission, and value proposition, so it appears under both
values. Record where the observation came from using the Observations
Legend in Figure 8-12, which ensures traceability back to the Four Blocker
worksheet. Understanding what types of observations you are addressing
becomes very important when you set up your OKRs to measure forward
progress.

Performing this mapping is a great place to start, because it identifies some of
the issues that are currently causing problems. It also lets you pressure-test
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your values: if some observations don’t fit under any of the defined values,
you may have missed a pertinent value and need to rethink your list. If so,
return to the previous step and discuss this situation with the team. There are
no right or wrong answers. It is a matter of how you want to define your
culture and what is important to your Lean enterprise.

Isolated and Work is focused on Billing inaccuracies  Problem solving Staff lacks knowledge Staff lacks knowledge Formal
inaccessible the individual and incomplete deferred to around dealership’s  around dealership’s  conversational style;
leadership (10) performer thekaizen workresultinirate  supervisor (I0) vision, mission, vision, mission, casual interaction is
teamisanisland (I0) customers (EQ) and values (OAO} and values (OAO) minimal (I0)
Respectisgivenon  Command-and- Discounts givento  Staff lacks a sense of Training must be Service noise level is
formal power control leadership defuse irritated urgency and done on days off; low; Parts playing
and position (10) style; continuous customers (EO) ownership (EO) discourages country music (10)
feedback not continuous learning
supported (OAO) (OAQ)
Customer Siloed and splintered  Irate customers No motivation Posters denote Loan department not Low job satisfaction;
interactions are organization; little venting to each to greet customers or kaizen progress, offering/selling in their work (EO)
professional, interaction/ otherinthe waiting gothe “extramile”  supporting visibility ~ extended warranties
friendly, and polite  teamwork between  room (EO) on the customer and transparency (OAQ)
(0) depts (OAQ) service side (EO) (WEQ)
Customer conflict  Service department  No follow-up from Certifications on the  Inconsistent Dealership’s tone is
resolution is war room is Lean sales people - wall are old and out  appearance of the solemn and
professional Central; pillar of regarding service or of date (WEQO) dealership overall; subdued; friendly
and thoughtful (I0)  teamworkin action  customer care (OAO) outdated décor/ but disengaged staff
(WEQ) high tech equipment (EO)
looks odd (WEO)
Compensation/ Cluttered and Observations Legend Cramped working Dealership doesn't
rewards based on disorganized service 10 = Interactions conditions; no convey vibrancy;
longevity, not bays; no central EO =Emotions personal items (WEQ) bathrooms are in a
performance (OAQ) storage for parts OAO = Organizational Aspects state of disarray
(WEQ) WEQ = Work Environment (WEQ)
Bonuses are carrot- Intake area full of Doors are full of
and-stick approach stains on floors finger-prints; paint is
(OAQ) and walls (WEQ) rubbing off door
handles (WEO)
Pay deductions for
customer discounts
(OAQ)

Figure 8-12. New Horizons Service Department Culture Gap Analysis Worksheet (large format version)

DETERMINING THE BEHAVIORS AND ACTIONS NEEDED TO
CLOSE THE GAP

Next, Lisa and Nancy set about mapping the behaviors and actions listed
in Figure 8-13 to their observations under each value to determine their
options for possible corrective measures.

Again, there’s nothing complicated here. Read each observation entry and
assign a behavior and/or action to it, recording its identifier underneath. This
time you are not limited to one potential measure. List all that apply.
Understand all the options available to you so you can pick the best possible
one or the most appropriate combination, based on the results you are
seeking.
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Behaviors (B) Action Processes (AP) Action Methods (AM)

B1: Enterprise Alignment AP1: Eight Steps to AMT1: Genchi Genbutsu
aLean Culture
B2: Customer-Driven Outcomes | AP2:Lean Enterprise AM2: Value Stream Mapping

Strategic Planning Process
B3: Business-Driven Outcomes | AP3: Objectives & Key Results | AM3: Voice of the Customer
(OKRs) (VoCQ)

B4: Strategic Planning Canvas | AP4: Conversations, Feedback, | AM4: Customer Persona Analysis
and Recognition (CFRs)

B5: Investment Strategy AP5: Toyota Production System| AM5: Customer Experience
(TPS) Journey Mapping (CXJM)

B6: Strategic Roadmap APé6: Toyota Business Practices | AM6: Omnichannel Customer
(TBP) Experience Strategy (OCXS)

B7: Minimum Viable Product AP7: On-the-Job Development | AM7: Design Thinking
(MVP) Release Plan (0CJD)

AP8: Scientific Method-PDCA | AM8: Lean Startup
Cycle

AMBO: Lean Six Sigma
AM10: Agile Methods

Figure 8-13. New Horizons possible behaviors and actions

Don’t be concerned about getting them exactly right, either. Because of the
iterative and incremental nature of the PDCA cycle, if you try something and
it doesn’t render the results you want, you can gather feedback, analyze and
learn from it, and then try again. That is the beauty of Lean: trial and error
and experimentation are acceptable. Making demonstrable forward progress
is better than doing nothing at all, even if you don’t get it exactly right the
first or second time around. Action puts your destiny squarely in your own
hands, where it should be. Taking action to face the challenge head-on is the
mark of a Lean leader who pursues perfection by continuously improving.

Lisa and Nancy went through all their options and determined which were
most appropriate. Then they transferred the identifiers over to their Gap
Analysis Worksheet. The bold notions in Figure 8-14 correspond to the Lean
behaviors and actions (processes and methods) identifiers in Figure 8-13.
As Figure 8-14 shows, many observations have been assigned multiple
behaviors and actions or corrective measures. There are many ways to solve
the issues you are facing using Lean behaviors and methods. Some will
require proactive corrective measures, such as initiating kaizen teams to
specifically address the problem. Others might be resolved by other
initiatives currently underway. Lisa and Nancy will determine which
situation holds true in the next task, as they define the behaviors and methods
they will use to address these issues and problems.
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The key takeaway was that they had identified real issues that were standing
in the way of living their values. They could address and solve these issues as
they worked toward strengthening the dealership’s belief system. You can
change anything if you have the motivation to do so; nothing is set in stone.

S | R | o

Isolated and Work is focused on Bllllng inaccuracies  Problem solvmg Staff lacks knowledge Staff lacks knowledge Formal
inaccessible the individual and incomplete deferred around dealership’s  around dealership’s’  conversational style;
leadership (10) performer; the kaizen workresultinirate  supervisor (IO) AP1,  vision, mission, vision, mission, casual interaction is
B1&3;AP4,6,&7;AM1 teamisanisland (I0) customers (EO) 2,3,4,&6;AM7 and values (OAO) and values (OAQ) minimal (10)
B3,AP2,3,4,6,&7 B2;AP2, 3,4, &6; AM1 B1,2,3,&4;AP1,3,&4 B1,2,3,&4;AP1,3,&4 AP1,3,&4; AM1
Respectisgivenon Command-and- Discounts givento  Staff lacks a sense of Training must be Service noise level is
formal power control leadership defuse irritated urgency and done on days off; low; parts playi 8
and position (10) style; continuous customers (EO) ownership (EO discourages country music (10)
B1&3;AP1&7;AM1  feedback not B2;AP2,3,4,&6;AM1  AP1,2,3,4,&6;AM7) continuous learning ~ B4; AP2 &6;AM1
supported (OAO) (OAQ) AP2,3.&4
B1;AP2,3,&4; AM1
Customer Siloed and splintered Irate customers No motivation Posters denote Loan departmentnot Low job satisfaction;
interactions are organization; little venting to each to greet customers or kalzen progress, offering/selling in their work (EO)
rofessional inferaction/ otherin the waiting  gothe “extra mile” orting visibility ~ extended warranties  B2&4;AP2&6;AM1
iendly, and polite  teamwork between  room (EQ) on the customer transparency (OAO)
(I0) B1,2,&3;AP6 depts (OAQ) B2,AP2 3,4,&7;AM1  service side (EO) [WEO) B1;AP2&6 B3&4;AP2,3,&6
B1&3;AP6,AM2&7 AP1,2,3,4,&6; AM7
Customer conflict  Service department  No follow-up from Certifications onthe  Inconsistent Dealership’s tone s
resolution is war roomis Lean sales people _ wall areoldandout  appearance of the solemn and
professional Central; pillar of regarding service or of date (WEQ) dealersgljp overall; subdued; friendly
and thoughtful (10) teamwork in action  clistomer care (OAQ) AP2,3,&6 outdated décor/ butdlsengaged staff
B1,2,&3;AP6 (WEQ) B2&3;AP2,3, high tech gment (EQ)
B1,2 &3;AP2,3,4,&6 4,&6;AM1 looks od ??VE B2 &4;AP2 &6;AM1
B2&4; AP2&6; AM1
Compensation/ Cluttered and Observations Legend Cramped working Dealership doesn't
rewards based on disorganized service 6 —(risare e conditions; no convey vibrancy;
I’?ewty not bays; no central EO = Emoti personal items (WEO) bathrooms areina
ﬁ, ormance (OAD) storage for parts SEREMS B2&4;AP2&6;AM1 state of disarray
(WEO% OAO = Organizational Aspects (WEO
B3;AP2, 3,4, &6; AM1 WEO = Work Environment B2 &4; AP2 &6; AM1
Bonuses are carrot- Intake area full of DOOFS are full of
and-stick approach stains on floors er- P""tS paint is
(OAQ) B4;AP2,3, &4 and walls (WEQ) ing off door
AP3 &6, AM1 handles (WEOQ)
B2 & 4; AP2 & 6; AM1
Pay deductions for

customer discounts
(OAQ) B4;AP2,3,&4

Figure 8-14. New Horizons Service Department Culture Gap Analysis Worksheet (revised) [large format
version]
IDENTIFYING YOUR THEMES AND KAIZEN TEAMS

Now that Lisa and Nancy had completed the service department’s culture gap
analysis, they had all the information they needed to identify the themes they
must address. They can now identify their teams and name the leads. Do not
skip any of these steps. It may be tempting, but the PDCA cycle requires a
good bit of planning before you can take purposeful action. Be patient to
ensure you thoroughly understand the issues and problems at hand.

Using the two worksheets and chart in Figures 8-12 through 8-14, Lisa and
Nancy took their last pass through the Culture Gap Analysis Worksheet
(Eigure 8-14). This time they were looking for major themes they could use
to categorize observations. They arrived at the six themes shown in Figure 8-
15. They also added which value each observation came from in blue. This
ensured traceability, so that as they move forward, the teams will understand
which value they are working on and how the changes they are making will
affect the dealership’s culture and its budding beliefsystem and

associated values.
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They realized that some of the observations were already being addressed
through other initiatives. They shaded these green so that the teams would
not waste time on them. For example, all the items in the last column of
“Brand & Reputation” were being addressed through remodeling the
dealership. Some items did not require corrective action, such as the last two
in the “Customer Service” column. These are actually positive results,
achieved by the customer service training Lisa did last month. These
improvements will need to be monitored, which can be addressed through the
OKR and CFR processes, but no further action is required at this time. Now
Lisa and Nancy can form the kaizen teams around these themes.

Leadership Collaboration Customer Service | Self-Leadership |Rewards & Recognition|Brand & Reputation Brand &
Leads: Nancyl.llm Leads: Lisa/Donna | Leads: Lisa/Randy | Leads: Jannie/Rick Leads: Nancy/Chuck Leads: Lisa/Mary Reputation

Isolated and InacceSSlble Workis focusedonthe  No follow-up from sales ~ Problem solving Tra\nlng mustbedone  Irate customers VE"“"Q Dealership doesn't
leadership (10) individual performer; the people regarding service deferred tosupervisor ~ on days off; discourages toeach other in the gonvey vibrancy;
B1&3; APq,a,& 7;AM1 kaizenteamisanisland or customer care (OAQ)  (I0) AP1, 2, 3,4, 6; AM7 foggr;l.kc:.lzs' I;a&n-:'lng vaz‘altln rso%mafgo‘&m1 ;hé?ergfoansam ||ﬁ$0,
Respegt Peop|e (I0)B3,AP2,3,4,6,&7 B2&3;AP2,3, Empowerment
Teamwork 4, &6; AM1 Quality Continuous Evolution Quality &qnn?é
Respect is given on Formal conversational ~ No motivationto greet  Stafflacks a sense of Compensation/rewards  Service noise level is low; 'Doors are fuII of
formal power and style; casual interaction  customers or go the urgency and ownership based on lon evng not Parts pla'mg country ﬁn&irpﬂms, paintis
position (I0) is minimal (I0) “extra mile” on the ) performance ) music (|
B1&3; Afz &7;AM1 AP1,3, &4; AM1 ;%Sﬁonz’\esr's;:ﬂ&ﬂc: ﬁ;Eﬂ) AP1,2,3,4,8&6;AM7 B4; AP2, for B4; AP2 & 6; AM1 m:glzes&m‘l
Respect for People Enjoyment ; Empowerment Respect: People
eopl oy Empowerment Continuous Evolution

Command and—control Siloed and splintered Billing inaccuraciesand  Certifications on the wall Bonuses are carrot-and-  Low job satisfaction;in  Cramped working
leadership style; organization; little incomplete work resultin are old and out of date  stick approach (OAO) their work (EO) conditions; no persond
continuous feedback interaction/ teamwork  irate customers (EO) (WEO) AP2,3,&6 B4;AP2,3,&4 B2 &4; AP2 & 6; AM1 items
not supported (OAQ)  petween depts (OAQ)  B2;AP2, 3,4, & 6;AM1 sibility & Respectfor People Enjoyment BZ&II;APZ&S:.M“
B1;AP2, 3, &4;AM1 B1&3;AP6,AM2&7 Quality Tr Continuous Evolution
Teamwork m Ansparency

Loan department not Discounts given to Staff lacks knowledge  Pay deductions for Dealership’s tone is Intake area full of stains

of‘feru:jg/se\lmg defuse irritated around dealership’s customer discounts solemn and subdued;  ‘on floors and walls

extended warranties customers (EO) vision, mission, and (OAO) B4; AP2, 3, &4 frlendEy but disengaged  (WEOQ) AP3 &6, AM1

B2;AP2,3,4,&6,AM1 | values (OAQ) Respect for Peaple Conti
83&4 AP2,3,&6 Quality B1,2,3,&4;AP1,3,&4 52,&4:AP2&6:AM1
Continuous Evolution Visibility & Enjoyment
Transparency

Service department Customer interactions ~ Posters denote Clutteredand

war room is Lean are professmnal.ﬁ'lendly Kaizen disorganized service

Central; pillar of and polite (10) suppo |ng \nsub|| and bays; no central storage

ey el BIAP2&6. B335, 5.4, 8.6, AMT

B1,2,&3;AP2,3,4,46 HopectorPeople Vihilty & Observations Legend Quiaiity

Teamwork hw 10 =Interactions

EO = Emotions
Customer conflict Staff lacks knowl:

OAO = Organizational Aspects
WEO = Work Environment

resolution is professional around dealership’s
and thoughtful (I0) vision, mission, and
B1,2,&3;AP6 ;:luze'ssﬁr\‘?‘lm o
Respect for People

Visibility &

Transparency

Figure 8-15. New Horizons Service Department Culture Gap Analysis Worksheet by theme (large format
version)

The observations under “Rewards & Recognition” will need to be addressed
by a cross-functional team that includes Human Resources, as well as all the
department heads, to ensure that any changes to the compensation and bonus
system are fair and equitable across the organization. Nancy suggested that
she work with Chuck to lead this team, since he heads the HR department;
Jim would also be an integral part of this team. Nancy would also lead the
Leadership team with Jim. Lisa decided to take the Collaboration team with
Donna, the Customer Service team with Randy (one of the original kaizen
team members), and the Brand & Recognition team with Mary, who heads
the marketing department at the dealership.

