EEF : Improving skills; productivity and growth

Paul Byard : National Director Wales.
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Agenda

» Wales — What'’s the story in Manufacturing.
 Current State - Future State.
« Manufacturing / Innovation Strategy.
» Lean Performance
 Future Proof Performance.
* Route to Growth
» 4 key Ambitions
 Innovation / Investments

* Debate / Questions
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What’s the story for manufacturing?

% balance of change in output and orders

* Expansion in manufacturing
output and orders continues.

e Investment intentions still
positive...

* but levels insufficient to keep up

with tech change and to close
productivity gap

* It's not just Brexit uncertainty.

* But confidence about the UK
economic outlook has faltered.

« Companies also struggling to
overcome hurdles to greater
Investment.
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Manufacturing in Wales

Food and drink: 15.1%

Metals: 11.2%

Other manufacturing: 56.7%

Wales -
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HOW IS MANUFACTURING
SPREAD AROUND THE UK?
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Welsh Manufacturing: Key facts

« 155,800 jobs in the Welsh manufacturing sector
« Manufacturing represents 11.0% of workforce

« Manufacturing accounts for 15.8% of GVA of Wales

Manufacturing workforce as Manufacturing as proportion of
proportion of total economy
11% 15.80%
Wales Wales
The
manufacturers’

organlsatlon 01 November

2017



What is your ambition?

« What is the ambition of your business? [Increase profits? Sales growth?
Productivity improvements? Reduced production costs? Market share?
Workforce growth?]

% of companies citing targets in their business plans

Increased profit margins

Total sales growth
(across period covered by
business plan)

Productivity growth
Reduced production costs
Annual sales growth

Increased market share

Increased number of
new product launches

Increased return
on investment
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Driving Added Value - FPP Strategy?

Future Proof Performance.
Clear ambitions from government provide a clear signal that it is prioritisin
actions that will build on Wales industrial strengths to support the value added
activities that will rebalance the economy.
Clear ambitions also provide the framework for government to work
collectively (as a government and with the private sector) to overcome the
obstacles’in the business environment to making its vision a reality. The
ambitions are:
« More companies bringing new products and services to market
* More globally-focused companies choosing to expand in the UK =
» A lower cost of doing business

« A more productive and more flexible labour force

« EEF “Manufacturing”.

« Lean Benchmark / Gap Analysis and deliver sustainable impact
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Building our Industrial Strategy

Industrial Strategy:

1. Investing in science, research and
innovation

2. Developing skills

The c
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3. Upgrading infrastructure

4. Supporting businesses to start and
grow

5. Improving procurement

6. Encouraging trade and inward
investment policy

7. Delivering affordable energy and
clean growth

8. Cultivating world-leading sectors

9. Driving growth across the whole
country

10. Creating the right institutions to
bring together sectors and places
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Our 10 pillars
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nature of this new approach, together with a clear focus on tackling challenges such as productivity trace & inward
Investrent
growth and the UK's long-standing imbalances provide an opportunity to build consensus on the
strategy that will hopefully offer more longevity.

Strategy overview

growth and weak productivity.

guide the policy trade-offs across government departments.

* We do not see the need for new institutions to be created; but industrial strategy is a
long-term process rather than a single set of actions in support of growth. The white
paper should be clear about which are the most important first policy steps in the pursuit
of stronger productivity growth.

* Industrial strategy should seek to tackle the UK’s long-standing challenges of unbalanced

e The ten pillars in the green paper are the right ones. Government action to improve
underpinning infrastructure, skills, procurement and provide better support for
companies seeking to innovate and export are aligned with the challenges the economy
faces and the ambitions of the private sector.

® The white paper which follows should set out more specific metrics on the outcomes
from industrial strategy so we can be confident that progress is indeed being made and to




Strategic alighment :

Welsh Government has devolved powers and budget to resource many aspects of the 10 pillars. In order

to prioritise these we indicated that the Route to Growth ambitions should be aligned to support a vital
wealth creating and priority sector.

Route to Growth Industrial Strategy

Ambition 1 - Innovation 1.Investing in science, research and innovation.

Helping companies bring new products and 7.Delivering affordable energy and clean growth
services to market

Ambition 2 - Commercialisation 4.Supporting businesses to start and grow

More globally-focused companies choosing to 6.Encouraging trade and inward investment policy
expand in the UK

Ambition 3 — A lower cost of doing business

Ambition 4 — A more productive and more flexible PRI To]li ¥4I

labour force 8.Cultivating world-leading sectors
3.Upgrading infrastructure

5.Improving procurement

9.Driving growth across the whole country

10.Creating the right institutions to bring together sectors and places
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Strategic alighment :
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Strategic alighment :

Welsh Government has devolved powers and budget to resource many aspects of the 10 pillars. In order
to prioritise these we indicated that the Route to Growth ambitions should be aligned to support a vital
wealth creating and priority sector.

Ambition 1 — Innovation l.Investingin science, research and Identify the rate of Innovation required to achieve
Helping companies bring new innovation. sustainable growth.
products and services to market 7.Delivering affordable energyand What does success lookike. ie Design Future State
clean growth requirements re Industrial Strategy
Ambition 2 - Commercialisation 4.Supportingbusinessesto start and Determine the level of business support required to
More globally-focused companies grow aid competitiveness.
choosing to expand in the UK 6.Encouragingtrade and inward

investment policy

Ambition 3 — A lower cost of doing Gap in provision) Eg Productivity
business

Ambition 4 — A more productive and 2.Developingskills Future Leaders Programme to Lean activity to
more flexible labour force 8.Cultivating world-leading sectors Future skills needs re 14.0 / Innovative solutions.

