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1. Introduction
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When the founder of an Indian bank wondered why fewer and fewer customers were applying for credit, he looked at the process that regulated the mortgage application. President Jairam Sridharan found out that such a request went through a total of 30 hands. No wonder no one wanted to wait that long. Axis Bank was looking for solutions and ultimately found them not through technology but through philosophy: Lean Management. This Japanese production method is now also used in management and the service industry. The core is that nothing should be wasted. The word lean means slim, and in most cases companies and enterprises are actually slimmed down.

Size doesn't matter, for small and medium-sized companies it may even be easier to slim down because you're not that big. However, streamlining does not necessarily mean saving costs, dismissing or outsourcing personnel, or closing business areas. The difference between the classic lean approach and the lean approach is that it is process oriented. Leaning is only done where it is necessary to improve the process. It is also possible that only the processes themselves may be changed, without really incurring costs. 

If you run a company today, you'll soon find that two or three years after its foundation, some sort of routine becomes apparent. Business is going well—hopefully—customers are satisfied, sales are growing, and so is profit. It is precisely at this stage that many companies begin to expand their organization, build up bureaucratic hurdles and, pampered by success, no longer reflect on themselves. With Lean Management, conversely, this danger is minimized because it involves a constant improvement, with which there is no leaning back.

This book is intended to give you insights into Lean Management and help you understand it. Examples from other companies can help you to think about the introduction of Lean Management yourself or to first analyze how and where it can be used in your company.
	[image: ]
	 	[image: ]


[image: ]

2. History of Lean Manufacturing
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You can only understand Lean Management if you know where it comes from. The origins lie in lean manufacturing, which was mainly developed by Japanese car manufacturers. The Toyota production system, which is primarily concerned with avoiding and minimizing waste, is still being used worldwide today and has been copied by many competitors. Toyoda Sackichi developed the system back in 1902, but it was constantly improved. His son Kiichiro then formed the just-in-time idea, which was only produced according to demand. This was also necessary because there were hardly any raw materials at that time and some markets were not accessible to the Japanese because of war. The carmakers had no choice but to save resources if they wanted to boost the economy again. It was the engineer Taiichi Ohno who developed a production method based on these considerations, whose main goal was to avoid waste: “The starting concept of the Toyota production system was, as I have emphasized several times, a thorough elimination of waste.”​[1]

The ultimate goal is to increase productivity without compromising quality and delivery times. The Jidoka principle is one of the pillars that ensures quality through a process whereby errors are detected and eliminated at an early stage. This includes


●  Stop production

●  Make manuals

●  Error message 



The second pillar is just-in-time production: it is only done when it is needed, in the quantity that is needed and as required by the customer. On the one hand, this establishes the principle of customer focus but on the other it also avoids waste. Components of this pillar are:


●  Produce only for customers, not for stock (Build to Order)

●  Pull instead of Push

●  Continuous flow of materials and resources

●  Suitable and flexibly deployable employees



Avoiding waste was the main concern of car manufacturers, particularly because it directly affected value creation. For this reason, they formulated the most important types of waste:


●  Overproduction

●  Material stocks

●  Transports and routes

●  Cumbersome processing

●  Cumbersome movements

●  Waiting times

●  Rework



So Lean Manufacturing ultimately means nothing more than avoiding waste and delivering the products the customer wants. There are various techniques that we will briefly explain later because they can also be used in management. 

	[image: ]
	 	[image: ]


[image: ]

3. Lean Philosophy
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The success of lean manufacturing has extended the principle to many other areas, such as corporate management, accounting, maintenance and business processes in general. Corporate management is all about learning to look at your company from two perspectives:


●  The customer's point of view and desires

●  The company's vision and ambition to be profitable



Both perspectives have equal importance and will only lead to success if they are combined. Strict customer orientation is the most difficult task for many managers: you will have to learn to adapt your products to the customer's needs, not only in terms of quality but also in terms of price and availability. This is not so much a task in the production processes because it is a task in the setup of the company. Too often, companies are so convinced of their products that they forget what the customer wants. Incidentally, this does not contradict approaches by Apple or some start-ups that have developed products and services for which there has been no demand because they do not exist. Demand is not the same as need, rather needs create demand. Whoever creates products and services that satisfy a demand will also find a market and thus also make profits.

Dominique Keith of Dr. Kraus & Partner, in a specialist article for business-wissen.de, described very well what importance philosophy and its acceptance in management have:

The American Mike Rother, a guru of the lean scene and author of the book The Kata of the World Market Leader: Toyota's Methods of Success, describes the connection between lean tools or methods and Lean Management with an iceberg analogy. Lean tools and methods represent the visible part of the iceberg and Lean Management the larger, invisible part of the iceberg that is below the water surface. Many companies either completely disregard the invisible part of the iceberg when introducing a lean program or reschedule its processing.

They forget that the lean philosophy is all about a willingness to fundamentally rethink and, if necessary, change behaviors and thus bring about a fundamental cultural change in the company. The “less is more” often quoted in connection with “Lean” can also be interpreted as meaning that it is not so much about the tools but rather about the right attitude, in order to apply Lean Management and Lean Production permanently and successfully in companies.​[2]

When companies restructure, they like to look at the tools, a new software, a new arrangement of desks, but less at the culture and the spirit behind it. But you'll easily find that this can't work without a change in minds. For many managers, this is the biggest challenge of lean because they also have to change their way of thinking and to a large extent their way of working. In addition, Lean needs a lot of self-reflection and you have to admit that there are mistakes and room for improvement. 
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3.1 Basics of Lean Management
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In the past, the CEO was usually blamed and replaced when a company got into trouble—without knowing exactly what role he or she played. Today, in most cases, you're one step ahead, realizing that problems are in the nature of a business and the challenge is to identify them early enough and have appropriate methods available to fix them. Things like the internal suggestion scheme already existed in Germany 30 years ago, but it was often intended to be a photo shoot for the employee magazine and employee motivation, rather than to change processes sustainably. For a long time, CEOs were afraid of change, especially when business was booming. Today, it is undisputed that only those companies that are able to quickly adapt to all changes and adjust themselves can survive.


One example is the Rügenwalder Teewurst, one of the most famous sausages in Germany. The company producing it recognized early on that consumers increasingly want vegan products—not always, not all, but increasingly. So, the owner, Christian Rauffus, decided on something unprecedented: he began to produce vegan sausages in addition to those containing meat and launched a gigantic advertising campaign. His success proved him right: Rügenwalder Mühle is today one of the largest producers of vegan sausages in Germany.​[3] 



In Lean Management, you will always come across three cornerstones that form the framework: The four principles that a company must internalize, a good management team willing to accept and implement change, and a culture where mistakes are identified and corrected.
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