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Lean Services: How Service organisations meet future challenges

PREFACE

The 2008 ACE Report on Operational and Lean Management revealed
that almost 80% of European manufacturing companies apply Lean
Management to enhance their competitiveness, whilst only one-third
of service organisations, public and private, have started to use this
method to improve performance.

Based on dealings with hundreds of projects, in a large variety of
service industries across Europe, we have witnessed how Lean
principles — renowned for their success in the manufacturing industry
— can just as successfully be applied within service organisations. The
trick is not to copy them, but to adapt the basic principles of Lean
thinking to the very different conditions in service organisations. In the
words of John Shook, chairman and CEO of the Lean Enterprise
Institute: “It has been a surprise to me that Lean tools are actually even
more useful in an administrative, knowledge-based company than
they are in production. By making work visible, we also make problems
visible. It gives a huge psychological change effect because it will be
accepted that problems exist. | recently visited the world famous Mayo
Clinic in the U.S., and there was a surgeon who said: 'If | can see it, |
can fix it! It's the same for us in Lean: If the problem is visible, we can
solve it

We believe that Lean Management has a lot in common with sports
like acrobatics or sky diving, because it stands for individual expertise
embedded in a team — the capability to execute actions in perfect
alignment, even under risky and ever-changing conditions.

In the latest 2011 ACE Report on Lean Services, European service
organisations reveal some of the major challenges they will face in the
coming years. More and faster innovation and better services at lower
cost, with less qualified resources are just the tip of the iceberg. This
report gives a clear overview of where the most pressing issues are,
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how prepared service organisations are to tackle them and by what
means they plan to do so. More importantly, you will find solutions to
these challenges — real case studies where different Lean approaches
have already been successfully applied in service organisations, as well
as a comprehensive overview of how to implement Lean in this sector.

The ACE Lean Services project team: Barbara Causse, Markus Doerflinger,
Cristiano Grosa, Markus Gruenenwald, Amdi Hansen, Hans Heijerman,
Jan Larsson, Michael Leck, Gunter Schoeller and Friederike von Zenker.

ACE - Allied Consultants Europe — is a strategic partnership of
nine leading European management consulting firms. We are
experts in the fields of strategy, organisation change and
business performance, and have been working together — as one
—since 1992. In 15 offices all over Europe, more than 600
consultants offer local know-how and international expertise to
our clients, in both the public and private sectors.

ACE regularly conducts European surveys on a wide range of
topical business issues. Like many of those studies, part of this
report is also based on feedback from questionnaires that we
received from our clients and business contacts. We would like to
thank you all for your support and for sharing your views and
opinions on the challenges of European service organisations
with us. Finally, we hope this report inspires you to start your
own ‘Lean Journey’, or intensify it, if you have already embarked
on one.
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Lean Services: How Service organisations meet future challenges
EXECUTIVE SUMMARY

In spring 2011, Allied Consultants Europe conducted a survey asking crucial capabilities: comprehensive knowledge of how to create real
over 700 European Service organisations in a large variety of service value based on consumer needs, the alignment of the organisation
industries, including financial, professional, ICT, industrial, transporta- towards value streams, and the application of industrial principles to
tion, retail, public, healthcare and many others — about their main optimise service processes.

challenges in an increasingly competitive market. Our aim was to

provide a clear overview of what's on the agenda of European service I Clear priorities on the management agenda

organisations. The main highlights include: European service organisations have quite clear future priorities in

order to tackle their troubles: quality, resource utilisation and

I Major challenges ahead productivity need to be pushed, while operating costs have to be
European service organisations indicate that they have already reduced. In short, service organisations want to focus on creating
experienced complex and demanding business environments over more and better service quality at much lower costs.

the last two years. They also report that major issues will become

even more prevalent over the next three years: Competition and o

market liberalisation call for more innovative service models. TOp prIOFIUeS in the future
Customers require (further) improved service processes. And on top -> Focus on quality, productivity and cost
of this, an increasing shortage of talent will become an even more

pressing issue in the future, than it is today. Improve quality of service process
Optimise resource utilisation and productivity level
I Preparedness for undetermined change Reduce operating costs
One in three European service organisations feel unprepared for Offer more services or design new service offers
the upcoming challenges, especially how to tackle ageing society, Increase focus on performance management
the war for talent and the rising complexity within their businesses. Reduce service lead time to customer
For the two-thirds who claim to be more prepared for the Invest in new IT systems/technologies
challenges, the top management ranks are more confident in their Improve flexibility of operational processes
organisation’s ability to tackle future headaches, whereas middle Improve supplier integration and/or customer collaboration
managers and functional experts have a more negative — or realistic Speed up development time for new services
— view on the matter. 0% 20% 40% 60%

High or slightly high relevance for % of respondents (n=704);
1 Capability to respond to future challenges multiple answers possible

Although change management skills appear to be intact, European
service organisations consider their 'execution" and 'the level of
process improvement' skills rather weak. They mainly lack three
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Listening to the voices of over 700 European service organisations, we
are convinced that Lean Management provides a strong answer to
these challenges, because:

I Lean is a concept that addresses very successfully the key issues
mentioned opposite: quality, costs and delivery in parallel with an
integrated set of principles, methods and tools.

I Lean is a philosophy of leadership, teamwork and problem
solving, resulting in continuous improvement throughout the
organisation by focusing on the needs of customers, empowering
employees and improving processes.

I Lean is about the process that delivers and less about the actual
product/delivery. Despite some obvious differences between the
manufacturing and service sectors, all service organisations are
based on processes, which are core to value creation for the customer.

A tailored approach, translating Lean into a specific Lean Service
programme for your organisation is crucial for success. As general
advice based on our experience of conducting numerous Lean Service
implementations throughout Europe, we propose three different
phases for implementing Lean:

I Phase 1: Creating basic stability
I Phase 2: Improvements through people

I Phase 3: Advanced focus and continuous improvement culture

Each phase will require different methods and tools one should
primarily focus on in order to reach a certain level of maturity, before
embarking on the next stage. In the 2008 ACE Report on Operational
and Lean Management, we learned that implementing Lean is not just
about applying the Lean tools, such as Value Stream Mapping,
Standardisation, 5S or Root Cause Analysis. We saw that a purely
tools-based focus often resulted in short-term results and that
continued progress, as well as maintaining achieved results, often

failed. Lean also addresses issues related to human resources and
organisational culture by integrating both ‘hard” and ‘soft’ methods to
enable operational excellence to be achieved. The ACE Lean Services
approach therefore includes two additional pillars in the triangle: Lean
Thinking and Lean Leading, which helps to not only achieve opera-
tional excellence, but sustain it in the long run.

ACE Lean Service model

- Helping to achieve operational excellence

Phase 1

Creating basic stability

ACE
Lean
Service

EE) Lean

Leading Thinking

Phase 3

Advanced focus
and continuous
improvements culture
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Phase 2

Improvements through
people
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