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Background

Excel Assemblies, founded in 1987, supplies outsourced manufacturing facilities and resource to a range of clients in the rail systems, defence, medical and aerospace industries. It currently has 85 employees at its Port Talbot site.

Excel Assemblies underwent rapid growth throughout the late 80s, by 1990 it had expanded from the two founders to 120 people. “Firefighting was a way of life – everything was an emergency,” says founder John Bosworth. “Everything we did for customers was late. 

“ We had to have more phone lines put in because of more phone calls, not more sales but because customers were chasing their orders or complaining. Our investment was nothing to do with making more money but to do with stemming the flow of a crisis.”

There was a traditional command and control culture, with a very regimented style.  A heavy blame culture had also developed.

“We were bringing in what we thought were professional managers – their baggage was all about departments. Production [thought] planning were the enemy as they never had enough resource at the right time to do the right stuff. The quality department used to snoop about looking for stuff and send it back. Production was left holding the baby and trying to get it through.”

As desperation grew, quality started to slip and people became confused about what acceptable standards were.  There were huge “Work in Progress” areas  – “we had unfinished goods everywhere. There was no flow in the process. We would start orders, put them on the shelf, start another order, nothing really got finished. We didn’t have enough boxes to keep our products, so we had to invest in more racking.”

The company suffered high absenteeism rates. Overtime was out of control – costing 15 to 20 per cent of output every month.   “We didn’t have a sickly workforce, we had a sickly company,” said John.  “Quality – product and life – was pretty poor.”

Kay Morgan, then on the production line, recalled the low morale among the employees: “I felt like I was getting nowhere, I just kept plodding along. I just felt if I could have gone home and put [the parts] under my pillow and made them during the night it would have been great.

“When people were taken on they were asked could they work 10 hours overtime and I do believe that whether they got jobs depended on whether they answered that question right.  “Sometimes by the end of the month, you might be sat there with boxes piled up, it became a question of working overtime to get the orders out.

John remembers: “1995 was the turning point for me. I knew things had to change. Even with 120 people and 20 per cent overtime costs, we still couldn’t manage the business. We were investing in things just to try and contain problems. My customers were leaving. That meant we were going to go bust.”

What changes were introduced?

In 1995 the company moved to Port Talbot with a brand new workforce of 40. It took on 3i as an investor and began to talk about growing the business.

“We knew we had to come up with a new business plan. We had heard about something called Policy Deployment from the Wales Quality Centre – it sounded interesting,” says John. 

“It was all about process. The idea was that if you have a perfect process then the products you build should be perfect. If there is anything wrong with those products it is because the process has let the person down.

“It was a new paradigm for us because we had been a heavy blame culture. When we started to focus on process, it started to feel right.  It talked about not what went wrong and who did it, but what went wrong and how did the process let them down? We thought this had to be a better way of doing things. 

“It talked about having a vision. It talked about having feedback, about talking to people, understanding what they need.  “The differences were really about human behaviour, how you treat each other.”

The directors started writing a vision document – what they wanted from the business and how it wanted the culture to be.  “We talked about aspirations, treating each other with respect and honesty. That people could ask questions without any comeback.”

It was on a Welsh Development Agency visit to Mitel that John met Alan Kirkham, an inspirational chief executive who became a valued mentor for many years.   “[Alan] had turned [Mitel] upside down…if you had gone in there some days you would have seen Alan on the reception area greeting you. He believed in mixing it around and understanding the problems by doing the job.”

The main elements of Excel’s Vision included:

· Company run by its professional members

· To operate with speed and agility

· To measure only the Vital Few

· To make coaching a way of life

· To never offend

· To challenge without fear

· To foster a can do attitude

· To have all members salaried

· To be the “Best on Earth”.

A key element in achieving this vision was to banish the overtime culture. “What we had to do was get a stable plan with the right processes in place so there would not be any more overtime. Lean manufacturing tools and techniques helped us get where we wanted to be.

“It was about getting the right systems and measurements in place. We were an end-of-the-month company. The last week of the month, everybody was working all the overtime they could to get the materials in at any cost to hit this number at the end of the month because that is the way it was measured. Today we don’t recognise the end of the month – everything is measured by hours or days. That had a big effect on people’s thinking.”

