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Structured Abstract: 

The purpose of this paper is to show that the ‘Lean’ (Womack and Jones 1996) movement is 

based on a flawed interpretation of innovations that originally occurred at the Japanese 

automotive manufacturer Toyota in the 1950s. By looking at the history of this movement 

and recent criticisms of high-profile lean implementations, the authors argue that the 

codification of Toyota’s innovations ran counter to the instructions of the original architect of 

the Toyota Production System, Taiichi Ohno. As a result, modern leaders following lean 

programmes in service organisations have been led to expect change to come in the form of 

improvement projects which have been packaged as a series of tools and techniques. Leaders 

are expected to know what their problems are without having thoroughly studied their 

organisations from a customer’s perspective. A false assumption has been encouraged that 

knowledge is inherent in the lean tools. Consequently, claims for lean improvements are 

therefore usually marginal (minor process improvement) and often illusory (e.g. they create 

changes in activity costs which do not reflect an increase in the total cost). Instead, by 

following Ohno’s requirement that leaders study their systems in order to gain understanding 

of current performance, service organisations are shown to have demonstrated substantial 

improvements through changing the system. For these reasons, the authors argue that lean is a 

busted flush.   
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Introduction 

The term ‘lean’ first gained widespread popularity after the success of the book ‘The 

Machine that Changed the World’ (Womack, Jones and Roos, 2007, first published 1990). In 

it, the superior performance of the Japanese car manufacturer Toyota was contrasted with that 

of the big Western automotive industries, with their continued reliance on mass production 

methods first developed in the 1920s. Womack, Jones and Roos’ book used the label ‘lean’ to 

describe what had occurred at Toyota [1]. 

The book became a bestseller, the term ‘lean’ became widely known and a movement was 

duly spawned that spread not only in manufacturing but also in service organisations. In this 

article, we argue that the seeds for the movement’s demise were sown at its genesis, when the 

Western researchers visited Japan and began codifying the innovations they saw before 

packaging them up for a home market. In doing so, they missed the big opportunity to learn 

from what occurred in the Toyota Production System. We argue that lean was simply 

overlaid onto conventional Western management ideas rather than challenging convention, as 

had happened at Toyota. If genuine innovation in organisations is to be created, then a 

fundamental change in the mind-set of managers is required.  

Here we concentrate on how lean has been applied in service organisations. We outline the 

‘core paradigm’ which governs conventional management thinking in service organisations, 

modelling conventional service management as an archetype, and we show how lean has 

been applied in this context. We then examine an alternative archetype achieved through 

replicating the original spirit of the innovation at Toyota. 

Lean is failing 

In recent years there has been growing criticism of ‘lean’, the Western attempt to reproduce 

the innovations in manufacturing practice first developed at Toyota in the 1950s. Two of the 

authors of influential books on lean, Mike Rother and Jeffrey Liker, highlighted the results of 

an Industry Week survey which found that ‘only 2 percent of companies that have a lean 

program achieved their anticipated results’ (Liker and Rother 2011). In the UK, the ongoing 

implementation of the government’s flagship lean programme (‘Pacesetter’) at Her Majesty’s 

Revenue and Customs (HMRC) continues to be condemned by academics studying the effect 

on the workers who have dubbed it ‘Lean and Mean’, arguing that ‘Lean has a detrimental 

effect on employees, their working lives, and the service that is provided to the public’ 

(Carter et al 2011). Despite senior civil servants claiming the Pacesetter programme to be a 

success, a constant stream of press articles and select committee reports to the contrary show 

both major blunders in the department and atrocious service to the public (House of 

Commons Treasury Committee 2011, The Guardian 2014). In North America, ‘lean 

healthcare’ has received a great deal of promotion but has also attracted controversy. In the 

Canadian province of Saskatchewan, where the government is paying $40-million over four 

years for a lean programme, reports claiming that lean was of ‘no benefit to healthcare’ (The 

Star Phoenix 2012) were matched by a nurses union president saying separately that lean was 