Nancy also thought Jannie was ready to lead a team, so they assigned her the
Self-Leadership team, along with Rick (alsoa member of the original kaizen
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team). In essence, the leadership paired a sensei/coach with an apprentice
who could one day possibly become a sensei/coach as well. This pairing
allowsthe dealership to develop and hone Lean leaders.

Once Jim approved the plan, Nancy communicated it viaemail to the entire
dealership and explained the team assignments, and then she met with the
team leads to launch the kaizen teams as soon as possible.

Step 6: Connect Strategy to Execution by Implementing OKRs

Strategy is the keystone of culture. It connects your belief system and values
to the actions you need to accomplish as a Lean enterprise, based on the
behaviors you define in your CSDM framework. As you execute your
mission, you define and shape your culture by identifying what direction you
want to go and how you will measure success along the way. As your
strategy evolves, so too does your Lean culture.

To create a purpose-driven culture, you must align your organization from
top to bottom through a set of overarching objectives defined during the
development of your CSDM framework. By explicitly stating what is
important to the Lean enterprise, you create your Enterprise True North,
establishing a set of corporate guardrails that keep everyone on track. Side
trips and detours are kept to a minimum because everyone is focused on
executing on your strategic objectives. They understand what is important to
the organization, and this creates a motivated workforce that collaboratively
works together.

Ambiguity disappears, replaced by purpose and a keen focus on customer and
business outcomes, creating perpetual forward momentum that guards against
stagnation and corporate extinction. Innovation is also supported and
encouraged, because your strategy is aligned with your execution engine,
creating enormous competitive advantage. In the end, you have successfully
created a culture that is keenly focused on continuous evolution by linking
strategy to execution.,

CREATING A CULTURE OF PERPETUAL FORWARD MOTION

Let’s turn back to the Lean enterprise strategic planning process (described
in Chapter 6), shown in Figure 8-16. It all starts at the enterprise level, with
senior leaders scanning and building an understanding of both their
competitive environment and their customers in steps 1 and 2, and then
creating three to five strategic objectives in step 3 that define what the
organization seeks to accomplish in the next 12 months. In step 4, Lean
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leaders identify the competitive opportunities: the “how” that, if
accomplished, allows them to gain and/or maintain competitive advantage.
The opportunities cascade down to the tactical level in step 5, as mid-level
managers develop the measurement system in conjunction with the gemba
teams. The tactical managers and teams establish key results (KRs) and then
toss them back to the enterprise leaders for approval and adoption.

ENTERPRISE - Strategic

Step 1 (Plan): Scan Your Environment

Step 2 (Plan): State Your Customers

Step 3 (Plan): Identify Your Strategic Objectives

Step 4 (Plan): Identify Your Competitive Opportunities

Objectives  MID-LEVEL - Tactical Catchball
& Key Step 5 (Plan): Design Your Key Results (KRs)

(Plan) Results

Results . Defi : .
(OKRs) & Step 6 (Plan): Define Tactics and Operational Tasks Self-Diagnose

Tactics (Act)

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute Iterate
Step 8 (Check): Measure and Report the Results (Do/Check)
Step 9 (Act): Evolve and Optimize the Process

Figure 8-16. The Lean enterprise strategic planning process

The tactical plans and operational tasks are created in step 6, providing the
mechanism that produces measurable results. When the gemba teams execute
in step 7, the Lean enterprise successfully links strategy to execution and ties
its beliefs and values to behaviors and actions. Results are measured and
reported in step 8 on a regular cadence, which unites the entire Lean
enterprise. This creates a healthy, focused, transparent, and high-performing
organization with a well-defined culture that has been purposefully designed,
implemented, and maintained through a structured strategic-planning and
goal-setting process.

MEASURING WHAT MATTERS USING OKRS

Today, the process of setting strategic themes (determining the corporate
direction) and OKRs (defining the results you want to achieve) is used by
many well-known organizations, including Google, Yahoo, Intuit, and
YouTube. This process originated with Peter Drucker’s work in the 1960s,
known as Management by Objectives (MBO), evolving into what are now
called objectives and key results (OKRs), popularized by John Doerr.5 Doerr
expanded on Drucker’s work by adding a component called Conversations,
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Feedback, and Recognition (CFRs); a mechanism designed to obtain regular
feedback during scheduled check-in meetings between a leader/manager and
an employee. Drucker identified these elements as being important, but Doerr
codified them by adding the CFR element to the process, tying human

aspects such as beliefs, values, culture, teamwork, leadership, and continuous
performance management together to form a complete, closed-loop goal-
setting and continuous performance management system.

Overall, both methodologies are after the same thing: establishing purpose,
focus, alignment, contribution, and accountability and traceability regarding
who is responsible for accomplishing the stated enterprise objectives. Setting
OKRs, conducting CFR check-ins, and then executing on them are built into
steps 3 through 9 of the Lean enterprise strategic planning process, as
depicted in Figure 8-16. Step 9 represents adjusting and evolving the OKR
process through the regular check-in process, established to measure and
affirm employees’ understanding of the OKRs. If a change in direction is
required, the adjustment is made in real time and consistently monitored and
measured.

At New Horizons, one of the strategic objectives the service department
leadership set was to increase quarter-over-quarter sales. This is the “what”
that sets the direction for the department. Then the OKRs combine the
competitive opportunities the team identified with the measurable results they
are working toward. For example:

. Strategic Objective #1: Increase quarter-over-quarter sales
Competitive Opportunity #1: Perform random service follow-
up customer calls

o Key Result #1: Increase service department sales by 2%
per quarter

o Key Result #2: Increase service department sales by 20%
within the next 12 months

As you can see, these (plus the rest of the OKRs set in step 5 of Figure 8-9)
are specific, measurable, and timebound, and they include hard numbers or
targets. If the company increases sales by at least 2% in any given quarter by
performing random service follow-up customer calls, then it has hit its target
for that quarter in the service department—a measurable outcome. But to
accomplish its overall objective for the next 12 months, the service
department must increase overall sales by 20% in that period. Although it
could meet its target during some of the quarters, the yearly goal may or may
not be met. And the increase in sales is explicitly tied to performing the two
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competitive opportunities in this area that connect value delivery to these
business outcomes.

Eureka! We’ve just answered the age-old question I get a lot: “How do we
know if we are creating value?” It is up to senior leaders to create the
conditions that enable the organization to realize and deliver value, quarter
over quarter and year over year. They must first set expectations through
developing strategic objectives and identifying competitive opportunities.
Then, they must establish measurable performance goals that align
expectations and results. This connects value to effort expended, creating a
value-driven culture of achievement.

OKRs create an accountable culture through their interconnected nature. The
objectives are a unifying force because it takes everyone in the organization
working together to accomplish them. If one person or group does not
accomplish their key results, others in the organization also run the risk of not
accomplishing theirs, which may cause the entire organization to suffer the
consequences. Immense peer pressure is at work—no one wants to be the one
who held up the team or even the company from meeting its goals. In this
manner, OKRs foster accountability and servant leadership. They inspire
people to serve the greater good and accomplish the objectives while taking
pride in collectively moving the Lean enterprise forward. This is how the
21st-century Lean enterprise achieves measurable and consistent success: it
creates a holistic culture that works to establish and accomplish what it has
committed to by throwing its energy into the pursuit of continuous
operational excellence, through the consistent application of their OKR
process.

ESTABLISHING OKRS AT NEW HORIZONS

The process of setting OKRs at the enterprise and tactical levels, discussed
in Chapter 6, is represented in steps 3 through 6 on the New Horizons
strategic planning canvas (Figure 8-9), which is a simplified representation
for illustrative purposes. In a Lean enterprise, each product line or
department, depending on its business/operating model, creates its own
OKRs that roll up to the overall enterprise’s strategic objectives. At New
Horizons, each department head will work with their team, and with other
leaders and teams if dependencies between them are identified, to develop
their OKRs. Nancy gathered her leadership team and revised their planning
canvas to address only the Q1 OKRs, shown in Figure 8-17.

This canvas doesn’t yet include any OKRs from the kaizen teams Nancy will
lead. Those will be added once they are kicked off to address the cultural
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issues and problems identified at the dealership. As you can see, the OKRs in
step 5 are now much more specific and address only the quarterly tactical
plans and operational tasks listed inthe Q1 box of the New Horizons service
department MVP release plan (refer to Table 8-5). Remember, OKRs are set,
monitored, and measured quarterly—the same timeframe used at both the
strategic (Table 8-4) and tactical (Table 8-5) levels. Before Q2 begins,
Nancy’s team will meet again for the next planning cycle to figure out what
can be marked complete (green), still in progress (amber), or not started (red)
that was planned to start during the last quarter.

Now that Nancy has firmed up her Q1 OKRs, she’s transferred them over to
her quarterly OKR tracking and monitoring worksheet, depicted in Figure 8-
18. This spreadsheet is a great tool for making her expectations known,
holding herself and teams accountable, and communicating progress. It is
crucial that you name only one person from the leadership team to be
responsible for the key results you seek. You have to know who the “go to”
person is for questions on progress (or lack of it) during the quarter. Often
that leader will have a team to hold accountable for progress against plan as
well. In this manner, the objectives cascade down through the organization,
rallying the troops around a set of measurable results.

. . . . Date: 06/30/20XX
New Horizons Service Department Strategic Planning Canvas — Quarter 1

Iteration #2
Step 1: The Environment [|Step 3: Strategic Objectives Step 5: Key Results (KRs) Step 6: Tactics Step 8: Measure &
Vision: Dedicated to S01: Increase quarter-over-quarter | S01/C01 1. After Service Customer Follow-up Call Report
customers and driven by sales by 5% a. Pilot Follow-up Call Script program 1. KPI measurements will be
excellence $02: Increase the quality of our b. Make 25 outbound calls/week 2. Service Lapsed Customer Call program complied by the Data
Mission: To become the service to our customers ¢. Set 5 appointments/month 3. Service & Repair Mobile App plan Analytics group
world’s most renowned $03: Increase the use of d. Increase sales by 2% 4. Service Staff Training plan 2. Frequency will be based
center for customer service technology to effectively run | s01/c02 5. Loaner Car Program System Upgrade plan on the metric collected,
in the automative sector our business a. Pilot Lapsed service Call Script 6. Dealership Computer Hardware Upgrade based on the following
Value proposition: Easy to  §504: Modernize our facilities b. Make 50 outbound calls/week schedule:
buy and obtain service c. Set 10 appts/month Step 7: Workforce + #1: Sales-guarterly
Competitive Landscape? d. Increase sales by 3% L. Service Dept & Technology * #2: Biweekly
We are the only dealer SOZDI'COB ) y 2. ?_erwce Dept & Outside Customer Service < #3: Monthly
ithi N p ", a. Decrease the service Request irm + #4: Monthl
mnt::5;?:;:2?;;3?3?;:1 Step 4: Cnmp?t'ltlve Error rate by at least 30% 3. Loaner Car Dept and Technology 3. Metrics rgsult;ywi" be
and services this make of c01;?)zp,:,':;:,':,l.t:fvice follow-up b. Increase NPS by 15% 4, Service Dept posted in the TBP _team
vehicle 502/co4 5. Service Dept war room on the fifth day
customer calls a. Secure the training vendor 6. Technology of each month
Marketplace Challenges €02: Perform telephone customer | |, Complete training
& Trends? inquiries on lapsed service ¢. Increase NPS by 15%
Another luxury vehicle €03: Complete the Service $03/C05 -
competitor is building a Request Intake process a. Complete 100% of process Step 9: Evolve & Optimize . .
dealership 25 miles from us, kaizen efforts work 1. The loaner car program system upgrade will also re:qu\re all the
in the next town over €O4: Provide training to the b. Launch 17 release of app hardware to be upgradevd throughout the dealership ) )
service staff 504/CO7 2. The loaner car program’s processes also need to be revised/modified, as
Step 2: Customer/ CO5: Develop a service & repair a. Complete 100% of Hardware thelsysteml undergoes the planned software update )
Persona Identification mobile app uperade 3. Tram.mg will need to be developed and conducted to ensure service Dept
1. Luxury sedan owner C€O6: Upgrade loaner car program |- Compete 100% of Dealership staff is up to date on the new processes
2. Sports coupe owner system redecorating
3. SUV owner €07: Upgrade hardware/décor
4. Truck owner throughout dealership
5. Van owner
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Figure 8-17. New Horizons service department Quarter 1 strategic planning canvas (large format version)

Competitive Assigned Final Fiﬂﬂ'
suategkcopjctie T ML R il L AP PR

Increase 1. Implement a service a. Pilot follow-up call script Gail
quarter-over-quarter sales :;Icl,c;t:fa;p customer call b. Make 25 outbound calls/week 0% 0%
c. Set 5 appointments per month 0% 0%
d. Increase sales by 2% 0% 0%
2. Perform telephone a. Pilot Lapsed Service Call script Gail 0% 0%
Icau;:gdmseerrl‘:':é]:mes on b. Make 50 outbound calls/week 0% 0%
c. Set 10 appointments per month 0% 0%
d. Set 10 appointments per month 0% 0%
Increase the quality of our 3. Complete the Service a. Decrease the Service Request Jannie 0% 0%
service to our customers Request Intake process Error rate by at least 309%
kaizen efforts b. Increase NPS by 15% 0% 0%
4. Provide training to the a. Secure the training vendor D 0% 0%
h onna
service staff
b. Complete training ux oH
. Increase NPS by 15 percent 0% 0%
5. Develop a Service & Repair a. Complete 100% of process work Rick 0% 0%
mobile app p N
b. Release Service & Repair Launch 0% 0%
1st mobile app
Increase the use of technology 6. Upgrade loaner car N/A Donna 0% 0%
to effectively run our business  program system
Modernize our facilities 7. Upgrade hardware/décor  a. Complete 100% of Randy 0% 0%
throughout dealership hardware upgrade
b. Complete 100% of dealership 0% 0%

Figure 8-18. New Horizons service department Quarter 1 OKRs (large format version)

ENSURING ACCOUNTABILITY AT THE GEMBA LEVEL

You can set OKRs at both the team and individual levels, but the deciding
factor depends on what type of work the team is performing. What you are
looking to foster is teamwork and collaboration. Consider whether the extra
overhead of pushing OKRs down to the individual level is worth it. That is
your call. In a team environment, everyone is accountable to each other for
getting the work done. The team knows who isn’t performing, and take it
from me, this situation will not go on indefinitely. A day of reckoning will
come, and you will not need to intervene. Over time, teams become self-
correcting, responding and adjusting accordingly.

