Final – 1 Sep 2004


NAVSEA TRANSFORMATION PHASE 5: Implement Lean Principles and Level Two Collaboration; Deploy Human Capital Strategy

The CNO’s “Top 5 Priorities” provide the means to focus on the right actions and objectives in support of the Sea Power 21 vision to define how the Navy will organize, integrate and transform.  Two of the Top 5 Priorities, Manpower and Alignment, provide the foundation of the CNO 2004 Guidance action to “Streamline and Align Total Manpower Structure”.  Further, achievement of the following DoN 2004 Objectives requires a robust strategy to:  (i) Shape, Streamline & Protect the Work Force for the Future; (ii) Align Organizations & Processes to ensure Service Collaboration on Key Joint Concepts & Capabilities and to Accelerate Force Transformation.  Phase 5 of the NAVSEA alignment, Implement Lean Principles, Level Two Collaboration and Deploy a Human Capital Strategy are critical enablers for success in meet both the CNO and the DoN objectives.  

NAVSEA Alignment

NAVSEA has completed a number of phases in its transformation and alignment in the past two years.  Annually, the COMNAVSEA Guidance is focused to capture and execute each of these Phases as they mature, thus forming the strategic intent and tactical plans for the Command:

· Phase 1:  Re-established a definitive set of roles, responsibilities and accountabilities at the Headquarters and PEOs.  Formally established the Technical Authority process and warrant-holders.  

· Strategy/Intent:  PEOs “Build and Buy” and the NAVSEA “Lines of Business” support the PEOs, the In-Service products, and the Fleet of the future.  NAVSEA “Lines of Business” are: Engineering, Industrial Operations, Warfare Centers, and Business & Operations.  Reduce the size of the Headquarters and PEO staffs and improve operating efficiencies with increased reliance on field operations for support.

· Phase 2:  Transform the Warfare Center concept of operations/structure and Transform the Naval Shipyards into the “One Shipyard” concept.  Improve operations and efficiency in each case.

· Strategy/Intent:  Shift Warfare Center operations framework to a focus on “Product Areas” instead of a local/Division framework.  Realign senior leadership to these roles and capture and re-authorize the workload in a Product Area alignment.  Meet improved productivity and financial goals.  Operate Naval Shipyards as “One Shipyard”, meet improved productivity and financial goals, spread these changes across four Navy Shipyards and include the two private nuclear capable shipyards where possible.

· Phase 3:  Begin to improve major business operations and processes across the Command.  These are generally focused efforts that would lead to results in the short-term.  They covered a number of processes that were centered in the NAVSEA “Lines of Business” – such as: Contracting Warrants & Process; Engineering Technical Authority – health of the workforce; Human Systems Integration; financial management; etc.

· Strategy/Intent:  Work across organizations and increase collaboration to resolve a number of fragmented process designs and authorities – at the macro level.  For example: leveraging earlier successes with SEAPort, with a national enterprise approach to contracting using ebusiness strategies with multiple award contracts; use of Multi-Ship, Multi-Option contracts to leverage learning curves and assure contractor performance and accountability; and leveraging enterprise IT investments to enhance Distance Support; etc.  Begin to address the Human Capital aspects of the Contracts and Engineering workforce.

· Phase 4:  Assess the Command’s workforce to understand and diagnose the current situation relative to mission, organization and workforce alignment with Navy and NAVSEA goals.  Assess the deployment of changes initiated in Phases 1, 2, and 3.  The “Round #1” assessment was completed in late 2003; the “Round #2” assessment will complete in Sep 2004.  Results of assessment are provided to senior line leaders – with expectations that communications and actions in their organizations will improve their alignment.

· Strategy/Intent:  Discover alignment of managers and workforce with Command and Navy goals.  Act to improve situations discovered in results.  Foundation of portion of our Human Capital Strategy.  Key drivers were Performance Accountability, Rewards and Recognition, and Innovation, plus a better understanding of the deployment of significant change initiatives.

· Phase 5:  Major Command-wide effort to improve productivity, effectiveness and efficiency.  Expansion of Lean principles in a systematic fashion to make significant improvements in Command output and costs.  Coordinating with “Acquisition Source Document” from ASN(RD&A) and work underway in the Naval Shipyards and in some of the Warfare Centers.  Includes increases in Collaboration within and across the organizations and workforce.  Phase 5 sets a number of workforce planning parameters in the Human Capital Strategy.

· Strategy/Intent:  Improve productivity and drive down costs through Command-wide application of Lean principles focused on increasing value to the customer, reducing waste and increasing throughput, and creating a culture of innovation through high employee participation.  This should free up resources to reduce overtime or apply to higher priority work, or it may result in the Command being able to accomplish its assigned work with a smaller workforce.  To the best of our ability, participation in LEAN efforts should not create immediate job risk; our goal is to apply “redirected” labor toward making even more improvements.  Workforce sizing will be by management of hiring using natural attrition over a period of time.  Knowledge of needed skills and the internal labor market within each Line of Business will determine the specific strategies and actions.
As introduced at the July 2004 Commander’s Conference and officially announced at the 9 August 2004 NEC, we are moving into Phase 5 of our journey of transformation.  Phases 1-4 set the foundation to become a more efficient organization.  We developed the culture, created the necessary awareness, and established and put in place the relationships needed to accept the changes we are now undertaking. The focus of Phase 5 is threefold: Implement lean principles; implement level two collaboration; deploy our Human Capital Strategy.  
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Our goal in Phase 5 is to ensure we meet the CNO’s goal to provide “the right readiness at the right cost”.  We must find efficiencies and remove waste from our processes.  Simultaneously, we must ensure the future of our organization by creating and deploying the strategy to develop and maintain the workforce required to meet our mission. In order to achieve these goals, we must move collaboration to the next level. It is not sufficient to simply communicate across stovepipes and want to work together; we must put in place a disciplined process that leverages our capabilities across the enterprise.

