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Learning Objectives

� Learn what the different issues are that need to 
be taken into account when applying the lean 
approach in non-manufacturing environments.

� See which lean tools are most commonly used 
to understand and improve office processes.

� Understand what unique organizational issues 
come into play as office, service and technical 
processes are being improved.

� Get ideas on how to avoid the mistakes many 
organizations make when adopting the lean 
approach in administrative areas.
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Lean Office - Is it Necessary?

� Production employees (direct VA 
positions) typically only comprise 20% –
40% of total workforce.

� Value add (VA) work usually accounts for less 
than 10% of total payroll costs.

� Lack of information & poor information 
flow are what usually stop VA activities.

� As companies implement flow on the 
product side, a greater % of lead time is 
comprised of administrative activities.
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The Impact of Pre-Production 
Processes on Total Lead Time

Pre-Production Processes Prod.

Order Entry
Design/configuration
Documentation
Work order management
Material preparation

Fabrication
Assembly
Test
Package

Total Lead Time

Customer

 

Fabrication

PT = 3 mins.
C/O = 2.2 hrs.
Uptime = 85%
FPY: 93%

5

Test & Pack

PT = 2 mins.
FPY: 100%

4

Production 
Control

 

Supplier

 

Work 
Order & 
Schedule

 

19 days

3 mins.

12 days

42 mins.

3 days

2 mins.

34 days

10 mins.

 Total LT = 68.1 days

 Total PT = 57 mins.
 AR = 0.174%

19 days

Shipper

 

Assembly

PT = 42 mins.
C/O = 0.1 hrs.
Uptime = 60%
FPY: 98%

22

Forecast

 PO

 

Schedule

 

PO

 

PO

 

Forecast

 

Sales

PT = 20 mins.
%C&A = 90%

25

Order 
Entry

PT = 2 mins.
%C&A = 75%

5

3 days12 days

2 x 
weekly

 

  PT = Process Time 
  LT = Lead Time
  C&A = % Complete & Accurate
  AR = Activity Ratio (PT/LT x 100)
 RFPY = Rolled First Pass Yield
 

Value Stream: Product Family ABC
Current State Value Stream Map
Customer Demand: 200 units / day

 RFPY = 91.1%

 

Weekly

 

Ship

PT = 10 mins.
34 days

Our VSMs Usually Ignore the Admin Activities

Fulfillment
Loop

Production
Loop

Procurement
Loop
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Current State VSM - Order Fulfillment Loop

Customer

 

Enter Order

Order Entry 

PT = 5 mins.
%C&A = 90%

5

Pick and ship 
order

Warehouse

PT = 15 mins.
%C&A = 99%

5

2 hrs.

15 mins.

4 hrs.

5 mins.

2 hrs.

20 mins.

2 hrs.

15 mins.

10 hrs. Total LT = 20.9 hrs.

Total PT = 55 mins.
AR = 4.38%

Run Credit 
Check

Finance

PT = 20 mins.
%C&A = 99%

1

PO

 

On-time delivery = 55%

10 hrs.2 hrs.2 hrs.4 hrs.

SAP System

 

2 hrs.

Review & 
approve PO

Sales

PT = 15 mins.
%C&A = 90%

25

  PT = Process Time 
  LT = Lead Time
  C&A = % Complete & Accurate
  AR = Activity Ratio (PT/LT x 100)
 RFPY = Rolled First Pass Yield

 

Value Stream Loop: Domestic Order Fulfillment 
Current State Value Stream Map
Customer Demand: 150 orders / day

 RFPY = 55.6%

 

Excel

 

Account data

 Sales Order

 

Shipper

 

Approval

 

2 x 
weekly

 

%C&A = 70%

Order Fulfillment Segment of VSM

Customer

 

Review & enter 
order

Sales

PT = 20 mins.
%C&A = 99%

25

Pick and ship 
order

Warehouse

PT = 15 mins.
%C&A = 99%

5

4 hrs.

20 mins.

2 hrs.

15 mins.

2 hrs. Total LT = 8.58 hrs.

Total PT = 35 mins.

AR = 6.8%

PO

 

On-time Delivery >90%

2 hrs.
2 hrs.

SAP System

 

4 hrs.

