
"Farming and food businesses, like any others,
have to be efficient.  It means being ruthless in
cutting out unnecessary cost.  Efficient operation
is key to the success of any business."

EExxttrraacctt  ffrroomm,,  FFaarrmmiinngg  &&  FFoooodd  -  AA  SSuussttaaiinnaabbllee
FFuuttuurree  ((SSiirr  DDoonnaalldd  CCuurrrryy))

Fresher, Simpler, Closer
An Introduction to Lean Thinking in Dairy  

Almost everyone would agree that efficiency is vital for profitability

and this is already a high priority for the food and farming industry. 

The dairy sector has been striving to cut costs for many years so what

is the Food Chain Centre doing to help the sector that is new and

different?
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"Lean thinking has been applied in many
different industries, helping to lower costs and
improve profits.  The three words, 'fresher,
simpler, closer', capture the idea of lean thinking
in the food chain."

PPrrooffeessssoorr  DDaann  JJoonneess,,  FFoouunnddiinngg  DDiirreeccttoorr  ooff  tthhee
LLeeaann  EEnntteerrpprriissee  RReesseeaarrcchh  CCeennttrree  aanndd  DDiirreeccttoorr  ooff
tthhee  LLeeaann  EEnntteerrpprriissee  AAccaaddeemmyy

Lean Thinking

Our approach is to test out the ideas and practice behind 'lean

thinking'. 

Lean thinking provides a way to do more and more with less and less

- less human effort, less equipment, less time, and less space - while

coming closer and closer to providing consumers with exactly what

they want.  In other words, we are focusing on stripping out the

waste from supply chains and focusing on the value.

The approach has been around for some time and is based on

practices first developed in the Japanese motor industry.  However,

some of these ideas were borrowed and adapted from food retailing

and so the cycle of ideas continues to turn.

Lean thinking has become widespread in UK manufacturing and

according to a survey by McKinsey it is what sets apart the best

performing manufacturers.
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Many companies that have embraced lean thinking have delivered

some dramatic improvements over a three year period including the

following:

! 90% reduction in defects

! 90% reduction in response time to customer orders

! 75% reduction in inventory

! 50% reduction in space 

! 50% reduction in variable costs

Most recently the approach has been piloted among companies in the

red meat sector with similar results.   That work has shown it is

possible to save at least 10% of the retail value through reductions in

cost and improvements in quality and service.

The Lean Enterprise Research Centre at Cardiff Business School is

world renowned in the application of lean thinking and their work

demonstrates that businesses can definitely use lean thinking to

improve profitability.  

But lean thinking is not a quick fix or a "miracle cure".  Instead, it

promotes continuous improvement in which businesses constantly

strive for better performance.  As with any major initiative, it can only

work with the full support of senior management.

Application to the Dairy sector

Lean thinking may benefit manufacturing and has also been

successfully applied to other sectors including construction,

healthcare and raw materials.  But can it help the dairy industry?

The dairy industry provides a wide range of consumer products. 
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The Food Chain Centre has developed a pilot programme with the

Lean Enterprise Research Centre that will involve examining eight

different dairy chains in detail, from farm to shop or restaurant.  The

programme aims to identify where waste lies within the chains and

how the chains can work together to reduce this waste and improve

competitiveness 

The programme covers a broad mix of chains including:

! Fresh milk, cheese and desserts

! Retail and catering

! Large and smaller scale companies

! Un-processed and processed products
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The dairy sector has some unique features that challenge the lean

approach.  These include:

! The natural seasonal variation in milk production which results in

supply and demand imbalance.

! Some products which require a lengthy maturation cycle

! Considerable consolidation in the sector. 

! A history of confrontation between different parts of the chain.

! The environmental factor - in that farming also maintains the

countryside and thereby serves a second industry, the tourist or

leisure sector. 

But lean thinking is highly adaptable and we are optimistic that our

pilot projects will prove of value to dairy businesses right along the

chain.

Lean Projects

The Cardiff team are not typical consultants and they are not experts

in the dairy sector.  But they are expert facilitators; they guide teams

drawn from businesses and help them see the chain in a new light.

Each project starts from a recognisable product that consumers

purchase, for example, fresh milk or cheese.  Generally, more than one

business is involved in getting the product to market.  We put a team

together drawn from each business and with support from a Cardiff

facilitator draw a 'process map' of the current state of affairs, making

sure to capture what is actually happening ('warts and all') and not

what is supposed to happen.  

The chart captures two flows: orders travelling back from consumers

and the product travelling forwards from the raw materials, i.e. from

the farm.

These charts can be very detailed and complicated.  Here is a

simplified example, for a cheese processing plant also showing its

links with suppliers and customers.
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The chart captures some key information: 

! Flow of physical goods (in black)

! Flow of information (in red)

! Defect / loss rate

! Value adding time (5 hours to make, cut and pack cheese) 

! Total elapsed time (between the delivery of milk and despatch of

the first cheese products)

The Cardiff facilitators then help each project team to investigate

issues, including these:

! Do products flow through the chain as quickly as possible

(allowing time for maturation) or are there unnecessary hold-ups?

! Do some activities add more cost than value?  In which case what

can be done about it?  In particular, are there activities that add

absolutely no value to the consumer that can just be eliminated?

! Have people learned to live with errors, treating them as inevitable

or are they constantly striving to eliminate them?

! Are the right quality tests in the right place in the chain and are

they working effectively?

