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Preface

This document is both a Reference Model and a Case Study. It is intended for the executive, strategic planner, manager, consultant, and business engineer who is looking for a model based on a real example rather than an abstraction.

Though there are discussions on the methodology and tools employed in the construction of the model and the application to Remmele, this document is not intended as a guidebook for applying the tools and reference model structure to additional industries or companies—such will be the subject of subsequent documents.

Several definitions are in order to put the document in proper perspective:

· Agility – The ability of an organization to adapt proficiently (thrive) in a continuously changing, unpredictable business environment

· Change Proficiency – Competency at causing and dealing with change

· Agile Enterprise – A broadly change-proficient enterprise; an enterprise that exhibits competency at causing and dealing with change in the important competitive business practices of its business sector

· General Reference Model – Issues of change across a representative generic set of critical business practices 

· Industry Reference Model – General reference model with maturity stages identified for industry-specific critical practices

· Case Study – Company-specific responses to the issues of change posed within a reference model, and a synopsis of maturity status

Section A: An Introduction to the Reference Model

Agile processes and strategic objectives for the agile enterprise have been the subject of a growing number of corporate investigations, research efforts, and government initiatives internationally since 1991; yet each year a more vocal demand for an enterprise-wide reference model is raised. This document answers that demand by providing the first comprehensive agile enterprise reference model. 

Sponsored by the Agility Forum, this 1996 reference model project had two principal goals: 1) design a reference model structure that effectively captures and displays the essence of enterprise-wide competency at both proactive and reactive change; and 2) validate the design with a rich, comprehensive example that provides an instructive reference case for an entire enterprise. The purpose is to provide a defining profile with examples for business managers and executives responsible for strategic planning, operational management, and reengineering.

The reference model spans 24 interrelated critical business practices in 6 categories: strategic planning (3), business case justification (3), organizational relationship management (7), knowledge management (4), innovation management (4), and performance metrics (3). The seven organizational relationships focus on business units, employees, partners, suppliers, customers, information systems, and production systems. Each of the 24 practices is presented in a 3–5 page structure that provides: a generic definition, the framework and modules of a case-study practice that fits that definition, a set of generic proactive and reactive change issues, case-study responses for each issue, and finally, a change proficiency maturity synopsis that evaluates and displays the competency of the case example using the recently developed Change Proficiency Maturity Model. 
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The case study providing the examples is of Remmele Engineering: a $100 million, four-division, five-plant, Minnesota-based machining company that serves aerospace, defense, electronic, medical, automotive, and electronic industries. Remmele was chosen very carefully for its observable broad proficiencies at change, discovered when the Agility Forum's Operations Focus Group conducted an analysis of production practices there in 1995 [1, 3]. It is important to understand that Remmele exhibits more competency at broad change proficiency than any other company we have examined to date and owes this competency to procedures that are instructive and exportable to companies of any size and in any business sector. Thus, the lessons to be learned from the Remmele case are not restricted in applicability to their specific industry, nor are they dependent upon Remmele's size or private ownership status.

We define an agile enterprise as one that is broadly change-proficient; i.e., it exhibits competency at causing and dealing with change in the important competitive business practices of its business sector. There are three key concepts involved in this definition: change proficiency, critical business practices, and competency. Each of these concepts and the analytical tools employed in the case-study development will be discussed briefly.

A five-stage maturity model framework was recently developed as a tool to assess existing corporate competency at change proficiency, as well as to prioritize and guide an Agility transformation or improvement strategy. The framework is based upon a progression through five stages of working knowledge and strategic focus for practices and procedures, with separate competency tracks for both proactive and reactive proficiencies. The framework is used to build a Change Proficiency Maturity Model for a specific business practice.

We focus on change proficiency as a necessary and fundamental enabler for the agile enterprise. We also recognize that an agile enterprise can be as simple as a portfolio management company that constantly reshuffles the inagile resources it controls, or as complex as a vertically integrated organization concerned about the Agility of each of its operating units, which in turn are concerned about the Agility of each of their key business processes. Complexity aside, all enterprises have frequent occasion to weather change, and each does so with its own degree of proficiency, or lack thereof. Some deal with each event as they come, some learn naturally from each event and get better at the next change, and some recognize competitive value in mastering the process of change.

Important Definitions

1. Change Proficiency – Competency at causing and dealing with change.

2. Change Proficiency Metric – The performance item(s) to be measured in order to assign a comparative. competency value to change proficiency: time, cost, robustness, and scope.

3. Change Proficiency Issue – The item to which the metric will be applied (e.g., formation of partnership).

4. Change Proficiency Measure – Time is measured in units of time, cost in units of money, robustness in predictability, and scope in lost opportunities and initiated innovations.

We do not gauge a company's progress toward timeless mastery at change proficiency by accumulating points for practices like teaming, mass customization, virtual partnering, integrated product/process development, and other such very important concepts of the day. Instead, we look for more fundamental capabilities that allow a company to adopt and integrate whatever operating concepts are important today as well as those yet undefined that will become important tomorrow. Implementing today's competitive practices says nothing about the ability to implement tomorrow's. 

The gauge of process mastery that makes a company timelessly agile measures a continuum from novice to professional at change proficiency. The nature of process improvement and mastery has become a major focus for many industries in the last few years. Maturity models developed by others for process mastery at total quality management (TQM) and also at software development have both provided role models for the Change Proficiency Maturity Model [7]. 

The framework shown in the accompanying figure is the foundation for the maturity model. The five stages of maturity provide a metric for measuring a company's proficiency on the two axes of interest: proactive and reactive change proficiency. The key change issues for each critical business practice are developed using Response Ability analysis, which refers to a collection of analytical methods based on eight Change Domains, four in the proactive realm and four in the reactive realm [1, 5, 6].
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The five-stage framework for change proficiency depicted in the accompanying figure moves from “accidental" to "mastery" as the business element under examination develops more competency at adaptation.

As a company progresses through these maturity stages there is a specific and different emphasis on change proficiency metrics at each stage. These metrics are associated with the change process itself and refer to the time to affect a change, the cost of making a change, the quality (robustness) of the change process, and the breadth (scope) of the change capability. 

Of course all of these metrics are interrelated and all are important when evaluating any specific change capability—such as creating a new product or doubling plant capacity to meet unexpected demand—but the process of maturity places special 

emphasis on individual metrics at each stage. Being able to take advantage of an opportunity while the opportunity is meaningful makes time the initial focus, even if a premium has to be paid. After the "cycle time" of instituting a change is sufficiently under control to hit the "market window," the cost of making these changes enters the spotlight. When both time and cost are acceptable, the focus turns to predictability and consistency, or the quality of the change process. Finally, when good, sound change proficiency capabilities are understood and managed, an organization gains competitive advantage by broadening the range of application.

Some level of competency in the change domains of Stages 1 and 2 are required of virtually all companies today. On the proactive side, creation (e.g., product realization) and improvement (e.g., cost reduction) are change capabilities that are at the very focus of today’s competitiveness. Likewise on the reactive side, correction (e.g., fixing/replacing broken resources) and variation (e.g., accommodating customer preferences) are equally at the entry level for playing today’s game. 

The more advanced Stages 3 and 4 are where preemptive competitive capabilities emerge. On the proactive side, migration competency prepares an organization in advance to weather major transitions as non-events, while modification competency ensures that unique capabilities can be added and eliminated with relative ease. On the reactive side, expansion competency handles opportunities like production-rate doubling or necessities like staff reductions as painless events, while reconfiguration competency reassembles existing resources into new productive configurations easily. These more advanced stages generally require an underlying purposeful design rather than a mere diligent honing of skills.

The Accidental Stage is characterized by the lack of any change-process recognition, yet change manages to occur. The actual process is ad hoc: typically exhibiting false starts and retries, unpredictable completion dates and costs, surprising results and side effects, and undesirable reactions from, and effects on, the personnel involved. On the obvious bad side are: grueling overtime, downsizing, multiple reengineering attempts, management fad-of-the-day, fire-fighting, and expediting.

The Repeatable Stage is typically based on anecdotal “lessons learned” from past change activities. Specialists and talented SWAT teams are recognized for prior successes and abilities to repeat these in relatively quick time frames.

The Defined Stage begins to recognize formal change processes with documented procedures. The base of potentially successful practitioners is broadened as process rather than intuitive talent becomes appreciated. Metrics for the change process are identified and predictability becomes an elusive desire. Typically procedures at this stage are rigid and based on studied experience and analysis.
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The Managed Stage is characterized by the appointment of change managers (business engineers) with established responsibilities, though they may neither be called such nor recognized as such. An evolving knowledge base of change process fundamentals begins to emerge, appreciation for and participation in the corporate change process is widespread, rigid procedures are loosened, and predictability is the norm.

The Mastered Stage is characterized by a principle-based, deep appreciation of adaptability; an understanding that process alone is not sufficient; and a conscious engineering and manipulation of the structures of business practices and organizational infrastructures. Like a flock of birds swooping and turning as a unit, corporate change loses its event status and takes on a constant fluid motion.

To assess the maturity of a practice one identifies the knowledge base employed in decision support, the metric focus of active strategies, and the exhibited competencies in both proactive and reactive change—all relative to a previously determined set of change issues. Experience with the Remmele case study found no difficulty in reaching a clear assessment consensus among the three team members for each of the twenty-four business practices. Though it is generally expected that separate assessments of proactive and reactive competencies in a specific practice will result in two separate maturity levels, this was not the case with Remmele. In all instances the proactive and reactive competencies for a specific business practice were identical. The team believes that this is due to the content, strength, and pervasiveness of Remmele's specific corporate ideology, which addresses the concept of continuous change at its core.

It is not the purpose of this document to provide a training or users guide for employing the Change Proficiency Maturity Model. This tool and a deeper discourse on its application methodology is the subject of a forthcoming paper to be presented at the Sixth National Agility Conference in March 1997.

Twenty-Four Critical Business Practices—The Reference Model Armature
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Enterprise Agility is not something that happens because technology is put in place, or because machines are configured differently, or even because all business systems are reengineered for reconfigurability. Agile enterprise occurs because of business practices.

Business practices are the way we do things and why we do them that way. Explicit practices are codified in our procedures manuals and mission statements; implicit practices are part of the unwritten “system” and culture, and the more powerful because that’s the way things really work.

