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Background

Exel, a global supply chain management company operating in eight business sectors and at 350 sites, has about 9,000 drivers, up from 7,000 (through acquisition) from when it started its working time project 18 months ago.

Exel, in common with other firms within the transport sector had to comply with the working time regulations for mobile workers that came into force from March 2005.  The company knew this change was the biggest issue to face the transport industry for decades. It was clear that the limits on shift lengths, night work and weekly hours would profoundly affect operational flexibility, vehicle utilisation and driver productivity, and have huge knock-on effects in terms of costs – and ultimately customer service and relationships. These issues were particularly challenging against the current background of driver shortages, highly unionised industrial relations and pressure from fuel prices.

Working time, therefore, was not something the company could approach in isolation – it linked to and impacted on other commercial factors faced by the sector on a daily basis.

Given the diversity of its business, Exel identified that they needed an approach to the directive that enabled individual sites and sectors to mitigate these effects in their own way, but at the same time took advantage of the scale of the business and both resident and external expertise.

What changes were made?

Exel set up a central project team to lead and deliver the change management process, led by Ian Cooper. The team had full time management resource and executive sponsorship – via the CEO of UK & Ireland – which “sent a clear message to the business that it had to engage with and contribute to the project, be part of it, and have ownership of it right down the line from sector head to transport managers to organisational supervisors.”

The team also looked to management consultancy Key 3 to provide external advice, opinion and support.

The first step of the project was to carry out individual assessments for each site on the expected impact of the directive – what did it mean for them in operational and financial terms?  “We were encouraging [site managers] to complete the process by debate with their operational team so they could start understanding what the issues were first hand and talk at real operational level,” Ian said. 

Due to the uncertainty around the final content of the directive, Exel based its assessments on a worst-case scenario – a 48-hour average week with no flexibility, a 10-hour nightshift and no opt-out.

“We almost wanted to frighten [the sites] so when we went back to them to help create a solution they would welcome us with open arms,” said Ian. “Which to a large extent worked.”

The assessments, based on a standardised document to ensure a standardised process, focused on: 

· labour issues – how would changes to working practices, pay agreements, salary levels affect relations with employees and unions;

· relationships with customers – what was the nature of the contract? Was it open or closed book? If closed book, did it have clauses that protected Exel in the eventuality of legislative change?

· Other relationships – e.g., unions, suppliers of agency labour - how were they engaging with this issue?

· Recruitment climate - what issues were sites facing at local level? What did that do to increase or decrease the risks associated with working time?

· Labour agreements – how flexible were local agreements to accommodate changes to working practices or changes the customer may need to make to operations to accommodate the directive? Were pay rates competitive in the labour market at the 48-hour level? 

“In some parts of the business we still had old Monday to Friday agreements, with low basic (pay), so high hours were required to generate earnings,” explained Ian. “In some cases at the 48 hour level those pay agreements may have been worth £18 -20,000. That was not competitive.”

This process gave the central project team a good idea of how the risks were spread across the business. ”We had 350 reports that allowed us to compare apples with apples. We could prioritise sites, find which were the real hotspots, which was absolutely critical given the resources and size of our business. We could focus our attention on where the real difficulties were.”

The impact assessments revealed huge variation in sites’ readiness for the changes. “In some parts of our business we already had modern labour agreements, with drivers working as many hours as in other parts of business or other industries,” Ian said.

“Others, with more traditional models of agreement, such as 60-70 hours over a six-shift week, needed close attention. Typically those posed the biggest challenges.”

Even so, Cooper’s team estimated that the total cost to the business of compliance potentially represented millions of pounds. Not surprisingly, this enormous figure “got the attention of the business”, and kick started the move to compliance.

Each site was responsible for devising a response plan to ensure compliance and full commercial protection by March 2005. The central project team was able to monitor their progress and play a role in education and communication about the legislation. It also shared best practice and experience, particularly on labour agreements, across the business. 

