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It takes two to do 
the Lean tango in IT 
outsourcing

Lean has been around in production companies for 
many years and brings significant improvements in 
performance and more focus on client value. Successful 
implementations of Lean in service companies are far 
less common. Vincent Blijleven, researcher at Nyenrode 
Business University, believes that this is about to 
change and that Lean deserves to be given a chance in 
the domain of IT outsourcing. In an interview, he shares 
his vision of the potential of Lean in IT outsourcing, the 
necessary preconditions and the pathway towards its 
widespread application. 
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Lean has a strong proven track record in many production companies and has 
its origins in the production facilities of Toyota. The systematic approach to 
the improvement of processes – with a dedicated focus on achieving client 
value and based on the combination of top-down commitment and bottom-
up implementation – was a tremendous source of competitive advantage 
to the Japanese carmaker in the 1990s. Other companies in the domain of 
production and logistics followed suit in the ensuing decades. 

Up until now, the services industry has lagged behind when it comes to 
the application of the Lean philosophy. From an onlooker’s point of view, it 
appears that the domain of outsourced IT processes offers great potential 
for the application of Lean. Many outsourcing relationships fail to live up to 
expectations and a structured improvement initiative could be worthwhile. 
Blijleven: “Despite the rapid development of IT outsourcing over the last two 
decades, many IT outsourcing clients remain dissatisfied. This is indicated by 
low satisfaction rates, a high number of back-sourcing decisions and vendor 
switching. There is no doubt that Lean can add value to IT outsourcing, as 
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it leads to a more holistic view of processes. It stimulates professionals to 
think about their role in the process and how processes can be improved. 
I can think of numerous examples to eliminate waste and to improve 
operations in the eight of wastes of Lean.” (see boxed text) 

A clear example of waste in an IT environment is software that contains too 
much functionality. Blijleven: “Consider the word processor on your laptop. 
The average user only uses about 5% of the functionality. This is also true in 
many more specific applications because software developers fail to focus on 
what the user really needs. Another relevant topic is that in general people 
tend to find it hard to call a halt to a project that clearly will never live up 
to expectations. They routinely carry on when they should be considering 
pushing the red button instead.”

Another important source of waste is the domain of compliance activities. 
Blijleven: “Compliance has become a very dominant factor in nearly all 
business processes. However, in some cases, professionals tend to 
exaggerate the scope and depth of the laws, regulations and guidelines that 
are applicable. Too often, the perception of what must be done cloaks the 
factual situation. A more critical and inquisitive attitude may be very helpful 
here and companies may actually learn that they can cut back on compliance 
activities.”

If all of this is true, why is Lean not a popular philosophy in the domain of 
IT outsourcing? One of the reasons may be that the ‘discovery’ of waste in 
processes is less obvious, given the intangible nature of processes. Blijleven: 
“In a car factory, one can quite easily see that some processes are illogical 
or inefficient, just by using common sense. One can see, smell, feel and 
perhaps even hear a unit of value moving through a value chain. In a services 
environment, the unit of value is often intangible (e.g. a piece of software), 
making it really difficult to just copy/paste Lean manufacturing tools and 
techniques onto services.”

Another reason why Lean may not be widely used is the added complexity 
of a collaboration between two organisations: “A successful implementation 
is more difficult given the fact that it takes two to do the Lean tango in 
a supplier relationship between two partners. This is another important 
difference between the application of Lean in a service industry compared to 
production: the complexity of the environment.”

Then there is one more reason that may stand in the way in addition to the 
previously-mentioned complexity and the intangible nature of the context: 
“There is a distance between many IT professionals and their customers. 
In the end, Lean is about applying the customer perspective and focusing 
on performing activities that enhance the customer experience. Again, that 
may be relatively easy in production facilities, where every employee can 
imagine how customers use their products. However, this is far less so in 
the IT development and maintenance sector. In fact, sometimes their worlds 
are separated by myriad organisational steps and our research shows that 
communication between these steps is sometimes absent. On the one 
hand, this makes it difficult to apply Lean. On the other hand, it clearly shows 
the urgency and importance of using Lean to improve this.”

In short, achieving success with Lean in IT outsourcing is not easy. 
Notwithstanding that fact, Blijleven is convinced that organisations can and 
should overcome the aforementioned hurdles. “There is a lot of potential for 
improvement, especially when it comes to handover periods. We can see 
this happening in the testing processes of new applications. In many cases, 
these are carried out threefold: by the supplier, by the customer organisation 
and jointly. By integrating this testing work, we can save money and speed 
up IT development. This is not just theoretical: we found that this threefold 
test approach is still a reality in two-thirds of cases.”

