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Summary

The purpose of this research paper is to study the potential impact of Lean Management
principles on a service-providing company. Lean Management was originally developed for
manufacturing companies when it was first designed in Japan, in Toyota, a car-making company.
Lean Management was developed primarily to cut cost and help Toyota achieve its rock-solid
sustainability. More specifically, the research seeks to examine whether lean principles can

benefit a service-oriented company, or not.

In order to find the results for the problem topic, first | want to find out whether there is
such thing as “Lean Service”. Further, I want to look into, what does the critiques say about Lean
Service? Simultaneously research for, transferability of Lean principles transferrable to a service
company? To make this research more focused, a service-providing company is chosen, known
as Follo Taxi. Follo Taxi is a midsize regional cab company in Norway, which does not have
Lean implemented currently. The research paper also focuses on the counterarguments for lean
service. Even thou the problem topic, Lean Service, is quite “new”, there are some prior studies
written by researchers and intellectuals. Several previous studies are included in this research to
build a relevant theoretical background that can with the reader an insight on the ongoing debate
on Lean Service. In order to understand the challenges in a service company, qualitative data was

gathered.

The qualitative data was collected, through open interviews from different groups of
stakeholders. These three groups were, the management, employees and customers. Data was
then cross-analyzed, specifically to create an analyses and discuss resource usage, effectiveness
& efficiency. The interviews were conducted on one-on-one bases to maintain the interviewee’s
comfort level and anonymity. Then | coded the data to study the types of wastages that could
occur in a service company. Since it is a qualitative study, stakeholder’s personal views,

comments and feelings were crucial to consider.

After the data gathering and studying relevant theory, four essential lean principles were
selected to be used in a service company. 1) Value Stream Mapping, 2) Just-In-Time, 3)
Production Balancing, and 4) 5S Standardization. These four elements, originally borrowed from
Lean Management to Lean Service, can benefit a fully service-oriented company. Value Stream
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Mapping can help a service company with defining its value, creating a smooth value flow stream
& considering pull-system and striving for perfection. Just-In-Time focuses on delivering the
product on time and cutting cost, and Production Balancing seeks to prevent over- and
underproduction. Whereas, 5S standardization concentrates on making processes standardized,
simplified, cleaned, sorted out and finally yet importantly it seeks to make the procedures
sustainable. The final discussion wanders around the significance of these four Lean principles in

a service company.
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1.0 Introduction

Developing and evolving by using our existing knowledge in different ways creates new
knowledge and that is what make us humans. We can pick almost any field of knowledge, one
element has been common and obvious we had to think differently to solve the new problems. As
someone great once said, “We cannot solve our problems with the same thinking we used when
we created them” (Albert, Einstein). Similarly, industrialists, developers alongside with
philosophers and individuals from many other areas of knowledge have been evolving the way
we work today. Historically, prior to 1800’s, the nature of work was “Craft-Production”. Craft-
Production “refers to the process of manufacturing a product through the use of manual skills”
(Ruthtrumpold.id.au). Then roughly in the mid 1800’s the nature of work become “Mass-
Production”. Mass-Production is “The manufacturing of large quantities of standardized
products, frequently utilizing assembly line technology” (Investopedia). Not before late 1900’s
we begin to develop “Knowledge—Driven Work”. The definition of Knowledge-Driven Work is
“An organization is knowledge-driven to the extent that it depends on the knowledge of all
stakeholders in order to accomplish its goals” (Joel Cutcher-Gershenfeld). Lean Management is
typical example of Knowledge-Driven Work. Lean Management clearly made it’s mark and
stands high as the current nature of work. More and more companies have started to adopt the
Lean Management philosophy. Some companies have completely based their business strategy
and vision on Lean thinking, while others have chosen to use some elements of Lean
Management while leaving the rest out. There are also many companies those who are using
Lean Management methods unconsciously, without knowing themselves. Maybe because Lean
thinking is becoming quit generally accepted and practiced by many. Let us first understand,
what is Lean Management exactly? And then we will further move in the topic of Lean

Management in service sector.

