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Background 

Unilever Foods UK at Purfleet in Essex is the world’s largest spreads factory. Around 300 employees run a 24-hour, seven-day operation that produces around a million tubs per day of margarine brands such as Flora, Stork and Bertolli.

This is high-volume, high-speed manufacturing in a highly competitive international market. In the late 1980s, in a drive to reduce operating costs and improve efficiency, the company negotiated with its four unions a brand new way of working which ushered in continuous working, the introduction of annualised hours, and the abolition of paid overtime.

The main thrust of these changes was to transform the culture of the organisation from one of fierce demarcation – “If an operator picked up a spanner then the engineer would be up in arms” – and an overtime culture that saw some operators boosting their salaries by up to 50 per cent with overtime pay. Chronic overmanning, spiraling labour costs and low productivity meant Purfleet had become “the poor relation” of Unilever’s highly efficient Dutch and German operations – a position that left it perilously vulnerable to both external and internal competitors. 

What changes were implemented?

Eighteen months of negotiations between Purfleet and its trade unions resulted in a sea change in employment terms and conditions for all of the site’s employees. New Look Employment, as the new contract was called, ushered in 

· Seven-day continuous shift working

· a system of annualised hours and 

· the abolition of overtime pay. 

Other changes were:

· The removal of job demarcation

· A single-status workforce with a harmonised grading and salary structure

· Single-table bargaining.

Under the annualised hours system, every employee was contracted to work 1779 hours in a year. About 1700 of these hours were accounted for by rostered shifts, leaving a bank of 75-80 hours available for training, meetings and any other activities. 

In addition to the 1779 hours, the company could call upon workers to supply up to 282 additional paid hours, called “Committed Hours”, for unplanned contingencies such as

· short term sickness

· plant or equipment failure
· poor efficiency

· quality failures.

At the same time, there was a commitment not to call upon these hours for carrying out longer-term or planned activities. “We said, ‘we will be happiest if you don’t do any committed hours,’” recalled Purfleet’s manufacturing manager Frank Thompson.

A pay rise of around 30 per cent across the board – for office, production and laboratory employees alike - was essential in helping to get the changes voted through by the trade unions. “It went through by only a couple of votes – on a site of 800 people,” said Frank. The reason – shift workers didn’t like the idea, believing the company would make them work the full 282 extra hours.

Overcoming the problems

Numerous practical problems arose from this initial lack of trust in the annualised hours system. Operators feared they were always going to be by the telephone waiting to be called in to work committed hours. The company felt this created an important fairness issue that needed addressing – the system relied on a committed few who were called in disproportionately. 

Consequently, the company decided to split each shift into three stand-by groups to reduce the number of people who could get called at any time. Their standby times were rostered into the shift patterns so people knew when they were likely to be called in and could better plan their leisure time.

Leisure time is further protected by ensuring that people can be called in only once during a three-day break or twice in a five-day break, and they must have at least 36 hours’ break between calls.

The onus of responsibility was shifted towards the workers: rather than waiting for a phone call, they were required to call a Freephone number every morning and listen to a recorded message stating who was required that day.

Benefits to the business

The changes ushered in led to dramatic improvements in operational efficiency which rose from around 40 to 50 per cent in the first year of the contract and continued to climb to a peak of around 70 per cent by 2000. It currently hovers just below that mark. Productivity per head is now higher than in any other Unilever spreads factory. 

 “As soon as you start to take away the disincentives to perform, start to create incentives that make employees want to work in the same direction as you, you see change really quickly and it has been great to build on that in the years since,” said HR manager Nicky Clements.

The cultural shift away from confrontation and to a more problem-solving, teamworking approach was especially dramatic. “People wanted to try to get things operating well rather than constantly focusing on the next overtime opportunity,” said Nicky. “They genuinely want to make us a more successful site.” 

Though this is a much more difficult benefit to measure than performance indicators such as efficiency or productivity per head, it is important not to underestimate its importance, she said. “This culture change created very strong foundations for all our future change agendas because we are all working in the same direction.” 

Staff have become more empowered, allowing the company structure to become much flatter. Where shifts used to require up to four managers, many now operate without any as the need to control processes and drive performance through the shift has disappeared.

