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ABSTRACT

The thesis describes what the term "lean manufacturing, lean management and
maintenance" means, as well as its application in the banking system. For the banking
sector are more suitable specially adapted for service companies lean management
techniques, known as the principles of lean service (Lean Service). It should be
understood that the original methods of lean production have a very limited scope in
banking.

Lean production methods, the topic of lean service is more complex, the effect of
lean management in service companies is achieved faster, but the scale of possible
savings is smaller than in production. The topics of lean service and production do
not have a clear border between them, so some parts of the lean service methodology
can be mastered by the Bank independently. For this reason, ATFBank's branch in
Atyrau city was selected as a pilot project by monitoring customers, employees and
operations, as well as identifying and improving the quality of services through data
collection. After analyzing the collected data, some improvements were proposed to
eliminate unnecessary operations. The results show that it is quite easy to achieve
significant improvements in the banking sector by simply focusing on value-added
transactions and service. The results are also valid for other branches of the Bank.
Keywords: lean manufacturing, project management, lean management, banking

system



ABCTPAKT

B pmuccepranmy OmHCBIBAaeTCS, YTO O3Ha4YaeT TEPMMH «OepexUiuBoe MpOM3BOACTBO,
OepexuInBOe yIpaBleHHe M OGCIY>KHBAaHHEY» TaK XK€ €To npnMeHeHne B GaHKOBCKOH
cucreMe. Jlng OaHKOBCKOH cdepsl B GONbILIEH CTENMEHH MOMXOAAT CHENHATBHO
ajanTHUpPOBaHHBIE MJI1 CEPBHUCHEBIX KOMNaHWi MeTOmUMKH  GepejruInBoro
MEHEDKMEHTa, M3BECTHBIE KaK IPHHLHUIIE OepexiuBoro céanqa (Lean Service).
Cnenyer noHMMATh, 4TO opnrnHaij.Hble METOJbI 6EpEeXIMBOro MPOU3BOJCTBA UMEIOT
BECbMa OTpaHU4EHHYIO cepy puMeHeHus: B 6aHKOBCKOM JEJIE.

B oTnuuune oT MeTonoB 6epexMBOro MpOU3BOACTBA, TeMA GEPEXKIIHBOrO CEPBHCA 110
COZEpXKaHUIO CIIOXKHee, 3¢ deKT or BHEJIpEHUSA 6e_pe>1<nnsoro MEHeJDKMEHTa B
CEPBHCHBIX KOMITAHUSAX AOCTHraeTcs ObicTpee, HO MacIiTa0 BO3MOXKHON 3KOHOMHH
MEHBILE, YeM B NpPOU3BOACTBE. TeMbl OepeXIIUBOrO cepBHCa M IPOM3BOACTBA HE
UMEIOT MeXAy co00ii 4eTKO# IrpaHHLbl, TO3TOMY HEKOTOpBIE OTAEIBHBIE (bpamem‘m'
METOOJIOTHH OepekIMBOro CepBHCa, MOTYT OCBaWBaThCA OAHKOM CaMOCTOSTEIBHO.
ITo 3T0#i mpuYnMHE B KadecTBe IHJIOTHOrO TIpoekTa ObUT BeIOpan ¢uaman AO
ATOBAHK B ropone ATsIpay IyTeM HaOMIOJEHH 3a KIIMEHTaMH, COTPYIHMKaMH H
onepalMsAMH TaloKe BBIABICHHE W yNYYIIEHUS KadyeCTBO OKa3hbIBAEMEBIX YCIYT
myreM cOopa naHHbIX. Ilocne ananmm3a coOpaHHBIX JAHHBIX OBUIM IPEAIOKEHEI
HEKOTOphIE YJYYIIEHHS, CBf3aHHbIE C YCTPaHEHHEM HEHY)XHBIX OIepaIfyii.
Pe3ynpTaThl NOKa3bIBAIOT, YTO 3HAYUTENBHBIX YIYYNICHHi B OaHKOBCKOM CHCTEME
JIETKO AOCTHYb, IIPOCTO COCPEAOTOYNB BHIMAaHHE Ha ONepalisaX U OKa3aHHeM YCIyT.
ITomydyeHnsle pe3ybTaThl TakK jke IPUMEHAETCS H B APYTHX (uimanoB 6aHKa.
KaioueBbie cjIoBa: 6epexuuBoe IIPOM3BOACTRO, yIIpaBJICHUE

IpOEKTaMH,0epeKIIMBOe yIpaBieHue, 6aHKoBckas cdepa



AHJATIIA

Tepmun "ynempzi empipic, ynemzi 6ackapy oHe KbI3MeT KepceTy" coHpaii-aK OHEI
baHK jcyitecinne Kanail KOJNAHBLTYHI OHCCEPTALMSNA cunarranagsl. bauk canacsr
YUWIH YIKEH JopekelNle YHeMIi MEHEIKMEHT ofiCTEMECIH KOJaiibl nainanaHy
apKbUTBl GeNrini NpuHIMNTepiMEH  YHEMIi cepBHC (Lean Service) apHaiibl
GeitiMuenreH cepBHCTIK KOMNAHUANApABIH  YINiH, KoJfaHeIcTa. byn Gipereit
onicTepiH yHeMmai eHmipic Gap ere mexreyii KONJaHy ascelH OaHK iciH TyCiHy
Kaxer.