Lean Management is a production philosophy, that seeks to improve production
processes, defined as “becoming ‘lean’ is a process of eliminating waste with the goal of creating
value” (Gershenfeld, 2002). Lean was first introduced in a car making company, Toyota. System
developers in Toyota Production System (TPS) used thirty years to develop TPS, and the Lean
Management methods were part of this system. In 1990’s, the Lean Management was ready to

use by other companies around the global. Assuming, since Toyota was raising as a company
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through selling cheaper cars than most of the major car making companies around the world,
other carmakers become curious about Toyota’s production system. Toyota was simply following
their, “home-made recipe,” in-house developed production system, Lean Management. The
whole purpose of Lean Management is to eliminate, as the Toyota calls it, “Muda”. Muda is a

Japanese term, which means “elimination of waste”.

This research paper will discuss the Lean Management philosophy itself, thoroughly.
However, there have already been done tones and tones of studies on Lean, so how does the study
in this research paper differs from most, if not all, of the prior studies? The Lean Management is
fundamentally a production process, in other words, a system that specifically was developed to
cut the waste in a manufacturing environment. Whereas this research paper is attempting to find
impact of Lean implementation in a service providing company. Even if a company’s product is
to provide service, | assume most companies still want to be more profitable. After understanding
the Lean Management, the research would be lead towards implementing Lean thinking in the
service sector. Thereafter, a specific company would be used as a lab-rat for this research paper.
However, | am afraid to say that there are many limitations to this research paper. One of them is
concerning time-limitation. There is not enough time to actually implement the Lean system to
the chosen company and evaluate the actual annual results. Further not to forget, the development
and effect of the system over several years ahead. Therefore, the focus of this research paper is

develop new hypothesis on impact of Lean Management on a service-providing company.

The research will be conducted from the button-up, including, not just the management
board and the leaders, but also the ground-level employees and customers. Mainly because all of
these stakeholders are important for a company, and they might have inside and outside
information about the company’s status. This is done to tackle the situation from various angles
and to involve different prospective, so that | as the researcher can develop a solid learning for
the service provider company. | have chosen a transportation company known as, Follo Taxi, for

my research paper. Follo Taxi is a regional cab-company, establish is 1989 (www.follotaxi.no),

in southeast Norway. The company dispatches for over seventy cab cars, is the biggest cab
company in its region, and further among the main taxi companies in the country. Along with the
research methods, the company details would be discussed more thoroughly in the methodology

section, later in this paper.


http://www.follotaxi.no/
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In the methodology section, the methods of researching would be presented such as
coding, analyzing theories, data types and the interview guide etc. This research paper is based on
qualitative study therefore, interviews are seen as one of the most important objectives. The
interviews would be performed in a form of open interview. Moreover, what an open interview
is, will be explained in detail, in the methodology section. Further, in the analytical section, the
gathered data from the research would be organized, scanned, analyzed and transformed into a
logical & easily readable format. The findings will be presented and discussed under the Lean
prospective. However, the discussion would be reflecting the problem thesis throughout the
paper, since that is what |1 am trying research. The conclusion section will be short and to the
point, stating the problem thesis & finding; also discussing the new hypothesis developed from
the research.

1.1  Problem thesis

Many companies for the past three decades have been researching on Lean Management,
mainly through implementing and evaluating results. While authors have been writing several
books, articles and journals discussing Lean philosophy. On the other hand, researchers and
university professors have been debating, discussing and deliberately trying to understand the
effects of Lean Management. In short, several studies have been done on Lean. Yet, Lean
Management still seems quiet fresh to many. If the Lean Management sustains in the global
market, for somewhat the similar length of period as prior management systems, such craft
production and mass production, for approximately 100 years, then the Lean Management system
is in its introduction stage; in the life-cycle graph. While, Lean Management in service industry is
completely new. Therefore, this research paper seeks out to find results and impact of Lean
Management on a service-based company. The research question that this paper seeks to answer

is as following:-

“How might lean management philosophy impact on a company that provides service as it’s

product?”

Let us look behind the research question of this paper. The focus is to research on the

impact of Lean way of working, or one might call it as “Lean-mindset”, on a company that
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provides service. Now, many companies out there produce tangible/physical products and also
provide service to their customers. For instance, a washing machine company, that sells washing
machines itself and maintenance services, as a separate product. This company is selling two
products, the machine and the services. Or a pizza restaurant, that sells pizzas and other fast food
items alongside with the delivery services. This paper desired to research on a company that only
provides service as their product. Mainly to avoid obscured and invalid results. Because then all
of the earnings would be generated from service activities, without being partly supported by

physical products sold.

