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BEHAVORIAL SCIENCE ASPECTS OF LEAN INVESTMENTS’ STRATEGY

INTRODUCTION

Lean Investments, LLC (LI) is a start-up that hopes to succeed where many others have failed [1].  LI is built around the belief that lean manufacturing, if implemented properly, can offer real and lasting benefits.

 Lean manufacturing refers to the use of continuous material flow systems versus batched material systems.  In general, batch systems are used for short, customized production runs, while continuous systems are used for long, standardized production runs.  The benefit of a continuous flow system is that it reduces non-value added queue time (i.e., waiting time for processing), which can be as high as 98% of the time in a batch system.  In the 1980s and 1990s, Japanese companies reported many conversion success stories.  A high profile example was the conversion to lean manufacturing (just-in-time) in a Toyota plant that resulted in a fourfold productivity gain.

George Koenigsaecker, founder and president of LI, spent two years studying the Toyota Production System.  He believes that lean manufacturing is the real thing.  His strategy is to take-over manufacturing companies that are ripe for conversion, implement lean manufacturing techniques, and reap the productivity rewards.

WHERE OTHERS HAVE GONE WRONG

As a result of the success of Japanese companies, there was a lot of US media coverage extolling the benefits of lean manufacturing in the 1990s.  It became a management fad of sorts and many American companies were jumping on the lean manufacturing bandwagon.  Unfortunately for some, similar benefits were not realized.

George K. says that many firms fail because it can take as long as five years of involvement and a significant organizational change to realize significant benefits.  And because it involves such a long significant learning curve, implementation must be led from the top.  Unfortunately, it appears that many of these companies have fallen into the smart-talk trap: the basic human propensity to let talk substitute for action [2].  

Typical of what has happened with many management fads, there was too much talking and too little doing (the knowing-doing gap).  A manufacturing process change requires a lot of “doing” and “re-doing”.  As George K. says “if you set up a [lean manufacturing] cell, you will redesign it about a half dozen times until you get it to where you really feel good about it”.  A common trap for most companies in the interest of sure results is to favor “flawless” planning over a “get your hands dirty” trial and error approach.  This results in very little action and very little learning from experience.  In addition, lean manufacturing requires a significant organizational change.  Jobs and systems need to change to support the lean manufacturing process.  As a result, a true commitment by management to deep and broad changes is required, versus the shallow, narrow approach that is commonly used by companies to cautiously evaluate potential benefits of new technologies.

LEAN INVESTMENT’S STRATEGY

LI is well aware of these problems and is in fact banking on them.  The knowing-doing gap can be closed.  The two most relevant ways are to promote leaders who know and do the work and have leaders that believe experience is the best teacher.  To achieve this, LI is taking a somewhat non-traditional approach.  LI acquires a manufacturing firm and supplants the old management with their own management team that has direct and successful experience converting to lean manufacturing.  With their experience, the new management implements deep and broad changes, changing everything from job roles to information systems.  LI’s first such acquisition, PRO Group, has shown a 40% improvement in overall productivity in six months, with additional improvements expected with further refinements.  Following this success, LI’s strategy is to have two such acquisitions and conversions a year.

POTENTIAL PITFALLS

LI in their approach has definitely taken positive strides at cognitive repairs [3].  As a result, they will experience some success.  However, LI needs to be aware of several potential pitfalls.

The first potential problem is that these new leaders being supplanted will not have an intimate knowledge of the organization’s people, products, or current processes.  Not only might the new management not be accepted as leaders but also the new management might neglect an intricate detail unique to the product or process that will cause problems.  To avoid this, LI management should arrive with an open mind and make it the first priority to learn the current companies product, processes, and culture through hands-on work.  With a solid understanding of the existing way of doing things, the new management can more quickly garner credibility and more effectively implement changes.

Another aspect important to close the knowing-doing gap is to ensure that all employees within the organization (and not just management) learn through the process of doing.  The concern here is that the new management dictates the conversion to lean manufacturing and the employees do not learn from their experience and do not embrace the new system.  To overcome this, the new management must fully involve the current employees in this change.  The new management should proactively collect input from current employees, allow them to stray off the proven path and try new ways of implementation.  And undoubtedly, the new management will learn from these trials as well.

With only one trial and success, LI must be careful of a third pitfall: misinterpretation of incomplete and unrepresentative data [4].  In this instance, is the success of one trial evidence due to a sound strategy or simply an “illusion of validity”?  This question must be critically challenged by seeking any evidence of non-confirmatory data and by seeking other potential hypotheses for the positive outcome.  One possible hypothesis is that the employees, fearful for their jobs, worked harder to impress the new management.  If this were the case, the productivity gains would surely be short-lived.  

Accordingly, George K. needs to be careful to avoid the last pitfall: commitment escalation.  He has obviously invested a lot of his time, money, and pride into LI’s strategy.  However, he must be objective and open to contradicting data.  He has to make sure he does not fall into the common traps of seeking confirmatory information, claiming too much credit for success, rationalizing any stumbling blocks, and using hindsight to critique where other businesses have failed [5].

CONCLUSION

If these pitfalls are avoided, George K. and LI should be successful in implementing lean manufacturing in American companies and realizing similar productivity gains that the Japanese companies have enjoyed.
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