The factory has become highly “change-capable”, allowing it to adapt to new products and technologies extremely quickly and therefore improving its appeal to investors. For example, when Purfleet received a new production line from Germany to make a particular European product, it managed to achieve 80 per cent operating efficiency on its first shift, which was “absolutely unheard of”. 

Absenteeism has halved since the changes - it is now running at about 2 per cent for both long- and short-term absence, which is below the industry average.  Despite the 30-35 per cent increase in wages, total labour costs did not go up because of the huge reductions in overtime pay. 

Benefits to the employee include higher levels of basic pay – all of which is pensionable. This is an important advantage for Purfleet employees, the average age of whom is now 42.They have also seen a huge increase in leisure time. Four 12-hour shifts are followed in winter by a five-day break and in summer by a three-day break, and there are three rostered holidays – two of 12 days and one of 18.

Challenges for the future

“We have by no means got it cracked,” Nicky said.  “We feel that we have dealt with the problems of the past but others will be coming in the future.”

Some of the challenges the factory now faces are:

· Diversity and equality – Purfleet has a 90 per cent male workforce, even higher among shift workers and technicians. Twelve-hour shift working makes it difficult for women to combine the work with caring responsibilities. There is consequently a largely female office based population and a male manufacturing population. “This is not right from a diversity point of view and doesn’t create the healthiest working environment either,” Nicky said. 

· With the average employee aged 42, 12-hour manual shifts are increasingly causing health problems such as fatigue, back and knee problems.

· There is a need for further opportunities for flexible working, job sharing and part time working to achieve a better work/life balance. 

Questions and answers

What would you have done differently if you had your time again?

NC “I would have liked to get away with less of a pay rise. We are now one of the most expensive places to employ people within Unilever – significantly higher than most sites in Europe. Our manufacturing operators can earn up to £30,000 a year and we are in the top quartile of payers along the Thames estuary. While we do get value for money with the highest productivity per head in our sector of Unilever, increasingly for a factory to survive you do have to look at your internal competitors such as those in Eastern Europe. If we cost twice as much per employee and they are getting all the additional benefits of technology and systems they are learning from us, we need to be better and better to stay one step ahead of the game.

“We would have called on Committed Hours for more reasons. We could have used it for other things but decided only to use it for short-term sickness. Unfortunately that has become our employees’ understanding of what Committed Hours are for. As soon as people get used to it they forget the 30 per cent pay rise they had, this becomes the system they are working to. If you try to use it for something else, all of your great intentions and all the trust you have built up starts to hit a brick wall. 

“I would say, be very mindful of creating custom and practice. Make sure you use the full extent of what you have created. Having said that, at the time [our policy] built up a lot of trust, and that relationship delivers great results.

If you are thinking of introducing annualised hours, how do you open that dialogue with your workforce?

FT “We investigated what businesses had already done, visited them with our management team and union reps. Take the union or employee reps with you. Be very clear that there is a business need. What is your business environment and would this enhance your position?”

NC “If you don’t have employee or trade union representatives you will know who the key opinion formers are on site. If you get these on board you will start to crack it.”

Q When office staff got a 30 per cent pay rise even though they were not doing overtime, how did you sell that to the unions? Did it cause conflict with manufacturing employees?

“Yes, that is why the final vote on the deal was so close. With the levels of overtime people had been doing, as much as we always said to them don’t rely on your overtime for your mortgage, if you are getting it week in week out then you do come to expect it. There were always going to be winners and losers. Obviously office workers won. The people who manned the boiler house who were doing say 70 per cent overtime lost, so it was those groups who voted no to the deal. But we needed a step change in operational performance, we needed to get the pay deal through to have that step change. It was worth it in getting the deal through that everybody got the rise.”

Q Working those 12 hour shifts day and night is not a very healthy pattern, surely? 

“All the evidence is it is not healthy which is why we do have this issue going forward. But the one thing employees would have come out on strike over in the past 15 years is if we had changed 12-hour shifts to eight hours. You only need to come into work on about 140 occasions to complete your hours – if you reduce to eight hour shifts that would increase by about 30 per cent and they would lose their quality time. It is a real problem for us in terms of getting change.”