Having reduced overtime, Excel Assemblies offered all of its workers a monthly salary in place of hourly wages, with a 20 per cent increase to allow for the loss of extra pay. 

What issues did you face and how were these dealt with?

John described how employees went through the classic “transformation curve”, with feelings of shock followed by denial, blame and uncertainty.  

This was perhaps most marked among managers, John said. “All of a sudden the managers couldn’t see where their empires were. It was not about command and control any more, it was about asking people their opinions, about how they thought things should be done. It was actually not managing people now, it was coaching.”

Communication, trust and education were the key factors that helped overcome the resistance to change. 

It was vital to be honest and “treat people like adults” in order to gain their trust.  

The company invests heavily in training – averaging 310 hours per week, or 17 per cent of payroll in learning from NVQ level 2s, IPC 620, to lean techniques and coaching.  “Our competitive advantage is the six inches between our ears, giving the customers a service they can’t get anywhere else,” John said.

What were the benefits of the changes?

Today Excel employs 85 people but manufactures far more than it ever did with 120. 

The company has seen huge changes in its markets since 2001, and the fact it has been able to establish itself and build a track record in new industries so fast is down to the fact that its employees are highly adaptable. 

The benefits for the individual are that “Our people can go out into the workplace and get a job anywhere with the skills that we give them.”

People also have more control over their daily lives and so more job satisfaction. Teams’ understanding of process techniques allows them to self-manage to a large extent.

“If the team has got a problem, and needs to come in to sort it out, they will come in and do whatever is necessary. I don’t know about it - they do it of their own free will.

“It is a lot easier to manage people because they understand what they have got to do, why, and what is in it for them. You go into our business today and ask anybody, they will tell you [how much] we made yesterday. It is powerful for people in the business to know if they are doing the right thing.”

Questions and answers

Q Was it difficult to persuade people to forego their overtime pay?

A 65 per cent of employees went for it. There was outside pressure, for example from partners. But on the whole if you ask people whether they want to work Saturdays and Sundays or get paid as if they were, they will take the time off. 

Q With self managed teams how can you be completely sure your people are not replacing overtime with unpaid overtime?

A Well, come 4.30 there are not many people hanging around. We manage full systems for our customers. Some of our customers are only working on two or three days’ worth of buffer stock. If they haven’t got the bits then they would let us know about it pretty quickly. So teams must be managing within the times that they have got. 

Also, those 310 hours per week education and training hours are hours we can call upon to expand capacity if we need to. The more education hours that we are seeing, the more we have in reserve. If a customer comes along and says I have got some work, would you like to do it, we can. It is the process of waste elimination – taking all the unnecessary bits and pieces out of your business. 
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Background

PerkinElmer is a global organisation operating in 125 countries with 10,700 employees. It produces specialist equipment for a range of industries such as aerospace, optoelectronics and pharmaceuticals. This case study concerns one small site in south Wales of 88 employees, which makes hi-tech measuring and analytical instruments.

The Llantrisant plant faced stiff competition both from within the huge PerkinElmer conglomerate, and externally. Unable to compete with low-cost operations in, for example, China, it was being forced to “skill up and move up the value chain, do something different for the customer,” Jacqueline Royall said.  “It is the value that comes from the services that go around these products, not just making them, that will get you the sales and the profits,” she added.

But that value-added service was non-existent when Jacqueline was parachuted in in 2001.  “We were paying overtime like you wouldn’t believe, there was no profit, the customers were exasperated and cancelling orders, they didn’t want to know,” she recalled.  “Extreme overtime was a way of life. They had got used to it but it was not good for the workforce, the customers or the shareholder.”

“As far as we were concerned we were doing everything right,” recalled Amicus shop steward Carl Holder. “When the product should have been going through the door in five days, we thought it was great that it was going through in seven.”  Many employees, especially managers, held firm to a belief of “This is how it is - you can’t change it,” Jacqueline said. “That was so powerful. We had to bust that paradigm.”

The average age of employees was 41; average service was 13 years. Many people had never worked anywhere else. “No one had given them any exposure to anything outside,” Jacqueline said. “They really thought they were protecting their own people.”

