By J. Daniel Beckham




Shodo Management
In Japan, marketing and manufacturing have blended into a seamless flow of activities targeted to ever‑rising levels of customer satisfaction.
A hospital is a factory.  Admittedly, it's a different kind of a factory.  After all, it provides one of the most intimate of all human services.  And certainly hospitals have a different relationship with their customers.  They often invert them.  But as Willis Goldbeck once observed, "The human body is not wildly variable by Zip code."  

Hospitals and doctors are in the manufacturing business no matter how much they would like to feel otherwise.  The insistence on viewing themselves as artists and craftsmen joined in a labor of love has done much to retard the benefits of standardization and routinization that are key ingredients in creating quality and value.

Henry Ford took the industrial revolution to new heights by reinventing manufacturing in America.  He introduced the rigid assembly line where everything moved through in lock step.  You can't argue with the kind of impact that Ford's thinking and his approach had in terms of creating world dominance for American manufactured goods.  But it had some serious side effects too.

The assembly line sent defects and problems right on down the line where they piled up to be reworked or got delivered to the customer.  It reduced workers to task specialists and moved decisions away from the work.  It generated assembly line thinking in a lot of functional silos within organizations largely along departmental lines - finance, marketing, engineering, manufacturing became specialty bunkers.

Although hospitals have always viewed themselves as much more than factories, many of their approaches to getting work done came right out of Henry Ford's manufacturing plants.  Goals are set on the basis of departments.  Departmental goals are substituted for process.  Delays and errors become inevitable.  Different departments with different goals and priorities make problems with handoffs inevitable.  Accountability blurs, the bureaucracy thickens and costs rise.

If you were to go into one of Henry Ford's "old" factories, you'd find similar machines grouped together.  All the stamping machines would be in one part of the factory, all the drill presses in another, all the die machines in another and the painting got done in still another.  In the old factory, you'd see inventory riding all over on forklifts and filling big warehouses.  You'd find that the manufacturing people didn't meet with customers and suppliers.

In their book, The Virtual Corporation, William Davidow and Michael Malone described the difference between a U.S. factory and the Japanese version: "Whereas the GM plants' wide aisles were crammed with indirect workers (workers on their way to relieve a fellow employee, machine repairers enroute to troubleshoot a problem, housekeepers, inventory runners) adding no value to the actual product, the Toyota plants' narrow aisles were almost deserted.  Practically every worker in sight was adding value to the car."  

Further, the Toyota plant had only about one hour's inventory on hand.  (There was no warehouse.)  Any worker could stop the line yet none needed to and there were no defective cars awaiting rework or repair.  At the GM plant, only senior managers could stop the line, yet it stopped frequently because of machinery breakdowns and parts shortages (despite weeks' of inventory on hand).  The GM rework area was jammed with cars.  All along the Toyota line, the workers were busy while at GM some were working as others sat around waiting.  The Toyota workers were described as purposeful, the GM workers as listless.

You don't have to look far to find the indicators of an old factory well entrenched in just about every hospital in America.  Do we have similar machines all grouped together?  Do we have inventory riding all over the factory?  (Look at it this way, the patient is both customer and inventory.)  We wouldn't have gurneys if we didn't have inventory on the move.  And to deal with capacity constraints, we add beds.  The hospital functions as a warehouse.  There'd be no such thing as multiday "average length-of-stay" if this wasn't the case.

Do the "manufacturing people" in health care meet customers and suppliers?  Actually, this is an area where we do pretty well because doctors, nurses and other producers of care have a lot of contact with patients.  It's in administration where hospitals often fall down.  To test this ask yourself, "When was the last time a hospital executive sat in the emergency room for an hour and just watched and listened?  When was the last time he went up and walked on a nursing floor at 3:00 a.m.?  When's the last time she visited a doctor in her office?"

What happened to manufacturing in America?  Well, it fell off the tracks.  Rates of productivity and growth dropped.  R&D shifted from steady improvement of products to big breakthroughs.  And the financial guys traded long-term profits for short-term profits.

According to Paul Strebel in his book, Breakpoints, "In the early '80s, one out of every six employees at Ford of Europe was a controller, auditor, or financial person of some kind.  Among other things, finance made the decisions about pricing and production scheduling.  The operating line mangers depended on finance to provide them with the numbers needed for their decisions.  In addition, there were monitors to monitor the monitors.  Despite or perhaps because of all the control, Ford's production costs remained well above those of its Japanese competitors."  At Ford, the finance guys long resisted participating on process improvement teams.  In fact, they described any of their colleagues who got too close to manufacturing or engineering people "as going native."