Q Weekend working – how did people feel about it?

 “There were a few people who didn’t want to, two left the business because of it. But within shift workers’ salaries is an allowance of £7,000 per year as compensation for working unsociable hours. You tend to get two types of people. Some say weekends and Bank Holidays are important so I can spend time with my kids. But you also get people who love having time off during the week – they don’t have to go to Lakeside when it’s busy, for example.”
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Background
The historic Colman's of Norwich factory was bought in 1995 by Unilever. Its main product is still
the famous mustard brand, though there are 300 different units in production at the site, which also houses Britvic's soft drinks operation.
Around 180 workers on 16 production lines produce 17,000 tonnes per year. Rather than high
volume production, this factory's aim is to be as flexible and responsive as possible, able to handle changeovers and quick start-ups on new products.
By the time of the takeover, the factory had already undergone enormous change. A new
managing director in 1991 was responsible for ushering in widespread changes in working
practices. "He wanted to leverage the people on this site. No more leave your brain at the gate - he understood we had a lot of high quality people and we had to start using them," explained Andy Watts, unit production manager.

A key part of this strategy was to make the site "A great place to work".
Annualised hours were at the centre of the changes. Before 1991 the factory was dominated by strict demarcation, a complex grading system, a "What's in it for me?" philosophy and a high overtime culture among hourly paid workers.
Andy's unit, making Dry Sauce Mixes, has a highly seasonal production pattern - 50 per cent of volume is produced in the four months up to Christmas. There was no flexibility to match labour to fluctuations in demand: some employees clocked up 70+ hours' a week including overtime during peak times while during quiet periods people were employed in other parts of the factory.
Despite active absence management, absenteeism ran at 6 or 7 per cent. Problems included
employees going off sick in the first week in January to maintain their pre-Christmas pay average rather than come back to a 40-hour week; while during busy times, people would call in sick on Tuesday and Wednesday having worked the weekend at time and a half.
What change was implemented?
The annualised hours package was introduced to the factory unit by unit in 1994 following a trial in one unit. All employees are contracted to work 1900 hours per year: 1732 of these are rostered hours, which are scheduled for the whole year in advance, and the remaining 168 paid hours are held in reserve, and can be called upon to cover for increases in demand or to make up for poor performance.
There are no bookable holidays - time off is rostered in one or two week blocks, though employee are free to swap their weeks off.
The factory operates on a "job and finish" basis - if a team reaches its production target inside the rostered hours, it can go home.
There are strict guidelines for calling people in on reserve hours: managers can call a team in for two reserve hours with three hours' notice, for four hours with 12 hours' notice, and for an extra shift with a day's notice. Saturday mornings must be called by 3 pm on Thursday.  These rules were vital in reassuring employees about the system, Andy said. Managers also made clear that their aim was not to use reserve hours if possible.
The system worked on the principle that whereas hourly pay meant people were rewarded for
working slowly and inefficiently, annualised hours allowed the teams to be rewarded with extra
leisure time for working more efficiently and smartly.
Though overtime was effectively abolished, the new scheme saw an initial increase in the wages bill of 6 or 7 per cent. Salaries were calculated by adding up total hourly pay for 1732 hours, and adding time and a half for the extra 168 reserve hours. The company then raised those salaries by 2 or 3 per cent to attract people to the new scheme. There was also the promise of a 5 per cent performance bonus, payable quarterly, if the change to annualised hours was voted in. "From a management perspective, this was a leap of faith that there would be added benefits in terms of increased productivity," Andy said.
While there were clear benefits for staff - basic pay went up, and was paid monthly into bank
accounts, making it easier to get mortgages, for example - management recognised that the
changes required a great deal of trust from employees. They were giving up their cash in hand at the end of the week, and their ability to choose when they went on holiday.
"The operators and engineers were staring into a black hole. We wanted to shine a light in there and say this is what it would be like. I tried to engage with as many employees as possible, not just the trade union representatives, to bring it alive by showing them different options for how the rosters could be organised, what time off they would get," Andy said.
Largely due to this groundwork, the operators' union GMB accepted the deal almost immediately, although the engineers, who had most to lose in terms of overtime pay, were more resistant and rejected the deal several times.
The benefits
Despite the initial climate of suspicion and fear, the scheme changed employees' attitudes almost overnight. People started to see work from a new perspective - to realise that they could influence their own environment and improve their work-life balance. The new way of working was much less stressful as hours reduced and people began to think about how they could do their jobs more simply and easily.
The system is based on fixed teams of operators, engineers and a team leader, who turn up for shifts or reserve hours together. This fostered greater team spirit. Peer pressure and the desire not to let the team down meant absence dropped overnight to 2.5 per cent, helped by the fact that sickness absences of less than a week were not covered.
Four years on from the introduction of the scheme, the results were clear and measurable:
• Operating efficiency rose from 55 per cent to 85 per cent
• Waste fell from 5 per cent to 2.5 per cent.
Teams started setting their own roster patterns, liaising direct with the planning department, and calling their own reserve hours as necessary. This not only added to the atmosphere of
empowerment and trust, it also freed managers to concentrate on more strategic work such as implementing process improvements.