What changes were made?

One of Jacqueline’s first moves was to bring in facilitators from management training company Dale Carnegie. 

“We took 20 people from around the shop. We took the managers of course, some supervisors and then we took people that had quite strong views and would be quite vocal. "  The team locked itself away for four days. One of the exercises was drawing posters – what did Perkin Elmer look like today, how did they want it to look in the future? 

“We got crossroads, tunnels, a blind man at crossroads. What they wanted was smiling faces, bells, coaches, people holding hands.”

The real importance of this training was to enable people to articulate that they wanted change, and discuss what that change meant for individuals. 

“So we created a vision,” Jacqueline explained, “something we could all understand, about being better, being aspirational. What did we think was important about how we worked together? We came up with about 10 and voted on them and the most important four were commitment, honesty, teamwork and trust.” 

Some tough times followed. Most of the management team either left of their own accord or were invited to leave.  The priority for Jacqueline and the new management team was to stem the haemorrhaging of cash. “We knew we had to cut the workforce by one third and quick – we didn’t want the remaining employees to associate the improvement techniques with people losing their jobs.”

Jacqueline’s MSc in lean operations told her the first thing to do was draw a “value stream map” which helped to identify which parts of the manufacturing process added the most value to the product and which were a waste of time. 

“All the customer wants to pay for is the right product at the right time, right first time,” Jacqueline pointed out.  However, in reality, this “value-added” element of manufacturing only makes up a small percentage of the costs – no more than 5 per cent even in the best plants. The rest is accounted for either by those parts of the manufacturing process that are necessary but do not directly contribute to the product – for example, activities around process design and legislative duties – or waste. 

As for the non value-added but necessary element, “You want to get it under control and not have huge amounts of effort and time going into it,” Jacqueline explained.  But eliminating waste from the process and passing these savings on to the customer is where competitive advantage lies, the lean theory goes. “If you could get rid of all that waste in British industry we wouldn’t have to worry about China,” Jacqueline said.

Eliminating waste was the key to reducing overtime at Llantrisant. This meant “cleaning up the data, using it effectively, not wasting time,” said Jacqueline. 

“When I left [the company] there was no overtime at all, so we had to get them to buy into that. We had to help people learn simple tools to eliminate waste. It was a long haul.”

The key, according to Jacqueline, was to help people understand the difference between what causes something to go wrong and the effect – this allows you to focus on sustainable improvements and to move away from the blame culture that stifles effective problem-solving. 

For example, “Our biggest problem was material shortages. Why was it happening? There were many reasons. There were incomplete products everywhere. What were we going to do?  “In reality there were many, many reasons for it. So we used the pareto technique to analyse and prioritise these and then we set to work on the most important ones. This is a tool we should teach everyone in school – it is something everyone can understand.”

The Llantrisant business model now revolves around leadership and people development. “If you concentrate on just the hard skills, it is like seed on dry earth, it has nothing to take traction in,” Jacqueline said. “Unless you coach and develop and help people through problems you will get nothing. The hard tools help you to refine and get at things. But if you can only do one thing, it should be people development.”

All the main supervisors went through a 12-week long Dale Carnegie personal development course. “One night a week, they went in a bus together, went for a meal, went to the course, went for a drink afterwards. They started to talk, got to know each other. And they saw that everyone came to work and did the best they could. The problem was not communicating the process and not understanding the problems.”

Groups of employees were also sent on a one-week personal development course. This prepared them for change, and brought trust and confidence in the process. As part of a learning company people were sent to see other factories in action.

The aim was to involve those who were actually doing the job in bringing about improvements. “It is the people at the bottom of the hierarchy who are actually adding the most value,” Jacqueline pointed out. “Managers should be providing the coaching and support networks, using their creativity to make the processes better, not running around finding parts every day.”

What were the problems and how were they dealt with?

“One of the biggest issues was that no-one would talk to each other,” said Carl Holder. When parts were late we blamed purchasing – “we are working late because of you”, that started the blame then for everything. We were out of control.” 

As with any culture change, people had to go through the transformation curve – from the initial first shock, through uncertainty, loss of confidence, confusion and crisis until finally they were prepared to accept and explore the changes and complete the transformation. 

