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Introduction

The term “Lean production” was first identified by Jim Womack, Daniel Jones and Daniel Roos (1991),
The Machine That Changed the World. In the book, based on a five-year research, USD5 million study
of the automobile industry, Womack, Jones and Roos took an in-depth look at the Japanese
manufacturing system, exemplified by Toyota, which combined the best features of craft production
(high-quality, individualized, custom-made products) with mass production (manufacturing in large
quantities to satisfy broad consumer needs at lower prices). The book, which was one of the first to
thoroughly examine Toyota’s highly successful business system, concluded that Toyota was
dominating the automobile industry because it optimized the value delivered to customers while
minimizing the time, human effort and capital required creating this value. Lean Logistics was basically
derived from the Toyota Production System (TPS). In the early 1930’s Toyota Motors of Japan aimed
at reducing costs, coupled with continuous improvement, and finally customer satisfaction right from
its offices through the entire production line until the delivery of the vehicle to its customers. In order to
realize this vision, TaiichiOhno, conceptualized a system where all these Toyota Motor requirements
could be met. Now, TPS has set a benchmark in production for all automotive companies that produce
repetitive and high value goods (Ohno, 1988).

Logistics Background in Malaysia

Malaysia has a well-developed logistics relevant infrastructure, support and systems.
However,comparing with other developed countries like United Kingdom and USA, Malaysia still has
toimprove significantly in terms of its logistics operations.

The logistics and distribution sector in Malaysia traditionally operates at a very low cost as comparedto
other countries in the region, with comparable performance. The vehicles and handling equipmenttend
to be aged, maintained to a standard that keep them just roadworthy. The education level of thedrivers
are low, and many of them lead a ‘semi-nomadic’ living i.e. living with their vehicle and thissector also
has a reputation for pilferage and organized theft including hijacking.However, during the past five (5)
years, there has been some notable changes in this sector:-

e The emergence of increasingly professional suppliers with improved tracking and performance
monitoring capabilities;

¢ Increased policing of non-roadworthy and over-loaded vehicles;

¢ Abolishment of duty on imported goods vehicles; and

e Increased service expectations, spurred on by the arrival of demanding foreign retailers and
tighter economic environment.

‘Lean’ in Logistics Services — No Longer Just for Manufacturing

A new logic was examined by Womack & Jones (1996). A natural starting point is with value creation —
from the customer’s perspective the only reason for a firm to exist. If subjected to a careful review,
many of the steps required in the office to translate an order into a schedule and many of the steps
required in the factory physically to create the product, add little or no value for the customer.Jones,
D.T., Hines, P. & Rich, N. (1997) in their article ‘Lean Logistics’ discussed about the ‘new business
solution’ created over the past 15 years where each has contributed a new perspective, andassume
that each of them have their own business solution. These include:
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+ the Tom Peters approach which brought the customer back into prime focus and told us to
“thrive on chaos” and break up traditional management structures;

+ the TQM movement, often incorrectly labelled Japanese management, which advocated
the power of variance analysis and control and the necessary involvement of shop floor
teams in eliminating root causes of variance;

+ the production control perspective which sought to solve the chaos and variance problems
in supply chains by better forecasting and materials requirements planning (MRP)-type
planning and control systems;

+ the purchasing emphasis, which involved a transformation to partnerships with
suppliersrather than the previous adversarial style relationships; and

+ the business process re-engineering (BPR) viewpoint which stressed the importance of
the process and offered ways of automating these processes to cut costs.

‘With hindsight, all of these tended to be partial solutions focused somewhat narrowly on particular
aspects of the complex process of running a business’. Popular criticisms of such approaches are
that:

» Total quality management (TQM) raised morale on the shopfloor but could not cumulate
the gains to real bottom-line savings while buyer-supplier partnerships again often failed
to deliver;

+ MRP and MRP Il created monolithic systems that cannot respond to rapidly changing
demand or unpredictable interruptions and add cost while failing to improve process
utilization; and

+ BPR’s credibility was undermined because it was used as a crude headcount reduction
device, particularly in the USA.