This research paper seeks to find the potential of Lean Management in Follo Taxi.
Furthermore, evaluate what kinds of Lean Management principals would be suitable for a service
provider company, Follo Taxi. The question one might ask her or himself, as obvious to many is
that, why this research should matter to the company itself and the research author? It is because
the financial health of Follo Taxi has been dwindling for past three to four years. Follo Taxi is
desperately trying to find new ways and methods to stop this from happening. The reasons for
drop in sales of Follo Taxi might be several, most of them seems to be internal and some are as

well as external challenges.
Listing some of the external challenges, which are as following:-

1. New startup companies that focus on Knowledge-Driven Work are being established such
as UBER.

2. Follo Taxi is falling short on the technology area, whereas the competing companies have
more effective and efficient methods of communication.
Customers are shifting their cab-company due to late arrivals and poor service.

4. Due to high prices for cab rides and mixture of other issues, customers are finding
cheaper alternatives, such as buses, trains, pirate cabs and driving themselves or with
someone, they know.

5. Spread of poor reputation.

Some of the internal challenges are such as:-

1. Poor communication infrastructure.

10
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2. Employees with outdated knowledge. Many Follo Taxi drivers are lacking basic
qualifications, such as national language skills, effective reading & writing, work ethics
and local culture understanding.

Employees are confused about their responsibilities and job roles.
4. Lack of communication among employees and disturbed flow of communication.
5. Mainly wastage of human resources, knowledge, time, capital, supplies and not least

already created brand name.

Clearly, the system of Follo Taxi needs to be changed and or up-graded. The research paper
will first discuss the literature behind Lean Management, in order to explain the Lean philosophy
and its impact. Moreover, the core of this research, compatibility of Lean Management in service

providing company.

In methodology section, to maintain the validity of the research, | will focus on many sub
questions that are needed to be answer; in order to response to the problem thesis at hand. These
questions will be discussed, in more detailed format, in methodology section. Yet I still want to
state some of the main ones, briefly. These questions are such as, what are the main areas of
wastage in the company? What types of wastage is Follo Taxi being victim to? How can Follo
Taxi potentially prevent themselves from these wastages? How much of the wastage saving is

productive, without being counter-productive?
1.2 Research limitations assumed prior to the research

There are some limitations to this research paper, mainly due to the time limitations and
resources. It would have been more accurate, in terms of evaluating results, if there was enough
time actually to implement the Lean principles to the research company. There are only four and
a half months to complete the research. | would not be able to examine the annual impact of Lean
Management and its development over time, due to the time limitations. Moreover, that is only if
the Follo Taxi actually does implement the Lean system. Another challenge due to limited period
is lack of variety. | also wanted to include another service providing companies to examine the
variation, and further, to raise the validity of my study. For instance, examine an insurance
company, to see the variation & difference between the impact from one service providing

company to another.

11
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Another interesting comparison would have been selecting some number of employees from
the company that’s being researched, and put them through test. In order to do so, the author have
to pay the employees for the number of days they are not working, rather being available for the
research. Because the author cannot just make couple of employees available, there should be a

significant size of sample to do a representable testing with high degree of validity and reliability.

12
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2.0 Theoretical Background

Eiji Toyoda, Taiichi Ohno and Shingeo Shingo created the term “Lean”. They were
leaders in the car making company, Toyota. The reason they called this type of management as
“Lean” was because this method used fewer workers, capital investments, raw material, and less
factory space (Anisul Hoque Ansari). The history behind the birth of Lean philosophy was the
immediate need for change. The Second World War caused great losses to Japan and its
manufacturing industry. Mainly because the country had to deal with countless number of
damages led by the war. Post the Second World War, Japanese manufacturers had to rebuild their
companies, almost from the scratch. Japanese manufacturers were lacking from three main
elements of production, stats Ansari in his article, decline in human resources, lack of raw
materials and financial resources. Then the need for new ideas trigged the thought process for
creating a smarter and more strategic use of resources. The question most of the company
owners’ wanted to answer was, how could they use their limited amount of resources
strategically? Leaders at Toyota Motor Company, developed a production system called “Toyota
Production System” (TPS); mentioned earlier in this study. Lean philosophy was developed as a

part of TPS.

