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Business Education at the Crossroads

B. V. Krishnamurthy*

The financial meltdown and its
shockwaves across the world have put a
guestion mark on the purpose and validity
of business education. Iconoclasts like
Mintzberg have been clamoring for
decades now that the *“A” in MBA
meaning the leadership part of
management cannot be taught. Now an
even larger question is being raised —
whether the business part can be taught.
Part of the problem lies in the collapse of
the agency theory concept according to
which managers are supposed to be
trustees of public wealth and are expected
to act at all times in the best interests of
shareholders. As observed scathingly by
Williamson and Baumol, managers are the
self-serving, empire-building parasites of a
degenerate capitalism.

Part of the problem is that management is
still not a profession in the same breath as
say medicine and law. To be practitioners
in the latter fields, one needs to have a
certain  minimum threshold level of
competence as measured by an educational
system and a peer group. No such
requirement is necessary for managers —
anyone can become a manager. A self-
imposed code of ethics or behavior is
another missing link. It is no one’s
argument that a code alone would deliver
results. Interestingly, when Harvard
introduced a voluntary code of ethics for
graduating students last year, the surprise
was not how many signed up but how
many did not sign up. Does this in a sense

imply that even before taking up positions
of responsibility, we are resigned to the
fact that it doesn’t pay to be ethical or that
we cannot survive and grow being ethical?

The next problem has to do with the
quality, profile and diversity of students.
In the Indian scenario, education is still
seen as a continuum and it is the exception
rather than the rule to get students with
significant and relevant work experience
into full-time programs. If we accept the
notion that the success of business
education is driven to a significant extent
by peer learning, we realize a critical
missing link in our educational system.
Insisting on work experience is a sure
recipe for failure and admitting graduates
with no experience cannot ensure the peer
learning referred to. Further, how does one
realistically portray an organization and its
myriad processes to those who have never
seen an organization? Pedagogical
innovations such as cases and simulations
have limited value against the backdrop of
the lack of experience among participants
that renders discussions vague and
rudderless.

Consider the knowledge dissemination
process itself. It is for the most part rooted
in the under-graduate culture of lectures.
Today we also have to contend with the all
pervasive influence of technology in the
form of ready-to-use power point slides.
The result is vital aspects like critical
thinking, logical argument, and effective
articulation recede into the background.

* B. V. Krishnamurthy is the Director of Alliance Busss School, Bangalore, India




Then of course is the dimension of
outcomes — academic and career. Many B-
Schools guarantee great careers ahead of
graduation day. The Dean of the only
globally top-ranked B-School in this
country, the Indian School of Business
said a few days back that it was ridiculous
for young people to get into a B-School
primarily with a view to landing up great
jobs. While few would argue that the core
mission of any institution is anything but
education, and that careers should follow
as a corollary to good education, fewer
stil would be wiling to place their
reputation on the line and echo the ISB
Dean’s views openly.

Add to this complexity issues related to the
intake process and what students are
expected to learn from the recruiters’
perspective and you have the recipe for a
problem without a solution. As an
example, what do tests like the CAT
measure? At best, they can measure logical
reasoning at a rather elementary level, they
can measure data sufficiency (another
form of reasoning) and language
comprehension. With training institutions
becoming big businesses, and a certain
predictability creeping into the pattern of
guestions, any one with average
intelligence can crack these tests. Can they
ever measure attitude? Can attitude be
assessed in an 8 — 10 minute interview?
Yet, recruiters would tell you that between
two candidates, one with all the answers
and a poor attitude and another with a
reasonable knowledge base and a great
attitude, they would any day prefer the
second candidate. As educators, can we

claim to be agents of attitudinal change
during the two years or less that students
stay in an institution and amidst their

having to grasp the nuances of everything

from basic accounting to corporate
strategy?
What about societal responsibilities?

Sustainability? Inclusive Growth? How
much can we inculcate in young people the
virtues of doing well by doing good? How
far can we implore on them to reduce the
carbon footprint even as they chase their
dreams to have the latest in gadgets and
appliances? How can we sensitize them to
the fact that more than half the planet lives
on less than $2 per day and this bottom of
the pyramd (C K PRAHALAD)
represents a huge opportunity as micro-
consumers and micro-producers? How can
we convince young people that the rational
decision making that is embedded into
their thinking from day one is probably a
myth and the real world is all about
adaptive  rationality = espoused by
ANDREW PETTIGREW?

We don’t have ready answers. The most
fascinating aspect of academia is the
opportunity to explore uncharted territory
and come up with new and often surprising
answers.