‘unfortunately proving to have little impact on direct care at the bedside and patient 
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outcomes’ (The Globe and Mail 2014). Elsewhere, a flurry of articles (Liker and Rother’s 

included) have been published which want to tell us ‘Why Lean Programs Fail’, ‘Why Lean 

doesn’t work for everyone’, or ‘Why Lean doesn’t work and what you can do about it’ 

(Rother and Liker 2011, Kaplan, Patterson et al 2014, Coppen and Gregory 2014) All of these 

articles go on to tell us how to ‘do lean better’; a clear acknowledgement that lean is failing. 

In the same vein, many self-appointed lean gurus acknowledge lean’s failure as a way of 

promoting their approach as the ‘right’ way. Examples include ‘L.A.M.E.: Lean As 

Misguidedly Executed’ (Graban 2007), ‘LINO: Lean In Name Only’ (Parry 2013) or ‘Real 

Lean’ (Emiliani 2013). Other authors argue the failure is caused by missing some essential 

element, which, of course, they propound, for example David Mann’s ‘Lean Leadership’ 

(Mann 2009) and Mike Rother’s ‘Toyota Kata’ (Rother 2009). Even one of the original 

authors of The Machine That Changed the World, Jim Womack, acknowledged and 

rationalised lean’s failure by describing the early period as the ‘Tool Age’ of Lean: 

‘The focus turned to how organizations everywhere could transform themselves from 

mass producers into lean exemplars. Given the magnitude of the task and its many 

dimensions, it’s understandable that lean tools came to the foreground – 5S, setup 

reduction, the five whys, target costing, simultaneous and concurrent engineering, 

value-stream maps, kanban, and kaizen. Indeed, I think of the period from the early 

1990s up to the present as the Tool Age of the lean movement…’ (Womack 2006) 

It is our contention that all of these authors have missed the real problem; the failure of lean 

is more fundamental. Lean’s failures stem from the original errors made by Western 

researchers when they attempted to codify the innovations of Taiichi Ohno’s Toyota 

Production System (TPS); codification meant that lean was destined to fail from its 

conception. Any attempt to ‘do lean better’ will prove to be futile. Instead, the real answer 

can be found by returning to the man responsible for the initial innovations at Toyota: Taiichi 

Ohno, and understanding what he did. 

The emergence of lean 

It is necessary to go back to explain how the Lean movement started. From the late 1970s, the 

‘Japanese miracle’ was beginning to excite interest in the West. Study tours to Japan led to 

the adoption of ‘TQM’ on the assumption that the tools associated with quality control and 

the involvement of people through suggestion schemes were the secrets of the ‘miracle’. 

Tuckman (1994) gives an account of the folly that followed. In essence, a misguided belief in 

a magical solution only served to increase centralised dysfunctional control. 

It was only in 1990 that the broader explanation of the reasons for superior performance was 

brought to widespread Western attention. In ‘The Machine that Changed the World’ 

(Womack, Jones and Roos 2007), the authors – inter alia – told the story of the TPS’ creation 

and the ‘genius’ behind it, Taiichi Ohno.  

The success of their first book led the authors to articulate ‘a better way to organise and 

manage customer relations, the supply chain, product development, and production 

operations’ in their subsequent book ‘Lean Thinking’ (Womack and Jones 1996 p9). In 
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another step along the way to codifying method, Womack and Jones set out to answer the 

question posed by many who had read their work: ‘How do we do it?’, and offered five lean 

principles as the secret to Toyota’s success:  

‘Precisely specify value by specific product, identify the value stream for each 

product, make value flow without interruptions, let the customer pull value from the 

producer, and pursue perfection.’ (Womack and Jones 1996 p10) 

The third step in the codification of method quickly followed: the articulation of the tools 

employed in the TPS. The TPS had developed new methods to manage unconventional ideas: 

for example, balancing demand, managing flow, materials being ‘pulled’ through the system. 

