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Abstract

Purpose – The extant literature on lean service reveals a noticeable lack of theoretical models
establishing the core constructs of lean service, their interrelation and impact on organizational
performance. The purpose of this paper is to address this gap by proposing a theoretical model in
which lean constructs are identified and operationalized to establish their interrelation and impact
on organizational performance.
Design/methodology/approach – This paper synthesizes information drawing on a systematic
review of the literature on lean service, other relevant academic literature to develop a theoretical
model and a set of propositions. Drawing on the universal theory, socio-technical systems theory and
contingency theory (CT), the paper highlights and clarifies the potential impact of lean service on
operational and financial performance.
Findings – This study identifies a comprehensive set of lean technical practices, lean supportive
practices, inhibitors and expected outcome of lean service. Expected relationships among those
constructs are established by developing a conceptual framework with several propositions based on
the relevant literature and the socio-technical system theory, the universal perspective and the CT,
when relevant. Moreover, six influential contextual variables on the lean-performance relation are
identified based on a review of the management accounting literature, organizational strategy literature
and diversification literature to overcome limitations of previous studies.
Originality/value – This paper covers a gap in the literature by identifying and operationalizing
lean service constructs and offering a theoretical model with several propositions that establish
relationships between lean constructs and overcome limitations in previous studies by identifying six
contextual variables that are important factors in the lean-performance associations.

Keywords Inhibitors, Financial performance, Contextual variables, Operational performance,
Lean supportive practices, Lean technical practices

Paper type Conceptual paper

1. Introduction
Globalization and increasing competition have forced companies in different sectors to
reconsider their operations and strategies (Karmarkar, 2004). However, the manufacturing
sector was exposed to these challenges before other sectors (van Biema and Greenwald,
1997). Manufacturing companies reacted to such severe challenges by seeking new
methods of production and management, such as lean system, that are believed to
eliminate waste and improve the effectiveness and efficiency of their operations while
simultaneously focussing on customers’ needs (Abdi et al., 2006). Allway and Corbett
(2002, p. 45) defined lean system as “an approach focusing on eliminating non-value-
added activities from processes by applying a robust set of performance change tools, and
emphasize excellence in operations to deliver superior customer services.” The expected
benefits from lean system have led to an increasing level of popularity in practice and
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academic literature (Atkinson, 2004). Maskell and Kennedy (2007) report that around
50 percent of American manufacturing companies strive to achieve some levels of lean
system in their plants. In addition, Taylor and Taylor (2009) find that lean methods of
production and service delivery are one of the eight topics that have the most recent focus
in operations management research.

Service providers, in contrast, were to some extent immune against the effect
of globalization and competition (van Biema and Greenwald, 1997). In addition, the
unique characteristics of service processes (i.e. intangibility, heterogeneity,
perishability, simultaneity, labor intensive and the presence of customers during the
production process of most services) highlighted by several researchers (e.g. Nie and
Kellogg, 1999; Bowen and Youngdahl, 1998) have delayed the spread of and even
questioned the applicability of lean practices to various service industries (Nie and
Kellogg, 1999). However, the recent rising level of competition facing service companies
(Karmarkar, 2004), and the argument that lean system is designed to focus on processes
rather than products along with the fact that all companies, manufacturing and
non-manufacturing, are a compilation of processes that are used to provide customers
with their needs of products and/or services (Allway and Corbett, 2002), have led several
researchers to stress the need and applicability of lean practices to services (Kosuge et al.,
2010; Endsley et al., 2006; Jones et al., 1999).

Despite the rising level of interest in lean service among academics and service
companies (Kosuge et al., 2010; Abdi et al., 2006; Endsley et al., 2006), recent literature
reviews by Holm and Ahlstrom (2010b) and Su�arez-Barraza et al. (2012) uncover a
noticeable lack of adopting the survey methodology to explore different aspects of
lean service. This is accompanied by the lack of suitable theoretical frameworks to
establish the concept of lean service and probe its impact on performance. The critical
importance of the change needed to adopt lean service (Scherrer-Rathje et al., 2009;
Atkinson, 2004) and the escalating importance of service firms to most developed
economies (Chase and Apte, 2007; Ellram et al., 2004) further signify this need.
This unproven association between lean service and performance may hinder the
development and spread of lean service across industries (Staats et al., 2011; Woehrle
and Abou-Shady, 2010; Fullerton and Wempe, 2009). Consequently, there is a serious
need for theoretical models that pave the way for rigorous deductive research examining
the various aspects of lean service and in particular, its impact on performance.

This paper aims to address this gap by synthesizing information obtained through
a systematic literature review of lean service with information from lean manufacturing
and other relevant academic service literature (i.e. management accounting literature,
organizational strategy literature and diversification literature) to develop a theoretical
model that highlights and clarifies the potential effect of lean service on operational and
financial performance. More specifically, in this paper, lean service is viewed as a socio-
technical system consisted of two constructs, namely lean technical practices (LTPs) and
lean supportive practices (LSPs). The model will operationalize lean constructs, underline
interrelations among them, highlight their roles in improving performance, and identify
contextual variables that may confound the lean-performance association if not taken
into consideration in any respective survey study. Our model and related propositions are
backed up by three different theories, namely the universalistic theory, the socio-technical
systems theory and the contingency theory (CT). The universal theory (UT) simply
implies a direct relationship between a dependent (e.g. performance) and independent
variables (e.g. LTPs and LSPs) and helps formulate propositions concerning the main
effect of our independent variables on performance. The socio-technical theory (STS)

751

The lean-
performance
relationship
in services



implies that a better performance can be achieved by a simultaneous emphasis on both
the technical (LTPs) and social (LSPs) subsystems. The CT assumes that the impact of a
predictor variable on an outcome variable varies based on the level of a third variable
called a moderator variable.