(Note: Excerpts from a round-table held

recently between recruiters, academics
and independent think tanks — these do not
necessarily reflect the views of Alliance

Business School or its memBbers




A Summary On

2010 Asian Region Inauguration and Meeting of the IACBE

January 7-8, 2010

Alliance Business School (ABS) hosted

the Asian Region Inauguration and

Meeting of the International Assembly for

Collegiate Business Education (IACBE) in

January this year. The proceedings shed
some much needed light on the value of
accreditation and what it meant for b-

schools, especially in India, in terms of

excellence in education. The event was
attended by scholars and directors of b-
schools.

The program was initiated by Dr. B. V.
Krishnamurthy, Director of ABS &
President of IACBE’s Asia Region, with
his talk on “IACBE and the Vision for
Asia”. The talk centered on the history and
value of accreditation, the IACBE, and its
plans for the Asian region.

The most meticulous business
accreditation body, the AACSB
International, was founded in 1916 by a
group of lvy League b-schools and it is
now considered as the golden stamp of
guality and excellence by business schools
in North America and around the world.
Similar accrediting bodies like EQUIS and
AMBA have made strides in Europe.
These bodies assess the quality of a school
based on several criteria and thus being
accredited is an affirmation of the school's
commitment to quality and continuous
improvement, resulting in enhanced brand
recognition and appreciation.

The IACBE, a relatively younger
organization, was founded in order to
provide a distinctive flavor to the
accreditation process and since then has
expanded to house 230 members and

accredited over 160 business programs
across 22 countries. The IACBE’s

accreditation process is mission sensitive
and outcomes based and encourages
continuous improvement.

One of the topics raised during the talk
was the distinct mechanisms of Indian b-
schools and how accrediting bodies need
to note these differences while defining
standards for them. While it is a common
practice in the US and Europe to admit
candidates with at least 3 to 5 years of
relevant work experience, this is not so in
India. Candidates with work experience
are favored, but the majority who get into
b-schools are undergraduates from
completely unrelated streams like arts and
pure sciences. This puts an enormous
pressure on the system to develop a
distinctive curriculum which would help
these inexperienced individuals to
transition into responsible executives,
something which cannot be achieved
without quality faculty. Again there is a
big chasm here. Research productivity in
the area of business is low and not many b-
schools are investing in faculty
development. National accrediting bodies
are also a stumbling block. Many attendees
argued that they are not flexible enough to
tolerate innovative advancements in
business education. Collaborative efforts
among the local accrediting bodies, b-
schools and the industry are a must to
bridge the gap in quality.

In this regard, the IACBE hopes to be an
accrediting agency of choice in the Asian
region by encouraging collaboration and




cooperation, intra-region exchanges and
introducing calibrated pricing for the
accreditation process.

Dr. Madhukar Angur, David M French
Distinguished  Professor, School of
Management, University of Michigan,
Flint, USA, described how excellence can
be achieved through accreditation and how
it can impact the society at large.
Excellence being the pursuit of a noble
goal on a wide range of parameters and
accreditation being a validation of key
processes by a peer group, organizations
can measure effectively the extent to
which their key processes contribute to the
achievement of high quality outcomes.

Accreditation also has the potential to
affect the broader societal framework.
Using the World Bank's Knowledge

Economy Index (KEI) study, an aggregate
index representing the overall

preparedness of a country towards the
Knowledge Economy (KE), Dr. Angur

presented an analysis which showed a
strong and positive correlation between the
number of accredited institutions per
million people and the KEI. The societal

implications of accreditation with respect
to quality of life and entrepreneurial

development were also discussed:

According to The Economist
Intelligence Unit’'s Quality of Life
(QOL) index, Education is one of the
contributing factors to the QOL.
Excellence through accreditation leads
to improved quality of higher education
and hence better quality of life.

Entrepreneurs add income to the
household and create jobs and wealth to
the community. Research conducted in
2008 across 43 countries by the Global
Entrepreneurship  Monitor (GEM),

started in 1997 by Babson School &

London School of Business, shows that
even nascent entrepreneurial ventures
can go a long way in contributing to the

development of a nation. Hence

encouragement of nascent

entrepreneurial activity complemented

by better quality of higher education

(achieved through accreditation) leads
to a better quality of life.

The following day, Mr. Thothathri Raman,
Chairman of SEAA Trust, a body
committed to bringing the best
accreditation processes to India, engaged
the audience with his talkk on
“Globalization and Accreditation.” One of
the themes which emerged during the
session was the quality gap in the Indian
higher education scene due to a palpable
lack of educational leadership. “Investing
in faculty development should be a high
priority”, he said. As discussed the
previous day, the issue of local official
regimentation was again brought up as a
major deterrent to growth. “Their policies
are strong but not always conducive to
growth”, he said.

