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CHAPTER 5
ORGANIZE PROJECTS

A successful projectrequires:

» Choice ofanappropriate problem or opportunity and
agreementby the teamthatthe projectwill be worthwhile
and trustthe teamis capable of doingit.

» Awell-definedobjective

» Teammemberswithbackgroundand/orexperienceinthe
processbeingstudied

* Training forteammembers inthe appropriate technical
toolsandteamskills

* Acommittedleader

* Necessary supportandresources

* Amethodologytosolveproblems orexplore opportuni-
ties by improvingand changing processes.

DEFINE THE OBJECTIVE

Theorganizationshould considereach step—fromthedevel-
opmentofthemissionand visiontotheimplementationofrecom-
mendations—intermsofits objectives. Whatwill the nextstep
accomplish,andhow willitfitinto the largerscheme? A project
objectiveshouldbemeasurablebutnota fixed figure, since such
agoalmaysetanartificial cap onperformance. Typical objectives
formanagement-directed projectsare:

* Reducethewasteinprocess X toorbelowalevel 0of3%

* Identifyandeliminatecauses forcustomercomplaints

» Reducethecycletimebetweenorderreceiptand shipment
byatleast75%

* Reducethedaysoutstanding ofaccountsreceivableto
raise atleast $30,000,000 cash
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TYPES OF PROJECTS

Sinceerrorsareaformofwaste, thisprojectwasatypical one
for finding, quantifyingand eliminatingthe waste. Other projects
canbemuchmorecomplex, butthey canthenbedivided intosub-
projectsuntilarelatively small team can handle each sub-project.
Seniormanagement coordinates these more complex projects,
keepsthemontrack and allocates resources, creating manage-
ment-directed programs.

To giveyousomeideas oftypical projects, [ will listsome
under the four categories of material, capital, time, and lost
opportunities. Obviouslymanyprojects willattackmorethanone
kind of waste. Forexample, eliminatingrework cansavematerial,
time,and capital. Ifthereworkisabottleneck operation,itcanalso
representlostopportunities.

Attacking Waste of Material

1. Reviewsupplierspecificationstoseeiftheyaretootight,
tooloose, ornotclearly defined.

2. Establishapartnershipwith your supplier(s)sothatyou
areboth tryingtoreach the same objectives oflow cost
and high quality. Work together and share costreduc-
tions. Improve the ordering system by having orders
entered electronically fromthe supplier’s computerto
yours. Alsoshare information oninventory control,
stockinglevels, etc.

3. Reviewspecifications with your customer(s)toseeif
changes can be made that will benefitboth parties by
lowering costand/orimproving performance.

4. Review vendors’ quality performance and work with
themtoimprove. Orfind vendorsalready committed to
continuousimprovement.

5. Increaseyield of good productcoming fromamanufac-
turing operation. Identify and quantify causes of scrap
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10.

11.

12.

13.

andrework. Setpriorities forimprovement.
Reduceuseofsuppliesbyrecycling, bettermeasurement
and control, etc.

Comparematerial inputtoaprocess withmaterial output
fromthe processto discoversources of loss.

Study energyusetoidentify and quantify waste. Analyze
lighting, heating, airconditioning, use of process heatand
electricity, etc.

Study packaging materials tominimize cost, optimize
function, and sellmore product

Analyzeinventory losses and controlstoreduce shrink-
age. Identify sources oflosses, prioritizeand eliminate
them.
Reviewuseofformstoseeifeachisnecessaryandifall
copiesarenecessary. (Alsosavestime.)

Study thedistributionsystemincludingsuppliers, produc-
tion facilities and warehouses. Imagineerthe perfect
distribution system and make plans to get closer to
perfection.

Review the engineering design process to insure it in-
cludesinputfrommanufacturing, purchasingand market-
ingpeople.

Attacking Waste of Capital
Analyzehowtoeliminateabottleneck operationwithout
buyingnew equipment. Study operating speed, down-
time, scheduling, etc.

Investigatethe variouspoolsofinventory toseeifa““Just-
in-time” approach canreduce theamountneeded.
Examinetherange of products orservices soldtoseeif
the variety offered can bereduced.
Reviewallold(morethanthreeorsixmonths?)inventory
and develop aplanto getrid ofit. Alsoplansothatno
moreinventory becomes “‘old.”

5. Maximizeuseofpresentequipmentbeforebuyingaddi-
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minutes,andaparticularactivity, retypingincorrectinvoices, took
60minutes, then 60/1440, or4% ofthetime was spentonretyping
incorrectinvoices. Youneedafairly finebreakdown ofactivities
tounderstandthework thatis goingon. Butifany oneactivitytotals
much lessthan 3% ofthetotal time ofa person, thebreakdownis
probablytoo fine. Combinethatactivity withsomesimilaractivity.

A typical company making a study will come out with
somethinglike the piechartbelow.

The Way We Work

30%
Unnecessary Work
(Rework)

Unnecessary
Work (Other)

Necessary Work

15%
Not
Working

20% 10%
Value-Added ¢
Work Not
Working

Authorized

Not Authorized

Youmay getsomethingdifferent fromthis, becausearunning
record generally doesnotidentify thewaste asaccurately asdoes
work sampling. Togetareasonably accurateestimate ofthetime
spent, youwillneedawork samplingstudy. Also,youhavenotyet
factoredin vacations, holidays and absenteeism. However, most
people are shocked at the small amount of time spent on value-
added work. Itisnothingto be ashamed of. Itis happening
everywhere. Butyoucannotchangeituntilyouknowhowyouare
spendingyourtime. To getareasonablyaccurate estimate oftime
spent, youwillneed todowork sampling. See Appendix D.
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astudyiscompleted beforeacting. Asthingsthatneedtobedone
becomeobvious, setprioritiesand implement.
Ifanactionrequires approval, have your planwell prepared
sothatyoucananswerany questions, make any needed modifica-
tions,and move into action quickly whenyoureceive approval.

VA  Value Added
N Necessary

RW  Rework

UN  Unnecessary
Categories Of Activities & Tasks NW  Not Working

II Insufficient Info

Fill out expense report
Approve expense report of subordinate

Provide second approval of expense report

Audit approved expense report

Pay reimbursement of expenses

Prepare for sales call on potential customer

Make sales call on potential customer

Make phone calls to get appointments with potential customers
Travel to present customer’s office

Take customer to lunch

Play golf with customer

Present new product information to customer

Take order from customer

Ask customer to pay overdue invoice

Resolve customer quality complaint

Explain billing error to customer

Explain forthcoming price increase to customer
Prepare journal entry for monthly closing

Compute standard cost variances

Prepare monthly profit and loss statement

Print and distribute monthly accounting reports
Prepare annual budget

Correct mistaken accounting entry

Take physical inventory

Prepare sales tax return

File amended tax return

Talk to supervisor about your health problem and absenteeism
Talk to supervisor about your new baby

Talk to fellow employee about your new baby
Talk to fellow employee about your health problem
Talk to supervisor about ball game



