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ABSTRACT

This paper presents results of the survey originally carried out in organizations from developed
European countries. Purpose of this research is to compare results brought by European and Serbian
populations. A very low response rate in Serbia unfortunately did not enable making valid comparisons, but,
even so, some indicators are obvious. They are described in detail in this paper.

KEYWORDS: Lean, Implementation, Serbia

INTRODUCTION

It is reasonable that present situation has a crucial impact on the direction and way of our thinking. If
we look at the present situation in Serbia, we can conclude that it is indeed far from excellent: unemployment
rate of about 25%, average salary of about 380 €, negative industrial production growth rate of 0.5% during
the last year (according to Serbia’s Republic Statistical Office, Web-1), foreign trade deficit during the last
year was 2.1 billion € and Serbia’s external debt is 26,3 billion € (according to Ministry of Regional
Development and Local Self-Government, Web-2). In the light of recent events (Serbia became candidate for
membership in EU), it is looks likely that Serbia will become member of EU somewhere in 2020. At that
moment, barriers between Serbian economy and EU will disappear. There will be no privileged positions in
trade and tax protection of Serbian economy will not exist any more. Having in mind the current state of the
Serbian economy, it has no chance to survive competition with EU economy. What, then, should we do?

Recalling some historical data (old Romans used to say that history is life's teacher - "Historia est
magistra vitae"), reveals countries in much worse situation, e.g. Japan. After the Second World War, Japan
was a completely destroyed country, with no industry and natural resources, which is not the case with
Serbia today. One of the things that helped Japan to become what it is today is lean. Thus, for the Serbian
economy, starting a lean journey could also be a first step on a road to improvement.

During the 2008, Allied Consultants Europe (ACE) conducted Operational and lean management
survey (Web-3). The main goal of the survey was to explore “how companies applying the lean management
principles are being used to outperform their competitors”. This survey is very informative, for two reasons:
(1) it provides referent point considering lean implementation in developed European countries and (ii) it
enables us to reasonable compare between Serbian and European organizations — our direct competitors in
the future.

Survey was conducted in Serbia by e-mail, and was sent to about 6500 organizations in Serbia. The
survey was created to be filled on-line.

Unfortunately, we received only 24 responses (0.3%). On one side, this is extremely disappointing,
because it suggests that our organizations are not interested in this topic (either they have no knowledge
about current management practices and motivation to learn about new business philosophies to change old
habits or they are unaware of seriousness of the situation). On the other side, it illustrates our present
situation — due to economic crisis, lack of concern and interest are predominant in most of our organizations,
and no one thinks about how to reach future, but only how to survive today. Low response rate may put the
validity of our conclusions under question, but this is all we have at the moment. Besides, some number of
respondents in original European research (34 from Sweden and 35 from Czech Republic) are nearly the
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same (speaking of the number of respondents) and could suggest that our results might be comparable and
conclusions valid.

COMBINED SURVEY

Original survey was conducted in organizations from 8 European countries: Italy (number of
organizations participating in the survey n=69), France (n=81), Switzerland (n=192), Holland (n=64), Czech
Republic (n=35), Germany (n=118), Denmark (n=178) and Sweden (n=34). Survey had 4 parts: Process
Improvement Activities, Achieved Results, Change Management and Future Ambitions.

Questionnaire had a series of questions to be answered using 5 point Likert scale, ranging from O to 4,
where 0 was the worst obtainable result and 4 was the best. This enabled calculation of each organisation’s
score for the following categories: “Improvement activities”, “Results achieved”, “Change in results over the
last 2 years”, “Change of management culture”, “Future ambitions for improvements” and finally “Total
score for all categories”, which definitely enabled answering the ultimate goal-questions:

* What do top performing organisations do to improve more than the others?
* Is there a relationship between the use of lean management and achieved results?
* What can be learned from the Top performers?

The following text presents the results of original European survey, as well as corresponding results
from our survey.

RESULTS OF THE SURVEY
In the original study, all responses are classified according to the following performance categories:

* Top performers. All organisations with a score between 75-100% of maximum score. 5% of the
European and 29% of Serbian respondents ended up in this category.

* Good performers. All organisations with a score between 50-74% of maximum score. 45% of the
European and 42% of Serbian respondents ended up in this category.

* Poor performers. All organisations with a score between 25-49% of maximum score. 40% of the
European and 25% of Serbian respondents ended up in this category.

* Worst performers. All organisations with a score between 0-24% of maximum score. 10% of the
European and 4% of Serbian respondents ended up in this category.

