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Foreword: A Message
for Management

Preamble: Leaving Kansas

“Toto, I've got a feeling we're not in Kansas anymore.”
The Wizard of Oz, 1939

In the first stages of any lean engagement, Brian Carroll will always repeat that
statement. So, in response, I say to you, Dorothy, or whatever your name is, some-
thing is different about the state of business today. But that’s not the problem for
me: the problem is I can’t find a way to get back to Kansas. I fear that after living
in that state of business since 1950, a comfortable one I know well, I cannot return
there except in my imagination.

This book is different from all other previous business books. This is what
makes it unique: it is the first book written that does not encourage me to wish I
was back in Kansas. It does not provide me with a map, drawn by someone who
has never left Kansas, to lure me back to a state that I, and you, should recognize
doesn’t exist anymore.

This is the first book that provides a map to get to the new state, call it “lean.”
Or, better, call it “the Virtual Lean Enterprise.” Brian Carroll is the first person to
create the alchemy that Masaaki Imai spoke of when he wrote (in the preface to
Gemba Kaizen), “When Western Management combines kaizen with its innovative
ingenuity, it will greatly improve its competitive strength.” Carroll has done just
that. When I say he has done just that, I mean he first accomplished transform-
ing technological processes into a lean environment, and then, not content with
that, he became evangelically passionate about what happened and was driven to
write about how he linked lean and ERP. This book, Lean Performance ERP Project
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Management, was and always will be the first in the world to create the synthesis of
lean and ERP.

Carroll’s approach is heretical to begin with in the academic world of busi-
ness management, because the basis of the book—reality—is seldom seen in the
kudzu-like growth of how-to management books and, lately, in a similar growth
in sudden lean expertise in print (lean expertise that sounds like the right path but
often leads back to Kansas).

Why has Carroll accomplished this unique task? Why did he even take it on,
looking for the management touchstone that Imai prophesied? The answer is part
nature and part nurture, as it is for all of us. To understand, I need to tell you a
bit about Carroll’s pedigree and about his formative business experience. Some of
it seems like fiction. But again, and for the last time, this is likely the first book
that I or you have read from the management jungle that was not written by peo-
ple who never went there and back. There is irony in everything, even business
management.

The Management Battlefield We Know

In your training and long experience as a veteran manager, what has given you the
best return on your time, money, but mostly your emotional investment? Or maybe
I should ask, what has disappointed you the most? I think I know. Your confidence
has been abused and you will not be fooled again. Was it technology then that first
broke your heart? Was it other people, you know, that dry well that has been called
“empowerment”? Does your black belt in Six Sigma still leave you feeling vulner-
able? You know how that goes. It’s OK. Or not.

What lessons have you learned as you endlessly strove to keep up with every-
thing new to know in management? In my experience, working with strategy devel-
opment in the rarified air of top management, there is always a new book, a new
catchphrase, a new focus, each proclaiming that if we just do this one thing from
now on and use it for all possible situations, decisions, and interactions...well, you
know the pitch.

Much of our thinking as managers has been formulated by the tools and con-
cepts, “best-sellers,” and business training that emerged in the last half of the 20th
century. It has become its own industry. Combined, the “pop management” and
“pop psychology” cultures of the 1970s have formed who we are as managers and
also much of who we are when we are not performing that role.

The cause may be we had too many choices as managers, and too many failures.
Everyone—psychologists, sociologists, consultants, and especially CEOs, now the
new rock stars—jumped in to proclaim a new management style and began turn-
ing out the how-to-lead-the-troops books like it was in their job description or part
of their parachute package, even as they outsourced their manufacturing jobs for
short-term gain and Wall Street.
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Or maybe it was good old hubris, a shortsighted, stubborn conviction that man-
agement, like anything else, is best made in America. This was begun with the
assumption that our long-standing military model would work in business as well
as it worked in war.

Is it merely circumstantial evidence that current United States managers (us),
the postwar baby boomers, were also the elementary school students who avoided
the adoption of the metric system? This bold, symbolic, nationalistic resistance that
has over the intervening decades resulted in our being the only country in the world
with a unique and less exact measurement system! Does it really matter if it is less
exact? After all, isn’t 99.99 percent accuracy still good? Good enough?

We have a phenomenon in America in which we are comfortable with approxi-
mating the truth, a corruption that results in a near miss of reality, but allows us
one that better satisfies our needs. In a culture of “close enough is good enough,”
who needs metric? Quality was an American invention, but it did not find a home
on this soil, and it still fights to take root. It flourishes in a lean environment in
much of the rest of the world.

As I 'write, Ford has announced a layoff of one out of four of its North American
employees. General Motors has responded to the crisis by slowly going out of busi-
ness, losing market share, closing plants, and spinning off its parts business. Said
parts business is in bankruptcy today, and bankruptcy is speculated for GM as I
write. An American automotive diaspora seems possible. It's OK?? Or not.

In the news recently was another example of how “mass production” cultural
principles and the thinking behind them work against development of the lean
cultural principles that underlie a truly lean enterprise. In the continuing sagas of
GM and Ford, it is occasionally proposed that the “legacy” costs for pension and
insurance benefits that load approximately $1,000 in costs to each car produced
be somehow removed from the cost equation. The most insidious of the proposals
include the notions that the U.S. taxpayer should assume them—or even that these
retired workers should be “cut loose,” much like the Inuit Indians (Eskimos) prac-
ticed euthanasia by placing their elders on ice floes and pushing them away from
shore. Is this OK?