Ynemni eHpipic omicTepiHiH aHBIPMAIUBUTBIFEL, YHeMi CepBUC  TaKBIPHIOEI
MarelHachl OOMBIHINA KWBIH, YHeMAi MEHEMKMEHTTi. CepBHCTIK KOMIIaHHUsIapFa
HTI31Iy ocepi Tesipek Kon XeTkisinemi, Gipax OHIIpyZAeri yHeMAEY ayKBIMBIHEI
BIKTUMAI/IBUIBIFEL  KeMipeK. TaKBIPBINTHIH YHEMZi CEpPBHC KoHE OHIIpICTIH 6ip-
GipiMeH aiiKbIH IIEKAPACTHIFBI JKOK, COHIBIKTAH Ke#bip xekenereH ¢parmMeHTTEpi
omicHamachl YHeMAi cepBuC, 6aHK nepbec O3iHZiK urepinyi mymxid. Ochl ceben
GofisiHa MUIOTTHIK xo06a petinge "ATOBAHK" AK ATeIpay  KalackIHIAFHI
(bunManbl TAHNANBIN ANBHABL XOHE GaHK KIHEHTTEPA Gakpinay, KeI3METKEPJIEp MEH
onepanuanap, COHHai-ak aHBIKTay JKOHE CamlacChlH JkaKcapTy MaKCaThIHAA,
KOPCETLIETIH KBI3METTEp apKBUIbl JEPEKTep JKMHAY GapHICHIHAA Tannay XacaJbIHIBI.
¥CBIHBUIFAaH JXOHE JKMHAIFaH JEPEeKTep aACHIHAA Taljay >XacalbIHBEII KaXeTCi3
OTiepauusIIap HKOOMEH OaliaHBICTBI Kelbip jxakcapry eHrisimai. Bisain HoTwKenep
KOpCEeTKEH/el omepanusiap MeH KbI3MET KepceTyre Hasap ayJapa OTHIHII, GaHK
KyHeciHfieri  eneyni )kaKkcapTymapra oHail KON JKeTKi3yre GONasL AnbiHFaH
HOTIDKeNep oin jkoHe OaHkTiH Oacka Xa Quimannapemga Kasipri TaHma

KOJIAAHBICBIH/A H€.

KinT cospep: ymemni emmipic, yHemmi 6ackapy, sxobamapast Oackapy, OaHKTIK

CEKTOp
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LIST OF ABBREVIATIONS AND DEFINITIONS

Six Sigma: Six Sigma is a disciplined, data-driven approach and methodology for
eliminating defects (driving toward six standard deviations between the mean and the
nearest specificationlimit) in any process — from manufacturing to transactional and

from product to service. )

DMAIC: DMAIC referred to define, measure, analysis, imprdve, and control. It is an
approach to problem solving defined by Motorola as part of the Six Sigma
management philosophy. DMAIC is a tool for improving an ex1st1ng process. (What
is Six Sigma? 2015)

GDP: gross domestic product
LSS Lean Six Sigma

TPS Toyota Production System

vii



INTRODUCTION

The thesis is devoted to the study of one of the most effective and advanced
management methods implemented today in commercial banks - lean technologies
aimed at the systematic identification and elimination of losses and adjustment of
production processes depending on the needs of the customers. What concerns
objectives, then, the study aims to review lean management principles and to identify
the advantages and difficulties of. lean programs implementation by domestic credit
institutions and the main opportunities and prospects for the implementation of the
lean program in the Kazakhstan banking systems.

In order to reveal the potential of improving the efficiency of operations of
Kazakhstan credit organizations through the lean technology introduction, the study
uses economic-statistical and graphical methods. According to the results, the first
domestic credit organizations that started using lean production technologies (J SC'
"Sberbank of Russia", JSC "Alfa-Bank") can increase productivity by 20-50% and
achieve significant savings. On the example of the branch of JSC "ATFBank" in
Atyrau, the aggregate effect of economies of the lean technology introduction
calculated by author.

The relevance of the topic of the master's thesis is that the introduction of lean
manufacturing principles contributes to the competitiveness of the Bank and it is an
effective way to develop and improve the quality of services, allowing you to get
significant advantages in the banking system.

Theoretical and methodological basis of master's thesis works of domestic and
foreign scientists, classics of scientific management and the guru of lean production
served. The subject of the research is widely spread in domestic and foreign
literature. |

1.1. Background

Developing and evolving by using our existing knowledge in different ways
creates new knowledge and that is what makes us humans. We can pick almost any
field of knowledge, one element has been common and obvious we had to think
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differently to solve the new problems. As someone great once said, “We cannot solve
our problems with the same thinking we used when we created them”. Similarly,
industrialists, developers alongside with philosophers and individuals from many
other areas of knowledge have been evolving the way we work today. Historically,
prior to 1800’s, the nature of work was “craft-production”. Craft production “refers to
the process of manufacturing a product through the use of manual skills”. Then
roughly in the mid 1800’s the nature of work become “mass production”. Mass
Production is “The manufacturing of large quantities of standardized products,
frequently utilizing assembly line technology”. More and more companies have
started to adopt the Lean Management philosophy. Some companies have completely
based their business strategy and vision on Lean thinking, while others have chosen
to use some elements of Lean Management and service while leaving the rest out.
There are also many companies those who are using Lean Management and service -
methods unconsciously, without knowing themselves. Maybe because Lean thinking
is becoming quit generally accepted and practiced by many. Let us first understand,
what is Lean Management and service exactly? And then we will further move in the
topic of Lean Management in banking system.