Section 2 points to the current status of lean service literature. In Section 3, we
develop our conceptual framework and generate several propositions regarding the
lean-performance association. Section 4 is devoted for the identification of contextual
variables vital to be accounted for. Finally, research implications and conclusion are
presented in Sections 5 and 6, respectively.

2. Lean system and service industries
Lean service is a recent concept compared to the widely known lean manufacturing.
Womack and Jones (1996) formally introduced the term lean thinking that expanded
lean manufacturing to include non-manufacturing processes indicating applicability
of lean system to other processes than manufacturing. However, the term lean service
was introduced explicitly in the academic literature in a pioneering article written by
Bowen and Youngdahl (1998) two years after the term lean thinking was reported
(Su�arez-Barraza et al., 2012). The literature discussing lean service although dominant
by conceptual and case studies (Holm and Ahlstrom, 2010b), it covers a wide range of
service industries and rapidly develops over time. Figure 1 presents the classification
of 214 articles identified in our systematic literature review based on industry type.
As shown in the figure, healthcare and office operations were the most popular
application areas for lean practices in service sector. The trend of publications on lean
service since 1993 is illustrated in Figure 2. The figure reveals an increasing interest
in lean service among the academic community with around 30 publications in each
of 2011 and 2012.

The conceptual studies in this literature emphasize the applicability of lean
practices to service operations and potential outcome expected from it (e.g. Allway and
Corbett, 2002; Bowen and Youngdahl, 1998). The case-study part of this literature,
however, focusses on reporting how specific and a limited number of lean practices
have been successful in improving some performance indicators of various service
firms (e.g. Staats et al., 2011; Staats and Upton, 2011; Swank, 2003; Arbos, 2002).
This body of literature although collectively indicates applicability of lean practices to
a wide range of service industries with promising results, it first does not provide us
with as a comprehensive list of lean practices as possible. Such list is needed so that
practitioners and researchers are aware of what practices are available for them to
implement and study. Second, it does not, to a large extent, differentiate between LTPs
and LSPs despite their importance as will be shown later in this paper.

The only-found survey study that touched the lean-performance relationship
in services was conducted by Alsmadi et al. (2012). Using a sample of 278 UK
manufacturing and service firms, the authors reveal that the ten lean practices studied
are employed similarly by service and manufacturing firms except for three, namely
supplier feedback, set up time reduction and total productive maintenance. These
practices are implemented more in the manufacturing context while employee
and customer involvement are found to be implemented more in the service firms.
Moreover, lean practices individually and collectively are found to have a significant
association with the performance of manufacturing firms. For service firms, lean
practices as a whole are significantly correlated with performance while individually
only three (i.e. supplier development, set up time reduction and total productive
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maintenance) out of ten practices do not have a significant relationship with performance.
This study, however, uses a limited number of lean practices where employing a larger
set of practices will provide a clearer picture on the lean-performance relationship.
In addition, the authors ignore the effect of LSPs, inhibitors hindering LTPs and other
contextual variables that usually play an important role in performance studies.

3. Conceptual framework and propositions development
3.1 Methodology
Given the focus of this research on lean system in services, it is important to establish
the definition of services. We consider service firms as any organization which is
not involved in manufacturing, agriculture, mining and construction industries.
Keeping in mind this definition, a systematic search for lean service publications
begins by surveying publications in five well-known databases using key words
including “lean,” “process improvement,” “system thinking” and “more with less.”
Those databases include: Business Source Premier, ABI/INFORM Research, Emerald,
Science Direct and Scopus. All articles reporting any of the aforementioned key words
in the title, abstract or key words are collected for further examinations. The title
and abstract of each article are examined to distinguish between articles on lean
manufacturing and lean services. After identifying publications on lean services,
references listed at the end of each article are traced to collect all possible relevant
articles. Through this process, 221 articles have been found (up to the end of May 2013)
and used to extract required information (i.e. lean practices, inhibitors and outcome) for
constructing the model.

