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A Note to the Reader
Operational Excellence is often presented as a collection of tools. Tools matter, but they
cannot create excellence by themselves. Excellence grows from the beliefs and behaviors an
organization practices consistently - especially when pressure makes compromise tempting.

This story follows a plant manager given six months to rescue a failing factory. His
response is not a heroic cost-cutting campaign or a program of the month. He helps the
organization build seven habits: Acting Long-term, Valuing the Customer, Embracing the
Total System, Focusing on the Process, Obsessing Over Quality, Capturing Organizational
Learning, and Respecting People.

The story is fictional, but its problems are familiar. The purpose is not to offer a perfect
turnaround formula. It is to show how habits shape decisions, how decisions shape systems,
and how systems shape results.

When it comes to continuous improvement, you do not have to be
extreme, but you must be consistent.
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PROLOGUE

The First Morning
When Daniel Mercer accepted the plant manager position at Riverside Components,
everyone assumed he had come to close it.

The plant had been built forty-three years earlier along the banks of the Hartwell River. At
its peak, more than eight hundred people had worked there. Riverside supplied precision
metal assemblies to agricultural, construction, and transportation equipment manufacturers
throughout the country. For generations, it had been the economic heart of Millstone.

By the time Daniel arrived, fewer than three hundred employees remained. The parking
lot was cracked. Roof panels leaked. Machines broke down so frequently that operators knew
which noises meant a machine could keep running and which meant maintenance should be
called. Customer complaints had doubled. On-time delivery had fallen below 70 percent.
Scrap consumed nearly eight cents of every sales dollar. Three major customers were
threatening to leave.

The people who created these numbers are probably the same
people who can change them - if we stop treating them as part of

the problem.

Corporate leadership gave the plant six months. If Riverside could not demonstrate a
credible path to profitability, production would move elsewhere and the Millstone plant would
close.

At 6:30 on his first morning, Daniel entered the production meeting. Twelve managers sat
around a scarred table while a projector displayed red numbers. Production blamed
absenteeism. Quality blamed training. Maintenance blamed old equipment. Purchasing
blamed suppliers. Supervisors blamed engineering, and nearly everyone blamed sales.

Daniel listened, turned off the projector, and faced the room. 'We can spend six months
proving that someone else caused our problems, or we can spend them changing the future
of this plant.'

He wrote seven habits on the board. Acting Long-term. Valuing the Customer. Embracing
the Total System. Focusing on the Process. Obsessing Over Quality. Capturing Organizational
Learning. Respecting People. 'These will guide every decision we make,' he said. 'Starting
today.'
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HABIT ONE

Acting Long-term
Corporate expected Daniel's first proposal to include layoffs. Labor was one of the largest
visible expenses, and reducing headcount would immediately improve the monthly
statement. Several managers had already prepared lists of people who could be eliminated.

Daniel refused to review them. 'We could make next month's numbers look better and
make the plant weaker every month afterward.' Instead, he asked what capabilities Riverside
needed to compete: dependable equipment, faster changeovers, stable schedules, stronger
problem-solving, cross-trained employees, and better supplier relationships.

If we manage as though the plant has no future, we will guarantee
that it doesn't.

Every proposed action now had to answer two questions. Would it improve short-term
performance? Would it strengthen the plant's future ability to perform? If it satisfied only the
first, it was not improvement. It was borrowing from tomorrow.

The plant stopped postponing preventive maintenance to protect daily totals. It restored
the training area and apprenticeship program. When Daniel requested funds to rebuild an
aging press, the controller reminded him that the company might not own the plant in six
months. 'If we manage as though it has no future,' Daniel replied, 'we will guarantee that it
doesn't.'

Acting long-term did not mean ignoring urgency. It meant refusing to sacrifice tomorrow
merely to make today appear successful. Daniel called it being good, not merely looking
good.

LEADERSHIP REFLECTION

Where is your organization borrowing from tomorrow to make today's performance
appear better?
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HABIT TWO

Valuing the Customer
Riverside's managers believed they understood what customers wanted. Low prices, said
sales. Perfect quality, said quality. Short lead times, said production. Daniel asked one
question: 'When did we last ask them?' No one knew.

Daniel and a small team visited the three largest customers. At the first, they learned that
unpredictable shipment quantities forced extra inventory. At the second, inexpensive
packaging required two people to unpack and sort parts. At the third, dimensional variation
made automated feeding unreliable. Riverside was shipping parts that met the drawing while
still creating problems for the customer.

We must never guess what the customer values.

'We have been defining value from inside our walls,' Daniel told the plant. 'That is not
value. That is assumption.' He extended customer thinking to every process. Laser's
customer was forming. Forming's customer was welding. Welding's customer was paint.
Paint's customer was assembly.

Teams began asking their internal customers what they needed, when they needed it,
and how they needed it. Welders showed how inconsistent bends complicated fixture
loading. Assemblers demonstrated where excess paint interfered with fasteners. Shipping
exposed the rework caused by weak labels.