The associated ‘tools’: standard work, takt time, 5S, value stream mapping, kanban, poke 

yoke, etc., were documented and promulgated by many, promising that managers could 

replicate Toyota’s remarkable success by applying the TPS tools to their workplaces. The 

applicability of tools was assumed to be universal, relevant to all types of organisations. 

Ohno’s innovation 

Taiichi Ohno’s original vision for the TPS was that it would be a system designed to produce 

cars at the rate of demand. Through necessity, Ohno had helped Toyota to develop a 

contrasting approach to the mass production methods of US car firms. Ohno first hit upon a 

number of counter-intuitive truths in the 1950s, ideas that continue to challenge conventional 

management wisdom. The most notable of these was to discover that costs were associated 

with the flow of work, not in creating economies of scale: 

‘To think that mass-produced items are cheaper per unit is understandable, but wrong’ 

(Ohno 1988 p68) 

Ohno’s innovation might be termed ‘economy of flow’ (Seddon and Caulkin 2007) as 

compared to economy of scale. Commenting on this distinction, H Thomas Johnson said: 

‘It is time to raise awareness of how production systems designed along the lines of 

Toyota's system turn scale-economy thinking completely on its head, making it 

possible to build manufacturing capacity on a much smaller scale than ever before 

thought possible.’ (Johnson 2003 p7) 

Ohno’s innovation was to develop a different system; a system designed to manufacture cars 

at the rate of customer demand, something that had never been done. And he was adamant 

that the system should never be codified: 

‘Mr. Ohno … would not allow anything to be recorded about it. He claimed it was 

because improvement is never-ending – and by writing it down, the process would 

become crystallized (Ohno 1988 pxi [foreword]).’  
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Ohno never explained 

Unlike for today’s lean salesmen, training managers in the application of tools and using 

them to solve their imagined problems was anathema to Ohno. To explain why, we have to 

consider Ohno’s favourite word: ‘Understanding.’ 

 

‘I believe it [understanding] has a specific meaning - to approach an objective 

positively and comprehend its nature. Careful inspection of any production area 

reveals waste and room for improvement. No one can understand manufacturing by 

just walking through the work area and looking at it. We have to see each area’s role 

and function in the overall picture.’ (Ohno 1988 p57) 

 

Ohno insisted that by studying the whole system managers would figure out what their real 

problems were. Ohno would draw a chalk circle on the factory floor and tell his managers to 

stand there and study the system in action, on the ground. Managers would be left to study for 

weeks. His desire to drive out waste from the Toyota system was ruthless. His one-time 

student, Michikazu Tanaka said of him: 

“Ohno-san insisted that only about half of the activity in a typical workplace was 

value-added work. The rest was just spinning wheels, not making any money for the 

company. He taught us to see. I took a fresh look at the workplace, and I could see 

that he was right, that waste was happening everywhere.’ (Tanaka in Shimokawa K 

and Fujimoto T (eds) 2009 p44)   

When, towards the end of his life, Ohno was asked, ‘What is Toyota doing now?’ he 

responded: 

‘All we are doing is looking at the time line,’ he said, ‘from the moment the customer 

gives us an order to the point when we collect the cash. And we are reducing that time 

line by removing the non-value adding wastes.’(Ohno 1988 pix) 

TPS = system change 

Key to Ohno’s insight and innovation was his conceptualisation of the TPS as a system. He 

described the workings of business as systemic and similar to the human body where the 

nerves ‘cause us to salivate when we see tasty food’(Ohno 1988 p45). He wrote that he tried 

to fashion the TPS as the equivalent of a nervous system, responding to external stimuli by 

‘making judgements autonomously at the lowest possible level’. He emphasised that 

‘Management's role is leadership, developing all the people to autonomously work toward 

common ends.’ (Ohno, as quoted in Nakane and Hall 2002 p13)  He also advocated that all 

should ‘strive for a targeted ideal system’, but to remember that conditions change and that 

‘all systems are transient, so people and systems must be flexible and adaptive, not just 

