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Outline

Introduction

The models we are explicitly testing

Lean Thinking Principles in Sales activities

Exercise: Value in Sales

What is the Work in Sales?

Exercise: Activities that create value, activities that are waste
What is the Value Stream?

What is the Role of Management in a Lean Environment?
Proactive customer management — Hunting & Farming
What have been the benefits? — The Halfway Case
Summary & Questions
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Why Lean in Dealers?

m 1990 — Womack and Jones published “The Machine that
Changed the World” .VM
= 1993 — Dan Jones set up International Car Distribution =~ =

Programme (ICDP)
m 1996 — Lean Thinking

m 1998 — Dan Jones asked if Lean Thinking was
applicable to Car Retail

m Been conducting research and helping dealers in
this area ever since

m 2005 — Lean Solutions
m 2007 — Creating Lean Dealers
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Lean Models:

Purpose
Vision/Values
True North
Line of Sight
Strategy Formulation and
Deployment
ﬂ
People PDCA Process
Employees: A3 Thinkin
 Engaged and involved « Horizontal flow of value at
in CI the pull of the customer
» Continuously solve o » Workplace Management
problems through standardization &
« Teamwork Visualization
Managers: « Relentless elimination of
« System thinkers waste, overburden and
* Problem solvers unevenness
* Learners « Lean Tools applied as
« Teachers/Coaches appropriate

® Copyright 2009 Lean Enterprise Institute, Inc. All rights reserved. L EA N
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Lean Transformation Model uonn shook

- Value-Driven Purpose -
“WHAT PROBLEM ARE WE TRYING TO SOLVE?”

Leadership

PROCESS Behaviors
Continuous, O Sustainable

real, practical \_/ l mprove-n_len ‘
changes to _ capability
improve the way in all people
the work is done at all levels
MANAGEMENT
SYSTEM

Basic Thinking, Mindset, Assumptions
That drive this transformation
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Selling, First & Foremost, a Process

m A process is something that transforms one condition
(current) into another (target)

m A series of actions or steps taken in order to achieve a
particular end” (Oxford Dictionary)

m Also, if the outcome is important...
...and the resources used, expensive, then...
...It must surely be worth using ‘the best way’

m A typical (car) sales process:

Meet & Qualify Present Product & : :
Needs Demonstrate NEyOLEE Sign Deal

:LEAN
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Where to Start?

1. Value!

m What's Value to the (Potential) Customer?
2. Value Stream

m Processes in buying a car:

m From perceiving the need to making the purchase
(pre-sale)

m From making the purchase to using it (post-sale or fulfilment)
m The process to obtain a vehicle and make it ready for re-sale

m What's value in each case here?
m In terms of quality, delivery and cost?
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Exercise: Where to Start?

1. Value!

m What's Value to the (Potential) Customer?
2. Value Stream

m Processes in buying a car:

m From perceiving the need to making the purchase
(pre-sale)

m From making the purchase to using it (post-sale or fulfilment)
m The process to obtain a vehicle and make it ready for re-sale

m What's value in each case here?

m In terms of quality, delivery and cost?

m 10 minutes to discuss on your tables LEAN
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Aligning Purposes

m By focusing on value to the customer we can align the purpose of both

customer and provider

Customer Purpose (Value) Provider Purpose

to enable me to make the most appropriate] others

decision on the right product at the right

Pre-sale The right information, at the right time, Getting as many enquirers as possible to buy,
process with least inconvenience (and time) in such a way that meets customer purpose
with the best personal service, and makes them willing to recommend to

price for me
Post-sale The right product, AS 3
process in the right condition,

rovider,
at the right time P

Meeting customer purpose with the minimum
waste (overproduction, delay, inventory,
rework, etc.) in such a way that customers

preparation in the right condition,
at the right time
with good service
and convenience

. . 11)%
with good service processes recommend to others
and convenience
need to
Vehicle The right product, deliver this

Meeting customer purpose with the minimum
waste (overproduction, delay, inventory,
rework, etc.) in such a way that customers
recommend to others

m Right first time on time, every time, in less time!”
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Grasping the Current Situation

What is the Work?