What is the recipe for successfully using Lean in IT outsourcing? It may 
not come as a surprise that Blijleven has no standard successful approach. 
He warns that we should not look at Lean as a silver bullet for better 
performance, as this would in itself be a recipe for disaster: “If you focus too 
much on one aspect of the problem in search of a ‘silver bullet’, you will fail, 
because the world we live in is dynamic. Every situation demands a specific 
tailor-made approach.”

However, Blijleven does have a number of generic recommendations. 

The first one is a trusted relationship. “Lean should not be seen as a solution 
for situations where mistrust and frustration reign. In fact, a positive and 
respectful attitude is essential in the Lean philosophy. A short anecdote to 
illustrate this: a new management trainee at Toyota was asked to experience 
working on the manufacturing line in order to fully comprehend the 
company’s activities. In this role, he made a mistake with the tools when 
working on the doors of the cars. He was forced to push the red button and 
to stop the entire production line and was anxious about how his colleagues 
would respond to his failure. However, their response was very positive: 
instead of being angry or disappointed, they complimented the trainee for 
the fact that he found a fault in the process, one that could be fixed by a 
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simple adjustment to the tools he used. I think that this attitude should apply 
in IT outsourcing: we need a culture where people don’t blame each other 
for errors or mishaps and where power structures do not stand in the way of 
Lean philosophy. We need an environment where partners share goals and 
where people help each other to reach these goals, therefore in the case 
of frustrated or damaged relationships, we must first repair the relationship 
and then start to apply Lean. Starting off on the wrong foot will definitely not 
work.”

Blijleven touches on an important problem since a degree of frustration 
seems to be quite common in many IT outsourcing projects. Would it not 
be better to opt for a greenfield relationship as a proper basis for Lean? 
In other words: is it not better to start with a clean sheet? “There is no 
generic answer to that question. The advantage of a greenfield is that the 
professionals do not have preconceived ideas about the partner. On the other 
hand, starting off with a new service provider involves a lot of work therefore 
this assessment needs to be done carefully and on a case-by-case basis.” 

A second generic recommendation is in the domain of stressing the joint 
goals. “It is essential to communicate on the goals and have a clear definition 
of what the customer considers to be ‘value’. This may sound like a cliché, 
but in many cases people tend to forget this aspect. It is also important in 
this respect to think about creating win-win situations. Consider the example 
of an IT service provider that manages to implement a more efficient process 
as a consequence of using Lean. As a result, the provider can cut back on 
the number of employees involved. If the customer subsequently asks for 
a lower fee because of this, the provider will of course be disappointed and 
will have no incentive to look for more efficiency. Partners need to make 
arrangements so that the benefits of improved efficiency are shared.”

Thirdly, Blijleven points out that both organisations must possess the 
knowledge and experience to use Lean. “If one organisation is familiar with 
Lean and the other organisation is not, their people will be speaking different 
languages. For instance, one organisation may regard admitting failure as an 
opportunity to improve; the other organisation will regard it as a weakness 
and a sign of bad service delivery.

To conclude, Blijleven stresses the fact that it’s all about seamless 
cooperation and open communication: “Talk. Communicate. Interact.  
All too often people hide behind their screens, sending endless emails,  
even when the physical distance between them is only a one-minute walk. 
Cooperation and communication can in fact reduce waste by quite a bit.” |

EIGHT TYPES OF WASTE (‘MUDA’ IN LEAN TERMINOLOGY) 

The Lean philosophy contains eight types of waste. Here are  
some examples of waste in IT outsourcing.

Transportation
•	 The use of non-standard, non-integrated information between  

the provider and the customer

Inventory
•	 Unused/unnecessary software licences
•	 Work that is waiting for review, approval and forwarding
•	 High backlog in software development

Motion
•	 Endless communication via email, instead of one simple dialogue  

in a conference call or face-to-face meeting 

Waiting
•	 Too much time between coding and testing
•	 Queues at helpdesks
•	 Overnight batch processing, causing delays in workflows

Overproduction
•	 Premature decisions on resources, resulting in reduced flexibility
•	 Long time lag between specification of software requirements  

and coding, leading to outdated specifications

Over-processing 
•	 Helpdesk focusing on solutions for symptoms, not looking for  

root causes
•	 Not being able to stop a project that clearly does not add value

Defects
•	 Controls that add no value but are driven purely by compliance 

requirements
•	 Unused functionality in software
•	 Working standards and metrics that put too much focus on  

volume and speed, thereby compromising quality
•	 Kaizen teams (improvement teams) that do not contain IT  

expertise, leading to incorrect or inaccurate system specifications
•	 Inadequate testing procedures

Skills
•	 Unclear or infrequent communication on the joint goals of the 

outsourcing partnership
•	 Lack of investment in education and training
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