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PRODUCTION & OPERATIONS MANAGEMENT
SUPPLY NETWORK MANAGEMENT

BUSINESS PROCESS MANAGEMENT
LEAN 6
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WHAT HAPPENS IN TRAFFIC AND ALL OTHER
COMPARMENTALIZED SYSTEMS?

- I

1. Amplification
2. Oscillation
3. Phase - lag
1961: Jay Forrester (MIT): Industrial Dynamics
“The blame game”
“Assumption gaming”
“Bounded rationality in decision making”:
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CONTEXT: INDUSTRY TRENDS

From Command & Control towards Collaborate

Customers want performance and solutions instead of a good deal!

Networked economy

Even has discovered:



e = INVESTORSE.
W (- CUSTOMERSES
{ _-ENMPLOYEES ™







THE PROBLEM

WITH SERVICES:
LOW PRODUCTIVITY
GROWTH

Insurance, banking

- Service productivity growth
in Europe < 1 %, whereas
manufacturing
industry stays around 3% Health care

- With mfg sector < 20% of GDP,
how is our economic growth to

. - 1983~1993- 1993 ~ 2003
be realized?

Source GGDC (2005) OeNB



THE PROBLEM WITH SERVICES:
LOW CUSTOMER-FRIENDLINESS

- Less than 40% of respondents consider banks & insurers to be customer
oriented, reliable, open and honest... no score to be proud off...



APPARENTLY, “SERVICE STINKS"...

- The problem with service is noted in business and academia
- Brady, D (2000): Why Service Stinks. Business Week, October 23, 2000
- Gerstner, E, Libai, E (2007): Why Does Poor Service Prevail?
Marketing Science 25(6), November-December 2006, pp. 601-603

..BUT WHY IS THIS?
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Business experience:
- > 20 years process industry
- 3 years high volume electronics
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International experience: Spanning the globe. Worked and lived in Europe
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ONE CONCLUSION | DARE TO DRAW
AFTER THIRTY YEARS:

It does not matter, which Industry or Culture you work in:

- BOTTLENECKS TO PERFORMANCE ARE ALL THE SAME



BOTTLENECKS TO PERFORMANCE

Push
- Aggressive ramp-ups
- Conflicting incentives
- Disconnect between front end and back end of company
Focus on Cost
Financial steering only
- P&L per business
- Short-termism
Command & Control
- Intervention type decisions. Task instead of goal orientated
Non transparency of Processes
- Stove-piped organization
No Planning
Prisoners dilemma/Zero sum game: For me to win, you have to lose!!



ONE CONCLUSION | DARE TO DRAW
AFTER THIRTY YEARS:

It does not matter, which Industry or Culture you work in:

- BOTTLENECKS TO PERFORMANCE ARE ALL THE SAME
- COLLABORATION IS KEY IN SOLVING THESE BOTTLENECKS









TWO CASES

- IT: Collaborative KPI's
- Voice Over Internet Protocol (VOIP)



IT: COLLABORATIVE KPI'S

2008 Gene R. Richter Award

Turning around an Outsourcing deal gone astray.
From defensive posturing towards collaboration.

Result: enhanced market performance.



VOIP RAMP UP



SUCCESS OF VOIP

gap

- Low customer satisfaction
- Excessive costs
- Inadequate market share growth



VOIP “SUNNY DAY” PRIMARY PROCESS

Primary
Processes

- No capacity required
- Automated systems do all the work or customers do it themselves



VOIP ACTUAL SERVICE NETWORK

Primary
Processes



VOIP ACTUAL SERVICE NETWORK

Primary
Processes

Secondary
Processes



CONCLUSION

The VOIP “Supply Network” is totally out of control at each and every level

- Operational _> SC execution: Crisis Management

- Tactical _> SC coordination: Stovepiped
- Strategic _> SC design: Grown not Built



INTEGRAL RESPONSIBILITY IS LACKING
NOBODY HAS INSIGHT OVER THE TOTAL CHAIN



ROOT CAUSE: VOLUME OR SPEED?

- Assumption was that volume of ramp up led to the crash.

- We demonstrated that:

Speed Dbad quality

“quality” (better to say lack of it) of ramp up led to crash.

In compartmentalized chains

- # hand-overs up: quality problems up  Bullwhip

In a service environment:

- Poor quality eats away capacity
- Poor quality leads to a tsunami of complaints

- Delay in Complaint Resolution  consumer frustration and churn

- Aggravated in multiple services delivery



EVERYWHERE THE SAME PROBLEMS
WITH PRODUCT LAUNCHES

US based Telco Europe based Telco

- Period Late Nineties - Period Mid first decade 2000

- Location Chicago, lllinois - Location The Hague, NL

- Product ISDN Call Waiting, Caller ID - Product VOIP

- Problems Dramatic drops in - Problems Dramatic drops in
customer service, major quality customer service, major quality
Issues during launch of new Issues during launch of new

products products









ROOT CAUSE VS CRISIS MANAGEMENT

3. 4.

