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Our focus this morning is to share ...
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Outputs & Insights

... from the pre- ... based on the
conference survey and our
survey experience in
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process
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a About Evolve

Houston-based implementation consulting firm

Specialists in helping clients develop and implement their
own major business improvement programs that deliver
results and build capability

Leverage an integrated approach across the dimensions
of results, processes, systems, behaviors and change
leadership

Focused on oil, gas and chemical industries

Track record of successful programs with many of the
companies in the room today
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January 25,2010
The Wall Street Journal
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Process Excellence: A Definition

(n) - The set of tools, methodologies and
approaches aimed at continuously improving

the effectiveness and efficiency of activity,
information, product and service flows from
suppliers to customers, while at the same time
developing the sustainable capability of the
people who support these processes.
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18-question survey sent to
participants plus invited participants
41 responses

Vast majority of responses were from
leaders in the oil and gas sector
Results are not necessarily
representative or statistically
significant



“Process Excellence” goes by many names ... even
within a single organization

What Does Your Company Call “Process Excellence”?

Operations Excellence
Continuous Improvement
Lean Six Sigma

Other

Process excellence

Lean

Business Process Improvement
Six Sigma

Process Optimization
Business Transformation
Technical Excellence

Change Management

Business Innovation

0 2 4 6 8 10 12 14 16
Number of Times Cited by Respondents

In our experience, companies make a distinction between WHAT needs
to be excellent (e.g., Operations, Process) versus HOW to achieve that
excellence (e.g., through Lean, Six Sigma, Technology or Innovation).
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Reducing cost is the current priority for process
excellence

Top Three Priorities over next 6-12 Months

Reducing/Controlling Costs
Improving Quality/Customer Satisfaction
Eliminating Waste
Reducing Process Cycle time
Optimizing Production
Improving Skills and Competencies
Implementing Lean/Six Sigma
Increasing the Level of Standardization
Improvement Performance Against Existing PE Standards
Improving Safety
Improving Maintenance Effectiveness and Reliability
Systems Integration/Enterprise Architecture
Organizational Restructuring
Improving Supply Chain
0 5 10 15 20 25
Number of Responses
Teams focusing on process excellence still have to deliver the goods when it
comes to hard, financial benefits.
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Number of Responses
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According to respondents, there is no single structural
principle for the organization driving process excellence

Is the Organization that Drives Process
Excellence Centralized or Decentralized?

Centralized Decentralized
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Leadership direction and support is the overwhelming
“critical success factor”

Top Three Critical Success Factors

Leadership direction and support
Effective metrics and measurements

Strong focus on results

Process Excellence goals tied to Performance
Management

Bottom-up approach

Effective support organization

Executive ownership of results

Buy-in by all work groups and organizational levels
Communication

Process and subject-matter experts

Commonality and consistency of approach

Strong focus on training

0 5 10 15 20 25 30
Number of Responses

It is interesting to note that a strong focus on training is not seen as a critical
success factor, yet this is where a lot of process excellence programs start.
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g \L Although training is seen as effective, it appears to be

more effective when results expectations and focus areas
are defined upfront

How effective are these approaches?

Very ineffective More ineffective
than effective

“Train people in the tools
and techniques of
process excellence and
see what results can be
delivered

“ Develop clearly defined
results and focus areas
and train/coach people
to achieve them through
process excellence

More effective Very effective
than ineffective

Challenging the organization to deliver a stretching result presents the
opportunity for change agents to develop relevant skills and capabilities to

“rise to the occasion”.
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A common business-wide approach is seen as more
effective than independent pursuit of process excellence ...

How effective are these approaches?

25

20 “Develop a common,

business-wide

.5 approach

Number of Responses

10 ¥ Allow business units

to pursue the way
they see fit

Less effective More effective
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... but it’s the “little” things, like Kaizen events, that
provide the greatest benefit

What interventions are providing the greatest benefit?