A “short-list” framework of business practices impacting an enterprise’s change proficiency critical in today’s general competitive environment was recently identified. This framework is the result of workshops conducted by the Agility Forum’s '95/'96 Agile Business Practices Focus Group and reflects the realities and concerns in sectors that include electronics, autos/trucks, aerospace/defense, chemicals/process, computers, software, business reengineering, and management consulting.

The purpose of this framework was to identify those areas that lack sufficient attention, yet are timely and critical in today’s competitive environments. It ignores many competitively necessary and timely practices, such as “listening to the voice of the customer” and “integrated product and process development,” that already enjoy high visibility and significant implementation examples. Instead, it illuminates items that meet three specific criteria: 1) they deal specifically with important competitive change proficiency competencies, 2) instances of good implementation and usage are relatively rare and not well understood, and 3) industry in general appears prepared to tackle these elements as a natural next step in its transformation to broader-based change proficiency. 

This, then, is the frontier of a constantly advancing front. It 
is what industry is ready to do next, where “industry” is a representative amalgamation of the diverse states of various industry sectors into a single picture. 

Reference Model Business Practice Format
(Example from Remmele Case Study)
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Critical Business Practice: Strategic Plan Buy-In

 

– The process of gaining a sense of ownership and

commitment to an organization's vision and strategies by the members of the organization. Generally applicable

Agility issues include the depth as well as the breadth of commitment and understanding throughout the

organization, the accommodation of substantive changes in the implications of commitment when appropriate, and

the ability to bring new membership in the organization to an equal sense of ownership quickly.

The foundation of the buy-in process at Remmele is the corporate ideology and its emphasis on accountable

empowerment, open communication and trust, and the strong sense of family-team that pervades the organization.

Within this framework the employees, their personal rewards, and the implications of strategic concepts determine

local and personal operating modes.
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Mastered Stage (4) for Both Proactive and Reactive Change Proficiency

Proactive Modification Competency:

Innovative contributions to the operating modes

that satisfy strategic plans and vision occur as a

matter of course, with employees exercising

pre-screened skills and fulfilling expectations of

their relationship to the organization. For

instance, the station operators are the process

innovators in the mature cells at the Production

Machining Division (Plant 30). In another plant it

was noted that the suggestion box has been

virtually abandoned as a time delay, if it's good

the employees just do it.

Reactive Reconfiguration Competency:

 The corporate

ideology embraces the concept of continuous change at the same

time that it relies on a stable set of beliefs and values. The stable

foundation of beliefs is what enables the reinterpretation of

acceptable strategies. Plant 30, for instance, is under pressure to

obtain new business to keep its people employed and is

considering a wide range of real prospects that may require a buy-

in and operating mode different than previous experience. Past

examples of such re-thinking include both “clean room” and “small

parts” activities which had no prior precedence, were considerably

different than the experience base, and required reinterpretation of

strategic concepts into local and personal implications.

Principles Knowledge Base:

 Remmele’s Strategic Policies contribute explicitly: “In the interest of enhancing

the psychological ownership of our business by all employees we will continue to (1) involve people in the process of

making decisions which affect them, (2) provide for decision making and problem solving at the most appropriate

level, (3) encourage risk taking, and (4) empower employees with the freedom and authority to make the decisions

necessary for effective job performance.”

Scope Metric Focus:

 

Time and cost of securing buy-in for corporate and divisional objectives is not a concern,

as the corporate ideology responsible for most of this "practice" is virtually invisible—it just happens. Robustness is a

non-issue for the same reason: ideological drivers ensure that responsible ownership is the stable state of the

operating environment. Emphasis is now placed on broadening the involvement of employees in the decisions that

affect them and helping them develop the personal skills that they need in order to take on increased responsibility.


This is not a comprehensive taxonomy of business practices, nor are the category groupings a suggested decomposition of a business model. In the near future one would hope that a different set of practices would be appropriate as the focus moves on to subsequent priorities. Thus, the framework employed here is not timeless, but rather timely: it is both actionable and a necessary next step in general progress today.

There are issues about the change proficiency of a given practice, as well as issues about that practice’s ability to support a change-proficient enterprise—both are important, for it is difficult to envision an agile enterprise supported by rigid practices, unless those practices are easily discarded and replaced, which implies an agile practice framework.

This reference model project adopted as an armature the critical business practices identified in the ‘95/’96 workshops [4]. As a first application for this framework, the eight-month project effort naturally resulted in some refinement and modification to the original taxonomy, eliminating one redundant practice and strengthening definitions for many others.

One of the 24 critical business practices used in the reference model is Strategic Plan Buy-in. Simply deciding to do something different at the top is a long way from getting a massive company to buy-in to that process and actually do something different. 

For instance: Clearly responding to a market demand created by Sun’s Java and Netscape’s browser, Microsoft's recent rabbit-out-of-a-hat Internet strategy is testament to the ability of a billion-dollar company to turn on a dime. Microsoft accomplished this feat in less than a year. The important difference is in the corporate buy-in process. 

In any specific industry sector some of these 24 critical business practices are the battleground for competitive position, while others are still uncommonly employed; and the mix is different in different industry sectors.

For Microsoft and others in their industry, the practice that routinely achieves strategic plan buy-in appears to be a basic competitive requirement for everyone. In other industries, like metal parts machining for instance, the common requirement for competency at this practice may still be in the future. Of course, a machining company with unique and decided competency at total and rapid buy-in can differentiate itself from all others quite advantageously.

The accompanying synopsis description of this buy-in process at Remmele Engineering omits the back-up detail and implementation examples found in the reference model, but it does show the important issues addressed by the practice and an awesome degree of competency.

Exactly what this competency means to Remmele in its industry sector is a relative question; one which separates practices that are commonly recognized already in a business sector from ones which are still uncommon. The accompanying figure suggests how these two practice classes might characterize a company’s competitive strengths in current and future areas of import. Keep in mind that competency at future differentiating advantages generally translates into preemptive advantage today—something borne out by Remmele’s uncommon performance. 
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In Conclusion

Today it is fairly easy to hop in your car, turn on the ignition key, step on the gas and brake pedals alternatively while steering, and arrive at your destination. But before that was possible somebody had to invent and build engines, tires, roads, and a lot of other complicated stuff; and make sure that all the pieces and subsystems were compatible and functionally integrated. That’s what has happened with this reference model and case study. We had the major subsystems conceptualized [5] and even some focused case examples documented [2], but until we tried to drive it down the road we hadn’t addressed the integration and completeness issues. 

This is a first attempt at integrating these concepts, and it was sometimes difficult to find precise meanings and interpretations for some of the business practice areas. We invite you to view these offerings as data and enlightenment, not as science and unambiguousness. There were times when we had to stop the (team-internal) debate in the interest of getting something done. Too many of the debates were circular and recursive, not leading to any unambiguous end-point. Well, such is life. If it were absolutely straightforward with a single correct interpretation there would be little left to the contest. Like people, there is no one correct yardstick that all can be measured against, some are better at some things then others, and the permutations are infinite. At any point in time one collection of strategies may be better suited for existence in a specific environment than another, but at another time or in another place the bets are different.

There are three elements in this reference "model": the first is an enterprise framework provided by the 24 critical business practices, the second offers a list of 200-plus objectives provided by the change issues, and the third gives examples of how one company, Remmele, successfully addresses most of these issues. Of the first: these 24 practices are presented as neither the only ones nor the particular ones that you might want to consider in your business, but they do provide a rich and comprehensive armature. Of the second: these 200-plus issues are not claimed to be universally appropriate; but they do provide a solid pro forma for any company to build upon. Of the third: Remmele's way is not the only way to attain change proficiency in the issues that face them—though we have come to believe that Remmele’s reliance on an ideological infrastructure is a very powerful and perhaps even optimal way.

In addition to the reference model, we have included an assessment of Remmele's change proficiency maturity. We did this to discipline ourselves in the analysis and presentation of the reference model and also to verify that Remmele was in fact a role model of change proficiency.

Though we have tried to make each of the critical business practice sections reasonably stand alone, they are not totally independent, else they would each have to be much longer. Thus, reading about Strategy Innovation Management assumes the reader will also read the three related practices of Strategic Plan Vision, Strategic Plan Dissemination, and Strategic Plan Buy-In, as well as the three related practices of Product Innovation Management, Process Innovation Management, and Practice/Procedure Innovation.
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We offer this reference model as a starting point to help you begin your own introspection. It identifies many key issues that must be addressed or at least considered when you set out to become more change proficient than you currently are. Importantly, it provides a means for competitive comparison and prioritizing improvement strategies. It also displays one company's approach to addressing most of these issues successfully. 

Section B: An Introduction to the Case Study—Remmele Engineering Incorporated

They know what their competitors do, they know what their customers think, they know what technology has to offer, and they know what their capabilities are. They know. The reasons they know are because they listen and because they continuously probe for the latest developments in all of these areas—and because they are genuinely curious and committed learners.

The company goal is to “Be the Best,” the company T-shirt says “Pride in Quality,” and the company people know how they stand in the industry. And yes, there is what appears to be some elitism here; but it stems from a shared ideology, the totally involved pursuit of objectives, and the active and open discourse that takes place among tightly aligned and highly competent teams, not from a sense of superiority. There is no arrogance here.

The biggest fear expressed by management during our analytical phase was that our report would hold them up as an untouchable paragon and create the seeds of hubris where none exist.

Management need not fear an onslaught of hubris from this portrait of the company. William Faulkner could have been explaining what drives Remmele when he wrote: “Don’t bother just to be better than your contemporaries or predecessors. Try to be better than yourself.” At most, this portrait will set a new mark to beat; but more than likely it will quickly become an aging snapshot in the history photo album.
History

The story and success of Remmele Engineering, Inc. (REI) are based on the vision of its founder Fred Remmele. In 1926, he immigrated to the United States from Heilbron, Germany. A skilled tool and die maker by trade, Mr. Remmele quickly found work in the Midwest, eventually settling in St. Paul.

Over the next 20 years, he became a well-known and respected tool and die craftsman. During this period, however, he became increasingly disturbed by the disorganization of most machine shops. He also noticed that many employers displayed a lack of consideration toward their employees. When good ideas surfaced from the shop floor, they were often ignored by mnagement.

In 1949 Fred Remmele put his ideas about managing a company to work. Along with Thomas S. Zastrow, he started a tool and die business—the Fred L. Remmele Co. The firm was based on certain principles, including a respect for employees, a flexible and progressive management philosophy, a commitment to community service, and a desire to set the highest standards in both machining and in the design of custom machines.