:LEAN
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Day in the Life of a Sales Person

Telephone calls
from Autoline
paperwork following deal , 20 diar}l, 10

Internal email regarding
preparation required for
cars going out, 15

Moving cars ready
for paint repair, 15

Customer dropped in
paperwork to confirm
finance document, 30

3 used cars with
unknown MOT status,
so had to chase various
sources. Ended up
going on Government
website, 45

Approached by new car
department to help propose a
deal to black horse as Bank
PSA turned customer down
(circa 50% of these get
approved by black horse), 30

help identifying cars for
photos, 45

Tried to source RCZ but
nothing in stock. Checked
network - had to pass to new
car sales. (n.b There was a
car at PCR Rochester, but the

dealer would not release), 40 5 L E A N
'—
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Pitch work / pricing cars, 15




. . Time VA/NVA/

Moving cars ready for paint repair
Internal email regarding preparation required for cars going out

Customer dropped in paperwork to confirm finance document

3 used cars with unknown MOT status, so had to chase various sources.
Ended up going on Government website

AutoLine follow-up calls calls from the diary / Prospecting

Approached by new car department to help propose a deal to black horse as
Bank PSA turned customer down (circa 50% of these get approved by black
horse)

Tried to source RCZ but nothing in stock. Checked network - had to pass to
new car sales. (NB There was a car at PCR Rochester, but the dealer would
not release)

Telephone calls from Autoline diary
Help identifying cars for photos
Pitch work / pricing cars

Test drive / presentation / dealt
Paperwork following deal

Telephone calls from Autoline diary

12 www.leanuk.org
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Three Types of Work Motion (Waste)

Any motion that adds value to the product -
Changes the fit, form or function

m Weld flange onto part

m Bolt part to product

If you stopped doing this
there would be no
adverse effect on the
product or service

Value Added
Work

Non-Value Added Work

Motion that creates no value -
Not needed at all in doing the
work

m Walking to get parts

m Waiting for parts

Motion that supports actual
work (usually before or after
net work - No added value
but must be done

m Walking to another location
to receive parts

m Removing packaging

m Removing parts from a
pallet

Adapted from Taiichi Ohno (1988): Toyota Production System LEAN
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-

m Whilst we can debate Malcolm Gladwell’s
10,000 hours there is no doubt that practice
improves performance

m Where is the practice in the sales department?
m What are the routines used?
= How would we know what to practice?

_i LEAN
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Grasping the Current Situation

What is the Value Stream?

:LEAN
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Value Stream Steps

New (to brand or dealer) potential customers ‘ Existing customers

Potential car buyers in the area in a year that will consider the brand

Make an enquiry of the dealership by phone / in person / website

¥

Speak to sales person

¥

Get a demonstration / test drive

¥

Negotiate price

¥

Agree and buy

m OK, but what's the performance of the process?”
m And what’s the gap, versus the above ‘ideal”?

:LEAN
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Value Stream Performance

m Few dealers measure their pre-sale process

m Some facts* about customers:

85% have decided to buy a car before visiting a dealer
/8% of those that go out and look at a car, buy one
89% of them want to drive the car before they buy it
68% said they got a lousy presentation/demo — if at all

65% said salesperson didn't qualify their wants & needs, or establish
some rapport before trying to sell them a car

m 46% bought on the spot if they got a good presentation/demo!
m At any given dealer, only 20% of enquirers buy a car!

m Boy, has this industry got problems!!

* Source: Sewells 2000-2005 LEAN
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Pre-Sale Process Performance

So, does the performance look like this...?

D brand or dealer) pote : DIME Existing customers

Make an enquiry of the dealership

. 2

Speak to sales person

2

Get a demonstration / test drive

¥

Negotiate price

.

Agree and buy

:LEAN
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Pre-Sale Process Performance

...or like this?

D brand or dealer) pote : DIME Existing customers

Make an enquiry of the dealership

. 2

Speak to sales person

/

“

| Get a demo / test drive

\

“

Negotiate price

\ /

"

Agree and buy

:LEAN
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Pre-Sale Process Performance

...Or even this?