The identification of lean practices is not a trivial task given the confusion
surrounding the concept (Lewis, 2000). For instance, the human-based practices are
emphasized and argued to be crucial for any improvement system where lean is not an
exception (Höök and Stehn, 2008). Based on that, some authors include explicitly or
implicitly the human-based practices such as education/training, employees’ involvement
and empowerment, multi-skilled/multi-function employees and teamwork in the lean
toolbox (e.g. Staats et al., 2011; Holden, 2010; Kuriger et al., 2010; Poksinska, 2010;
Manos et al., 2006). Shah and Ward (2003) involve HRM practices in the lean toolbox
to conclude that lean system comprises four bundles namely, JIT, TQM, TPM and
HRM practices, each of which has its own items. In contrast, other researchers adopt a
different perspective believing that HRM practices are important to a successful lean
implementation and consequently they are a prerequisite for lean system (e.g. Suarez-
Barraza and Ramis-Pujol, 2010; Ehrlich, 2006; Comm and Mathaisel, 2005a). Pettersen
(2009) reports that the findings of his study contradict those of Shah and Ward (2003).
He finds that HRM is not a basic characteristic of lean although it is important to
present. Pont et al. (2008) consider HRM practices as one of the lean bundles and
report the importance of their implementation first in the lean journey. That, however,
implicitly supports the need to differentiate between HRM and other lean bundles.
Fullerton and Wempe (2009) separate employees’ involvement from other lean tools
namely, cellular manufacturing and quality improvement. Finally, studying the impact
of JIT practices on plants performance, Sakakibara et al. (1997) and Ahmad et al. (2003)
perceive similar practices as supportive and infrastructure practices necessary for
an effective JIT system. Consequently, in this study, we follow Shah and Ward (2007) in
viewing lean service as a socio-technical system that has two distinctive sets of
practices. HRM practices, however, discussed above and other practices identified
in the literature will represent the social side (LSPs in this paper) of the system.

754

IJOPM
34,6



This differentiation is highly important given that some companies may not adopt
all practices (technical and social). Therefore, if the aforementioned activities are
combined with LTPs in one comprehensive group, they may not be considered for
implementation leading to a less successful overall outcome and consequently distorting
the reputation of lean service.

Changing the facility layout (CFL) is another controversial point. For instance, some
researchers view CFL as a requirement for moving away from a department-based
organization to a process-based organization (Yasin et al., 2003) which is needed for
the group technology concept. In contrast, others consider CFL to be one of the lean
techniques that could be employed to attack one or more of waste elements (Holden,
2010; Holm and Ahlstrom, 2010a; Poksinska, 2010; Manos et al., 2006; Tonya, 2004;
Allway and Corbett, 2002). Theoretically and regardless of leading to a complete
process-based layout, the layout of an organization can be modified so that any
unnecessary movements of employees and/or inefficient use of space can be eliminated
(Hameri, 2010). Therefore, CFL will be included in the LTPs that an organization can
use to eliminate waste.

3.2 The findings
3.2.1 LTPs, LSPs and benefits. Given the argument presented above, our systematic
literature review determines 37 LTPs (reported in Table I) and 17 LSPs (reported in
Table II) that, we argue, have several roles in the case of lean service. Practices reported
in Table I collectively represent the first construct in our model that is LTPs. Similarly,
practices reported in Table II represent LSPs construct. Similar approach is used,
however, for all other constructs (inhibitors and outcome) so that the effect of a
construct is used in our generated propositions. To clarify the terms used in Table I,
definitions for the LTPs have been provided in Appendix 1. Furthermore, given that
lean concept revolves around identifying and eliminating non-value adding activities
(waste) from operations, the definition of each LTP was used to classify the 37 LTPs
based on their role in the waste identification and elimination process. The seven types
of waste (i.e. overproduction, over-processing, motion, transportation, inventory,
waiting and defects) introduced by Ohno (1988) which are adapted to service processes
by several researchers (e.g. Malladi et al., 2010; Taubitz, 2010) were used as criteria for
classification. To start the classification process using the definition of each practice,
an answer was sought to the following question: does the implementation of a specific
practice directly identify any type of waste, eliminate any type of waste, lead to
both identification and elimination of waste or none of the aforementioned? Employing
this methodology, three groups emerged as shown in Appendix 2, namely waste
identification practices, waste elimination practices and complementary practices.

The waste identification practices identify and expose problems and waste in a
process but they cannot eliminate them. Value stream mapping (VSM) has been used to
understand the as-is process and bring to light inherent waste in the process but it is
not capable of eliminating such waste where that is mainly the role of practices in the
second group. The second set of practices, waste elimination practices, directly attack
highlighted waste to eradicate it or at least reduce it. For instance, if unnecessary
movements by some employees were highlighted through VSM, the CFL practice can
be effectively used to eliminate this type of waste. As demonstrated in the table, some
practices can perform the two aforementioned tasks simultaneously. Among the four
practices of this type, Tatikonda (2007) explained how using quality function
deployment can identify and eliminate waste by linking students’ needs to the design
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of teaching course. Similarly, Staats et al. (2011) reported on how a software service
provider could utilize visualization to spotlight any increase in the work in process
inventory (waste) while eliminating waiting and movement waste resulting from
poor communication between team members. Finally, the third group of LTPs (called
complementary practices) consists of practices that directly neither identify nor eliminate
waste, but yet they still contribute to that process. A3 report, as an example, does nothing
except addressing a specific pre-defined problem or one type of waste systematically.
This will be achieved by containing sufficient information on the nature of the problem
and what and how practices can be used to eliminate it (Doman, 2011). That, however,
ensures that any attempt to solve a problem or eliminate any sort of waste will achieve
its aim. In addition, applying the continuous improvement practice does not seem
to play a direct role in the identification and elimination of waste. It rather helps instill
the need and possibility to continuously improve a process into employees mind so that
seeking ways for improvements becomes gradually the norm in an organization
(Emiliani, 2004).