“optimal.”’ (ibid) 

In Ohno’s hands, these were revolutionary breakthroughs in manufacturing that challenged 

all the existing conventional thought about managing operations. Throughout ‘The Machine 
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that Changed the World’ or Ohno’s own ‘Toyota Production System’, there are many other 

examples that document where the development of the TPS broke with conventional 

thinking, and consequently saw counter-intuitive results. As Nakane and Hall put it:  

‘Ohno's profound innovations in leadership are contrary to normal management 

instinct and at odds with most of the management conventions of the 20th century, 

whether occurring to managers naturally, or as propounded by business schools.’ 

(Nakane and Hall 2002 p11).  

Unfortunately, however, the purveyors of ‘Lean Thinking’ have missed the point that the 

principles behind the TPS required dramatic changes to the way managers think. In 

manufacturing Ohno’s TPS presented fundamental challenges to conventions like, for 

example, ‘make and sell’, instead making to order; ‘inventory as value’, instead inventory as 

cost; ‘unit costs’, instead cost is in flow. 

Conventional thinking and service organisations 

It is in the nature of conventions that beliefs about how to design and manage work, which 

are common-place, remain unquestioned. We are used to thinking of our organisations as top-

down functional hierarchies. We think it is normal for managers to decide and workers to do, 

and for managers to decide what is ‘fair’ in evaluations of the workers’ performance. We 

teach managers to manage cost, and in service organisations we equate cost with activity. In 

what Seddon calls the ‘Core Paradigm’ for transactional [2] service organisations, managers 

are conditioned to worry about three things: how much work is coming in, how many 

employees do we have and how long do employees take to do tasks? (Seddon 2008 p51). It 

follows that managers focus their primary attention on optimising the use of their human 

resource, i.e. sweating the labour. This is why service centre workers are so heavily 

monitored.  

All of this is normal, but that doesn’t make it right.  

Managing cost.  

The starting point for most service managers is cost. Cost is assumed to be a function of 

scale. Scale is delivered through specialisation and standardisation.  

Activity-based performance measures and targets 

In specialised, functionalised organisations, performance is driven by intermediate targets 

(‘pick up the phone within three rings’, ‘reply within three working days’, ‘complete 90 per 

cent of tasks within two weeks’). The de facto purpose then becomes ‘tick the box’ and ‘meet 

the target’.  

Front office/back office design  

Today the back office is an unchallenged feature of organisational life, its claim to represent 

good practice and low cost in service delivery being taken for granted. The concept fits the 

current philosophy of management.  
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Richard Chase, an American academic, wrote an article for the Harvard Business Review in 

1978 in which he argued that managers of service organisations needed to be more 

technocratic in their thinking (Chase 1978).  

Chase pointed out that in service organisations, the employees are frequently ‘interrupted’ in 

their tasks by customer visits or calls that effectively prevent them from working at full 

efficiency. To solve this perceived problem, Chase proposed that a ‘front office’ should be 

employed to gather information on what customers want which could then be sent to a ‘back 

office’ where labour could now be optimised – sweated – without tiresome interference. He 

described this as ‘de-coupling’ the service from the customer (Chase and Tansik 1983, Chase 

1996). 

These new administration factories, he postulated, should employ the concepts and language 

of manufacturing: batch scheduling, inventory control, work measurement and simplification. 

To facilitate work measurement, processes should be standardised and specialised. The 

argument was, and is, that this arrangement will lead to economies of scale and reduced 

transaction costs. 

Here’s how such a set-up operates. Front-office staff talk to the customer, as a result of which 

an electronic record is created which is passed to the back office, in practice often split into a 

number of separate functions, for each to carry out its own specialised task to meet the 

customer requirement. The back-office functions work to service-level agreements (how 

quickly they will complete tasks), standard times (adherence to the expected time it takes to 

do a task) and targets for performance (amount of activity). Managers assume that the work 

will arrive in the right places, the workers receiving it will have the right expertise and will 

do the work in the standard times, and will return it within the terms of the service-level 

agreement. That is to say, managers think that if people just did as they should according to 

this logic the organisation would deliver at optimum efficiency. 