Lean Management is a production philosophy, that seeks to improve production
processes, defined as “becoming ‘lean’ is a process of eliminating waste with the goal
of creating value”. Lean was first introduced in a car making company, Toyota.
System developers in Toyota Production System (TPS) used thirty years to develop
TPS, and the Lean Management methods were part of this system. In 1990’s, the
Lean Management was ready to use by other companies around the global.
Assuming, since Toyota was raising as a company through selling cheaper cars than
most of the major car making companies around the world, other carmakers become
curious about Toyota’s production system. Toyota was simply following their,
“home-made recipe,” in-house developed production system, Lean Management. The
whole purpose of Lean Management is to eliminate, as the Toyota calls it, “Muda”.

Muda is a Japanese term, which means “elimination of waste”. This research thesis



will discuss the Lean Management philosophy itself, thoroughly. However, there

have already been done tones and tones of studies on Lean, so how does the study in

this research thesis differs from most, if not all, of the prior studies? The Lean

Management is fundamentally a production process, in other words, a system that

specifically was developed to cut the waste in a manufacturing environment. Where

as this research thesis is attempting to find impact of Lean implementation in a
service providing company. Even if a company’s product is to ﬁrovide service, I

assume most companies still want to be more profitable. After understanding the

Lean Management, the research would be lead towards implementing Lean thinking

in the service sector. Thereafter, a specific company would be used as a lab-rat for

this research thesis. ‘

One of them is concerning time-limitation. There is not enough time to actually

implement the Lean system to the chosen company and evaluate the actual annual
results. Further not to forget, the development and effect of the system over several

years ahead. Therefore, the focus of this research thesis is develop new hypothesis on

impact of Lean Management on a service-providing company.

The research will be conducted from the button-up, including, not just the

management board and the leaders, but also the ground-level employees and
customers. Mainly because all of these stakeholders are important for a company, and
they might have inside and outside information about the company’s status. This is
done to tackle the situation from various angles and to involve different prospective,

so that I as the researcher can develop a solid learning for

the service provider company. Author has chosen a bank system known as,
ATFBank JSC, for my research thesis. ATFBank JSC, is a regional cab-company,
establish is 1989(www.atfbank kz),in Kazakhstan. ATFBank JSC established in
1995. In 2007 ATFBank JSC was purchased by Bank Austria Creditanstalt AG /
UniCredit. In 2013 ATFBank JSC was purchased by KNG Finance LLP Clients

* 1,2mlin of individuals;

* 55,0 thousand SME clients
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* 2,3 thousand of corporate clients
Shareholder
KNG Finance LLP (99,8%)

Market position
ATFBank JSC is among top 10 largest banks of Kazakhstan by assets, loans and

deposits

* 6th place by assets with 5.4% share

* Key participant of state-sponsored programs extended by Damu Entrepreneurship
Development Fund (5th by activity in Business Road Map-2020). Branch network
Kazakhstan: 17 Branches, 71 points of sales,

662 ATMs, 2271 employees

Kyrgyzstan: 18 Branches, 50 points of sales,

93 ATMs, 915 employees

Along with the research methods, the Bank details would be discussed more

thoroughly in the methodology section, later in this thesis.
1.2, Problem Statement

A more informed, more demanding customer base is forcing financial institutions to
rethink their approach to customer service and support — causing fundamental shifts
in the culture of the industry, especially as millennial-friendly startups are beginning
to threaten established players.

Meanwhile, the financial industry as a whole is still working to resolve its credit and
capital problems, caused by the recession nearly a decade ago. Major players are
shifting their focus to improving operational efficiency as a way to safeguard againsf
future turmoil, improve customer satisfaction, and gain the momentum needed to
propel them into the digital age of banking.

Many banking institutions are turning to Lean methods as a framework to embrace

continuous improvement, optimize processes for delivering customer value, and gain

a competitive edge.
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Today, in the highly competitive market of banking services key the factor for the
long-term prosperity of the Bank is strong and trusting relationships with customers.
Quality service is not only one of the competitive advantages, in some areas it
becomes the only one competitive advantage.
We should be the Bank that is recommended. In the center of our attention there must
be a customer and his needs. Our task is to provide convenient and clear services and
products that will make everyday life our customers are better.
High customer satisfaction and loyalty will always be a guarantee successful financial
performance. We must be able to help customers in addressing the issues they face in
real life, always showing professionalism and goodwill in communication with
clients.
In General, the Bank will only increase attention to quality improvement service,
based on the achievements of previous periods, and the best modern experience in -
quality service management.

