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Foreword

Lean Management in the Administration and Service Sector is the first in a series of books about good management in practice that Borsen Publishing House (Børsens Forlag) is publishing in cooperation with The Danish Association of Managers and Executives (Ledernes Hovedorganisation, LH). It marks the start of what promises to be a highly productive strategic partnership, under which we will publish a number of concise practical management guides every year.

I believe collaboration with Borsen Publishing House holds rich perspective for leaders because there is a lack of management books that take a practical approach to leadership problems. Numerous books have been published about management, but very few focus on the practical aspects of leadership. This is, in fact, rather odd, because many managers would like to read about management in a hands-on form, a natural enough desire considering how difficult finding the time and energy to read weighty books on management theory can be. If we can help equip readers to meet the management challenges they encounter, we will have achieved our goal.

Lean management is the topic of the first book in the series. Lean is about generating more value with fewer resources – in brief, about increasing productivity and customer satisfaction. Like many other employee organizations, LH finds itself on a proving ground. We need to be more effective and bolster our competitiveness, which is why we launched a lean project in August 2004. Quite simply, the goal was to increase productivity and reduce throughput time for cases dealt with by the member service department. We also wanted to boost customer and member satisfaction.

Like LH, many service and administration businesses could benefit greatly from lean. We have raised productivity by 50% and dramatically improved our service level. What is more, though, we have also created a better and less stressful working climate. At LH, lean has proved a highly effective tool for eliminating stress-inducing factors and thus stress among employees. We have achieved these impressive results with the help of Valcon, the consultancy company where the book’s three authors work.

One reason that we chose lean is because it builds on employee involvement. However, creating a lean culture is the responsibility of management, an obligation that often means managers themselves have to make significant readjustments. There is no way to avoid assuming the manager’s role. If the top managers are not committed, providing their wholehearted support from start to finish, the project might just as well never be.

I recommend this book as an appetizer for managers who have considered lean. Reading this book will make it easier for them to get started.

Happy reading!

Svend Askær, Chairman of the Danish Association of Managers and Executives (Ledernes Hovedorganisation)


Authors’ foreword

This book has been written for managers at all levels of administration and service in the financial, public and organizational sectors. However, it is also intended for industrial managers that run ordering and customer service offices and perform other production-related administrative tasks.

A new management and optimization concept has gained a firm foothold in Denmark: lean. Lean is about generating greater value using fewer resources – in brief, about increasing productivity. Lean holds enormous potential because it gives managers the insight as well as the skills and tools that their counterparts in leading industrial enterprises have possessed for decades, productivity development having been their main focus. Lean thus fills a managerial void for executives in administration and service.

To date, industry has primarily used lean principles in production, but there is intense international focus on transferring lean to businesses and organizations in the administration and service sectors. The first Danish pioneers are hard at work learning and introducing the mindset and principles of the concept. The results are overwhelming: a double-digit increase in productivity, dramatically shorter case processing times coupled with lower stress levels, better customer service and greater job satisfaction.

Our experience working with these lean pioneers has spurred us to write a book about transposing lean principles from the production environment and adapting them to the challenges faced by organizations and companies that supply administration and service products.

As yet, we have only nascent experience using lean to manage administration and services. With this book, we hope to promote a basic understanding of lean as a management philosophy and to inspire managers to embark on the task of realizing the vast potential that lean principles hold for administration and service businesses. Once you have read this book, we hope you will feel better equipped to introduce lean in your own organization, regardless of whether you are about to embark upon a project or already underway.

The book is based on experiences and inspiration gleaned from a large number of people involved in lean. We would like to extend our thanks to them for giving our ideas a sounding board, and to thank our colleagues and business partners for their help in making this book possible.

Mikkel Eriksen, Thomas Fischer, Lasse Mønsted

Nærum, June 2007


CHAPTER 1

Lean in the administration
and service sector – an
appetizer

Lean is the name of a management concept for optimizing industrial production. Specifically, the lean principles are those Toyota developed over a span of more than 50 years to streamline its motor vehicle production. In lean terms, optimization means creating a product that generates the highest possible customer value, is extremely high quality and is manufactured at a competitive cost.

But can car production really be compared with complex case processing, treating patients in a healthcare system or managing an ordering office? On the face of it, parallels are hard to draw. However, we have found that many parallels do exist, and impressive results can be produced if tools and principles are adapted and transferred from industry to administration and service.

By way of introducing the topic, we will therefore briefly outline how administration and service managers can benefit from learning the optimization principles used by leading industrial enterprises and show what results they can achieve by introducing lean methods.

PRODUCTIVITY DIVIDE BETWEEN INDUSTRIAL AND SERVICE SECTORS

Productivity enhancement has been a fundamental goal of the past century’s industrialization of production enterprises. Industrial companies have thus long focused on methods and tools that heighten productivity, an approach crucial to the development of the Western welfare society. This development continues to this day.

Since the early 1970s in particular, Western manufacturing industries have fought to keep up with consumer demands and intensifying competition in a time of accelerated development driven by globalization and other factors. Productivity has exploded alongside a tremendous increase in flexibility and quality. Although technology has played an important role in this growth, so has the use of new management principles and tools.

A survey of productivity development in the US from 1970 to 2000 illustrates this massive rise in industrial productivity and also underscores the huge disparity between productivity development in the industrial and service sectors.

In the survey, the service sector is represented by banks, insurance companies and mortgage credit institutions. All these service businesses have focused on restructuring and automating their procedures by introducing IT and other systems. A comparison of their productivity with industry results shows that the service sector still has a long way to go. The same applies – possibly even more so – to other industries, both public and private, that also supply administration and service products, but which have not experienced competition as tough as that in the financial sector.

DEMAND FOR HIGHER PRODUCTIVITY

The administration and service sectors are now feeling the pressure traditionally experienced by production industries. The focus on quality, productivity and cost per production unit has intensified across public authorities, organizations and enterprises. Consistent development becomes necessary in this light, for the bar is constantly being raised and no one can rest on his laurels.

[image: Image]

Figure 1. Development in productivity in the USA from 1970 to 2000. Source: US Bureau of Labor Statistics; Booz Allen Hamilton.

At the same time, competition has surged as customer loyalty ebbs. The financial sector is responding with ever-more complex service products and competitive prices. Trade organizations fight to retain members or vie for each other’s by offering cheaper subscriptions. Even hospitals compete, realizing that long waiting lists spell patients – and thus income – lost to hospitals that can offer shorter waiting lists.

All businesses – public and private – need to be the best at delivering more content and higher quality for less money. Customers now tend to switch faster to competitors that can offer better, cheaper insurance, while taxpayers demand lower taxes and a higher level of public service.

This trend perfectly parallels the productivity development demands for decades imposed on industry; demands which are relatively new to the administration and service sectors. General cutbacks can no longer boost productivity because it has already been stripped to the bone – in many cases giving rise to heavy work pressure and high stress levels. New measures are needed, and we can draw inspiration from our venerated colleagues in industry: those who have managed to create better workplaces while consistently improving quality and productivity. Managers in administration and service can benefit from industry managers’ experience by using the leadership tools required to meet the challenge.

THE IMPACT OF LEAN: REAL WORLD EXAMPLES

We have gathered a number of examples showing the breadth of potential in a wide spectrum of organizations facing…
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