In order to discuss the research-case, one has to first understand what is Lean ?
Researchers and authors also articulate Lean Management many times just as the term “Lean”.
Lean has many names in the professional world. Some refer to Lean Management as Lean
system, or Lean production, while others call it as a Lean thinking, Lean philosophy, and Lean
mindset. The shortening of the title is a sign of its raising popularity and shows that its an often
discussed topic. However, let us first understand Lean. There are many definitions of Lean, some
are quiet basic and brief, while other definitions are more explanatory, they go a step further. The
definition itself has been involving and changing, as researcher and intellectuals learn more about
this method and contribute in the further development of this phenomenon. In 2003, James
Womack and Daniel Jones published a book called “Lean Thinking”, through Free Press

Publishing, in which they were praised for their work. Several articles that are written post Lean

! Article: A brief history of Lean manufacturing, Anisul Hoque Ansail. Lecturer, BUFT, Trainer & Consultant, BDJOBS
Training Trainer and consultant, Prothom-Alo Jobs training Trainder for Wal- Mart BD Ltd. Also General Manager,
Operations MK Fashion Ltd.

13
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Thinking, often tent to refer back to Womack, J and Jones, D. According to them, the definition
of Lean is “Lean thinking is about eliminating all forms of waste”, simple and to the point. While
Jerry Kilpatrick, defines Lean as, “a systematic approach to identifying and eliminating waste
through continuous improvement, flowing the product at the pull of the customer in pursuit of
perfection”. Kilpatrick, J, goes a step further compared to Womack, J and Jones, D and includes
additional Lean elements as continuous improvement, pull-system, and flow of the production
and pursuit of perfection. These elements talk about the importance of sustainability and
becoming even “Leaner”. While other authors such as Professor Peter Hines, stress on the five
steps of Lean implementation process. The Hines, P, defines Lean as, “Lean thinking can be
summarized in the five principles: precisely specify value by specific product, identify the value
stream for each product, make value flow without interruption, let the customer pull value from
the producer, and pursue perfection”. If one summaries various definitions of Lean, Lean
Management focuses on eliminating any type of “Muda”; a term for “waste” in Japanese as

earlier discussed, which is seeking for sustainability through continuous improvement.

There are several types and areas of wastage in a company that Lean seeks to eliminate.
Taiichi Ohno, the co-developer of the TPS, wanted to eliminate mainly eight types of wastages.
Moreover, he advocated that these eight types of wastages accounted for ninety five percent of
muda. Muda does not just means, waste that comes from non-value-added activities but also the
types of waste that decrease the value of value-adding activities. For instance, waiting for
material to arrive is not just waste of time, but also it dwindles the brand name and the reputation
of the company that marketing department is desperately trying to build. However, these eight
types and areas of waste are as following:-

1. Excessive inventory: Having too much of inventory in warehouses, stores and factories
increase the company expenses related to storage such as electricity, worker payment,
maintenance, storage space costs and other costs. Excessive inventory also transfers into
goods that go out of date, fashion, technology, trend and the company often have to sell
them in the dump market or throw them in the waste. These goods occupy the storage
space that could have used to store other goods that are actually demanded by the
customers and market. The waste from “Excessive inventory” is directly linked to

“Overproduction”.

14
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2. Overproduction: Usually overproducing causes the excess inventory waste. The reason
for overproduction almost does not need a supporting argument from an academic
researcher; debatably it can be one or the two reasons for this of waste. Either the
customer demand has shifted or the market does not need as much as predicted by the
company. Thus, the company is left with over produced products, external event. Another
reason is that the company have an error is their prediction while the market demand is
consistent, internal event. Overproduction raises the cost through increasing the expenses
that are associated with production, such as workers’ pay, over-head costs, storage
expenses and transportation of material and many other expenditures.

3. Transportation: There are many ways of wasting in transportation area. Key events of
wastage in transportation are such as, wrong deliveries, selecting expenses but not need
method of transporting goods, choosing an expensive transportation route, moving goods
around without creating any value etc. Waste in transportation also occurs when the
company is transporting overproduced goods, which is a complete waste. Most of the
waste areas are connected to each other, when a miscalculation occurs in one department
or a section of a company; it causes the waste to occur in other areas down the supply
chain.

