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How to win in times of crisis

With optimistic signs that we are nearing the end stages of the global pandemic, is
now the time for organizations to put their foot on the accelerator? Certainly, while
there is some understandable near term caution until the full extent of the damage
to businesses and global economies has been digested and uncertainty in Europe over
the outcome of Brexit is resolved, good news on vaccine efficacy and a more settled

political landscape in the US is a cause for optimism.

So what actions should business leaders
take to ensure they adapt rapidly and
sustainably, taking into account the
business uncertainties that they face? As

a first response the majority of companies
downsize their investment programs and
prepare savings plans. But such actions
may further exacerbate the pain without a

parallel focus on long term growth plans.

Instead, by overhauling production models
and creating an inclusive, agile culture
among their employees, companies are
likely to rebound and recover much faster
and more effectively. It is on this last point
that DuPont managed to make a difference
in response to the 2008 crisis.

Replicating the quick recovery and agility of
DuPont in 2008

As with most companies during the 2008
financial crisis, stock prices plummeted

and DuPont was no exception. Through

the crisis, DuPont's stock declined over

60% from its approximate pre-crisis peak.
This marked a decline slightly higher than
the broader S&P, which fell by as much as
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51%.* Despite this, in the first quarter of
2009 DuPont introduced 500 new products,
almost double the number introduced in the

same period of 2008.2

It's a strategy that, along with a focus on
pricing, squeezing value, maximizing working
capital, and reducing costs to help the
company ride through the crisis, involved
some big bets on long term projects. This
focus on both the short and the long term
was a key factor in DuPont's success at the

time.

It was an approach that, without knowing
the severity of the subsequent recession,
paid off. DuPont's stock rose by over 86%
between March 2009 and January 2010. This
compared with S&P growth of 48% over the
same period.?

While DuPont's speedy and successful
recovery in the 2008 crisis was not solely

as a result of its newly developed Dupont
Production System (DPS), it certainly helped
DuPont squeeze the accelerator at the right
time and under the right conditions.



How DuPont was able to respond effectively to the upswing "The accelerated deployment of
With ever shorter business cycles and more than 200 locations of

the DuPont Production System
has enabled us to end the crisis
quickly and sustainably, with an

various sizes around the world, DPS provided DuPont industrial

sites with the mechanisms to accelerate reaction times, in response
to abnormal fluctuation in demand, by 30-40%. These mechanisms
were all the more effective because the portfolio of assets was unexpected pOSitive impGCt on
reviewed to optimize flexibility. our results and our cash flow".

Within DPS, the response to an abnormal and potentially

lasting drop in demand is for the site to adjust its cost base in
line with its production forecasts. When there is a significant
recovery in demand, each product generates a higher margin
because it fully benefits from the cost adjustments made. The
maximum production potential is then utilized, and the necessary
costs incurred to capture opportunities and respond effectively

to demand.

Additional challenges of putting the right mechanisms in place
Some people will say that there is nothing new in the key principles
of Production Excellence (PX). They are right. This is largely common
sense. But variations in approach can trigger a range of different
outcomes. In particular, taking a more holistic approach to the
implementation of both hard and soft mechanisms that assess the

impact of leadership, culture and safety can enrich the process.

In addition to this, many companies are faced with implementation
challenges that make their level of agility insufficient, and even
more so in times of crisis. Pushing development to lower levels of
organization and involvement of personnel in these activities makes

the difference.
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Hard and Soft
Crisis-Exit Mechanisms

Hard

* Reduce costs combining long
term with short term goals

¢ Improve capital buffer / working

Impact and results at DuPont capital

The decision to deploy DPS was based on a strategy of sustainable « Optimise pricing

devel tand st theni t ili that . .
evelopment and strengthening corporate resilience that was « Forecasting production

fully supported by the entire Executive Committee. In 5 years, the
performance

deployment of DPS generated more than USD 5.5 billion in net profit

and more than USD 3 billion in CFO (Cash Flow from Operations). * Use integrated activity planning
to optimize resources and

Involving a deep, rapid and lasting change of mindset at all levels of activities
the organization, DPS aims to move forward by seeking the "80/20" o Fix production losses
in solutions and impact rather than looking for perfection which
often takes too long to define and implement.
9 P Soft
This change of mindset was based on a clear understanding of ¢ Ensure leadership behaviour is
first, what a successful outcome would look like and, second, what aligned throughout the company:
operational steps to get there would be. This experience showed one voice

that there is no need to over-plan, as it is generally impossible to fully « Allow employees to own change

and precisely define all the actions necessary to achieve the result.
The conception and planning must be done progressively supported * Be customer focused
by a priority management system based on the impact and the * Place safety & performance as a

probability of achievement. core pillar of change

« Integrate flexibility and agility

Deployment sequence 2007 2008 2009 2010 2011 2012
#DPS deployment / small sites (0] 2 23 54 44 23