Resource-management 

These ideas, based around managing costs, continue to form the conceptual foundations for 

the way that services are designed and managed today.  Managers think of their job as a 

resource-management problem. The core paradigm leads managers to do the following types 

of things in pursuit of improving service operations: 

 Reduce average activity time (through procedures, job aids, call coaching and targets)  

 Use I.T. to replace, support or control the service agent 

 Outsource activity to lower-cost organisations/economies 

 Increase functional specialisation (to reduce training costs) 

 Standardise work processes 

 Put work into back-office factories 

 

All of the above managerial tactics are essentially concerned with managing cost. To manage 

customer service, managers focus on service levels, how long it takes to pick up the 

telephone or respond to a letter; how many things are done in three, five or however many 
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days. Workers’ activity is managed in line with anticipated ‘standard’ times and their work is 

inspected for the purpose of quality control. These features are now common-place, 

representing a factory view of service work. Managers assume that people need to be 

commanded and controlled (Seddon 2003). Scripts, procedures, targets, standards, inspection 

and compliance govern the way these organisations work.  

We represent this factory view of service work as an archetype:  

 

Figure 1: The industrial archetype for factory service management 

The archetype is a high-level representation. In practice, service organisations are much more 

complex but the complexities, nevertheless, follow this quintessential logic.  Managers 

schedule resources according to the volumes of work coming into the system. Usually, the 

first step in the flow is to ‘sort’ the work by, for example, using interactive voice response 

[IVR] systems in telephony (‘press 1 for x, 2 for y’) and with incoming mail the work is 

typically scanned and sorted into pre-determined electronic work queues, often breaking one 

customer demand into a variety of sub-tasks, allocating each to its own queue. When work is 

done it is managed by ‘standard times’, the assumed time it takes to complete each task and 

resources are devoted to inspection to control the output to the customer. Often a customer 

demand into such a system is fragmented into many sub-tasks and consequently the flow of 

work crosses functional, organisational and geographic boundaries. Following Chase, 

efficiency is assumed to be associated with the costs of activities. 

Change by project 

An additional aspect of conventional management is the belief that change has to be managed 

through projects. Project management assumes that changes start with a structured plan 

which will consist of clear ideas of the predicted future state, within which there will be set 

roles and responsibilities and milestones for progress from the outset. Reports of progress 

against plans are reported up the hierarchy. 

Then along came lean 

Arriving as it did into organisations where managers were obsessed with the above 

conventions, at the heart of which is managing cost, lean offered a new solution. Further, as 
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we travel into the detail of lean implementation, we find the same logic as in conventional 

management thinking: 

Standardising processes is said to be the prerequisite to improvement: 

‘The work process itself, along with the management process, must be absolutely 

standardized by managers, and by manufacturing and industrial engineers as well, 

before a work team can have any hope of improving it. Standardization in this context 

means creating a precise and commonly understood way to conduct every essential 

step in every process.’ (Womack, Jones and Roos 2007 p290) 

Assumptions are made that leaders have a good understanding of what their problems are: 

‘This book is intended to help answer the question “What is Lean?”. One assumption 

is that hospital readers know what their problems are and are looking for new ideas 

and approaches.’ (Graban 2011 p xix) 

Variation in agent performance is viewed as a source of improvement: 

‘Here is the good news: To help their call centers improve, managers need to solve 

just one problem – between-agent variation... Fixing that problem can take a call 

center to a new standard of excellence...’ Dennis Adsit of Rath & Strong Management 

Consultants (Adsit 2011.) 

Lean tools are expected to have general applicability: 

‘Much of the variation found in an office and service environment is "self created." 