“In the middle of the change process, it is like a dark and noisy tunnel,” Jacqueline explained. “Everyone is saying, let’s go back.” The challenge for leadership is “to stay with it and be strong, and it is difficult because you doubt yourself - but suddenly you shoot out the other side. Things start to change very quickly.”

The absolute key is commitment from the top, Jacqueline believes. And it is important for leaders to be realistic and honest with the workforce. “At all hands meetings people would ask, can you guarantee we will have jobs at the end of all this? I would say I guarantee if we do this you may have a job, if we don’t then I can guarantee no-one will have a job. But if the worst comes to the worst you will be in the best position to go out and get another job. I think people have to take responsibility for themselves, to be competitive in their own right.”

Another key lesson was the importance of warning people at the beginning that things would get worse before they got better. “Your metrics will go in the wrong direction – people need to be aware of that.”  After about a year, however, the transformation started to show results. It was important to celebrate the successes loud and often – to “overcommunicate”.

Once people started to recognise the benefits of the changes, according to Carl, everyone wanted their particular problems to be dealt with immediately. “The important thing was to use data, not opinion,” said Jacqueline. “When someone wanted their item at the top of the list, we showed them the pareto of cause and effect, and said, we will get to it, but this is the priority.

“There are still people who have not fully engaged with the process, who are waiting for the factory to close so they can say, I told you so!”

Results

The changes had a £1million impact on Llantrisant’s bottom line. 

Over $1.2 million was saved through the elimination of waste, such as 

· A 99 per cent improvement in overdue instruments

· A 27 per cent reduction in the hours required to make one instrument

· An 89 per cent improvement in customer backlogs

· A 125 per cent improvement in schedule adherence.

The enabled the Llantrisant plant to bring in four new products with a third less workforce. 

Questions and Answers

Q Which bits do you do first?

A It depends on the crisis – what is limiting you most?

Q How do you get people to move away from the blame culture?

A Our work with Dale Carnegie helped a lot. We knew we were all facing the same way towards the same goal.

The tools and techniques do help. Once you have agreed on a tool, and everyone understands what it means, it becomes not a blame thing but getting to the root of a problem. It allows people to look at things differently.

Early on we took people out of the environment and gave them some training in lean techniques. That was challenging, there were some people who weren’t comfortable coming out of their work environment and into the classroom. A lot were nervous of asking the questions and that they might have to stand up and say something. But once we got over that, and created the right environment, that gathered momentum. We piloted it in one area and people would see the improvements they were making, small things to make their work easier and people then said when are we going to be doing it? We involved everyone in the company. 

Q Do you measure adherence to the key values in any way? Are the key values built into 360? How do you know they are being held up across the business?

A We are an Investor in People, and the independent assessment is based on a cross-section of views. This has happened since the changes. We do some 360 with the leadership teams. We have meetings every day with each of the cells and discuss anything to do with that cell. There is a good feel to these meetings. People talk about the values all the time.

Discussion

The TUC pointed out that many of the companies in Wales that are successful are learning companies that create a partnership with their unions. “People often say it is the shop stewards who drive through the changes.”

PerkinElmer’s Jacqueline Royall pointed out that “we know each other very well, we went through a lot of pain together and I think we shared everything – business plans, profits, etc. I am a firm believer in that. It is a tough job being a shop steward, you get it in the neck from the employees and you then have to deal with the managers. I don’t think it matters if it is a union or a works committee - if you can create a business understanding with a few key individuals who can disseminate that, you get early feedback, you get early warning signs if things are going wrong. It is about communication – managers have a huge responsibility.

Also, the culture is changing in the unions – we all have to go through that change curve. It is about accepting the reality of the situation. We cannot save jobs that we can’t compete in.”  Carl Holder, shop steward at PerkinElmer, said unions had a responsibility to send out a positive message. “We are there and involved in everything. That doesn’t happen overnight – we built a relationship over time, built it on trust on both ways.”

Delegates agreed that even if there is no formal representation it is important to have some medium for communicating the change message – if you try to speak to a whole factory, especially a factory with shifts, the message gets lost: what you say and what people hear are not the same thing. The bigger the organisation, the harder it is and the tools and techniques you are trying to integrate can fall by the wayside. 

