
A. Lean Leadership  

Iôve just started reading another book on lean 
and have gotten to the routine section where 
all authors stress the importance of 
leadership for any organization attempting a 
lean transformation. As usual, I see no 
details on what is meant by lean leadership. 
This lack of specifics in most lean books has 
always puzzled me. Iôve seen many 
successful lean initiatives and many that 
have not lived up to expectations. What is 
the difference between success and failure? 

In terms of leadership, we need to articulate 
those things that an executive sponsor must 
do so they are not doomed to failure. Itôs not 
good enough to be a big talker or a half-
hearted cheerleader; it takes someone willing 
and able to walk the talk and fulfill their role 
as the executive sponsor. 

Leveraging what I have experienced and 
seen with successful lean transformations, a 
few specific elements appear to be 
associated lean leadership. I believe four 

specific elements zero in on what an 
executive sponsor must do to provide lean 
leadership. 

These four elements are: 

1. Organize for Success:  Get the right 
people on the bus. Every lean initiative 
should have a qualified project manager 
supported by a cross functional team, a 
steering committee, and all affected 
stakeholders. The executive sponsor is 

the only one that can effectively pull 
together the right people and get their 
commitment for the role they need to 
perform. Anything worthwhile should have 
active participation from the suppliers and 
customers of the process that is being 
improved. 

2. Promote Education:  Get everyone on 
the same page and using the same 
cookbook. While there is flexibility in 
defining a strategy for creating a lean 
supply chain, an organization must follow 
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the five principles of lean, focus on the 
elimination of waste, and define 
organizational standards for common 
activities such as value stream mapping. 
The executive sponsor should get 
educated on lean leadership and begin 
changing the conversation to defining 
value, eliminating waste, employee 
empowerment, and other lean concepts. 
The project manager must obtain 
extensive training on using lean tools, 
managing a lean project, and then 
develop an education plan for everyone 
in the organization. 

3. Demonstrate Support:  Remove 
roadblocks and show you care. A good 
project manager will bring obstacles to an 
executive sponsor and will also bring the 
solution. As they say in Maine - letôs get 
the moose on the table; with lean 
transformations, most obstacles are 
people who donôt want to change. The 
executive sponsor can keep a project 
moving and avoid future catastrophe by 
clearing small obstacles early and 
quickly. Many times, clearing these 
obstacles will involve a short and precise 
telephone call to someone not yet with 

the program. This conversation does not 
need to be a big confrontational meeting. 
Another means to demonstrate support is 
to be visible and engaged with all 
employees working on lean improvement 
activities. An executive sponsor should 
attend some of the training courses and 
many presentations from kaizen blitz 
events. One example of lean leadership 
is an executive who attended training for 
warehouse personnel on the 5S System 
and then committed to implement the 
concepts to clean up and organize her 
own office. 

4. Track Accomplishments:  Leverage that 
steering committee and standard 
methodology we discussed earlier. The 
standard methodology used for guiding 
your lean transformation will provide ideal 
points for updating the steering 
committee. The executive sponsor must 

own the schedule of steering committee 
meetings and set expectations with the 
project manager on the accomplishments 
to be discussed at each meeting. One 
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standard methodology recommends the 
following steering committee meetings for 
a targeted lean project: 

¶ Confirmation of the Business 
Case:  The steering committee 
approves the overall scope of the 
project after discussion of the 
benefits, costs, and other relevant 
information. The executive sponsor 
must invest time in the details of 
the business case paying close 
attention to the scope of the 
project. An effective outline for the 
business case is: 

¶ Current Situation 
¶ Trends and Best Practices 
¶ Statement of Need 
¶ Scope 
¶ Benefits and Objectives 
¶ Costs and Resources 
¶ Justification 
¶ Organize for Success 

¶ Define Value:  The project team 
presents the information obtained 
from customers of a value stream 
or a segment of value stream. For 
a complete value stream, external 
customers will have provided their 
feedback on what they value in 
your products and/or services. 
When the scope is the segment of 
a value stream, the feedback will 
generally be from internal 
customers. The executive sponsor 
must ensure that external or 
internal customers have been 
contacted and that the correct 
conclusions have been drawn from 
their responses. 