At the first sight of these data, one can assume that Serbian economy is much healthier than European.
This (obviously) wrong conclusion can be explained by two different types of errors. One error type is that
respondents in Serbia did not understand questions for they are not in a possession of sufficient knowledge
about lean. Another, most likely error type, is that we received response from only the better part of the
population and therefore did not receive the representative sample. The later is quite possible due to the
authors are involvement with some of the organizations in the sample (authors are involved with 4 of 5
organizations implementing lean, while they are somewhat acquainted with business of almost all of the
other organizations that ended up in categories “Top” and “Good”). As organisation's name was not the
mandatory field in the survey, we will treat Serbian response as the response of the better part of the Serbian
organizations in the rest of the paper.

As presented by the figure 1, Serbian organizations are very far from European, regarding
implementation of the lean. Denmark has only 4% of organizations that do not use lean and have no
intentions to. In Serbia that percentage is over 60! If we accept that organizations that implement lean are
mostly “top performers” (as found by the original European survey), we can conclude that most of the
Serbian organizations are (or, if they are not, they are not aware of the situation and definitely should be)
seriously threatened by entering European Union.
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Figure 1: Percentage of organizations implementing or planning to implement lean

Figure 2 shows that top performers significantly outperformed worst performers in average. It is the
case with each of the 17 categories as well (see figure 3).

Figures 2 and 3, and corresponding data show, that even anomalies can have anomalies. Anyone who
is familiar with state of the Serbian economy sees at a first glance that presented data are indeed unrealistic.
This is most probably caused by our old problem: we have the irresistible need to present ourselves much

much better than we really are. What opinions from the observed population show is that better part of
Serbian organizations is shoulder-to-shoulder with European top performers.
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Figure 2: Maximum and average scores of the Top, Good, Poor, Worst performers and Serbian
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Figure 3: Average scores for 17 categories of the Top, Good, Poor, Worst performers and Serbian
organizations
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Figure 4 presents respondents' opinions for the level to which the work is standardized. It is a little
surprising that Serbian average is higher than the European top performers’, but we have a long tradition of
documenting and standardizing work (that was something unquestionable during period of socialism), so the
high Serbian average seems quite possible. Of course, expressed levels of work standardization and
documenting today are rather disbelieving. Finding that the equal level of standardization in Serbian
organizations is the same as lean philosophy is expecting / requiring is also distrustful.

Widely accepted system of measuring performance (in lean organizations) is well known KPI system
(Key Performance Indicators). During the past years, 8 typical areas are targeted with KPI'’s in most
organizations that are implementing lean. Those areas are: Delivery performance, Reject/complaint rate (the
external quality level), Earnings per year per employee, Inventory turnover/Lead time, Idea suggestions per
employee per year (to measure employee involvement), Implementation rate of all incoming suggestions
from staff (to measure the quality and impact of incoming ideas), Employee Absenteeism and Rate of
investments in work improvements. Figure 5 presents results for all 8 areas, in Europe and in Serbia.
Relations between previously defined groups remain almost the same as previously determined. Some
comments follow.

80
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Top Good Poor Worst Serbia
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Figure 4: Standardized work at the Top, Good, Poor, Worst performers and Serbian organizations
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Figure 5: 8 typical areas of measuring with KPI's at the Top, Good, Poor, Worst performers and
Serbian organizations

Delivery performance for Serbian organizations is higher than the average for European Top
performers. This again can be treated as a pretty disbelieving result, but if we take into account that better
part of Serbian organizations responded to this survey and that almost each of those organizations went
through ISO 9001 certification process (it is well-known that ISO 9001 requires measuring of customer
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satisfaction, satisfaction of business partners and performance of work process and product), this results may
be partly treated as realistic. Again, we can say that the survey results might not be valid for the sample's
doubtful representativeness. More valid facts treating the subject of this research should be determined by
one much wider and more comprehensive survey.

The same conclusion can be drawn for the reject/complaint rate. Successful Serbian organization
realized that unsatisfied customer cost more than one product. Thus, in many cases, organizations accept
complaints even if they don’t have to.

Earnings per year per employee is generally considered as data of high confidentiality in Serbia, so we
didn’t ask for the exact amount (or span) of those earnings - the item remained in the survey only whether
organizations are measuring that KPI. This answer would anyway not be comparable to the European
average earnings. It is worth emphasising that Top European performers “earn on average 10 times more
than Worst performers”.

Inventory turnover is also value measured in most organizations from the better part of the Serbian
organizations. However, situation with this KPI is the same as with earnings per employee, so we did not ask
for the exact value, just if it is measured or not. This means that this value is also not comparable with the
corresponding value in Europe.