The concept and acceptance of ‘lean’ concept as a set of principles is fairly rooted in the
literature(Jones et. al., 1996; Womack, 1990; Krafcik, 1988; Monden, 1983) cited in Lamming (1996).
Theprinciples behind lean production are not in themselves new which many of them can be traced
back to the work of pioneers such as (Deming 1986; Taylor, 1988; Skinner, 1969) and more recently in
the United Kingdom such as (Hill, 1993; Voss, 1994; Lamming, 1993). However, although the concept
of lean production as now understood could have modeled from this literature, it was not until the
Japanese auto industry was studied (Jones, 1996), that the total concept became clear.

The Conceptual Framework — Overview

The lean concept has established a framework for increasing quality and economic competitiveness
ofan organization. To date, this concept has primarily been limited to manufacturing operations. Many
hanges are occurring in the supply chain that is creating opportunities to apply lean concept
throughout manufacturing, distribution and logistics. As a result of several factors, the traditional
arenas of manufacturing and distribution will merge and bring new value-add processes into
distribution.

Lean is one such factor. Taylor (2002) summarized his write-up on ‘lean’ where he found that the roots
of lean were established in the Japanese automotive industry in the early 1970s by Toyota.Lean,
originally labeled ‘Just-in-Time’ was used as production strategy to reduce inventory, shortencycle
times and improve quality. Lean is also commonly described as a process to eliminate
wastewherewaste can be divided into seven (7) categories: processing, waiting, motion,
overproduction,inventory,transportation and defects.

Applications of lean concept have spread widely to construction, administration and distribution sector.
Published examples of lean in distribution sector are limited but shall grow substantially with market
demands and increased understanding of successful applications. There are current best practices in
distribution centers that fit the definition by eliminating waste of time and motion.

Kleber (2003) stated that transformed service companies will have significantly reduced lead-time and
costs, improved productivity and improved customer responsiveness. Jayaraman (1995) also came
out with the same opinion as Kleber where he described in his paper that service logistics aims at the
most efficient utilization of facilities, minimizing the cost of excess capacity, while making the service
more responsive to customers’ demand.
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A microeconomic study describes how the firm seeks to maximize profits given resources
constraint(Eckert, 1997). Logistics organizations regularly face with the dilemma of determining
appropriate level of service, the output of logistics. In an effort to set themselves apart from rivals,
firms are increasingly looking to logistics-driven customer service as their competitive weapon.

While there are some voices of discontent (Gordon, 1995; Berggren, 1992), cited in Lamming (1996)
to the adoption and ultimate effectiveness of lean production, nonetheless many case examples exist
to demonstrate how companies are changing their production methods and management practices to
become leaner and fitter. Indeed lean manufacture has been extended to encompass the whole
spectrum of activities in the business such as world-class companies are seeking to become “lean
enterprise” (Lamming, 1993; Harrison, 1992; Jones; 1994).

The desirability of transferring manufacturing logic and practices to service operations, strongly
advocated by (Levitt, 1972) cited in Lamming (1996) in two (2) classics Harvard Business Review
articles, is now commonly challenged by both service researchers and practitioners (Bowen, 1998).
Inthe early 1970s, the services sector has largely been ignored by management scholars, who were
long accustomed to basing their research and models of management on studies of manufacturing
firms. This had made sense, because the economy had, to that point, been dominated by
manufacturing. However, in the 1970s, services were on the rise, as there were frustrations over
inefficiencies, poor quality and low productivity characteristics of the sector. Unfortunately, services
management models were emerging much more slowly than the sector, itself. In this context, Levitt
argue that services would benefit from the efficiency-oriented thinking of mass manufacturing.

Levitt (1972) cited in Lamming (1996) maintained that services were primitive and inefficient relativeto
mass production manufacturing operations. This inefficiencies derived from a “long standing service
culture of servitude and ministration” (Bowen, 1998). Levitt's conclusion to his production-line
approach to service (1972) contained the summary argument for transferring manufacturing logic to
service.

“...if customer service is consciously treated as manufacturing in the field, it will get the same kind
ofdetailed attention that manufacturing gets...More important, the same kind of technological,
laboursaving, and systems approaches that now thrive in manufacturing operations will begin to get a
chance to thrive in customer service and service industries”.

Increasingly, service companies need to focus on delivering service and quality that meet or
exceedcustomers’ expectations. Customers, of course, expect no less, and inevitably, they will go
where theycan get it (Allwayet.al., 2002). Service companies that deploy the lean approach rapidly
gain controlof the key processes that deliver customer service, apply sustainable breakthrough
improvements totheir processes, and generate tangible benefits for customers and measurable cost-
benefit for the organization (Allwayet.al., 2002).