Existing customers

Make an enquiry of the dealership

. 2

Speak to sales person
T = 2
Get a demo

¥

Negotiate price

. 2
And WHY? Agree/buy

www.leanuk.org

:LEAN

ENTERPRISE
ACADEMY



Summary

m In all 3 cases,
...not only is the customer purpose not met (value)
...but also, the 'business purpose’ could improve
m By converting (more) enquirers in a professional way

m Need to meet / improve both
m S0 what's happening?

m Think:

m If it's not Value...

m ...it must be Waste

LEAN
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Pre-Sale Process Performance

What proportion leak after here and

Conquests: where from and why? ] why?

New (to brand or dealer) potential customers Existing

No. of potential car buyers in the area in a year that will consider the brand

. - Branding &
No. who make an enquiry of the dealership Advertising

/

No. who speak to sales person Enquiry
management

No. who get a demo/test drive

Quality of sales
process

No. who negotiate J

/a2
| Why only 30% Whatare ~No. agree/buy
[ Profit if 40%°? convc_arsmn Leaks: not retained via After-Sales
ratios?

‘LEAN
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Summary

m Leaks are waste
m Probably to the customer,
m Definitely to the business
m What's the cost of attracting 100 customers only to sell to 207?
m Leaks are problems, problems mean gaps

m Need to measure, prioritise and break them down
m For the business as a whole - by salesperson

= To make value flow you need to:
m Make the work visible.
m Make the process visible.
m Make the progress visible.
m Make the problems visible.
m Make the measures visible.

LEAN
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Sales Funnel Meetings

24 www.leanuk.org



Grasping the Current Situation

What is the Role of Management?

:LEAN
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Lean Leaders do Two Things

m Get each person to take
initiative to solve
problems and improve

hIS or her _]Ob o b &:6 Inprovement
= Ensure that each 4 7/?' o
J = . . y --% _ provement
persons’ job is aligned to o B2 :/
provide value for the "D /f: R Teprevee
customer and prosperity T —

for the company
Get the work done and Develop Your People
- at the SAME TIME!

Ref: John Shook - Lean Leadership LEAN
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What do we know about
How People Learn?

m Conceptual understanding through
m books, lectures, discussion

m Behavioural change through:
m Experience
m Mistakes
m Experimentation and trial & error

LEAN
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How to Teach?

m Target Condition — To build capability so people “can
do & improve” (themselves)

Levels of ability
1. Knowledge

Swtable to teaching in a
» lassroom in “Off-JT” manner

2. Understanding Better taught with actual problems

3. Capable and situations through “OJT” with

4. Do well > mentoring from capable superiors.

5. Can do and improve Skill can not be developed in a
classroom alone

Trainina Matrix: Training Basic awareness @ Can carry out @ Can carry out ' Able to train
9 ’ identified of process task supervised task unsupervised others in task
ENTERPRISE
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Teaching & Learning

Le%gls of ability

1. Knowledge Off-JT

\
OJT \ Concepts suitable to
\\ some degree of
\ “classroom teaching”
Skills best learned 2. Undel‘§ta nding
through experience,
from actual problems |3. Capa blé
and situations \
4. Do well
\
o J D 5. Can do and
Lot Improve ‘\
Source: John Shook ‘LEAN
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What do we know About
How People Learn?

m Conceptual understanding through
- m books, lectures, discussion
°. m Behavioural change through:

m Experience
m Mistakes
m Experimentation and trial & error

m Build structured opportunities for
people to learn the way they learn
most naturally

LEAN
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Sales Leadership &
Management System




Applying Lean to Sales
Hunting & Farming Customers!

m Visual Sales Performance
m Oobeya & daily review
m Developing a process to farm customers

Plan for every customer & a plan for every
car - new & used

:LEAN
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Farming

m Involves an intense process of working the database
m 5 exercises done per day
m Researching the customers existing financial agreement
m Researching the service history of the vehicle
m Getting to know the customer by facebooking him/her
m Family hobbies and lifestyle

m Putting together a compelling offer to trade in the existing vehicle and
replace it with a new vehicle with little or no increase in installments

= Aim to retain 100% of the customers motoring spend
m -New vehicle, used vehicle, service and parts

m In 6 weeks: Sold 19 new cars, traded in 19 that became used cars. Sold 13
of the 19 used cars

m 32 deals that we would never have had
m It is way of developing a plan for every customer and every vehicle.