4. Waiting: Another type of waste in “Waiting”. As we know, there are many departments
in a company, production, sales, marketing, delivery, IT etc; and they constantly exchange
information, goods, human resources, skills and responsibilities. Often when one
department is behind its schedule, and fails to deliver on point, the next department has to
wait, and it falls behind its schedule eventually. In other words, delays in one-department
causes delays in other parts of the company. In the end, the costs associated to these
delays and waiting, add no value, further classifies as non-value-adding activities.

5. Over-processing: This type of waste is also known as, reworking, re-controlling and or
correcting. These types waste occur when the quality of the product is low, and the
company is forces to diagnose the product-defect. If a company is processing and
controlling products to an extent where it is counterproductive, its known as over-
processing. Kilpatrick, J, identifies this type of waste as, “non-value added processing”, in

short, the activities that does not add any additional value to the company.

15
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6. Underutilized human resource: If a company’s employees are not creating a greater
value for the company in return it’s a waste of human resources. It is a wastage of
intellectual capital (Womack & Jones, 2003). There was several ways of underutilizing
human resources, such as not signing enough work to the employees, having excessive
(more than needed) employees on a job task, or not utilizing the skills and abilities of
employees etc. Underutilization of human resource occurs for instance, when a company
outsources a job task to an external company while having employees in-house; that could
have finished the same job in more profitable manner, in terms of working and saving the
alternative costs. Underutilization of the human resources is the type of waste that
normally is left out of “list of non-value adding activities”; and many researcher just list
sever types of wastes instead of eight.

7. Defaults: Defaults are the products that are produced with defeats in them. Four sub-
wastages are linked to default-wastage. These four sub-wastages are as following,
materials, work (time and overhead), product return transportation and compensations to
customers’ complains. Compensations are the reimbursement that the company has to
pay, sometimes in form of cheaper or free product, cash or fines. Companies are often
victim to fines and lawsuit settlements.

8. Excess motion: Excessive motion is type of waste that occurs when companies move
around products, in a manner that is none-strategic, and uses excessive time and human
resource. Kilpatrick. J, argues that, “unnecessary motion is caused by poor workflow,

poor layout, housekeeping, and inconsistent or undocumented work methods”.

Lean system suggest solutions to eliminate these eight types of waste through various
different mental models, theories and Lean principles. Me as the author of this research would
first prefer to present an overview of various different Lean building blocks and elements.
Through various theories and strategies, the Lean Management seeks out to accomplish the most
fundamental elements of Lean philosophy. These most basic elements of Lean Management are

as following (Ansari):-

1. Elimination of waste.

16
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(quantity of work in process), finished goods”.
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Increase the reliability of equipment.
Strengthen the process capability.

Create continuous flow.

Decrease the percentage of defected products.
Reduction of lead-time.
Improvement of error proofing.

Imbed the Kanban systems.

10. Standardize the work.

11. Establish in-station process control.

12. Level the production.

13. Improve tact time.

14. Quick changeover.

15. Encourage teamwork.

16. Better use of storage.

Lower the “inventory requirement throughout the production process, raw material, WIP

These basic Lean elements are achieved through various different Lean theories, such 5S,

Kaizen, JIT (Just-in-time), Heijunka (production leveling) and Jidoka (act on abnormality). Lean

theories would be explain one-by-one. The focus of Lean Management on the top is to stress on

three major factors, the product quality, costs and delivery timing. The stability is accomplished

through the “5S” and “Kaizen” theory. The 5S stands for, five different Lean elements that are

supposed to bring the stability to the Lean structure. These five S’s are as following (Joel

Cutcher-Gershenfeld):-

In English terms

Original Japanese terms

1. Simplify and sort 1. Seiri

2. Straighten or set 2. Seiton
3. Scrub or Shine 3. Seiso
4. Stabilize or standardize 4. Seiketsu
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5. Sustain or self-discipline 5. Shitsuke