  PT = Process Time 
  LT = Lead Time
  C&A = % Complete & Accurate
  AR = Activity Ratio (PT/LT x 100)
 RFPY = Rolled First Pass Yield
 

Value Stream Loop: Domestic Order Fulfillment 
Future State Value Stream Map
Customer Demand: 150 orders / day

 RFPY = 78.4%

 

Sales Order

 

Shipper

 

Daily

 

SAP access 
for sales

 

Cross train 
sales on OE

 

Streamline OE 
process

 

Rationalize 
freight carriers

 
Daily 

shipments

 

Standard 
work @ OE

 

New 
customer OE 

format

 

1

2 3

%C&A = 80%

Auto 
credit  check

 
Redefine 

credit check 
criteria

 

Order Fulfillment Future State VSM



Lean Office – Challenges and Solutions

© 2009 Mike Osterling 619-572-3632

© 2009 Mike Osterling 9

Many Companies Have Struggled 

� Have avoided non-production areas
� Have tried to apply Lean in support areas, 

but with limited success
� Why limited success?

� Are support areas really “different”?
� If they truly are different, is Lean appropriate?

© 2009 Mike Osterling

Creating Lean Value Streams

� A different set of challenges
� Cultural / organizational structure / people
� Product
� Process
� Performance / monitoring

10
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Typical Office Environment 
Culture / Org Structure / People Issues

� Silo organizational structure / silo thinking
� Lack of problem-solving skill set
� Inexperience moving quickly – fast 

decisions, fast implementation
� Staff not used to change
� High degree of personal ownership

Typical Office Environment 
Product-related Issues

� Inexperience defining product / output
� Product not visible
� Disconnected from both internal and 

external customers
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Typical Office Environment
Process-related Issues

� Lack of awareness of customer– supplier 
relationships

� Co-mingling of policy and procedure
� High degree of multi-tasking
� Belief that work shouldn’t and can’t be 

standardized

Typical Office Environment
Performance / Monitoring Issues

� Little history of process and performance 
measurement / lack of data

� Quality isn’t typically measured
� Sub-optimization due to silo-focused 

problem solving
� More difficult to see the waste
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Best Quality - Lowest Cost -
Shortest Lead Time - Best Safety - High Morale

through shortening the production flow by eliminati ng waste

Just In Time
Right part, right 

amount, right time

Jidoka
(In-station quality)   

Make problems visible

• Automatic stops
• Andon
• Person-machine 
separation
• Error-proofing
• In-station quality 
control 
• Solve root cause 
of problems (5 
Why’s)

• Takt time 
planning
• Continuous flow
• Pull systems
• Quick 
changeover
• Integrated 
logistics

People and Teamwork

• Ringi decision 
making

• Cross-trained

Waste Reduction

• Eye for waste

• Problem solving

Continuous Improvement

• Genchi 
Genbutsu

• 5 Why’s

• Selection 

• Common 
goals

Leveled Production ( heijunka )

Stable and Standardized Processes

Visual Management

Toyota Way Philosophy

Jeffrey Liker, The Toyota Way , 2004

Which of the Toyota Production System principles an d tools 
apply to office, service, analytical, and creative environments?

© 2009 Mike Osterling

Achieving the Lean Office

� Same / similar tools, they just look a little 
different

16
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Results – Office & Service 
Lean Improvements

Industry Process Before After

% 
Improvement

Construction Cost 
estimating

LT = 40 days LT = 15 days 63%

Distribution Quote to Cash LT = 19.3 days LT = 12.3 da ys 36%

Aerospace 
(manufacturing)

Purchase 
Order

LT = 21 days LT = 8 days 62%

Military Preliminary 
Ordnance 
Instruction

PT = 114 hours PT = 48 hours

Freed capacity 
= 4.5 FTEs

58%

Financial 
Services

Trade date 
determination

9 errors / month 1 error / month 89%

Healthcare Outpatient 
imaging

65% Right-First-
Time (referrals)

85% Right-
First-Time 
(referrals)

31%
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Kaizen Events Work in the 
Office Too! , But…

� Must take into account the inherent 
differences while planning, executing and 
following up

� Start early
� Planning
� Engagement (silo leadership as well as 

participants)

� Be well planned (stay “narrow and deep”)
� “Herd the cats”
� Adjust what tools are used, and how applied
� Strong followup
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Metrics-Based Process Mapping 
(MBPM)

An Effective Tool for Analyzing, Improving and 
Documenting Standard Work for Transactional, 

Service, Analytical, and Creative Processes
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Traditional Mapping Method:
Process Flow Chart

Where’s the quality?  Where’s the time?

© 2009 Mike Osterling 22

What is a Metrics-Based Process 
Map?