Helen Gallimore of Key 3 Partners described how they had worked with Exel on one particular nationwide contract – that involved running a 24-hour, seven-day operation from multiple sites, employing about 60 LGV drivers in retail deliveries and overnight trunking.   Compliance on this contract had initially been costed at £750,000 in year one and ongoing costs of £250,000 per year. 

With the contract due for renewal it was vital Exel could reassure the customer that it was dealing with the issues raised by the directive. And with pay negotiations coming up it was fundamental that these took into account the forthcoming developments.

Key 3’s approach concentrated on four areas:

1. Analysing driver activity – “We spent an awful lot of time on driver activity, improving productivity and mitigating a big part of the impact by this one step alone,” Helen said.

This involved a painstaking process of matching tachographs to road sheets, to understand what drivers were doing “every minute of the day”.  This included “Periods of Availability” (POAs) – a crucial concept under the new directive – which are periods of waiting time or delay, the duration of which the driver knows before it starts, which do not count towards working time.

Key 3’s aim was to avoid POAs wherever possible. “I don’t believe we should be using POAs because it means you have got £100,000 of vehicle just sitting there,” Helen said. “Our starting point has always been let’s not use POAs, let’s get some efficiency into the operation.”

The project’s goal was to get all drivers onto a salaried scheme, to help move away from an overtime culture that encouraged drivers to “drag out” delays and POAs to one that rewarded efficiency and “getting the job done”.

 Because drivers weren’t recording their POAs, Key 3 had to retrospectively capture that data manually. 

2. Next Key 3 looked at the contract’s networks and routes. While changing the fundamental basis of the contract, such as moving depots, was “not an option” in this case, Helen said,  “For other customers, we have used software tools to understand where should depots be? Do I need a national distribution centre, do I need changeover points, or contractors, perhaps, for some parts of distribution.”

3. Shift patterns  - The rolling 17-week reference period by which working weeks are calculated severely limited the numbers of shift patterns that were compliant. “Managing shift patterns is almost the critical point in this process,” Helen said. “Once you know what your optimal operation looks like, you can look at which shift patterns you need to use for the business - and which would be most attractive to the drivers.”

4. Finally, Key 3 looked at employment terms and conditions. The aim was to bring all the drivers involved in the contract onto the same T&Cs structure. Again, software enabled the sites to model different structures to find the one that best suited both the company and the drivers. “At individual driver level, we could sit down and say, who gains, who loses, how much and why?” Helen explained.

The changes Key 3 came up with were “implementable, equitable and scaleable,” Helen said. “At the end of the reference period drivers had worked roughly the same amount of time for roughly the same amount of money.”

By focusing on maximising efficiency in this way not only were the costs of compliance completely offset, but Exel achieved its aim of retaining the contract.

What challenges were encountered and how were these dealt with?

Labour relations were “the critical path” throughout the project, according to Ian. “We knew it meant changes to working practices, pay agreements, and salary levels –and any change management around these things is going to be fraught with difficulty.” 

Education, communication and involvement were key to cutting through the suspicion and fear of change among employees.

Helen said. “It was how should we do it? [Employees] had to be bought in to that process. The drivers chose the shift patterns. We didn’t have to sell it to them… Drivers were educated in ‘what does this mean’?” 

Even so, Ian noted, there was a tendency for drivers to want to cling on to what was familiar.  “Even if we were giving much better holiday pay, consistency of earnings, buying weekends up front, even though they knew it made sense for them and they agreed with our calculations, they couldn’t always let go.”

The confusion and lack of clarity at the development stage of the legislation, right up until the March 05 implementation date, also posed problems in terms of employee communication. “”If we don’t communicate because we can’t [employees] will think we are holding something back and get suspicious. If we brief them on what we understand at the time, this can raise more questions than answers, and they think we are not giving straight answers. 

“It was about making sure line managers had all the answers it was possible to give up front and certainly were able to explain that there was an amount [of information] we didn’t possess,” Ian said.

Getting clean, accurate and consistent data from across the company was also enormously challenging. “Taking a reasonably sized sample of information, and converting it into the format we wanted was cumbersome and difficult for [the sites] but we had to get them to do it to give us the required data,” Ian said. “We also had the issue of getting everybody to collect the same data for the same time period, which sounds relatively simple but is not. We had to be very careful of the weeks and make sure we were on top of the sites and got the data back.”