With emerging new markets like Retail,
Investment Banking, Healthcare,
Education, KPO, and Travel & Hospitality
demanding massive talented manpower
and leadership, b-schools must equip their
students to do exceptionally well in these
areas and encourage faculty to participate
in consulting assignments with these
industries.

Being accredited by an international
accrediting body like AACSB, EQUIS,

and IACBE; considering GMAT scores at
the intake process; demanding a minimum
of 3 to 5 years of relevant work experience
from prospective candidates; having a
governance board comprising the best
from industry and academia; having




faculty on corporate boards; having a good
proportion  of  professionally and
academically qualified faculty; large
student intake; a world-class infrastructure
with  100% student accommodation;
having a digitized library with global
databases are all some of the qualities of a
“global” b-school. If a b-school wants to
attract better quality students from around
the globe, these basic criteria have to be
met. Accordingly an accrediting agency
has to set standards or principles which
would always facilitate the global
expansion of a b-school.

He ended his talk with some quality
building tips for b-schools:

Institutions need to maintain strong
internal communication systems like an
intranet where some manual processes
can be eliminated, top management can
disseminate information efficiently,
faculty and staff can be in constant
touch with each other and students; and
students can showcase their write-ups
or project reports.

Students should be encouraged to take
up simple and value adding projects
rather than complex and redundant
ones.

The concept of using templates should
be introduced at every level of the
organization  for consistency of
information and convenient record
keeping.

External faculty must also be made to
submit their lesson plans before
allowing them to teach.

Kaizen clubs comprising students,
management, and faculty should be
active and hosting quality events
regularly.

Education has to seep through the
organizational pyramid. The
responsibility of educating the
subordinate staff and their families is
that of the institution.

Voluntary accountability and
responsibility of action should be made
part of the culture.

Certain amount of time and capital
should be invested in aesthetics.

Faculty development should be seen as
an investment and not a cost as they are
the primary resources for quality
building.
In their session, Mr. William Parrott,
Director of Membership Service and
International Programs, IACBE and Mr.
Paul Mallette, IACBE Director of Eurasian
Operations, talked briefly about the
IACBE accreditation process & principles
and gave an introduction to preparing a
self-study report. Since the outcomes
assessment process is the capstone of
IACBE accreditation, a significant amount
of time was spent in educating the Indian
audience about this. Different direct and
indirect measures were explained and the
possibility of incorporating a certain
amount of flexibility into the process,
keeping in mind cultural differences, was
also discussed.

Being the first and only b-school in India
to be accredited by the IACBE, Alliance
Business School cherished this opportunity
to host the inauguration of the IACBE'’s
Asia Region. The event sparked a dialogue
on the value of accreditation and what it
takes to be recognized as a quality, global
business school. The participants were
appreciative of the interactive sessions and
we hope that, in this region, accreditation
will be viewed as a tool for self-evaluation
and quality improvement.




AACSB Regional Conference

The Standards for Educational Advancement
and Accreditation Trust (SEAA) in association
with AACSB International (Théssociation to
AdvanceCollegiateSchools ofBusiness) held
The Regional Accreditation Conference 2010
Bengaluruon February 22. Having hosted the
IACBE Regional Conference in January this
year, ALLIANCE was proud to be one of the
sponsors of the event which gathered a
participant pool comprising academics and b —
school leaders.

The theme “Globalizing with Accreditation”
led to discussions on the challenges and
opportunities for Indian b-schools looking to
tread the global path. International
accreditation paves the way for amicable co-
operation among b-schools around the globe.
Faculty and student exchanges become easier
and knowledge sharing and research
collaboration can become a reality. But the
challenge lies in self — evaluation and
continuous improvement. Accreditation is a
process that forces you to look hard at the
systems which you have implemented and
since the benchmarking is against global best
practices, either you adapt, innovate or perish.

Three b-schools namely, ISB, Hyderabad;
PSG, Coimbatore; and TAPMI, Manipal
shared their AACSB experience, having
become candidates, and gave the audience a
sense of the nuances involved in going through
the process. The assurance of learning
standards, AACSB standards which require
you to effectively measure your outcomes, was
expressed as a key area which could pose
complications if comprehensive measures are
not put into practice. The representatives
acknowledged that while the process can be
long and cumbersome at times, it has
consistently made them think and take
corrective steps to improve the quality of their
strategic schemes and administrative
procedures.

In her address, Dr. Eileen Peacock, vice
president and chief officer, Asia of AACSB
International, emphasized the importance of a
well thought of mission. “We don’'t mind even
if your mission statement is under review.
What we try to assess is how much of a
mission driven institution you are”, she said.
AACSB has 21 standards which it uses to
determine the quality of a b-school under
review and these standards are categorized as
Strategic Management Standards, Participants
Standards, and Assurance of Learning
Standards. Mission appropriateness and a
school's commitment toward the fulfillment of
its mission comes under the Strategic
Management Standards and is an important
aspect in the growth of the institution. AACSB

looks at how well an institution has
managed/plans to align policies and
procedures consistent with its mission.

