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One Aspect of the Small Business Challenge
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Preparedness ‐
 

3rd
 

Wave Imperative



1st
 

Wave: 1850 to 1975

• Focus on Cost and Volume

• Theory “X”

 

Management

• Assembly Lines

• Trade Unions

• Wealth came from “raw 

 materials”

 

and production 

 facilities

Market-Driven, Process Improvements 



The 2nd
 

Wave Began In 1975

• Cost and Volume is assumed

• Theory “Y”

 

Management

• Quality Circles

• Shift to Low Cost Labor Sites

• Development of Outsourcing

• Wealth comes from Process “Know‐

 How”

Market-Driven Product Improvements



Now the 3rd
 

Wave

• In the United States and Europe, supply chains are 4 to 7 layers
 deep (Farm to Fork) 

• Some are dozens deep.



Reliable and Predictable

Can You Be Depended On?



 

Cost & Volume is 
Assumed

 Quality is Assumed

 Regulation is Increasing

 Shift to Reliable Sites
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• Huge Financial Impact
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The New Corporate Office ‐
 

HomeSourcing

According to the 
Brookings Institute, 
15% of the value of 
an enterprise resides 
in tangible assets, 
while 85% rests in 
intangible assets - 
the largest part of 
those intangibles 
being information.

A new dimension in the  preparedness challenge



A Stair‐step Approach to Preparedness

Focus on education and incremental development



A Mentoring Role: 2nd
 

Party Assessments



Dealing with Executive Resistance? 



Evolution of Justification Argument ‐
 

General 
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Example 1: The Telephone 
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Example 2: The PC 
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Small and Large Business Preparedness 

Argument Type
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How Soon?

The works of two authors

Malcolm Gladwell: The Tipping Point

Geoffrey A. Moore: Crossing the Chasm



Supply Chain Leads the Way



And Waiting in Line

The Other Arguments

–Governance

–Valuation

–Compliance

–Risk Management

– Liability

– Supply Chain

Part of the necessary

 

evolution of Public‐Private collaboration and executive 

 
acceptance of the value of preparedness
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Making Progress, But More to Do!
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The Small Business Challenge



The Mechanics of ISO Auditing



There Are 9 Types of Audits

1.

 

Organization Registration/Certification

2.

 

Process Audit

3.

 

Product Audit

4.

 

Customer Contract

5.

 

Gap Assessment

6.

 

Surveillance

7.

 

Conformity Audit

8.

 

Combined or Joint  Audit

3 

 Versions
• 1st

 

Party
• 2nd

 

Party
•3rd

 

Party



The Process 

3rd

 

Party Audits consist of 2 “stages”
 Stage 1: Document Review
 Stage 2: Onsite inspection and discussions. Evidence‐based

o

 

No claim of statistical significance can be made!
o

 

Some standards establish guidelines (ISO 28001)
o

 

PS Prep standards do not

 

use these guidelines (ANAB decision)
 No consulting can take place!

Audit plan must be submitted in advance and agreed to by both 

 parties. Discusses location, logistics, and process.

Management should be present for the beginning and end as well 

 as for discussion on an “as needed”

 
basis.

Have your paperwork ready. This is not

 
covered in a Stage 1



The Audit Process – Stage 1
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Stage 2: On‐site Audits

• Executive Interviews

• Team discussions

• Survey’s

• Record inspections
- Not Statistical Sampling

• Documentation review

• Training records

• Contracts review

• Observations

• Customer correspondence



Sample Stage 1 Report



Opening and Closing Meetings

This is where the work really begins

Auditors will expect management to be present

They will ask for confirmation of the scope statement

Suggestion: 
 Don’t volunteer to activities that are out of the plan
Don’t  let someone who is not briefed on the protocol, speak!

The auditors will follow a prescribed format 



Typical Audit Plan

30



Audit Plan Continued

31
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A Typical Audit Module



Types of Findings

• Auditors have 5 options
– Conforms

 

to Standard – Goal of every audit!

– Minor

 

(Partial) Non Conformance
• Single lapse, isolated incident,  not likely to cause systemic failure

– Major Non Conformance
• Systemic breakdown
• Pattern of failure or breakdown of policy/ procedure
• Absence of a required or necessary control/ procedure/ policy

– Observation

 

– comment on out of scope item (rare)

– Not Applicable

 

– asked to comment on an out of scope item

33



Audit Evidence

• Identify appropriate sources of information

• Collect/review an appropriate amount of information
– This is not

 

a statistically significant sampling exercise

– Evidence may be gathered in many ways
• Interviews
• Records, including meeting minutes, sign‐in sheets, copies of presentation 

 
material, post‐meeting follow‐up notes, emails, copies of contracts (esp. if SLA 

 
are involved), etc.

• Team/Department meetings and discussions

• Observations

• The goal is not to find problems, but indications and patterns

34



Audit Details

•

 

Occasionally, auditors may ask for a chance to “huddle.”

 

Please provide a 

 private location for this.

•

 

Auditee

 

can also call for a “time out”

 

to review issues and discuss 

 performance of the audit team

•

 

At the closing meeting each day, ask for a detailed progress report.

•

 

Make sure there is sufficient time at the closing meeting to get

 

clarification 

 on all findings.

•

 

Stay on top of the auditor to deliver written findings in a timely and 

 professional manner. 



Prompt Final Report



Possible Outcomes

Certification/ Registration is awarded!
‐

 

surveillance audit scheduled

Provisional Certification/ Registration is 

 awarded!
‐

 

One (or more)

 

minor

 

non‐conformance 

 areas 
‐

 

Requires a program of Preventative

 

and   

 Corrective

 

actions
‐ Time‐sensitive re‐examination
‐ May require a re‐audit (more expensive)

Failed Audit

‐

 

One

 

or more major

 

non‐conformance areas
‐

 

Multiple (?) minor non‐conforming areas



Self Assessments

The Goal
: SDoC

Choices

Sample 
Evidence



Copyright 2009 –

 

2011 D.ByrneCopyright 2011 – All Rights Reserved

Summary Report



On‐going Process
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