#DPS deployment / large sites

Fixed Cost

Variable Cost 165 397 652 460 350 400
Capacity Release 25 200 83 410 300 400
Total 21 1240 1100 1050 1000

—

Cash Flow from Operations
Cumulative CFO 1810 2240 2740 3090

Results of the DuPont Production System Deployment?
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A burning
platform
for change

Interview with
Marc Doyle,
former business
director at DuPont

What did DuPont do differently during the
2008 financial crisis that saw them recover
much more quickly than other companies?
Marc Doyle, who was a business director
at DuPont during the time of the crisis

and eventually became CEO 10 years

later, talks through some of the decisions
made at the time and how they impacted
DuPont's recovery.

With the crisis presenting the burning
platform for change, significant
restructuring was needed to progress
these short- and long-term initiatives.
The deployment of the recently developed
DuPont Production System (DPS) was a
factor in the company's agile response to
the crisis and restructuring plans. Marc
Doyle notes: "There was recognition that

DPS could be rolled out to support building

2009 DuPont Annual Review

these initiatives internally.” Designed to

train employees on standard tools and
techniques to solve problems, eliminate
waste and measure progress, by the end of
2009 DPS was deployed at more than 60
DuPont plant sites globally, with a presence
in all four of the company'’s regions. In
2010, DuPont was working to successfully
implement DPS at an additional 66 sites

worldwide.*

Transforming company culture

While Doyle points out that not all DuPont
plants used DPS to the same extent,
those that implemented it saw significant
benefits. Hit hard by the 2008 economic
crisis, leadership at the DuPont Uentrop
facility in Germany adopted DPS to
maximize skills and resources, rather than

cut jobs. Through increased efficiency and

In the 6 year period
following the roll out of
DPS at the Maydown
plant site, there were:

0,

safety incidents °

Performance
productivity
improved by

20%
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improved execution, maintenance costs

were reduced by more than 28%.°

The ability to transform company culture

is a further benefit of DPS and one that
was particularly successful at DuPont's
Maydown site in Northern Ireland, which
Doyle holds up as a keystone site. "At
Maydown you can see an empowered,
hands on and proactive approach where
people from the top to the bottom can
speak about the objectives of the business;
the objectives of the plant; and where they
fit into it. It's an environment where you can
see the benefits of continuous improvement

processes and good ideation.”

The link between a change of mindset
following employee engagement and
empowerment not only benefits operational
excellence but also improves safety levels.

In the six-year period following the roll

out in 2009 of DPS at the Maydown plant
site, there were zero safety incidents and

record quality performance. In addition,

"At Maydown you can see an
empowered, hands on and
proactive approach where
people from the top to the
bottom can speak about the
objectives of the business; the
objectives of the plant; and
where they fit into it."

performance productivity improved by 20%
and an annual contribution of $1.5m made
through quicker transitions.® More recently
in July 2019, Maydown celebrated 1,000
days without an injury at the plant.”

The ideal crisis playbook

Implementing improvements is one thing,
but sustaining that improvement is often
where companies show a lack of resilience.
In the case of DPS, line-led transformation
is key. Once the deployment team is in
place, allowing site personnel to take full
ownership at roll-out helps maintain a
continuous improvement (CI) focus. Such
resilience often hinges on leadership to
constantly challenge their ability to improve
and do better; transforming behaviours to

create more of a high performance culture.

DuPont most recently has referred to

this transformation as its culture MAP.
Doyle explains it as follows: "M is making
an impact, which is about personal
empowerment. A is act like owners; so

we want employees to have more of an
ownership mentality. And P is partner with
customers, which is all about the external

orientation,” explains Doyle.

As Doyle concludes "For DuPont, culture
changes are always a work in progress.”
But there is little doubt that looking back
at the 2008 crisis, big bets on mega trends,
reassessing performance criteria and

the adoption of new production systems
marked out DuPont as the ideal crisis

playbook.

$1.5m

1,000

days

Contact us to better understand how the dss* can help you design and implement an
impactful and sustainable crisis exit mechanism.
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Business leader

Edwin Vercruysse

About dss*

dss* is a leading provider of operations management consulting services

with a purpose of saving lives and creating a sustainable future. dss* enables
companies to build organisational and human capabilities, manage risk,
improve operations, achieve sustainability goals and operate more responsibly.

By leveraging its DuPont heritage, deep industry and management expertise
and diverse team, dss* consultants are on the ground and in the boardroom

helping clients work safer, smarter and with purpose.

Additional information is available at www.consultdss.com

dss*

Protect. Transform. Sustain.

Head of Operational Excellence, Europe
edwin.vercruysse@i.consultdss.com

linkedin.com/company/consultdss m
twitter.com/consultdss u
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