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Reflections on the Course Theme 
You cannot solve a problem at the same level of thinking that created the problem.

- attributed to Albert Einstein

A wrong solution to the right problem is generally better than the right solution to the wrong problem. [One] usually gets feedback that enables one to correct wrong solutions, but not wrong problems.  Wrong problems are perpetuated by right solutions to them.  

   -Russell Ackoff, Ackoff’s Fables (1991), p. 84
It makes far better sense to reshape ourselves to fit a finite planet than to attempt to reshape the planet to fit our infinite wants.

- David Orr, Earth in Mind (1994), p. 9

If a community is reduced to a link in a global chain, it will be dragged to wherever the corporation controlling the chain wants.

- Michael Shuman, Going Local (2000), p. 20 

A time comes when silence is betrayal.

- Martin Luther King, Jr., Beyond Vietnam (April 4, 1967)
Course description 
The course views business organizations as natural living systems and focuses on how business operations might look were they designed according to principles that guide the operation of living systems.  In particular, the course considers the approach to operations management that was developed in the last fifty years by the Toyota Motor Corporation.  The course explores the origins of management thinking and the nature of management practice in Toyota.  A sub-topic running through the course is how finance-driven management as observed in most American businesses runs counter to the thinking and practice observed in Toyota. 
Managing operations is perhaps the most underrated aspect of running a business. Business leaders and educators today place far more emphasis on topics such as marketing, finance, supply-chain logistics, information technology, and strategy than they do on operations.  This course challenges that emphasis and demonstrates that the design, production and delivery of a product or service is where a business creates true value. 
 This course shows that primarily because large publicly-traded businesses view operations as an after-thought to financial considerations, such businesses are a declining source of good jobs and an increasing source of environmental and social stress in the world today.  Indeed, current alternatives to sound operations management (e.g., finance-driven management, supply-and-logistics management, or value-chain management) are based on obsolete thinking and erroneous assumptions about what makes business necessary and successful. The course examines and challenges those assumptions and considers a view of business based on completely different assumptions.   
ISQA 552 contrasts the worldview underlying conventional operations with the worldview implicit in operations that conform to natural system principles. In that context the course will compare and contrast “mechanistic/batch-and-queue, mass-production” operations with “living-system” operations. The course will also consider, if only briefly, the questionable value of information-technology tools that companies increasingly use to schedule resource flows, to control costs, and to assess performance.  From time to time, the course will consider how traditional MBA education focuses too much on providing right answers to wrong questions, as alluded to in the quotations printed at the top of this section of the syllabus. The instructor’s hope is that students will leave the course able to pose questions relevant to the 21st century.  We will consider topics typically minimized or ignored in operations management courses that were designed for 20th-century students.     
Course objectives
This course, unlike most MBA courses, largely ignores traditional approaches to management explored in so-called “leading” academic research and practiced in today’s so-called “leading” organizations.  Instead, it sets out the mechanistic assumptions underlying those approaches to management and considers how an approach based on living-system assumptions might improve current practice.  The specific focus of this course is operations management, which covers everything from design to delivery and servicing of a product or service,  including product development, process design, training, purchasing, production, logistics, delivery, and more.  One message of the course is that properly designed operations in a context of sustainability obviates much of the need for most specialized activities taught in other MBA courses, including personnel management, management accounting, quality control, organizational design, strategic financial management, production control, supply and logistics management, and more.  
The course contains four interrelated parts.  One views a business organization as a living system and considers how its operations would look were they designed according to principles that guide the operation of living systems on Earth.  This part of the course examines unique practices developed in the past 50 or so years by the Toyota Motor Corporation, a subject that is virtually ignored in MBA programs across the United States. A second part of the course defines the principles underlying the mechanistic practices we observe in almost all large American companies today. Those practices form the bulk of what is taught in most university courses in operations and financial management.  A third part of the course considers which practices among those covered in the first and second parts are most likely to ensure that we will live in an economic system that is truly focused on achieving sustainability.  A key element of this part of the course is to define the difference between true sustainability and mere sustainable development.  Finally, a fourth part of the course examines proposals for building sustainability-focused local and regional economies as an alternative to the global industrial growth economy that is taken for granted in most business school courses and in most businesses today.   
A central theme of ISQA 552 is how business operations might be designed to emulate the principles that modern science attributes to the operation of Earth’s natural living systems. Virtually all business practitioners and academics today believe that Earth’s natural systems are subordinate to and can be managed as part of the human economic system.  In contrast, this course views the human economy as a dependant feature of the natural environment, and subject to its imperatives. This shift in view is analogous to the shift in sixteenth-century Europe to viewing our solar system as Sun-centered rather than Earth-centered.  But it is much more than that.  According to leading scientists, failure to shift our economic thinking to a living-system view will soon have disastrous consequences for the well-being of humans everywhere. In the words of the renowned eco-thinker Lester Brown, 