1.3. Research Question

The research question that this thesis seeks to answer is as following:-
«How might lean management philosophy impact effective company that

provides service as it’s a product?»
1.4. Research Objective

Financial industries pay close attention to service process and customer experience
and put a high value on service efficiency. On the one hand, it is hard to provide a
consistently high service quality to customers because of the various difference of
work individuals in service process. On the other hand, frequent resignations of
service personnel also brings obstacles to service efficiency and customer experience.
Those reasons made heavy pressure to banking service process. However, those
reasons provide broad improvement space for enhancing service process and

customer experience.
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Both domestic and international practices have demonstrated that banking business
operations have strong regularity, in other words, banking business operations with
high repeatability. Lean Six Sigma is based on paying a close éttention on processes
and customers, focusing on how to improve key business processes, removing
unavailable links, decreasing mistake rates, reducing service period, and improving
customers satisfaction. Learning how to recognize Lean Six‘Sigma and finding the
ways to apply the method into the realistic issues are the most important and
necessary actions that should be taken at this moment.

This thesis intends to apply the Lean Six Sigma Method to ATFBank JSC through
the following objectives: ' A

1. Identify acceptable service customers to help ATFBank JSC employees learn more
about customers.

2. Analyzing the theory of queues in the case studies, helping the Bank to confirm the
number of maintenance Windows for the appropriate number of customers, and then
to avoid waste of labor and military resources to give you the best idea of how
ATFBank JCS need to apply Lean Six Sigma to the practical issues of applying the
method by using a Service Quality Index.

1.5. Practical Theoretical Contributions

Many companies for the past three decades have been researching on Lean
Management, mainly through implementing and evaluating results. While authors
have been writing several books, articles and journals discussing Lean philosophy.
On the other hand, researchers and university professors have been debating,
discussing and deliberately trying to understand the effects of Lean Management. In
short, several studies have been done on Lean. Yet, Lean Management still seems
quiet fresh to many. If the Lean Management sustains in the global market, for
somewhat the similar length of period as prior management systems, such craft
production and mass production, for approximately 100 years, then the Lean
Management system is in its introduction stage; in the life-cycle graph. While, Lean

Management in service industry is completely new. Therefore, this research thesis
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seeks out to find results and impact of Lean Management on a service-based
company.

Banks have to deliver high-quality, customized customer experiences across digital
channels while improving operatiional efficiency and reducing costs. These two,
seemingly opposing, challenges leave banks looking for innovative solutions.

In today’s age, providing quality experiences means having the adaptability and.
competitive intelligence to embrace and enable customers with new technologies. But
in order to have the capacity to create high-quality customer experiences, banks first
have to fix their underlying operational inefficiencies.

This — operational inefficiency — is the initial reason many banks have turned to Lean.
In manufacturing, engineering, software development, éervices and beyond, Lean has
been proven to effectively help organizations control operating costs and reduce risk.
Banking has been no different: Four Principles established through project work, that’
Lean practices can effectively lower a bank’s cost base by 25-30%. Lean has proven
to be a particularly effective solution for lowering back and front-office costs.

Lean helps to improve team efficiency: Our projects show improvements in process
lead times of 30-60%. Thanks to all these operational improvements, banks are
beginning to realize other less tangible, but equally significant benefits of Lean. As
Patrick Wiebusch, Co-Founder & Managing Partner of Four Principles puts it:

Lean derives value from the customer’s perspective, thus making it very transparent
where improvements efforts should be focused on. Furthermore, Lean triggers an
increase in employee motivation, thereby increasing engagement and reducing staff
turnover. A successful Lean enterprise transformation changes the mindset to self-

reliance and continuous improvement, which will sustainably improve the

organization’s performance in terms of quality, service delivery and costs.

Solving underlying inefficiencies, reducing operating costs, and mitigating risk has
provided organizations with the proper platform for true agility and innovation. This
is the true power of Lean — aligning financial goals with the needs of customers,

employees, and managers, to transform organizations from the inside-out. |

14



A LOW-COST, SUSTAINABLE SOLUTION

What differentiates Lean from other improvement methods is that it does not require
a significant capital investment. All that’s required to gét started is a basic
understanding of Lean concepts and a clearly defined, shared vision of organizational
goals.

Lean principles empower employees to own and optimize the processes they follow —
meaning that rather than relying on external consultants to solve problems,
employees engage in a sustainable, lasting practice of continuous improvement.

This approach creates lasting results: Financial institutions leveraging Lean banking
methods in their operations report results of 20-30% cost reduction within 12 to 18
months and maintain cost efficiency ratios below the industry average.

KEY CONCEPTS OF LEAN BANKING

Now that we’ve covered the benefits of Lean banking, let’s discuss the specific -
principles banks are using to transform their operations from the inside out.
END-TO-END PROCESS OWNERSHIP

Traditionally, banks have been organized around the products they offer and push
products onto the market, rather than creating products in response to expressed
customer needs. This is the first issue with product-centric teams.

Secondly, when business units are organized around products, every change in the
market results in department-specific initiatives — rather than an organized, strategic
response across the business. In this way, a product-centric structure creates
functional silos — where information, effort, and insights are distributed across the
organization, rather than aligning to meet organizational objectives.

Today, banks are leveraging a leaner approach — a customer-centric structure where
processes that affect the customer (such as the credit card or mortgage application
process) are managed holistically,h from end-to-end. This results in a far more
efficient and customer-friendly approach.

Shifting from a product-centric approach to a customer-centric one is not a quick fix.