Good project management control was crucial, according to Ian. The central team provided each site with data collection templates and data analysis models to aid the process.

Persuading sites of the importance of this issue despite their immediate operating pressures was also paramount and the central team spent a good deal of time on this.

Managing customer relationships up to and beyond implementation was also a challenge, since it was they who would bear the brunt of the costs of compliance. Engagement and education at an early stage was essential. Exel held a series of seminars for customers in 2004 on the implications of the directive – “It was long-range early warning, this is what is coming” – and this helped to increase understanding, awareness and ultimately, acceptance.

What have been the benefits?

Virtually every site within Exel reached the March 05 deadline for being compliant with the directive and commercially protected – only four sites did not meet the timescales for response plans, and all of these were recent acquisitions which had been delayed in starting the process.

The costs of compliance were either passed on to customers or offset by reduced driver wages, not as a result of lower pay rates but because many were limited to significantly fewer hours than they previously worked. 

The improved data available on, for example, driver activity has “helped enormously” not only in compliance but in the day to day running of the business and driving further productivity gains.

Operational efficiency has been, if not wholly preserved, then worked around – through large or small scale changes to working practices and innovations. 

And crucially, Exel’s relationships with its workforce, its customers, and its suppliers have survived intact.

Indeed, increased customer confidence has been an unexpected bonus of this episode, according to Ian. “We were able to demonstrate to our customers that as an organisation we could take something on like this and through long-range thinking, and a structural approach we were able to deliver.”

The future

The transport sector faces a whole range of further regulatory pressures in coming years: compulsory driver training; digital tachographs; and driver hours regulations changes. 

But Exel is now confident it has the resources to meet these challenges head on. “Having a standard approach to long-range planning like this means we can apply this thinking to other uniform business issues and regulatory changes that we face.

“It gives us an approach to facing challenges at an organisational level.”

Questions and answers

Q Surely the need to do something was obvious much earlier than in previous 18 months – it was there on the table and dates being bandied about for probably four or five years. It wasn’t something we had to approach at the death. There was an opportunity to start working towards tackling pay rates and driver retention. Surely the time to look at that was when we realised the transport industry long hours culture was neither necessarily healthy or safe. Overtime payments are historically where the driver made his money, our approach should have been to reduce the reliance on premia at an early stage. We could have closed gap between base pay and overtime rate. 

A IC: “It’s a fair point. Ultimately it comes down to the commercial aspects. We needed the customer to pay – would customer have paid any sooner? Who moves first? We were constantly hedging – when is someone else going to nail their colours to the mast? Getting the timing right so you can turn early communication with stakeholders into meaningful action is not easy. We started the process as early as we thought was possible and we gave ourselves enough time. Certainly some of the labour issues and the background in terms of long hours, driver pay were long, slow-burning issues. Working time has helped us chip away at that.

Q Did you experience suspicion from the workforce in terms of avoiding POAs and believing that would lead to a reduction in paid time?

A HG “We tackled that from an education point of view. We said from the beginning we don’t want to use POAs, we don’t to be in a queue behind the store. If we could do something to get that store to understand how changing their working practices could help us avoid delays then we would. Drivers were completely receptive to the process – they were sick to death of sitting behind the store, they didn’t have a canteen, there was nowhere for them to go. They wanted to get in, get the job done, come back.”

Q But the industry has been built on a totally different culture to that.

A HG “The way we were going with this was towards a salaried scheme, therefore they were going to get paid the same whether they dragged it out or not.”

Q How would you characterise the circumstances in which drivers’ pay would have to fall through this process?

A IC “A driver previously working 70 hours a week on a pay agreement that relied on premium rates who was earning £30,000 a year. Despite POAs and other flexibilities, I can now only work 55 or 60 hours a week. Though the net average rate per hour may not have changed, I am still earning less money. My boss says I have got a better quality of life but I still need the overtime.”