One organisation described how it dealt with 12 unions on a weekly basis. The communication strategy was pivotal. “By including the unions they are able to sell our message to their members. They are able to do half of our job for us. It is getting to the point now where the lines are blurred between regular representatives and HR departments. The barriers are down, they see we are trying to create jobs, they get the benefits at the end of the day.”

Culture change also relied on having the buy-in of top management. In one case, success came with the appointment of a new chief executive. "Before that we had three in four years – it was change for the sake of change. The new leader gave us direction and values we could work with.”

It was agreed that this was key – if you don’t have the person at the top “walking the talk” it won’t filter down. They have to support the process, to remove the barriers to change that employees can’t remove themselves.

Also, lack of buy-in at the top increased the risk of the change process getting knocked off track. “Then, when you try and introduce it again you get resistance – “Oh, we tried that stuff, it doesn’t work.”

It was seen as vital to create transparency, to show there is no hidden agenda – through open-door policies and two way communication – to win the trust of the workforce. 

Delegates agreed that management should be open about the failures as well as the successes. Only by acknowledging mistakes can you learn from them.

An open environment was essential, where people could say if things were wrong. The most dangerous position to be in was where people tell you “what you want to hear, not what you need to know”. Otherwise, problems often come to light only when it is too late to do anything about them.

Involving employees in decision making and being open about the options was also identified as important: then, if things don’t go according to plan, “you have got a good team to pull it back to where it needs to be. It is not seen as failure but as a need to change direction.”

The delegates acknowledged that sometimes managers could pay lip service to the new values while not always following them in practice. It could be hard for teams to speak out about the problems they are facing with managers. But if you have a balanced measuring system you should see performance differences between groups and then you can start to tease out the issues. 

Summary





Excel Assemblies supplies outsourced manufacturing facilities and resource to a range of clients in the rail systems, defence, medical and aerospace industries.  After a period of rapid growth by the mid 1990s firefighting had become a way of life.  A blame culture had developed and the firm had high absenteeism and overtime was costing 15 to 20 per cent of output every month.





In 1995 the company moved to Port Talbot, took on 3i as an investor and began to talk about growing the business and developing a new business plan and vision for the company. 





Key elements in this new vision were: operate with speed and agility; coaching a way of life; challenge without fear; foster a can do attitude and all members salaried.   Essential to this was banishing the overtime culture. 





Excel started to focus on process – ensuring the right processes were in place and eliminating waste to deliver a stable plan.  Communication, trust and education were the key factors that helped overcome the resistance to change.  





Having reduced overtime all staff became salaried and were given a 20 per cent increase to allow for the loss in pay and the company now invests heavily in training – around 17 per cent of payroll.





Today Excel employs 85 people but manufactures far more than it ever did with 120 – and despite the huge changes in its markets since 2001 Excel have built up a track record in new industries quickly since its employees are highly adaptable.  Staff also have more control over their daily lives which has led to an increase in job satisfaction. 








Summary





Perkin Elmer Llantrisant faced stiff competition both from within the conglomerate, and externally. Unable to compete with low-cost operations, it was being forced to skill up and move up the value chain.





This value-added service was non-existent and extreme overtime was a way of life before the arrival of Jacqueline Royall heralded the start of a change programme in 2001.





One of Jacqueline's first moves was to bring in facilitators from management training company Dale Carnegie to run a four-day workshop for key managers, supervisors and employees - to enable people to articulate that they wanted change, and discuss what that change meant for individuals. 





Through training and development, her priority was to help employees understand the difference between what causes and the effect to allow them to focus on sustainable improvements and to move away from the blame culture.





Eliminating waste was the key to reducing overtime at Llantrisant – identifying which parts of the manufacturing process added the most value to the product and which were a waste of resources





After about a year, the changes started to show results. It was important to celebrate these successes loud and often – to “overcommunicate” them.





The Llantrisant business model now revolves around leadership and people development and the changes have had £1million impact on Llantrisant’s bottom line including a 27 per cent reduction in the hours required to make one instrument

