In correspondence with James Womack, who alerted the U.S. Congress to
fallacies of protectionism, and his colleague Daniel Jones, Carroll proposed that
GM should follow Toyota’s lead and create momentum toward a lean culture first,
beginning with a “global refinancing” that sheds the unfunded legacy burdens by
selling legacy investments such as the Asian operations of GM that were built with
the profits of the mass production era, profits that might have been invested in
funding those very same legacy costs that haunt GM today. With a clean cost slate,
and perhaps a reinvigorated workforce, a new “social contract” between manage-
ment and labor could be written. It would be much like the historical precedent
found in the new social contract Toyota enacted in 1949, when its founder resigned
over the mass layoffs he instituted, and lifetime employment relative to market was
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promised to a workforce that agreed never to strike. What might happen should
GM take this approach? Ominously, what will happen if GM doesn’e?

The Deming Code

“Pay no attention to that man behind the curtain!”
The Wizgard of Oz, 1939

The strategic management approach followed by the “military generation” of Amer-
ican business management in fact heralded the coming global economic conflict
that W. Edwards Deming had prophesied following World War II. Deming was
viewed by our victorious American military-trained managers then as just another
“chicken little,” a “sky is falling” prognosticator that no one paid any attention to
under the eternally blue, halcyon skies our victories had delivered over fascism.

Deming’s story is the stuff of management legend, now and always. We have
already placed the blame for our recent manufacturing failures on a hopelessly con-
servative group of industrial managers from the stodgy 1950s who institutionalized
the Taylor—Ford fallacies. We proclaim that the ’50s managers mired all of us in
ancient mass production practices, unaware of the “lean” storm approaching from
one of the countries they had just decimated.

But the fact is, we managers—who are the sons and daughters of those "50s manag-
ers—are more likely to be the major reason for our late arrival into the global market-
place: the reluctance to change in the face of a new global economic model that arrived
on our shift—and now we are no longer the stars on the team. In fact, we may not make
the starting squad, because all the plays have changed. It is no longer “OK.”

For the sake of discussion, let’s focus on the near apocryphal figure of the afore-
mentioned Mr. W. Edwards Deming. Deming is the figurative as well as the literal
bridge between Eastern and Western management thought. To look at some of the
areas where Western managers may have difficulty as we endeavor to incorporate
lean thinking into our toolbox, let’s take a survey of current Western management
thinking through the lens of some of Deming’s famous 14 points. (I am sure as a
veteran manager you have them memorized so I could probably just refer to them
by number, but they are listed below for the purpose of our discussion.)

1. Create constancy of purpose toward improvement of product and service,
with the aim...to provide jobs. In the face of the wholesale flight of manu-
facturing, what is the focus of American leadership or management: are they
stewards of jobs, or of profits, or is that a divide that was created years ago?

2. Adopt the new philosophy...Western management must awaken to the chal-
lenge...and take on leadership for change...blah, blah, blah. Leadership?
Change? And philosophy? What—has Deming gone native?
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3. Cease dependence on inspection to achieve quality...do we even get this now,
50 years later? Aren’t we still an inspection-based, nonvalue-added, MUDA-
producing mass industrial culture?

4. End the practice of awarding business on the basis of price tag...minimize
total cost...single supplier...long-term relationship...loyalty and trust.
Where do we start here? The different thinking and philosophy of long-
term relationships built on trust and loyalty, the move to minimize cost, a
strategy espoused by both Western management gurus (the Drucker low-
cost provider strategy taken to a higher level by Wal-Mart) and Eastern lean
thinking. Again, how well have we adopted this commandment, or, I mean,
recommendation?

5. Improve constantly and forever the system of production and service.. .first,
this is the basis of all management thinking that has quietly invaded us since
the late (1970s) 1960s, again, with very little movement on our part, and sec-
ond, Deming was speaking about the whole company, not just the factory
floor processes. This is an approach to lean that has been reawakened by Brian
Carroll, who, from experience, not from theory, knows that if everyone isn’t
involved in the lean transformation, then nothing changes, no transformation,
just the veneer of lean. . .like a politician, wrapped in the flag and protesting his
innocence. Maybe, like Delphi.

6. Institute training on the job. Well, we kind of did this, but pretty much in
accord with our command and control approach, from the neck down, and in
the process capturing workers in cementlike job descriptions that have kept
them from ever enacting #5 or #3. Oh well, continuous improvement, qual-
ity, these were small losses to keep our management structure intact in the
face of all that external pressure to change (which also means we didn’t follow
#1, 2, 4, and 6 as managers).

Points 7, 8, and 12 all kind of come together here, and I will paraphrase abun-
dantly and without shame. Deming says to institute leadership; we have had enough
of supervision of both management and production workers, and in order to be
effective, we have to do what leaders do first, and managers never do because they
use it as a means of control: drive out fear. And finally, Deming says as leaders we
need “to remove the barriers...that rob people of their pride of workmanship.”

And throughout the rest of his points, Deming appeals to us to “substitute
leadership” by removing quotas, and management by objectives, adding education,
and making it everyone’s job to transform.

The Deming Legacy and Brian J. Carroll

Increasingly, we in the globalization era are forced to confront and analyze manage-
ment processes in this new, non-Kansas lean globe. The model that Deming foretold
is on us. We are compelled to compare East vs. West management thinking, really
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Eastern All of Us Thinking (Lean) vs. Western Us and Them Thinking (Mass). The
leadership processes, principles, and practices of both have been endlessly written
about and analyzed.

So, why bother with “lean ERP”? Why should anyone think Carroll isn’t just
another Western prognosticator, all vision and no application? Well, from my per-
spective, Carroll brings a decidedly “non-Western” vision to the problems of man-
agement, and a full system for applying it. He begins where Deming ended, and no
other management thinker in the Western pantheon has begun: with principles, the
cultural principles he observed in successful work environments, as well as the lean
transformational principles from predecessors like Womack and Jones. He echoes
and builds on Deming and applies the transformational principles of Womack and
Jones, but like Dylan going electric, he adds technology to the mix.

Carroll exhorts us to follow the process to the customer, to enable it with the
technology available (ERP), to train and educate and to lead the lean transformation,
not simply to manage and supervise the workers. All that he writes about, all that he
lays out methodically, step by step, to get there, like Deming, comes from what he
has seen work, and like Dylan transforming folk into rock, what he loves forms the
basis for his groundbreaking, yet achingly familiar, principles.