The following parameters: Number of Idea suggestions per employee per year (to measure employee
involvement), Implementation rate of all incoming suggestions from staff (to measure the quality and impact
of incoming ideas), Employee Absenteeism and Rate of investments to gain improvements are the KPIs that
are not so widely accepted among Serbian organizations and maybe those questions are least understood
among surveyed organizations (that is propbably why among Serbian organizations, lean organizations had
lower values than non-lean organizations!).

A special part of the questionnaire was devoted to change management, for good change management
system prevents organization from sliding back into old habits.

There are the 12 most common problems organization face when implementing lean: (1) difficult to
change the old behaviour, (2) difficult to sustain changes, (3) difficult to integrate with current IT systems,
(4) difficult to determine the duration of operations, (5) difficult to reserve time for lean activities due to
other duties, (6) difficult to measure the effects, (7) difficult to create the sense of urgency, (8) difficult to
manage projects, (9) lack of internal knowledge/resources, (10) difficult to communicate, (11) insufficient
support by middle management, (12) insufficient support by employees and (13) insufficient support by
senior management.

One of these problems, difficult integration with current IT systems is, to some level, treated in the
study Radlovacki et al. (1) 2011 where only a weak relation is found between information systems and
measuring organisational performance in Serbia (this relation is indeed stronger in the developed capitalism).
Almost the same group of authors in the study Radlovacki et al. (2) 2011 determined that organisations
employing IT administrator(s) are applying quality management principles (8 management principles
described in ISO 9004 standard, a part of ISO 9000 family) at a higher level than others in Serbia. In this
study, some attention is also attracted by the finding that the application of work improvement methods and
techniques (indeed related to lean) is the worst estimated among observed elements. This is still not changed
as found by some newly accomplished research done by the almost same group of authors. While carrying
through the research of examining relationships between quality management and organisational
performance in transitional economies (including Serbian), it is determined that in Serbia and wider region,
leadership is one of the main dimensions of quality management that is not related with some key elements
of quality management - customer focus and quality planning (see Delic et al. 2013). It is, then, not likely to
expect it to be related with organisational performance (the existing of this relation indicates that quality
management is effective and that its function enables top performance of an organisation). Leadership is
determined to be the main driving force of quality management and improvement in the developed
capitalism (Kaynak & Hartley 2005). That of course includes organisational performance. According to the
same study, leadership is a key to success of a supply chain (this is a very important subject, but not in this
study; we, unfortunately have a long way to implement effective improvements within organisations; supply
chains are just the next step).
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Further, there is a fair correspondence between Serbian and European organizations, as shown in
figure 6. Unfortunately, these findings do not tell us which actions are to be taken by Serbian organizations
to improve the situation. They just confirm old truth that human nature is the same, no matter the place or
circumstances.
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Difficult to sustain changes 54
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Difficult to find time because of other projects = ‘ ‘ 59
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Figure 6: Change management pitfalls and differences between performance groups

It is interesting that Serbian organizations have best results at only one item: difficulties to sustain
changes. This could be caused by the fact that unions are not strong in Serbia as they are in Europe, so it is
much easier for management to use "pressure” to sustain changes (in which case they ruin possibilities for
voluntary involvement of employees in continual improvement activities).

The results of the end part of the survey are used for discussing the plans and aspirations related to
improvement in the next 2 years. They are completely in contradiction with the previous results. As reported
by figures 7 and 8, employees in Serbian organizations are feeling that they have to work really hard to
manage improvements, because, deep in their mind, they know that the situation is not as good as their
opinions show (see previous parts of the survey).

Now becomes visible another unfavourable characteristic of how Serbia generally interpret the work
process improvements. If asked about improvements, Serbia says efforts must be directed to all imaginable
improvement actions. All at once! Figure 8 shows that respondents in Europe, no matter the group they
belong, have different opinions about areas that should be covered by improvements (they even almost agree
on what should be considered as a priority). It is more likely that respondents in Europe considered in detail
every item unlike respondents from Serbia. It is obvious that Serbian respondents did not have much
experience in improving their jobs. Otherwise, their answers would have somewhat higher dispersion among
improvement activities offered in the survey. In other words, they would have known that a large number of
parallel improvement activities at the same time may disable regular business activities to be performed as
planned.
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Figure 7: Ambitions to improve current results over the next 2 years
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Figure 8: Improvement activities for focus over the next 2 years

CONCLUSION

Surveys are excellent way of making overviews of the situation in particular area. To draw out valid
conclusions, it is necessary to have significant number of responses, which is not the case with this survey.
Unfortunately, only 24 responses do not form a valid sample. So, these conclusions should be taken with
reserve.

