ettling into my new office overlooking both
S the Paarl mountains and the Cape Flats |

get to thinking about whether | should have
gven expected to see a drawer marked ‘Leader-
ship’. I guess there are two units of analysis here:
one treating Leadership as a topic much at the
level of Finance, Ops or Marketing, and the other
at a meta-level.

In looking in the drawers for Leadership I'm
making what philosophers call a class error —as
in “Can | get you a glass of water, or something
to drink?”.

What’s in the drawers, then, is Leadership
as an academic topic. What | was looking for,
rather, was an answer to the question, “Where
will | find leadership and, particularly, research
leadership?”

It seems to me, as | stand in a top business
school, looking over the offices of multination-
als, framed both by the distant exclusivity of
Camps Bay and the crushing poverty of the
airport slums, that in addition to our broad and
overriding interest in our students, there are three
separate constituencies that concern us: our
own scholarship and intellectual life; industry,
commerce and public service; and the society
in which we live.

One can take the direct view, of course. What
does the academic agenda demand? What does
industry demand? What does society need to
have researched? There are good arguments for
taking these uni-dimensional views. After all, you
won't get published in academic journals of even
modest standing if you don’t show currency,
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coMment

Nothing in

the drawer...

So ... this is the Leaders’ Laboratory (looks around, opening drawers). Hmmm,
interesting papers. Wonder where they keep the actual Leadership (opens more
drawers). Nope ... can't find any drawer marked Leadership ...

contemporaneity and relevance to the issues
deemed important by editors. Similarly, there
are good arguments for demand-led research
leadership; research aimed at satisfying the
expressed and contemporary demands of
industry, commerce and policy bodies. Again,
the argument proffered here is one of relevance.
And, yes, we as business academics should be
seeking relevance: we are neither philosophers
nor poets. And, as for the demands of society
itself...what could be more motivating or noble
than research about, say, the dynamics of poverty
or mobility in (inevitably) stratified societies.

But that’s not leadership in the context of
research. That’s just pragmatism. The academic
who ignores industry while analysing its dusty
data, the management consultant responding
merely to the short-term demands of a client,
or the ivory tower theorist of social mobility are
merely floating down the currents of whichever
water they paddle. Going with the flow isn’t
navigation; it’s abrogation. ..

We need a mutuality of interest between the
three constituencies here. Industry, commerce
and policy bodies have resources, knowledge
and the key to access. It's right and proper
that business schools should allow and expect
these bodies directly to influence their research
agendas and, in return, to support the schools
in terms of access and financing. As researchers
we should espouse an emancipatory agenda
not because it’s good business, but because
it's just right to do so. And in return we can
expect the recipients of our endeavours to be

by John Powell

open with us, to assess our work honestly and,
above all, to engage themselves actively in their
own development.

And as | look out at the wonderfully complex
and rich, wonderfully difficult South African
scene, it becomes clear that | should be look-
ing for leadership, not in the imaginary drawers
of our Leaders’ Laboratory, not in industry or
researchers or the beneficiaries of social projects
alone, but in the three-way communication of our
interconnected interests.

And the challenge for us all now, is to find
ways in which that communication can be made
real — for the benefit of all the parties in that scene
which | now see every day from my window. M

Prof John Powell took office as director of
the University of Stellenbosch Business
School in May 2010. He was former head of
Strategy at the University of Cardiff Business
School in Wales and has taught widely in
the international domain. Before switching
to academia, he was involved in industry as
a systems engineer and strategist.
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13 ways to turn people On

Past experience at Sasol Mining provides thirteen lessons on how to turn on the people energy to drive sustainable excellence in

your internal operations.

ustainable operations excellence is pursued
S by many businesses nowadays. Many of the

famous success stories in industry can be
linked to internal drives to improve operational
processes, for example those of General Electric
and Toyota. Moreover, sustainable operations
excellence is increasingly seen as the blueprint
for maintaining competitive advantage. And the
recent global economic downturn has accentuated
the dangers of non-sustainable business practices.