“Transforming our environmentally destructive economy into one that can sustain progress depends on a Copernican shift in our economic mindset, a recognition that our economy is part of the earth’s [bio-]system and can sustain progress only if it is restructured so that it is compatible with it.  The preeminent challenge for our generation is to design [a life-sustaining] economy, one that respects the principles of [natural living systems].”        

Brown challenges us to balance the demands of the human economic system with the Earth’s capacity to meet not only human demands, but also the demands of all other species and natural systems that inhabit Earth’s total bio-system.  Such balance is at the heart of what we will refer to in the course as true sustainability.  
To achieve such balance, this course considers how to design the operations of individual businesses so that they generate a human economic system that flourishes as an integral part of Earth’s bio-system. This course views business as part of an economic system that should exist to serve and support the human community in ways that recognize the human community’s dependence on, and responsibility for, Earth’s community.  

The course title modifies the word operations with two terms: sustainability and nurturing. 

Sustainability is a noun that defines a condition that operations must achieve.  Specifically, sustainability operations must assure the possibility for all life on Earth to flourish on Earth’s terms.  This definition of sustainability implies that the best possible long-term business results are achieved if attention is constantly paid to having operations that are compatible with natural system principles. By following precepts taught in today’s so-called “leading” business schools – i.e., by putting strategic marketing, finance, and innovation before sound operations that are grounded in natural-system principles – companies violate imperatives  associated with sustainability, and they virtually insure unsatisfactory long-term financial performance. The term sustainability is not an adjective, like sustainable, that defines one feature of operations that sits alongside, and can be traded-off against, other features such as profitable or cost-effective.  Sustainability is an absolute imperative, not a secondary or optional feature of operations.    

Nurturing refers to the idea that sustainability operations require everyone in an organization at every moment to cultivate in every detail of their work the principles that guide the operation of natural living systems. Such nurturing contrasts with the idea of having people in charge manage operations by imposing rules, giving orders, and arbitrarily manipulating parts of the organization to achieve externally-mandated financial targets and goals that clash with the imperatives of Earth’s system.    
Readings to purchase
1.   Jeffrey Liker, The Toyota Way (McGraw-Hill, 2004). [Awarded the 2005 Shingo Prize for Excellence in Manufacturing Research] 

- Discusses what the author describes as “14 principles” of Toyota’s operating system.  The book draws heavily on the author’s direct observations in Toyota plants.  Although the book’s praise of American managers in Toyota’s U.S. operations is somewhat extreme, its comprehensive coverage of company practices makes it a valuable handbook.   
Optional readings pertinent to the course and available on-line at no charge     

2. Lester R. Brown, Eco-Economy: Building an Economy for the Earth (2001) The book can be downloaded free of charge on the web in pdf form at www.earth-policy.org.  

 - A landmark study, documenting the destruction wrought by our global industrial system and offering tangible proposals for a healing eco-economy.   

-  Three sequels to Eco-Economy by Lester R. Brown:  PLAN B: Rescuing a Planet under Stress and a Civilization in Trouble (2003), Plan B 2.0 (2006), and Plan B 3.0 (2008).  All can be downloaded free of charge at www.earth-policy.org.  
- These books outline a  plan for deflating the bubble economy that has been created by overconsuming Earth’s natural capital.    

3. Paul Hawken, Amory Lovins and L. Hunter Lovins, Natural Capitalism: Creating the Next Industrial Revolution (Little, Brown and Co., 1999; also available free of charge on the web in pdf form at www.rmi.org.). 