The purpose of 5S is to create a well-organized, neat, easy and visual workplace, which
altogether is foundation of standardized workroom. The core idea is to establish an environment
where any unusual event is easily noticeable. As Ed Trish Seman (Quality Improvement
Consultant at Five Hills Health Region), articulates in his lecture, Pursuing Excellence,
“Standardized work depends upon each tool always being in the same place ... a place for
everything and everything in its place”. Seman, believes that a neat and clean workplace
environment leads to increased efficiencies, effectiveness, product quality, elimination of waste,
and drop in non-value adding expenses. A standardized workplace have many benefits. The work
place is a safer place for workers, because they can easily look around and protect themselves
from hidden hazards. Workers can quickly search for tools they need, and thus save time;
increase productivity. The company could lower the rate of defects and expenses of equipment
maintenance by keeping the environment clean. The workers can decrease response time if they
are working in an organized workplace environment. Further, if overtime the workplace begins to
become unorganized again, they would be able to distinguish between an organized and
unorganized workplace, and between what is needed and unneeded; normal and abnormal. Since
workers have seen and worked in an organized environment (Seman). The “S” stands for
“Sorting”. By sorting items, the company strives for removal of objects those that are not in need.
Unnecessary items that should be removed from a workplace are such as, excessive supplies,
useless containers & boxes, rarely used tools etc. There are many ways of executing the first “S”,
such as by simply going over items that are not in need, further discussing with workers, re-
evaluating the workplace area. There is a method known as, “Red tag strategy”. However, the
Red tag strategy, is one way of sorting, the goal is to achieve a sorted out workplace area, in any
which way it’s possible. The Red tag strategy is performed by putting red color tag on most, it
not all, items at the workplace. Then the tag is removed when the item is utilized. After some
time, a team of employees from different departments of the company can analyze the remaining
items with still tag attached to them. Items those that are just used in certain seasons, months can
remain in storage, for instance, until there is a need for them. In this manner, managers can

straightforwardly identify items that are rarely used.
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The second “S” stands for “Setting”. Setting means, as described by Seman, “organizing
the items that left, post sorting”. Items should be arranged strategically, for instance, so that they
are readily useable, easy to reach without removing additional equipment placed in front. They
should also be placed in the “right” sequence. The second “S” is about creating a well-structured
setting of items. A company can perform this strategy by, for example, putting signboards in
order to guide people to certain departments, functions, items, tools and areas. A company can
also use shadow boards, a board that is in a shape of symbol that represents the area, object and
or activity; color-coding, can also be considered (Color-coding is using different colors to direct
and represent something). The third “S” stands for “Shining”. Workplace should remain clean on
daily basis, not just when its needed. Cleaning regularly is a preventive method that creates an
environment, which is clean, hygienic and leaves a good impression on the workers and external
stakeholders. If workers have bad health, due to unhygienic environment, they will tend to fall
sick often and not show up at work. Unclean workplace also violates with workplace rules set by
many governments and global organizations. The fourth “S” stands for “Standardization”. By
standardizing, it means, to make the tools, equipment, functions, and machines common and
standard. By standardizing, a company can cross-train its employees. By cross-training workers,
a company can reduce overhead costs and eliminate confusion among users. For example, Toyota
uses many car parts that are similar, in various different car models and cross the world. A
Toyota worker in India can effortlessly fix a Toyota car, which is not even sold in India. As
Seman, states in his lecture, Standardization creates common knowledge, consistent expectations,
easy to follow, develops a consistency in task completion. The fifth and last “S” stands for
“Sustainability”. After the system is created and procedures are followed, it is crucial to sustain
the routines, so that company can continue to gain the benefits from 5S strategy. In order to make
sure, that the system sustains, the company should focus of continues development &
improvement of the system. Furthermore, by setting the routines properly at the first place, imbed
the routines into company rules, train workers, create new workplace values, inspect & control,
and encourage employees. The sustaining element is the factor that will eventually bring the
change. Therefore, sustainability is important because sometimes it takes certain amount of time,
before the returns and rewards begin to show. However, sustaining is one of the most challenging
element; it craves great discipline and change in habit. The “Kaizen” technique is similar to the