I do care that we have still come last in the world to adopt, let alone believe,
those principles and practices, most invented here, utilized to win the global con-
flict that defined the latter half of the “American century.” The same elementary
students who resisted the global shift to metric, now gray-haired and in charge, are
still resisting change at an elemental level, and at such great cost to the economy
and to our children’s legacy. But I have to briefly play historian and offer a bit of a
timeline, picking out a few of the many important and, in my opinion, formative
moments in Carroll’s life.

In preparation for this task, as I reviewed many of the people who came to be
leaders in management revolutions, it was apparent that all were influenced early
on by firsthand encounters with other figures in the management pantheon. Car-
roll first learned them from his father, who coincidentally didn’t just carry the
influence of a father but was also involved in many of the important industrial and
manufacturing events of the middle part of the 20th century. Carroll Sr. worked
his way up from the production floor at Hughes Aircraft, tested planes with How-
ard Hughes himself, and then worked at the Ford Motor Company with Henry
Ford and Charles Sorensen on the project that delivered the production system (a
“lean flow,” by all measure) utilized to build the aircraft that dominated the skies
of World War II. Carroll Sr. then helped build Motorola from a small company in
Chicago into a global powerhouse.

Brian Carroll, though he balks at the comparison, is the closest thing we have to a
Deming in the 21st century. He certainly wouldn’t put himself in that level of influ-
ence. He also has a Gump-like propensity to be at the right place at the right time
when a paradigm shifts. He has been riding a wave of paradigm shift since the mid
’70s, when, after working his way up from machine operator to production manager,
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he was lucky enough to be assigned to work with a customer who was an early adopter
of ”J-I-T)” having been forced to adopt this early lean practice by a customer, Hewlett-
Packard. At a critical stage of career development, his mentor, a Professor of Opera-
tions, introduced him to Oliver Wight, widely credited as the “father of MRP.” At
the meeting, Wight asked Carroll if he intended to pursue the MRP project man-
agement assignment that Carroll had been offered. Carroll was hesitant to abandon
the safety of the shop floor, where things were actually made, for the uncertainty of
the computer, where things didn’t always work so well. Wight asked Carroll if he
thought he would make it to the end of his career without learning the computer and
MRP. Could one safely hide in the shop for the following 35 years until retirement
(Carroll was then just 28 years old) and avoid progress? Carroll took Wight’s advice
and managed to be on the scene for early implementations of packaged MRP and
then ERP software, eventually completing 25 successful implementations as a team
member, project manager, or project director. Although given the benefit of many
years of mentoring by the aforementioned Professor of Operations, Carroll somehow
claims that one of his best advantages is that he lacks a formal American business
school background. He does not possess an MBA, which he says is the degree in mass
business administration and will be, according to Carroll, soon to be replaced by the
LBA—the degree in Jean business administration. Instead, he can lay claim to having
had the benefit most especially of a “bottom to top” rise through the ranks—{rom
machine operator to executive and then executive consultant, a tour of duty required
of anyone desiring to rise to executive rank at Toyota, and a privilege given there to
only a handful of incoming junior staff.

Carroll jumped from assignment to assignment, performing nearly 30 different
line and staff assignments (in only four companies) before shifting to consulting,
where he developed an international practice, and eventually his own methodol-
ogy that realized Imai’s prediction. He states that when he realized that he could
not pretend to be an expert in a process that someone else “owned” or “operated”
it was time to shift from consulting to teaching and facilitating. Carroll says he is
an expert in his process—lean ERP—and that he can teach and facilitate in that
arena. You will have to work out your own lean processes, but Carroll and this book
can enlighten and facilitate that journey.

The Next Phase—Lean Dominates the American Marketplace

“I’ll get you, my pretty, and your little dog, too!”
The Wizard of Oz, 1939

Of course I also hope that Carroll, unlike Deming, is not ignored for another 50
years in America, while the rest of the world adopts him to further the lean gap.
Carroll and Deming are unique in being bridges that connect the Eastern and
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Western schools of management. Deming, of course, through a forced exodus and
an adoption of Eastern principles, developed a methodology that influenced the
world—even eventually American managers (although even then only partially,
sampling only what called for the least change in attitude and behavior). But to
this experience in the later part of his life, Deming brought the foundation of his
training (at Western Electric, under Shewart) as a manager in the first half of the
20th century, the mass production era of industrial age, creating his own contribu-
tion to quality that was to not only form a bridge for the management thinkers of
the second half of the century, but also be the foundational glue for how work gets
done around the world. Deming, like Carroll, goes largely unheeded, and though
he points to the decline of Western mass manufacturing, which had already peaked
by the mid-1950s, no one paid heed. Well, someone did on the other side of the
world. You already know how that story turned out. Today, in hindsight looking at
Deming, and in comparatively safe second sight, looking ahead to Carroll’s com-
ing influence, Deming is the principal “bridge” management thinker of the 20th
century, and Carroll is poised to be the same for the 21st. Carroll has fought not
only to reconcile but also to marry the information machines to the lean processes
throughout the company and across the virtual space that he calls “the Virtual
Lean Enterprise.” Still, the DNA in the machines, and in the lean tools and prac-
tices, is our customer’s, and if we reject the tools it is because of this factor. The
maddening thing about the customer is that just as you get the dose right and the
process right, it needs to be adjusted again and will always need that as software is
implanted into old processes. Nothing that is linked to the customer is stagnant.
Innovation is driven by strategy, and strategy in Carroll’s Lean Performance meth-
odology is deployed to the organizational process level. The best technology of the
21st century then enables lean processes at the activity level, allowing the customer
to create the pull and flow of your business.