From a purely logistical standpoint, this shift requires a deliberate, inclusive rollout,

15



and can take months to years to complete. Here is a high-level example of what such

a rollout might entail:

Figure 1: Lean advantage begins with an understanding of customer Value

Define End- Manage Improve
to-end Through Process
Processes Ownership Performance

Performance Change

Measurement Management

Source: Boston Consulting Group

From a cultural perspective, building a customer-centric organization requires a
mental shift that in most cases is met with resistance, especially from managers and
employees who have built careers around the established culture of the industry. This
is why it’s critical for organizations to identify process owners to manage and own
the transition. Roles and responsibilities must be clearly defined, for the newly

minted process owners, as well as the functional managers who provide services to

them.
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LITERATURE REVIEW

The theoretical frame work was constructed to create a more comprehensive
understanding of Lean and consists of and to compare against the empirical finding
collected throughout the process: History of Lean, What Lean is, Lean as a
philosophy, Lean in Service, Implementation of Lean in Service industries, -

challenges when implementing Lean in Service and expected results from Lean.
2.1 History

Craft Production to Mass Production to Lean Production

If someone wanted a car in the beginning of the 20th century it had to be
manufactured through Craft Production, everything was customized with handmade
components and there were no identical cars, components or spare parts. This process
took a long time and even though it resulted in exactly the product the customer
wanted it was at a staggering price. As society modernized and vast amounts of oil
reserve were found the demand for low-cost automobiles increased, the industry

struggled to increase low-cost production a new era started; Mass production,.

Taylor, Ford and Sloan are known as the fathers of Mass production; an evolutionary
development of the former production process, designed to fix all the problems and
negative sides of craft production, i.e. high costs, long production time, no standards
of measures or materials components or spare parts etc, Womack, Jones and Roos.
Taylor, as mentioned by Sandkull and Johansson invented industrial engineering by
finding the best way of doing things, i.e. standardization and the reduction of cyclé
time. Ford concentrated on reducing the number of parts and actions that were
required to complete the product with help from his newly invented moving assembly
line. This was done on in an enormous factory that was specifically designed to
produce the Model-T. He could cover the giant investments needed by dominating
the market for low-priced cars, he later expanded further through exchangeable parts

and the simplicity of the Model T’s mechanics. Most of the repairs and quiﬁcations
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could be handled by an average person with basic mechanical skills. Sloan made sure
the worker union movement and marketing was updated in accordance with the
developments made by Taylor and Ford.

The expression Lean was coined in a survey of the world’s major automobile
manufacturers done by Massachusetts Institute of Technology in 1979. Toyota was
then classified as Lean due to their high efficiency and quality in combination with
maximum use space, staff and funds. Lean Production, i.e. Thé Toydta Way or TPS is
now a widely known and adapted concept, Womack, Jones and Roos describes Lean
to be developed to improve manufacturing process speed and meet customer demands
with a standardized process, and by combining these reach the highest possible
efficiency and quality. ‘

2.2 What is Lean?

Lean (lean production) is a comprehensive approach that includes process
optimization, operational management and changes in the way of thinking and
behavior of employees. Strategic lean approach (LEAN approach) is popular in all

sectors of the economy today.

The concept of "lean production” in the first approximation is applicable only in the
field of production. However, the world practice shows the opposite: the main idea of
lean technologies-continuous improvement of processes and the fight against losses —
can be successfully used not only in the production of material goods, but also in the

sphere of services, health care, public administration.

Service organizations are characterized by the same losses as industrial enterprises.
Therefore, although the Lean concept originated in Toyota, over the past 30 years it
has been successfully implemented in financial institutions: Emirates Bank,

Euroclear, Intesa Sanpaulo, Nordea and other companies.

The key element of lean technologies implementation in non-production sphere is

personnel motivation, as the effectiveness of the first line units and employees (front
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office) depends on the effectiveness of the whole organization. Thus, the concept of

"lean production" involves the involvement of staff in continuous improvement

activities.

"Lean production” or LEAN approach is a harmonious philosophy of the organization
and business, which incorporates such aspects of the company's activities as: strategic
development, organizational culture, marketing management, planning system,

production organization, personnel management.

The motto of lean management is to create value without loss from the customer's
point of view, i.e. Lean tools and methods fully meet the company's goal to be
competitive, do not require additional investments, while improving quality, reducing

the time of manufacture of the product and, most importantly, its cost.

The value means the product or service that the buyer is ready to purchase, and the
value creation process is not just a single participant in the manufacture of products,
but the entire production chain as a whole, starting from the supplier of materials and
ending directly with the client. Special attention is paid to the information flow (for
example, planning and management processes, quality control, exchange of
information between departments, etc.), because lean management is not only the
optimization of production, but also the improvement of administrative and support

processes. Thus, the complexity of the enterprise optimization is provided.
2.3 Lean in service

The definition of lean service is a standardizable system of service operations
made up only by activities that generate value for customers, focusing on explicit
tangibles and aiming to meet the customers’ expectations for quality and price.