¶ Current State Value Stream Map:  
The project team will present the 
current state value stream map 
and identify the waste they have 
found. There may also be a 
number of quick wins that have 
been implemented. It is very 
important for the steering 
committee to see the actual map 
and understand where the 
opportunities exist. The executive 
sponsor must look closely at the 
current state value stream map 
and agree that it covers the scope 
of the project and that it provides 
the level of detail required to 
identify waste. 

¶ Future State Value Stream Map:  
The project team will present a 
proposal for the future state value 
stream where much of the waste 
has been eliminated and a number 
of new best practices are adopted. 
It is very important for the steering 
committee to see the actual map 
and understand how the future 
state will be an improvement from 
the current state. As with the prior 
meeting, there should be a number 
of quick wins that have been 
identified and implemented. The 
executive sponsor must evaluate 
the proposed future state map and 
ensure that best practices have 
been incorporated into the design. 

¶ Implementation Plan for Future 
State:  The project team lays out a 
plan that will create flow, leverage 
pull, and then stabilize the value 
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stream in a mode of continuous 
improvement. This will also include 
a discussion of costs. The 
executive sponsor must ensure the 
implementation plan is balanced in 
terms of technology, people, 
processes, customers, and 
suppliers; it should have 
milestones and deliverables that 
will help in tracking progress. 

¶ Implementation:  Depending on 
the scope of the improvement, 
there may be multiple updates to 
the steering committee as the 
future state is implemented. The 
executive sponsor must remain 
e n g a g e d  d u r i n g  t h e 
implementation and keep the 
steering committee active as each 
major milestone is achieved. 

To summarize the elements of lean 
leadership is to acknowledge that the 
executive sponsor must do the things that 
the lean project manager cannot do 
effectively. We define lean as the 
systematic elimination of waste . While 
leadership involves soft skills that successful 
executives develop during their careers, I 
believe that lean leadership requires us to 
leverage the ñsystematicò component of our 
lean definition. 

Lean leadership is the systematic 
application of executive sponsorship 
techniques  as outlined in this article: 

1. Organize for Success 
2. Promote Education 
3. Demonstrate Support 
4. Track Accomplishments 

Doing the above four elements will lead to 
success in crafting a lean supply chain. I 
wish you well on your lean journey. 

Mike Loughrin, CLM, CSCM, CSCP 
Chief Executive Officer 
Transformance Advisors Inc. 
mloughrin@emailta.com 

B. 6-Packed Conference Announcement  

Transformance Advisors proudly announces 
that our own Bob Forshay and Mike Loughrin 
have been selected to speak at the APICS 6-
Packed Conference. This conference is 
recognized as one of the top supply chain 
conferences in the world and we are honored 
to participate. 

The 6-Packed Conference will be held on 
February 26-27, 2010 in Dallas, Texas. This 
yearôs conference features a general session 
with 6 concurrent tracks. 

On Friday, February 26, Mike will discuss 
Peak Oil and the Impacts of Demand 
Destruction. When the price of oil surged in 
2008 and then plummeted, we experienced 
demand destruction which is the predicted 
response to a demand and supply imbalance 
with inadequate preparation. At this time, we 
are seeing the first phase of demand 
destruction. When peak oil really kicks in, we 
will see a relentless decline in supply. Mike 
will discuss the need for supply chain 
management professionals to prepare their 
organizations for the coming realities of a 
relentless decline of supply and the need for 
massive investments in conservation and 
alternative solutions.  

On Saturday, February 27, Bob will present 
Leadership Vs. Management. This 
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presentation explores how professionals can 
directly affect and easily achieve the desired 
outcome of operations and the roles that 
professionals have as business leaders by 
understanding leadership concepts in 
addition to management practices. 
Participants will learn how to identify key 
aspects of an effective leadership approach, 
understand ways to improve outcomes more 
often, reduce stress, build a stronger team, 
and get the desired results. Each participant 
will craft a personal improvement plan. 