Departments stopped guessing and began designing work around the people who
received it.

LEADERSHIP REFLECTION

What burden are you unintentionally transferring to the next process or the final
customer?
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HABIT THREE

Embracing the Total System
For years, Riverside rewarded departments for meeting local targets. Purchasing reduced
piece prices through larger orders, creating excess inventory. Supervisors maximized
machine utilization whether downstream operations needed parts or not. Maintenance
delayed planned work because downtime hurt production's numbers. Every department
could defend itself while the plant continued to fail.

Daniel gathered people from sales, planning, purchasing, production, quality,
maintenance, shipping, and finance. Together they mapped one product family from order to
shipment. A product requiring less than four hours of processing spent twenty-seven days
inside the plant.

A collection of efficient departments can still create an inefficient
organization.

The map revealed one connected system producing predictable results. Welding was the
constraint, yet upstream operations flooded it with more material than it could process.
Inventory filled aisles, hid shortages, consumed cash, and made priorities unclear.

Daniel changed the aim. The goal was no longer to keep every machine busy. The goal
was to move customer value through the whole system. Schedules were tied to the
constraint. Upstream production was controlled. Maintenance and engineering focused
support where flow was governed.

Some departmental measures looked worse. Plant performance improved. Lead time fell,
work-in-process declined, and cash emerged from inventory. Riverside learned that
optimizing every part could suboptimize the whole.

LEADERSHIP REFLECTION

Which local measure encourages behavior that damages the performance of your total
system?
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HABIT FOUR

Focusing on the Process
Managers still reacted to problems by searching for someone to blame. A shipment was late.
Who failed? A dimension was wrong. Who made it? A machine stopped. Who neglected it?
Daniel challenged the language.

'A problem is a deviation from a standard. Before we blame a person, show me the
process and show me the standard.' Often, neither existed. Instructions were outdated. Tools
had no fixed location. Different shifts used different methods. Expectations came from
historical guesses.

Before blaming a person, show me the process and show me the
standard.

Teams documented the best-known methods for critical operations. Operators helped
create the standards because they understood the work. A standard became a challenging
target condition and the current best way to perform work safely, correctly, and efficiently -
not a weapon used to punish people.

At one assembly station, a fastener was repeatedly omitted. Retraining and warnings had
failed. Observation showed that the bin sat behind the operator and disappeared behind a
fixture during the cycle. The team moved the bin into the natural field of view and added a
simple confirmation feature. The defect vanished.

The operator had not been the root cause. The process had made failure easy and
success unnecessarily difficult.

LEADERSHIP REFLECTION

When a person fails, does your organization investigate the conditions that shaped the
behavior?
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HABIT FIVE

Obsessing Over Quality
Riverside had always inspected quality into the product. Parts moved through production and
reached final inspection, where they were separated into acceptable and unacceptable piles.
Managers celebrated when inspectors caught serious defects before shipment.

Daniel saw evidence that the system had allowed defects to travel. He prohibited three
behaviors: accepting a defect, making a defect, and passing a defect. Together, those
behaviors amplified problems throughout the plant.

We are not losing hours. We are finally seeing the hours we were
already losing.

Operators gained authority to stop work when they encountered abnormal conditions.
Inspection moved closer to the source. Fixtures were modified so incorrect loading became
difficult. Critical characteristics were checked during production instead of after an entire
batch.

At first, output fell because small problems were no longer concealed to protect
production numbers. One recurring weld defect became the test. A cross-functional team
discovered that fixture wear allowed components to shift as they heated. The fixture was
redesigned, a wear indicator was added, and replacement criteria became preventive
maintenance. The defect rate fell by more than 80 percent.

Quality stopped belonging to the quality department. It belonged to the process and
everyone who influenced it.

LEADERSHIP REFLECTION

Where does your system detect defects after the opportunity to prevent them has
passed?
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HABIT SIX

Capturing Organizational Learning
Three months into the turnaround, Daniel reviewed several solved problems and asked
where the knowledge had been recorded. The answer was nowhere. People remembered, but
the organization did not.

A technician knew how cold weather affected a machine. An operator knew the warning
signs of a worn tool. A supervisor remembered why a scheduling rule had changed. When
people moved, retired, or took vacation, knowledge disappeared. Riverside had solved some
of the same problems repeatedly for years.

A lesson that changes nothing is only an observation.

Daniel required every improvement team to document the original condition, root cause,
countermeasure, and lesson that should be applied elsewhere. Completed reports were
reviewed across departments. Standards and training were updated. Similar equipment was
checked for the same risks.

After one team solved a sensor contamination problem, maintenance found the same
arrangement on six other machines and corrected them before failure. Reflection meetings
asked what had been expected, what occurred, what was learned, and what would change.

Mistakes were no longer valuable merely because someone survived them. They became
valuable when the organization learned from them. Riverside was building a memory
stronger than any individual employee.