Original survey in European countries was conducted by Allied Consultants Europe, during 2008. We
repeated that survey on the sample of Serbian organizations to compare Serbian and European organizations.

Estimates collected from Serbian organizations are much more favourable than is the situation in
Serbian economy (according to our knowledge). Thus, we concluded that only better part of Serbian
organizations responded to the survey and, even then, it seems that collected opinions are too subjective.

European survey had an intention to answer on three crucial questions and we will here present their
answers and try to provide adequate answers for Serbian organizations.

(1) What do top performing organisations do to improve more than the others?

Results from European survey suggested that top performing organisations have focused on a wide
variety of improvement activities, have a clear roadmap of their improvement programme, a clear vision and
a long-term plan. We received only 5 answers from Serbian organizations that implement lean, and we
cannot make any distinction among organizations. This answer may serve as a guideline for our
organizations what to do on a way to improve their work process.

(2) Is there a relationship between the use of lean management and achieved results? Findings are that
“there is a clear relationship between those that apply lean and achieved results”.

Serbian results are so blurred with subjectivity (and possibly by misunderstanding the lean
terminology), that it is not possible to distinguish between lean and non-lean organizations. But, here lies a
useful lesson for some future survey in Serbia: avoid subjectivity by any means!

(3) What can be learned from the Top performers? Authors of the original survey gave us the most
significant characteristics of top performers:

¢ they have a clear, long-term roadmap to improvements related to their vision,

¢ they have a vision which secures a strong platform for the improvement programme related to a
project management system,

¢ they set clear targets: what to achieve and measure, with what frequency and what indicators,

¢ they create leaders that take ownership of the programme and become role models for the
cultural change needed (the importance of developing organisational culture in transition is also
a finding of Delic et al. 2013),



LeanTech’13

¢ they focus on a few activities at a time (over a 1-2 year period),

e they become excellent at applying changes to avoid sliding back to old practice, before
progressing to the next few activities and

¢ they continuously exercise the organisation’s ability to accept change.

These characteristics can be used to determine the course of action for a Serbian organization.
According to figures 7 and 8, it is obvious that our organizations are planning significant improvements in
the next 2 years in every possible area. This indicates the lack of focus on few important elements, which is
one of the characteristics of top performers.

Also, it is possible to make some conclusions related to Serbian organizations only. There were five
respondents from lean organizations. Four of them are in private-foreign ownership and one in private-
domestic (according to our knowledge, owner of that organization worked for a long time abroad — in the
Europe). This means that our lean organizations started lean journey initiated by the knowledge coming from
abroad, not from Serbia. This is extremely serious warning for our education system. Another conclusion is
that we have to get rid of our bad habit to present us and our situation much better that we really are.
Ignoring problems will not solve them nor will they just disappear for no reason. Instead of that, we should
prepare a program for wider education about lean, Quality management and other proved improvement
frameworks, and promote the advantages of applying thereof, because there is no more time to waste.

At last, here comes the final conclusion regarding the core question of this survey: can we compete
with European organizations? The answer is yes, followed with a huge “but”. We found that only better part
of Serbian organizations responded. That means that our best / better organizations can compete with
European organizations. But, our better organizations are foreign-owned and that means that European
organizations from Serbia are competing with European organizations! What can we tell about domestic-
owned organizations? Due to the small sample and subjectivity in answering, we can’t tell. It is sure we have
our organizations to compete with European, but those organizations are just a few. Can Serbian economy
compete with European? We are afraid the present answer is “no”, unless we are ready to become serious in
accordance with the situation and start with a hard work on wide education/training programs and projects of
applying lean and other improvement frameworks in our organizations.
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ABSTRACT

This paper describes four lean transformation journeys in Swedish small and medium sized companies
(SME). All the companies have had successful lean transformation processes. Three of the four companies
has been a part of a national program, “The Production Leap” and one of the companies has mainly been
working internally with the lean transformation process. The paper shows that the point of departure is
important, meaning if the company has implemented parts of the lean concept prior to the lean
transformation process, e.g. tools like 5s. Furthermore, the context of each company is important when
designing the lean transformation process, e.g. the market situation, the maturity of the branch (suppliers and
customers), readiness for change in the own company, the support from the board in the company, etc. The
conclusions of this paper are that it is not possible to copy an optimal given journey to lean transformation
success, instead, it is necessary to develop the company and the lean transformation process depending on
companies own situation, both internally and externally. However, characteristic for all companies, are
strong focus on the lean transformation with large involvement of management and employees.