Like Deming, Carroll also has his own list of principles, and we are reminded
painfully that principles are things we believe in and not just able to recite. Again,
like Dylan building off of Guthrie, or the Stones off of Howling Wolf, he brings
lean to the next level, one that incorporates technology that Deming heralded.
Only Deming could have begun to conceive of a worldwide supply chain forged by
a technology not yet conceived. Only Carroll could have created the formula for
this to happen.

Finally, it may surprise many readers to learn that a code of action for ethical
leadership by management was first formulated by Henry Ford, in his initial Dear-
born Works Charter in 1914. Carroll refers to this “manufacturing magna carta”
in the text that follows. The principles and practices espoused in this remarkable
document were soon forgotten at Ford and indeed everywhere but in the defeated
Japan, where this thinking elevated the industrial emergence more than a half cen-
tury ago. But Carroll didn’t forget—it appears to be the only approach he knew.
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Signs of the Coming of the Lean Era

Since the publication of the first edition of Lean Performance ERP in February
2002, events have converged to further support the substance of a book that has
fallen short of being a business best-seller yet sits in every university engineering
library from Saudi Arabia to Macedonia to China and Japan. If you had been one
of the few reading the book five years ago, the events that happened afterward (e.g.,
the discovery of the manufacturing planet of China, the realization that lean could
not coexist in some de facto basis with ERP, the understanding that supply chains
would be redefined by new technologies, and the Wal-Martization of America)
would have made you a leader with the prescience to get the place lean before
everything fell apart.

In the period following the book’s publication, and the tremendous lack of
adoption of its lean principles in practice, the economy has morphed rapidly into
the round earth global picture. In 2002, as the book hit the stands, the “advanced
economies” (Western European) GDP grew at about 1.7 percent, while the Asian
economies collectively grew at 5.9 percent. In the second year after its publication,
2003 saw the official end of the Iraq war (May 1), SARS was named, the Blaster
worm virus attacked most of our computers, and Forbes magazine declared “white
collar offshore outsourcing” the year’s most significant trend. By 2004, three years
later, we still hadn’t picked up lean; we saw that the United States was holding
about 20.9 percent of the world GDP so maybe we didn’t need to do something as
drastic as getting lean. But wait a minute, in 2004, the United States grew GDP
by 4.3 percent, but China grew at 9 percent. Wait another minute, where did I put
that book on lean?

Here we are in 2007 with the publication of the second edition, and India is
the rising star of global business, and the analysts, those prognosticators of world
economic doom, are wondering if it is just possible that GM may follow Delphi
into bankruptcy. Wait a minute, wasn’t Delphi lean? Is it no longer OK to stay in
Kansas? Well, I am glad you asked that question.

The Lean Path to Follow
“Follow the yellow brick road; follow the yellow brick road.”

The Wizard of Oz, 1939

It is never too late to correct a mistake. This is the greatest pearl of wisdom I have
learned and lived by in 20 years of strategic management, and in nearly a quarter
century of marriage (but that is another book). Since my eatly years as a recalci-
trant, ethnocentric elementary school student rejecting the adoption of the metric
system, I have learned it in order to do business throughout the world. I would
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expect no less of you that you read on and follow the directions. Five years from
now, where will you be then?

Don’t worry about roads not taken, about wrong turns, don’t fret that you have
come this far for something that isn’t there. Just keep reading, follow the directions,
and you will get there much sooner than you realize. All you need is the ability to
believe in some principles that won’t make you successful until everyone else is in
the process.

It is significant that two of the architects of significant change in the business
models, and management practices necessary to build them, Deming and Carroll,
are both detail-oriented, scientific thinkers. One is the midwife of statistical pro-
cess control, and the other is the first to successfully incorporate Western technol-
ogy, ERD, into a lean process enabler for the production of goods and services. Yet
both begin a methodology with principles that speak to the least scientific of our
understandings as human beings, that is, of other human beings. Both mandate
with the maddening sureness of a scientist that you must change the culture from
competitive, command and fear-driven control to one that is, well, you know where
this is going.

Other issues still lie in wait for you, the nascent lean champion, before you
begin the digging:

1. Make this transformation a project, not a process: define it and get it done.
There is very little ewilight land in which to linger safely between being in a
place of mass production and thinking, and being in a place of Lean Produc-
tion and thinking. There is very little room to equivocate between the two.

2. Don’t linger. People will pull back, slip away at night, build coalitions, and
talk behind your back. You know how that goes.

3. Finally, how will you incorporate your technology into your lean processes?
If book sales are an indication, a lot of people have been listening to Carroll,
but very few so far are in the United States.

Think of this as a second chance to learn the metric system. It’s OK.

Conclusion

“There’s no place like home.”
The Wizard of Oz, 1939

So there are a couple of things to agree on at this point. First, unlike the Hula Hoop,
certain dolls and action figures, and the Pet Rock, computers are not a fad. Second,
an enterprise must exist in a round world, a global economy, and a borderless, met-
ric marketplace where lean is the clear winner on quality, cost, and delivery. Et tu,
GM? Remember the hard-won lessons of the elementary tykes (Dorothy and the



Foreword: A Message for Management ® xxv

gang) who resisted metric and now must buy two sets of wrenches and constantly
quibble about tolerances with their outsourced suppliers, a clear supply-chain case
of “you say potato” and I say, well, you know how that goes every day.

The chain from suppliers to customers will break continuously, let alone be lean,
without the enabling power of technology. This is the ultimate tool to put in the
hands of the process owners and operators, in every process in the factory and in
the boardroom. Again, this is assuming, as Carroll did prematurely, five years ago,
and as Deming before him, that everyone is thinking lean and ready to change.

The failure of Western management thinking was not total, but it was decisive
as the century turned in positioning us to be playing a defensive position in a grow-
ing global marketplace. Leadership is necessary in the lean movement; you can’t
manage your way to the state of lean. The fact is, war is won in the foxholes and
trenches by the men and women who are willing to fight and die for their fellows,
and for what they understand and believe. Squad by squad they have always won the
wars—something the strategists cannot ignore. “Drive out fear,” indeed. “Loyalty to
people enables continuous improvement.”