6

by Marinda Swart and Johan Louw

Competing in the commodity market is
especially tough because there is not much scope
for difference in the way competitors can strategi-
cally position high-volume, low-cost commodity
products. The ability of a commodity business to
differentiate itself, and build competitive advan-
tage, often lies in the capacity to perform similar
activities better than competitors do.

Since 1998 Sasol Mining, which operates in
a commodity-type market, has introduced several

initiatives to improve its operational processes
and models, culminating in its more recent and
ongoing drive for operations excellence.

To capture the essential lessons from past
experience within Sasol Mining — provided by its
own successes and failures — an MBA research
project was conducted at the University of Stel-
lenbosch Business School (USB). It took the form
of a case study, and the main aim was to develop
a better insight into the factors that could give
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THE JOURNEY OF IMPROVEMENT AT SASOL MINING — 1998 to 2008

* The first improvement programme, known as the Renewal project, was launched in 1998.
Ambitious improvement goals were set in the areas of quality, cost, delivery productivity,
safety and morale. After targets had been set by executive management, they were contracted
with each unit leader in the business — typically the shift bosses and foremen of production
and maintenance sections underground. All units had to come up with their own plans on how
to close performance gaps and reach the set targets. A rigorous tracking system and a reward
scheme for achieving certain performance milestones were implemented.

The results of this project silenced many critics at the time. Operating profit increased dramati-
cally, productivity rose, cost increases were contained below the PPI, and employee morale
improved.

During the Renewal project, it was recognised that maintenance practices in Sasol Mining
would also need improvement in order to decrease equipment downtime. This led to the
implementation of the Vuselela project in 2002. Again, challenging targets were given to
maintenance and production teams. Full-time trackers were put in place to track action plans
and improvement results.

The results of the Vuselela project were positive. Equipment downtime decreased more than
50%, operating profit continued to rise and costs were contained below PPI. Although produc-
tivity improved, it did not come close to the improvement targets set, and declined again after
an initial upward response.

In 2005, Project 2070 started. This initiative was motivated further by changes in the business
environment such as the introduction of the Mining Charter and the prospect of lower future
sales volumes for Sasol Mining. Project 2010 had six focus areas, which covered Continuous
Improvement (Cl), Mining Charter compliance, safety and health, overhead cost optimisation,
logistics, and the role of people.

Although this project produced some pertinent benefits in terms of operating profit, the
productivity improvements could not be sustained. Various labour actions during this time
further contributed to declining productivity. High demand for skilled labour in the mining
industry worsened the situation as employee turnover started to rise, largely in the sought-
after artisan and miner categories.

management teams an advance indication of the
sustainability of an improvement initiative or of
operations excellence as a whole. The outcomes
of the research were consolidated into a single

Sustainable operations
excellence is increasingly
seen as the blueprint for
maintaining competitive
advantage

lead indicator model that was successfully tested
and adopted for future use. This newly developed
sustainability model covers three aspects: busi-

USB LEADERS’ LAB  VOLUME 4 NO 2 2010

ness practices, improvement methodology and
people.

Among the many messages that were extracted
from the research, one was particularly strong,
namely: it is easy to overlook the role of people
in a company that is associated with world-class
technology and engineering skills. This article
reports specifically on the people-related aspect
of this USB research.

I Prospecting for improvement

In 1998, Sasol Mining found itself at the cross-
roads. Having shown declining operating profits for
five years in a row, it faced the possibility that its
operations could be outsourced to another mining
house by the Sasol Group. Extensive investigations
showed that the company was operating far below
its productivity capacity. To energise its operations,

OPERATIONS MANAGEMENT

the company embarked on a major renewal project.
This was the start of the improvement journey under-
taken by Sasol Mining since 1998 which included
two other initiatives before the current Operations
Excellence initiative (see box on the left).