The service industry is endowed by its own particular characteristics, which
differentiate it from manufacturing. Accordingly, the application of lean
principles, which stem from a manufacturing background, to services companies

encompasses new limitations and raises new challenges.
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2.4 Lean Banking
Today, regardless of whether it is production or banking, a holistic lean
manufacturing approach based on four pillars: |
® customer's opinion-understanding the customer's needs, what he is willing to
pay for;
® operating system - identifying sources of inefﬁcienci’es (loss, unnecessary
processes and inflexibility) and optimizing performance to provide customers
with exactly what they need - no less and no more;
¢ Management infrastructure - creating a transparent and understandable system
of labor productivity manaéement through the development of key
performance indicators (KPI), conducting daily meetings of employees;
¢ thinking and behavior - empowering employees for continuous improvement,

encouraging their ideas and suggestions.
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METHODOLOGY
Identify Value
Product value must be specified through an explicit approach of top-down target
costing,where price is determined from what value the target customer places
upon the products andservices produced, or simply, what the customer is willing topa
y for specific products,product features, and services. By acknpdwledging that |
profit is generated through the effort ofcutting costs rather than increasing product pr

ice, focus can be properly shifted to theelimination of wasteful activities

Map the Value Stream
The entire value stream must be thoroughly mapped throughout the production in its

entirety.Every activity involved in the production of a specific good must be mapped

and its valueadding properties assessed. By carefully assessing during what processes
value is being addedto the product, non-value adding, or wasteful activities become a -
pparent .

Create Flow
Flow needs to be created through the creation of a value stream where every value ad

dingactivity is finely tuned to avoid waste of any kind. A carefully designed

flow where eachactivity is synchronized to to allow constant and regular delivery

not only minimizeswasteful activities, but is also paramount to avoiding wastes assoc
iated with irregular flow and overburdening.

Create Pull

Tightly connected to the second rule of Lean Essence;

How People Connect, this principle ofLean Thinking requires the introduction

of a pull system, and creation of customer- supplier relationships within

the value stream . Further, by responding to endcustomer pull as the incentive for pro
duction, instead of pushing products onto the market,systems must be tuned to great f

lexibility, being able to handle a high variety of products insmall batches withminimu

m cycle time.
Seek Perfection
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The goal of any Lean effort is to strive to perfection, realizing that any operational sy

stem issubject to constant improvement. The effort of systematically andcontinuously

removing waste from the production while constantly experimenting on newways to

improve the resilience and efficiency through the application of the scientific methodi

s key in achieving a Lean enterprise . Because the Lean philosophy is based on consta

nt re-evaluation and improvement, the LeanEnterprise Institute provides a model of t

he five principles where they are depicted as acircular flow chart, emphasizing the co

nstant effort to remove waste by revisiting previoussteps and improving upon them.

Figure 2: The methodology is based on five basic principles

4 S
Pracisely dafine the valua of
every product and service from Identify the process that creates
the cuslomer's perspactive, value
Pursue perfection
Enable customers simple access Creafe value flow without
to product and services — interruptions
The 5 Lean principles
\ .

Most major banks around the world have already begun to implement lean principles

as follows:

Improving customer experience by strengthening the interface for the customer

in all channels

Improving services and products and adapting them to customer needs
Reducing costs (fixed and variable)
Shortening cycle time and improving their efficiency

Measuring performance at real time

3.1 Lean Six sigma concept within banking system

In industry of Finance is considerably applying six sigma quality process with the

aim of eliminating defects. powerful system is Six sigma.
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Improving the quality of products and services in order to attain customer loyalty,
whilst at the same time retaining control of costs is high on the agenda of the firms’
executives. Conducting initiatives to improve business processes, therefore, is a
major success factor for firms to achieve or maintain their competitive advantage. To
do so, a number of concepts have been introduced over the last decades ranging from
evolutionary approaches (e.g., Total Quality Management, Kaizen, Theory of
Constraints, Six Sigma, Lean Thinking) to rather radical approaches such as Business
Process Reengineering and Business. This (incomplete) list of methods and tools
shows, on the one hand, the necessity to improve organizational processes and
routines. On the other hand, one can see that there is still no best methodology and
some of them are still being improved, since all of them carry certain insufficiencies.
One of such approaches is the Lean Six Sigma (LSS) methodology — a combination
of Lean Management and the Six Sigma concept. It has become one of the globally |
most popular approaches to increase efficiency of business processes and
organizational routines and to reduce costs.

The financial services industry has adopted LSS too. For instance, this industry is
receptive for OPEX initiatives. The pressure on the cost side is high because of the
long-lasting zero interest policy of the ECB. Consequently, it becomes extremely
challenging to generate income — at least in Europe. The processing of huge numbers
of transactions per day represent a perfect application field for LSS. In addition,
financial services represent a major part of the economy worldwide. The sector thus
serves as a transmission belt for other sectors. For these reasons we chose this
industry to look into.

Independent from industry, size, or location, continuous improvement of the quality
of business processes in firms is a sine qua non. Emerging new technologies and
regulations, fast changing customer requirements, and emerging supplier networks
are just a few examples why companies have to dynamically adapt their processes
and even business models. The growth of importance of operational excellence

programs by top management reflects the need to cope with competitive

23



circumstances. By this degree of demand, Lean Six Sigma became popular for both
practitioners and academics.

Six Sigma implement method was created by Motorola Company, development in
General Electric, and beginning transition from manufacturing to service industry
since GE. Six Sigma is in the ascendant throughout the world in all walks of life.