The classification scheme reported above highlights the different roles of each
group of LTPs in improving service operations through increasing the value-adding
activities at the account of the non-value adding ones. Such increase is expected to lead
to several benefits as indicated in the literature reviewed and reported in Table III.

Adopting the UT that simply implies a direct relationship between a dependent
and independent variables (Delery and Doty, 1996), the contemporary literature of lean
service advocates that LTPs reported in Table I are capable of producing several
benefits for all service firms as shown in Table III. The first couple of propositions can
then be formulated:

P1.1. There is a positive impact of the implementation of LTPs on operational
performance.

P1.2. There is a positive impact of the implementation of LTPs on financial
performance.

Examining the impact of LTPs on operational and financial performance separately is
important due to at least one reason. In manufacturing, even a successful lean attempt
may result in deterioration in net profit corresponding to liquidating high levels
of inventory stored prior to implementing lean manufacturing (Meade et al., 2010).
Liquidating inventory transfers the capitalized value of inventory to expenses charged
to the year in which lean system requires reducing the amount of inventory acquired.
Therefore, although lean system is successfully attacking one type of waste (inventory)
to improve processes, it may lead to a reduction in net profit until the level of inventory
has stabilized, and then an increase in profit can be expected (Meade et al., 2010).
However, in most service industries there is no or low levels of inventory (Apte and
Goh, 2004). But the argument here is about whether operational improvements
obtained from lean service can overcome any costs (e.g. training sessions, CFL)
associated with the adoption of lean service. Consequently, having no materialized
financial benefits should not be the only indication of lean failure. Operational benefits
should be considered as well before doubting the successfulness of lean service.

Given the view of lean service as having two sides (i.e. LTPs and LSPs), the impact
on performance does not seem to be restricted to LTPs only. LSPs are mainly focussed
on human resource aspects. These practices are also argued to have a positive effect
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on performance (Delaney and Huselid, 1996; Huselid, 1995). For instance, investing in
training programs is believed to advance the quality of employees by improving
their current skills and helping acquire new skills so that they become multi-functional
employees able to perform various tasks and serve in different locations when needed
(Delaney and Huselid, 1996; Huselid, 1995). Consequently, a multi-skilled employee
can smooth operations processes when a bottleneck appears at any point of a process
by helping other employees working in that part of the process. However, having
multi-skilled employees may not lead to the purported improvement if such
employees are not motivated and empowered to utilize their skills (Delaney and
Huselid, 1996; Huselid, 1995). Therefore, an appropriate rewarding system that can
align the interest of employees with that of an organization along with
decentralization in the decision-making process will be effective in motivating
employees to achieve pre-specified goals (Delaney and Huselid, 1996; Huselid, 1995).
Improvements obtained from such practices were subject to empirical tests by
several authors, most of which reported a positive impact on operational and
financial performance of adopters (Shah and Ward, 2007; Cua et al., 2001; Yasin et al.,
2003; Delaney and Huselid, 1996; Huselid, 1995). Therefore, based on the above
argument and adopting the UT (Delery and Doty, 1996) the following propositions
can be confidently formulated:

P2.1. There is a positive impact of LSPs on operational performance.

P2.2. There is a positive impact of LSPs on financial performance.

These propositions are highly important in the case of lean service for managements
who get excited about the benefits that can be achieved from LTPs so that they rush to
implement LTPs without realizing the role of LSPs in independently improving
performance.

3.2.2 The synergistic effect of LTPs and LSPs on performance. In addition to the
independent positive impact of LTPs and LSPs on performance, there is yet another
expected improvement to performance resulting from the expected synergy between
the LTPs and LSPs. Here, we are claiming that the effectiveness of each set of practices
on performance is expected to be enhanced by the other. Adopting this perspective
implies that each set moderates the form of relationship between the other set and
performance, and therefore the traditional moderation perspective cannot be adopted
here as it is not possible to determine which set represents the independent variable
and which one represents the moderator variable (Sharma et al., 1981). The synergy
perspective is supported by the mechanism of the STS shown in Figure 3. The STS
indicates that the best outcome of any socio-technical system can only be achieved by
simultaneous emphasis on implementing practices from both subsystems (Kull et al.,
2013; Trist, 1981). This notion can be illustrated by the following example. For
instance, in the case of lean service, the VSM can be applied to identify non-value
adding activities and bottlenecks. Some of these can be eliminated by untrained
employees. It could be argued that trained and multi-skilled employees can eliminate
more of those activities if they are empowered to do so. However, if the non-value
adding activities were not detected through VSM, trained and multi-skilled employees
would carry out all activities, including non-value adding efficiently. The gain achieved
in each of the forgoing cases will be less than the gain obtained in a third case where
a company applies VSM and has trained and multi-skilled employees to improve
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its processes. Based on this example backed up by the mechanism of the STS, we can
propose the following:

P3.1. There is a synergy between LTPs and LSPs in improving operational
performance.

P3.2. There is a synergy between LTPs and LSPs in improving financial
performance.