KEYWORDS: Lean, transformation, SME, case study

INTRODUCTION

During the past decades, the conditions for the manufacturing industry have changed considerably and
it has become important to manage a globalized market. This globalization has resulted in specialization and
international groups of companies. A company belonging to a large group of companies has often the
advantage to more easily develop operations and access to centralised supporting competence centres in their
development of performance. Possibilities for organisational learning between production units, different
companies in industry groups and between markets and countries are frequently exploited by those
companies (Hines et al., 2004). However, this situation is not the case for many small and medium sized
companies (SME). From studies in Sweden it has been recognised that there are large productivity potentials
in most SMEs (Almstrom et al., 2012). In their present situation, improvement it is both a question of
surviving and of expansion.

Lean as operations strategy has proved to be fruitful in order to develop companies. Many companies,
especially large ones, have developed their own lean applications, used to facilitate the implementation of a
common strategy through the whole company. SMEs have got behind, not having the possibility to evolve
and utilise new knowledge and practice. But, many SMEs being suppliers to large companies are expected to
improve their operations and implement lean as applied by their customers (Ballé and Ballé, 2009).
Moreover, SMEs experiences of lean are often limited.

In Japanese culture and lean, it is essential to focus on the process and the method (Lafayette De
Mente, 2003). It is thus important how the strategy is operationalized into operations and actions. In western
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culture, the results and effects are in focus and operations strategies are looked on as of less importance and
this have lead to difficulties in the lean transformations. Many issues are discussed as important in lean
transformation processes: the role of management, need of competence, use of external consultants, large
changes in relation to step by step changes and assessment tools are all controversy topics. Often,
management is pointed out as important for lean transformation failures. Emiliani and Stec (2005) state in
their study 11 reasons for failures, where the four in top concern management: the system, behaviours,
participation and continuity.

In Sweden a national program, the “Production Leap”, to strengthen the production capabilities and
support lean transformation of SMEs has been proceeding since 2007 (Medbo et al., 2012). This program
includes coaching of individual companies according to a formalized methodology. Based on experiences
from the program, the aim of this paper is to increase the understanding of successful lean transformation in
SMEs.

The paper is based on a multiple case study where four companies having successful lean
transformation trajectories are included. In descriptions and analysis, a framework with the meaning that the
(1) context (experiences and current situation) influence (2) the design of the transformation process and
both in turn influence the effect (result), is applied. Three of the four companies has been a part of the
“Production Leap”. Company representatives deeply involved in the lean transformation were interviewed,
i.e. managing directors, production managers or change managers. Also lean coaches and teachers from the
“Production Leap” contributed with information.

This paper is organised as follows. First, the four case company transformations are described,
followed by an analysis of each case, Thereafter the cases analysis is discussed. The paper ends with
conclusions.

CASE COMPANY DESCRIPTIONS

Company A has about 2000 employees and has a turnover of 2 billion SEK and is since 2011 part of a
multinational corporate group. The company develops, manufactures and sells products for the healthcare
sector.

The company started their lean implementation in 2005. At that time the company had increasing sales
volumes and generated a large profit but the delivery reliability was poor due to the high sales volume and a
large proportion of scrap and rework. Another problem was the functional organization resulting in lack of
clear ownership of the production flows. The knowledge about lean was poor when the implementation was
initiated. The initiative for the lean implementation was taken by the new production manager realising that
if the company should continue to grow they had to deal with the poor delivery situation. Prior to the start of
the lean implementation some key persons were sent to a ten days university course in lean.

The first step in the implementation was an education program to broaden the competence of the
employees in the daily work tasks and competence matrices were created. Since the company operates in the
healthcare sector, standardized work was already developed. A new suggestion system was early introduced
in order to involve the employees. Over 3000 improvement suggestions per year have been handed in. In
order to raise the level of knowledge of lean in the company, 60 employees including first line managers,
representing all departments, participated in a four days university course in 2006. At the end of the same
year 5S was introduced in the production. In 2006 they also started to level out the workload in order to
facilitate efficient production flows. Cross functional coordination teams were formed, each responsible for a
certain product family and the introduction of the coordination teams has resulted in a clear focus on the
production flow. Daily control meetings and lean production boards were also introduced. In the years that
followed operator maintenance, visual management and team concept has been implemented.

The company has not had any external help in their lean work. In the beginning, the lean activities was
initiated and managed by a lean team. Today the lean team is more a support team who supports the
organization with planning and expertise whereas lean initiatives originate from the top management and the
lean activities are owned and managed by the lines. The top management conducts weekly rounds in the
different team areas where the progress of the lean work is assessed.
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