Intellectual Contribution, Financial Strategies,
Continuous Improvement Objectives are some
of the other standards in this area.

Under Participants Standards, the AACSB
includes policies for Student Admission,
Student  Retention  practices, Faculty
Sufficiency & Faculty Qualifications, Faculty

& Staff Development processes, Faculty &
Student Educational Responsibility, to name a
few. The Assurance of Learning Standards
includes Curriculum Management and
Learning Goals. Due to time constraints, the
exhaustive standards were merely touched
upon. Participants were encouraged to educate
themselves through resource materials
available on AACSB’s website and to attend
as many workshops as possible, whether they
were pursuing accreditation or simply
interested in knowing about the AACSB
International and its commitment to quality
and excellence in management education
through accreditation.

See pages 21 and 22 for pictures




The Best Class | Ever Came Across
A Teacher’s Account

Aparna Sethi*

It was on the % of December 2009 that |
came to know | was assigned to teach a
course on HRM at the central campus. Of
course the fun part (or the not so fun part)
was that the course was scheduled to start
from the 3* of December. Apart from the
fact that | had only two days to prepare,
proximity also posed a slight concern as
teaching at the central campus meant
having to travel 40 km a day from my
place in the city. But business beckoned
and | prepared myself to go there and
teach for the duration of the course.
Besides, working at the central campus
was a unique opportunity, with all its
650000 sqg. feet of magnificent built area
and state-of-the-art ambience.

December % finally arrived. The class
was scheduled to start at 10:30 am. |
reached the campus at 8:30. | had a heavy
breakfast, inquired a little about my
prospective students from a fellow
professor, gathered all the last minute
details from one of the research associates
and the area chair and before | knew it, it
was 10:25 and time for me to get to class.

| was introduced to the class by another
professor and was left standing at the altar
with a whole class of assorted students
staring right at me. Some of them could
not hide their curiosity to know about their
new professor, some were looking at me as
if 1 was going to bore them, and some
were giving me the dreaded “outright

blank stare.” They all had their Gary
Dessler & Biju Varkkey’'s book on HRM
opened up in front of them and it seemed
as though they were expecting me to teach
from the big book, verbatim. This was the
first time | had seen all the students carry a
book to class on the first day itself.

“This looks like a tough class” | thought
and proceeded to start an ice breaking
activity, a simple routine that | follow to
get to know the students better and give
them a chance to get to know me. After
this the students became much more
relaxed and attentive and | began with the
lessons for the day. And so our journey
started.........

Over the course, the students had the

opportunity to hone their HRM and
communication skills through various
inter-group competitions that | had

arranged for them. A busy class schedule
meant limited amount of time for each
subject area for the students, but they
always managed to do well. The “Fun
Saturday” event was  particularly
interesting as the creative young minds
had come up with a slate of fun activities
for that day.

This class had more or less 10 to 12
students with relevant work experience
and they contributed a lot by sharing their
comments and experiences with their
fellow classmates. Students were also very

* Aparna Sethi (aparna.sethi@alliancebschool.ac.in) teadhenan Resource Management and Marketing at

Alliance Business School, Bangalore, India.




encouraging. If they liked a particular
example, a video, or a session, they would
applaud and appreciate the effort and this
motivated me to bring the best to the next
class.

The students also had an understanding of
the importance of blending theory and
practice. They would interact with industry
professionals to whet their knowledge and
skills, further building their network while
still at b-school.

| had scheduled for a set of presentations
from 21% to 23 December. This period
was full of surprises as the students had
put in a lot of unforeseen efforts to get
their points across. Some students
interviewed Prof. Premanand Shetty, a
senior HR professor, on recession. Some
enacted a self prepared case study on
stage. Some exhibited exceptional role-
plays. A group talked on CSR and another
on fun at workplace. One particular
student had come with his first poetry
work on HRM. | was left amazed and
waiting for the next set of presentations
during these two days.

One group had even conducted an
academic research for the presentation.
They had prepared a questionnaire which
was circulated among 500 IT employees,
out of which 90 had responded. And | also
came to know that they were preparing to
present the work at a conference.

The participation went beyond the class-

room. The learning went beyond the text-

books. It is often the students who are
appreciative of the teachers, but during this
course, | learned a lot from the students as
well. Their enthusiasm to learn touched

me. | had even planned to award the best
of the performers with appreciation letters,

but the entire class outperformed and did
exceptionally well.