Our teams of workers work for themselves and each other. We would be wise
to know and remember that before we “outsource,” “right-size,” “downsize,” or
otherwise employ misconceived “strategies” that destroy the fabric of the team. The
only remnant of military management, the sole principle I would encourage you
to hang onto as you lead the exodus to lean, is that the first rule of leadership is to
take care of your people.

I would exhort you to take a shortcut. If's OK. No sin. Very secular. Leadership
is born of the kind of suffering we share, the experience through which we have
suffered. Managers are doomed to a life of leading recidivistic people: it’s human
nature not to want to change. But rather than our old natural instinct or behavior,
our new leadership challenge is to teach others to do it themselves by getting lean,
like getting religion.

Finally, maybe it was just the time. Maybe we just declare victory with how we
did it up until recently and move on. Don’t look back. It is not possible to return
to the old, flac-earth, “Kansas” management thinking; we will never return to the
good old days. And how long ago were they anyway? And good for whom?

The move to lean thinking then is an act of faith. Perhaps this has been the
missing characteristic for all of us as managers. We got very professional with our
business schools, best-sellers, and seminars. We got very experienced in a cynical
way, irony alloyed our enthusiasm, and finally, we became sanguine in our style
after always getting defeated in our approaches after the failure of every newly
inspirational seminar or book.

But did we ever really possess the faith in those working alongside us that was
necessary for success? Success stories are rare and usually culminate with someone
selling the company, jobs going overseas, some contraindicator that all is now well
forever.
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Once we manufactured everything made in the world: every item and every
innovation. Have we failed the U.S. worker? That’s not OK.

Perhaps it is enough to admit we did and move on. The therapist yells “break-
through!” We are cured, whole, no more us and them, officers and men, manage-
ment and labor. 'm OK, and youre OK, and isn’t that good enough? Fade to
lean.

Ed Allfrey

Center for Enterprise Development
Institute for Entrepreneurial Studies
University of lllinois at Chicago
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The first edition of Lean Performance ERP Project Management was written by a vet-
eran of ERP implementations in manufacturing environments that were working to
“get lean.” We hadn’t always called it “lean,” however. We had called it J-I-T, Zero
Inventory, Synchronous Manufacturing and Continuous Flow, and several other
names. MRP was often viewed as the enemy in these embryonic lean enterprises.
Empowered by a lean management team and the beginnings of lean cultures in sev-
eral of these implementations, I managed or directed projects that were successful
in employing Lean Performance ERP in what were becoming very lean enterprises.
I emerged from these experiences and wrote the first edition of this book. I thought
that everyone in manufacturing would embrace Lean Performance ERP and that
those same manufacturers as well as service industries would readily embrace “lean
in the office.” I was wrong. American manufacturers who had been struggling with
MRP transitioned into struggling with lean, and later with lean and ERP/MRP.
The ERP/MRP proponents often reject lean as “simplistic—yesterday’s news” while
lean advocates posit that ERP/MRP is the dinosaur. In this second edition of Lean
Performance ERP Project Management, I am adding the “why do it” of Lean Per-
formance ERP/MRP implementation to the first edition’s “go do it” perspective. I
hope to convince the skeptics, on both sides of the issue, that lean and ERP/MRP
are not only compatible but that they need each other. I would ask the reader to
suspend his or her disbelief about the relative merits of lean and ERP/MRP and
consider the case that this book puts forth.

It is apparent that many lean implementations fail for the same two primary
reasons many ERP/MRP implementations fail—lack of education on how to
accomplish the desired outcome and lack of directed commitment to change. As
the global lean phenomenon accelerates, failure at lean is a doomsday scenario for
American manufacturers. ERP/MRP systems form the backbone of global com-
merce, so failure at ERP/MRP implementation is likewise a doomsday scenario.

XXVii
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I hope this second edition helps to educate on the desired outcome: lean and ERP.
It is up to the individual to accomplish the commitment to change.

I would like to explore for just a moment three additional themes that I believe
make the publication of a second edition of this book desirable. The first theme is
the title of the book itself. The title (actually subtitle) of this book has been returned
to that which was originally submitted for publication in 2001. Readers of the first
edition will notice that the original subtitle that has been reinstated is Implementing
the Virtual Lean Enterprise. There are three key reasons for this change:

1. 'The subtitle for the book as originally submitted was Implementing the Virtual
Lean Enterprise. The powers that be in the publisher’s office decided that no
one would buy a book with that subtitle. It was felt that that subtitle would
not be understood by potential buyers. It was felt that “supply chain” was a
term that had more currency at that time.

2. There are many good books on the market that are more suited to bear the
subtitle Implementing the Virtual Supply Chain. The book you are reading
presents only a portion of supply-chain implementation, that being the tech-
nical ERP/MRP foundation. There is plenty more to do to implement a sup-
ply chain, virtual or otherwise, and many books on the market do just that.

3. This book refers to the Virtual Lean Enterprise repeatedly, and is in fact about
the Virtual Lean Enterprise. The Virtual Lean Enterprise is a real thing—it
is the virtual connection and coexistence of linked producers in any lean
enterprise: the automotive lean enterprise(s), the PC lean enterprise(s), etc.
The Virtual Lean Enterprise is especially vibrant in the shared intersection
of virtual space where the producers of products and services common to
multiple lean enterprises collect, process, and share data about supply and
demand.

The second theme that makes this second edition desirable has to do with
the necessity of lean transformation and implementation of the Virtual Lean
Enterprise that is imperative upon the West as the Eastern manufacturing base
increasingly dominates global business through the emergence of lean global sup-
ply chains increasingly interconnected through channel Virtual Lean Enterprise
technologies.