Lean concepts such as standard work, batch reduction, and leveling are just a few that 

directly address much of the variation that is encountered.’ (Lochner D 2011) 

‘Takt time is a concept that is used to design work and it measures the pace of 

customer demand. It is the "available time for production" divided by the "customer 

demand." The resulting number tells how fast each process step must operate to 

obtain one-piece flow’ (Chew Jian Chieh 2010) 

It is believed that improvement can be achieved with projects focussed on processes: 

‘The kaizen workshop is one key tool for change in any service organization ... The 

workshops are typically one-week events where participants analyze the current 

process, develop a lean vision for the process, and, most importantly, begin 

implementation.’ (Liker 2004 p276)  

None of the above offers a challenge to conventions. Despite its espoused radicalism, the lean 

movement does not challenge any of the assumptions held by managers living in the ‘core 

paradigm’; instead it reinforces conventional thinking.  

Studying service organisations 
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To return to transactional service organisations, when we set out to comprehend them as 

systems we learn that the present style of management has fundamental flaws. Following 

Ohno, the object is to engender ‘understanding’ by insisting that participants in the change 

become involved in getting knowledge of the ‘what and why’ of current performance. It is 

critical that the change is aimed at discovering and solving the actual problems in an 

organisation, not the problems leaders think they have. From this position of knowledge 

about the ‘what and why’ of their organisation’s performance, it is then possible for leaders to 

redesign a system in an emergent fashion which allows for iterative learning.  

Before we describe what is typically learned from studying service organisations it should be 

recognised that it is relatively normal for customers of service organisations to be unhappy. 

As we shall demonstrate, the causes of unhappiness are common across service organisations, 

as is revealed by studying. What leaders rarely anticipate is that poor service is associated 

with high and unnecessary costs. 

Studying Demand 

In transactional service organisations it is imperative to study demand – the demands 

customers place on the system. At the highest level, there are two types of customer of 

customer demand: ‘value’ demand – the reason the service exists from the customers’ point 

of view – and ‘failure’ demand (‘demand caused by a failure to do something or do 

something right for the customer’ Seddon 2003 p26). Value demands are the ones companies 

want customers to place on the system; and can sometimes reveal opportunities to create new 

services for customers. Failure demands occur when service organisations do not do 

something that the customer has needed or expected, meaning that customers call back, turn 

up again, or otherwise create more demand and hence more work. These, and failures to do 

something right from the customers’ point of view - not solving a problem, sending out a 

form that a customer has difficulties with and so on - represent a significant opportunity to 

improve service delivery and reduce costs.  

It is the first clue in what leaders think of as a puzzle: that poor service is generating higher 

costs. It is a puzzle because conventional management thinking is that better service means 

greater costs (more resources). Secondly, leaders realise that treating all demand as ‘work to 

be done’ (as they have been by working to the core paradigm) is a folly; it is to fail to see a 

powerful lever for economic improvement. 

In financial services, for example, failure demand can account for anything from 20 to 60 per 

cent of all customer demand. In police forces, telecommunications and local authorities it is 

often higher (Seddon 2003, 2008).  

Understanding the causes of failure demand 

Failure demand is an easy concept to understand and, if viewed with a conventional mind-set, 

misunderstand. Clearly it represents unnecessary cost and this can cause leaders to allocate 

blame to departments and set targets for its reduction. But failure demand is systemic. 
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Studying the flow of work reveals that the primary causes of failure demand are associated 

with the design of the system. Focusing on service-agent activity constrains the agents’ 

ability to serve customers; separating front from back offices leads to two different views of 

the customer – in back offices ‘rules’ govern what is done; specialisation of work leads to 

increased handovers, re-work and errors; standardisation of work results in a failure to absorb 

the variety of customer demand (Seddon 2003, Seddon 2014). All of this becomes evident 

when leaders follow pieces of work through the system; their assumptions referred to earlier 

– that the work will arrive in the right places, the workers receiving it will have the right 

expertise, will do the work in the standard times and will return it within the terms of the 

service-level agreement – are shown to be false. 