The results of the improvement journey from
1998 to 2008 speak for themselves. Sasol Mining
turned around a declining business, barely making
R250m profit in 1998, to a valuable cash generator
in the Sasol Group, reporting R1.4b operating profit
in 2008. Although there were mixed results from
an improvement initiative point of view, the culture
which was established in Sasol Mining during this
time was one of continuous improvement, excel-
lence and people involvement on all levels.

In 2006 the Sasol Group embarked on an
operations excellence drive for all its operating
companies. As part of the group-wide endeavour,
an Operations Excellence Management System
(OEMS) was developed to serve as a guideline to
all businesses in the group. Sasol Mining intro-
duced Operations Excellence (OE) as a continuous
improvement programme by the end of 2008. OF
was positioned as part of the strategic journey
to double the company’s business by 2020. The
OEMS served as the governing framework for the
OE implementation in Sasol Mining.

What did OE bring to Sasol Mining? How does
it differ from Renewal, Vuselela and CI?

* A data management system (DMS) was installed
on the continuous miner machines underground
to collect real-time, accurate data from the
machine regarding production time. The data
were then analysed and reported per production
section, per shift. This formed the foundation of
the improvement process, reflecting real-time
performance gaps.

Each operation in Sasol Mining was reviewed
according to the Sasol Group OEMS. Perfor-
mance gaps and improvement opportunities
were identified through this diagnostic exercise.
The internationally accepted Lean Six Sigma
(LSS) process improvement methodology was
implemented on different levels in the business.
Strong focus was placed on training and
coaching. Management teams were coached
on the use of the OEMS, full-time facilitators
were trained in the Lean methodology, full-time
black belt facilitators were trained in the Lean Six
Sigma methodology, and all production teams
were trained in the basics of the mining process
(as measured by the DMS).
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Although OF was still being rolled out at the
various operations in Sasol Mining at the time of
this study, preliminary improvement results for
productivity and cost were very positive.

| Back to the future

Given the history of improvement projects
described above, Sasol Mining wanted to ensure
that sustainability factors were built into the OF
programme. Past lessons learnt from initiatives had
to be formally captured and the OEMS had to be
evaluated as a diagnostic tool to predict ongoing
sustainability of operations excellence. These
needs gave rise to the USB research. The research
involved three steps: a series of comprehensive
interviews with 13 people who had been deeply
involved in the improvement projects over the
preceding ten years (see box at top); a comparison
of the OEMS as a diagnostic tool with the most

* The three managing directors of Sasol
Mining since 1998

© Two general managers

* Three senior line managers (one mine
manager and two shaft managers)

© The manager of operations improve-
ment

© The manager of technical training

° An internal senior consultant

* Two LSS black belt trainees

current operations excellence literature; and the
development and testing of a revised diagnostic
framework.

Avoid diluting

How to generate the energy to
sustain operations excellence

This article reports on the practical lessons learnt
concerning the role that people play in sustaining a
process of continuous process improvement. These
lessons were then compared to and aligned with
findings from literature in this field. The study came
up with 13 people-management dimensions that
proved to be influential in the past and that had to be
added or strengthened in the OEMS diagnostic tool in
use at that time. These dimensions can be translated
into 13 guidelines that should direct an organisation
when it launches a major improvement initiative
(graphic below). Furthermore, they should be part
of the ongoing process of monitoring and diagnosing
in order to ensure sustainability of the improvement
effort in the organisation. Each guideline is explained
in more detail in the sections that follow.

People driving

Commit to a change

2
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Show strong leadership

Visible leadership emerged repeatedly from the
study as a vital element in building a sustainable
operations improvement programme. Executive
commitment and leadership were sensed to be
strong during the Renewal project and were key
to its success. In particular, leadership language
must be aligned to prevent confusing messages
being sent through the company.