Today, with utmost confidence, | can say
that these students will only get better and
go on to become successful managers. |
want to appreciate them from the bottom
of my heart and wish them my very best
for a bright future.

| will never forget this energetic and
participative class. Term II, Section H is
the best class | ever came across!
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A Case Study On

CORUS: Product Development through Continuous Improvemat*

Introduction

Corus is part of the Tata Steel Group, the
world’s sixth largest steel producer.
Within Europe, Corus is the second largest
steel producer with average annual
revenues of around £12 billion. The
company produces more than 20 million
tonnes of steel each year, mainly in the UK
and the Netherlands. It has a global
network of sales offices and service
centres, employing around 42,000 people
worldwide. Corus is a leading supplier of
steel to some of the most demanding
markets around the world.

Corus Long Products Business (CLPB), a
business unit of Corus, has steel
manufacturing facilities in England,
Scotland and France. These produce
different steel products — from steel plate
to steel rails and wire rod. The key
markets for CLPB products include
construction (for buildings), engineering
and machinery, mining and earthmoving
equipment, shipbuilding, fastenings and
rail. The principal manufacturing site in
Scunthorpe covers 2,000 acres and
employs 4,000 people. The site consumes
6.5 million tonnes of iron ore and 2 million

*Source:www.thetimes100.co.uk
Revenuesthe total value of sales

tonnes of coal each year to produce 4.3
million tonnes of steel products.

This case study focuses on how Corus
used its knowledge and experience of
continuous improvement (CI) to win
new business. Continuous improvement is
a tool that gives competitive advantage.
This means the business can move ahead
of competitors and increase itearket
share Using skills and expertise in a
structured way enables an organization to
create better processes and products. Corus
used CI to support itsnew product
development (NPD) enabling it to meet
the needs of its customers more closely.
Developing innovative products through
continuous improvement is at the heart of
Corus’ business strategy.

Continuous improvement enabled Corus to
overcome problems in its steel works.
Several years ago Corus bid for a Royal
Navy contract for steel for T45 destroyer
vessels. Up until that date, this was the
largest Royal Navy contract awarded.
Corus did not get the work because the
business at that time was not seen to have
the capabilty of meeting the high
specification of steel plate required.

Markets: the range of means by which consumers can buy a partjmdduct or alternative

to it.

Continuous improvement (Cl): an ongoing process of seeking to make improvements to

company practice.

Market share: the percentage of sales within a market that is helchbyboand or company.
New product development (NPD)the bringing of new products or services into a consumer

or industrial workplace.




Losing the contract showed Corus it - waste has been minimized

needed to invest to improve its machinery . the flow of work is smooth

and processes. It invested around £8 . the business is focused on customer
million at the Scunthorpe plate mill in needs

order to be ready to meet the requirements

o . Lean production uses fewer resources
of any similar contracts in the future.

more efficiently. This increases
The investment, together with its  productivity and can improve profitability.
established ~ Continuous  Improvement  Continuous improvement at Corus helps to
practices, has enabled Corus to win a eliminate waste in seven key areas. It uses
recent contract to supply steel for two new  the mnemonic ‘TIM WOOD’ to help

Royal Navy aircraft carriers. The £3.8 empk)yees remember the areas (See page
billion carriers, HMS Queen Elizabeth and  11)

HMS Prince of Wales, will enter service in

2014 and 2016 respectively. Corus will

supply more than 80,000 tonnes of
structural steel for the carriers. They will

be the biggest and most powerful surface
warships ever built for the Royal Navy.

One aspect of lean production that helps to
save costs ofstock is the just-in-time
(JIT)  principle. Just-in-time  means
producing and supplying goods at the time
they are needed. The business holds the
minimum amount of raw materials and just
Continuous improvement enough finished product to meet demand.
(Kaizen) It requires well-organized systems to
ensure supplies arrive and goods reach
customers on time. This reduces costs and
so helps to improve thereturn on
investmentfor shareholders

Since the 1950s many manufacturing
techniques based on quality have been
developed. 'Kaizen’ is one of these and is
Japanese for ‘continuous improvement'.
This focuses on making small continuous JIT also carries risks — if the business has
improvements across all functions, N0 stock it could be less able to cope if
systems and processes within a business. suppliers fail to deliver. Corus needs to
For example,waste is a cost to Corus. balance these risks against the proven
Continuous  improvement  contributes ~ benefits.

towardslean production. Lean production

occurs where:

Waste: an unnecessary or wrong use of money, substancesgtiengy, abilities.

Lean production: an approach to production that seeks to minimize wastenaffetiency.
Mnemonic: something such as a special word or phrase to help a pessmgmber
something.

Stock: materials or finished products for sale.