! Are the right performance measures in place?  How timely are

these measures - do they allow problems to be identified and

solved immediately or do they lag too far behind? 
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! When problems are identified, are they traced back to their source

and dealt with or do the same faults keep re-occurring?  

! Is the right information shared along the chain?  Is it accurate and

passed on quickly?  How good are the sales forecasts?  Do they

help suppliers plan their operations efficiently in advance?

! Are there any ordering and stock holding policies that impose

heavy costs on suppliers?  For example, is a smooth pattern of

customer demand converted into a very lumpy pattern of orders?

The team then draws a second flowchart of how they would like the

chain to be in future, a more efficient chain without so much waste or

'leaking of money'.  Finally, they draw up an action plan of how to

work in partnership to get there.

Improvement Opportunities

A huge variety of actions can arise from these projects but here are

some common examples drawn from previous work:

! Re-designing the layout of part of a factory or farm.

! Creating a team of engineers and operators to focus on reducing

faults at a particularly troublesome machine or process.

! Extra training to help staff become more versatile. 

! Forums for customers and suppliers to work jointly on

improvement projects.

! Agreeing to exchange information that is currently treated as

secret. 

! Collecting new performance measures and sharing these more

widely.

! Making better use of information technology. 

! Working in partnership, to improve the accuracy of forecasts.

It is impossible to reach perfection in a single bound and so the follow

up to any project with Cardiff is a 'Continuous Improvement Plan'

aiming to revisit the issues and keep improving supply chain

performance.
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Our Principles

The approach we are adopting to apply lean thinking in the dairy

sector is underpinned by a number of principles. 

1. Think of the dairy process from milk production to consumer

purchase as a Value Chain

Most people are familiar with the term "Food Chain" - the series of

steps from 'farm to fork'.  But the Food Chain is also sometimes

described as a Value Chain and this term is used to focus on the

financial equation.

As a product moves along the chain, it incurs cost but also rises in

value.  If more value is added than cost, then the product is profitable

to supply.  It follows that sustainable profits are achieved both by

maximising value and minimising cost.

All of the stages are inter-dependent (from calving to rearing through

milking to processing, transport, storage and retailing) and our

approach is to examine the whole chain as an opportunity for

improvement and not just the separate parts.

Management effort is traditionally focused down to a single

department or perhaps to a whole business that may produce many

different products.  By taking a different view, that of a complete

chain for a particular product, many new improvement opportunities

may arise.

2. Put Consumers First

Value is determined by the consumer.  Shoppers are the ones who

make the final decision on value when they select products from the

shelves.

Our second principle therefore is to put consumer needs to the

forefront of our thinking.  We need to know what consumers see as

value, to understand what activities in the chain contribute in

delivering this value.



Food Chain Centre at IGD  Grange Lane  Letchmore Heath  Watford  Herts WD25 8GD

Tel: 01923 857141  Fax: 01923 852531  Email: foodchaincentre@igd.com  www.foodchaincentre.com 9

Value can be determined by putting yourself in the position of the

consumer and asking whether you would pay less for the product or

be less satisfied with it if a given step were left out?

Consumers see value in various product attributes.  Each consumer

has a personal view of value.  For example, some people will pay

more for extra-matured or organic cheese.  This creates different

market segments. 

3. Work in Partnership

All businesses can benefit if they co-operate in the joint management

of the value chain.

Many improvements can only be made if managers take a fresh look

at the whole chain, work in partnership across traditional boundaries

and commit to sharing the benefits.

Sharing of benefits is vital so that everyone wins (including

consumers), creating enthusiasm for the next round of improvements.

Trust is vital to this process.  It can only be built gradually but can be

betrayed and destroyed in an instant.   

4. Systematically Identify and Reduce Every Form of Waste 

Lean thinking helps to track down the many ways that money is

currently wasted in the chain and points the way towards solutions.

A separate section in this pack itemises a long list of wastes in dairy

chains.

We define waste as any activity that adds costs without value.   The

lean approach zooms in on wasteful activities and considers how to

reduce or eliminate the waste, preferably without any major

expenditure.

This is a continuous task, prioritising improvements and working

towards the hypothetical ideal of a completely efficient chain without

any form of waste.  
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Conclusion

There is nothing revolutionary or fiendishly clever about lean

thinking.  It's really just the application of common sense.  So why

can it be so powerful in practice?  Because most people have to focus

on the day to day operations and rarely have the chance to take a step

back, re-assess the whole chain, apply some simple analysis, ask some

probing questions and consider 'is there a better way to run all of

this?'  

When people follow this approach it is encouraging just how much

scope they normally find for improvement, even in the best run

businesses.

"We don't believe in saving cost by cutting
corners, reducing quality, damaging the
environment or exploiting any members of the
chain.  There are better ways to find savings
through the reduction of waste."

JJoonn  WWoooollvveenn,,  FFoooodd  CChhaaiinn  CCeennttrree  DDiirreeccttoorr

So finally, a reminder as to why we call this approach 'Fresher,

Simpler, Closer'.   

! Fresher because an efficient chain is fast-moving so that products

reach the shelf in peak condition.

! Simpler because an efficient chain is streamlined without any

unnecessary activities.

! Closer because an efficient chain in many cases reduces the

distance product is transported. 

A fresher, simpler, closer dairy chain provides a better service for

consumers and can deliver higher profits for everyone concerned. 