2.
Problem




WHAT SETS B2C SERVICES APART?

No real design of processes
- IT is arranged for sunny days
- Automated processes accelerate Bullwhip
- Recipe changes!

Customer is co-producing
- Service: Not tangible; cannot be buffered

Satisfaction = Perception — Expectations

Workstress as result of increasing “stock” of WIP

No early warning triggers in traditional accounting/reporting



PROCESSES: PIECE OF CAKE!
(AT LEAST SEEN FROM ABOVE)

- Report: Not more than one page
- First Time Right at 95 %



PROCESSES: PIECE OF CAKE!
(AT LEAST SEEN FROM ABOVE)

- That's what we see from the Board Room
- That's what we do not like to discuss

Not on our regular Mgt's Agenda
- Deer Consultants disclose this minefield

- Many local not interconnected initiatives
- First to be axed in case of a crunch

- Frustration all over the place.

- Top level instructions are not understood,
nor recognized.

- We cannot deliver as requested!!




SERVICE 2 SERVICE CONTEXT COLLABORATION:
THE NATURE OF SERVICES
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& Service towards Consumer

- Supplier Services impact processes at Service Company
- Consumer Satisfaction depends on both Service Company and Supplier
- Service Delivery in a Service-to-Service environment: as complex as process technology



NEED TO COLLABORATE ACROSS
COMPARTMENTALIZED PROCESSES

How it did not work between a Telco and its outsourcing partner/IT Vendor?

Volume
Customer Sat Cost Uptime Protect Asset
First Time Right Down & Cost Cost Revenue Utilization



NEED TO COLLABORATE ACROSS
COMPARTMENTALIZED PROCESSES

How it did not work between KPN’s VOIP Service Delivery Processes

Volume Multi Broad Cost/
Channel Portfolio Asset Utilization Cost Cost



CALL CENTER SERVICES

< 2007

Focus on Cost

Cost center

70 % of FTEs are Temps
Incentive: Time per call & # calls
High attrition rate

Workstress

Low Quality

Low Customer Satisfaction

Bad SRM

High number complaints related to
bad Call Centre Service

> 2007

Focus on Quality

Profit Center

50/50 temp & Own

Incentive: Complaint resolution
Normal attrition

High employee satisfaction

High quality

High customer satisfaction

KPN SRM and CCS CRM in sync

Complaint resolution leads to
Cross & Upsell: 12% extra margin



WHAT DID WE DO TO BREAK DOWN THESE BOTTLENECKS?

- Group Model Building Workshops with shop floor practitioners

« Management in attendance and “ears open & mouth shut”



WHAT DID WE DO TO BREAK DOWN THESE BOTTLENECKS?

Intensity of -
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' interfaces
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dealing with error from human
lists intervention
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WHAT DID WE DO TO BREAK DOWN THESE BOTTLENECKS?

- Group Model Building Workshops with shop floor practitioners

« Management in attendance and “ears open & mouth shut”
- Models allow for “what if scenario” planning
- Build Collaborative KPI's and KPI trees
- Collaboratively manage KPI track & trace and management
- Reward collaboration
- Align Incentives
- Have partners visibly contribute towards customers market success

- Celebrate successes



SOLUTION: COLLABORATIVE KPI'S AND PLANNING

Intra Company as well as Inter Company
Strategic and Service
Call Center financial Operations Delivery
capacity planning

Engineers Forecasting I Forecasting
planning
Connection Harldvt\)/f’jll're Planning Sales
capacity availability
Installation Dsltrlbu_tlon Joint KPI Call Centers
capacity anning Office

Manage & plan the process as a whole
Connecting front end and back end of organization
Connecting Top and Shop

Connecting Supplier and Customer

Manage Performance Based Collaboration



RESULTS

Intra Company

Stabilized service network
Jump in Consumer Satisfaction
Considerable cost avoidance:

Long term Demand & Capacity
planning translates into financial
planning

Culture change between
Marketing, Service Delivery &
Operations

Inter Company

- Aligning supplier & customer

- Jump in Consumer Satisfaction
- TCO down

- Joint KPI Track’'nTrace manages
supplier effort to customer’s
success

- Culture change between
“customer” and “supplier”






CONCLUSION: MANAGERIAL THINKING HAS NOT KEPT UP
WITH THE REQUIREMENTS FOR OUR NEW TIMES

Dominant management thinking

Static

Linear

Functions

Short-term orientation

Coping by splitting up
Hit-and-run. Crisis Management
Leading by management maxim
Task orientation

Zero-sum games

“Systems” is an IT term
Command & Control

Network dynamics thinki ng

Dynamic

Non-linear

Roles

Long-term orientation

Coping by holistic synthesis
Appreciate delays: action ~ response
Leading through dialogue

Purpose or Goal orientation

Win-win solutions

“Systemic Thinking” a managerial concept
Connect & Collaborate