America paid a big price for not moving beyond Henry Ford.  David Halberstam called it The Reckoning in his book of that name.  Financially driven American manufacturing ran into a Japanese system built in an environment defined by scarce resources and constant uncertainty.  Following Toyota's lead and the lessons set forth by Taiichi Ohno, the Japanese had concocted a production system infinitely more flexible and resilient than Henry Ford's.  If Ford had forged a revolution, then Toyota and Ohno set loose a counter revolution.

Ohno's revolution was called "lean production."  John Krafeik of the Massachusetts Institute of Technology described lean production in the following way:  "Lean production is 'lean' because it uses less of everything compared with mass production - half the human effort in the factory, half the manufacturing space, half the investment in tools, half the engineering hours to develop a new product in half the time.  Also it requires far less than half the needed inventory on site, results in fewer defects, and produces a greater and ever growing variety of products."

As hospitals and doctors recognize they are indeed involved in manufacturing and ought to make the best of it, they have a choice to make - cling to tenets of the "old factory" or embrace the principles of the new including lean production.

In Japan, operations have always been viewed as strategic.  The Japanese don't make the clear distinctions between operations and other parts of the business that we do in the U.S.  There may be some cultural factors at work.  Japanese brush calligraphy, called Shodo, is viewed as much as a philosophy of living as an art form.  Shodo describes the art of coordinating mind, body and brush.  There is no line drawn between thinking and doing in Shodo.

The same wholism shapes Japanese manufacturing.  You can't separate Japanese manufacturing strategy from its marketing strategy or its human resource strategy or its financial strategy.  There is a great deal of interconnectedness.

In trying to understand how the Japanese revolutionized manufacturing and with it the field of management, it's useful to think in terms of four key characteristics.  The terms are mine but they describe the essence of the Japanese approach:

1. The Mindful Stream

Margaret Wheatley conveyed the power and wisdom of fluidity beautifully in her book, Leadership and the New Science, when she compared effective organizations to a mountain stream, "This stream has an impressive ability to adapt, to shift the configurations, to let the power balance move to create new structures.  But driving this adaptability, making it all happen, is the water's need to flow."

Peter Drucker has noted that there are different kinds of teams and some are more fluid than others.  A baseball team can accommodate a lot of individual stars.  It is routine.  Positions are assigned.  Everybody has a very specific role to play.  The batting order can be juggled, the pitcher replaced, but it is a highly routinized game.

Football is more fluid.  There are huddles on the field.  There's a play book but the course of the game and the competitors' reactions are much more uncertain.  Football is less predictable and more fluid than baseball.

Basketball is even faster moving and less responsive to play books.  More decisions are made on the court.  You don't carry a playbook to the basketball court the way you can to a football game.  When a play gets mapped, it gets scratched on a board in front of the bench in real time.  Decisions are made on the spot and are driven by immediate circumstances.  Participants play both defense and offense.  Basketball is even more fluid than football.  Business in today's unpredictable environment requires basketball teams more than baseball teams.

What's a fluid team look like?  Well, it shares all the characteristics that constitute any true team.  First the team members all share a common purpose about which everybody agrees.  They have a mutual vested interest in success.  They share information freely.  They are loyal to each other.  Each member of the team adds value.  Team members can multitask.  The fluid team can adjust quickly because its members are not locked into specific roles and structure.  Apply the characteristics of a fluid team to those who work in most hospitals today.  How well do we really function as any kind of a team, let alone as a fluid team?

Allan Cox in his book, The Homework behind the Teamwork, defines an effective team as:  "A thinking organism where problems are named, assumptions challenged, alternatives generated, consequences assessed, priorities set, admissions made, competitors evaluated, missions validated, goals tested, hopes ventured, fears anticipated, success expected, vulnerabilities expressed, contributions praised, absurdities tolerated, withdrawals noticed, victories celebrated, and defects overcome."

To encourage fluidity, the Japanese "de‑layered" their organizations and put workers into multifunctional roles.  In some instances, American companies emulated their Japanese competitors.  The Chrysler Viper was built by workers who all fit into one job class - "craftsman."  The Viper development team was made small - 85 people compared to their typical Chrysler new product development team of 1,400.  Chrysler let suppliers design and build critical parts and components.

Organizational fluidity extends beyond teams of flexible workers.  Photos taken in a Toyota plant show two Camrys and a Lexus moving down the same assembly line.  Fluidity does not mean an abandonment of standardization.  Quite the opposite.  A Camry and a Lexus share thousands of common parts, hundreds of common workers, scores of common processes.  Indeed, standardization provides the foundation for rapid fluidity and customization.