As you can see in Figure 8-18, each team and leader is responsible for an
objective. This drives accountability, ensuring that everyone understands the
objectives and measurement criteriaand what is expected to be accomplished
during the quarter. The teams typically meet at least once a quarter and at the
end to measure progress and report final results. A typical measurement
scale, such as the one used at Google and Intel,6 consists of the following O to
1.0 scale:

« Red =0.01to0 0.3 (We failed to make real progress)
. Amber =0.4 to 0.6 (We made progress, but fell short of completion)
« Green=0.7to 1.0 (We delivered)
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Take, for example, Rick’s team objective #5: Develop a Service and Repair
Mobile App. There are two key results the team is working on this quarter:
(5a) complete 100% of the process work, and (5b) launch first release of the
Service and Repair Mobile App. The tactical plan for this objective states that
the process work will be done by the end of January, and the first
measurement is scheduled for February 15. That means the team should
complete this work by the mid-quarter checkpoint if they adhere to the
schedule. They can register a result across this measurement scale based on
progress so far. Measurement is as simple as that.

If the key result was red, scoring 0.3 or less, then Rick would need to discuss
how the team is going to complete this work so that it does not jeopardize
5b., which could delay the release of the app. However, they did complete the
processes for the app, so they scored itas a 1.0 (green). If at the end of Q1
the team releases the app but finishes only two of the three planned features,
falling short on the Loaner Car feature, they would have to score this one a
0.6. The status must be marked as amber, and Rick and the team will need to
figure out the likelihood of finishing it in the next quarter. That means the
unfinished feature would have to be pushed to the Q2 release to complete the
app (Table 8-5), ensuring the planned work stayed in line with actuals.

DETERMINING THE PRACTICALLY OF DEVELOPING
INDIVIDUAL OKRS

Senior leaders need to weigh out the costs and benefits of establishing OKRs
with their team members. Though there is some debate as to their
effectiveness within ateam environment, | think there is a case to be made
for setting them at this level.

Things like continuous learning and development that need objectives that
must be tracked and measured are perfect for individual OKRs. Take, for
example, the observation that the service technicians’ certifications are not up
to date. An overall service department OKR could be constructed as follows:

. Strategic Objective #2: Increase the quality of our serviceto our
customers
Competitive Opportunity #8 (new): Leverage our auto
manufacturer’s training to offer and provide superior service to
our customers
o Key Result #1 (new): Maintain 100% compliance with
service technician certifications each quarter
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o Key Result #2 (new): Maintain overall “current”
certification status from the auto manufacturer over the
next 12 months

Assigned To: Randy (who manages the servicebay in Nancy’s
department)

At the individual level, each of Randy’s technicians would be given a key
result for Q1 of “Bring all lapsed training certifications up to date within the
next 90 days.” Setting this type of objective and defining the opportunity, and
then establishing key results that can be tracked and measured, ensures that
these crucial training classes will be taken.

Then in Q2, the individual OKR would slightly change to “Obtain/maintain
all new/existing training certifications over the next 90 days.” Service
technicians would then be held accountable for maintaining their own
certifications, existing and new. This creates accountability at the individual
level for objectives and opportunities that apply to every team member.

Step 7: Conduct CFR Check-Ins to Ascertain Forward Progress

By setting OKRs and continuously measuring progress, your culture evolves
in a purposeful manner, based on the objectives you set and the key results
you achieve over time. It is a two-pronged approach: OKRs focus on setting
prioritiesand communicating insights, whereas CFRs ensure these have been
clearly transmitted to those responsible for achieving them. But what exactly
are CFRs?

Conversations

These are held duringregularly scheduled check-ins between
leaders/managers and employees.

Feedback
Thisis information given and obtained through bidirectional
communication duringa formal check-in (as opposed to feedback
given during genchi genbutsu) to evaluate progress against goals and
discuss any necessary corrective measures.

Recognition
Thisis positive acknowledgment and reinforcement of an individual’s
contributions toward general and individual objectives.



Whereas OKRs focus on priorities, CFRs involve understanding and
fulfilling basic human wants, needs, and/or desires, such as respect and
recognition, encouragement, psychological and emotional comfort, support,
safety, and a sense of community through affiliation. CFRs foster and evolve
Lean culture by providing purpose, clarity, and feedback.

Lean leaders should hold CFR check-ins with their team members at least
once a month. The following items are usually discussed:

« Progress toward existing objectives

. Priorities

« Individual key results

. Personal development items and actions
. Issues and concerns

« Adjustments

- New objectives and key results, if any
 Operational tasks, planned versus actual

Together, OKRs and CFRs replace the outdated annual performance review
process with more lightweight and more adaptive quarterly goal-setting and a
follow-up process that provides direct, timely, and relevant feedback. You
can measure and verify that the objectives have been understood and that
your workforce is headed in the right direction. If not, you can make
adjustments. By leveraging collaboration and combining it with
accountability, you can achieve peak performance throughout the enterprise.

By adding the concept of pulsing, or generating feedback through an online
survey regularly administered by HR (weekly or monthly), you can quickly
generate a snapshot of your current culture. Pulsing helps gauge

the organization’s health by pushing out a simple survey on a regular basis so
that you can react to critical or negative feedback before it festers and
becomes a problem.

CONDUCTING CFRS AT NEW HORIZONS

When Rick held a CFR check-in with Diane, one of the programmers on his
team, it emerged that she had underestimated the work required on the
service app login feature associated with objective #5 (Figure 8-18). As a
result of the dealership’s systems being out of date, an upgrade to Active
Directory was required before she could move forward, which took more
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than two weeks. That caused a snowball effect with the other two planned
features, and there just wasn’t enough time left in the quarter to completely
finish the Loaner Car feature. It was almost finished; it just lacked testing.
Rich ascertained that completing the testing wouldn’t slow the team down
that much in Q2. This wasn’t the first time the team had to deal with the
dealership’s old systems; Rick was thankful that Jim had finally prioritized
upgrading their systems and had allocated funds to make that happen this
quarter (Figure 8-10).

As a result of his conversation with Diane, Rick also spoke with the entire
team around doing a systems evaluation as they undertake new projects, to
determine the impact their legacy systems would have on this future work.
The team brainstormed possible impacts to the features planned for the Q2
release—to address them up front, before they caused any more issues or
delays with the Q2 release. In this manner, Rick’s check-in with Diane
allowed the team to address the issue in real time, through proactive
intervention, and it was corrected before it became an even bigger issue.

Step 8: Report Progress and Make Adjustments

At the end of each quarter, all the teams hold a results meeting to report their
progress. Jim decided to hold a quarterly First Monday morning key results
breakfast meeting, with catered food, before the dealership opened. One by
one, each team reported the progress they had made on their OKRs to the
entire dealership. If an OKR was missed, the leader stated the reason, along
with the adjustments necessary to complete it. The final grades were then
posted in the kaizen war room, which acted as great motivation, since no one
wanted to see their team’s report bleeding red until the next mid-quarter
results were posted. Over the next several quarters, the red turned to amber
and then to green as the teams settled into the process. This was a big switch,
and it took some time for everyone to find their rhythm.

As you can see, all this planning is interrelated. The strategic objectives set at
the executive level are converted to competitive opportunities at the
executive and tactical levels. At the tactical and gemba levels, they become
tactical plans and operational tasks laid out on the strategic roadmap and
MVP release plan by due date. The OKRs are set at these levels to measure
yearly and quarterly results on an objective and quantitative basis.
Adjustments are made through check-ins during the quarter as the work
progresses. It’s all driven by the organization’s culture. Disciplined,
successful 21st-century Lean enterprises have realized the power of this
process and its effect on creating, maintaining, and sustaining culture. They
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operate with purpose and accountability that drives them forward to
accomplish outstanding quarter-over-quarter and year-after-year systematic
results.

Focusing on the Critical Need for Continuous
Performance Management

Lean leadership creates a culture in which performance is measured,
recognized, and rewarded continually, known as Continuous Performance
Management (CPM). CPM turns a subjective process into an objective one
through measurable and quantitative analysis that is fairly applied at all
levels. Whereas old-fashioned annual or semi-annual performance reviews
focus on past performance and results that could be six to twelve months old,
CPM’s timeframe is just one to three months. It is also much more forward-
facing and balanced between current and past achievements, as well as future
performance. This is evident in Rick’s checking in with Diane: Together they
were able to troubleshoot the issue and take corrective action before it was
too late. Rick conveyed what he learned to the entire team, who also
benefited from their conversation, applying it across the board in his area to
ensure they met their Q2 OKRs. Now that is powerful stuff!

Understanding the Benefits of CPM

The benefits for the Lean enterprise of CPM that leverages strategic planning,
OKRs, and CFRs are wide-reaching and varied. This system provides your
workforce with a direct mechanism to participate actively in the
achievements the company produces, which is priceless. When prioritiesare
made clear and genuine conversations are had concerning progress, people
become engaged and want to contribute continuously, and their enthusiasm
becomes contagious. This forms a culture of continuous improvement and
Lean thinking that propels the organization forward, creating enormous
competitive advantage. Therefore, CPM is a powerful tool that creates the
following benefits for the Lean enterprise:

Provides focus and commitment

Senior leaders must force themselves to prioritize, on a quarterly
basis, whatis importantto the organization, takingthe guesswork out
of understandingand committingto actions. The process provides a
way to decide and communicate what really matters, and to mobilize
the workforce to focus and achieve results and deliver value,



especiallyin a startup with limited resources. Being scattered across a
dozeninitiatives will not get you the results you want, because
nothingis going to get done. As Andy Groves, former CEO of Intel,
once said, “If we try to focus on everything, we focus on nothing.”7 As
a Lean leader, you haveto focus on the MUST dos, then committo
going after them, to truly make animpact on the Lean enterprise.

Fosters agility and alignment

CPM provides a mechanism to change direction completelyin days
and weeks, not months and years. If priorities change or a competitive
threat arises, you can quickly rework your objectives and cascade
them down to the tactical managers to set new key results, playing
catchball back and forth with seniorleadership, mid-level tactical
managers, and the gemba teams until the OKRs are finalized and used
to mobilize your workforce. Being able to press thereset buttonto
align the Lean enterprise around new objectives quickly avoids
disruption by effectively responding with speed, giving you incredible
competitive advantage through nimbleness and alignment.

Encourages empowerment and ownership
Decision-making abilities will be pushed down to those who are
closest to the work. When anissue arises, thereis no need to go find a
supervisorto analyze the situation and make a less informed decision
or provide anincomplete solution. Those at the gemba are well-
informed Lean leaders who understand the direction the Lean
enterprise wants to move in, resultingin well-informed decisions.
Everyone understands the strategicdirection set by the CSDM
framework and explicitly stated through the OKR system. Everyone
understandswho is responsible for whatand the part they playin
accomplishingthe organization’s overall objectives through team and
individual ownershipand accountability.

Provides transparency and visibility
Everyone understands the future the organizationis trying to create
through the objectives being set and how they will be accomplished.
Everyone knows what everyone else is working on. There are no
secrets, and progress is monitored and communicated every 45 days.
Thereis no place to hide. CPM also identifies cross-functional
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dependencies to foster collaboration and eliminate duplication and
redundancies, breakingdown silos across the Lean enterprise.

Enables self-leadership, purpose, and career growth

People will discoverthey have a sense of purpose and the latitude to
figure out how to lead themselves to success without middle
management interference. What you work on becomes your
responsibility, creating a sense of direction and purpose. This helps
with career growth as people are challenged through continuous
learning, feedback, and development.

Provides opportunities to stretch and grow
CPM encourages moonshots—going above and beyond what was
previously thought possible. Of course, everythingcan’t be a
moonshot, but when the organization needs a way to mobilize quickly
to fight off a threat, a moonshot might be exactly what is needed.
Being ableto change direction and be successful is an aspirational goal
thatany leader would love to be able to accomplish.

Allows for measurement and feedback

The CPM process ensures that objectives are quantifiable, periodically
measured, and analyzed to spot trends. It also allows for timely
adjustments and course corrections, when needed.

Creates a fair and unbiased rewards and recognition system
Both individualand overall enterprise performance will be accurately
assessed on a regular basis. CPM then identifies the appropriate
rewards and provides positive recognitionto all involved. Today,
people wantto be acknowledged for theirachievements and have
their successes celebrated. Even a “Thankyou!” goes a long way in
encouraging positive performance that quickly becomes habitual.

Seven Things That Must Be True to Develop
a Lean Culture

Through my work with Fortune 100 companies as well as with startups, I’ve
identified seven things that must be true. These are crucial to successfully
build and maintain a Lean culture.

1. Senior leadership alignment



This is probably the single most important factor when undertaking not
just cultural change but any type of change initiative. Cultural change is
a top-down effort. Senior leaders must first align on what needs to
change, then work through the why and how. Also, they must
participate in the change. Your followers are watching how you lead. If
a senior leader talks a good game but does nothing to personally change
or model the beliefs and values of the culture, it sends the wrong
message: “Oh, that change isn’t meant for me.” Lean leaders are front
and center, in leading the charge when it comes to culture.

2. Visible proponents

These are a must inside the Lean enterprise. They visibly support your
cultural change efforts, from the enterprise level all the way through to
the gemba teams. Change that happens with people’s participation ends
up being lasting and sustainable. It must be just as big a priority for the
CEO and board of directors as it is for team leadersand members.
Identify change champions who are responsible for encouraging and
supporting actions that further support your belief system and values.
These could include volunteering in community events, forming
permanent departmental kaizen teams to work on continuous
improvement projects, or conducting a Voice of the Customer (VoC)
analysis to identify customer needs. Visible action is powerful in
creating the type of culture you can be proud to be a part of.

3. Brand alignment

Your culture must align to your brand, customers, and employees to
keep them all in sync in your marketplace. If your company’s culture
doesn’t support customer-first behavior and actions from your
employees, you are asking for problems. Remember, the world is small.
It is very easy to have your “dirty laundry” go viral through poor
customer experiences and low customer satisfaction. Ensure that the
culture you are building is consistent with the customer and employee
experiences you are trying to create.

4. Frequent communication

This is vital to your cultural change efforts. People do not like to be
kept in the dark. They become nervous and begin to ask questions and
worry about things like job security—another Lean cultural antipattern.
Communicate early and often to generate buy-in and ensure everyone is
well-informed and working toward the same goals. Your messaging,
policies,and procedures must be consistent and not conflict with your
beliefs or values. If that occurs, you will be sending mixed messages.