last “S” of the 58S strategy, Sustainability.
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The definition of the Kaizen theory, according to Jim Huntzinger, is “continuous
improvement for the better or simply continuous improvement”. In Japanese, the word “Kai”
means “change” and “Zen” means “for the better”. Another writer, Masaaki Imai, stats that
“Kaizen is the basic philosophical underpinning for the best in Japanese management”. In his
article, Huntzinger, he claims that the “Job Methods” was the origin to Kaizen strategy. Imai also
discusses the origin of Job methods technique. He explains that a vocational instructor, Charles
Allen, who used to train shipyard workers prior to the World War 1, developed a four-step
method, in his training program to train the workers at Emergency Fleet Corporation of the
United Sates Shipping Board. Allen’s lessons were written in a book published in 1919, and was
later used as an instruction book by the instructors in industrial plants. In the study of Huntzinger,
“Job methods” are described as following, “... to make many small improvements on the job?”.
The four-step training method of Allen was called the “J” program. It contained four-steps, three

step starting with the letter “J”, and are as following:-

Job Instruction.
Job Methods.

Job Relations.

A

Program Development.

Alan Robinson, researcher and writer from University of Massachusetts, stats that Allen’s Job
methods were pre-cursor to Kaizen. Robinson states that, “The aim of this program was to teach
supervisors the importance and techniques of continuous improvement”. That means that the
Toyota, might have learned from Allen’s training methods and later developed the Kaizen theory.
However, the continuous improvement in 5S is also a type of Kaizen activity. Taiichi Ohno once
said that, “Without standards there can be no improvement”. In other words, Standardization
through 5S is necessary, in order to achieve kaizen. Dr. J. Edward Deming evolved the Kaizen

theory and called it as the “Deming cycle”. Deming cycle is also known as the “PDCA Cycle” or

2 War Production Board, Bureau of Training, Training Within Industry Service, 1943, Job Methods: Sessions Outline and Reference

Material (Washington D.C.: U.S. Government Printing Office), p. 1
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the “Kaizen wheel”. PDCA stands for plan, do, check and act. These four steps are continuously

repeated with the purpose of accomplishing continuous improvement.

Wheel of

Improvement

Standard

Juawsaosduw

time ﬁ'

Figure.1l. The Kaizen Wheel. Source: Kaizen Institute. Prof. Dr. Udo Venitz. Hochschule fur Technik und Wirtschaft
des Saarlandes — university of Applied Sciences.

Authors, Grace Gorenflo and John W. Moran, defined the letter “P” as, “Plan: The
purpose of this phase is to investigate the current situation, fully understand the nature of any
problem to be solved, and to develop potential solutions to the problem that will be tested”. They
are discussing the steps a company need to take in the planning phase. The core is to plan a solid
Action plan. A company can achieve that through collecting data, understanding current process
and the problems attached. In addition to identifying areas of improvement and opportunities, and
identifying the potential roots of problems. The next step of the Deming Cycle is to implement
the Action plan developed in the planning phase and the “D” for stands “Do”. During this phase,
a company must collect the new data, such as unexpected observations, lessons learned and the
new knowledge gained post implementation of the Action place (Gorenflo and Moran). The third
step is to check, the C” stands for “Check”. During this phase, the new data is compared with the
data collected previously, in the planning phase, to examine the difference. Then in the
comparison process, a company might acknowledge whether there has been any improvements or
not. Further, the new lessons learned and the knowledge gained is included into the Action plan.
During the last phase, “A” which stands for “Act”, the results from all first three steps are used

for the company’s benefit. Gorenflo and Moran, describe the last step of PDCA Cycles as “This
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phase marks the culmination of the planning, testing, and analysis regarding whether the desired

improvement was achieved ... the purpose is to act upon what has been learned”.

2.1  History of Service & Lean Service.

Let us look at the history of the service sector, before we begin to discuss upon integration
of Lean into service industry. Selling service as a product and having a business concept that
relies on only providing service and receiving payment for it, have been practiced since the times
of classical Greece. It was the time, when young intellectual individuals paid to receive education
(Cerioli, 2009). Humans were selling service as a product in other well-known historical times,
such as in the Middle Age. During those times, service was sold in the form of transportation,
through transporting goods, textile, animals and spices, via the silk route (Correa, 2006). Then
around the times of industrial revolution and the raise of machines, service sector started to lose
its importance, and thus the quality. In the crowd of, indu