In a marketplace characterized by constant change and where customers are increasingly responsive to customization of services and products, flexibility is an obvious virtue.  The mindful stream suggests an organization willing and able to turn on a dime, to abandon the obvious and sack the conventional.

2. August Clouds

The second characteristic of Shodo management recognizes the interconnectedness of things as well as their primacy.  What happens on a hot, sunny August day?  The sun comes up, heats the ground along with streams, oceans and lakes.  This gives off humidity, which forms afternoon clouds, which often leads to a storm, which causes rain to fall - and around we go.  There are some fundamentals at work here, of course - water, sun, earth and air.  And there are processes in play including thermodynamics, condensation and gravity.

Most organizations, it has been suggested, only have five or six fundamental processes.  It is these processes which, when improved, create the most leverage.  Of course, processes don't exist in splendid isolation.  They are themselves interconnected with one another.

Process improvement must begin first with understanding.  Understanding of the big picture - what things are fundamental, and how they are interrelated by processes.  Without the sun, there would be no clouds, but the same would be true if there was no water.  Without a clear sense of the driving "macro processes," all process improvement at subordinate levels is potentially much ado about nothing.  By discovering the critical process levers in an organization and its environment, radical improvements can be made on the order of 60 to 70%.

By recognizing production processes as circular systems rather than linear chains, smart companies have found that they can link parallel activities.  Boeing used its computers and information systems to allow it to design and build airplanes in "waves" instead of in production lines.

The Japanese look at markets as if they are systems.  At Sony, acquisition of Columbia put the company into the music and the movie business.  Sony envisioned its electronic equipment as hardware and it viewed music and movies as software.  It's a perspective that only makes sense if you take a systems view.

The Japanese concept of "kaizen" is a cornerstone of August Clouds.  Author, Masaaki Imai, calls kaizen, "ongoing improvement involving everyone - top management, managers, and workers.  If asked to name the most important difference between Japanese and Western management concepts, I would unhesitatingly say, 'Japanese kaizen and its process-oriented way of thinking versus the West's innovation and results-oriented thinking.'  In business, the concept of kaizen is so deeply ingrained in the minds of both managers and workers that they often do not even realize that they are thinking kaizen."

Kaizen is circular and reinforcing.  Improvements give rise to improvements which give rise to more improvements and ultimately to improved quality and speed as well as reduced costs and increased customer satisfaction.

3. On Falcon's Wings

Speed represents a third characteristic of Shodo management.  The new imperative is to offer the highest quality, the lowest cost, in the least amount of time.  Speed, like quality, creates a seeming paradox.  Just as it was once assumed by many that higher quality costs more (when it actually costs less), it has also been assumed that as you pick up the pace, costs will rise and quality will fall.  After all, "haste makes waste," right?  Apparently not.  It has to do with "cycle times."

Cycle time relates to how long it takes to complete a task or activity.  If, for example, it takes 1 hour to complete a task and you decide to cut cycle time by 30%, haste may indeed make waste unless you build in a feedback loop reinforcing the learning and improvement generated from each cycle.  If you complete 3 cycles within the time period previously required for one then theoretically the amount of learning and improvement should increase significantly over the time period (there are now three feedback loops compared to one).

Consultant George Stalk popularized the importance of speed in the U.S.  He has some rules that apply to speed.  There's the ".05% to 5%" rule which suggests that products and services receive "value" only .05% to 5% of the time they are in an organization's system.  The other 99.5% to 95% of the time they are simply waiting.  They are waiting for the service or product ahead of them to be finished.  They're waiting for physical or intellectual rework to take place.  Or they're waiting for management to say it's O.K. to go on to the next step.

There's also the "1/4 to 20" rule, which suggests that for every quartering of time consumption there is a doubling of productivity and a 20% reduction in cost.

Finally, Stalk talks of the "3 x 2" rule.  If your organization grows at three times the average rate of its industry, then it will usually enjoy twice the profits.

In Japan, auto lots full of new cars are rare.  Traditionally, most cars were sold door-to-door and to a lesser extent in showrooms which usually have only one car in inventory for every model available.   Most cars in Japan are manufactured to order with no excess inventory sitting in the lots.  Land is scarce in Japan.  There's no room for big dealer lots full of cars.  Limited inventory requires rapid production.  