These systemic features result in service organisations that deliver services according to the 

strictures of the provider rather than meeting the variety of needs of the customers. For some 

customers the service is over-specified (they get more than they need), for others 

underspecified (it fails to meet their need), and for others irrelevant (it has nothing to do with 

their need).  

When leaders study these phenomena they cannot fail to see that it is their assumptions about 

management that have to be questioned. The realisation that failure demand is systemic is 

compounded by the terrible realisation that it has been treated as no more than ‘work to be 

done’ – adherence to the core paradigm failing to discriminate between failure and value 

demand. Further, leaders see the folly of focussing on the costs of transactions; just as Ohno 

discovered in manufacturing, the true costs are associated with flow – in this case the total 

number of transactions it takes for a customer to receive a service.  

In summary, by studying their system leaders see important and counterintuitive phenomena 

for the first time: failure demand, its causes, and the way conventional measures have kept 

the phenomena hidden. It is the same lesson as Ohno discovered in manufacturing: managing 

cost causes costs. 

In the public sector the problem is more extreme. The interventions in HMRC create failure 

demand not only back in to HMRC [3] but also to many organisations ‘down-stream’ that are 

consuming resources dealing with the failure of the primary service(s) to work: local 

authorities, housing associations, advice centres, voluntary agencies, legal services and the 

courts are filled with demand created by the failure of HMRC (and the Department for Work 

and Pensions) to provide the primary service effectively (Advice UK 2008, Advice UK 2009 

and Advice NI 2011).  

What is lean’s contribution? 

To return to the common features found in lean interventions, Womack et al’s exhortation to 

start by standardising processes will only serve to decrease the system’s ability to absorb 

variety. Studying reveals that the major sources of variation in service agent performance are 

due to the system, not agents (www.vanguard-method.net, Pyke 2008). Tools such as 

standard work, batch reduction, and levelling have no purpose in a service system (indeed the 

notion of levelling demand is ludicrous). Equally the use of takt time will only serve to 

http://www.vanguard-method.net/
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constrain service agents in meeting customer needs. Focussing improvement activity on 

processes is to fail to see the far greater opportunity available by focussing on the system. 

The lean tools were designed to solve problems in manufacturing systems. Tools are 

solutions to problems. Just as Ohno insisted, first we need to understand what our problems 

are; and as we have outlined above, in service organisations our problems are quite different 

from those leaders think they have. 

Designing services that work  

Following Ohno, the better way to design and manage service organisations is to understand 

and manage the organisation as a system. The systems archetype below describes a design for 

managing transactional services in such a way as to see and remove sub-optimisation 

continuously (a feature that it shares with Ohno’s TPS). 

 

Figure 2: The systems archetype for transactional service systems (Seddon, O’Donovan and 

Zokaei 2011) 

In the authors’ experience all transactional service organisations have largely predictable 

demand. By understanding demand from the customers’ point of view, the leaders’ attention 

is drawn to the advantage of designing the organisation to absorb this variety. While Ohno’s 

purpose was to build cars at the rate and variety of demand, a transactional service system’s 

purpose is, we argue, to absorb the variety of customer demand. Understanding the problem 

leads to tools (or methods) with which to solve it [4]. 

Through understanding the demands from customers, it is possible to train workers against 

the high frequency, predictable value demands (things we know we are going to get a lot of) 

that are hitting the system. The consequences are shortened training times (for example from 

eight weeks to two weeks in financial services) and more productive employment of the 

worker. When the worker receives a customer demand for which he or she is not trained, the 

© Vanguard Consulting Ltd

Train against HFPVD*

‘Pull’ support

Understand demand

by ‘type and frequency’
Work as single

piece flow; ‘close’

Measure actual

time

Measure actual

performance in

customer terms

Or put ‘clean’

into flow

(prevention)