5. Comprehensive application



Make sure your cultural change efforts apply to the entire organization.
No one person, department, or business unit gets a pass. Your culture
must be consistent across the board. No exceptions. Subcultures will
arise, but they must be consistent and in sync with your overall culture
to ensure they do not overtake it and cause damage. Many times this is
how cultures get off track over time, as top leaders move on to other
positions and are replaced by others who do not have the same beliefs
and values. Don’t underestimate the power of one person to completely
change your culture. When it comes to hiring, look for people who
value the same things the company values. You’ll end up with loyal
employees who want to contribute to your culture.

6. Continuous reinforcement

A consist rewards and recognition program is a must. What you
recognize, reward, and celebrate is what you get more of. If you want a
stronger improvement culture, celebrate each aspect of your
improvement efforts. Be creative to find various ways to sincerely
recognize contribution. There is no one-size-fits-all approach. Success
breeds success. The more you recognize contributions at every level,
the more progress you will make.

7. Focus on the long game

Creating a Lean culture is a journey, not a destination. | often get
asked, “How long is this going to take?” This usually comes out of at
least one or two senior leaders’ mouths, as we are assessing the
organization’s current culture. I always chuckle. My name may be
Jeannie, but 1 do not live in a bottle, and I cannot fold my arms and
blink and make your culture one that embraces Lean. | wish it were that
easy, because I’d be a billionaire! Lean must evolve over time through
continuous learning, feedback, and improvement with the PDCA cycle.
Continuous evolution into new and better forms gets kick-started.
Change becomes a behavior that is embraced and supported throughout
the entire company. That is the direction you must head in, my friend.
When you turn that corner and realize change is inevitable, and you
harness it to your advantage by creating a culture of continuous
evolution, that is when we will both know you have become a Lean
leader that possesses a Lean mindset.

Conclusion

You can purposefully create and evolve your culture. It takes a lot of work,
but it is crucial to your corporate survival. You must offer up your vision and



define the value you want to create and deliver. That’s where it all starts. It
springs out of the visionyou build, looking to your Enterprise True North,
creating purpose, direction, and a track record of success. In the next three to
five years, those who don’t embrace this philosophy may very well face
corporate extinction. Now is the time to step up and lead. Make your mark.
Believe that, yes, you can influence your culture. Focus on achieving great
things through purpose-driven behaviors. The rest will follow.

Act as arole model. Culture is to leadership as breathing is to human life.
Step up and create and maintain a culture that brings your vision to life. Are
you up for the challenge? I hope so. The world needs more leaders who are
up to meeting this challenge.

1 Investopedia, s.v. “Corporate Culture”, by Sandra Lim, last modified May
7, 20109.

2 “About Toyota”, Toyota Aruba (website), accessed June 15, 2019.

3 Please see the work of Lean thought leaders such as Jeffrey Liker, James
Womack, and Daniel Jones.

4 Barry Jaruzelski, Robert Chwalik, and Brad Goehle, “What the Top
Innovators Get Right”, strategy-+business, October 30, 2018.
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Chapter 9. Becoming a Self-Led Lean
Leader

Your Lean leadership journey must begin with you. Before you can even
attempt to lead others, your customers, and the Lean enterprise, you must
first develop the ability to lead yourself. Knowing the traits of a self-led Lean
leader is one thing; embracing, embodying, and executing on them is another
thing entirely. It’s going to take conscious effort on your part to become a
self-led Lean leader.

In this chapter, | will describe the steps you must execute to develop the
skills and abilities of leading the selffirst, providing a starting point from
which you can venture into the other dimensions of the Modern Lean
Framework™. You must build a solid foundation that allows you to develop
greater proficiency in all dimensions of Lean leadership.

Seven Things That Must be True to Develop
Yourself into a Lean Leader

There are seven things you must do to become a self-led Lean leader.

1. Understand that leaders are both born and made.

Are leaders born or made? To me, the answer is a resounding “both!”
Yes, you can be born with some of the inherent traits that make you a
great Lean leader, but | firmly believe that we all have some inherent
leadership abilities that we can develop. Leadership, like many things,
Is behavioral and is therefore a learned behavior, based on the
situations you encounter throughout your life.

Adversity is probably the biggest breeding ground for leadership
abilities. When your convictions are tested, Lean leaders rise to the
occasion. Facing “your dark night of the soul” is a character-building
experience; you can come out the other side much better and more
seasoned. Don’t think for a minute that you are not a leader just
because you don’t possess the natural megawatt charisma of John F.
Kennedy Jr. or the determination of Teddy Roosevelt. There are many
dimensions of leadership. Figure out which ones you naturally possess
and the ones you need to develop. Then build your plan and iteratively
and incrementally execute on it. Like any craft, leadership requires that
you practice, regardless of your natural abilities. Start where you are,



but understand that you won’t stay there for long when you dedicate
yourself to becoming a Lean leader.
. Expect some degree of failure.

This is a tough one, because the word “failure” is usually not part of the
type-A overachiever’s vocabulary. When you try something new, you
are learning, which means there are going to be a few missteps along
the way. Learning from your mistakes and making adjustments isall a
part of your quest for continuous improvement. Treat the things that
don’t work as learning opportunities. That means analyzing the
situation, discussing it with your sensei, and embracing the goodness
that is inherent in this process while leaving the rest behind. Then,
adjust and try again. The next time you’re faced with the same
challenge, you will have learned how to handle it more effectively. Life
has a way of pushing the same obstacles into your path in different
forms until you have successfully mastered or maneuvered around
them. Facing them head-on and putting all your effort behind a
successful resolution goes a long way to becoming self-led.

. Shift your mindset from training to developing yourself and others.

No one can “train” leadership abilities into you in a two-day class,
regardless of their training abilities. The purpose of classroom training
Is to create a foundation of understanding and to set the stage for
development through imparting some knowledge that you will then go
execute on at the gemba. Training, combined with practical application
over time, helps you to develop the judgment, wisdom, and ability to
truly become a Lean leader. And keep in mind that becoming one is not
about your physical age, because being older doesn’t always
necessarily mean you are any wiser. As they say, “Practice makes
perfect,” and it is all about how much time and energy you are willing
to invest in yourself and others.

Also, it doesn’t mean you cannot lead until you become the “expert.” If
you wait to be deemed one, you will never get off of GO. Lean leaders
face challenging situations head on and you will need both the training
and on-the-job development (OJD) opportunities to foster and grow
your abilitiesin real time.

. Make leadership development an objective, measurable process.

Developing Lean leaders, like any other process, must be objective and
focused on conscious effort and measurable progress. You must set
your objectives, define your growth opportunities, establish your key
results, and then measure and report your progress (CFRs) diligently
and consistently. Take the guesswork out of what success looks like,



individually and as part of the Lean enterprise. It is up to you to create
a clear picture of what success looks like by clearly spelling it out in
your “Personal True North” as well as in the “Enterprise True North”
and system of OKRs. What constitutes personal and professional
success across the Lean enterprise is not a secret understood only by
the chosen few. Ambiguity is replaced by objectivity, transparency, and
visibility, and no one can play favorites. Rewards and recognition are
based on achieving your Lean leadership and Lean enterprise
objectives.

. Empower others to lead.

Leadership is a group activity, and as a Lean leader, you have a
responsibility to help others become leaders. It takes a team to achieve
great things—a team that is prepared and inspired to act when
opportunities present themselves. It takes a team to achieve great
things. One that is prepared and inspired to act when opportunities
present themselves. And yes, there is both an individual, as well as
enterprise nature to it. Developing yourself, as well as serving,
mentoring, and teach others is all part of being a Lean leader. It is
everyone’s responsibility to make the organization profitable by
delivering customer value; becoming a truly great Lean enterprise
means developing leaders at all levels.

. Build a culture that encourages Lean leaders to flourish.

A company’s culture breeds its leaders, as well as attracting leaders
from outside. Building a nurturing, supportive, and empowering culture
that encourages Lean thinking, experimentation, learning, and
continuous improvement can all start with one person modeling the
Lean values, behaviors, and actions.

. Realize that your system of leadership at every level is a competitive
advantage.

This realization should actually become the driving force to developing
yourself, as well as a network of Lean leaders that understand how to
respond to disruption through innovation, which is priceless.
Developing Lean leaders is not cheap, easy, or fast. Leaders are
developed over time through practice and patience; an investment of
time, money, and people will be required. Luckily, there is a practical
nine-step system to develop Lean leaders iteratively and incrementally:
the Lean Leader’s Self-Development Process.

This process is the key to unlocking your leadership potential. Let’s
look at how it works.



Understanding the Lean Leader’s Self-
Development Process

Becoming a Lean leader is a lifelong journey. It requires mindful effort. First,
you must understand your current state: who you are, what you are about, and
the skills you currently possess. Next, you must define who you want to
become, analyze the gaps, and then purposely develop yourself into a self-led
Lean leader inthis self-development process. Figure 9-1 outlines the nine
steps.

You’ll begin by understanding what type of foundation you want to build for
yourself. Step 1 entails conducting a current state assessment of your belief
system using Q1 of the the Leading Culture dimension of the Modern Lean
Framework™ (Figure 8-2) and identifying your “Leading Self” abilities. From
there, you will identify the gaps you need to address. Then in step 2, you will
work through QII (Figure 8-3), which allows you to establish your purpose
and 1dentify your values, finding your “Personal True North.” In steps 3 and
4, using your belief system and values as your foundation, you will define
your leadership objectives and major growth opportunities to chart your self-
development course over the next three to six months.

ENTERPRISE - Strategic

Step 1 (Plan): Scan Your Environment

Step 2 (Plan): State Your Customers

Step 3 (Plan): Identify Your Strategic Objectives

Step 4 (Plan): Identify Your Competitive Opportunities

Objectives MID-LEVEL - Tactical Catchball

Plan
F%eESIyts Step 5 (Plan): Design Your Key Results (KRs) ( ) R

CHY Step 6 (Plan): Define Tactics and Operational Tasks
Tactics (Act)

Self-Diagnose

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute Iterate
Step 8 (Check): Measure and Report the Results (Do/Check)
Step 9 (Act): Evolve and Optimize the Process

Figure 9-1. Lean Leader’s self-development process

With these defined, you can identify your KRs and strategic, tactical, and
operational behaviors in steps 5 and 6. You’ll determine what actions will
bring your leadership abilities to life by formalizing your tactical plan and
operational tasks in step 6. Finally, you must engage and execute on your
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plans in step 7 and track progress instep 8, using your OKRs as guardrails as
well as conducting CFR check-ins, and measure and evolve as you go, which
is step 9. Again, it will be an iterative and incremental process, so don’t think
this is a “one-and-done thing.” It will take multiple iterations, performed on a
90-day basis, to grow and evolve you into a Lean leader. Self-development
and learning is a process that is not a destination, but a journey that lasts a
lifetime.

Finding Your Sensei

As a Lean leader, you are not an island. You will need an objective,
experienced voice to guide you. Look around your workplace and find
someone who currently models these Lean leadership behaviors and
characteristics. Ask them if they will guide you. If they are truly a Lean
leader, they will most likely be happy to help—they are practicing servant
leadership, whether they realize it or not. Part of being a Lean leader is
helping others grow, learn, and achieve.

If your chosen sensei is willing to help, you might suggest that they read this
book before they say yes, to understand what they are committing to, as well
as to build a solid foundation for your journey. Don’t get discouraged if the
answer is no. Not everyone can devote adequate time to this effort, so don’t
take it personally. Ask again and again, if necessary, until you find your
sensei. You will need an objective, questioning individual who can offer
second opinions and constructive feedback.

| usually have three to five active, formal sensei/student relationships. | try
not to exceed this limit, since you must be willing and able to devote the time
when your students need help. Past sensei/student relationships reactivate
from time to time, when a former student needs guidance. While working on
this book, | got a note from a young developer | mentored a couple of years
ago. When we first met, she had just joined the company; her goal was to
move from an individual performer into a leadership role at the gemba level
within five years. | was very proud of her when I received word that she had
just achieved this goal—and | was the first person she thought to tell. The
sensei/student relationship is rewarding on both sides! No matter what your
age or experience level, you have something to offer.

Life is about paying it forward. So, no matter what your age or experience
level, always remember you have something to offer to others and do not
discount this fact. So find that person and make the ask. Explain what you are
looking for and how you would like them to help. | usually have the student



set the parameters for the relationship, based on how fast they want to move.
My only caveat is that they do the work we discussed in our last meeting
before they schedule another session. That puts the responsibility firmly on
the student’s shoulders to do the work and move the relationship forward. I,
as a sensei, cannot do the work for you. This is your journey and you will
need to own it.

Nine Steps to Becoming a Self-Led Lean Leader

The first step to becoming a Lean leader, with the help and guidance of your
sensel, 1s to work through and systematically build your Lean leader’s self-
development canvas, just like the team did for the dealership (Figure 9-2).
This canvas serves as your game plan as you move through this process,
continuously updating and maintaining it during each of your self-
development cycles.

Date:

The Lean Leader’s Self-Development Canvas

Iteration #

Step 1: Leading Self  |Step 3: Lean Leadership|Step 5: Key Results Step 6: Tactics & Step 8: Measure & Step 2: Values &

Beliefs Objectives (KRs) Tasks Report Results Personal True North

1. Believe, Trust,
Persistence, & Tenacity:
Score 1. xx Values:

1 oxx 1oxx 1 oxx

2. Healthy Mind & Body:
Score

3. Handling Challenges &
Bias for Action: Vision: xx
Score

4. Problem Solving &
Decision-Making:
Score

Mission: xx

5. Emotional Intelligence:

Score

6. Learning & Development:
Score

Value Proposition: xx

- Step 7: Engage & Step 9: Evolve &
Step 4: Growth Opportunities Execute Observations | Optimize
1. xx
1. xx

1. xx

Figure 9-2. The Lean Leader’s self-development canvas

You will also use it during your sensei/student conversations to ensure you
are keeping the important things about your self-development journey in the
forefront of both yours and your sensei’s minds. This, along with your
strategic and Lean leadership objectives and key results (KRs), will keep you
on the right path. So, let’s begin by tackling Step 1.
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Step 1: Assess Your Leading Self Beliefs

The first step is to develop a thorough understanding of your current belief
system. Table 9-1 offers suggestions for where to look. It is broken down into
six quadrants that match the traits and characteristics discussed in Chapter 3.
As you work through each quadrant, you can refer to Chapter 3 as a source
for additional probing questions. Remember, this assessment is for you, so be
honest with yourself. What you’re looking to do is identify areas that require
further development.

Believe, Trust, Persistence & Tenacity Observations

Observe how you exhibit these qualities in yourself or when interacting with others. If no,
please state why...do I:

1. Believe and trust in myself?

2. Exhibit persistence and tenacity to experiment and try new things?

3. Possess a positive attitude about failure and try to learn from it, viewing it as a learning
experience?

4. Acknowledge my successes in life and give myself credit where it is due?

5. Exhibit persistence when undertaking something new?

6. Stick with things and display tenacity toward not giving up too easily when things
don’t go my way or exactly as I planned?

7. Practice flexibility and make course corrections as | go?

Handling Challenges & Bias for Action Observations
Observe how you exhibit these qualities in yourself or when interacting with others...do I:

Chart my own course and actively plan my future?