Just-in-time (JIT): production that produces goods to order. The business doe®ldot h
significant level of stock, either of finished productsrequired supplies e.g. raw materials,
components.

Return on investments:the return on the funds invested in the business.
Shareholders:persons owning or holding a share or shares of stot&ckh®lder




Factor Impact

Moving material unnecessarily

Improvement
Reduce weight/size of pieces to

UL wastes time and energy ease handling
Too much stock increases cost Ensure suitable customer outlets
I nventory available to buy products so no
of storage ;
build-up of stock occurs
M otion People moving or travelling Use effective project planning to

excessively and unnecessarily

ensure efficient performance

Waiting times customers waiting

Wastes employee time or keep

Equipment and timescales planned
ahead

Over-processing

Repeated activity wastes time

Elimination of unnecessary steps|in

process

Over-production

Extra material has storage cost number of trials needed to obtain

Computer modeling reduces

valid results

Defects material

Reworking wastes time and

Computer modeling minimizes
trial failures.

TIM WOOD: seven key areas where waste can be elindnate

Continuous improvement influences the
whole of the business. To be effective, all
employees need to own and adopt CI
principles, starting with senior

management commitment. Under their
leadership, Cl works through the whole
organization. Strong communication is
important in building this commitment.

Corus carries out regular presentations to
staff on how CI is improving the business.
It also uses written forms of

communication with articles in team

briefings and newsletters.

Everyone has a part to play in continuous
improvement. Through various CI groups,
all Corus employees can contribute ideas
for improving their working practices. The

person doing a job often knows best how
to make improvements. This
empowerment of employees and
managers helps them to feel valued and
gives them job satisfaction. Corus benefits
from becoming a more profitable business
by reducing costs, securing high value
orders and maximizing the time its rolling
mill operations are in use. Corus Research
& Development benefits from the
business’ commitment to improvement by
developing expertise and knowledge. This
will support future business.

Continuous improvement not only makes
Corus more efficient but also provides
many benefits to its externstiakeholders

Empowerment: giving responsibility for making decisions to lower levelghim the organization.
Stakeholders:individuals and groups with an interest in an organizaimhthe decision it makes.




Stakeholder

Government

High quality products support long-term defense policy
and ensure tax payer value

Benefits

Royal Navy

New world class vessels delivered on time to high
specification

Customers (shipbuilders)

Get the exact materials they require when they e {

Lloyds Register of Shipping

Provides quality assurance for approval of the product

Product development

The steel for the new aircraft carriers
needed to meet a very high specification.
Materials for warships have to be able to
endure the unique conditions in which they
operate, such as extreme temperatures or
high seas. This contract required grades of
steel with strength and toughness higher
than those Corus had put forward for its
previous contract bid. This represented a
new product opportunity.

Product development ideas may come

from:

- competitors - developing a product in
response to competitors helps the
industry as a whole to move forward

- changes in technologies - arising out of
research and development

- innovation - using new ideas to make
new products

- employees - who see opportunities from
working with products

- the market - where customer demand
suggests new products.

In this case, the customer, the Royal Navy,
drove demand. It wanted a single preferred
supplier for all the materials it needed.
Corus satisfied the contract through

research and innovation based on its

continuous improvement processes.

During the bidding process, Corus worked
with the Aircraft Carrier Design Team.
This is known as ‘early vendor
involvement’. Corus did this to make sure
that it understood, could direct and could
meet the final product specification
requirements. It is a high-risk strategy as
Corus had to invest money, time and effort
before knowing if its bid was successful.
However, this process gave Corus the time
to develop the steels which had the
increased levels of strength combined with
toughness that the design team desired.

To add to the challenge, the Royal Navy

changed the product specification during

the period of the bidding process, creating
new factors for Corus to overcome:

- Design requirements changed to make
the ships lighter and improve speed. To
save on weight, the steel plate needed to
be higher strength but thinner.

- The maximum thickness of certain
critical parts increased by over 40%. As
the thickness of steel increases, its
ability to meet the required high strength
and resistance to fracture becomes
increasingly more difficult.

Innovation: adding new ideas that improve on existing ones, e.g. in théogewent of products or

processes.




This meant Corus had to develop a
completely new product to meet this much
higher specification if it was to win the
contract.

Although continuous improvement usually

focuses on small increases, Corus’s

established systems and quality procedures

helped it to meet thistep change

- Its Research & Developmentexpertise
and knowledge came up with the new
steel formula that had the required
toughness and strength.

- Lean production principles helped to
minimize waste.

- Just in time procedures helped to meet
tight deadlines.