In the same spirit, no-one clocks in and off any more. Team leaders receive circa £2,000 per year extra pay to monitor attendance and carry out leadership tasks within the team. This meant extra savings, with the disappearance of a number of HR and payroll jobs.
The end of the "What's in it for me" culture manifested itself in the willingness of employees to
come in voluntarily for meetings during their weeks off and their keenness to contribute
improvement ideas despite the ending of "points win prizes" schemes.
The changes meant the dry foods unit was able rapidly to respond to an increase in demand in or of its main products from 75m sachets to 100m per year.
Challenges for the future
The factory is currently considering how it can take annualised hours forward. Options that have been mooted include limiting the practice of "job and finish", or rostering in total hours and getting rid of reserve hours. But it has decided against both: these aspects have been vital motivators over the years and have allowed the company to build up an enormous amount of trust and cooperation with workers on which to build future improvements.
The factory is now keen to encourage employees to think beyond their short-term goal of getting the job finished so they can go home. "We don't want to lose the positives, but we would like to gain some longer-term vision," said Andy.
Its aim is to better educate people about the long-term goals and key performance indicators that will influence the factory's success over the next five years.
"Our mission now is to have a factory in Norwich in five years time. Our products could be
produced in Germany or France or Northampton. We want them to be produced here. Our site is now very inwardly focused. It is about optimising performance on this factory so we stay open."

Questions and answers
Q What happens if you use up all your reserve hours?
AW "We review the situation on an annual basis. Some units have got very close to using all the hours in some years - we have got up to 1880 hours out of a possible 1900 per person. But we do not want to reach that point - we do not want to pay overtime on this site. Number one, there is no budget for it. Number two, if we do we have proved that the scheme can be broken, that there is a route to more money if you can perform badly enough. Normally people will work between 50 and 100 of their reserve hours. Some years, people have worked zero."
Q But what if demand goes up - and stays up?
AW "That has happened. If it does, we will expand from three to four teams, initially filling with

   temps and then making that team permanent assuming the demand continues."
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The Unilever Purfleet site is the world's largest spread factory running a 24 hour, 7 day a week operation that produces 1 million tubs of margarine a day
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Summary


• 	The historic Colman's of Norwich factory was bought by Unilever in 1995


	- the factory focuses on flexibility and responsiveness rather than high


	volume production and aims to handle changeovers and quick start ups


	on new products


• 	The arrival of a new Managing director in 1991 ushered in a completely


	new way of working - to make the site a great place to work and also


	secure its future.


• 	Following initial trials a system of annualised hours was introduced to


	reduce levels of overtime and encourage people to work smartly and


	efficiently on a job and finish basis


•	 Introducing the scheme respresented a leap of faith as the salary bill


	increased by 6-7% but within four years of introducing the scheme


	operating efficiency had risen from 55% to 85%.


• 	Absence levels dropped from 6-7% to 2.5% and waste levels halved


• 	The factory which is highly seasonal is now far more able to respond


	quickly to increases in demand and match labour to fluctuations in


	demand
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