- A presentation of technologies, management practices, and new thinking that will transform the “take-make-waste” industrial economy into a system that couples more harmoniously with Earth’s patterns of renewal and regeneration.       

Optional readings suggested for future reference beyond this course (not required)

4.  H. Thomas Johnson (with Anders Broms), Profit Beyond Measure: Extraordinary Results through Attention to Work and People (New York: The Free Press, 2000; London: Nicholas Brealey Publishing, 2000 and 2008). [Awarded the 2001 Shingo Prize for Excellence in Manufacturing Research]


- Discusses the implications of conducting business in accordance with principles that guide natural living systems, referred to in the book as “management by means” (MBM).  Drawing on Johnson’s direct observations of Toyota operations in the 1990s, the book describes Toyota’s production methods as an example of MBM.  (Readers should  skip chapters 4 and 5)  
5. Edward M. Knod and Richard Schonberger, Operations Management (McGraw-Hill/Irwin, 2001).  

 - For anyone with no prior experience or courses in operations or production management who would like a well-written and comprehensive textbook on the subject.  Richard Schonberger is an industrial engineer who was among the first to bring Japanese quality management practices to the attention of English-language audiences with his book Japanese Manufacturing Techniques  (The Free Press, 1982).  He subsequently promoted and documented the spread of such practices in America and Europe in several best-selling books, including World-Class Manufacturing, Building a Chain of Customers, and Let’s Fix It, all published by the Free Press.  

6. Herman E. Daly and John B. Cobb, For the Common Good: Redirecting the Economy toward Community, the Environment, and a Sustainable Future (Beacon Press, 1994). 


- A systematic, comprehensive, and scholarly demonstration of how conventional economics and a growth-oriented, industrial economy have led the world to the brink of environmental disaster. This book should be required reading for all people teaching and practicing business and economics and all elected government officials.  

7. Herman E. Daly and Joshua Farley, Ecological Economics: Principles and Applications (Washington, D.C.: Island Press, 2004).  


- The one textbook that should be used in all introductory economics and business courses in universities today.
8. Michael H. Shuman, Going Local: Creating Self-Reliant Communities in a Global Age (Routledge, 2000).   


- Discusses in great depth many of the specific steps communities must take to build the living local businesses that will be the backbone of a life-sustaining society.

9. Michael H. Shuman, The Small-Mart Revolution: How Local Businesses are Beating the Global Competition (San Francisco: Berrett-Koehler Publishers, Inc., 2006). 


-  A compelling vision of a more robust, more sustainable economy built around independent, locally-owned organizations.   Sequel to Going Local.  

10. David W. Orr, Earth in Mind: On Education, Environment, and the Human Prospect (Island Press, 1994).  


- Collection of essays by the chairman of the Environmental Studies Program at Oberlin College focusing on “ecological design intelligence” and its power to create healthy, durable, resilient, just, and prosperous communities.  
11. Fritjof Capra, The Hidden Connections: A Science for Sustainable Living (New York: Anchor Books, 2004)

- A “primer” on the science of living systems; considers the application of new thinking by life scientists to our understanding of social organizations.   
Grading 

Your grade will be based on class participation and two written assignments:
· Class participation: Come to class prepared to discuss how the assigned readings provoked you to ask new questions, to see old assumptions in a new light.  Draw upon your personal experiences in business, in school, or in activities with community groups such as not-for-profit service organizations, local government, etc.  The class schedule below provides a few suggested questions for each class period that are meant only to serve as guides, not as a formal agenda for discussion.  

· First written assignment:  By October 24, 2008, email to tomj@sba.pdx.edu a paper of up to 2 double-spaced pages in which you answer two questions, one each from any two of the first four weeks of the course.  
· Final (second) written assignment:  By December 5, 2008, email to tomj@sba.pdx.edu a paper of 6 to 8 double-spaced pages describing how concepts covered in this course (e.g., limits to growth, living system principles, Toyota Production System principles and “rules,” MBM etc.) shed light on practices and actions advocated in other courses you have taken in business school.  Use the material from this course to assess how practices taught in other courses (e.g., marketing management, finance, financial management, accounting, strategy, organizational behavior, information technology, human resource management, etc.) contribute to sustainability operations.  Especially, how do those practices taught elsewhere (e.g., insistence on growth and achieving financial targets, outsourcing to achieve economies of scale and lower costs, using financial incentives and personnel evaluations to achieve higher performance, etc.) help or hinder a company’s ability to operate in harmony with Earth’s capacity for regeneration and renewal?   