In the beginning, the Fred L. Remmele Co. made custom equipment for producing curved printing plates, produced tools and dies, and did contract machining. Mr. Remmele's management style and the quality of his work gained him a steady stream of customers. Within a year, it was incorporated as Remmele Engineering, Inc. Within two years, it had moved to a new location and had 15 employees.

Over the next ten years, REI continued manufacturing custom-designed machines, including photo register equipment used in the printing industry and tape applying machines for 3M. REI also continued providing contract precision machining services.

As the company grew, Fred Remmele didn't forget those who helped make it a success. In 1956, he instituted the company's first profit-sharing plan. In 1962, Remmele Engineering moved again; this time to a 27,000 sq. ft. facility. To take advantage of the space, Mr. Remmele added $100,000 worth of new equipment. At this point, employment had grown to 55. By the end of the year, it had jumped to 75 and company sales exceeded $1 million.

The years between 1960 and 1980 marked a period of rapid expansion. In 1963, the company developed the fixtures that support the appliance during injection of foam insulation in refrigerators and freezers. It also developed machines to assemble typewriter ribbon cassettes, place magnetic tape on ledger cards, package carbon paper, and plate chain. In response to the growth, the company continued expanding—first to 44,000 sq. ft, then to 73,000 sq. ft. In 1970, the company purchased 67 acres near Big Lake, Minnesota. Eventually, it built two plants on the property.

Early on, Fred Remmele decided against borrowing to finance capital equipment. Instead, he used internal funding resources to acquire new machines and additional capabilities. The philosophy remains. Even today, the company finances virtually all its capital equipment using "inside" sources. Outside financing is occasionally used to purchase property and erect buildings.

In June of 1971, Fred Remmele retired as president of REI. He remained on the board until his death in 1981. Before he left the company, Fred Remmele made sure that it remained true to his vision of dedication to customers and employees alike. To that end, the company developed its own training center in 1974 and continued the machinist apprenticeship program that had been started in 1965. In 1975, it elected the first two members of an outside board of directors.

By 1976, REI reached $8 million in annual sales. To boost revenues, it set up a national sales rep organization. Within six years, revenues exceeded $26 million. Once again, the company added equipment and plant space, this time by purchasing a plant for its automation systems activities. In the late ‘80s, the company continued investing in equipment and people, often committing to a promising technology, then later finding the business to support it. By 1989 sales exceeded $60 million.

Today, Remmele Engineering has more than 475 employees and annual revenues of approximately $90 million. Its customers include computer companies, automotive manufacturers, the aerospace/aircraft/defense/space industry, and others. Even though the company is one of the largest job shops in the United States, it maintains the same philosophy that Fred Remmele began.

Operating Philosophy

Remmele's overall corporate goal is to be the "best in its field." The company also emphasizes customer satisfaction, employee satisfaction, profitability, and growth. To achieve these goals, Remmele has adopted several operating principles. These include:

1) Maintaining a small plant atmosphere: Remmele feels that good communication is important for profitable growth. To that end, the company guidelines state that the optimum desired employment at any one plant is 200 people and, to avoid excessive dependence and to limit risk, has guidelines that also limit the percentage of resources it will dedicate to one customer and the amount of business it will take in any one industry.

According to Remmele's management, this philosophy has a number of advantages. It helps management maintain close working relationships with their customers as well as their employees. It encourages diversification of jobs and customers. It allows Remmele to maintain a nurturing environment. It gives employees the opportunity for recognition based on their contributions, and that leads to high morale. It also allows Remmele to avoid dramatic declines that come from having "all their eggs in one basket."

In addition, keeping the plant small enables customers to know everyone involved in their job. For their part, the employees feel a sense of "ownership." Recently, a prospective customer visited one of Remmele's plants unannounced and met with the group supervisor and machine operator, as management was otherwise engaged. The operator showed the customer how he was going to approach the project and showed his thought preparation with a software package that displayed the tool path he had worked out. The prospect became a customer, impressed that Remmele's operators knew exactly what they were going to do from a technical perspective during the estimation and proposal stage.

When a plant grows too large, Remmele will spin off one of its capabilities into an independent operating unit. This helps maintain an entrepreneurial atmosphere, sense of excitement, and team spirit within the company. Employees want to know "When are we going to split off and become our own plant or division?"

2) Encouraging Employee Loyalty: The company's overriding philosophy is "We all succeed or fail together."

Remmele tries to empower everyone. For example, when the company was deciding whether to establish high velocity machining capability, it formed a committee of a half-dozen people, four of whom were machinists, to make the recommendation. The committee searched the world for the best equipment available, eventually visiting machine manufacturers in France and Germany, and talking to their customers. The committee returned with a recommendation that was presented to all divisional employees by the machinists on the committee.

To insure availability of the highest skilled machinists, and encourage the learning environment, Remmele invests as much as $100,000 in apprenticeship and training programs for new employees. The company also provides 100% tuition reimbursement for every employee, in any field as long as it is related to some function at the company.

Remmele is a non-union shop that believes in paying its employees a competitive wage. Remmele competes for highly skilled people where journeyperson machinists can earn $50,000 per year or more. In addition, the company maintains a profit-sharing program based on corporate profitability.

The company values its employees as family and will reduce hours to avoid layoffs. It conducts a yearly attitude survey. It will give employees as much responsibility as possible. For example, machine operators in one division are also responsible for purchasing, quality control, and machine maintenance. In essence, they are in charge of their own performance and their own success. To that end, Remmele employees are often involved in the hiring process. Typically, those who will work with a potential employee will interview and help make the hiring decision.

For their part, employees are encouraged to suggest improvements and develop solutions to customer problems or demands, instead of waiting for solutions to come from management. They are also expected to return the company's loyalty through their performance on the job, in keeping with the corporate goal to "Be the Best" in its field.

3) Practicing the Art of Informed Risk: Remmele encourages its employees to make decisions based on knowledge. Mistakes and even losses are accepted as part of the learning curve. 

The company invests heavily and constantly in new technologies and is recognized by both competitors and customers for its leadership here. Typically the company will commit millions of dollars to a new technology or piece of equipment, and to the learning curve, before taking the capability to market.

Recently a five-axis machine was purchased without any exhibited interest from customers to influence the decision. It had been using three-axis capability for some jobs that could use a five-axis machine effectively, and they perceived a potential market for five-axis machine application. After learning and experience with the new equipment developed knowledge and skills, the company promoted the capability to current and potential customers. This led to the new tooling "design and build" segment of its business.

In another example, a particular part needed more cost-effective production. Both the customer and Remmele looked for ways to reduce or eliminate assembly time and the need for assembly equipment. Remmele spent a year and half exploring process technology alternatives. The knowledge the company gained not only helped them address the customer's needs but served to increase machining speeds in applications throughout the company.

Their eye is always on the long term. When learning is combined with perceived potential they will subsidize a loss. Its Automation Division was carried through several years of money-losing operation when conditions changed that removed a traditional market. Belief in the people and the perception of long-term value, coupled with hard-working attempts at different approaches, now pays off as the plant has returned to profitability.

Organization and Lines of Business

In 1996 Remmele Engineering consists of five plants grouped in four divisions. They are a privately held company with shareholders among the descendent family of Fred Remmele, who turned over the presidency in 1971 to Ron Pfleider, a long-time customer at Franklin Manufacturing. Mr. Pfleider was succeeded in 1976 by Mr. Remmele's son-in-law, Bill Saul. Mr. Saul is now semi-retired and chairman of the board. In 1984 Mr. Saul turned over management of the company to the current president Tom Moore and others notably not of the founding family. Management is clearly responsible for the operation and strategic direction of the company at this point and enjoys a relationship with its board similar to that of a public company. 

The General Machining Division has two plants. Plant 10 produces low quantity or small lot runs in a 111,000 sq. ft. facility that incorporates design/build of tooling, fixturing, and fabrication and utilizes five-axis machining and other advanced equipment to produce parts up to 10 tons and 10 feet. Plant 40 is a 153,000 sq. ft. facility that produces low volumes and large parts (up to 75 tons and 100 feet) and features a 100 ft. CNC 7-inch milling and boring machine and a five-axis mill with 63 feet of travel.

The Repetitive Batch Machining Division is housed in Plant 20, a 49,000 sq. ft. facility dedicated to repetitive batch manufacturing of medium-sized parts and assemblies in medium volumes. It specializes in parts that can fit within a two-foot cube and features machining centers and flexible manufacturing systems with operating speeds up to 40,000 RPM.

The Production Machining Division is housed in the 60,000 sq. ft. Plant 30 facility. It features a focused-factory cell concept that does a lot of dedicated outsourcing and can produce high volumes of precision machined parts. It is particularly suited to work in the two-foot-cube-and-under category, with special capabilities for miniature precision machined parts typically under one cubic inch in size. The plant also features a class 100 clean room. 

The Automation Division is in the 87,000 sq. ft. Plant 50 and houses engineering and design services for developing one-of-a-kind factory automation equipment and systems. The facility contains design, 

fabrication, parts machining, assembly and testing capabilities.

In Conclusion
Remmele showed some initial concern that we would paint them as too accomplished, taking the edge off their continued quest. Later, when reviewing our maturity assessments, the opposite reaction occurred: Some of the management team felt that they were not showing as good as their striving-to-be-the-best should produce. We suggested that they were so far ahead of anyone else that this didn't matter and that this whole area of change proficiency is not an area that has a history of focus as yet. We also observed that things were moving so fast that our snapshot of Remmele's status was already fading. In the eight-month project effort we witnessed information technology strategy come a long way in the direction of greater change proficiency maturity, we witnessed a high velocity machining experiment turn in to a new line of business, and we witnessed one division that had lost important sustaining business come back with a vengeance. 

Principles play the key role in Remmele's achievements, and we refer to collections of these principles as frameworks for many of the individual critical business practices. No attempt has been made at this point to reduce the principles to a minimal but sufficient set in each of these cases, as that exercise is beyond the scope of this work—but nevertheless a very promising avenue of exploration.

Yes, they are mainly a family-owned business, but don't make the mistake of dismissing them as a role model because you are a massive publicly-traded corporation. Here is a laboratory you can observe.

