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Definitions: A-D

Accountability
Accountability means being responsible for a task or outcome

Aims

The overall goals of a business, department or function

Authoritarian management

A method of management in which managers dictate to their subordinate

Batch production

Production methods involving producing a quantity of units of product with the same specification before changing to the production of a quantity of units with a different specification 

Benchmarking

Benchmarking means establishing a standard of product by comparing processes used with those used by another company 

Buffer stock

A level of stock that provides a safety reserve than can be drawn on in case of delays in delivering new stock or an unexpected increase in production

Capacity utilisation

The actual level of production as a percentage of the total level achievable by fully using all the resources of a business

Capital intensive

Production using a high level of capital equipment, such as machinery, in proportion to labour

Centralised structure

Organisational structure in which power and authority for decision-making is maintained by a central person or body

Change management
The management of changes and developments affecting employees in a business

Consultation
Decision-making involving obtaining the views of others who will be affected by the decision

Corporate culture
The system of attitudes, values and commonly accepted practices of people in a business

Decentralised structure
Organisational structure in which power and authority for decision-making are devolved to those responsible for specific areas or the business

Delayering
The process of reducing the number of layers of management in an organisational structure
Part 6 – Lean Production

Section 6A: Summary of Key Information

a) What is ‘lean production’?
Lean production describes procedures first developed in Japan and intended to reduce waste in terms of materials and time, and to improve quality. The main factors in a lean approach are:

· quality circles and kaizen groups

· time-based management techniques, such as reducing product development and lead times

· a just-in-time approach to production, purchasing and stockholding

· cell production, which involves arranging groups of workers and machines into ‘cells’, each of which produces an identifiable part of the final product

A culture of lean production also implies a progressive approach to human resource management, including methods of team-working, flexible working and the empowerment of employees.

b) Cell production

Cell production is a method used in kaizen, or continuous improvement, where the aim is to improve the methods and quality of production on an on-going basis, rather than through major changes in response to problems that occur.
In cell production, employees are organised into teams, or cells, each of which work in the same section or process. Cells operate as self-contained units and are responsible for the quality of their work and the effectiveness of their procedures and methods. In this way, they act as ‘quality circles’. Since they are directly involved in doing the work, they may be able not only to foresee problems with methods, procedures or quality before they arise but also to be able to suggest feasible solutions. Working together in cells or teams with responsibility for improving their own working methods and quality can have a major impact on increasing motivation.

c) Just in time (JIT)
In just in time production, all processes connected with production, from receipt of raw materials through to completion of the finished product ready for delivery to the customer, are completed at the time required for the next stage. In this way, stocks are kept to a minimum and bottlenecks and hold-ups in the production process are avoided, saving the business money tied up in stocks, or spent on expensive warehousing or idle time as employees and machinery on one stage of the production process wait for work to be available from the previous stage.

Just in time production, therefore, relies heavily on effective stock and production control. Good relations with trusted suppliers who are able to supply raw materials, parts and consumables quickly when they are needed, and good systems of maintenance to ensure that machinery is able to complete production on schedule, are therefore vital.

Section 6A: Summary of Key Information cont’d
d) Time-based management

Time-based management seeks to reduce the time taken to take a product from development to delivery to the customer. Essentially, time-based management attempts to reduce unproductive time by reducing:
· development times

· lead times

· waiting times

· unnecessary movement

· overproduction

· poor quality and waste

· overproduction

· set-up times

· bottlenecks

By reducing time in these areas, time-based management reduces costs and increases the speed with which a business can respond to its customers – and therefore its competitiveness. Effective time-based management involves just-in-time production and stock control, simultaneous engineering (in which procedures not depending on each other are carried out simultaneously) and shorter product development times.

e) Continuous improvement (‘kaizen’)

‘Kaizen’, or continuous improvement, is a customer-oriented approach to quality that is based on the fact that customer demand, tastes and requirements are continuously changing. The aim of kaizen is to adapt through small, continuous changes in production methods rather than occasional significant changes that may prove a shock to the business.