The third theme is the fact of the new challenges facing the ERP implementer,
especially in a lean environment—or an environment attempting lean transforma-
tion. The typical project manager wants to be equipped with a current discussion of
the latest events and theories on the topic and then see the “toolkit” with which to
address them. It is my hope I have provided project managers with a relevant discus-
sion on the latest theories and topics in the ERP/MRP project area. Here is a listing
of the new evaluation and implementation tools included in the second edition that
can provide implementation assistance:
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1. “Foreword: A Message for Management” provides the project

manager with an overview to give his or her lean sponsor and the
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9. A discussion of lean and Six Sigma ....c.coceveeerevirireenneinnccrneeeeenene 42
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from mass in “Why Should Our Enterprise Be Lean?”.........ccccccocvvuninnes 45
11. A discussion of the three levels of lean business process management ......49
12. An update of the “lean commerce” section, including new

developments such as e-kanban and Radio Frequency Identification
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is also included, as is a discussion of the lean commerce system

implemented by Toyota North America in the years since the

publication of the first edition ..........ccooiiiiiiiiiiiiiiiic, 81
13. A Lean Performance China strategy for ERP project managers

dealing with China-based manufacturing.........ccocooeuiiiiiiiinnnnnnnes 103
14. A discussion of the differences between lean principles, lean tools,
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Owners and Operators Are the Process Experts.”......oveeveeeneinennenne. 113
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17. A new lean enterprise future state assessment to introduce the Lean

Performance Project ASSesSmMEnt....c.e.evvevueeruenieinienieenienieenieneeeseneenens 183
18. An evaluation and selecting software module that discusses a

“process stream mapping” methodology to a lean ERP key features
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What Is Lean Performance?

Lean Performance is a project management methodology for lean implementation
that starts with existing processes and develops process performance improvements
and measurements. By developing process workflow standards of what work must
be completed, and then utilizing the process workflow standards to determine Aow
to do the work, Lean Performance produces process work instructions for train-
ing to ensure continued process quality. Lean Performance also manages multisite
projects by identifying common processes and prioritizing assignments. The meth-
odology develops process performance measurements and Continuous Lean Per-
formance where information technology has already been implemented, or as the
implementation methodology for new projects.

Lean Production is the philosophy and practice of eliminating all waste in all
production processes continuously. Manufacturing workers may apply lean princi-
ples, tools, and practices successfully to continuously improve production processes,
but usually information technologies do not readily enable continuous improve-
ments in management decision processes, information/support processes, and link-
ages to physical processes. Methodologies for information technology installation
such as reengineering and process or system innovation do not facilitate the use of
Lean Thinking to readily enable continuous improvements in management deci-
sion processes, information/support processes, and linkages to lean physical pro-
cesses. Until now, lean thinking has narrowly focused on physical processes. This
limited approach has several serious shortcomings:

B Process improvements driven by information technology are not always
linked to management strategies and objectives.
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B Management decision processes do not support lean physical processes.
B Physical process lean improvements are not supported by or linked to infor-
mation systems.

The Lean Performance methodology presented in this book suggests a solu-
tion. Lean Performance uses lean principles, tools, and practices to improve and
then continuously improve management decision processes, information/support
processes, and their linkages to lean physical processes. The methodology trains
and empowers the in-house experts, the process owners, operators, and customers,
while employing the best of the process and system innovation and reengineering
tools (from a lean perspective) to achieve system integration. Lean Performance
develops or enhances a company culture of continuous improvement by recog-
nizing the strength of the business (i.e., people and processes). Lean Performance
integrates strategy, people, process, and information technology into a project man-
agement methodology that applies lean thinking to all processes by utilizing eight
implementation and training modules.

Why Is Lean Performance Important?

Today’s manager is faced with the dilemma of managing emerging cross-func-
tional and cross-enterprise business processes such as e-commerce and the new
supply-chain management processes utilizing information technology in a business
enterprise with an increasingly empowered team culture. All too often, traditional
information system development based in methodologies such as reengineering and
system or process innovation is woefully inadequate for use in an empowered team
culture. Even in more traditional business environments, process analysis and sys-
tem development projects run and performed by business or information techni-
cal “experts” often deliver miserable results, especially from a quality standpoint.
Delivered systems either do not work technically or do not fit the process as the user
performs it today or could best perform it tomorrow. In contrast, great results have
been obtained by harnessing the power of all enterprise team members through
methodologies that employ lean philosophy and thinking, such as Total Quality
Management (TQM), kaizen, and continuous improvement. The Lean Performance
project management methodology presented here incorporates lean philosophy and
thinking in a task structure that, when executed, implements lean management
decision processes, information/support processes and information linkages that
support lean physical processes and provides the structure to improve physical pro-
cesses. The methodology performs best in the empowered team business environ-
ment, utilizing vendor-supplied, unmodified software packages for manufacturing
such as enterprise resource planning (ERP), supply-chain management (SCM),
operations planning systems (OPS), advanced planning systems (APS), manufac-
turing execution systems (MES), and customer relationship management (CRM).
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A successful business process improvement or redesign approach to implemen-
tation of these systems must consider input from the two hemispheres of manage-
ment that are in conflict in a typical project:

1. Departmental, politically based management practices.
2. Emerging information-based management practices.

In many companies, established politically based management practices rely
on an individual power-oriented management style that leverages power gained
through controlling a “stovepipe” departmental structure and the flow of informa-
tion (work) residing within that stovepipe. These structures depend on internal
management alliances to manage the business through a process of negotiation,
compromise, and accommodation. Emerging information-based management prac-
tices are fundamentally different in that the information that is held hostage in the
stovepipes of the old style organization is open in the empowered team workplace.
In fact, opening up this information flow and designing work around it (workflow)
is the real (and perhaps only) reason to consider information technology—enabled
process improvement or redesign. With open information, old alliances are not nec-
essary, and team-based decision making can take place. Departmental structures
are no longer efficient and are replaced by product and process stream structures.