LEAN
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Mo} Toyota Ottery Profit

£1.4m

25 £1.2m

220 £959k
= £790k
cC
(O
Y

10 £300K

2010 2011 2012 2013 2014LLEAN
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Sales Performance
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Il Meet the lab rat:

Yottt



B Hypothesis we're testing:

 Selling has a standard process.

« Standard skills needed to qualify, present,
handle objections and close.

« With product knowledge.

* And genuine activity.

» And adhering to a standard process, it will
result in sales.

Yottt


















Lean Transformation Model

Leads to

target
condition Situational Approach

Value-driven Purpose: How do we
What problem are we trying to solve? develop people
] I who can change

. Management the work
How will we System correctly?
improve the
value creating @
work? "

Operational
~ Improvement

Capability
Development

|

What

i leadership
What basic :
assumption behaa:(;our
mi:c::ets Leadership | manageme
. nt systems
un:llfirshe - are required
change? ) Lean Thinking and Practice - ‘ for this?

Respect, Challenge, Kaizen, Alignment,
PDCA, Science, Gemba, Problem-Solving

LEAN
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The Halfway Purpose

Halfway Team-X Strategy January 2013 ( Version 2 )
Customer Value Our Goals

v Acquiing & Senvicing Venicies ,
Recehing Unmatched Customer Experience Nett profit ( % Turnover) > 5%

: 100% mmgm ¥ Absorption ( supporting depts ) > 100%

v Right First Time - F.R. 100% v mm:cnmn%umamsmes >
wﬂm ...e;s?; o v Used:New ratio 0,75:1 (or 6000 unts)

: v Service Retention 80 % of 5 year sales (exc. tax)

v Customer convenience & minimum intesruption 10 mobility T moloring spead

People Process
/ Deveop prbiem sching capaify of marager § S T
eicp probler g capsity of mareges ¥ Make problems visble
¢ Praclise Genchi Gembutsu /  Briliant Basics
s = Asakai ¥ Exsytodo business with
-(K;f;ﬂ‘m' Focus on Improving :
- » Qually
v Use scentic mefhod fo evalusie 8 analyse GAPs & set @owgy
/ :smnb Leod]ef pt bo mplement Standand Wosk D;Sem; CF MI:FI.;
eam concept bo im ©
: Dewwioping | Follow me Unlock
¢ Develop capacity - A plen for every person , Cupubites | g flow of 3 i -
¥ Use questions to encowsge focus cn “Geasp the Stuation”, g Value to 3 qumm Wmh
Go'o See § POCA ‘ v ; Customer 3 pzdﬁle&
¢ Use A to make frinking clesr & coach 7 *1 y 3 hmhnhgsmllqlh
nEsn . S 3 Plan for every car {make plan of werk isie
/ ?mpi;d::q&lmmmumm i ;:::'. p 3 Rdalubms!&shrﬁ[*uhdmi)nde
B - procezs)
¥ Expose siaffio Purpose § Process bo get lignment § ¢ Show mapuct = Plan for every Cusiomer (siage in buying cycle visible)
pericpston n gosl seting Customers

7 Develop basic skils proficiency ...Sales: product
knowledge, Senvice : diagnasbes, Parts : Inferpeetation,
Used : Valation, F & | : Gelting Finance Approved, Service

Advsces: T Step Process, Manegers : Coaching Integrity + Respect for Al + Kaizen . 'ﬁ*":':'ﬂbv'id:m "
| . :LEAN
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Summary

m \What problem are we trying to
solve?

m What do we need to improve to get
there?

m How do we develop the people?

m \What leadership behaviour and
management systems are required

to do this? Lean Lab
m What thinking style and tools and

technigues do we need?

‘LEAN
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Applying Lean Thinking
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