(knowledge)Key measures: Capacity and capability

* HFPVD = High Frequency Predictable Value Demand



An exploration into the failure of ‘lean’ Seddon and O’Donovan  June 2015 

www.vanguard-method.net    13  

required expertise is ‘pulled’ as needed. In this way worker training is directly related to the 

requirements of the work. The worker aims to achieve single piece flow (to deal with each 

demand as it enters the system right through to resolution for the customer, before beginning 

with another demand) or, if the work has to be handed on to a flow, then the worker is 

focussed on passing it ‘clean’: it must be in such a state that the next person has everything 

they need to take the next step. Workers have measures which relate to the customer’s 

purpose in their hands (one-stop capability, measures of end-to-end flow) and hence, like 

Ohno’s workers, have the latitude to experiment with and improve the work design.  

Training workers against demand and ensuring they are responsible for what they do is 

preventative (the better alternative to inspection). All arbitrary measures (standard times, 

cost, targets and standards) are removed from the system and instead real measures are used 

to help leaders and workers alike understand and improve the work. It is better to know the 

actual time it takes to complete transactions as ‘one-stop’; this improves resource planning. 

Similarly it is better to know the true experience of the customer for any work that goes 

through a flow (end-to-end time or on-time-as-required) in order to improve the flow and, 

consequently, reduce costs. There are many examples of these principles in use, with 

published examples including ODPM (2005), Jackson, Johnston and Seddon (2007), 

McQuade (2008), Zokaei, Elias et al (2010), Zokaei, Seddon and O’Donovan (eds) (2010), 

Middleton (ed)  (2010), Pell (ed)  (2012), Gibson and O’Donovan (2014), Wilson (2014), 

Dunnion and O’Donovan (2014). These and other case examples showed not only profound 

improvement in performance but also a transformation in morale (Jaaron and Backhouse 

2009, 2012). 

At its heart, this new archetype is concerned with designing against demand, managing value 

rather than cost. And this is the heart of the paradox: when we manage costs, costs go up; 

when we learn to manage value, costs fall. It is a counter-intuitive truth. This and other 

counter-intuitive truths were learned by the leaders through studying their systems; it is a 

normative change (O’Donovan 2014). 

Conclusion 

Since its conception, lean has been destined to fail as a movement. The lean protagonists did 

three things Ohno counselled against: they gave it a name, they codified method and they set 

out to explain. The movement has been successful in terms of revenue to the movement 

because its means of intervention fitted with management’s belief that change can be 

achieved with tools and projects. As Rother has observed [personal correspondence] the 

market wants to buy lean to cut costs (something Ohno rejected in favour of the purpose 

being to grow); in Rother’s view there is no market for changing the system. It has taken time 

for the folly of lean to emerge because point interventions in process improvement appear to 

represent improvement but such improvements often amount to little and frequently don’t fall 

through to the bottom line. 

Lean did not start from the assumption that leaders don’t know what their real problems are; 

indeed many authors assert that leaders do know what their problems are, lean did not treat 
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change as emergent and based in knowledge and it failed to surface any counterintuitive 

truths. For these reasons lean has failed – over more than twenty years of promulgation – to 

create an exemplar that mirrors Ohno’s profound innovation. 

Rather, lean has been an impediment to what remains a major opportunity to re-think the 

purposes and practices of management, as Ohno exemplified in the TPS. 

It is, therefore, time to read the last rites to the lean movement.  

 

Endnotes 

1 The first published use of the term ‘lean production’ was by John Krafcik (1988) a 

researcher with Womack, Jones and Roos on the International Motor Vehicle Program 

(IMVP) at Massachusetts Institute of Technology (MiT). However, it was Womack, Jones 

and Roos’ book which brought the term ‘lean’ into widespread use.   

2 For example: financial services, telecommunications, IT services, police, local authority, 

government agencies and housing services.  

3 Yet the extent remains unknown in HMRC. In presentations of their lean tools initiative, 

HMRC personnel demonstrate no knowledge of failure demand on their system. 

4 Methodological principles for studying and acting on failure demand are summarised in: 

“Failure demand – from the horse’s mouth” (Seddon, 2009) 
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