No numbers can capture and compare an agile enterprise any more than a single figure of merit can compare two living organisms for viability in untested circumstances; such a thing is organic by nature. We go through this numeric exercise to discipline our thoughts and broaden our exploration—much like many view the exercise of Baldrige application rather than actual implementation as the value. It is a mistake to think that there is anything absolute about the figures of merit we will show. Developing them and showing them, however, is thought-provoking and leaves behind a richer understanding in the wake.

Please pardon the multiple use of specific stories in the case study. Many are so rich in detail and implementation breadth that they provide good example material across many different business practices. The points being made, however, are different in each use.

So read on, and see an agile enterprise in action. It is not always on top of everything—but it has practices in place to recognize and attend to those areas that fall from grace—and the constant pressure of unrelenting change requires constant vigilance, as no area is brought to the top once and for all.
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Section C: Integrated Reference Model and Case Study
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1.3 Strategic Plan Buy-In: The process of gaining a sense of ownership for, and a commitment to, pursue an organization's vision and strategies by the members of the organization. This is a stronger and more desired form of dissemination. Generally applicable Agility issues include the depth as well as the breadth of commitment and understanding throughout the organization, the accommodation of substantive changes in the implications of commitment when appropriate, and the ability to bring new membership in the organization to an equal sense of ownership quickly. 
The foundation of the buy-in process at Remmele is the corporate ideology and its emphasis on accountable empowerment, open communication and trust, and the strong sense of family/team that pervades the organization. Within this framework the employees, their personal rewards, and the implications of strategic concepts determine local and personal operating modes. Highly mature practices freely reinterpret the relationships between strategic concepts and local and personal implications when appropriate opportunities arise.

	Proactive Change Proficiency Issues

	Creation
	· Creating a sense of ownership and commitment to the vision

	Augmentation
	· Improving the ability of people to understand and implement the vision and strategy

	Migration
	

	Modification
	· Encouraging innovative self-directed vision and strategy fulfillment

	Reactive Change Proficiency Issues

	Correction
	· Helping employees that have difficulty with accepting responsibility and commitment

	Variation
	· Encouraging different manifestations at different plants when situations warrant

	Expansion
	· Gaining ownership among new employees quickly

	Reconfiguration
	· Moving people freely without impediment from different operating modes and incentive programs


Creating a sense of ownership and commitment to the vision
· The employees display a great sense of pride in the company and an expectation to function as accountable contributors, exhibiting a strong family identity and common team spirit. This ideological commitment appears rooted in the corporate Guiding Principles (see Appendix) and touches everyone with the increasing emphasis on involving all people in the decisions that affect them. It is clear that management has not abdicated the responsibility for certain key decisions—like how much will be allocated for capital—but these decisions are only reached after a great deal of serious employee input is formally obtained. For instance, periodically a database of competitive pay scales is developed by looking at other companies and various national sources. Until the late '80s a management committee would analyze this data and make general increase recommendations to the president. Now, all employees are given this data along with a form letter to the president that allows them to make a thoughtful and knowledgeable recommendation. Experience shows that the majority of people deliver a well-reasoned number that is considered carefully by the management group. In recent years the approved increase has been consistently within half a point off the averaged employee recommendation. 

· One manager offered that psychological ownership is powerful and apparent here and the essence of Remmele's success: "People here are so much in charge of what they are doing that they can hardly help but feel ownership. People are employed with the expectation that they will probably be here forever if things work out, and that imposes on Remmele the need to provide tools that will help them be more valuable to the organization. This is the management mind-set".

· Commitment and buy-in are also supported by the tools of open information and rewards tied to company success, discussed in detail elsewhere. "Companies in which everyone helps make money will outperform companies in which only a few people at the top see that as their job. In the new economy, creating a company of business people is the ticket to survival—and prosperity…Open-book management doesn't make everybody equal. It just assumes that everybody on the payroll has a stake in the business's success—and that companies work better when people understand that stake."1
Improving the ability of people to understand and implement the vision and strategy
Exemplifying the involvement-in-decisions-that-affect-you point, as well as showing how the company supports personal knowledge development that enables ownership and deeper understanding: One division manager recently took four machinists on a world search for the best high-velocity machining equipment. They shopped heavily in Germany and France where they spent time talking to customers and users. This involved 

· considerable time for each person away from revenue-generating work and required them to sort through the data and develop a recommendation, which they justified to other employees as well as to management. These people are now the resident experts on high-velocity machining and are responsible for integrating the capability into Remmele, and they own the decision.

Encouraging innovative self-directed vision and strategy fulfillment

· Trust-based relationships are actually alive and well at Remmele and quite solid because they are practiced universally in all relationships—not just for the inner circle of management or employees, but also for community, suppliers, and customers. When asked what was unique about working at Remmele, one shop worker offered: “We take pride in our work, look at the T-shirt slogans (Pride in Quality displayed on a few chests), and that’s what we take to heart. We don't like anything going out the door less than perfect, and we'll talk to the customer about it honestly if he wants us to ship before we have it the way we want it."

Helping employees that have difficulty with accepting responsibility and commitment

· When asked what would happen if a new employee gets through the recruitment screening and turns out to be on the less-engaged or less-prideful side, one shop worker said: "It wouldn’t happen." Another offered: "We’d talk to them and help them get up to speed." A third finished with: "Eventually they’d see that they didn’t fit and leave voluntarily, and if all else failed the supervisor would invite them to leave." 
Encouraging different manifestations at different plants when situations warrant

· Though the core ideology and corporate strategy establish a foundation, separate divisions are expected to interpret and implement strategic plans in a context that suits achievement best in their markets. The Production Machining Division, for instance, is organized around "focused-factory" cells dedicated to a single customer's requirement and has evolved a strong cross-functional–team work mode that accepts responsibility for maintenance, purchasing, recruitment, and other typical support functions among the cell's operators. Whereas station operation in a cell does not require the same capabilities that a machinist employs in another plant, it allows time for active responsibility in a broader set of business support functions. By dispatching these functions within the cell team, support overhead is minimized and employees gain a broader set of skills and an understanding of business operation.

Gaining ownership among new employees quickly
· Highly effective information dissemination practices, recruitment screening for self-motivated people, and an active help-your-fellow-employee-learn-the-ropes environment bring new employees up to speed quickly. All employees help the new people learn and practice the company way. Cell teams in the Production Machining Division, for instance, decide which new team members they will accept. They help each other come up to speed and take pride in saying that nobody has failed to fit in as yet.

Moving people freely without impediment from different operating modes and incentive programs
· Though there are some uncomfortable differences for veteran employees between the operating modes and skill sets used in the Automation Division (Plant 50), the Production Machining Division (Plant 30), and the three other machining plants, enough employees exhibit a willingness to go where the company needs them to satisfy the mobilization flexibility the company sometimes needs. Even at the apprentice level: one of the stated differences about Remmele apprentices was their willingness to go where the company needed them. On the incentive front, everybody participates in corporate profit sharing, based on total corporate results, with a floor that guarantees 3% of pay minimum will be contributed to the retirement plan. Anything available above that can be taken as cash or put into the retirement fund at the employee's discretion. Higher paid top management has a cap on the amount of profit sharing from this plan. The plan's focus on corporate results facilitates moving people among plants when appropriate.

	Change Proficiency Maturity—Strategic Plan Buy-In

Mastered Stage (4) for Both Proactive and Reactive Change Proficiency

	Principles Knowledge Base: The Strategic Policies (see Appendix) contribute explicitly: Involve people in the process of making decisions that affect them, provide for decision making and problem solving at the most appropriate level, encourage risk taking, and empower employees with the freedom and authority to make the decisions necessary for effective job performance.

	Scope Metric Focus: Time and cost of securing buy-in for corporate and divisional plant objectives is not a concern, as the corporate ideology responsible for most of this "practice" is virtually invisible, it just happens. Robustness is likewise a non-issue for the same reason; ideological drivers ensure that responsible ownership is the stable state of the operating environment. Emphasis is now placed on broadening the involvement of employees in the decisions that affect them and helping them develop the personal skills they need to take on increased responsibility.

	Modification Competency—Proactively Formidable: Innovative contributions to the operating modes that satisfy strategic plans and vision occur as a matter of course, with employees exercising pre-screened skills and fulfilling expectations of their relationship to the organization. For instance, the station operators are the process innovators in the mature cells at the Production Machining Division (Plant 30). In another plant it was noted that the suggestion box has been virtually abandoned as a time-delay. If it's good, the employees just do it, unless customer approval is needed.
	Reconfiguration Competency—Reactively Automatic: The corporate ideology embraces the concept of continuous change at the same time that it relies on a stable set of beliefs and values. The stable foundation of beliefs is what enables the reinterpretation of acceptable strategies. Plant 30, for instance, is under pressure to obtain new business to employ its people and is considering a wide range of real prospects that may require a buy-in and operating mode different than previous experience. Past examples necessitating such re-thinking include both “clean room” and “miniature machining” activities which had no prior precedence, were considerably different than the experience base, and required reinterpretation of strategic concepts into local and personal implications. 


1 Case, pp. 38 and 44.

2.1 Capital Investment Justification: The formal argument for making a significant investment in a depreciable item that will provide a wide latitude of capability and capacity alternatives quickly and with minimal cost. Here the emphasis is on a procedure that enables the acquisition of agile equipment and other agile capital items, though an agile procedure itself is also necessary to insure that it too can evolve. Typical Agility issues across industry generally include production and support resources with narrow capacity bandwidths, restricted capability ranges, and complex or rigid interfaces that optimize costs for specifically targeted output, but severely limit the ability to take advantage of additional opportunities and satisfy changing requirements.

At Remmele this practice has a solid foundation in the Strategic Policies’ (see Appendix) emphasis on growth, technological excellence, and knowledge-based informed risk, serving as the framework for allocating investment resources to capital requests that satisfy strategies and investment guidelines. In general, highly mature practices will reconfigure resources and investment guidelines to fit a broad range of capital areas and opportunities.