Not procrastinate and face challenging situations directly?

Understand my own reality and practice objectivity?

Keep a steady pace in my life and not allow myself to become unbalanced as far as
work, home, play, etc.?

Face challenges head-on and possess a bias towards action?

Keep a level head, not allowing my emotions to get elevated?

Acknowledge the fact that | tried, no matter the outcome?

Welcome adversity as a way to learn and grow?

Display compassion in challenging situations, finding their root causes without
judgment?

= W=
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Emotional Intelligence Observations

Observe how you exhibit these qualities in yourself or when interacting with others. If no,
please state why...do I:

1.
2.

o O

Effectively manage my emotions, not allowing them to be over- or under exaggerated?
Analyze why certain emotions are elicited inside of me when it comes to situations |
encounter?

3. Possess a sense of urgency to tackle difficult situations?
4,

Have rational, mature, and professional conversations about the cause and effect
ramifications of both my and others’ behaviors when solving problems and making
decisions?

Conduct rational evaluations of the decisions | make?

Apologize when I am wrong and say thank you to people when | receive their help and
support?

Healthy Mind & Body Observations

Observe how you exhibit these qualities in yourself or when interacting with others. If no,
please state why...do 1?

00N oGl N

Get enough rest most nights of the week?

Exercise on a regular basis?

Find “me time” to relax and do the things that I enjoy?

Seek to keep chaos and toxic people in my life to a minimum?

Practice self-enabling techniques and avoid self-sabotaging situations in my life?
Avoid playing the hero to gratify my own ego?

Engage in healthy conversations that do not result in drama?

Practice reflection and meditation to keep a clear mind?

Problem Solving & Decision Making Observations

Observe how you exhibit these qualities in yourself or when interacting with others. If no,
please state why...do 1?

1.
2.
3.

4.

Apply sound judgment and common sense when faced with a problem/decision?
Weigh the cause & effect relationship when | make decisions?

Consider how my decisions will impact the greater good from both a moral and ethical
perspective?

Solve problems and make decisions based on facts vs emotion?



5. Apply common sense when searching for the root cause of a problem?
6. Weigh all the facts before making a decision?

7.

Reflect and learn from the outcomes of my decisions?

Learning & Development Observations

Observe how you exhibit these qualities in yourself or when interacting with others. If no,
please state why...do I:

1.

N

3.

o ol

Acknowledge the fact that learning is a lifelong pursuit?

Understand that it is my responsibility to continuously develop myself?

Actively seek out and learn from those that have more experience than | do in my
professional and personal life?

Understand that | am both a student and coach at any point in my life?

Possess an inquisitive mind that challenges me to grow and learn, no matter my age?
Make time to help others grow and learn?

Share my knowledge freely with others who want to learn?

Table 9-1. Leading Self Beliefs Assessment Six Blocker worksheet

You can easily create your own six blocker template by taking a 8.5 x 14”
(legal-size) piece of paper, turning it horizontally, and dividing it evenly into
six blocks. Write the titles on each and then begin to answer the questions
contained in the template. It is very important that you do not use any more
space than is provided in each block. This is a snapshot, not a novel. Don’t
worry about getting everything down on paper the first time around. What
you are trying to do is identify tangible things you can focus on within a
given period, usually three to six months. With each increment you will
reassess yourself, because lasting change doesn’t happen overnight. It’s
going to take multiple cycles to effect real and lasting change. Relax and
enjoy the journey!

ASSESSING JANNIE PETERSON'S LEADING SELF BELIEFS

As you’ll recall, Nancy served as a sensei to Jannie at New Horizons. As part
of her “leading self” development process, Nancy had Jannie complete a six
blocker worksheet on her own personal beliefs, shown in Table 9-2.
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Believe, Trust, Persistence & Tenacity Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,
I:

=

Generally do believe and trust in myself.

2. Sometimes hesitate when | think about trying something new, due to my strong fear of
failure. | know | should be more open-minded and look at it as a learning experience.

3. Do exhibit persistence when | venture out of my comfort zone and undertake
something new, sticking with it to follow it through when | have the right support.

4. Need to become more flexible and learn to make course corrections when | encounter

challenges. I get somewhat narrow-minded and do not adjust soon enough at times.

Handling Challenges & Bias for Action Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,
I:

1. Feel like over the last couple of years, I’ve lacked direction and have been drifting to
some extent. My career has stagnated, and | am reluctant to accept more responsibility
at work.

2. Have allowed myself to procrastinate and do not always face challenging situations
head-on.

3. Think I am objective, not overly emotional, and consider myself to have a balanced life
between work, home, family, play, and social aspects.

4. Display compassion in challenging situations, always working to understand their root
causes without quickly jumping to conclusions or making judgment calls.

Emotional Intelligence Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,
I:

=

Rely on reason over emotion in dealing with difficult situations.

2. Think my sense of urgency has increased over the last six months to jump in and tackle
difficult situations from a logical and rational perspective.

3. Think I conduct myself in a professional and mature manner, always being respectful
in my dealings with others.

4. Am prone to admitting when I am wrong, and | probably apologize too much, even

when something isn’t my fault.



Healthy Mind & Body Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,

£

Am very good about taking care of myself. | usually get 7 to 8 hours of sleep at night,
exercise at least 3 times a week, and I’ve recently adopted a gluten-free diet.

Enjoy reading, and I’ve recently started meditating in the mornings, before my first cup
of coffee. My husband and | have instituted a Thursday night date night and we do
Sunday evening dinners with the kids.

Am not interested in playing the hero and enjoy working in a team setting.

Keep chaos and drama to a minimum in my life.

Problem Solving & Decision Making Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,

=

o

Believe | am thoughtful inmy decision-making and do not jump to conclusions.
Look for the root cause and continue to probe until | think | have identified the
underlying issue or problem.

Have a strong moral compass and take into consideration both the moral and ethical
ramifications of my decisions, by weighing out the cause and effect relationship.
Solve problems and make decisions based on facts, not emotions.

. Am reflective and always try and learn from the outcomes of my decisions.

Learning & Development Observations

Observe how you exhibit these qualities in yourself or when interacting with others. Overall,

-

OISR

Take responsibility for my own development and believe learning is a lifelong pursuit.
Actively seek out and learn from those that have more experience so that | can benefit
from their counsel and learn from their mistakes.

Give freely of my time to coach and assist others.

Am taking classes at the community college on leadership.

Have a sensei/student relationship to hep Rick develop his abilitiesas a Lean leader.

Table 9-2. Jannie Peterson—Leading Self Beliefs Assessment Six Blocker worksheet



Nancy congratulated Jannie on completing this step. While Nancy looked it
over, she asked Jannie to score her Lean self-leadership abilities using the
Leading Self Beliefs Scorecard (Figure 9-3).

Leading Self Beliefs Scorecard

Believe, Trust, Persistence, & Tenacity
Believe in Yourself
L 1 1

Based on your obervations, please rate your proficiency in each ability.
Then average your score in each category to ascertain your development requirements
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Figure 9-3. Leading Self Beliefs Scorecard
Jannie would be able to pinpoint the exact areas she needed help with,

Later that afternoon, Jannie and Nancy regrouped to go over Jannie’s
scorecard. Nancy was glad to see that Jannie was so enthusiastic. Jannie
noted that she had been working on her “Handling Challenges & Bias for
Action” skills. She said that in the past, she probably would have
procrastinated, because this was hard stuff. Being objective and assessing her
beliefs, skills, and abilities was eye-opening.

Nancy circled two scores on Jannie’s scorecard (see Figure 9-4).
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Leading Self Beliefs Scorecard

Based on your obervations, please rate your proficiency in each ability.
Then average your score in each category to ascertain your development requirements
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Figure 9-4. Jannie Paterson: Leading Self Beliefs Scorecard

Nancy agreed with Jannie’s Leading Self-Observations; if they had done the
exercise a few months before, she thought, Jannie probably would have
scored a little lower in some of these categories.



Jannie agreed that she had been stuck in a rut. She didn’t think she was up to
the challenge, but Nancy helped invigorate Jannie’s beliefin herself and in
the dealership. Yet Jannie knew she still needed more help in the areas that
she and Nancy had identified. Jannie then spent a few minutes transferring
her scores to her Lean leader’s self-development canvas.

This process uses reflection (or hensei, as they call it in Japanese): you sit
quietly and contemplate your abilities in each category, recording your
observations. This is the qualitative portion of the assessment. Then you
quantify your abilities with the scorecard, which pinpoints the most
immediate areas for development. As you move forward, you can build
specific development activities into your planto strengthen your skills in
these areas.

Step 2: Define Your Values and Purpose

Understanding where you want to go and how you are going to get there is
fundamental to success, regardless of whether you are a Lean leader or not.
Have you ever wondered why some people excel in life, while others who

appear to possess an abundance of potential never quite seem to get going?

My father wanted all his children to go to college. His motivation was to
ensure his girls could make it on their own in life. However, | now realize
this was his dream and not mine, and | had adopted it over the years while |
was growing up. So when it came time to enroll in college, it was a given in
my mind and not a choice. Don’t get me wrong—it was a great dream and
motivated me to work hard. | did become self-sufficient! However, when |
got out of school, | found myself a bit lost. I | had been so focused on that
one goal that I really didn’t see much past it. Having achieved it, “What’s
next?” started to creep into my mind, and panic set in. I needed something
new to focus on. Getting a job would be the next logical step, but I didn’t
want just any job. | needed to redefine myself. How was | going to go about
creating my reality as an adult?

Do those words look and sound familiar? They should, because I’m talking
about vision and mission again. Your values drive behavior, which keeps you
focused on your vision of who you want to become, while your mission
defines how you are going to get there. In order to develop your personal
vision statement (PVS) and personal mission statement (PMS), you must
keep inmind the beliefs and values that drive you as a Lean leader. Both
must be measurable and attainable, as well as inspiring, focused, and crystal
clear, to be effective.



BUILDING YOUR PERSONAL TRUE NORTH

Building a “Personal True North” is a crucial step on your journey to
becoming a Lean leader, one that cannot be glossed over. Like the self-
assessment, this step will not be easy. It’s going to take time and thoughtful
effort.

The best place to start is with your personal values. What do you truly
believe in? Some examples that | would use are honesty, integrity,

continuous improvement, and respect for people. All of these are Lean values
expressed in Quadrant Il of the Leading Culture dimension of the Modern
Lean Framework™ (see Figure 8-3 in Chapter 8). But this is about you.
Identify three to seven values that matter the most to you. Remember, these
values define who you are right now.

A simple and easy way to figure out your personal values is to ask yourself,
“What is important to me?”” Then brainstorm a list of values that personally
resonate with you. If nothing comes to mind, you can review QIl (Figure 8-3)
as a starting point. Values set boundaries that keep you focused. Keep them
in the forefront of your mind.

Misalignment of values causes confusion and uncertainty, because your
actions will be out of sync with your servant’s heart and Lean mind. Think of
a time when you did something that went against your personal belief system
and values. Did you feel unsettled? How did that situation turn out? When
this happens, unpack it and take responsibility for what is yours. View it as a
learning experience, and then move on.

Once you have defined your personal values, everything you do must fit
inside these boundaries. If they do not, you are squandering your precious
resources, resulting in wasted effort that will not yield the results you are
looking for. With your values defined, you can now move on to developing
your PVS. Who are you going to work toward becoming over the next three
to six months? Ask yourself:

« What is important to me?

« Who do | want to become? What do | want to achieve?
« What motivates and inspires me to act?

« What impact do | want to have on myself? On others?


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#qii_of_the_lean_enterprise_culture_frame
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#leading_culture
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#qii_of_the_lean_enterprise_culture_frame

Review your answers to these questions and draft your PVS. Share it with
your sensei and get feedback. Meditate and reflect on it. Rewrite it as many
times as needed.

Now that you have created a vision for yourself, how are you going to make
it happen? Crafting your PMS expressly states how you are going to
accomplish your vision. It helps you to stay aligned with the values that are
most important to you. Ask yourself the following questions:

- What do | have to do to bring my vision to life?
. What is the legacy | am trying to create for myself?
« What impact do | want to have on my work/life as a Lean leader?

Again, review your answers and create your first draft. Then share it with
your sensei, meditate on it, and revise it until you are happy with it.

The last component of your Personal True North is your personal value
proposition (PVP). To give your PVS context, you must now determine what
your “value-add” is by executing on your mission. | am always asking my
clients and colleagues:

- What outcomes are you after? Why are they important to your overall
vision and mission?

- What value are you trying to create through your behaviors and
actions?

. If you do these behaviors and actions, will you actually create the value
you are looking for?

« What do you need to stop doing/start doing/continue to do to create
value?

You’d be surprised at the reluctance I encounter when discussing the last two
questions with aspiring leaders. From a Lean perspective, that is the very
definition of muda (waste). It all ties back to the outcomes you are trying

to achieve. Ask yourself:

« What is important to me?
« What will motivate me to act?
« What are my most pressing needs that | am trying to satisfy?

- What would be the true value | expect to create as a result of executing
on my mission?



. What would | say if I had only 30 seconds to justify my value?

You guessed it: rinse and repeat as you did with your PVS and PMS. Then
transfer your finished statements to Step 2 of your Lean leader’s self-
development canvas (Figure 9-2). These three things should not change over
the next three to six months, because they represent your Personal True
North. If you think a course correction is necessary, discuss it with your
sensei.

DEVELOPING JANNIE PETERSON'S TRUE NORTH

Jannie spent a week or so working on her initial drafts of her personal values
and True North (see Figures 9-5and 9-6).

Jannie Peterson

MY VALUES
Respect for People
Continuous Improvement
Teamwork
Quality
Mastery
Empowerment
Customer Centricity
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Figure 9-5. Jannie Peterson’s values

Jannie Peterson
Personal True North

VISION

To excel at being an exceptional Lean leader
who believes and trusts in herself and who is
committed to self-development, serving others,
and providing high-quality customer service

MISSION

To encourage and empower myself and others
to become the best Lean leaders possible

VALUE PROPOSITION

To courageously lead and empower myself
and others using my Lean mindset so that | face
challenges head-on, build future leaders,
and provide high-quality customer service,
all of which are achieved through my dedication
to continuous improvement, respect for people,
and commitment to teamwork

Figure 9-6. Jannie Peterson’s personal True North

Jannie shared four values with the dealership: respect for people, teamwork,
quality, and empowerment. She also added continuous improvement,
customer centricity, and mastery. She chose this last value after her
discussion with Nancy about believing and trusting in herself. To Jannie, that
translated into empowering herself to master whatever she set out to do.
Through this process, she became aware of the connection between her
values and her Personal True North. This was quite a realization: values and



True North are closely interconnected. Her personal values also matched up
well with the dealership’s values, which is the kind of mutually beneficial
relationship that creates loyalty and trust.

Jannie decided to focus her PVS on her desire to develop herself into an
exceptional Lean leader who believesand trusts in her own abilities. She then
used her personal mission statement to expand on the elements of
encouraging both herself and others to become the best Lean leaders possible.
She would do this by fulfilling her PVP, which focused on the things she
needed to improve on.

