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New Edition of Lean Thinking Shows Lean Companies Sailing Through Economic Turmoil as Entire Economy Embraces Lean Concepts

In the new and expanded Second Edition of their landmark book Lean Thinking (published by The Free Press, June 10, 2003), authors Jim Womack and Dan Jones revisit the companies studied in the First Edition.  They discover that the continuing application of lean thinking has permitted these firms to prosper as the economy has staggered under the triple blows of the stock market meltdown, the recession, and global chaos.

In the new Preface to the Second Edition the authors write, “Our lean exemplars – led by Toyota – have defied the fate of most firms featured in successful business books.  They have continued their methodical march from success to success and have done it the hard way by creating real and truly sustainable value for their customers, their employees, and their owners.”

Specifically:

· Toyota, the architect of lean thinking (as explained in Chapter 9), has marched steadily to the forefront of the global motor industry, capturing a 10 percent global share in 2000 and aiming for a 15 share and number one position in the global industry before 2010.  Remarkably, its steady increase in share has been accompanied by a steady increase in profits with Toyota reporting $11.3 billion in operating income in the fiscal year ended March 31, 2003.  This is the largest operating income ever reported by a car company and more than the combined operating income of General Motors, Ford, and Daimler-Chrysler.

· Wiremold (Chapter 7) was valued at $30 million in 1991 when Art Byrne and his team took over to apply lean thinking.  In July of 2002, Wiremold was sold to a multinational for $770 million, creating an extraordinary gain for Wiremold employees (who collectively held the largest block of shares), for senior managers, and for the family owners.

· Porsche (Chapter 8) combined lean methods for production operations, product development, and supply chain management with brilliant new designs to become by far the most profitable car company with a 2002 operating profit of $800 million on $4.5 billion in sales.  This is even more remarkable because Porsche is also the world’s smallest independent car company, producing less than a tenth of the units of the next smallest company.

· Lantech (Chapter 6) has launched a series of new “right-sized” packaging machines and continued to apply lean techniques to sustain sales and margins at nearly the 1999 peak in an industry with total sales 35 percent below the peak and vanishingly small margins.

· Pratt & Whitney (Chapter 9) has leveraged its increasingly lean profile to fly smoothly through severe turbulence, sustaining its return on sales and investment in an industry devastated by the collapse of air travel and the commercial aircraft market since 2001. 

Beyond these individual successes, the authors find strong evidence (reported in the new Chapter 14) that lean thinking is being embraced across the U.S. economy.  By measuring inventory “turns” – that is total annual sales divided the average amount of inventories on hand during the year – they find that the velocity of the whole economy has begun to accelerate since 1992, led by auto manufacturing where turns have increased from 16 to 23.  This contrasts with level turns during the preceding 35 years back to 1958 when the U.S. government began systematically measuring inventories.

While new information technologies may contribute to the increased velocity, the most important factor is the key lean concept of replenishing small amounts of goods frequently from upstream providers, rather than warehousing massive batches purchased on long-term sales forecasts.  As this concept spreads, the authors anticipate a further acceleration in the economy with widespread benefits in every sector.  

Because the objective of Lean Thinking is to show readers how they can achieve the success of the exemplar firms in their own businesses, the authors have expanded their original Action Plan (Chapter 11) in a new Chapter 15.  There they explain the critical concepts of value stream mapping, extended value stream mapping, and value stream management, which are essential to applying the right lean tools at the right place at the right time.

The authors decided to expand and reissue the book (first published in the fall of 1996) when sales surged in the recession of 2001.  (Lean Thinking reappeared on the Business Week business-books best-seller list in 2001, four years after its initial publication, with no marketing or publicity campaign.)  This surge was not surprising because the book describes how the exemplar firms applied lean thinking to survive the recession of 1991-92 and prosper in subsequent years.  Thus readers today are discovering that Lean Thinking is even more relevant in the current era of economic distress than when it was first published during the ebullient excesses of the New Economy.

Based in Brookline, MA., the Lean Enterprise Institute is a 501(c)(3) non-profit training, publishing, and research organization founded by James Womack, PhD, in August 1997.  It has developed simple but powerful tools for implementing a set of ideas known as lean production and lean thinking, based initially on the Toyota Production System and now extended to an entire Lean Business System.
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