Product testing

Steelmaking IS a large-scale
manufacturing process. Manufacturing
involves taking all of the raw materials
involved in making steel and turning them
into tangible outputs. Producing large
guantities reduces the cost of each piece.
This is known aseconomies of scale In
order to test the new steel formula properly
during development, Corus needed to find
a way of making small batches for testing.
Corus also needed to evaluate how, if it
won the bid, it would produce the steel on
a large scale.

Product testing is an important part of
development. The small batches enabled
Corus to createprototypes to test and

discover how well each met the required
specification.

It needed to examine which elements of

the steel manufacturing process affected

the strength and toughness of the plate. It

was important to test various factors to see

what impact changes in each would make

to the finished product:

- the steel chemistry - what ingredients
made the steel ‘recipe’ better?

- the reheating conditions - how did the
temperature affect the steel?

- the rolling schedule - did different mill
processes have an effect?

- the cooling speed - did the speed of
cooling affect the product?

- the additional heat treatment processes -
would additional heating change its
qualities?

The product testing stage enabled Corus to
make sure the final product met the
required brief from the design team. It
used computer modeling software to
identify the impact of changes in each
factor. By understanding the best
combination, Corus came up with the
winning formula.

Outcomes

Corus developed the new steel product to
help it win the Royal Navy contract. As a
result, it benefited in many ways as a side
effect of the changes:

Step changea sudden change in the value of some variable.
Research & Developmentinvestment by an organization in research for new product

development.
Manufacturing: the making of goods

Economies of scalereductions in average costs that stem from operatirsglamye scale.
Prototypes: specimen products capable of being tested.
Computer modeling: taking an idea and testing it by using computer technologies.




- By using its existing Cl procedures to guide its research awdlagement and testing,
Corus developed the new specification of steel requiraccampetitive price.

- Investment in new technologies and equipment, used attngan production techniques,
enabled Corus to minimize levels of waste and reduce hagiufacturing costs.

- It was able to meet customer deadlines, a vital elewieniaking a business’ operations
more competitive.

The steelmaking industry also benefited. ensure that materials meet full

Corus adopts a practice bénchmarking requirements for the shipping industry.
as part of its continuous improvement. It  Without this approval, Corus would be
shares its best practice across the unable to use its materials for this type of

industry. Other steel businesses can now job.
use the best methods of production to raise

_ By meeting the higher specification, Corus
guality across the whole sector.

gained Lloyds Register approval for the

Quality assuranceis a vital requirement new steel plate it developed for the Royal

of continuous improvement, especially in  Navy. This approval means that Corus can
the shipbuilding industry. Steel products offer these high quality steels to other

for this industry require approval by customers. This expands its customer base.
shipping classification societies, such as Its investment in Cl systems, research and
Lloyds Register of Shipping. This development and the use of its employees’
independent body carries out its own knowledge have provided Corus with a

assessment of the test programme to distinctcompetitive advantage

Benchmarking: using an index, standard or point of reference to measyuelge a quality or
value.

Best practice:the development of performance standards based upon the nosheffractices
within an organization.

Quality assurance: the process of ensuring the quality of the product is apptepfor its
purpose.

Competitive advantage: a strategic element that enables an organization tgpe® more
effectively than its rivals.




Conclusion

In a competitive industry, businesses need

to use all the resources they have,
including skills and knowledge.
Continuous improvement at Corus

provides a process in which everybody can
play a part in moving the business
forward. Working in teams enables
employees to share their ideas and
expertise. Using the expertise of staff helps
the business to develop. It also empowers
individuals to take on responsibility and

New product development may involve
risk, such as investing time, resources and
money in new technologies. However, it

also creates business opportunities.
Continuous improvement has helped
Corus to meet the Royal Navy's

increasingly sophisticated requirements for
high  specification  steel  products.

However, in meeting these needs, it has
also opened up other business
opportunities. By winning this contract,

Corus is now able to make this higher
grade steel available as part of its product

prc:_wfdei them —with increased job portfolio. As a long-term strategy, it will
satistaction. help the business to outperform its

competitors and increase its market share.
Questions

1. Describe what is meant by continuous improvement.

2. Explain the link between continuous improvement and n@aymt development.

3. Using examples, analyze the importance of lean produgtiowiples for each of
Corus’ internal and external stakeholders.

4. Evaluate how Corus could use developments through the pesce$ continuous
improvement to meet the needs of new groups of custooeits teel products.