Kaizen Events

Process re-design
Coaching and mentoring
Score-carding and metrics
Six Sigma projects

Staff training

Leadership development
IT/System implementation

Organizational restructuring

0 1 2 3 4 5 6 7 8 9

Number of Responses

Kaizen events are a good example of interventions that combine skill and
capability development with the pursuit of a tangible operational
improvement resulit.
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| L Respondents rate themselves as “effective” at employee
involvement and developing internal capability

How Effective is Your Organization in the Following Areas?

Involving employees at all levels of the organization in Process
Excellence efforts and continuous improvement.

Developing internal capability and capacity to drive Process Excellence
and continuous improvement.

Assessment of the current state of Process Excellence in order to
identify improvement opportunities.

Deploying continuous improvement and change management tools and
techniques to drive Process Excellence.

Using data and metrics to drive continuous improvement. “More Effective
“Less Effective

Translating results from Process Excellence into financial results.

Systematically managing and governing Process Excellence efforts
across the business.

Treating Process Excellence as a “way of working” rather than an
initiative.

Rewarding risk-taking and innovation in Process Excellence.

6 5 1I0 1I5 2I0 2I5
Number of Responses
However, there is a challenge in rewarding risk-taking and innovation,
moving process excellence beyond being an “initiative” and systematic
management of process excellence efforts across the business.
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Methodologies are more robust in “technical” areas as
compared with the “softer” side of continuous
improvement

How well defined is your company's methodology in these
areas?

25

20

15
“Less defined

10 " More defined

Number of Responses

Operations excellence  Process improvement Organizational Change management
effectiveness

There is an opportunity to more clearly define and communicate
methodologies, particularly in the areas of organizational effectiveness and
change management.
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There is also an opportunity to integrate the various
elements of process excellence

To What Extent Are the Components of Process Excellence
Integrated (i.e., Operations Excellence, Process Improvement,
Organizational Effectiveness and Change Management?

25 1
20 1
15

10 -

____

Less More

An integrated approach helps people see how improvements in one area of
process excellence enable, or reinforce, others to deliver greater value.
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There is a strong view that process excellence is
providing a financial return

What level of financial return has your company achieved
through the implementation of Process Excellence?

Returns in excess of 3:1

Returns meet minimum expectations

Too early to tell

Not measuring

No return
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' ;*',L The majority of respondents feel that current efforts will
g take a year or more to deliver results, although many are
already realizing benefits

How long do you feel it will take for your current Process
Excellence efforts to deliver solid financial results and make
significant business improvements?

Mors than 2 years
1-2years |
6 months t 1 year N
36 montrs.
e ——

Less than 3 months

We are there now

Number of Responses
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“ And overwhelmingly, the view is that it takes more than
two years to change the culture

How long do you feel it takes to embed Process
Excellence as “the way we do things around here”?

more than 2 years
1-2 years

6 months to 1 year

"I|

3-6 months

Less than 3 months

o
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Number of Responses
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There is little commonality within companies, let alone
between them, so it makes clarity and consistency in
approach all the more important.

What we take from this survey

Visible leadership commitment and sponsorship
continues to be critical.

Efforts will be more effective if they focus on a results-
driven approach instead of a training-driven approach.

There is a real need to tie together process excellence
efforts with behavior and culture change.
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An Agenda for En C Excellence in 2011

* Thinking Outside of the (Tool)Box

— Augmenting the focus on deploying improvement “tools” (value-stream mapping,
statistical analysis, SOPs, audits) with an emphasis on behavior, culture and
new “ways of working”.

* Delivering in the Short Term ... Building in the Long Term

— Continuing to rally the organization around stretching results, and challenging
teams to create improvements that deliver tangible benefits while at the same
time recognizing that sustainable culture change is not achieved overnight.

* Keeping it Big and Small

— There is value in having a common and consistent approach to process
excellence across the business, a common vehicle for implementation ... AND
... that people really only learn about making change happen through small,
local interventions where the “work gets done”.

* Integration

— There is value in integrating not only process excellence approaches,
methodologies and elements, but also in integrating the focus on results,
processes, systems, behavior and leadership of change.
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The real challenge ... ownership

Expert Practitioners

Line Leadership




*  Seth Tyler
* seth.tyler@evolve.cc
° +1(281) 974-6979

* John Norcross
* john.norcross@evolve.cc
° +1(508) 667-3103
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