Obviously, these structural changes can be very threatening to old-line (stove-
pipe) managers, and they resist them. When the information technology specialist
(MIS manager/CIO/system analyst) is introduced into the mix, numerous com-
plications occur. The lack of a common language between power-style managers
(who translate their information requirements into newer and better stovepipes)
and technically adept information technology/data processing experts (who do not
have the business process expertise of the people already performing the existing
processes) leads to enough confusion to sink many business process improvement
efforts. When the process owners/operators are not the process designers, nonvalue-
added tasks will dominate a new stovepipe at the end of the project. This collision
of dysfunctional styles is a fundamental impediment to success in the information
age, much as office-based manufacturing engineers of the mass industrial age were
an impediment to success in the factory, leading to their removal by the origina-
tors and practitioners of Lean Production. Lean Performance defeats the nonvalue-
added process constraints imposed on processes by well-intended, technologically
adept but misguided individuals who presume they are “experts” in processes that
they themselves do not perform.

Applying the Lean Performance methodology to a business process improve-
ment or redesign project focuses the efforts on a common approach that uses com-
mon principles, tools, and practices. This approach promotes successful dialogue
among the managers, information technology specialists, and emerging computer-
literate knowledge workers and team members, who in many cases are already in the
workplace but generally not (yet) in a position of management. Lean Performance
leverages the expertise of existing internal process owners, operators, and customers
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to design processes in terms of what needs to be done to produce value (product or
service) for process customers immediately downstream. All methodology tasks are
structured to “pull” process redesign/improvement activities from the point of view
of the external customer so that optimum customer value is provided.

How Does Lean Performance Work?

Lean Performance identifies and deploys lean management business policies and
strategies during software implementation, process improvement, and lean trans-
formation projects by integrating lean thinking and process-oriented management
at the management decision, information/support, and physical process levels
through the use of an integrative project and management practice: the Lean Per-
formance Analysis. The methodology then utilizes Business Process Reengineer-
ing practices to design the process architecture. Lean Performance employs lean
practices to develop Lean Performance teams of process owners and customers.
These Lean Performance teams eliminate waste from existing management and
information/support processes while developing value-added information linkages
to support lean physical processes and improve physical processes. Additionally,
Lean Performance employs system innovation practices from a lean perspective to
provide a project management work plan and toolkit to integrate the information
system (ERP, MES, ASP, SCM, OPS, CRM), and to provide an ongoing continu-

ous improvement tool after implementation.

Who Is Lean Performance For?

This book is geared toward the 21st-century business manager, a new manager who
is developing in the lean workplace: one who manages with technology, not one
who simply manages technology. I propose that there is a critical difference. These
new managers will have used information technology for most of their careers and
will readily agree that most information technology projects fail or deliver poor
results and require extensive after-project rework. These managers may already be
chief executives or chief operating officers, engineering or operations or materi-
als managers, or continuous improvement or lean coordinators. They have prob-
ably served as project managers at some point or now employ project management
approaches to team management. Project managers who have been exposed to Lean
Production are a ready audience for this book. These managers are or have been
successful employing lean methodologies in their current or previous assignments.

Information technology (IT) professionals, on the other hand, may not see the
relevance of the methodology. Many IT professionals may be all too familiar with
the failures of previous projects and methodologies; however, seasoned IT profes-
sionals who are ready to try this more comprehensive approach will immediately
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hone in on the most obvious reason for IT management to support Lean Perfor-
mance: Lean Performance puts the responsibility for a successful implementation
or transformation squarely on the shoulders of the process owners, operators, and
customers. The typically noninvolved system user of the past cannot function suc-
cessfully in a Lean Performance environment.

Why Did | Write This Book?

I wrote this book in part because it expresses my theoretical interest in business
process and performance improvement methodologies, and it incorporates what I
have learned about them by trial and error. In my career in manufacturing man-
agement and consulting, for a variety of domestic and international companies, I
have had the opportunity to try out various approaches to business improvement
and project management. Lean Performance is the result of my attempts to develop
a methodology evolved from classical business consulting approaches but viewed
through a lean thinking lens. Perhaps most important, I have had the experience of
being a project manager subject to Murphy’s first law of project management: about
the time you know enough about what the project is about to write a comprehensive
project plan, you don’t have time to stop managing the project and write it. For this
reason, | wanted to develop a project template for myself and other project manag-
ers to interpret and apply to our own projects, so we would have a comprehensive
methodology to apply before their weight becomes all we can carry and there isn’t
time to write the plan.

As fond of information and other technologies as I am, I believe that the more
complex and therefore more valuable (and costly) elements of business processes are
tasks that are people based. When we de-emphasize technology, and introduce the
concept of managing the office and linking the office to the factory with processes,
in much the same way as we manage the factory, then introducing lean principles,
tools, and practices to the management, information/support, and physical process
linkages becomes possible. Although my preference is to emphasize manufactur-
ing, the broader methodological concepts are appropriate to computer-based pro-
cess management and to all business processes, regardless of service or industry.
Also, the transition into the 21st century has revealed performance gaps in many
new systems that will benefit greatly from applying Lean Performance.

In conclusion, management and information/support processes and informa-
tion linkages to physical processes are not ineligible for continuous improvement.
The Lean Performance methodology is a process-oriented approach that provides a
project management structure for applying lean thinking to the entire enterprise,
with an emphasis on the management decision, information/support, and physical
processes.

Application of lean thinking in the factory has resulted in the elimination of
some portion of direct labor while maintaining the same or greater productive
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output from fewer workers. The application of lean thinking to the office results
in a reduction of management layers, with a corresponding higher output flowing
from the same or fewer knowledge workers. The real challenge to the enterprise
in applying these lean principles, tools, and practices is to recognize that, above
all, lean is a growth strategy. Management cannot expect workers to continuously
improve their way to the unemployment line. New challenges must continuously
be presented to today’s Lean Performance teams by modern managers who manage
with technology.