3.2.3 Inhibitors, LSPs and LTPs. One important but usually neglected construct in the
lean literature is the inhibitors construct. Like any other change philosophy, service
companies attempting lean system are argued to encounter several inhibitors
(Eswaramoorthi et al., 2011; Suarez Barraza et al., 2009). The literature of lean service
indicates the existence of six inhibitors as reported in Table IV.

The previously presented inhibitors in Table IV, if not taken into consideration,
can significantly lead to preventing an organization from implementing or widely
disseminating one or more of LTPs. For instance, lean service seeks identification and
elimination of waste present in a whole process rather than focussing on individual
parts of it (Allway and Corbett, 2002). Therefore, adopting LTPs can be more difficult
to achieve with the presence of functional hierarchical management structure due to
the expected lack of coordination among different functions that form the targeted
process (Bayo-Moriones et al., 2008). Moreover, human errors in the implementation
process may lead to disappointment among employees and consequently hinder the
implementation of other practices. More important is that resisting the change
resulting from the introduction of lean service slows down the implementation process
of lean practices and may turn the implementation to be a failure (Del Val and Fuentes,
2003). Furthermore, the adoption of multiple improvement programs may confuse
employees as to whether LTPs are more effective than others to focus on, which may
lead to reluctance to implement them (Burgess and Radnor, 2010). However, this
negative impact of inhibitors on the level of LTPs implementation is not expected to be
the same across all adopters of service firms.

Technical System of
lean service:

VSM, root cause
analysis, 5Ss, etc.

Social System of
lean service:

Training, employee
involvement and

empowerment, etc.

Organizational
performance:

Quality, productivity,
flexibility,

profitability, etc. 

Figure 3.
The mechanism of the

socio-technical theory in
lean service.
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It seems plausible to expect a varying impact of inhibitors on LTPs as a result of
investing in LSPs. We argue that investing in LSPs can mitigate the negative effect of
inhibitors. For example, empowering, involving and training employees to participate
in the implementation and decision-making process will counteract the negative
consequences of resistance to change and errors occurred during the implementation
process. In addition, justifying the use of LTPs to achieve improvements and developing
an effective communication system ensure all employees are aware of the need and
importance of adopting LTPs. That is expected to alleviate the effect of employee
resistance and reduce ambiguity about the effectiveness of such practices (Comm and
Mathaisel, 2005a). Furthermore, encouraging team work and introducing a rewarding
system that links rewards to team goals can improve coordination among employees
in different functions that is important for adopting LTPs at a process level (Piercy and
Rich, 2009b).

From a contingency perspective operationalized as a moderation effect, when the
relationship between a dependent and independent variables varies across the level of
a third variable, the third variable is said to moderate that relationship (Venkatraman,
1989). Given this argument, we contend that LSPs moderate the impact of inhibitors
on LTPs. In this circumstance, we expect that impact to be weaker for companies
investing highly in LSPs and stronger for companies with lower levels of investment in
LSPs:

P4. The negative impact of inhibitors on LTPs will be stronger under low levels
of LSPs than it is under high levels of LSPs.

4. Contextual factors
There can be several factors that may affect either companies’ performance (Capon
et al., 1990) or lean adoption or both. several researchers in the literature of lean
manufacturing have stressed the importance of contextual variables in determining the
lean-performance association such as the nature of process, firm size, age and industry

No. Inhibitors References

1. Employees resistance to
change

Allway and Corbett (2002), Poksinska (2010), Swank (2003),
Souza et al. (2011), Nielsen and Edwards (2010), Burgess and
Radnor (2010), Hines and Lethbridge (2008), Lodge and
Bamford (2008), Suarez-Barraza and Ramis-Pujol (2010), Hines
et al. (2008), Ben-Tovim et al. (2007), Suarez Barraza et al. (2009),
Pedersen and Huniche (2011)

2. Functional hierarchical
management structure

Poksinska (2010), Souza et al. (2011), Burgess and Radnor
(2010), Suarez-Barraza and Ramis-Pujol (2010), Graban and
Swartz (2012)

3. Human errors in the
implementation process

Suarez Barraza et al. (2009)

4. Implementation of
multiple improvement
programs

Burgess and Radnor (2010)

5. Lack of knowledge
of the practices

Poksinska (2010), Arlbjørn et al. (2011)

6. Their origin in
manufacturing

Souza et al. (2011), Manos et al. (2006), Pedersen and Huniche
(2011)

Table IV.
Inhibitors of lean
technical practices
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(Shahrukh, 2011; Malladi et al., 2010; Pont et al., 2008; Shah and Ward, 2003; Cua et al.,
2001; Christopher, 2000). Not fully taking into account the effect of such contextual
variables might have been behind inconsistent empirical results concerning the lean-
performance relationship (Staats et al., 2011; Shah and Ward, 2003). Therefore, to
overcome shortcomings in previous similar empirical literature and construct a model
that provides a valid examination of the lean-performance relation in services,
we stress the importance of the contextual variables identified in this study. In the case
of this research, the literature of lean service fails to provide sufficient information
on important contextual variables. Therefore, to identify the key potential contextual
variables, the literature of lean manufacturing and research focussing on the
performance of service sector are searched. Our search identified six contextual
variables that need to account for their effect to accurately isolate the impact of lean
practices on performance. These variables are reported below.