Six Sigma can be referred as philosophy of quality and efﬁcie_nby of management,
namely in working process of the fine management as the goal, .measure working
process quantitatively, and require defect rate in control three over one million of a
point within four. Therefore, there are two meaning of Six Sigma: one refers Six
Sigma statistical explanation; another is from a management point of understanding,.
From a statistical of view, use Greek symbol ¢ to ;Sresent Sigma for describing

quality level. o represents standard deviation that the dispersion degree of data in

statistical area. Any quality of certain working process or technical process can be’

presented in Sigma. Sigma level means how many defects appear in manufacturing
process. If the Sigma level is high, that means defect rate is low; and the lower Sigma
level indicating appears more defects and low quality level.

Six Sigma is a management mode. Six Sigma focus on customers ‘needs, depends on
data and fact, aims at taking active on improving process, emphasizes prevention
management, cooperates with different department, and keeps improving and pursue

quality and efficiency.

Quality and value of products is determined by the customers, enterprises must be
think like from a customer’s perspective to analyze, rather than top managers believe
their own experience what the customer wants. For example, bank credit card
business, often accompanied by a number of value-added services, but these are
value-added services if customers need, if the client does, the bank but will provide
more value-added services and increase operating costs. How to understand what

customers need? This need to collect Voice
of the Customer (VOC, Voice of Customer), refining the key quality characteristics

from the voice of the customer (CTQ, Critical to Quality), in order to assess existing
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products or services to meet the level of business for the CTQ will be included CTQ
improved process flow among the final meet customer needs.
That is why we try use Service Quality Index in ATFBAnkJSC.

This thesis has been showed six sigma concept implementation on the crediting

process within the bank the example of.

Figure 3 Six Sigma Time Line '
- Six Sigma Time-Line
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3.2 DMAIC SIX SIGMA MODEL OF IMPROVEMENT

Core of six sigma is DMAIC (define-measure-analyze-improve-control), method for

analyses and improvement of business processes. DMAIC itself has five stages:
-To define opportunities.

-To measure performances.

-To analyze opportunity.

-To improve performances.

-To control performances.
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IV RESULTS

4.1 Lean Six Sigma in Banking Service Industry
Lean Six Sigma has been widely adopted widely not only in manufacturing, but also

in service industries, and its success in many famous companies, for instance GE and

Motorola. The service industry has its own special characteristics, which differentiate

it from manufacturing and make it harder to apply Lean Six Sigma tools, which can
be summarized in the following main areas: intangibility, perishability, variability. )

Intangibility: Services and customers cannot be measured easily and objectively, like
manufacturing products. An objective. measurement is a critical aspect of Six Sigma,

which requires data driven decisions to eliminate defects and reduce variation. The
lack of objective metrics is usually addressed in service organization through the use
of proxy metrics.

Inseparability: Delivery and consumption of service is simultaneous. This adds
complexity to service processes, unknown to manufacturing. Having customers
waiting in line or on the phone involves some emotional management, not present in
a manufacturing process.

Variability: Each sérvice is a unique event dependent on so many changing
conditions which cannot be reproduced exactly. As a result of this, the variability in
service processes is much higher than in manufacturing processes, leading to very
different customer experiences.

In the last few years, successful application in service organizations has come to
fruition.

Banks and insurance companies are primarily service industries. The application of
the Lean Six Sigma is therefore ideal for efficient process organization. In addition
however, many processes within the financial sector are similar to production

processes. These transactional processes arewell suited the application of Lean Six

Sigma tools.
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4.2 Analysis

One of the most important question of service industry is how to manage the queue.
Characteristic of customer arriving is arriving randomly, and they also require receive
service immediately. However when certain customer coming, there was no service
windows available, the customer had to wait in the queue. Customer arrival time rate
greater than service time, which leads to the queue. Applyi1_fg queue theory to help.
banking industry relieving service pressure. Lets analyze service facilities ATFBank
I8C, |

Today ATFBank JSC is in the top 5 bank of Kazakhstan. Bank's profit in 2017 the
year is 20 times higher than the proﬁt'in 2013. Over the past 5 years, we have become
a Bank, to- which not only caters to the corporati\)e customers, but also other

segments customers, such as Retail and SMEs. We turned into a Bank that serves-

this entire economy.

ATFBank JSC

Main services

Retail Business

Corporate Business

vier loans

Other segments

Figure 4 (Source www.atfbank.kz)

In 2017, the rating Agency Moody's and S&P have increased the Bank's ratings.
ATFBank JSC is the only Bank that received a rating upgrade in Kazakhstan in 2017
year.In 2017, the rating Agency Moody's and S&P have increased the Bank's ratings.
ATFBank JSC is the only Bank that received a rating upgrade in Kazakhstan in 2017
year.

In today's world, the Bank can not become highly profitable if it does not customer-

oriented. ATFBank JSC must be a Bank that is recommended. The focus should be
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on the client and his needs. The Bank's task is to provide convenient and
understandable services andproducts that will make the daily life of our customers
better, demonstrating professionalism and friendliness in working with customers.

High customer satisfaction and loyalty will always guarantee our successful financial

results.

Strategic lines of activity ATE) Bonk
of ATFBank JSC

BECOME A LEADER

2 3 4 5 6

of pricesses of ysie

provament

Figure 5 Strategic lines of activity of ATFBank JSC (Sourée www.atfbamk kz)

The ATFBank JSC uses to improve the quality of service and sales, as well as
to measure the effectiveness of the branch network in providing quality service to
retail customers:

1) Customer care index (CCI).