Speed can be a tremendous competitive advantage in the marketplace.  Historically, Toyota has introduced four new car models for every three Detroit brought to market.  In the late '70s, Honda honed its falcon speed on Yamaha.  Yamaha made the mistake of threatening to displace Honda as the leading motorcycle company.  Honda responded by swamping Yamaha with new motorcycle models.  In 18 months, it introduced 113 new motorcycles, eventually forcing Yamaha to surrender.  American manufacturers caught on.  Harley-Davidson applied speed to its manufacturing process and reduced the average time needed to manufacture a motorcycle from 360 days to less than three.

Other American companies have learned to play the game too.  In Japan, Coke introduces a new product every month.  They have to be prolific and fast in the Asian market where 1,000 new soft drink products are introduced each year.  

4. Kami Sama

The fourth characteristic of Shodo management is Kami Sama, which in Japanese means simply that the "customer is god."  It reflects a saturation of the organization with the customer perspective.

Ford knew how to handle customers.  He let the dealer do it.  Ford viewed his dealer network as a buffer for his manufacturing process.  He wanted to smooth his production and did that by loading up dealers with inventory.  That set the stage for a long, strained relationship between manufacturers and dealers.  And it put customers outside the manufacturing circle isolating them from the processes that created value.

One reason the Japanese outpaced America in marketing is because the U.S. was still practicing socioeconomic market segmentation while the Japanese had transitioned to lifestyle segmentation.  The Japanese go at product design and marketing like anthropologists.  They wander around parking lots.  Go to picnics.  Attend baseball games.  They spend a lot of time watching what people do instead of listening to what they say.  Customers will lie to you.  There's an old saying that the Japanese adhere to - "If you want to understand a man, watch his feet, not his lips."  There was an overt effort in many Japanese organizations to push the customer perspective deep into manufacturing with what they describe as Kansei engineering which describes the "absolute awareness of both reason and emotion."

The Japanese have historically ignored accounting reports in favor of market experience.  They've demonstrated a consistent willingness to accept lower profits to build market experience and customer closeness.  They set prices based on what they view as market realities rather than turning pricing over to accountants.

When Canon decided to bring a copier to the U.S. market, it set its target price first (less than $1,000) then reverse engineered backwards from the price.  When they cost out components, the Japanese have them costed by those who are most familiar with manufacturing rather than by finance types in a distant corporate bureaucracy.

For the Japanese, winning in a market or an industry was the objective, not profits.  There is a difference.  The philosophy in Japan is that profits follow market success, not vice versa.  In Japan, marketing and manufacturing have blended into an increasingly seamless flow of activities targeted to ever rising levels of customer satisfaction.

While America has lost preeminence in many industries - automobiles, electronics, office products - in health care innovation and technology, we are still regarded as among the best in the world.  That puts us in pretty much the same position as the American auto industry was in the '70s.

In health care, we have not yet faced foreign competition or the power of the thinking that undergirds Asian management.  We have never experienced the unrelenting competitive pressure that has been heaped on other American industries.

Of course, we do have more pressing imperatives for changing the way we deliver health care in America other than preparing ourselves for the prospect of global competition.  Skyrocketing costs, uncertain results, and impatient buyers create an environment hungry for dramatic results.  Yet, too often our response has been to simply pave the cow path and hot wire the status quo.

We are in the business of manufacturing care.  We must constantly consider radical redefinition of how we get our work done and be open to the abundant lessons in factories throughout the world.  To contend that we are different and somehow immune while powerful new practices have revolutionized other industries reflects a dangerous myopia.

	Shodo Management at Mayo

After spending some time studying Mayo Clinic, I concluded that it is perhaps the most Japanese of all American enterprises.  When I shared that thought with some of the folks in Rochester, I was surprised to learn that they had already concluded the same thing about themselves.

Shodo management reflects the "Mayo way" very well.  The clinic has long relied on teamwork as the foundation of good management and makes heavy use of multidisciplinary teams of doctors, physical therapists and nurses.

It has always demonstrated a strong appreciation for systems thinking.  When the Mayo brothers recognized a gap in the health care services provided in Rochester, they fostered the growth of a thriving (and independent) family practice-based group practice called the Olmsted Clinic.  It also had a clear understanding of the importance of Sunbelt communities in retaining its Midwestern patient base.  As a result, it launched its satellites in Jacksonville and Scottsdale.

Although Mayo makes decisions based on consensus, it can move fast when it needs to.  And when it moves, it usually does so with forceful commitment.  It moved south quickly and moved just as quickly to acquire clinics and hospitals in Wisconsin and Iowa.  No health care organization approaches Mayo's ability to move patients and medical records with speed and efficiency.

And few organizations have built their reputation as firmly on being customer oriented.  As Will Mayo frequently pointed out, "The patient's concern is the only concern."
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