The current MD of Sasol Mining demonstrated
practically the value of visible commitment to
the OF programme. He invited individual shaft
managers to do personal presentations to him on
the OE performance of their shafts. Clear targets
on problem areas were contracted between
the MD and the shaft manager and a follow-up
presentation on the delivery of the contracted
improvements was held. This sent a clear mes-
sage to all that success in OE was non-negotiable.

Many other case studies and practical examples
support this guideline, which is arguably the
cornerstone of a successful and sustainable
operations improvement initiative.

Commit to a change management process
backed by a compelling case for change
The process of change management must be
strong, starting with a powerful case for change
that is communicated upfront. At the start of
Renewal, Sasol Mining had a particularly strong
case for change which was communicated and
understood down to the coalface. This created a
strong pulling power for people to commit to the
change initiative. In 2002 Sasol Mining achieved
the Global Coal Company of the Year award.
Although this was very positive from an operations
excellence point of view, it created a specific
challenge in terms of creating a compelling case
for change during Vuselela and particularly Cl,
since it was natural for people to feel content. The
economic crisis in 2008/2009 again presented
a burning platform to the company to improve
productivity, cut costs and increase operating
profits. This was used with great success in the
OE roll-out.

A proper change management process needs
to be integrated into the implementation plan of
an improvement initiative. During the OE roll-out,
full-time change management agents were part of
the roll-out team. Specific change management
practices were implemented to help people
through the typical ‘valley of despair’ period
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after the roll-out, such as pre- and post-roll-out
assessments, communication through various
media, and celebration of early successes.

Pay attention to the sustainability of
behaviour change

The successful establishment of new behaviours
through the change management process of an
improvement initiative gives an indication of the
sustainability and long-term success of the overall
initiative. Firstly, the required new behaviours
need to be explicitly identified. People need to be
coached in the new behaviours and leaders need
to demonstrate these visibly. Ongoing monitoring
of the new behaviours is a vital driver of sustain-
able improved behaviour. Sasol Mining utilises
formal structures such as steering committees to
monitor and govern changed behaviours.

M Align remuneration to reinforce behaviour
change

In the Renewal project, carefully designed
remuneration incentives created a strong pull
effect towards goal achievement. Similarly, the
redesign and implementation of the production
bonus system during the O initiative created the
energy and motivation of the workforce to utilise
the OE improvement methodology to reach their
improvement targets.

Carefully designed
remuneration incentives
created a strong pull effect
towards goal achievement

[t is critical to ensure that alignment is created
between improvement targets and the recognition
system. This will prevent dissonance among the
workforce and ensure sustained energy and pull
towards improvement targets.

Align performance management to sup-
port change

In line with building appropriate incentives
into the programme, it is necessary to devise a
performance management system that is aligned
with the desired change in behaviour and goal
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achievement. It was experienced through all the
projects at Sasol Mining that whenever there was
uncertainty about the importance of targets, or
monitoring was relaxed, behaviour change and
improvement started to collapse. However, the
opposite was also observed. The performance
targets laid down on organisation level must be
cascaded to individual level to reflect the area
of responsibility and control that the specific
individual has.

@ Put the right people in key positions

The importance of having suitable people in key
positions to drive the change was emphasised
in many of the interviews that were conducted.
The right person with the right leadership skills,
passion and energy to drive the improvement
initiative has proved to be invaluable in more than
one instance at Sasol Mining. Another example
of the importance of having the right internal
person in a key position was where certain key
processes were driven by external consultants.
When they withdrew without suitably trained
process specialists ready to replace them, the
sustainability of the initiative was jeopardised.
The skill of leaders to correctly match a person’s
potential and ability with the need in the company
is critical to unlocking people’s potential energy.

Keep motivation levels up

The level of motivation of the workforce to
perform beyond expectation and to sustain the
performance is another sustainability indicator
for operations excellence. Leaders need to under-
stand what is inherently driving their workforce’s
motivation to perform. The giving of incentives
during Renewal is merely one example of such a
motivational factor. There are other factors which
need to be understood in order that leaders may
create an environment where people are content
and motivated to perform at their best. Motivated
people will automatically sustain high levels of
performance, injecting a critical energy element
into the operations excellence mix.