	Proactive Change Proficiency Issues

	Creation
	· Permitting capital investments that specifically accommodate an unpredictable business environment

	Augmentation
	· Reducing risk and increasing return

	Migration
	· Keeping up with new technology and new process

	Modification
	

	Reactive Change Proficiency Issues

	Correction
	· Investment decision turns out to be incorrect: market doesn’t materialize or technology is insufficient

	Variation
	· Different plants want different things, each on their own growth curve

	Expansion
	· Business is capital-intensive and growth requires increasing investments

	Reconfiguration
	· Adding equal capabilities for investment in areas other than machining and process technology


Permitting capital investments that specifically accommodate an unpredictable business environment

· Capital equipment is “cost justified” in the traditional financial sense only when it is being acquired specifically for reducing costs. The majority of capital investment at Remmele is for equipment expected to open or expand market potential, and that potential is the focus of the justification process. Capital is allocated among competing requests not on the basis of financial justification numbers, but rather on the strength of accumulated knowledge and the resulting gut feel of the people involved in the decision. Ultimately the president, with board of director concurrence, approves the annual total capital budget and allocation plan, but does so in consultation with the cross-divisional management committee responsible for recommending the annual capital plan. Remmele's president directly attributes their high hit rate on successful market entry to the fact that they don't justify on rate-of-return financial data alone, but rather on a broadly shared and deep-studied knowledge base. Recognizing the unpredictable nature of their markets (aerospace decline, computer disk-drives using less machining, etc), capital is funded from profits only, never from borrowing. So cash availability can be the limiting factor on next year's business—but uncertain or mercurial markets will not catch the company over-leveraged.

· Supporting Remmele's knowledge-based intuitive approach: "Whenever we allow ourselves to ignore the truth, the computer becomes the ally rather than the enemy of our conceptual errors. Those who live by the numbers may find that the mathematically inspired techniques of modernism have sown the seeds of a destructive technology in which computers have become mere replacements for the snake dances, the bloodlettings, the genuflections, and the visits to the oracles and witches that characterized risk management and decision making in days of yore."1
Reducing risk and increasing return

· Capital equipment for the General Machining and Repetitive Batch Divisions (Plants 10-20-40) is generally bought before any jobs are secured or sales activity begun, in order to reduce the risk associated with the learning curve for brand new technology. Investment decisions recognize equipment and technology that have multiple uses, such as five-axis machines that can do three-axis machining—so if the bleeding edge potential cannot be realized there are alternative ways to productively employ the new resources. 

The company ideology leans heavily on the concept of informed risk: There is a lot of tolerance for making mistakes if you have done your homework; but you will get called on the carpet if you cannot demonstrate and communicate a serious homework process. This ideological pressure comes from everywhere, not just from above: the people in the shop have questioned why computers were purchased and want to know what was 

behind the decision. When equipment was purchased for the Production Machining Division that didn’t work out, management had to spend a long time explaining to the shop people how they had reached the unfortunate decision. “Decision making is a real key factor in what we do,” so the decision-making process is constantly scrutinized by everybody. 

Keeping up with new technology and new process

· Remmele's investment guidelines favor new, top-of-the-pyramid technologies—those that offer new and under-served markets which can sustain the margins necessary to fuel the capital and learning-curve investments. A proactive commitment in the form of technical resources and market-search provides a grasp of emerging opportunities. This process has led to the current push-the-envelope investments in high-velocity machining, flexible manufacturing systems, and lights-out operation. Conversely, Remmele turned down a major job opportunity that required too much "new" process technology. It was new to Remmele, as they had no real in-house experience with screw machines, but old in terms of technology—and not leverageable into leadership competitive capabilities. Had the customer been better known to Remmele they might have accepted the risk. "It’s a question of knowing that the customer will work with you when you try things that you are not experienced with. We prefer customers who understand about the new-process learning curve."

Investment decision turns out to be incorrect: market doesn’t materialize or technology is insufficient

· Remmele has been known to sell off new technology quickly when it has become apparent that the motivating potential cannot be satisfied—sometimes because the technology is not ready for the application they had in mind, sometimes because the suspected market does not materialize for them quickly enough. In any event, the company is highly conscious of capital limitations and will convert disappointing experimental equipment to cash quickly for reinvestment in other promising areas.

Different plants want different things, each on their own growth curve
· Depreciation plus 40% of generated profits are suggested to the divisional managers as a capital investment guideline. On occasion, some programs require major and disproportionate capital investment relative to the divisional guidelines, such as the high velocity machining program for the General Machining Division. When this occurs it is evident that the company is capital-restricted, as some divisions must settle for less so that another can utilize more than the overall guidelines suggest.

Business is capital-intensive and growth requires increasing investments

· Corporate guidelines consider debt instruments as too risky for capital investment funding: The nature of the business is capital intensive, and investing through debt is a seductive path to being owned by the bank. As a result, strategic policies restrict business to that which returns healthy margins to ensure an adequate pool for investment; and specify that capital investment each year will at least equal the prior year’s depreciation. Actual investment amounts have consistently exceeded this depreciation minimum by a large margin. Supporting this Remmele practice: "The most important management act is the allocation of the company's capital. It is the most important because allocation of capital, over time, determines shareholder value. Deciding what to do with the company's earnings—reinvest in the business or return money to shareholders—is, in Buffet's mind, an exercise in logic and rationality….If the extra cash, reinvested internally, can produce an above average return on equity, a return that is higher than the cost of capital, then the company should retain all of its earnings and reinvest them. That is the only logical course. Retaining earnings in order to reinvest in the company at less than the average cost of capital is completely irrational. It is also quite common."2
Adding equal capabilities for investment in areas other than machining and process technology
· The Remmele capital investment practice is highly effective but narrowly focused, being heavily biased by the intuitive grasp that management develops for emerging machining technologies and markets. The industry is now on the verge of employing information technology as a competitive infrastructure for both customer interaction and for internal operations. To secure necessary capital, information technology investments will compete for the same pool of funds and will not compete evenly until the same breadth and depth of knowledge gathering and sharing is brought to bear. 

	Change Proficiency Maturity—Capital Investment Justification
Managed Stage (3) for Both Proactive and Reactive Change Proficiency

	Rules & Responsibilities Knowledge Base: The identification, acquisition, and sharing of knowledge about emerging markets, advanced technologies, and their potential synergy is specifically assigned each year as part of the corporate strategy and action plan, and in the search for emerging technologies there are two full-time dedicated and highly talented resources actively consulting across all divisions. The resultant understandings enable divisional recommendations and intuitive decisions based on informed risk rather than numbers by the capital investment management committee. The investment practice itself, however, is our real focus here, and the responsibility for the nature and management of that practice rests with the president. The knowledge base of rules governing the practice includes investing at least as much as last year's depreciation, using profits and not debt as a funding source, buying emerging technologies before they become commonplace, demanding comprehensive knowledge about both technology and potentially applicable markets, involving lots of people in the knowledge assimilation and debate in advance of a decision, and committing sufficient resources to the pre–market-entry learning curve.

	Robustness Metric Focus: The central appreciation for the role of capital investment at Remmele has spurred the development of a robust process, one that makes few poor decisions and has multiple recovery avenues in such rare instances. The underlying ideology of continuous learning and knowledge development values, rather than begrudges, the time involved in learning, and the application of highly qualified and dedicated resources to the technology-watch optimizes both the time and cost to the company of reaching informed decisions. By the same token, these dedicated resources broaden the corporate knowledge base to reduce the chance of uninformed decision making. These technical strengths are combined with an equally intense and continuous search for emerging markets, as well as a periodic analysis of existing and declining markets—further broadening the predictability of capital-investment success. Informed risk is the operative catch phrase at the company, and the stress on the "informed" part is precisely aimed at making the process robust.

	Migration Competency—Proactively Aggressive: Remmele has an excellent and active forward-looking process for discerning emerging technologies and markets. High-velocity machining is the largest investment being made in this area currently, but capital is also being directed at leadership technologies for flexible systems and lights-out operation. At the same time, an active pre-investment, knowledge-gathering, and strategy-development activity is underway for a corporate information technology architecture. Migration competency is also evident in the sometimes two-year learning-curve investment made in advance of initial sales activities, developing high skill in the emerging areas before they are taken to market.
	Expansion Competency—Reactively Sure: The fact that growth as well as simply maintaining Remmele's position and image in the marketplace are dependent on continuous and increasing capital investment serves to focus management understanding about these issues, especially the generation and allocation of annual funds. The current high-velocity machining program is focused on a single division, yet it has the dominant share of available corporate capital. All divisions support this unbalanced application of funds because they understand that investments in high-potential emerging markets by one division will ultimately increase available funds for the other divisions.


1 P. Bernstein, “The New Religion of Risk Management,” Harvard Business Review, March–April 1996.

2 R. Hagstrom Jr., The Warren Buffett Way (New York: John Wiley & Sons, Inc., 1995), pp. 80–81.

3.1 Business Unit Relationships: The inter-relationships that exist among the various operating units that constitute the organization, as well as the relationship these units have with the organization as a whole. Units might be departments, lines-of-business, production plants, divisions, groups, subsidiaries, or other accountable business entities. Generally applicable Agility issues include the breadth of relationships permitted with units outside the organization, autonomy to choose and negotiate inter-relationships among units within the organization, degree and nature of centralized functions and organization-wide standards, size of operating units, reassignment of unit functions and responsibilities, outsourcing/insourcing, functional core-competency development, and acquisition.

Business unit relationships at Remmele are governed by the Strategic Policies (see Appendix) and their emphasis on empowerment, autonomy, growth, risk management, and plant-size guidelines. The top-level business units include the centralized corporate functions and the four divisions (in five plants); within the plants there is a similarly structured relationship among the program/project manager business units, and within the program management units at the Production Division there is a similarly structured relationship among focus factory cells. 

	Proactive Change Proficiency Issues

	Creation
	· Establishing a self-organizing business-unit creation environment

	Augmentation
	· Growing a new business unit to self-sufficiency and on to unit margin objectives

	Migration
	· Developing top management successors; developing effective customer replacement

	Modification
	· Integrating non-traditional units such as Production Machining and Corporate Information Systems

	Reactive Change Proficiency Issues

	Correction
	· Fixing badly performing units

	Variation
	· Effective access to specialty spot-use resources outside the business unit

	Expansion
	· Developing new program/project managers and divisional managers

	Reconfiguration
	


Establishing a self-organizing business-unit creation environment
· The reader is referred to Appendix D that contains an excellent and necessary description of the organizational structure and organizing principles which will not be repeated here.

