PD02 A2 Assignment


[image: image1]
Is your organisation leaner or more Agile? Discuss the extent to which either concept applies to your place of work and draw a conclusion based the arguments you present.

Essay of no more than 2,000 words (+/- 10%)
---------------------------------------------------------------------------------------------------------------------------

I declare that this assignment is all my own work and that I have acknowledged all materials used from the published or unpublished works of other people. All references have been duly cited.
To answer the question whether my organisation – Wunda Group is more Agile or Lean first it is required to shortly describe the differences between Agile and Lean approach.

Agile - focuses on users/customers, managing uncertainty, delivering a working product, applying its principles, Agile is often associated with chaos and can
 ‘mutate’ into a company ‘religion’.

Lean - focuses on eliminating waste, managing the process, delivering value, but in practice in many organisations it is used as a pure is a cost-cutting measure, sometimes a company can be lean just for the sake of being lean, without ever realising the projected benefits.

The above descriptions briefly illustrate the methodologies/philosophies in question, both of which are widely used across industries and multiple companies. Corporations around the world typically focus on implementing one of the two philosophies, either through smaller efforts or large-scale programs. Nevertheless, an increasing number of companies is trying to use both theories, either standalone or as a combined approach across various departments. 

The desire for driving down costs, increasing revenue and pushing for optimisation creates the need to use both techniques interchangeably, or for different departments of the same company to use a different method to fulfil needs of the customers and keep the company on the market.

My organisation - Wunda Group which focuses on selling underfloor heating systems and parts to multiple customer segments uses various methods and tools at its disposal to increase efficiency, drive down cost, and increase profitability. To analyse if Wunda Group is leaner or more Agile, one needs to look at key departments within the company. 

Sales department

This department provides the customer with advice about products, warranty options and provides price estimates for customers. In all of those activities, the Agile approach is more common.

CAD department (computer-aided design)

This department prepares CAD drawings of all the pipes and installations needed for installation of our underfloor heating system. This unit also uses the Agile approach to meet customer demand (customer can choose different layouts of pipework, different pumps and types of pipes). Supporting customers in the shortest time possible and to quality is always the top priority for CAD technicians. Also, company policies of providing the customer with all required changes to design free of charge create added value for the customer but a lot of waste for the company.

Waste in this department is very high due to the volume of changes requested by customers even after the first drawings are finalised and approved by the customer. Often customers change their mind next day and a lot of work and time must be used to fulfil customer needs, also paper for drawings and use of IT software and hardware increase because of that.

Therefore, this department is far from Lean and generates high costs and waste. Unfortunately, due to the importance of the work done it is hard to reduce waste, as any cost-cutting in this department could affect all other areas of the company with a negative impact on sales and customer satisfaction.

Finance & Accounting department

Department which definitely can be classified as Lean is the Finance & Accounting department. This is mainly driven by the company accountant who is a long-standing Lean practitioner, who is heavily focused on removing financial waste and cutting cost is. All small and significant purchases, starting from personal protective equipment (PPE), such as gloves for the warehouse staff and finishing on new computers or software for the CAD department need to be approved by the chief accountant. Thanks to that approach the company stays profitable and can absorb the cost of the necessary waste created by a few departments.

Research & Development department

At the same time, there is also Research & Development department which is responsible for new products being introduced by the company. This unit uses one vital part of Lean - the focus customer needs, but at the same time, it ignores all the other Lean techniques, with particular disregard of costs. This is where the Finance & Accounting department steps in to review the financial feasibility of product propositions.

Technical department

The Technical department is the leanest part of the company, involving only one person with the necessary IT equipment. All costs are minimal as money is spent only on wages, phone bill and running the related IT equipment. All of the required support is being provided over the phone and using emails and does not create unnecessary waste.

Warehousing department

In case of my place of work which is the warehouse/distribution centre of the underfloor heating products, Lean is more useful and applicable due to high costs of running such operations places, and the constant pressure to reduce operating costs by reducing waste (Muda – in Japanese from where the Lean system originates). A large volume of products coming to the warehouse allows Wunda group to cut prices and increase the profit margins. Low margins force the warehouse to reduce costs and eliminate waste, to keep the company profitable. Due to the volume of products carried, the warehouse is large which also creates challenges of costs of rent and electricity for lighting.

As far as rent is concerned, the cost was reduced by moving the warehouse from a more expensive location in Caldicot, East Wales, to a much cheaper location in Bridgend, Mid Glamorgan. In Bridgend Wunda Group was able to rent a big warehouse on an industrial estate with all the necessary utilities, with the warehouse being already prepared, as it used to be a property of Sony Corporation, serving as a warehouse for TV set parts.