Below/attached is information on each of the three components of Phase 5.

Implement Lean Principles

SEA 00 chartered Task Force Lean (SEA TFL) on 17 August 2004.   SEA TFL will help all organizations perform Value Stream Analyses (VSAs) and Rapid Improvement Events (RIEs) to find and harvest efficiencies, enable the exportation/propagation of best practices across the enterprise, and identify the savings (people and $).  There are many tools under the “lean umbrella”; our focus is to move to a common approach of Lean events (VSAs and RIEs) and employ additional tools as needed to integrate Lean into our business strategy and achieve the efficiency gains.

Our approach will span the enterprise; every Line of Business will identify and start implementing lean initiatives by mid-November.  Some organizations are further along in their Lean journey, but even they need to broaden their efforts. The savings will be used to help pay our “bills” and to invest in future lean initiatives. 

Additional information is attached as “Phase 5 Lean-090104.ppt”.

Implement Level Two Collaboration

Level one collaboration is communicating across stovepipes.  It is informal and not very effective in leveraging our resources across the enterprise. Level two collaboration is a disciplined approach to running the business in an integrated manner.  Level two collaboration requires a defined process, clear objectives, a timeline, tools, a governance process, and a plan to use the results. 

The Warfare Center BOD is leading our collaboration effort.  Additional information is attached as “Phase 5 Collaboration-090104.ppt”.

Human Capital Strategy
We are utilizing the six-factor approach in addressing the components of our HC Strategy, i.e., People, Work, Structure, Growth and Development, Promotion, and Incentives.  Those six factors are:  

1. Know where you are, 

2. Project the future, 

3. Find the value, 

4. Close the gaps, 

5. Design the interventions,

6. Implement with accountability.  

Further, our earlier efforts in alignment and transformation directly relate to both the six-factor approach and the elements of HC strategic planning.

NAVSEA Alignment/


      

Transformation Phases    
Six Factors           HC Strategic Planning

Phase 1
1 and 2 

Organizational Design and Workforce Planning

Phase 2
1 and 2

Organizational Design and Workforce Planning

Phase 3                               
1, 2, 3, 4, and 5 
Workforce Planning

Phase 4
1, 2, 3, 4, and 5
Cultural Shaping, Performance Planning, & NSPS 

Phase 5
1-6

WF Planning, Performance Planning, and NSPS

· Assess current workforce and future skills + resources + organization needed to support the Current Navy, Next Navy, and Navy After Next – based on our Command Strategies in the Five Phases above.

· Shape the workload, the processes and then the workforce to efficiently execute mission

· Shape & revitalize workforce for persistent execution of Technical Authority

· Improve processes and productivity as in Phase 5 above

· Improve interaction of workforce w/Fleet Customers

· Improve interface & alignment of workforce with industry Partners

To accomplish this strategy we plan to understand the nature, size and attributes of our current and future workforce.   We will focus on Technical Authority, our core workload, and increase our focus on core competencies.  We will leverage current “Lines of Business” experience, but shift to a more national focus on needs.  There will be strong follow-up to our Phase 4 Alignment Assessments in preparation for NSPS adoption.
  We will continue to focus on the “Lines of Business” as a framework to assess the outcomes, processes and workforce needed to produce them.  The coupling with Command Strategy will be as follows:

· Workforce Planning: Understanding the characteristics of the current and future workforce and using workload changes and shaping capabilities to achieve the force of the future.  Phases 1, 2, 3 and 5 provide guidance to address these aspects.  The Technical Authority Health results will point to needed actions in the technical workforce.

· Performance Planning:  Understanding and measuring the desired outputs of the organization, aligning organization and workforce objectives to the Navy and Command objectives and establishing the workforce/management behaviors that will achieve these objectives.  This includes shifting to pay-for-performance (NSPS) and improved collaboration, recognition and innovation.  The Phase 4 assessment results, follow-on near-term actions, and NSPS provide guidance.  We have adopted a set of Command-level metrics that track significant outputs of the Lines of Business and their workforce.

· Organizational Design:  Command organization alignment and design is based on the strategies of Phases 1 and 2.  Leaders were assigned to develop workload assignment and process improvements (Phase 5) that will offer additional opportunities for efficiencies.

· Cultural Shaping:  The Phase 4 alignment assessment provided us a clearer picture of organizational values as they relate to Navy and Command objectives and beliefs.  The Phase 4 assessment focused on Navy goals, desired interactions and behaviors, and was able to point out gaps in our alignment and in the deployment of our strategies.  The Phase 4 assessment will be re-taken in September.  We have adopted a set of Command-level metrics that track the deployment of various strategies (especially ones that create “change” in managers and the workforce).
Additional information is attached as “Phase 5 HCS-090104.ppt”.
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