· Though Plant 30 was gained by acquisition, strong ideology at Remmele has made it difficult to add business units through acquisition: incompatibilities in culture and valuation are generally too great. This realization has come from experience and has strengthened the focus on creating an environment that generates new business units from existing ones. "We started out with machining and with automation as a single business in one plant (Plant 10). Some people ended up specializing in the parts and assemblies made for the automation group—so when more work came in and the place got crowded, these two different businesses were split and the Automation Division was spun-off (Plant 50)—with two separate P&Ls right away. But the cultural identity was still one company, just in two locations. The first real recognition of 'differentness' occurred when the third unit was formed by acquisition (Plant 30)—which created some 'we-they' feeling. Eventually Plant 30 split, creating Plant 20 when it was decided that the work-cell (Production Machining) business and the flexible equipment (Repetitive Batch) business are really very different: Work-cell equipment is specialized and may be sold off after the job goes away, whereas flexible equipment is applied to many jobs. The people are different too: different types of operators are needed for small-part-month-after-month vs. the operator who must run many different types of jobs with frequent and different setups. We have come to look at this spawning process with greater understanding and respect as each event occurs; with more decentralized autonomous empowerment concepts reflected in our Strategic Policies (see Appendix) as the years have passed."

· "Back in the '50s Fred Remmele felt that relationships with a customer were better if a Project Manager was the single-point customer interface, who also had full responsibility for the relationship as if it was his only business. The Project Manager concept started when Remmele was only a $3 million business. As plants spun off, it became evident that Project Managers could not be centralized at Plant 10 (where everything started), and instead had to be in the plant that did their work. Eventually we recognized that Project Managers in different plants required different skills. At Plant 30 you had long-term management and little new business work, whereas the Plants 10/40 Division needed just the opposite. There were also differences in working with portable carryable parts vs a heavy or large part that needed a crane—how you schedule and manage those 

jobs was very different. This meant we really had different kinds of project managers. Project managers have to be real self-motivated, as they are responsible for building a business without much direct management."

· When one of the shop people involved with bringing in new high-velocity machining technology was asked: "What’s unique about this place?", the prompt answer was: "It splits into two before it gets too big. People in the weekly meetings are asking when our place is splitting and why it hasn't happened yet." Someone interpreting this answer later suggested that people in the plant can’t help but see that there is no room for the high velocity machining equipment unless some of the existing activity vacates the building—and there is a candidate business-in-the-making there that is close to striking out on its own.

Growing a new business unit to self-sufficiency and on to unit margin objectives
· Whenever a major new type of job is secured by Remmele, whether for a new or existing business unit, a process is invoked by marketing which identifies similar types of needs and companies throughout the United States likely to have those needs. If justified, a target account program is developed and sales reps are involved in further research and market penetration activities. For some time now there has been an e-mail network specifically set up for the sales representative interactions with the company, and this network is one of the tools used to monitor and modify these market penetration programs in real-time.

Developing top management successors; developing effective customer replacement

· Typically the head of a company in this industry is a technologist and not a marketer, most likely a machinist in background. That is not the case at Remmele, where strong marketing experience is evident in senior management. What is equally evident among senior management is natural "people-person" skills backed up by a deep visceral feeling for the values, development, and maintenance of the ideological core of Remmele. Whether consciously done or not, there is active business engineering at work here; with senior management guiding the explicit formulation and refinement from predecessors of the key corporate practices: accountable empowerment, decentralized autonomy, informed risk, project management, professionally classic sales and marketing, open communications, broad employee involvement in decisions and the annual planning activity, and so forth. Importantly, management takes an active role in helping others understand and utilize the core principles at Remmele. Though it is clear that the ideology is well understood and embraced broadly throughout the company, developing and maintaining it is a special skill that may be difficult to replace. Recently the company has recognized the need for growing management capability internally and has instituted an individualized personal development program aimed at producing the skill sets needed for Remmele's future growth and succession.

· Customer replacement skills are especially necessary in a business that does customized outsourcing. The focused-factory cells at Plant 30 typically make sizable commitments for multiple years to individual customers and build dedicated production cells to satisfy those commitments. Contracts that run their course and don't result in renewal or next-generation succession can remove a sizable amount of monthly revenue and surplus an equally sizable amount of valued human resources. Plant 30 has recently dealt with just such an occurrence and now understands the necessity for an ongoing replacement strategy that greatly shortens the disruption period. At this writing the gap is well on its way to being filled by several new programs in new markets.

Integrating non-traditional units such as Production Machining and Corporate Information Systems

· The Production Machining Division (Plant 30) functions quite differently from other Remmele divisions. The focused-factory work-cell concept has caused this plant to train people in numerous skills, like purchasing, maintenance, and other business functions, while machinists in other plants tend to have more traditional machinist training, not including some of those business skills. Similarly, machinists at the Automation Division (Plant 50) often gain skills in machine assembly that are not common in the other plants. Remmele's continuing growth and the changing business environments will require that such different skill sets, including information technology, be recognized and valued for the advantages they bring to the company overall, and that some of these skills will be transferred between divisions.

Fixing badly performing units

· "Patience, Perseverance, Leadership, Teamwork" are banner slogans that graced Remmele's celebration when the Automation Division came out of its slump. Remmele stuck with this division through several very difficult years. The decision to fix it rather than close it rested on many factors. Though the company's stable employment commitment played a role, employees could have been transferred to the other growing divisions. 

More decisive was the value placed on business diversity, and that this division provided entrée into a first-class customer base for the other divisions. Also there was a belief that the problems were of their own making and that it was possible to succeed in the business. "The business had grown up making some things that were variations of a common theme. We got good at it and kept doing it. Then markets disappeared all of a sudden, and we didn’t have anything. All of a sudden we had to succeed on one-of-a-kind jobs, and we didn’t have the necessary skills. Then we took some long-term jobs that turned out bad. We had to regroup and start over and go back to a customer base that we had disappointed. Also we had a managerial strength problem. We had the time to fix it. We knew all of those people as family and didn’t want to mess up here—we just had to find a way. All the while various things were tried, and new management was engaged and held accountable for corrective action. A conscious decision was made to get it fixed, and perseverance was practiced. The division is reborn in a different image now and quite vigorous." It is worth noting that the intense focus and concern on this division's return to health did not cause the company to suspend its principles of autonomy and empowerment while holding new divisional management accountable.

Effective access to specialty spot-use resources outside the business unit

· Internally, Remmele provides a centralized resource that actively maintains a current knowledge base of leading-edge process and equipment technology and makes these resources available to other divisions in need of special expertise. Externally, Remmele outsources NC programming—though recognized as important, there has been no compelling reason to bring it all inside and set up dedicated capabilities.

Developing new project/program managers and divisional managers

· The corporate Human Resources group has recently instituted an individualized personal development program for all people in management positions of any kind—from the president to the shop-floor supervisors. An outside firm with expertise in the field assists in annual one-on-one consultations to help establish objectives and strategies for personal development in the ensuing period. The impetus for this program arose with the realization that Remmele had excellent technology training programs but generally had to bring some project and program managers, as well as divisional managers, in from the outside, as there were no in-house training grounds to develop management skills. Interestingly, the Production Machining Division started its focused-factory concept in 1989, where people in the cell take on broad business management responsibilities in addition to the cell operation activities. There is no evidence that this approach has been consciously employed as a management training ground—perhaps because its operating modes are devoted to a different type of business than the other divisions. The example of employee empowerment, however, has been recognized throughout Remmele.

	Change Proficiency Maturity—Business Unit Relationships
Defined/Managed Stage (2.5) for Both Proactive and Reactive Change Proficiency

	Metrics Knowledge Base: Remmele has a solid metric-based appreciation for the adaptability that stems from a decentralized autonomous unit organizational structure. They respect the robustness brought to the corporate entity from separate units pursuing different and counter-cyclical markets; they understand that small unit size (under 200 people per the Strategic Policies) helps support fast unit response while decision-making costs are kept to a minimum; and they are conscious of the time it takes to find competent unit management, as well as the costs of doing this poorly.

Responsibilities Knowledge Base: A responsibilities knowledge base is starting to emerge. Corporate Human Resources now has assigned responsibility for installing and managing an individualized personal development program, with the objective to develop managers in-house. 

	Cost Metric Focus: Getting new business units to the self-sufficiency point has the advantage of leveraging the entire corporate cadre of sales representatives who are actively focused by corporate marketing on targeted opportunities. This strategy is both time- and cost- effective.

Robustness Metric Focus: Many of the predictability problems are understood, with some already handled competently: Entering new markets enjoys a good success record from solid knowledge-based decision making, the business unit architecture and mix strengthens the viability of the group, and the cash management and investment practices mitigate risks and potential threats. Areas currently recognized as needing help: the Production Machining Division is in the early stage of strategy development for stabilizing contract termination-replacement transitions, and the creation of the management development program is expected to make management appointments more predictably successful.

	Augmentation Competency—Proactively Competitive: New types of jobs trigger a corporate marketing process that identifies similar opportunities and targeted companies. An e-mail network with all field sales reps is employed to quickly identify and penetrate new prospects in similar firms.

Migration Competency—Proactively Aggressive: Recently the company has recognized the need for growing management capability internally and has instituted an individualized personal development program aimed at producing the skill sets needed for Remmele's future growth and succession. This program has not yet been called upon to produce results. Plant 30 actively develops broad skills sets useful to developing managers; but there is no evidence that this has been employed as an explicit management training ground.
	Variation Competency—Reactively Confident: A process for sharing technical knowledge between plants is maintained that can provide any division with leading-edge knowledge and expertise. When a division runs into a technical problem or an unfamiliar customer opportunity, these people assist other business units. The depth, breadth, and currency of this consulting expertise in machining and process technologies is recognized by competitors and customers alike as unique and valuable.

Expansion Competency—Reactively Sure: Opportunities to open new business units and add program and project managers to increase business volume have not been easily met in the past, as there has been no internal spawning ground for these skills. These limitations have been recognized, and a training program that focuses on developing these resources internally has started.


6.2 Operating Metrics: Metrics that indicate and gauge change proficiency and its maturity and progress in both current and future competitive critical practices; recognizing and monitoring the development of this necessary class of core competencies. Agility issues are biased today by the immaturity of this practice in industry in general. They include the definition of metrics that measure innovation activity, capture the incidence of lost opportunities, and reflect change proficiency in critical operating activities—and the elevation of these dynamic metrics to the same importance as static operating metrics which measure output and its various traditional causal relationships.

The business practice is the collection of activities that define, gather, present, review (for effectiveness), and evolve the operating metrics. The framework for this practice consists of the annual divisional strategic plans and the corporate performance reporting and monitoring systems, as well as the perceptions and needs of employees (especially managers) and board members that will monitor these metrics and use them as operating and planning decision criteria.