To reduce waste and make warehouse leaner a light-emitting diode (LED) lighting was installed and that reduced costs (waste) dramatically because LED lighting needs only 30% of energy consumed by a standard lightbulb. Another way to cut cost and eliminate waste was achieved through the introduction of energy efficient tools like wrapping machines (which use only 50% of electricity compared to the old models) and also by being faster and more material-efficient (this machine is using less wrapping film than old models) the level waste is being reduced dramatically. Another hardware equipment which helped to make the warehouse more efficient was the introduction of a new electric forklift which is cheaper to operate than diesel/gas models and also due to low noise emission increased the comfort of work for staff which allows people to be more productive. To save money on transport bulk items are collected in the evening by transport company which is using a double-decker trailer which allows reducing costs of haulage for both the transport company and us and which in the long run allows us to reduce the end cost for our customers. Also choosing a transport company with a wide range of cooperating distribution centres across the country enabled us to cut delivery times, allowing next day delivery of palletised goods.

Receiving large volumes of goods (whole shipping containers) creates the problem of high cost and lack of storage space. To reduce this problem special high racking was installed which allowed us to store more goods on pallets per square meter and enabled us to control the flow of goods in and out of the warehouse more efficiently. This further reduced the amount of time needed for warehouse pickers to locate and pack goods for the end customer.

To reduce the amount of time needed for various activities as part of the daily operations of the warehouse, a more advanced computer warehouse management system called Dexterity was introduced. The system keeps track of every item location and also confirms picking lists and directs warehouse staff to the location where a specific item is stored at, it also stores previous picking patterns and helps to prevent errors.

All of the technological enhancements and upgraded hardware tools make Wunda Group more effective and efficient than when it was founded 11 years ago.

All of the above enhancements would have a limited impact without the right management system, training and attitude of employees, which are needed to reduce waste and support the survival of the company.

Day-to-day Lean management starts when tasks are assigned to each member of the team according to the skillsets. People with better picking skills receive more picking tasks, with people with better driving focus on tasks involving driving forklifts, etc.

Each member of the warehouse team is trained accordingly, to maximise time and resources to make the overall operation smoother and more efficient. Pickers are trained and instructed to use a minimal amount of new packaging if possible, with focus on recycling suitable packaging.

To cut the cost of materials, we send goods to our customers using pallets which were used to deliver to us, the same principle applies to boxes which are re-used again if suitable. If not we pack all goods using minimum packaging which still provides the proper amount of protection for customer goods. All goods are sent by the courier who provides the best value for money, which also helps to create a more Lean environment for Wunda Group. Also, customer service provided by those delivering companies makes our company leaner. For example, DPD (our main courier for parcel deliveries) after receiving goods from us to its distribution centre will inform the customer by text message or email that his parcel is on its way. Next day the customer will receive a text message or email with the delivery time slot (usually one hour slot time).

The customer also has the opportunity to go online and track in real time the current location of the parcel, with the identification number of the driver being provided in case of any issues and complaints. DPD also provides an option for the customers to change the delivery address or the date and time of delivery. All of above options are available online and most of the time free of charge.

Our palletised goods delivery company Freight Movement provides a very similar range of services to our customer with only one exception, due to the size of goods and vehicles they might charge extra for any changes of address and delivery dates.

Thanks to that our customers’ time is saved, and the overall customer experience is much more positive which allows further elimination of waste in the form of returned goods, complains, and customer dissatisfaction, all of which also generate additional work and impact costs, staff morale, and overall profitability.

Because of the limited number of complaints and returns the staff time saved can be redirected to different more productive tasks like keeping warehouse tidy and well organised, which in the long run helps to reduce further waste of materials and time for completing daily tasks.

In case of our warehouse in Bridgend, Lean practices mean mainly saving resources, both in the form of raw materials, as well as human resources and providing customers with what they want and how they want it.

Taking all of the above initiatives into consideration and how the business approaches day-to-day operations, I am of the opinion that Wunda Group is leaner than more Agile. One can observe that Lean tools and techniques are applied across various departments, with the company warehouse being the leader in the application and sustainability of Lean ways of working.
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I did like your descriptions of how your company operates, but it could have been supported by evidence from some of the leading “Lean thinkers” such as :

Emiliani M (2006) Origins of lean management in America: The role of the Connecticut businesses, Journal of Management History, Vol 12, Issue 2.

This would help to support how your company made the decision to be lean and stay lean, within the Warehouse environment.

Or

Putnik G (2012) Lean – v – Agile from an organisational sustainabiblity, complexity and learning persepective, The Learning Organisation Vol 19, Issue 3.

Which could have put agile – v lean in to some context in respect of the Customer Services/Design – v – Warehouse operations.

I got the impression that customers changing their minds after signing off the requirements and solution offered by your company, is a cause for concern in fact consumes significant resources for redesign etal, you make no mention of how your company is tackling the obvious wastefulness, to reduce costs, whilst proscuting a strict cost control within the warehouse, it seems one is subsidising the other.
The assignment was well written, but you could have signposted your conclusion more clearly.
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