2) Net loyalty index (Net Promoter Score NPS)
3) Service quality Index under the Mystery shopper program (Service quality index

«Mystery Shopper»)

WHO CARES ABOUT THE CUSTOMER?

To measure the performance of the branch network in providing quality service to
retail customers ATF Bank uses the index of customer care (Customer Care Index,
CCI).

It combines the index of customer satisfaction NPS (index weight 30%), the of

service quality SQI is calculated according to the results of the research "the Secret
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buyer" (weighing 40%), statistics of customer complaints about the actions of the
front office (20%) and error statistics managers EXAM when the applications for
unsecured loans (10%). '

Figure 6 Customer Care Index CCI (Source www.atfbank.kz)
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The index of customer care in December 2017 amounted to 84 points on a 100-

point scale . Looking ahead, we will say that the main reasons for such a
breakthrough in December 2017 are the traditional for December reduction in the
number of complaints due to a decrease in business activity at the end of the year and
the increase in the effectiveness of the "Mystery shopper" monitoring in the 4th
quarter.

During 2017, the customer care Index ranged from 70 to 84 points. The upward trend
of the Index was associated with the growth of customer loyalty and progress in
compliance with service standards. The main volatility was added by the number of
client complaints. That is why in the months of relative "calm" in the statistics of
complaints Index set local highs (January, December). Let us consider in more detail
the components of the CCI index. |
LOYALTY INDEX - NPS

Net loyalty index (Net Promoter Score) measures customer loyalty through the
difference between the shares of customers who are ready and not ready to

recommend the Bank to their environment. NPS research is conducted by telephone

survey of customers.
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2017 was marked by an increase in the share of customers who are willing to
recommend the Bank. If in January the share of clients-promoters was 77% with 8%
of detractors, in December the share of promoters — 89% with 5% of detractors. Thus,

the RTS Index rose from 69 points at the beginning of the year to 84 points at the end

of the year.
Figure 7 NET LOYALTY INDEX - NPS (Source www.atfbank kz)
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In 2017, a new format of the NPS report for branches was developed, the sample was
changed and the high efficiency of the monthly report was achieved. Employees of
the quality Service Department listen to all audio recordings of tractors and are
deciphered in the form of a text, which is then part of the report is sent to the branch
network and to the divisions of the Head Bank.

The branches then take the necessary corrective measures-contact the client to solve
his problem, conduct explanatory work with employees, etc.

Why NPS has become so common? Its advantage is that we can increase real-world
examples of bad customer experience, learn customer expectations (even being the
subjective opinion of the customer, these signals are valuable information, because
they are based on real customer expectations from our Bank) and take corrective
actions to correct the situation where possible and appropriate.

SERVICE QUALITY INDEX SQI
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The SQI index reflects how well managers meet the standards of appearance and
follow the Bank's seven-stage sales model.

A big achievement of the year was the growth of SQI in Retail from 73 points at the
beginning of the year to 86 points at the end of the year. The SME block also
recorded an increase from 76 points in the second quarter to 86 points in the fourth

quarter of 2017.

contacts

Figure 8 7- stage of sales model (Source www.atfbank.kz)
A big achievement of the year was the growth of SQI in Retail from 73 points at the
beginning of the year to 86 points at the end of the year. The SME block also

recorded an increase from 76 points in the second quarter to 86 points in the fourth

quarter of 2017.
86 86
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Figure 9 Service quality Index SQI «Mystery Shopper (Source www.atfbank.kz).
This growth was provided by the improvement of the result on the macro component

"Completion of the meeting with the client". The main factor in the progress was the
result of the project launched in 2016 in Retail (and in the SME block since March

2017) for the training and supervision of the service "Service Coordinators".
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DISCUSSION AND CONCLUSION

The present thesis has been discussed how to apply the concept of lean and
instruments in the real banking systems. The case study included the development
of a lean approach, taking into account one of the well-known Kazakh banks. The
main concept that directs the approach to waste minimisation and the regulation
of labor, teamwork, and continuous flow. The thesis considered the problems of
the Bank as a management system, as well as the problems and models of
effective distribution of Bank resources based on customer service.

As for lean instruments, the ATFbank JSC used 3 indexations to improve the
quality of service, which are interrelated among themselves.

In 2017, the portfolio of loans to individuals reached 120 billiontenge. In terms
of the number and volume of loans issued in 2017, the maximum figure has been
reached since December 2014. Commission and interest income in Retail for 2017
compared to 2016up 44%. 2017 was marked by the growth of the customer
loyalty Index NPS-from 69 in January to 84 in December. For detractor
customers, it was reduced from 8% to 5%. The quality of service index SQI on
the basis of monitoring "Mystery shopper" grew over the year from 73 to 86
points. In 2017, we revised our product line in SME, learned how to quickly

create customized products for customers. We have reduced the time for
processing applications for SME loans, simplified procedures for issuing
guarantees, achieving high efficiency. The first on the market created a system of
permanent visiting committees. Thanks to the growth of lending, we increased the

Bank's share in the SME market from 2% to 7.3%.

Figure 10 Indicators (Source www.atfbank.kz)
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