Grades will be based on evidence from class discussion and written work that you are pursuing conscientiously and seriously the issues raised in class and in the readings.

Course participants are expected to maintain high standards of academic honesty.  Academic honesty is a requirement for passing this course.

ISQA 552 Fall 2008 Weekly Course Schedule

Do reading assignments and prepare discussion for class on the dates shown
Week 1 (Sept. 29 and 30)
· Topic

· Awareness of business as a natural living system

· Operational excellence as a strategic advantage

· Objectives

· Introduction to basics of Toyota’s operations thinking

· Readings

· H. Thomas Johnson, et.al., Profit Beyond Measure, pp. ix-xvi, 1-9, 34-42 & 193-200 [handout]  

· Joe Kresse, “Profit Beyond Measure: Book Review,” Timeline, No. 59 (Sept/Oct 2001), pp. 16-19 [http://www.globalcommunity.org  Click “publications and media” then “past issues, Timeline.” Go to pages 16-19 for the review]

· Peter Senge, The Fifth Discipline (2006 Revised and Updated edition), pp. 363-367. [handout]

· Jeffrey Liker, The Toyota Way, chs. 1, 2, and 3 
· Video in class
· MacNeil/Lehrer PBS News Hour segment on “NUMMI” circa 1984
· Discussion questions

· Define 3 principles that guide the operation of natural living systems

· Peter Senge recently discovered a new definition of learning that redefined for him the first principle of organizational learning.   Discuss.   

Week 2 (Oct. 6 and 7) 

· Topic 

· Differences in operations between Toyota and its U.S. counterparts
· Objectives 

· Compare “continuous flow” with traditional “batch and queue” operations 
· Distinguish pull from flow
· Readings
· Jeffrey Liker, The Toyota Way, chs. 8 and 9
· Video in class
· Styro, Inc., simulation of large-batch versus lot-size-of-one assembly

· In-class exercise: mapping material and information flow, Part I   

· Acme Manufacturing Corp., part I.  (handout to be provided)     

· Discussion questions

· Why have each employee complete work on one customer’s order at a time?  
· Describe advantages of having work flow continuously; what stops continuous flow from always happening?     

Week 3 (Oct. 13 and 14)

· Topic


· A deeper perspective on problem solving
· Objectives


· Connect problem solving with continuous improvement
· Understand the power of real-time problem solving
· Readings

· Jeffrey Liker, The Toyota Way, chs. 10, 11, 12, and 13 (skip pp. 153-157)
·  “Decoding the DNA of the Toyota Production System” removed from syllabus because of Harvard Business School copyright policies [092608]  
· In-class exercise: mapping material and information flow, Part II      

· Acme Manufacturing Corp., part II  (handout to be provided)     

· Discussion questions

· How are standardized work and real-time problem recognition related? 
· Why should problems be resolved when and where they occur? 
Week 4 Oct. 20 and 21) 

· Topic   

· Principles to guide an operating system

· Objectives  

· Compare the 3 principles of natural systems (from week 1), the Four Rules of Toyota’s Production System (from week 3) and the 14 principles of The Toyota Way 
· Examine the purpose of business

· Readings

· Joe Kresse, “Business as if the Earth Matters,” Timeline, No. 55 (Jan/Feb 2001), pp. 17-23 [http://www.globalcommunity.org  Click “publications” then “Timeline” ]
· Jeffrey Liker, The Toyota Way, chs. 4 and 7
· Thomas Berry, “The Universe is Our University” [email]

· Video in class

· Sidney Liebes, “The Epic of Evolution,” 32 min. (Foundation for Global Community, 2004)

· Discussion questions 

· Briefly, how do Toyota’s operations emulate principles of natural systems? 
Week 5 (Oct. 27 and 28)