M Make people from all levels part of
improvement plans

People involvement was very important during
the Renewal project. Employees from the lowest
levels had the opportunity to be part of a team and
to develop their own improvement plans. This is a

lesson learned thoroughly by Sasol Mining in the )
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past ten years: the more involved people are in
creating their own improvement plans, the better
their level of buy-in will be, and therefore the
greater the likelihood of successful implementa-
tion. This holds for people on all tiers of the
organisation: from operators at the coalface, to
middle management and executive managers.

Involving people in the
improvement process
creates ownership

N Get people to own the improvement
process

Involving people in the improvement process
creates ownership, which was shown as crucial to
gain the right momentum. In the Renewal project
there was substantial buy-in, which was reflected
in the results. But to an extent it was also seen
as ‘the consultants’ process’. If consultants are
used to help with the design of the process, the
business needs to have full ownership of the
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implementation, operation and management of
the process in order for it to be successful when
the consultants leave the site.

Train people and make training sustain-
able

Training, and especially ongoing training, was
indicated as a major precondition for sustainable
improvement. In Vuselela, a two-week training
programme was held for leaders, but it was
only a once-off event. Moreover, the training
focused mainly on problem-solving and not on
the improvement methodology, which posed
further problems for the sustainability of the
improvement methodology.

Training programmes should be aligned
with the long-term goals of the improvement
initiative. The continuation of training after the
implementation phase is a critical success factor
which was learned the hard way by Sasol Mining.
If training programmes are stopped, or are not
properly integrated in the standard training suite
of a company, the momentum for operations
excellence is directly influenced.

Avoid diluting the focus of the improve-
ment initiative

The amount of undivided attention and focus
which the improvement initiative receives in the
business can give an indication of the sustain-
ability of the initiative. This lesson was learned
with both Vuselela and Cl in Sasol Mining. People
should not see the initiative as ‘just another
project to be completed’, but rather as the ‘way
we conduct our business from now onwards’.
This mindset provides a powerful focus and
driving force for the sustainability of operations
excellence.

Embed a commitment to performance as
a business discipline

The case study highlighted the need for strict
discipline and a commitment to performance
throughout the organisation. Managers must
take responsibility for their teams’ performance.
Performance targets should be seen as non-
negotiable, and poor performance should have
consequences. Only with this attitude in place
does operations excellence have a chance to be
sustainable. Numerous examples of experiences
during the improvement projects have made this
point clear.

OPERATIONS MANAGEMENT [

Foster a culture of change and improve-
ment

Finally, all the people-related forces set out above
should work together to create an organisational
culture of embracing change and performance
improvement. This culture should be transferred
to all new employees as ‘the way we work here in
our organisation” in order to enable sustainable
operations excellence.

Sasol Mining is fortunate to have a history of
improvement initiatives. Although some ini-
tiatives have been more successful than others,
this history has created a culture of change and
improvement within Sasol Mining which is unique
in the Sasol Group. The findings of this study have
revealed that it is possible to define the elements
of a diagnostic tool to indicate what the probable
sustainability of an improvement initiative might
be. The newly developed sustainability lead
indicator diagnostic tool is currently being used
in Sasol Mining and the OE initiative is adjusted
according to the results flowing from it.

Sasol Mining reported excellent results during
2010, evidence that OE is delivering value and
that OE is gearing the company for even better
results in years to come. [ |

'\ Marinda
‘ Swart

This study was conducted by Marinda
Swart as her MBA research project at the
University of Stellenbosch Business School
(USB), under the supervision of Prof Johan
Louw, subject head of Logistics Manage-
ment at Stellenbosch University. The
research report, Sustainability of operations
excellence in Sasol Mining: A case study,
was presented in March 2010.
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