The lean framework shall illustrates what is called the dominant model in logistics (Whitley, 1984);
logistics practice affects an organization’s performance, but how is does so is mediated by
environmental factors. The foundation of this approach is that good or interesting practices maybe
identified by those which give good or interesting results. Figure 1 shows the basic model to form the
lean conceptual model:-

Practice (X) > Performance (Y)

Environment (Z)

Figure 1: Dominant Logistics Model (X causes Y, mediated by Z)
Source : New, S.J. (1995)
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Via this model, managers may choose different type of practice. Some of the practices may be the
‘best’ practices and will provide optimum level of performance for the business, but may have to be
adapted to different situations. This model shall define and measure performance; identify and
idealizing practice; deciding on what aspects the environments are important.

Best Practices

Continuous Improvement
Strate .
8y \ Organizational

Human Effort —®¥ Objectives — high quality

carvrira lavial

Suppliers Involvement

f

Management
Involvement

Source: Author

The Lean Logistics Company — The Transformation

The lean enterprise concept represents a new paradigm in the way businesses are managed in highly
competitive market environments. This concept embodies a collective set of principles, tools and
application methodologies that enable companies to remove waste from the system and achieve
dramatic competitive advantages in speed to market, cost, quality and delivery performance.

Lean enterprise uses time and the ‘relentless pursuit of waste elimination’ as competitive leverages. It
also seeks to make value flow from raw material through consumption i.e. using lease amount of
resources including time, people and material. In long-term, lean enterprise creates a culture of never-
ending improvement at all organization levels.

In the Toyota Production System (TPS), Ohno (1988), reveals that there are two (2) significant ways to
increase efficiency: (1) increase production quantity or (2) reduce the number of workers.

The characteristics of the lean company and the lean supply chain are described clearly in the book
Lean Thinking — Banish Waste and Create Wealth in Your Corporation by Womack and Jones
(2000).This book provides a vision of a world transformed from mass production to lean enterprise.
The authors highlight the huge amounts of waste that occur in most organizations and show that a
systematic attack on waste, both within companies and along the supply chains, can have
tremendousbenefits to the short run profitability and long term prospects of companies and
organizations. Lean Thinking by Womack (2001) distils the essence of the lean approach into five key
principles and shows how the concepts can be extended beyond automotive production to any
company or organization, in any sector, in any country. The five lean principles are listed down as
follows:-

1. Specify (what does and does not create value from the customer’s perspective and
not from the perspective of individual firms, functions and departments)

2. Identify (all the steps necessary to design, order and produce the product across the
whole value stream to highlight non value adding waste)

3. Make those actions that create value flow without interruption, detours, backflows,
waiting or scrap

4. Only make what is pulled by the customer.

5. Strive for perfection by continually removing successive layers of waste as they are
uncovered.
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These principles are fundamental to the elimination of waste. They are easy to remember (although
not always easy to achievel!l) and should be the guide for everyone in the organization who
becomesinvolved in the lean transformation.

For service sector, if we take the Toyota Production System’s definition of waste, many activities
carried out within a service provider such as a bank, insurance firm or retailer add no value. However,
as many of these activities are useful, they might be referred to as service value adding even if
strictlyspeaking they are reducing the (potential) cost to the customer rather than adding value. They
could,therefore, be included within the necessary non-value adding category. The reason why they
shouldnot be included as value adding activity is that this will direct attention away from their long term
improvement or development.

Conclusion

In this paper, it represents the overview on conceptual framework of lean logistics in Malaysia. It also
represents the first application of lean logistics model to the logistics service industry in Malaysia.
Logistics has, in the past, been considered a narrowly-defined functional activity concerned with tasks
such as transportation, warehousing, inventory and materials management. Changes in the logistics
capabilities and management techniques have allowed logistics to become a primary mechanism for
integrating and coordinating activities across the stages of supply chain. The competitive environment
for logistics firms has changed drastically and considering this factor, one should develop a framework
to further improve the current way of doing things i.e. through best practices and ‘perfect process’.

It is viewed that the changes in the competitive environment necessitate a rethinking of the role of
logistics. This paper has proposed a framework that will provide a conceptual basis for research to
explore this area empirically. The results of this research shall enable the development of concepts
that explains how lean logistics can provide a competitive advantage in today’s changing business
environment.
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