· Topic

· How abstract financial controls stifle living system operations
· Objectives

· Identify mechanistic principles observed in traditional batch-and-queue or mass-production operations
· Examine how abstract financial models encourage batch-and-queue operations and mass-production
· Distinguish MBR from MBM    

· Readings

· H. Thomas Johnson, “A Former Management Accountant  Reflects on His Journey through the World of Cost Management”  [email handout]

· H. Thomas Johnson, et.al., Profit Beyond Measure, pp. 43-74  [handout]
· Jeffrey Liker, The Toyota Way, chs. 7 and 14
· H. Thomas Johnson, “Lean Accounting: To Become Lean, Shed Accounting,” Cost  Management (Jan/Feb, 2006), pp. 6-17.  [email handout]
· Discussion questions

· What differences exist between an operation where workers process many identical units at a time and an operation where they process one unit at a time?  

· How does a simple equation for the unit cost of a product motivate decisions that create batch-and-queue operations? 
· Discuss the difference in consequences of striving to achieve lowest total cost versus lowest unit cost.   

Week 6 (Nov. 3 and 4)

· Topic

· Leadership, quality and performance
· Objectives

· Compare Edwards Deming’s 14 points of good management with the 14 principles of The Toyota Way and the 3 principles of natural systems
· Understand the distinction Deming made between system (process) and targets 

· Readings

· Brian L. Joiner, et.al., “Variation, Management, and W. Edwards Deming,” Quality Progress (American Society for Quality; December 1990), pp. 29-37 [handout]
· H. Thomas Johnson, “Lean Dilemma: Choose System Principles or Management Accounting Controls – Not Both,” 18 pp. (Sept. 2006 ms.)  [email handout]
· Discussion questions

· What did Edwards Deming mean by the term “tampering”?  In answering this question define the difference between common and special causes of variation.  
Week 7 (Nov. 10 and 11 (no class meeting on 10th or  11th))
Week 8 (Nov. 17 and 18)  
· Topic

· Developing  People and Partners

· Objectives

· Understand Toyota’s Way of Growing Leaders, Teams, and Supplier Partners

· Readings

· Jeffrey Liker, The Toyota Way, chs. 15, 16, and 17 

· Discussion questions

· Why does Toyota prefer to develop leaders, not purchase them?  

Week 9 (Nov. 24 and 25)

· Topic

· Problem solving and organizational learning
· Objectives

· Consider how “go and see,” “go slowly,” and “relentless reflection” drive learning
· Readings

·  Jeffrey Liker, The Toyota Way, chs. 18, 19, and 20

· Charles Fishman, “No Satisfaction,” Fast Company, Issue 111  (December/January 2006/7, Page 82)|    [email handout]
· [optional]  Jeffrey Liker, The Toyota Way, chs. 21 and 22

· Discussion questions

· What arguments favor localization? 
· How might Toyota’s strategy of “continuously solving root problems” lead an organization to consider how its activities impact the larger human and Earth community that sustains it?  
Week 10 (Dec. 1 and 2)

· Topic

· Pathways to sustainability operations

· Nurturing sustainability operations 

· Objectives

· Distinguish between the concepts “sustainable development” and “sustainability” 

· Understand how the human economy’s consumption of energy causes unsustainable operations in business today

· Examine how operations that emulate natural system principles undermine the concept of scale economy  

· Readings

· H. Thomas Johnson, “Sustainability and ‘Lean Operations’,” Cost Management (March/April 2006), pp. 40-45  [email  handout]

· John Ehrenfeld, “Beyond  Sustainability: Why an All-Consuming Campaign to Reduce Unsustainability Fails,” 16 pp.   http://changethis.com/25.03.BeyondSustain.  

· John Ehrenfeld, “Feeding the Beast,” Fast Company, Issue 111 (Dec 2006/Jan 2007), pg. 42.  [email handout]

· Michael Shuman, ”Local is Logical,” Utne Reader (July/Aug 2002), [email handout] 

· Discussion questions

· Why are most business operations unsustainable?  What is true sustainability?    

· What are some common arguments for and against localization of economic activity? 

· What steps might enable any organization you know (or work in) to march toward sustainability operations? 
Week 11   No class   Final exam week   (No final exam in this course)
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