	Proactive Change Proficiency Issues

	Creation
	· Identifying critical practices to monitor; defining competency-monitoring metrics

	Augmentation
	· Improving accuracy of meeting metric objectives

	Migration
	· Developing metrics targeted precisely at change proficiency

	Modification
	

	Reactive Change Proficiency Issues

	Correction
	· Eliminating or fixing metrics that distort or replace the attainment of the true objective

	Variation
	· Allowing different metrics at different plants

	Expansion
	· Expanding the user base

	Reconfiguration
	


Identifying critical practices to monitor; defining competency-monitoring metrics

· It is common today for manufacturers who are trying to reduce costs in order to become more competitive to monitor process times for such things as change-over, set-up times, and die-change and to set goals for improvement. In general, it is even more common for companies to focus on cycle-time reduction in what they consider to be their current critical competitive practices and to set specific improvement objectives, especially in product development and product realization. Our interest in this reference model is specifically focused on change proficiency and related critical business practices. Outside of standard production process operating variables neither Remmele nor the machining industry yet focus overtly on change proficiency as a critical competitive practice across the board. Nevertheless, Remmele has laid some valuable groundwork with its early ABC implementation for costing and its informal monitoring of training and knowledge development (to ensure they maintain enough), quotation times, time taken to re-employ surplused capacity, and on-time deliveries. Though these activities are considered critical and are the subject of management review and discussion, their measurement remains informal for fear that hard display and monitoring will distort the actual practice.

· When the metrics for on-time delivery performance indicated room for improvement many years ago, Remmele took the initiative and developed finite production scheduling capabilities. They continue to monitor on-time delivery for each plant.

· Quotation time is watched principally because the Remmele quotation process is a highly detailed and consequently time-consuming activity. Cognizance of this metric through informal monitoring has supported the development of semi-automatic quotation assistance tools. It takes about six weeks to make a Plant 30 firm–fixed-price quotation for a focused-factory project that will make a commitment for years. Generally they will begin researching process possibilities well in advance of the RFQ in order to develop a working knowledge base.

· Recently Remmele mounted a full-court press to find new business that could absorb personnel idled by an outsourcing contract that moved offshore. This division had grown principally in response to unsolicited opportunities and without the need for an aggressive business development capability. Though the experience resulted in five new contracts, the protracted time and uncertainty involved in the period of prospecting and negotiation for additional outsourcing contracts sensitized them to this process. An informal metric is now in place to gauge response time improvement when the next reaction event is required.

ABC-like practice at Remmele is used both as an improvement yardstick and as a foundation for automating quotation assistance. In general, ABC practices are a strong and necessary enabler for change proficiency as 

robustness requires predictable costs. At the same time, ABC-like measurements are the only direct way to actually measure the cost of change. "We don't have a full ABC implemented, but Peat Marwick estimates that we are about 75% there. Years ago when customers wanted to analyze the costs of their products, Remmele had to justify allocations of square feet, machine, lights, etc., and Remmele plants needed to know how to make real money so they could buy some more equipment." That's the motivation Remmele cites for their implementation of costing concepts years before ABC gave credence to the practice. The company has always kept the "value" on equipment that was established during the depreciation period, even after full depreciation has occurred. They allocate factory burden and SG&A costs according to machine hours and people hours. Standard rates are calculated for 80% of full plant capacity and updated annually. Machine hours are in the allocation scheme to eliminate artificial pressure to remove people and automate fully. If work disappears from the shop or plant capacity is underutilized, the rates are not changed; rates are based on “standard plant capacity” and not on actual plant usage. They strive to do as much “direct” costing as possible, for example: 

· The Repetitive Batch Division charges costs of quality people directly. "We did more wrap-rate roll-ups until technology became a major factor. Pulling people out with burdened labor only really caused a problem."

· Job quotations from Plant 30 show direct costs for: engineers (including quality), engineering technicians, tooling, and square footage allocation for occupancy. All are direct charges and not buried in the allocated overhead rate.

· At the Automation Division: "We want 90% direct engineering charge-off and 80% direct technician charge-off from a 40-hour week. But we actually average a much higher work week in order to accomplish training."

Improving accuracy of meeting metric objectives
· As a general metric improvement policy, Remmele focuses on attainment accuracy. Thus, actuals vs. committed objectives are monitored for the usual operating metrics, with awards given for accuracy and generally not for doing better than the objective. This operating philosophy is not yet predominant in the change proficiency operating metric practice only because most are still in the informal stage.

Developing new metrics targeted precisely at change proficiency

· Successful quotation development, engineering change incorporation, process development and installation, production-rate doubling, single part quotation-delivery cycle, corporate-wide change of divisional performance-reporting system, and other such change proficiency issues will become critical with time. Remmele has just decided to try to monitor the amount of knowledge development conducted each year by the company, knowing that this change proficiency cornerstone practice feeds its competitive leadership ability to enter new markets and apply new technologies effectively. 

Eliminating or fixing metrics that distort or replace the attainment of the true objective

· Management theorists have long told us that we generally won't get performance by simply setting objectives, but that we must measure and display the progress and attainment as well. However, that old warning "be careful what you wish for" is highly applicable when it comes to operating metrics and well regarded at Remmele. Just as counting strokes per day as a figure of merit for a stamping plant increases the stroke count without increasing the finished parts count, so will measuring the hours or dollars invested in training divert the focus away from valuable and high quality knowledge development. Remmele management understands this phenomenon and has chosen explicitly to exclude training and knowledge-development measurements from operating reports and management incentive programs—though they have started an off-book metric to insure that this critical knowledge-development practice isn't short changed in boom cycles. 

· At a meeting with divisional controllers: "Accountants here just keep score; we don’t run the place. That’s different here, and we like it that way."

Allowing different metrics for different plants

Change-proficient processing for repetitive batch operations have different key factors than those for production machining or even general machining divisions, not to mention custom automation development and fabrication. One division may be especially concerned about set-up times and short-lead-time orders, another with constant cost reduction and production rate changes, a third with team learning curves and quotation development time, while a fourth frets over some of the same as well as some others. All need the 

ability to custom design and fit their operating metrics, and all benefit from seeing the achievements possible with different approaches. Though Remmele has some universal performance metrics in the financial arena, even there they understand that different markets and operating realities will have differing optimal performance levels. 

Expanding the user base

· At this early informal stage of change proficiency operating metrics, the management team is responsible for definition, review, and evolution. When the competency and progress of change proficiency at Remmele requires explicit and broader involvement, the open-communication, dissemination, and buy-in practices and vehicles within the company will facilitate the introduction and utilization of metrics.

	Change Proficiency Maturity—Operating Metrics
Repeatable/Defined Stage (1.5) for Both Proactive and Reactive Change Proficiency

	Examples Knowledge Base: Remmele abounds with common knowledge and widely known anecdotes about Herculean and successful response efforts when customers requested something difficult, out of the ordinary, or with very little notice—and they are borne out by customer testimonial. An equally rich and active verbal history describes the efforts and time involved in fixing business problems caused by unexpected market changes or downturns. And there are just as many stories in circulation about proactive innovations that changed a business profile or opened whole new markets quickly. The open information and family/team culture appears to be responsible for maintaining this active verbal history.

Metrics Knowledge Base: Though not broadly based as yet, the employment of change proficiency operating metrics at Remmele is beginning to branch beyond a simple focus on time: investments (costs) are being monitored for knowledge development and renewal, and accuracy (robustness) is the principal score card for meeting objectives. The pioneering implementation of ABC-like costing at Remmele underscores the respect they hold for metrics that reflect reality and provide meaningful improvement direction. The disciplines developed in ABC cost-capture methodology, as well as the costs themselves, provide a foundation of knowledge for solid change proficiency metrics. 

	Time Metric Focus: Time is still the principle metric concern for many of the change events Remmele watches: replacing lost business, developing a quotation, responding to a customer production volume increase, delivering a short-notice order, obtaining sufficient new apprentice candidates, etc.

Cost Metric Focus: Cost of making and supporting change has some attention already at Remmele, even beyond their ABC-like costing methodology. Knowledge development costs are one of the newer metrics being monitored, for instance. It is instructive to understand that these costs are not being monitored with an eye toward containment, but rather to ensure that these non-directed investments are not diverted or curtailed over prolonged boom times. Also, Remmele does not formally report or stress these numbers for fear of adversely influencing the responsible processes.

	Creation Competency—Proactively Occasional: Remmele took leadership initiative in the development and implementation of ABC-like costing practices and finite scheduling technology. Both are major metric cornerstones for change proficiency, and both were highly proactive moves for any industry. Other areas are starting to get some attention as well: knowledge development is being monitored informally, and their next-generation information technology strategy is addressing the need to accommodate multiple platform types and a high rate of technological change.

Augmentation Competency—Proactively Competitive: The general operating disciplines at Remmele are based on principles that embrace continuous learning, constant change, and "pride in quality." In general-use operating metrics this has translated into an improvement focus on predictable accuracy. 
	Correction Competency—Reactively Safe: Remmele is culturally attuned to question established knowledge and replace or update it when it is found lacking. When using the quotation estimation spreadsheet models, for instance, it is standard practice to test extreme process-variable cases to verify that both the model and the ABC is reasonable—and if not, the problem is immediately diagnosed and fixed. There is also an innate respect for the power that indirect performance metrics may have to replace the intended objectives, prompting metrics for important knowledge investment to be kept "off-book."
Variation Competency—Reactively Confident: With four operating divisions all in the machining industry, Remmele accommodates differences in definition and achievement of operating metrics. This is in recognition that optimal performance is a function of the individual markets, customers, and work specialties that differentiate the divisions. 
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Mission Statement

Our Goal

Our goal is to be the BEST company in our industry.

Who We Are

We are a company which specializes in high quality, difficult and complex work requiring innovative technologically advanced processes in the areas of: (1) contract fabricating, machining, and assembly; (2) designing and building of tooling; and (3) designing and building custom equipment for automating a variety of manufacturing processes.

Contract machining services are primarily directed toward high value-added machining of complex, close tolerance parts. These services encompass small lot non-repetitive machining, repetitive-batch machining, and high volume continuous-run machining. Customers for our services consist primarily of manufacturing industries throughout the world.

Why We Want To Be The Best

We want the satisfaction and pride of achievement associated with being important, highly skilled members of an organization that is constantly working toward being the BEST in its industry and, with our families to share the material rewards that this success brings.