� A visual process analysis tool, which integrates:
� Functional orientation of traditional swim lane          

process maps
� Key Lean time and quality metrics

� Tool which highlights the disconnects / wastes / 
delays in a process

� Keeps the improvement focus properly directed

� Serves as standard work for workforce training 
and process monitoring
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Metrics-Based Process Mapping 
(MBPM)

MBPM Post-it Conventions

Step #

Activity        
(Verb / Noun)

Function that 
performs the 

task

# Staff               
(if relevant)

Barriers to flow 
(if relevant)

PT (process time)

LT (Lead time)
% Complete & 

Accurate
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Metrics-Based Process Mapping

� Team-oriented activity, involving:
� Workers who actually perform the work in question 

(and currently!)
� Suppliers and customers of the process (could be 

internal and / or external)
� 10 max

� Often the first activity in a Kaizen Event
� Steps:

� Document the current process flow (or lack of 
flow)

� Identify root cause for flow issues
� Identify countermeasures to eliminate root causes 

of flow-stoppers 
� Design a future state

© 2009 Mike Osterling 26

When Do We MBPM?

� Value Stream Driven
� VSM is the strategic tool that identifies when 

we need to perform a more detailed analysis of 
a process

� MBPM is a tactical tool used to flesh out the 
details at each step to see the “waste behind 
the waste”

� Enables a team to “drill down” from a few targeted 
blocks on the VSM
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Task-Level Metrics: Time

� Process time (PT)
� The time it takes to actually perform the work, if one is 

able to work on it uninterrupted
� Includes task-specific doing, talking, and thinking
� aka “touch time,” work time, cycle time

� Lead time (LT)
� The elapsed time from the time work is made available 

until it’s completed and passed on to the next person or 
department in the chain

� aka throughput time, turnaround time, elapsed time

© 2009 Mike Osterling 28

Lead Time

Process Time

LT = PT + Delays

Available 
to work on 

Available 
to next 
process

MBPM Lead Time vs. Process Time
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Identify Critical Path & Create the 
Timeline

© 2009 Mike Osterling 30

Key Lean Metric:  Quality

� %Complete and Accurate (%C&A)
� % time downstream customer can perform task 

without having to “CAC” the incoming work:
� Correct information or material that was supplied
� Add information that should have been supplied
� Clarify information that should or could have been 

clear

� This output metric is measured by the 
immediate downstream customer and all 
subsequent downstream customers.
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Islands of value-adding activities
All other time is “waste.”

Adding Value

Rework

First Step Last Step

Typical Current State Findings

Future State Design: How can we progress from one 
“VA” or “N” step to the next and eliminate all waste?

Getting to the Root Cause 
4 Key Tools

CauseCause --andand --Effect DiagramEffect Diagram

Machine Measurement Environment

People Material / Info Method

Budgets 
Submitted Late

Lack of experience

Time availability

No sense of import

No stnd spread sheet

Email vs. FedEx

No standard work

Input rec’d late

Forecast in other system

Manual vs. PC

System avail.

No milestones

$ vs. units

Weather delays

Dispersed sales force

Changing schedule

Machine Measurement Environment

People Material / Info Method

Budgets 
Submitted Late

Lack of experience

Time availability

No sense of import

No stnd spread sheet

Email vs. FedEx

No standard work

Input rec’d late

Forecast in other system

Manual vs. PC

System avail.

No milestones

$ vs. units

Weather delays

Dispersed sales force

Changing schedule

5 Why’s
Why?         
Why?      
Why?      
Why?      
Why?

P a r e t o Cha r t  

C r e di t  Appl i c a t i on De l a y s

2 9 0 9

6 2 7
5 6 1

2 4 2 1 8 0

2 4 9 3

4 1 %

7 7 %
8 6 %

1 0 0 %9 7 %
9 4 %

0

500

1000

1500

2000

2500

3000

3500

N o  S i g n a t u r e I n s u f f i c i e n t

B a n k  I n f o

N o  p r i o r

a d d r e s s

C u r r e n t

C u s t o me r

N o  C r e d i t

H i s t o r y

O t h e r

Re a son f or  De l a y

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Check Sheets Quantify Occurrences

|Equipment failure

|||||||||||||Changing customer 
requirements w/ no 
adjustment to expected 
delivery

||||||||||Order entry error

|||Staffing/absenteeism

|||||Quality issue requiring 
rework

|||||||Material shortage

Tally Reason

|Equipment failure

|||||||||||||Changing customer 
requirements w/ no 
adjustment to expected 
delivery

||||||||||Order entry error

|||Staffing/absenteeism

|||||Quality issue requiring 
rework

|||||||Material shortage

Tally Reason
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Tools for Improving the Office