Discussion

Level playing field

It was generally accepted that currently there was not a level playing field: some companies in the sector still had drivers working 68 and 70 hours a week - even large ones - and they were paying lip service only to the directive. “For those of us who are compliant and extracting from our customers somewhere along the line it will have to be tightened around the country.”

Without active and robust policing and more resources for VOSA that problem would not be addressed. 

POAs

It was agreed the majority of companies would still use POAs even though they are not within the spirit of health and safety legislation. There was discussion as to whether POAs would remain the long-term. 

One delegate said the vast majority of companies would find it impossible to run their businesses if POAs were not taken into account, e.g. national hub and spoke operations that have vehicles driving to central sortation centres, they are likely to be there another couple of hours while that vehicle is unloaded and reloaded. The ten hours working time that night is obviously within the law but it is 12 hours’ pay to the driver because of POAs. 

The shortfall of drivers in this industry would be exacerbated if drivers’ pay was based on working time that did not include POAs. 

The knock-on costs for customers would be enormous – if paid hours were reduced, say, from 55 to 48, one delegate said he would have to add a percentage on the cement haulage rate for that loss of productivity and this would have a big impact on the commodity price.

The sector was still sitting on the time bomb of POAs, delegates said. One thought there was little doubt that POAs “as they are currently being interpreted may well not be available to us. That is the stage at which the transport industry will have to have a major look at itself.”

However, another delegate said he did not think the law on POAs would change. “This government is addicted to the light touch – it will want to move on. Look at the tenacity with which they have clung on to the opt-out to the main directive.... I don’t think we will see anything more rigorous than we have already got.”

It was pointed out that “what we call POAs today we used to call delays”. While best practice meant seeking to eradicate delays and have most efficient use of the vehicle and the driver, in so doing this affected the driver’s working time and causes operating inefficiency in a different way. Getting the balance between those two things was recognised as a difficulty.

From an operational efficiency point of view, no employer wanted to have drivers sitting around doing nothing. In the past, retailers hadn’t always been interested in addressing delays. Working time has given transport companies the leverage to educate retailers and work with them to improve efficiency to the benefit of everybody.

Poor management had also been highlighted as an important issue by the working time changes. Companies could no longer afford for drivers to wait for an hour of their shift before setting off. The WTD has focused companies’ attention on shift start and finish times. “Joe Driver has been used to coming in at 6 and rolling at 7.30 and has been in the canteen putting the world to rights. We have allowed that to happen as an industry. That is waste. But all of a sudden companies are having to tighten up to ensure drivers are driving, not helping to load vehicles.” 

Managing and monitoring routes was also a key issue. How many companies manage what happens to that wagon when it leaves the gate? 

This was widely recognised as an important cultural issue: one delegate pointed out that the industry has always let the driver pick the route – “at the end of the day he is a competent person. We will rely on him to do that.”

Tracking the vehicle and the driver could facilitate better use of the vehicle, but sometimes to the detriment of the driver. “There are times of day when there driver has always gone to a certain burger bar and we have allowed that but with these management tools that is not going to happen. It is there to get maximum use of the vehicle and maximum working time.”

The industry had to find anew the right balance between controlling and monitoring driver activity and giving him or her some discretion. “We do have to change the balance. Not an awful lot. But given the constrained environment we are in, we must look more closely and think more laterally about how we use discretion.”

The legislation and guidance put a great onus of responsibility on to the driver - to accurately report his working time, POAs and resting times to his or her employer. “I could be committing an offence that I could go to prison for but I have no way of knowing,” as one delegate put it.

The trade unions had accepted that members carry a greater degree of responsibility for their actions. 

The size of the administrative burden posed by calculating working time based on the reference period, especially for holidays and sickness, had not yet hit home, said one delegate. 

 “With specialist vehicles you can’t get agency drivers at two hours notice. It is going to be an administrative headache for traffic supervisors to find out who they can bring in so they don’t go over 48 hours.”

It was agreed, with some surprise, that there were not enough electronic systems that could be bought off the peg to help with that task and that at the moment, companies were faced with the task of developing their own systems. 
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