She showed all of this to Nancy, who applauded her for the insights she had
incorporated into her plan. Now they were ready to move on to the next step.

Step 3: Define Your Lean Leadership Objectives

Now it’s time to identify strategies to grow into a self-led Lean leader. As we
discussed in Chapter 6, strategic objectives are the overarching goals you
want to achieve to fulfill your corporate vision. Lean leadership objectives
represent the personal results you seek based on your PVP. Everything you
do must track back to at least one of these objectives. Otherwise, do not
waste your time and energy.

The inputs to this step are your Personal True North (PVS, PMS, and PVP)
and your self-assessment scores. For Jannie, the overall value she is trying to
create includes:

. Believing and trusting in herself

. Developing confidence and empowerment to face challenges

« Increasing her customer service skills

. Devoting time and energy to learning and self-development

. Developing others through mentoring and coaching

If we translate these into leadership objectives, we arrive at the following for
Jannie:

1. Increase my customer serviceskills
2. Increase my trust in myself and face challenges

3. Dedicate time and energy to self-development and mentoring/coaching
others
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Having identified her objectives, Jannie is now ready to figure out the growth
opportunities required to fulfill them.

Step 4: Identify Your Growth Opportunities

Like competitive opportunities for the Lean enterprise, growth opportunities
for the Lean leader increase your skills and abilitiesand help you accomplish
your objectives. A great place to look for growth opportunities is within your
current organization. Jannie’s dealership just spent a considerable amount of
time and energy putting together its strategic planning canvas. Out of that
process, she was assigned the following strategic objectives and
corresponding competitive opportunities:

. Strategic Objective #2: Increase the quality of our serviceto our
customers
Competitive Opportunity #3: Complete the service request
intake process kaizen efforts
Track: Enterprise
Role: Team Lead
. Strategic Objective #2: Increase the quality of our serviceto our
customers
Competitive Opportunity #8 (NEW: From Culture
Assessment): Leverage our auto manufacturer’s training to offer
and provide superior service to our customers
Track: Culture: Self Leadership
Role: Lead/sensei for Randy
. Strategic Objective #2: Increase the quality of our service to our
customers
Competitive Opportunity #9 (NEW: From Culture
Assessment): Empower employees to more fully exercise their
self-leadership skills and abilities
Track: Culture: Self Leadership
Role: Lead/sensei for Rick

These represent Jannie’s formal goals and objectives. The first originated
from the formal planning process, while the lasttwo were generated out of
the culture gap analysis. Jannie can leverage them to create her Lean
leadership objectives:

. Lean Leadership Objective #1: Increase my customer service skills
Growth Opportunity #1: Complete the advanced customer
service training course



Track: Self-Leadership Development
Role: Sole Performer
. Lean Leadership Objective #2: Increase my ability to believe and
trust in myself, facing challenges head-on
Growth Opportunity #2: Lead the Phase Il Service Request
Intake Process kaizen team
Track: Self-Leadership Development
Role: Team Lead
. Lean Leadership Objective #3: Dedicate time and energy to self-
development and mentoring/coaching others
Growth Opportunity #3: Receive on-the-job development
coaching/mentoring from Nancy during Phase Il Service Request
Intake Process project
Track: Self-Leadership Development
Role: Sole Performer
Growth Opportunity #4: Provide mentoring/coaching to Randy
and Rick
Track: Self-Leadership Development
Role: Sensei to Randy and Rick

Jannie can now turn to developing her KRs accordingly.
Step 5: Develop Your Key Results (KRs)
Jannie worked on her proposed set of OKRs, shown in Figure 9-7.

Nancy thought these OKRs captured everything assigned to Jannie during the
strategic planning process. The enterprise OKRs came out of the culture gap
analysis conducted across the entire dealership, and Jannie captured her Lean
leadership objectives and growth opportunities as well. Moreover, these
OKRs looked doable within 90 days; typically, Nancy suggested people keep
their OKRs to around five to seven for any given quarter, and Jannie had six.
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Figure 9-7. Jannie Peterson’s individual first-quarter OKRs (large format version)

Step 6: Define Your Tactics and Operational Tasks

Like the Lean enterprise, Lean leaders need to determine how they are going
to go about accomplishing their objectives. Jannie has three objectives and
four growth opportunities that tie to the dealership’s overall strategic
objectives, as well as her own Lean leadership objectives. Remember, Lean
leaders are constantly developing both themselves and the Lean enterprise. If
one 1s changing without the other, attrition happens, because the leader’s
mental dissonance must be rectified. To constantly evolve, you must develop
a plan and then work your plan in conjunction with your enterprise’s plan.

But how exactly will Jannie ensure her continuous evolution is aligned with
that of the organization to which she is connected? The answer to that
question is by developing tactical plans and operational tasks that ensure the
two stay in sync. It is one thing to say you are going to set out and
accomplish your objectives, however without a plan, you will most likely
only get mixed results. By putting together a concrete plan with actionable
operational tasks, you bring focus to your work and make it visible to your
team, manager, sensei, and organization. Progress can be continuously
reviewed and course corrections made inreal time. “Plan your work and
work your plan” is more than just a cliché: it is a Lean reality.

Jannie’s tactical plans are shown in Table 9-3.
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Lean Leadership Objective #1: Increase my customer service skills
Growth Opportunity #1: Complete the advanced customer service training course

A. Complete the course within the next 30 days

1. Register for the course

2. Make travel arrangements

3. Attend the course

4. Pass final exam with a score of 80% or better

5. Present a brief summary of key points back to the service department team

B. Increase NPS by 15%

Execute on advanced customer service skills learned during the class
Perform customer verification calls one day before service appointment
Validate service work to be performed with customer on arrival
Review work performed with customer before final billing

Perform customer follow-up call three days after service appointment
Handle any disputes or unsatisfactory service issues immediately

ok whE

Lean Leadership Objective #2: Increase my ability to believe and trust in myself,
facing challenges head-on

Growth Opportunity #2: Lead the Phase Il Service Request Intake Process kaizen team

A. Complete phase Il within the next 90 days

Conduct TBP effort on Mobile Device processes
Work with the technology team to help design the app
Perform User Acceptance Testing

Perform focus group testing

Process any updates/revisions to the app’s processes
Launch the app

o o1k wn e

B. Ensure the OKRs remain in Green status for the next 90 days

1. Track progress against plan closely

2. ldentify any required course corrections

3. Implement course corrections; Identify/remove impediments for the team
4. Evaluate impact on schedule & OKRs



5. Measure and report progress at mid-quarter and end-of-quarter meetings

Lean Leadership Objective #3: Dedicate time and energy to self-development and
mentoring/coaching others

Growth Opportunity #3: Receive on-the-job development coaching/mentoring from Nancy
during Phase Il Service Request Intake Process project

A. Execute the four steps of OJD, using PDCA cycle in Q1

1. Pick a problem with the team (Plan)

2. Divide the work among the team members (Plan)

3. Execute within the boundaries, monitor, and coach (Do)
4. Provide feedback, recognition, and reflection (Act)

Growth Opportunity #4: Provide mentoring/coaching to Randy and Rick
A. Set OKRs for each withinweek 1 of Q1

1. Assistinsetting relevant OKRs
2. Track status and monitor progress

B. Conduct monthly CFRs with both

1. Schedule regular sessions
2. Conduct sessions
3. Provide coaching and feedback on course corrections

Table 9-3. Jannie Peterson’s individual first-quarter tactical plans

Nancy approved of Jannie’s proposed plan, but she also stressed that there is
really no right or wrong answer here. A tactical plan is really about

the planning itself, which gets you working on what you set out to achieve.
Writing down your plan helps you crystalize your thoughts and understand
how to get results, which becomes a behavioral habit over time. As you break
your work down into small pieces, you are conditioning yourself to think
iteratively and incrementally, ensuring your plan is manageable. Shooting
from the hip isn’t the preferred method for a Lean leader.



With Nancy on board, Jannie could now move on to the next step: engage
and execute.

Step 7: Engage and Execute

With the initial planning behind you, you are now ready to begin to execute
on your tactical plans. This marks the beginning of your achievement cycle:
the 90-day window in which you will set out to achieve your objectives and
growth opportunities. This step is the “do” in the PDCA cycle. You must be
diligent about recording any new observations that arise out of the execution
phase. Jannie recorded two observations on her canvas as she began to
engage and execute:

1. 1 will need a backup when I am out during training.

She did not think about the implications of being gone for two days as
she developed her plan. She’ll need to update her operational tasks
under “G1: Complete the advanced customer service training course”
to ensure she has coverage while she is away from the dealership.

2. Since I’ll be mentoring both Rick and Randy, I need to schedule time
with Nancy to discuss the process.

This is crucial, because it formalizes the process of her CFRs and OJD
leadership coaching with Nancy. She’ll need to add a key result under
“G3: Provide mentoring/coaching to Randy and Rick.”

Overall, by keeping a record of what you add and delete, on your self-
development canvas (Figure 9-10), you are honing your planning skills.

Step 8: Measure and Report Results

During the execution phase, you will periodically measure the progress you
are making towards your Lean leadership objectives and growth
opportunities. Again, keep in mind that this is an iterative process that will
repeat itself, based on either the schedule you set with your sensei or the
cadence set for the entire Lean enterprise, since you have both strategic and
Lean leadership objectives to accomplish in any given quarter. At this level,
you are at the gemba, which means you will iterate through Steps 7 and 8
(Do/Check), in the same manner asthe Lean enterprise (Figure 9-8).


https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch09.html#jannie_petersonapostrophes_qone_lean_lea
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch09.html#the_gemba_dosoliduscheck_iterative_pr

GEMBA - Operational

Step 7 (Do): Engage the Workforce and Execute Iterate

Step 8 (Check): Measure and Report the Results
Step 9 (Act): Evolve and Optimize the Process (Do/Check)

Figure 9-8. The gemba Do/Check iterative process

Measuring results is a must in the Lean enterprise. Establishing
measurements and then rigorously measuring, analyzing, learning, and
adjusting is at the heart of the iterative Do/Check cycle, which contributes to
the overall success or failure of both types of objectives.

At the end of each measurement period, as you analyze your results, course
corrections and adjustments are inevitable. As at the enterprise level, the
ability to change your mind and chart your course in another direction is built
into Lean methods through the continuous feedback and learning cycle. As
you iterate through both your strategic and Lean leadership self-development
tactical plans, expect them to change and grow.

Life moves fast, and your plans can quickly become obsolete if a new
competitive threat or challenge arises in your marketplace. So the Lean
enterprise strategic planning process is focused on broadly figuring out what
the next 12 months look like on your strategic roadmap. You then work in
90-day increments, synthesizing new information into your plans at the
enterprise, tactical, and gemba levels.

The measurement and reporting frequency will depend on the OKRs being
tracked, which can be on a daily and weekly basis with Lean leadership
objectives and monthly or quarterly with strategic objectives. These progress
checkpoints provide an opportunity to adjust. OKRs aren’t static. They
evolve as needed. If you’re setting and forgetting your OKRs, you risk
chasing objectives that are no longer relevant and possibly not even worth
your time and effort. That is why it is so important to adhere to aregular CFR
cadence.

Jim and his leaders set up the following measurement and reporting cadence
for New Horizons:

1. Progress will be officially reported twice per quarter.

2. The first checkpoint will be 45 days after the start of the quarter.

3. The second checkpoint will be three days after the end of the quarter.



4. OKR status will be tracked using the dealership’s OKR tracking
template.

5. Status will be reported using the standard reporting scale in effect at
that time.

6. Lean leadership self-development CFRs will be conducted weekly
between the student and sensei.

Since this is Jannie’s first solo attempt at leading in a Lean manner, she will
start out on a weekly cadence, which can always be adjusted. It is always the
student’s responsibility to schedule these with their sensei. Lean leaders are

self-motivated and must be thoroughly invested in their own development.

Step 9: Evolve and Optimize the Process

The last and possibly most important step is to evolve and optimize the
process. This means keeping a record of revelations and changes as you
move through the current execution phase. Jannie realized pretty quickly that
she had not written an OKR about her sensei/student checkpoints. She
recorded the missing OKR on her canvas, added it to her first quarter OKRs
(Figure 9-9), and updated her tactical plans (Table 9-4).
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Figure 9-9. Jannie Peterson’s individual first quarter OKRs (revised) [large format version]

Lean Leadership Objective #1: Increase my customer service skills
Growth Opportunity #1: Complete the advanced customer service training course

A. Complete the course within the next 30 days

1. Register for the course

2. Make travel arrangements

3. Attend the course

4. Pass final exam with a score of 80% or better

5. Present a brief summary of key points back to the service department team

B. Increase NPS by 15%

Execute on advanced customer service skills learned during the class
Perform customer verification calls one day before service appointment
Validate service work to be performed with customer on arrival
Review work performed with customer before final billing

Perform customer follow-up call three days after service appointment
Handle any disputes or unsatisfactory service issues immediately

ok ownE

Lean Leadership Objective #2: Increase my ability to believe and trust in myself,
facing challenges head-on

Growth Opportunity #2: Lead the Phase Il Service Request Intake Process kaizen team

A. Complete phase Il within the next 90 days

Conduct TBP effort on Mobile Device processes
Work with the technology team to help design the app
Perform User Acceptance Testing

Perform focus group testing

Process any updates/revisions to the app’s processes
Launch the app

ook owhE

B. Ensure the OKRs remain in Green status for the next 90 days

1. Track progress against plan closely

2. Identify any required course corrections

3. Implement course corrections; Identify/remove impediments for the team
4. Evaluate impact on schedule & OKRs
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5. Measure and report progress at mid-quarter and end-of-quarter meetings

Lean Leadership Objective #3: Dedicate time and energy to self-development and
mentoring/coaching others

Growth Opportunity #3: Receive on-the-job development coaching/mentoring from Nancy
during Phase Il Service Request Intake Process project

A. Execute the four steps of OJD, using PDCA cycle in Q1

1. Pick a problem with the team (Plan)

2. Divide the work among the team members (Plan)

3. Execute within the boundaries, monitor, and coach (Do)
4. Provide feedback, recognition, and reflection (Act)

B. Conduct weekly sensei/student sessions with Nancy

1. Schedule regular sessions with Nancy
2. Conduct sessions

3. Implement course corrections

4. Provide feedback to Nancy on results

Growth Opportunity #4: Provide mentoring/coaching to Randy and Rick

A. Set OKRs for each withinweek 1 of Q1

1. Assist in setting relevant OKRs
2. Track status and monitor progress

B. Conduct monthly CFRs with both

1. Schedule regular sessions
2. Conduct sessions
3. Provide coaching and feedback on course corrections

Table 9-4. Jannie Peterson’s individual first-quarter tactical plans (revised)

| hope I have impressed upon you that it is an outdated notion to think that
once a planis developed, it must not be changed—or worse yet, that you
must get umpteen approvals to change one thing. This “old school” behavior
doesn’t even come close to the Lean mindset you are trying to develop.