KEY INDICATORS

THE WORLD COMPETITIVENESS SCOREBOARD 2009 — WORLD’S MOST
COMPETITIVE NATIONS

Country 2009 Ranking 2008 Ranking
USA 1 1
HONG KONG 2 3
SINGAPORE 3 2
SWITZERLAND 4 4
DENMARK 5 6
SWEDEN 6 9
AUSTRALIA 4 4
CANADA 8 8
FINLAND 9 15
NETHERLANDS 10 10
NORWAY 11 11
LUXEMBOURG 12 5
GERMANY 13 16
QATAR 14 -
NEW ZEALAND 15 18
AUSTRIA 16 14
JAPAN 17 22
MALAYSIA 18 19
IRELAND 19 12
CHINA MAINLAND 20 17
UNITED KINGDOM 21 21
BELGIUM 22 24
TAIWAN 23 13
ISRAEL 24 20
CHILE 25 26
THAILAND 26 27
KOREA 27 31
FRANCE 28 25
CZECH REPUBLIC 29 28
INDIA 30 29

Source: IMD World Competitiveness Yearbook 2008w.imd.ch/wcy09
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CORRUPTION PERCEPTION INDEX (CPI) 2009

Scale: from O (perceived to be highly corrupt) to 10 (perceed to have low levels of corruption).

Country/Territory
New Zealand
Denmark
Singapore
Sweden
Switzerland
Finland
Netherlands
Australia
Canada
Iceland
Norway
Hong Kong
Luxembourg
Germany
Ireland
Austria
Japan

United Kingdom
United States
Barbados
India

Haiti

Iran
Turkmenistan
Uzbekistan
Chad

Iraq

Sudan
Myanmar
Afghanistan
Somalia

The table below lists the countries perceived to be tEastipted to the most

CPI 2009 Score
9.4
9.3
9.2
9.2
9.0
8.9
8.9
8.7
8.7
8.7
8.6
8.2
8.2
8.0
8.0
7.9
7.7
7.7
7.9
7.4
3.4
1.8
1.8
1.8
1.7
1.6
1.5
1.5
1.4
1.3
1.1

Source: Transparency International

(http://www.transparency.org/news room/latest news/press eslg2f99/2009 11 17 cpi2009)en




Unit of Measurement: % change over previous period

GDP (VOLUME) 2008

1 BRAZIL 5.1
2 EURO AREA 0.5
3 INDIA 7.4
4 JAPAN -1.2
5 RUSSIAN FEDERATION 5.6
6 SOUTH AFRICA 3.7
7 UK 0.6
8 USA 0.4

Unit of Measurement: % change over corresponding period of gvious year

INDUSTRIAL PRODUCTION 2009

1 BRAZIL -7.3
2 EURO AREA -9.6
3 JAPAN -21.8
4 SOUTH KOREA -2.8
5 USA -9.7

CONSUMER CONFIDENCE INDICATOR (OECD STANDARDIZED) December 2009

Unit of Measurement: Growth rate to previous period

1 BRAZIL 1.070
2 CHINA 0.950
3 EURO AREA 0.980
4 JAPAN 0.973
5 SOUTH AFRICA 1.013
6 UK 1.006
7 USA 0.963




COMPOSITE INDICATOR (OECD Indicator)

December 2009

Unit of Measurement: Growth rate to previous period

1 BRAZIL 1.024
2 CHINA 0.997
3 EURO AREA 0.971
4 JAPAN 0.969
5 SOUTH AFRICA 0.961
6 UK 0.975
7 USA 1.011

TOTAL EXTERNAL DEBT 2009 Q3

Unit of Measurement: % of GDP

1 BRAZIL 16.5

2 INDIA 20.2 (Q2)
3 KOREA 45.0

4 SOUTH AFRICA 24.4

6 UK 402.3

6 USA 96.0

GROSS OFFICIAL RESERVE / FOREIGN CURRENCY LIQUIDITY 2009

Unit of Measurement: US Dollars, Million

1 BRAZIL 215744
2 CHINA 2233666
3 EURO AREA 610795
4 INDIA 277252

5 JAPAN 1042340
6 RUSSIA 409599
7 SOUTH AFRICA 39143

8 UK 84100

9 USA 127018

Source: (6 tables) World Bank




Now Consider This

THE MOST EXPENSIVE:

Coffee Kopi Luwak (Indonesia) $ 75/ pound

Potato La Bonnotte (France) 500/ Kg

Comic Tim and his dog 100000 / original
Doll Barbie 100000 (with real diamonds)
Book &%‘é‘i"; hj‘f)icgst\‘jirnci) $ 24 Million (by Bill Gates)
Suit American Astronaut Costume $ 9 Million

e | e ooy | E2s0 il
Shoes By Stuart Weitzman 1.6 Million

Ad Campaign el Pe_psi : $ 7.53 Million / 90 seconds
(featuring Britney Spears)
Woman Jennifer Lopez Body insured for 1 Billion
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Panelists of the first session, “Globalizing with Accreditation

From left to right: Dr. Eileen Peacock, Dr. B. V. Krishnamurthy, A. Thothathri Raman




Conference attendees at The Oberoi Bangalore
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