When We Will Be The Best

To be the BEST in our industry, we will have a consistently growing number of loyal customers who recognize us as the leader in providing customer satisfaction. Our employees will demonstrate a high level of satisfaction with our company and their jobs. We will be recognized as a good corporate citizen by our employees and those people we impact in our communities, and our vendors will recognize us as an ethical and valuable customer. We will be at or among the top companies in our industry both in terms of sales and profitability, and we will maintain a record of consistent growth. As an aid in measuring our performance, we will compare ourselves annually to a select number of the top performing companies in our industry, and to the industry data available through our trade associations.

Strategic Policies

A. Guiding Principles

We at Remmele Engineering believe that conducting our business with the following principles in mind will ensure the accomplishment of our goals and provide job security for all.

Customer Satisfaction

· By aspiring to excellence in quality, delivery, and productivity, which will assure competitive prices.

· By committing to continuous improvement in every service or product we provide a customer.

· By treating everyone with courtesy, integrity, and friendliness.

Employee Satisfaction

· By making Remmele an economically secure and personally rewarding place to work.

· By providing an atmosphere of trust and open communication where people can continue to grow in knowledge, skill, responsibility, and compensation.

· By maintaining high standards of concern for the needs of the individual and the community.

· By involving everyone in our organization to ensure we accomplish our goals.

· By maintaining a clean, orderly, well lighted, and safe working environment.

Growth

· By attracting and further training outstanding people who are intelligent, honest, hard-working, skilled, and self-motivated to excel.

· By maintaining an innovative environment through challenging the status quo, embracing change, and encouraging informed risk taking.

· By regularly investing in the best tools, systems, and equipment available to be effective and competitive.

· By following a strong, well planned, effective marketing program.

· By formulating detailed, specific action plans to aid in accomplishing our goals.

Community Service

· By being a good corporate citizen, protecting our environment and supporting worthwhile community activities.
Profits

· Sufficient to accomplish these goals and provide a fair return to our stockholders.
Success in following these principles will result in an ever increasing number of satisfied customers, the retention and growth of our people, and increasing profitability to be shared with all employees.

B. Customer Satisfaction Policy

Meeting customer expectations results in customer satisfaction. Customer satisfaction goes far beyond the products we manufacture and encompasses the total business relationship between our customers and all our people and activities within our company. Leadership in the marketplace can only be sustained by constantly meeting or exceeding the expectations of our customers and anticipating their future needs through continuous improvement of our products and services.

Consistent with our Guiding Principles, we will accomplish this through teamwork and employee involvement; by regularly investing in the best equipment, tools and systems available; and by investing in the ongoing training and development of our people to enable each of us to perform in a manner that meets or exceeds the expectations of our customers.

C. Organization
1. To better serve our customers we will utilize small (200 people or less) focused plants to ensure good communication, maximize the involvement and commitment of our people, and ensure responsiveness.

2. In the interest of enhancing the psychological ownership of our business by all employees we will continue to (1) involve people in the process of making decisions which affect them, (2) provide for decision making and problem solving at the most appropriate level, (3) encourage risk taking, and (4) empower employees with the freedom and authority to make the decisions necessary for effective job performance.

3. Emphasize communication at all levels within the company so all our people will understand (1) what is going on in the business, (2) the issues the company is facing, and (3) how they can help.

4. During times when sufficient work is not available, we will implement a series of responses to try to cause additional business to happen while simultaneously reducing working hours to match the available workload.  Recognizing that our people are our most valuable resource, we view layoffs as the last resort to be undertaken only during a sustained severe business downturn when the survival of the company may be at stake.

D. Management
1. We will continue to develop a supervisory team that successfully plans and leads in reaching objectives that benefit our company and all of those associated with it.

2. We will continue to encourage all members of the supervisory team through various forms of education, to increase their managerial skills, such as:

a) Enhancement of our interpersonal skills so that:

(1) Our communications are candid and open;

(2) We develop the trust of our peers and subordinates;

(3) We constructively manage conflict;

(4) We are aware of our use of, and do not abuse, power;

(5) We develop competence through delegation;

(6) We accept and support the need for change.

b) Improvement of our group process skills so that:

(1) Our communications are candid and open;

(2) We accept the ideas and communications of others;

(3) We are supportive and cooperative;

(4) Our focus is on team building;

(5) We have more productive meetings;

(6) We accept and support the need for change.

c) Increase our verbal and written communication skills so that:

(1) We eliminate “jargon” when talking with customers and others in the company;

(2) Our written communications are clear and concise;

(3) All of our communications reflect care and competence.

3. We will continue to encourage all members of the supervisory team to increase their technical skills through various forms of education; i.e., college courses, seminars, in-house training, etc.  In addition, we must develop a structured program of continuous technical training for each managerial and technical field, i.e., design engineer, designer, project manager, plant manager, etc.

4. We will continue to manage with honesty, thoughtfulness, compassion, humility, courage, and enthusiasm. We will demand of ourselves, and encourage from those with whom we work, the highest standards of performance, emotional stability and maturity, consulting supervision and leadership.

5. Continuous improvement of quality and productivity are an integral part of our management philosophy.

E. Community and Industry
1. We will support worthwhile community projects by:

a) Donating at least two percent of pre-tax profits to various charities and programs.

b) Our Matching Gift program.

2. We will encourage our people to support community activities by:

a) Recognizing the need for good citizens to run for public office and encouraging people to do so.

b) Having people serve on advisory boards to schools and foundations.

c) Encouraging people to take an active part in other community activities, such as church, civic, and youth groups.

3. Through our company communications system and, more importantly, through our actions, we will strive to be a good corporate citizen. Realizing that it is important to our long-range survival to be part of a vital, growing industry, we will:

a) Support our trade associations, e.g., NTMA, AMT, NPMA, and local and national professional associations with the needs of our company, e.g., APICS, SME, TCPMA, through membership and active participation.

b) Assist other companies in establishing machinist and machine operator training programs.

c) Assist our industry in various other training programs for the overall improvement of management standards.

d) Be a good competitor and follow ethical standards of business conduct.

4. We will protect the environment by acting in an environmentally responsible manner, conforming to environmental law, communicating this responsibility to the entire organization, and periodically auditing this conformance.

F. Market
As a supplier to many companies much larger than ourselves, we must avoid dependence on any single industry or customer to avoid excessive risk and maintain our independence. To accomplish this we will apply the following guidelines.

1. Attempt to limit our sales to 15% of our total sales volume to any single customer or major corporate division and to 30% of our total sales volume to any single industry.

2. Attempt to limit sales of each plant within the guidelines of allocating no more than 30% of the available hours to a single customer or division of a major corporation.

G. Resources
1. Minimize short- and long-term borrowing by ensuring that our ratio of debt to equity does not exceed 25%. This policy coincides with the independence and freedom of choice that come from being financially secure. “The lender cannot dictate business decisions to us."

2. To ensure that we keep our productive equipment up-to-date we will invest each year an amount at least equal to our depreciation in new equipment.

Organizational Structure and Characteristics

1. Products and Services – Our business consists of four basic business segments:

	
	Contract Machining & Fabrication Plant Missions

	Volume

Part Size
	Low Quantity
	Repetitive Batch Production
	Continuous Run Production

	Up to 75-Tons, 
Up to 100-Feet
	Plant 40
	Plant 40
	Plant 40

	Up to Ten-Tons, 
Up to Ten-Feet, 
Over Two-Foot Cube
	Plant 10
	Plant 10
	Plant 10

	Two-Foot Cube to 
One-Inch Cube
	Plant 10
	Plant 20
	Plant 30

	One-Inch Cube and Below
	Plant 30
	Plant 30
	Plant 30


a) General Machining Division (Plants 10 and 40): This Division serves customers that require precision machining services in the design and build of tooling; low quantity part and assembly manufacturing; or production parts and assemblies in the size range over a two-foot cube. The parts are generally complex and difficult to machine. They require close tolerances and encompass a broad range of part sizes up to 75 tons.

b) Production Machining Division (Plant 30): This Division specializes in high quantity, continuous run production utilizing a focused-factory organization concept. Plant 30 is currently in the process of developing new capabilities to manufacture small parts (smaller than a one-inch cube) also in production quantities.

c) Repetitive Batch Machining Division (Plant 20): This Division specializes in smaller quantities of parts up to a two-foot cube in size that are manufactured in repetitive lots. Our manufacturing focus in this plant is based on Flexible Manufacturing Systems.

d) Automation Division (Plant 50): This Division designs and builds special machines and systems for automating nonstandard applications of assembly and testing, web handling, and metal removal and fabrication.

2.
Organization – Our organizational structure is built around highly autonomous business units which are focused on different market segments, and which have developed capabilities to meet the needs of each segment. These business units are linked with the following centralized functions:

· Financial and general accounting activities are centralized to provide consistent performance monitoring.

· Human resources activities are centralized to assure consistent and equitable administration of all human resource practices.

· The leadership of our organization of independent sales representatives is consolidated company-wide to benefit from economies of scale, and to avoid conflicting activity and messages in the marketplace.

· Information systems support is centralized to reduce duplication of effort at the plant level and to maintain system and database integration were necessary.

· Our capital expenditures are coordinated and controlled on a centralized basis, although responsibility for their initiation and specification rests with the business units.

Important requirements and characteristics of this organizational structure are as follows:

a) Profit and loss accountability reside at each plant.

b) Our plants have been focused on different market segments recognizing that these segments have different competitive patterns technical demands, and customer needs and, therefore, require different technical capabilities and management systems.

c) Autonomy and decentralization in the areas of decision making that are critical to meeting customer needs, and achieving profit goals are important to our long-term success.

d) By decentralizing key decision making at the plant level we become more responsive to customer needs and get more ownership of our business processes.

e) A minimal hierarchy with division management teams focusing on building capabilities at plant level and operating with minimum staff necessary to avoid duplication of expenses and utilize critical management skills.

f) A strong commitment to selecting outstanding people and to investing in their training and development to insure they have the skills necessary to function effectively and reach their full potential.

g) The effective use of teams, particularly at the plant level, for increased involvement of individuals in decision making and effective execution of projects.

h) The creative use of a collaborative process without a staff structure whereby people with similar types of responsibilities meet periodically to find innovative ways to link their business units together and share information, expertise and technology. Examples of this would be individuals in functions such as marketing, purchasing, manufacturing engineering, project management, etc.

i) A strong commitment to sharing resources between our plants.
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