Brian J. Carroll
August 2001



Acknowledgments for
the Second Edition

In addition to the continuing support of many of those mentioned in the acknowl-
edgments to the first edition, I would like to thank those managers and students
who have contributed ideas and energy to the Lean Performance certificate classes
I teach in conjunction with the University of Illinois at Chicago (UIC) Institute
for Entrepreneurial Studies and the Center for Enterprise Development. I would
especially like to thank the teams from Amurol Food Products, Emerson/Sealmas-
ter, Medline Industries, Elite Engineering, Northrup-Grumman, Weathermakers,
Texas Instruments, American Circuits, Midwest Folded Products, Peerless Mounts,
and several teams at Kay Manufacturing as well as at Smith and Richardson. The
success of these managers and students in the application of Lean Performance
principles, tools, and practices sustains my vision of a lean transformation in the
American lean economy.

XXXVii






Acknowledgments
for the First Edition

I owe thanks to many people who have helped me in the writing of this book, but I
can only name some of them here. I would like to first thank my family, who gave
me their consistent support. Roger Dykstra and Robert Montgomery of Manufac-
turing Management Associates gave me my first consulting experience and taught
me much about the development and application of consulting methodology. John
Toomey shared much of himself and, through the publication of his two fine texts,
(MRP II Planning for Manufacturing Excellence, Chapman and Hall, and nventory
Management Principles, Concepts and Techniques, Kluwer Academic Publishers), has
been an inspiration to me in demonstrating the persistence necessary to write a
book. John A. “Jack” Kalina explored many of the ideas in this book with me early
on in our project collaborations. Gary Saunders allowed me to pursue my ideas on
several critical projects. Guenter Leibold and Ron Spiers gave me an opportunity to
try my ideas in their projects and added their creativity to the effort. Kevin Pastel
and Fred Gruber were instrumental in pursuing these ideas while we collaborated
on the behalf of clients. Ed Holmes, Chuck Morin, and especially Bob O’Shea of
Engineering Systems had the patience to support my vision. Ed Allfrey of the Cen-
ter for Enterprise Development stuck by me through the seemingly endless “start-
up.” Dick Marshall listened to my ideas with incredible patience and provided a
wise and informed perspective on the use of lean principles, tools, and practices in
the team setting. I especially want to thank John Condon for his close counsel and
friendship. Finally, Goto—San, here is the book. Thank you for your inspiration.

XXXiX






About the Author

Brian J. Carroll is president of Performance Improvement Consulting, Inc. (PIC),
a management consulting and education firm specializing in Lean Performance
services located in Downers Grove, Illinois. Mr. Carroll has 35 years of manu-
facturing management, management consulting, and education experience. His
résumé includes positions in operations, logistics, warchousing, customer service,
production and inventory control, project management, materials management,
and general management, all in the automotive, integrated circuit, and metal fab-
rication industries. In a career transition to management consulting, he conducted
over 50 engagements in manufacturing management and information technology
for domestic and international clients. Mr. Carroll performed consulting engage-
ments in industries producing healthcare equipment, flexible automation, packag-
ing machinery, and fluid hydraulic pumps. He has extensive consulting experience
with producers of automotive products, including engagements with manufacturers
of automotive motors and fans, fuel control systems, electronic control units, fuel
pumps, antilock braking systems, radios and CD players, plastic injected molding,
alternators, starters, generators, and engine management systems. His completed
projects include software evaluation and selection, operations reviews, information
systems organization design and implementation, and process improvement. In
addition, he was a team member, project manager, or consulting project director on
over 25 successful MRP/ERP projects, many in lean environments. Now focusing
on education, he has developed the Lean Performance certificate series offered by
the Center for Enterprise Development in conjunction with the Institute for Entre-
preneurial Studies at the University of Illinois at Chicago. Lean Performance classes
have included teams from processors and manufacturers of food products, power
transmission equipment, medical equipment and supplies, large capacity electri-
cal regulators, electrical control panels and regulators, electronic testing services,
defense goods and logistics services, automotive transmission and gear castings,
HVAC services and equipment, electronic switching components, circuit board
products and designs, school equipment, pharmaceutical processing machines,
commercial and industrial TV mounts, and chaplets, chills, and perforated tubes.
Lean Performance certificate program information and registration materials can

xli



xlii ®m The Author

be found at: www.ced-uic.com/leancertificate. Mr. Carroll can be contacted at
Author@leancommerce.org or visit his Web site at www.leancommerce.org,.



INTRODUCTION II

TO LEAN
PERFORMANCE






Chapter 1

Foundations of Lean
Performance

When the ERP Project Manager Is the Lean Champion

The Mass Production Era of the Industrial Age is now ending and the Lean Pro-
duction Era is emerging to succeed it. The Lean Production Era is exemplified by
processes based in systems of cultural cooperation, differing fundamentally from the
Western systems of cultural competition. Outsourcing and offshoring are the latest
stages of Western cultural competition and are fueling the expanding shift to Lean
Production as great volumes of goods and services formerly produced in Western
Mass Production facilities are now produced in Eastern Lean Production facilities.
Ages and Eras are recognized for their social attributes and cultural constructs,
not just for their discoveries, machines, and science. The Industrial Age began in
approximately 700—-800 A.D., when people began to gather in groups (guilds) in
the Craft Production Era and to manufacture goods and services. Elements of Mass
Production, as well as elements of Lean Production, were visible in the “water-
motor” factories that originated in the northeastern United States, beginning in
the late 1700s, and were then built in various areas of the country throughout the
1800s. Perhaps the greatest practitioners of “water flow” were the Shakers, who
built some of their furniture factories over streams in order to harness water power.
The Shakers were a religious community, but they were also pioneers in the “How”
of work. Cultural cooperation and the common purpose of community enabled the
Shakers to work in cooperative harmony. One of the last water-powered factories

w