4.1 Size
The size of companies can play an important role in the implementation of lean
practices whether in manufacturing or service companies (Ahmed et al., 1991; Moch,
1976). However, the argument of the size effect can be developed in favor of both
enhancing and hindering lean adoption. Large companies usually have a complicated
structure that has a negative effect on flexibility of work which leads to rigidity
(Hannan and Freeman, 1984). From this point, introducing any change program such
as lean system is painful, costly and not easy to accept (Hannan and Freeman, 1984).
Similarly, given the feeble coordination between functions and employees in large
firms, combined with higher levels of interdependency needed between functions and
employees for lean system, large firms seem to be less valid for the adoption of lean
system (Bayo-Moriones et al., 2008). In contrast, large companies enjoy economies
of scale and have a higher level of financial and human resources that enable them
to invest in innovations (Bayo-Moriones et al., 2008; Hannan and Freeman, 1984).
Therefore, they are more likely to implement innovative systems such as lean system.
Furthermore, despite the inconsistent empirical results in relation to the effect of size,
researchers in the manufacturing and service industries usually control for its potential
effect (e.g. Bayo-Moriones et al., 2008; Capar and Kotabe, 2003; Jennings et al., 2003;
Shah and Ward, 2003). This discussion underpins the need to control for the effect of
size in research reporting on lean-performance relationship.

4.2 Age
Like the effect of size, the effect of age of companies is often argued to be important and
can be developed in two directions, positive and negative. Older companies usually
enjoy more resources in terms of money and experience that make the adoption of
innovative systems such as lean system more feasible (Galende and de la Fuente, 2003).
In contrast, some researchers highlight a negative effect of age that in old companies,
employees are used to doing tasks in a specific way. Therefore, introducing a major
change system such as lean system (Kennedy and Widener, 2008) is more likely to be
resisted (Shah and Ward, 2003). Consequently, age of companies may have its word in
the success of lean implementation and should be accounted for.

4.3 Internationalization
Internationalization as defined by Capar and Kotabe (2003, p. 345) is “a firm’s
expansion beyond the borders of its home country across different countries and
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geographical regions.” The importance of controlling for the effect of such variable
stems from the use of internationalization as a growth strategy that may have a
considerable effect on performance (Hitt et al., 2006). Manufacturing and service
companies alike seem to expand abroad for similar reasons among which labor costs,
market access and resources (Contractor et al., 2003). Some empirical results suggest
that there is a positive linear relationship between internationalization and firm
financial performance (Hitt et al., 2006). However, unlike manufacturing companies
expanding abroad by exporting their physical products without a significant need to
establish a new facility in the host country (Boddewyn et al., 1986), service firms suffer
from intangibility and inseparability that prevent or limit the possibility of exporting
their services without investing in a local facility in the host country (Venzin et al.,
2008; Boddewyn et al., 1986). Therefore, given these disadvantages of service firms that
necessitates some initial investing costs for expanding abroad, Capar and Kotabe (2003)
report empirical evidence of a U-shaped relationship between internationalization and
service firm performance. While Contractor et al. (2003) find an S-shape relationship
between internationalization and financial performance and their results prove that
knowledge-work firms experience all three stages while capital-intensive firms experience
only the first two that is decrease followed by increase in their financial performance.
Based on the above argument, controlling for the effect of international diversification is
important for isolating the effect of lean system on performance.

4.4 Process type
The heterogeneity among service processes makes it difficult for researchers to treat
them alike. This leads to significant differences in the organizational structure of
various service firms (Auzair and Langfield-Smith, 2005; Silvestro et al., 1992).
Therefore, several attempts have been made to combine various services into fewer
groups based on the most important factors for services (e.g. Chase, 1978; Silvestro
et al., 1992). Among others, the classification scheme introduced by Silvestro et al.
(1992) based on empirical data (Verma, 2000; Cook et al., 1999) is highly acknowledged
in the literature (Shafti et al., 2007; Auzair and Langfield-Smith, 2005). This scheme
classifies service processes into three categories (i.e. professional services, mass
services and service shops) based on six service dimensions and the number of
customers served by an individual service unit per day. Professional services are
characterized by having relatively long contact time with customer, most value added
in front office, with relatively few transactions, highly customized service offerings,
focus on process, considerable level of freedom for staff to meet customer needs. Mass
services are the exact reverse of professional services while service shops fall between
the other two categories.

Auzair and Langfield-Smith (2005) reveal that the management control system
utilized by companies classified as professional services is significantly different to
that used by companies classified as mass services. Furthermore, Silvestro (2001)
shows that TQM practices are not equally relevant among the three service types
indicating that service process types can impact the implementation process of lean
system and should be taken into consideration as recommended by Cua et al. (2001).

4.5 Business strategy
Business strategy can be thought of as the plan through which companies compete in
the market. The most commonly cited classification scheme is Porter’s (1980) scheme
(Leitner and Guldenberg, 2010; Bordean et al., 2010). Porter (1980) classified companies
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into three categories: cost leadership, differentiators and focusses. Porter (1980) argued
that there should be no superiority for either strategy on the other. However, companies
that fail to adopt fully one of these strategies will stuck in the middle and achieve
inferior performance.