Mike will return on Saturday to share insights 
for Crafting a Lean Supply Chain. This 
presentation will explore the four elements of 
a lean supply chain, leveraging the five 
principles of lean, and the systematic 
application of four executive sponsorship 
techniques that provide the lean leadership 
required for success. The presentation will 
emphasize the integration of multiple lean 
enterprises through an intense focus on 
maximizing end-to-end performance through 
the analysis of value added, non-value 
added, and business value added activities 
and the elimination of waste in the entire 
value stream. 

For more information about the 6-Packed 
Conference, please visit www.6Packed.org 
or email khickey@emailta.com. This 
conference is an exceptional educational 
opportunity and we hope to see you there. 

C. Demand Destruction, Phase 1  

Are we seeing the first phase of demand 
destruction for oil? 

I was talking with a colleague this week 
about peak oil accelerating the desire of 
organizations to craft lean supply chains. 

Research suggests that rising oil prices 
impact supply chain dynamics in manners 
that are best understood through total landed 
cost analysis and network optimization 
studies. 

Some studies, including those published by 
SCDigest, suggest that oil at $150 a barrel is 
the tipping point where transportation costs 

can overwhelm 
the low labor 
costs in far 
away countries; 
the result is a 
total landed cost 
calculation that 
f a v o r s 
production and 
d i s t r i b u t i o n 
facilities close to 
the customer.  

The price of oil 
hit $147 a barrel 
in the summer 

of 2008 with many organizations feeling 
enormous pressures on their cost structures; 
some could have been at that tipping point 
where they have an inherently uncompetitive 
supply chain. 

Letôs repeat that ï ñthey have an inherently 
uncompetitive supply chain.ò 

And now, oil is cheap at about $80 a barrel. 

Does this mean the storm has passed and 
an extended supply chain leveraging low 
labor costs and lots of transportation is the 
best approach? Are lean supply chains the 
wrong priority and is peak oil nothing but a 
scary story to tell around a campfire? 

My belief is that the drop in the price of oil is 
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exactly what has been predicted by 
proponents (including me) of peak oil. Our 
predictions included how the price of oil 
would surge as supply and demand become 
unbalanced. Then, given inadequate 
preparation, the response to this price surge 
would be demand destruction. 

The following chart shows the worldwide 
demand and supply for oil for 15 quarters 
through Q309, as reported by the US Energy 
Information Administration. In this chart, we 

see a dramatic drop in demand beginning in 
Q108. This drop put demand less than 
supply and created conditions for the plunge 
in the price of oil. 

I believe the chart shows us the first phase of 
demand destruction. People are driving less 
and we have a large decline in economic 
activity with a US recession officially starting 
in December of 2007. Unfortunately, demand 
destruction has only reduced demand to a 
point where we now have adequate supply. 

A number of peak oil experts presented their 
findings at an Association for the Study of 
Peak Oil and Gas (ASPO) conference in 

Denver last October. The assessment from 
many of these experts is that worldwide oil 
production will soon or may have already 
peaked. We may never again exceed the 
level of 85.8 million barrels per day reached 
in Q108. Optimistically, we may still reach a 
level higher than 85.8 million barrels per day, 
but the prospects of reaching levels forecast 
by some at 90 to 95 million barrels a day 
seem hopelessly out of touch. The 
demonstrated declines from established oil 
fields and the small amount of new 
discoveries suggests that supply will not 
simply rebound to the old levels and beyond 
when demand picks back up. If true, we will 
see small variations in total supply before the 
onset of a relentless decline. 

This implies we still need massive 
investments in alternatives and conservation, 
or we will see additional phases of demand 
destruction. In addition, supply chain 
management professionals need to be 
looking over the horizon and preparing their 
organizations for the future. At 
Transformance Advisors, we are serious 
about helping you prepare your organization 
through education and leadership 
development activities required to craft a 
lean supply chain. 
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