Remember, inthe Toyota plant, anyone can pull the cord and stop the line
when they identify something that needs to be corrected.

If you need to pull the cord and make a change, bring it to the attention of
your sensei, talk through it, and immediately make any necessary course
corrections. Also, remember to record the changes in step 7, detailing the
catalyst for the change, as well as stating the change you made in step 9. That
way you have a record of how your plan grew and evolved during the current
cycle.

Summary: Jannie Peterson’s Q1 Lean Leader’'s Self-
Development Canvas

Jannie Peterson’s first iteration of her Q1 Lean leader’s self-development
canvas (Figure 9-10) represents a major accomplishment on her road to
becoming a Lean leader.

It details how she will go about achieving her leadership objectives and
growth opportunities, which will be periodically refreshed and updated over
the next 90 days. This canvas includes only her Lean leader self-development
objectives, but she is also responsible for strategic objectives and competitive
opportunities at the enterprise level. Altogether, she has four objectives and
seven opportunities to accomplish her OKRs.

Date: 07/20/20XX

. ’ ]
Jannie Peterson’s Q1 Lean Leader’s Self-Development Canvas Iteration: 1
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Figure 9-10. Jannie Peterson’s Q1 Lean leader’s self-development canvas (large format version)

Conclusion: Committing Yourself to the Modern
Lean Leader’s Way

Developing Modern Lean leadersrequires a two-pronged approach: it must
come from within the individual (you), and then it must be nurtured and
supported in the right environment (the Lean enterprise). You must be
intrinsically motivated to develop and improve yourself, while the
enterprise’s Modern Lean leaders must provide the conditions and
opportunities to grow and evolve future Modern Lean leadersand shape the
organization’s vision and mission. All of the tools to accomplish both have
been systematically laid out and presented in the chapters of this book, which
means you have everything at your disposal to evolve into a Lean leader and
create your Modern Lean enterprise.

More than anything, | hope that you now feel empowered and have a sense of
urgency to take action and commit to the Modern Lean leader’s Way. These
are the tenets you must commit yourself to as a Modern Lean leader:

« | acknowledge that my main goal is the relentless pursuit of excellence
in delivering customer, stakeholder, and company value through the
creation of uninterrupted flow and the removal of waste.

« [ act with a passionate servant’s heart and a disruptive Modern Lean
mind to lead myself, others, my customers, stakeholders, and the Lean
enterprise through respect for people and continuous improvement.

« lunderstand that developing my Modern Lean leadership abilitiesis an
iterative and incremental process that must be a conscious journey
toward my “Personal True North.”

. | possess a strong sense of urgency and a bias toward action in going
right to the source of the problem to face challenges head-on.

« | commit to helping others grow and develop as Modern Lean leaders,
using teamwork, effective feedback, continuous learning, and self-
development.

« [ follow the Lean enterprise’s True North to guide me in accomplishing
its vision, mission, and value proposition to always be creating and
delivering customer, stakeholder, and company value.


https://oreil.ly/leadingLean-figs

If you would like to learn more about committing to the Modern Lean
Leader’s Way and joining a community of like-minded individuals and
companies pursuing Modern Lean ways of leading and working, please go
to http://ModernLeanlnstitute.org or contact us

at info@ModernLeanlnsititute.org.

| wishyou all the success in the world on your journey to becoming a
Modern Lean leader.


http://modernleaninstitute.org/
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Develop Yourself into a Lean Leader

servant leaders' responsibility to, Acknowledging Your
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engagement and, Understanding the Importance of Alignment
and Engagement

importance of, Recognizing the Importance of Enterprise

Alignment-Understanding the Importance of Alignment and

Engagement
enterprise wide, leading (see leading enterprise wide)

EQ (emotional intelligence), Challenge #1: Self-Development for

Leaders, Tapping into Your Emotional Intelligence-Tapping into Your

Emotional Intelligence

facing challenges, Facing Challenging Situations Head-On

fact-based decisions, Just the Facts

failure, Staving Off Extinction through Continuous Evolution

failure, tolerance for (see tolerance for failure)
feedback, Step 4: Feedback, Recognition, and Reflection (Act), Step 7:
Conduct CFR Check-Ins to Ascertain Forward Progress

Ford Production System, Toyota and the Lean Mindset

frequent communication, Seven Things That Must Be True to Develop

a Lean Culture

Gen Xers, Why Aqility Isn’t Easy for Leaders
genchi genbutsu, Genchi genbutsu, Step 7 (Do): Engage the workforce

to execute the strategy

Google, Developing a Successful Investment Strategy: Apple Disrupts
Sony

growth opportunities, Step 4: Identify Your Growth Opportunities-Step
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health, mind/body, Developing a Healthy Mind and Body-Understand
Your Own Reality
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eliminating chaos, Eliminating Chaos-Eliminating Chaos

keeping healthy body, Keeping a Healthy Body

make time for yourself, Make Time for Yourself

understand your own reality, Understand Your Own Reality-
Understand Your Own Reality
hierarchical structures, Challenge #7: Hierarchies and Silos

hierarchy of needs, Step 6. Organize the needs into a hierarchy

human thinking, innovation and, Human thinking

Incompetence, unconscious/conscious, Understanding the Journey
Ahead of You
independent thinking, encouraging, Encourage independent thinking

Innovation

case study, Unearthing Apple’s Epic Failure-Learning from LISA

collaboration for, Collaboration

context for, Context
disruption with, Disruption
failure tolerance for, Failure tolerance

fostering, Fostering Innovation Through Continuous Learning

history, Innovation Isn’t New!

human thinking for, Human thinking

iterative/incremental processes for, lterative and incremental

processes
leadership challenges and, Challenge #8: Traditional

Development Practices

leading (see leading innovation)

moxie for, Moxie

qualities of, Defining the Qualities of Innovation-Disruption
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success through, Achieving Success Through Innovation-

Learning from LISA

. innovative/disruptive products and services
design thinking and Lean startup cycle, Defining the Design

Thinking + Lean Startup Cycle-Defining the Design Thinking +

Lean Startup Cycle

designing/building, Designing and Building Innovative and

Disruptive Products and Services-The New Horizons Service and

Repair Mobile Device App Canvas

Lean product canvas, Leveraging the Lean Product Canvas-#6.
How: Product/service development

New Horizons service/repair mobile device app canvas, The New
Horizons Service and Repair Mobile Device App Canvas

. Inquisitive mind, developing, Develop an inquisitive mind in yourself

and others
. inside-out approach to value, Defining Value

. Integrity of servant leadership, Characteristics of Servant Leadership

. Interactions, assessing, Step 1. Assess Your Current Culture

« Internet of Things (loT), Recognizing the Crisis in Leadership

Today, Challenge #9: Technological Advances and Global

Competition, Leading in Our 21st-Century Connected World

« Interview data, The Role of Emotions in the Customer Experience, Step

1. Conduct VVoC interviews, Step 2. Analyze the customer interview

transcripts to develop a detailed list of customer needs

. investment allocation targets, Developing Your Investment Allocation

Targets-Setting investment targets for New Horizons

. Investment strategies
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developing investment allocation targets, Developing Your
Investment Allocation Targets-Setting investment targets for

New Horizons

developing successful, Developing a Successful Investment

Strateqy: Apple Disrupts Sony

leading enterprise wide with, Creating Your Investment Strateqy-

Setting investment targets for New Horizons

setting targets for, Factors to Consider When Setting Your

Targets
. 10T (Internet of Things), Recognizing the Crisis in Leadership

Today, Challenge #9: Technological Advances and Global

Competition, Leading in Our 21st-Century Connected World

. journaling, Understand Your Own Reality

. kaizen, Kaizen
for leading others, Thinking with a Kaizen Mind

importance of, Challenge #2: Outdated Leadership and

Management Styles

Lean culture through, Choosing your weapons wisely, Identifying

your themes and kaizen teams-ldentifying your themes and

kaizen teams

. key results (KRs), Step 5 (Plan): Design your key results-Step 5 (Plan):

Design vour key results, Step 5: Develop Your Key Results (KRs)

. leadership
challenges of (see leadership challenges)
lack of development for, Challenge #1: Self-Development for

Leaders
recognizing crisis in, Recognizing the Crisis in Leadership Today
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self-led Lean (see self-led Lean leader)
. leadership challenges, Ten 21st-Century Leadership Challenges-

Challenge #10: Outmoded Workforce Development Practices
agility as, Why Agility Isn’t Easy for Leaders-Why Aqgility Isn’t
Easy for Leaders

command-and-control styles, Challenge #2: Outdated Leadership

and Management Styles

cost reduction overemphasis, Challenge #5: Cost Reduction

Survival Strategies

customer centricity and value delivery, Challenge #3: Customer

Centricity and Value Delivery

disconnected organization, Challenge #7: Hierarchies and Silos

excessive focus on profit, Challenge #4: Prioritizing Profit Above
All Else

lack of leadership development, Challenge #1: Self-Development

for Leaders
outdated product development practices, Challenge #8:

Traditional Development Practices

outdated workforce development/investment
strategies, Challenge #10: Outmoded Workforce Development

Practices
technological advances, Challenge #9: Technological Advances

and Global Competition

vision/mission/value proposition transparency, Challenge #6:

Strategic Misalignment

. leading culture, Leading Culture-Conclusion

about, Leading Culture

assessing current culture, Step 1: Assess Your Current Culture-

Analyzing the New Horizons service department’s culture
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continuous performance management for, Focusing on the

Critical Need for Continuous Performance Management-Seven

Things That Must Be True to Develop a Lean Culture

culture defined, Defining “Culture”-Defining Culture in the

Context of the Lean Enterprise

implementing OKRs, Step 6: Connect Strategy to Execution by

Implementing OKRs-Determining_the practically of developing
individual OKRs
Lean belief system, Step 2. Establish Your Lean Belief System-

Building New Horizons’ belief system

Lean culture, Executing on the Eight Steps to a Lean Culture:
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. leading enterprise wide, Leading Enterprise Wide-Conclusion
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Release Planning-Building the New Horizons Service
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strategic roadmap for, Developing Your Strategic Roadmap-
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continuous learning and, Fostering Innovation Through
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designing/building innovative/disruptive products, Designing and
Building Innovative and Disruptive Products and Services-The

New Horizons Service and Repair Mobile Device App Canvas

examining sources of disruption, Examining the Sources of

Disruption-Lean enterprise

fighting off extinction through innovation, Fighting Off

Extinction Through Innovation-Disruption

finding disruption in the voice of your customer, Finding
Disruption in the Voice of Your Customer-Finding Disruption in

the Voice of Your Customer

interative/incremental development, Developing Iteratively and

Incrementally-Developing lteratively and Incrementally

Lean product canvas, Leveraging the Lean Product Canvas-#6.
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New Horizons service and repair mobile device app canvas, The
New Horizons Service and Repair Mobile Device App Canvas

thinking with a disruptive mind, Thinking with a Disruptive

Mind-Step 7. Determine how vou’re going to fulfill each need

VoC analysis, Seven Steps to Conducting a VoC Analysis-Step 7.
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. leading others, Leading Others-Conclusion

(see also servant leadership)
about, Leading Others

acknowledging your responsibility to develop
others, Acknowledaging Your Responsibility to Develop Others-

Learning to Serve through TBP
kaizen and PDCA cycle, Kaizen and the PDCA Cycle
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learning to serve while developing others, Learning to Serve

While Developing Others-Learning to Serve through TBP
PDCA and TBP evolution, The Evolution of PDCA and TBP
respect and, Respecting Others on the Road to Continuous

Improvement
TBP case study, Case Study: The Eight Steps of TBP in Action-
Step 8: Standardize Successful Processes (Act)

using OJD to develop others, Using OJD to Develop Others-Step

4: Feedback, Recognition, and Reflection (Act)

. leading outside in, Leading Outside In, Leading Outside In-Conclusion

. leading self, Leading Self-Conclusion

about, Leading Self

always becoming the student, Allowing Yourself to Always

Become the Student

believing/trusting through self-development, Believing and

Trusting in Yourself Through Self-Development-Believing and

Trusting in Yourself Through Self-Development

common sense and, An Ounce of Common Sense

common sense for problem-solving/decision-making, Leveraging
Common Sense for Problem Solving and Decision Making

developing a bias toward action, Developing a Bias Toward

Action-Developing a Bias Toward Action

developing a healthy mind and body, Developing a Healthy Mind
and Body-Understand Your Own Reality
displaying persistence and tenacity, Displaying Persistence and

Tenacity
eliminating chaos, Eliminating Chaos-Eliminating Chaos

emotional intelligence for, Tapping into Your Emotional

Intelligence-Tapping into Your Emotional Intelligence
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facing challenging situations head-on, Facing Challenging
Situations Head-On

fact-based decisions, Just the Facts

make time for yourself, Make Time for Yourself

understand your own reality, Understand Your Own Reality-
Understand Your Own Reality

Lean belief system, Step 2: Establish Your Lean Belief System-

Building New Horizons’ belief system

culture clash and, Preparing for the inevitable culture clash

New Horizons, Building New Horizons’ belief system

repetition in, Turning beliefs into values through repetition

tools in, Choosing your weapons wisely

Lean culture

assessing current culture, Step 1. Assess Your Current Culture-

Analyzing the New Horizons service department’s culture
CFR check-ins, Step 7: Conduct CFR Check-Ins to Ascertain
Forward Progress-Conducting CFRs at New Horizons

identifying themes and kaizen teams, ldentifying your themes

and kaizen teams-ldentifying your themes and kaizen teams

implementing OKRs, Step 6: Connect Strategy to Execution by

Implementing OKRs-Determining the practically of developing

individual OKRS

Lean belief system, Step 2: Establish Your Lean Belief System-

Building New Horizons’ belief system

report progress/make adjustments, Step 8: Report Progress and
Make Adjustments

requirements for, Seven Things That Must Be True to Develop a

Lean Culture
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self-led Lean leaders and, Seven Things That Must be True to

Develop Yourself into a Lean Leader

steps to, Executing on the Eight Steps to a Lean Culture: New

Horizons-Step 8: Report Progress and Make Adjustments

strategic framework creation, Step 4: Define Your Motivating

Behaviors by Creating Your Strategic Framework-Finalizing

New Horizons’ values

transforming culture, Step 5: Formalize the Actions Required to

Transform Your Culture-ldentifying your themes and kaizen

teams
value identification, Step 3: Identify the Values That Define Your
Culture

. Lean enterprise disruptions, Lean enterprise

. Lean leadership objectives, Step 3: Define Your Lean Leadership

Objectives
« Lean mindset, The Lean mindset

. Lean product canvas, Leveraging the Lean Product Canvas-#6. How:

Product/service development

customer/consumer identification, #2. Who: Customer/consumer

(persona) identification

problem statement, #1. Why: The problem statement

product/service development, #6. How: Product/service
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product/service roadmap, #5. When: Product/service roadmap
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. Lean servant leadership, Becoming a Lean Servant Leader-Leave your
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building tolerance for failure, Build a tolerance for failure
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defining, Defining Servant Leadership for the 21st Century

developing inquisitive mind, Develop an inquisitive mind in

yourself and others

developing True North, Develop your True North

dropping "lone ranger" act, Drop the “Lone Ranger” act

ego/pride and, Leave your ego and pride at the door

encouraging independent thinking, Encourage independent

thinking
importance of, Why Servant Leaders Are So Important to the

Lean Enterprise

seeing potential in others, See the potential in everyone

seeing problems as opportunities to improve, Look at problems

as opportunities for improvement

seeking out and providing what is needed, Seek out and provide

whatever is needed

Lean thinking, Lean thinking

live chat, Step 7. Determine how you’re going to fulfill each need

"lone ranger" act, Drop the “Lone Ranger” act

Management by Objectives (MBO), Measuring what matters using
OKRs
market/industry disruptions, Markets/industry

"me time", Make Time for Yourself

meditation, Understand Your Own Reality

mentors, Finding Your Senseli
Microsoft, Why Aqility Isn’t Easy for Leaders
mind, developing healthy (see health, mind/body)

minimum viable product, Defining the Design Thinking + Lean Startup
Cycle
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« Mmission

creating, Step 1. Create a clear OCX mission and vision across

the entire CXLC, Nine Steps to Creating Your Strategic Planning

Canvas, Step 1 (Plan): Scan your environment

transparency with, Challenge #6: Strategic Misalignment

« Modern Lean Framework™, The Modern Lean Framework™-

Conclusion
21st century, Leading in Our 21st-Century Connected World-

Understanding the Journey Ahead of You

continuous evolution, Staving Off Extinction through Continuous

Evolution-Staving Off Extinction through Continuous Evolution

culture, Leading Culture

o (seealso leading culture)
dimensions of, Leading in the Era of Modern Lean-Leading

Culture
enterprise wide, Leading Enterprise Wide

o (seealso leading enterprise wide)
innovation, Leading Innovation

o (see also leading innovation)
leading others, Leading Others

leading outside in, Leading Outside In, Leading Outside In-

Conclusion
leading self, Leading Self

o (see also leading self)
Lean mindset for, The Lean mindset

Lean thinking for, Lean thinking

Toyota and, Toyota and the Lean Mindset-The Pillars of The

Toyota Way
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MTMs (moments that matter), The Role of Emotions in the Customer

Experience
MVP release plan, Releasing Value in Increments: MVP Release

Planning-Building the New Horizons Service Department MVP

Release Plan

completing, Completing the MVP Release Plan

New Horizons, Building the New Horizons Service Department
MVP Release Plan

needs
fulfillment of, Step 7. Determine how vou’re going to fulfill each

need-Step 7. Determine how vou’re going to fulfill each need

hierarchy of, Step 6. Organize the needs into a hierarchy

prioritizing/categorizing, Step 4. Prioritize and categorize each

need
net promoter score (NPS), Net Promoter Score

Netflix, Challenge #10: Outmoded Workforce Development Practices

New Horizons car dealership case study, Case Study: The Eight Steps

of TBP in Action-Step 8: Standardize Successful Processes (Act)

assessing leading self-beliefs, Assessing Jannie Peterson’s

Leading Self Beliefs-Assessing Jannie Peterson’s Leading Self

Beliefs
CFR, Conducting CFRs at New Horizons
customer outcome and, Starting with the Endgame in Mind

customer personas, Developing Relevant Customer Personas

CXLC, Designing Customer Journeys That Matter

gap analysis, Conducting your gap analysis

implementing Lean culture, Bringing New Horizons’ Lean
culture to life
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Lean belief system, Building New Horizons’ belief system

Lean culture, Executing on the Eight Steps to a Lean Culture:

New Horizons-Step 8: Report Progress and Make Adjustments

MVP release plan, Building the New Horizons Service

Department MVVP Release Plan

OCX mission/vision, Step 1. Create a clear OCX mission and

vision across the entire CXLC
OKRs, Establishing OKRs at New Horizons
service department culture, Analyzing the New Horizons service

department’s culture

service/repair mobile device app canvas, The New Horizons
Service and Repair Mobile Device App Canvas

setting investment targets for, Setting investment targets for New
Horizons

strategic framework, Recapping New Horizons’ strategic

framework-Finalizing New Horizons’ values

strategic planning canvas, The New Horizons Strategic Planning

Canvas
strategic roadmap for, Building the New Horizons Strategic

Roadmap
True North and, Developing Jannie Peterson’s True North

NPS (net promoter score), Net Promoter Score

objectives and key results (OKRs), Step 6: Connect Strategy to

Execution by Implementing OKRs-Determining the practically of

developing individual OKRs

creating culture of forward motion, Creating a culture of

perpetual forward motion



https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015362712
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html6
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html6
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346014962424
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016175560
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016175560
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#idm46346016660056
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#idm46346016660056
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015069240
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015423720
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015423720
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#idm46346015624536
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#idm46346015624536
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016246328
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016246328
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html15
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html15
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015174824
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016313224
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016313224
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016220984
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch06.html#idm46346016220984
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch09.html#idm46346014705480
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#idm46346017057736
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html24
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#ch08.html24
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015028328
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015028328
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015090408
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch08.html#idm46346015090408

ensuring accountability, Ensuring accountability at the gemba

level

individual, Determining the practically of developing individual
OKRs

measuring what matters using, Measuring what matters using
OKRs

New Horizons, Establishing OKRs at New Horizons

OJD (see on-the-job development)

OKRs (see objectives and key results)

omnichannel customer experience strategy (OCXS), Building a
Mindful Omnichannel Customer Experience Strategy-Step 8.

Constantly strategize, monitor, and scale

brand creation, Step 4. Create your brand that integrates well

across all channels

build out/revise channel, Step 5. Build out and/or revise your

channels
building a mindful OCXS, Considerations for Building a Mindful

OCXS-Service Convenience

case study, BMW, “The Ultimate Driving Machine”-The BMW
OCXS

customer feedback, Step 6. Capture customer feedback and

gather insights in real time

defining, How Do You Define Omnichannel, Anyway?
identifying CXLC, Step 2. Identify your CXLC
mapping CXJMs, Step 3. Create your CXJMs using your

personas
mission/vision for, Step 1. Create a clear OCX mission and

vision across the entire CXLC
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personalization with, Personalization, Step 7. Personalize the

experience across your channels

purchase convenience and, Purchase convenience
reachability of, Reachability
service convenience and, Service Convenience

simplicity in, Simplicity and fluidity

steps to, Building a Comprehensive OCXS in Eight Steps-Step 8.

Constantly strategize, monitor, and scale

strategizing/monitoring/scaling throughout, Step 8. Constantly

strategize, monitor, and scale

« on-the-job development (OJD)
about, Learning to Serve While Developing Others

case study, Step 4: Perform Root Cause Analysis (Plan)

division of work among accountable team members, Step 2:
Appropriately Divide the Work Among Accountable Team

Members, Making the Direction Compelling (Plan)

execution, Step 3: Execute within Broad Boundaries, Monitor,
and Coach (Do and Check)

feedback/recognition/reflection, Step 4: Feedback, Recognition,
and Reflection (Act)

importance of, Conclusion

Lean culture through, Choosing your weapons wisely

problem selection, Step 1: Pick a Problem with Your Team (Plan)

using OJD to develop others, Using OJD to Develop Others-Step
4: Feedback, Recognition, and Reflection (Act)
« online customer reviews, Step 7. Determine how you’re going to fulfill

each need

. online/offline customer surveys and reviews, Step 7. Determine how

you’re qoing to fulfill each need
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operational tasks, defining, Step 6 (Plan): Define tactics and
operational tasks-Step 6 (Plan): Define tactics and operational tasks

organizational aspects, assessing, Step 1: Assess Your Current Culture

others, leading (see leading others)
outside-in perspective to value, Defining Value

passives, Net Promoter Score
PDCA (Plan, Do, Check, Act) cycle
clarifying the problem, Step 1: Clarify the Problem (Plan)
evolution of, The Evolution of PDCA and TBP
kaizen and, Kaizen and the PDCA Cycle
key results and, Step 9 (Act): Evolve and optimize the process

persistence, displaying, Displaying Persistence and Tenacity

personal mission statement (PMS), Building Your Personal True North

Personal Value Proposition (PVP), Building Your Personal True North

personalization, OCXS, Personalization, Step 7. Personalize the

experience across your channels

personas, customer (See customer personas)
Plan, Do, Check, Act cycle (see PDCA cycle)
PMS (personal mission statement), Building Your Personal True North

political climate disruptions, Political climate

pride, Leave your ego and pride at the door

primary needs, Step 6. Organize the needs into a hierarchy

problem statement, #1. Why: The problem statement

problem-solving, common sense for, Leveraging Common Sense for

Problem Solving and Decision Making

procrastination, Facing Challenging Situations Head-On

product development practice, outdated, Challenge #8: Traditional
Development Practices
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product/service roadmap, #5. When: Product/service roadmap

profit focus, Challenge #4: Prioritizing Profit Above All Else

promoters, Net Promoter Score

purpose, defining, Nine Steps to Becoming a Self-Led Lean Leader-
Developing Jannie Peterson’s True North

(see also True North)

reachability, OCXS, Reachability
recognition, Step 4: Feedback, Recognition, and Reflection (Act), Step

7: Conduct CFR Check-Ins to Ascertain Forward Progress

recorded call data, Step 7. Determine how you’re going to fulfill each

need
reflection, Step 4: Feedback, Recognition, and Reflection (Act)

repetition in Lean belief system, Turning beliefs into values through

repetition
respect, “Respect for people” pillar, Respect

root cause analysis, Step 4: Perform Root Cause Analysis (Plan)-Step

4: Perform Root Cause Analysis (Plan)

search data, The Role of Emotions in the Customer Experience

secondary needs, Step 6. Organize the needs into a hierarchy

seeing potential in others, See the potential in everyone

self, leading (see leading self)
self-development, Challenge #1: Self-Development for Leaders

believing/trusting through, Believing and Trusting in Yourself

Through Self-Development-Believing and Trusting in Yourself

Through Self-Development

continuous, Allowing Yourself to Always Become the Student

self-led Lean leaders and, Seven Things That Must be True to

Develop Yourself into a Lean Leader
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student, Acknowledaging Your Responsibility to Develop Others
. self-leadership, CPM and, Understanding the Benefits of CPM
« self-led Lean leaders, Becoming a Self-Led Lean Leader-Conclusion:

Committing Yourself to the Modern Lean Leader’s Way

assessing leading self-beliefs, Step 1: Assess Your Leading Self

Beliefs-Assessing Jannie Peterson’s Leading Self Beliefs

building personal True North, Building Your Personal True
North
defining purpose/values, Nine Steps to Becoming a Self-Led

Lean Leader-Developing Jannie Peterson’s True North

defining tactics/operational tasks, Step 6: Define Your Tactics

and Operational Tasks

engage and execute, Step 7: Engage and Execute

evolving/optimizing processes, Step 9: Evolve and Optimize the

Process-Step 9: Evolve and Optimize the Process

growth opportunities, Step 4: Identify Your Growth

Opportunities-Step 4: Identify Your Growth Opportunities

key results, Step 5: Develop Your Key Results (KRs)

o (seealso objectives and key results (OKRS))
leadership objectives, Step 3: Define Your Lean Leadership

Objectives
make-or-break factor, Step 2: Define Your Values and Purpose

measuring/reporting results, Step 8: Measure and Report Results

requirements for, Seven Things That Must be True to Develop

Yourself into a Lean Leader-Seven Things That Must be True to

Develop Yourself into a Lean Leader

self-development for, Understanding the Lean Leader’s Self-
Development Process
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steps to becoming, Nine Steps to Becoming a Self-Led Lean

Leader-Step 9: Evolve and Optimize the Process

senior leadership alignment, Seven Things That Must Be True to

Develop a Lean Culture

sensel, Finding Your Sensei

servant leadership, Leading Others-Conclusion

becoming a Lean servant leader, Becoming a Lean Servant

Leader-Leave vour ego and pride at the door

characteristics, Characteristics of Servant Leadership

defining, Defining Servant Leadership for the 21st Century-

Leave your ego and pride at the door

importance of, Challenge #2: Outdated Leadership and

Management Styles, Why Servant Leaders Are So Important to

the Lean Enterprise
kaizen and PDCA cycle, Kaizen and the PDCA Cycle
kaizen mind for, Thinking with a Kaizen Mind

learning to serve through TBP, Learning to Serve through TBP

origins, Origins of Servant Leadership
PDCA and TBP evolution, The Evolution of PDCA and TBP

respecting others with, Respecting Others on the Road to

Continuous Improvement

responsibility to develop others, Acknowledging Your

Responsibility to Develop Others-Learning to Serve through TBP

serving while developing others, Learning to Serve While

Developing Others-Learning to Serve through TBP

TBP case study, Case Study: The Eight Steps of TBP in Action-

Step 8: Standardize Successful Processes (Act)

using OJD to develop others, Using OJD to Develop Others-Step

4: Feedback, Recognition, and Reflection (Act)
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. TBP (see Toyota Business Practices)
. teamwork, Teamwork, Drop the “Lone Ranger” act

. technological advances, leadership challenges from, Challenge #9:

Technological Advances and Global Competition

. technology disruptions, Technology
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case study, Case Study: The Eight Steps of TBP in Action-Step
8: Standardize Successful Processes (Act)

clarifying the problem, Step 1. Clarify the Problem (Plan)



https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch01.html#idm46346018167960
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017936888
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017506872
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch01.html#idm46346018233688
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch01.html#idm46346018233688
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#idm46346016006216
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch03.html#idm46346017605288
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#idm46346015852872
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch01.html#idm46346018498776
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch01.html#idm46346018498776
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017479208
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch07.html#idm46346016047752
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch09.html#idm46346014898312
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch09.html#idm46346014898312
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#idm46346016826840
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch05.html#idm46346016826840
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346018006520
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017994536
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02.html4
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017921912
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017921912
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#ch02.html5
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017923224
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch02.html#idm46346017923224
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#ch04.html16
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#ch04.html16
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017276232
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#ch04.html15
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017168872
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017168872
https://learning.oreilly.com/library/view/leading-lean/9781492046288/ch04.html#idm46346017315688

defined, Learning to Serve While Developing Others

developing countermeasures, Step 5: Develop Countermeasures

(Plan)-Step 5: Develop Countermeasures (Plan)
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spirit of challenge, The spirit of challenge

teamwork, Teamwork

TPS (Toyota Production System), Toyota and the Lean Mindset
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transparency and visibility, Understanding the Benefits of CPM

True North, Develop your True North, Conclusion, Building Your
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Understand Your Own Reality
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defining, Defining Value
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Value Delivery
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OCXS and, Step 1. Create a clear OCX mission and Vvision across
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servant leadership and, Defining Servant Leadership for the 21st
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TBP and, The Evolution of PDCA and TBP
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