Bordean et al. (2010) supported the model introduced by Porter (1980) and the
results of their study indicated that Romanian hotels followed such model. Auzair and
Langfield-Smith (2005) and Chenhall and Langfield-Smith (1998) report that firms
adopting cost strategy are significantly different in structure and priorities from those
adopting differentiation strategy. The differentiation strategy, however, is found to be
more compatible with lean system (Kennedy and Widener, 2008). In terms of the effect
on performance, White (1986) found that, in general, pure cost leadership strategy
leads to achieving a higher rate of return on investment (ROI) than pure differentiation
strategy while this result is reversed with regard to sales growth. A mix of cost and
differentiation strategy leads to the highest ROI compared to both pure cost
and differentiation strategy while having an intermediate position regarding the sales
growth. Similar results were achieved by Leitner and Guldenberg (2010). The authors
found that companies following a combination strategy of cost leader and differentiation
have higher performance than companies focussing on only one strategy. Based on such
empirical results some researchers criticized Porter’s classification scheme that excludes
the stuck in the middle category (Chrisma et al., 1988). The aforementioned argument
highlights the importance of controlling for the strategy effect in any lean-performance
empirical research.

4.6 Cost and management systems
Cost and management accounting systems can be another factor that needs to be
accounted for because of its potential association with both the implementation of lean
system and performance.

Most, if not all, service companies cannot inventory their services and a major
portion of their costs is fixed and does not relate to the volume of services produced at
least in the short term (Carenys and Sales, 2008; Dearden, 1978). Therefore, if a sale
transaction is not made, the associated revenue is lost forever and the time-based
overhead costs of the period is added to that loss (Schlissel and Chasin, 1991).
In addition, service companies are facing extensive competition (Karmarkar, 2004).
Therefore, service companies are less able to charge customers arbitrary prices for
their services as it was the case several years ago (Yu-Lee, 2011). Consequently, the cost
information is then more important than ever for service companies to measure
resources used, evaluate operating performance, planning, make informed decisions,
pricing and more important for survival (Martinson, 2002; Hegde and Nagarajan, 1992;
Anania, 1987). Such information if utilized efficiently may have a direct impact on
firms’ performance (Pizzini, 2006). Pizzini (2006) provides evidence on such effect by
studying the relationship between cost-design systems, managers’ beliefs about the
relevance and usefulness of cost data and financial performance using a sample of 277
US hospitals. The results indicate that managers consider cost data to be relevant and
useful if it is provided with greater detail, classified according to behavior and reported
more frequently. In addition, reporting cost data with greater detail is proved to
be associated with financial indicators namely, operating margin, cash flow and
administrative expense.

The importance of cost and management systems is more emphasized when the
implementation of lean system is considered. Given the thrive of lean system to
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improve values delivered to customers by eliminating waste and unnecessary costs
from processes (Kennedy and Widener, 2008), having valid and timely information
on waste and associated cost cannot be overstated for the success of lean system
(Li et al., 2012). For instance, Al-Omiri and Drury (2007) in a survey study of
176 UK manufacturing and service firms highlight a positive relationship between
the implementation of lean system and the level of cost system sophistication.
From the aforementioned facts, it seems that cost and management systems can
impact the implementation of lean practices as well as the overall performance and
that necessitate accounting for their effect in any potential survey studies of lean-
performance relationship.

The argument developed in this paper regarding the impact of lean service on
performance and the interrelations between lean construct is depicted graphically
in Figure 4.

5. Implications
5.1 Research implications
This study has important implications for researchers on lean service. Our systematic
literature review of lean service highlighted an increasing interest in lean service
although rigorous research focussing on the lean-performance association is still
lacking. However, researchers intending to examine that association should not merely
focus on the improvement anticipated from lean service on the financial performance.
As mentioned before, reporting no improvement at a financial level should not lead to
the conclusion that lean service is a failure because the cost associated with adopting
the system may offset gains from lean initially. Moreover, lean service was viewed as
a socio-technical system with two distinctive sides that work independently and
together to improve firm performance. Therefore, it is important for researchers to
measure and include the level of adoption of practices in both sides to capture precisely
the effectiveness of lean service in advancing firm performance. In addition, given
the synergy proposed by the STS between the two sides of lean service, researchers
should be aware that assuming LSPs moderate the LTPs-performance relation or the
reverse can only capture one part of the whole picture. We found that each side (rather
than one specific side) positively moderates the effect of the other side on performance.
Furthermore, inhibitors of LTPs were found to have a negative impact on the adoption
and dissemination of LTPs. Therefore, incorporating inhibitors into a model to
examine the lean-performance relation will help better understand the magnitude
of their effect and uncover another role of LSPs in moderating that effect on LTPs.
Finally, although taking into account all possible contextual variables is almost
impossible, this study brought to light the possible confounding role played by six
contextual variables in the lean-performance association. Consequently, further

P3.1 (+)
P1.1 (+)

P4 (–)
P2.2 (+)

P1.2 (+)

P3.2 (+)

P2.1 (+)
LSPs Operational performance

LTPs

Inhibitors Financial performance

Contextual variables

LSPs×LTPs

Figure 4.
Conceptual framework
of lean service
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research is needed to examine the possible effect of those contextual variables where
that assists in isolating the impact of lean service on firm performance.