Continuous improvement is a structured, team-based approach which involves identifying a problem area and considering it in terms of: 
· labour
· machinery and equipment

· materials

· procedures and methods
· finance. 
The emphasis is on teams identifying potential problems and suggesting solutions. There are, therefore, implications for human resource management in terms of motivation through empowerment, and training.

Section 6B: Activity 6.1
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Tasks
1. Outline two possible reasons for Keane’s erratic stock control chart. (6 marks)

2. Explain why Keane Nautical Engines operates on a batch production system. (6 marks)
3. Analyse the possible effects of team working at Keane Nautical Engines. (8 marks)
4. Discuss how Keane nautical Engines might benefit from lean production methods. (15 marks)

Section 6B: Activity 6.2
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Tasks
1. Explain how just in time methods can benefit a service provider such as Abbey National plc. (6 marks)

2. Kaizen groups and quality circles are normally associated with manufacturing industries. Explain how they might be applied to a business such as Abbey. (6 marks)

3. Analyse how Abbey might benefit from a Total Quality management (TQM) approach. (12 marks)

4. To what extent should a business providing services, such as Abbey, develop methods of lean production? (15 marks)

Sample Answers and Examiner’s Advice

Activity 6.1

1. Reasons may include very high demand in September and lack of ordering in August (due to holidays).
2. Batch production of the engines reduces the time taken to reset machines.

3. Team working increases motivation and ensures that employees in the team concentrate on and acquire skills and experience in producing one type of engine. These factors will help to improve productivity and quality and reduce wastage.

4. Students must show knowledge of and apply all elements of lean production to Keane’s situation – team work and cell production, just in time production and stock control, time-based management, and kaizen (continuous improvement). Keane will benefit from an increase in staff motivation and productivity, improved turnover, and a reduction in waste and costs.

Activity 6.2

1. Just in time methods can be applied throughout the organisation to reduce costs associated with waste and idle time.

2. Kaizen groups and quality circles can be used in any team work situation to improve the quality of work. Through continuous improvement, changes are made gradually rather than in major stages which can be expensive and unsettle staff.

3. TQM affects all parts of an organisation and, therefore, the product and customer service it provides. This should help Abbey improve its service, attracting and keeping customers. Students should show that providing a quality product and customer service involves the whole organisation – at the head office as well as in the branches.

4. The elements of lean production apply equally to the provision of goods and services. A business such as Abbey can benefit from reduced wastage and improved quality. This will help the company to reduce costs and improve productivity – benefiting both the company and its customers.
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Abbey National plc





Abbey National plc is a major UK financial institution with interests in banking, loans and mortgages, insurance, and investments. The company operates from its head office in London, and through a network of branches and agencies throughout the UK. As a financial institution, the company provides services, and because these are available throughout the UK it is important that the standard and type of service is the same at every branch or agency.








Keane Nautical Engines Ltd





Keane Nautical Engines makes electric motors for boat builders. Production is organised into teams, each with a production supervisor. Orders normally consist of a batch of one type of engine and each order is allocated to a team which is responsible for its completion.Recently, Keane Nautical Engines has invested heavily in new production technology. This has created more flexibility in production and enabled teams to switch between types of engine quickly, thus increasing productivity. However, since the increase in productivity Keane Nautical Engines has become concerned about unreliable delivery of components by its supplier. Keane’s stock control chart for one essential part for the period June – October is shown in the diagram below.





With the introduction of the new production machinery, it was felt that quality control was no longer an issue and checking is now left to the supervisor. Recently, however, the company has received a disturbing number of complaints about falling product standards and there has been an increase in the number of rejected products returned by customers. One major customer has threatened to take its custom away from Keane and go to a competitor unless Keane is able to provide assurances that the quality of its product and customer service will improve.
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