LEADERSHIP REFLECTION

How does a lesson move from one employee's experience into the organization's
standard way of working?
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HABIT SEVEN

Respecting People
The final habit was also the foundation beneath all the others. Daniel had seen plants install
boards, conduct improvement events, and implement sophisticated software while treating
employees as interchangeable labor. Those efforts never lasted.

Respect did not mean avoiding accountability. It meant recognizing that people came to
work capable of thinking, learning, contributing, and improving the system. Leaders began
spending time where work occurred. They asked operators to explain obstacles. Supervisors
learned to coach. Employees were recognized for exposing problems, not just producing
good numbers.

For seventeen years, part of the solution had been standing
beside the machine. The organization had simply never asked.

One afternoon, Maria Torres showed Daniel a handwritten mark beside the adjustment
wheel on the oldest machine. The machine drifted when its hydraulic oil became hot, and the
mark told her when to adjust the pressure. The knowledge had never appeared in any
instruction, and no one had asked her about it.

Maintenance and engineering traced the drift to a deteriorating
temperature-compensation valve. Replacing it reduced variation, shortened setup, and
eliminated a frequent surface defect. For seventeen years, part of the solution had been
standing beside the machine.

Respect was not a leadership courtesy. It was an operating system. Without it, problems
stayed hidden, knowledge remained trapped, and improvement became something done to
people rather than with them.

LEADERSHIP REFLECTION

What valuable knowledge remains trapped because leaders have not created the safety
or opportunity for people to share it?
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EPILOGUE

The Decision
At the end of six months, corporate leaders returned to Millstone. Riverside was not perfect.
Its walls were still old, several machines still needed replacement, and buckets still appeared
beneath two stubborn roof leaks.

But on-time delivery had risen from below 70 percent to 94 percent. Customer complaints
had fallen by nearly half. Work-in-process inventory declined 38 percent. Scrap costs were
down 42 percent. Overtime was lower, throughput was higher, and the plant had posted a
positive operating result for two consecutive months.

A plant is not saved by one project. It is saved when better
thinking becomes everyday behavior.

The results did not come from one heroic cost reduction. They came from hundreds of
changes made by people throughout the organization. Daniel displayed photographs of the
teams instead of charts.

'We acted long-term when time was short. We learned what customers truly valued. We
stopped optimizing departments at the expense of the system. We improved processes
instead of blaming people. We built quality into the work. We captured what we learned. And
we treated people as the source of improvement rather than the cost of production.'

The division president closed the financial packet. 'We're keeping Riverside open.' Maria
began to clap. The applause moved through the room and across the plant. Daniel knew the
announcement was not the end. It was permission to continue.
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AFTERWORD

Five Years Later
Five years later, Riverside employed more people than it had on the day Daniel arrived. It
had become the plant to which other managers were sent to learn.

Visitors expected advanced automation or a revolutionary management system.
Technology had improved, but it was not the first thing they noticed. They saw operators
stop to correct abnormal conditions, managers ask questions, teams examine work across
boundaries, and standards change when better methods emerged.

The steps to improvement are evolutionary, but the results can be
revolutionary if you stay the course.

Most of all, they noticed that the people believed the plant belonged to them. Near the
entrance hung a photograph from the six-month review. Beneath it were the words: 'The
steps to improvement are evolutionary, but the results can be revolutionary if you stay the
course.'

A second sentence appeared below it: 'What doesn't improve dies.' Riverside had come
close to proving it. But the plant had discovered a deeper truth.

Organizations do not become excellent because they survive one crisis. They become
excellent when the beliefs and behaviors that overcame the crisis become habits. You do not
have to be extreme. But you must be consistent.
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Applying the Seven Habits
Riverside's turnaround began when leaders stopped searching for one dramatic rescue and
started changing the beliefs and behaviors shaping everyday decisions. Use the following
questions to examine your own organization.

Habit Question for Leaders

Acting Long-term Are today's actions strengthening or consuming tomorrow's capability?

Valuing the Customer What have we observed rather than assumed about customer value?

Embracing the Total
System Where does local optimization damage total flow?

Focusing on the Process Is the standard clear, current, and designed for success?

Obsessing Over Quality Where can the process prevent a defect instead of detecting it later?

Capturing Organizational
Learning How will this lesson change standards, training, and similar processes?

Respecting People Whose knowledge have we not yet invited into the solution?

Start small. Select one habit and one recurring problem. Observe the work, involve the
people closest to it, improve the process, and capture what you learn. Excellence is not an
event. It is the continuous, universal application of better beliefs and behaviors.
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CONTINUE THE JOURNEY

The seven principles illustrated in this story are explored more fully in Habitually Excellent -
The 7 Habits of Operational Excellence by Harold Chapman III.

Purchase Habitually Excellent from BookBaby
store.bookbaby.com/book/habitually-excellent

THE HABITUALLY EXCELLENT SERIES

Think long-term. Define customer value. See the whole system.
Improve the process. Protect quality. Learn continuously. Respect

and develop people.
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