Level I Tools

Level II Tools

PACE Prioritization Matrix

High Low
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Standardizing Knowledge / Creative 
Work

Repetitive / non-creative tasks
(candidates for standard work)

Knowledge / creative work

© 2009 Mike Osterling 36

Sustainability Plan
A Plan to Succeed

� Monitor and measure
� Identify the process owner
� Post-event support & adjustments
� Metrics

� Communicate & train
� Document the process
� Training – make-up and new employees
� Event & audit results
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Planning to Succeed – The Sustainability Plan

© 2009 Mike Osterling 38
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Typical Office Environment 
Culture / Org Structure / People Issues

Issue How to Address

Silo organizational structure / 
silo thinking.

Value stream driven improvements; 
cross functional teams.

Lack of problem-solving skill 
set.

Practice PDCA problem solving within 
Kaizen Events.

Inexperience moving quickly 
– fast decisions, fast 
implementation.

Demonstrated application of fast 
decision making & rapid 
implementation.

Staff not used to change. Use kaizen and create “can-do”
environment – show quick, positive 
results.

High degree of personal 
ownership.

Apply metrics for overall process 
performance.  Cross-functional team-
based improvements.

Issue How to Address

Inexperience defining 
product / output.

Use MBPM and VSM to focus on 
product.  Cross-functional teams to 
define value.

Product not visible. Use MBPM to visualize product flow.

Disconnected from both 
internal and external 
customers.

Kaizen teams with supplier and 
customer representation.

Learn how to analyze processes (and 
define value) from the external 
customer’s perspective .

Typical Office Environment 
Product-related Issues
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Typical Office Environment
Process-related Issues

Issue How to Address

Lack of awareness of 
customer– supplier 
relationships.

MBPM to highlight these relationships 
and performance at each step in the 
process.

Co-mingling of policy and 
procedure.

Kaizen teams to improve procedures; 
communicate up the organization 
where policies get in the way of 
delivering value.

High degree of multi-tasking. Product-family orientation and standard 
to reduce interruptions and multi-
tasking.

Belief that work shouldn’t and 
can’t be standardized.

Start with standardization of 
administrative / repetitive tasks.

Typical Office Environment
Performance / Monitoring Issues

Issue How to Address

Little history of process and 
performance measurement / 
lack of data.

Introduction of time and quality metrics; 
data-driven decisions.

Quality isn’t typically 
measured.

Introduction of %C&A and RFPY 
metrics.

Sub-optimization due to silo-
oriented problem solving.

Emphasis on improving the overall 
process, not just performance within 
specific steps.

Difficult to identify waste. Lean (VA / NVA) training; cross-
functional kaizen teams; use of MBPM.
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Wrap Up

� Successful continuous improvement in 
office environments requires:

� A strong “sales pitch” – leadership must be 
very engaged.

� Cross-functional focus to move away from 
local optimization.

� More extensive planning & preparation.
� Skilled facilitation.
� Strong and rigorous follow-up (of VSM and 

Kaizen activities).

© 2009 Mike Osterling 44

Learning Objectives

� Learn what the different issues are that need to 
be taken into account when applying the lean 
approach in non-manufacturing environments.

� See which lean tools are most commonly used 
to understand and improve office processes.

� Understand what unique organizational issues 
come into play as office, service and technical 
processes are being improved.

� Get ideas on how to avoid the mistakes many 
organizations make when adopting the lean 
approach in administrative areas.
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Office-Specific Lean Resources

� The Complete Lean Enterprise, Beau Keyte & Drew Locher, 
2004.

� 5S for the Office, Tom Fabrizio & Don Tapping, 2006.
� Flow in the Office, Carlos Venegas, 2007.
� The Lean Office Pocket Guide, MCS Media, 2005.
� Time: The Next Dimension of Quality (DVD).
� The New Business of Paradigms (DVD).
� The Kaizen Event Planner: Achieving Rapid Improvement in 

Office, Service and Technical Environments, Karen Martin & 
Mike Osterling, 2007.

� Metrics-Based Process Mapping: An Excel-Based Tool, Karen 
Martin & Mike Osterling, 2008.

Resources by Mike Osterling & Karen Martin
Available through Productivity Press

October 2007 Summer 2008
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Additional Questions

Mike Osterling, President                 
4320 Woodland Drive        
La Mesa, CA 91941               

(619) 572-3632 
mike@mosterling.com