5.2 Management implications
Services managers currently implementing or seeking to implement lean service will
also benefit from the current research. The research provides a valuable indication on
the positive effect of lean service on firm performance. Moreover, the paper portrays
lean service as a socio-technical system that has two sides. This perspective assists
service leaders to be cognizant of the different roles of each side in improving firm
performance. LTPs and LSPs were found to independently improve firm performance.
However, our argument supported by the STS (Figure 3) indicates that the improvement
achieved from LTPs will be enhanced by simultaneously adopting LSPs and vise versa.
The practical implications would be that service managers should not devote their efforts
and resources to fully adopt LTPs or LSPs at the expense of the other. Rather, the best
outcome can be expected from adopting practices from both sides together. Furthermore,
within the technical side (LTPs), different practices play different roles in achieving the
aim of increasing the ratio of value-adding activities to non-value-adding activities.
The simple classification scheme of LTPs indicates that managers cannot expect to
achieve the purported outcome by blindly picking up a few of LTPs to implement.
Those managers are advised first to understand the role that can be assigned to each
practice. For instance, waste cannot be eliminated by adopting VSM only because this
practice can only uncover waste in a process. On the other hand, automation can be used
to target pre-identified waste but cannot find waste itself to eliminate. Therefore, full
understanding of the contribution of each set of practices proposed in the classification
scheme developed in the paper is essential for services managers. Finally, service
managers adopting LTPs or seeking to adopt them should not surrender to the negative
impact of inhibitors (Table IV) on their adoption process. Investing in the LSPs can be
an effective remedy that mitigates such a negative impact. This, however, highlights
another important role of LSPs in addition to their aforementioned roles of improving
performance and enhancing the effectiveness of LTPs.

6. Conclusion and recommendations
In this study we developed a conceptual framework that primarily provides insights
for managers of service organizations to embark on a successful lean effort. Moreover,
it assists researchers in conducting rigorous survey studies to report empirical
evidence on the impact of lean service on firm performance. In our model, lean service
was viewed as a socio-technical system that has two distinctive sets of practices (i.e.
LTPs and LSPs). Through a systematic review of lean service literature, we operationlized
the two sides of lean service and proposed several propositions that highlight their
roles in improving firm performance. LTPs were found to have two main roles by
independently improving performance and enhancing the impact of LSPs on
performance. On the other hand, LSPs were proved to play three different roles. First,
they independently improve performance. Second, they enhance the impact of LTPs on
performance. Third, given the identification of potential inhibitors with their expected
negative effect on LTPs, LSPs were believed to moderate that negative impact of
inhibitors on LTP.

Furthermore, the management accounting literature, organizational strategy literature
and internationalization literature in services were searched to overcome encountered
problems in previous empirical studies by identifying contextual variables that are
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relevant in the case of lean service. Six contextual variables that can have a profound
effect on the lean-performance relationship were identified and reported. These include:
firm size, firm age, internationalization, process type, business strategy and cost and
management system. This research was an attempt to improve the available limited
knowledge on the lean-performance relationship in the service context and pave the way
for thoroughly designed survey studies that report precise evidence that will add to the
limited knowledge on the impact of lean service on firm performance.

Based on the results of this research, future research should focus on providing
more empirical evidence on the impact of lean system on performance in the service
context. Such empirical research is invited to use the theoretical model developed in
this study to test its validity and consequently, raise our knowledge of the lean-
performance relationship in the service context. In addition, Figure 1 shows a lack of
attention given to the application of lean service into some service industries such as
hotel industry, consultancy services, telecommunications industry, etc. Therefore, more
work should be conducted on those currently neglected industries. Moreover, interesting
results can be obtained by examining whether specific sets of lean practices are more
applicable to specific service industries than others. In addition, empirical evidence on
which lean practices can better improve what performance indicators will have a
significant implication for both academics and practitioners. Another important direction
for future work on lean service can be the investigation of whether a specific sequence
of implementing lean practices can be more effective than others in improving firm
performance.
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Appendix 2.

Corresponding author
Wael Hadid can be contacted at: wael.hadid@brunel.ac.uk

Lean practices
Waste

identification
Waste

elimination
Complementary

practices

5Ss * *
A3 report *
Automation *
Change management *
Continuous improvement *
Eliminating loop-backs *
Group technology *
Changing the facility layout *
Just in Time *
Kaizen blitz *
Kanban *
Mistakes proofing/Poka-Yoke *
Model cell, roll out *
Outsourcing *
Point of use storage *
Policy deployment/Hoshin
Kanri *
Process redesign *
Production levelling/Heijunka *
Pull system *
Quality circles *
Quality function deployment * *
Quick set up time *
Root cause analysis *
Segregating complexity *
Self inspection *
Simplification *
Single piece flow *
Small lots *
Standardization *
Takt time *
Total preventive maintenance *
Total quality * *
Use of new technologies *
Value stream mapping *
Vertical information system *
Visualization * *
Work load balancing *

Table AII.
Classification of lean

technical practices
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