3.Upgradinginfrastructure
5.Improving procurement
9.Driving growth across the whole country

10.Creating the right institutionsto bring together sectors and places
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Feedback sought on new proposals

1) INNOVATION

Issue

 Not enough process innovation, but firms say it's getting more
Important.

* Clear link with business outcomes.

 Adoption of ICT and 4IR-related technologies remains
underweight.

« Mfg challenged by lack of skills and uncertainty about returns.
 Firms also underestimate what is involved.
» Mfg believes gvt support for process innovation is lacking.
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Feedback sought on new proposals
2) INVESTMENT

ISSUES

« Mfg investment path uncertain.

* Increased automation hitting hurdles too.
* Ccosts
« management & workforce skills
 adapting technology to processes
« finance & tax landscape

 Loss of access to skills may accelerate need to more
automation, but few firms see this as likely at the moment.

» UK has large catch up challenge.
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Key Issues:

 Innovation
» Rate of Innovation
* Process Innovation
* Product Development
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FPP Strategy?

Future Proof Performance.

* More companies bringing new products and services
to market

* More globally-focused companies choosing to expand
in the UK

A lower cost of doing business
- A more productive and more flexible labour force

« EEF “Manufacturing”.

« Lean Benchmark / Gap Analysis and deliver sustainable
impacts towards
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Five Principles of Lean

2

Map the Map all of the steps...value

Value Stream added & non-value added...that
bring a product or service to the

alue customer

Define value from the customers
perspective and express value
in terms of a specific producéor
service pe

3
Establish
WOER to Flow
Perfeghion

The continuous movement of

products, services and

information from end to end
4 through the process

The complete elimination of
waste so all activities create
value for the customer

Implement
Pull

The ’ Nothing is done by the upstream process until
- g}gggfgg&gﬁm the downstream customer signals the need




Impact : Existing / variants Products.

Current State Journey Future State

» —
Fixed Cost }
ixed Cost
: ixed Cost

ariable Cost

al Cost

| Cost

Operatior

Variable Cost

Operation:
| Cost

Labour ariable Cost

Operation:

Materials

abour abour
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STRATEGIC BUSINESS MODEL

Business/Sales Enhancers

FEEDBACK LOOP Q C D SALES

\2 CANDO—| VSM TPM SMED Sigma » Customer

1 /*2\ /‘;\
o= The
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Theory of Constraints

Clearing constraints in process will naturally push the constraint of capacity back into
Marketplace and vice versa.

Aim is to throw the constraints between process and market. If a continual MOVING
imbalance is achieved then the company is moving towards sustainability.

Constraints in Constraints in
Process Marketplace

Aim: Clear them and Aim: Clear them and
Create constraint in Create constraint in Process
S Market
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Future Proof Performance

 Current State

 Future State Requirements

« Gap Analysis Incl benchmarking

* Prioritisation

« Engage and align recommendations with priorities
* Identify mechanism of support

« Review and understand impact delivery towards future state
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Lean Benchmark: On line
http://leanbenchmark.org/eef/free.php

A Report will be unique to your organisation; the content is driven by the
answers you have provided and benchmarks your organisation's
performance across the 8 Lean competencies:

e 1. Lean Leadership

* 2. Customer Focus

. Empowerment

. Communication

. Core Processes

. Plant and Equipment
. Support Processes

. Supply chain

°
cONNOY U B WN
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Lean Benchmark: On line
http://leanbenchmark.org/eef/free.php

i OVE rVi EW: _'/5{ ? n Be n Ch ma r k Home About Links Contact Account Logout

 1.Lean Leadership
Results
* 2. Customer Focus score . Sector Al
All Categories 50% 53.2% 47.9%
* 3 ° E m p Owe r m e nt Lean Leadership 50% 53.6% 50.2% L:ggg';e”m“ip
Lean Supply Chain a0% Customer Focus
[ ] 4 . CO m m u n iC a t i O n Customer Focus  57.1% 60.4% 52.9% V‘ \\
Empowerment 429% 56.3% 48.1% :processes / Empowerme
e« 5C P VY|
‘ O re rocesses Communication 64.3% 51.7% 45.9% g
® 6 . P | a n t/ Eq u i p m e nt Core Processes 57.1% 47.9% 42.7% s & S Commnieator
Core Processes
“"'E“'Ti"es '3; 53.6% 50.9% 44.3%
 /.Support Processes e B s
Support processes 32.1% 56.9% 52.5% B otal Average
i 8 . S u p p Iy C h a I n Lean Supply Chain  42.9% 47.9% 45.4% ‘ View Bigger Chart ..
This shows your score compared o the average | Benchmark Best |

How does your score compare fo the very best?
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On-line Lean Benchmarking

How it works
* Answer the questions e

manufacturers”
organisation

« There are 8 sections, each
containing 7 questions so 56 —
questions in total. e —— |||

L

» It is most valuable to base the
answers on accurate, factual
information. There are 4
opportunities to take the
assessment, so we would suggest
that in the first instance you take
the assessment, answer the
questions as best you can and
familiarise yourself with areas that
require further work to track the

exact answers.

Lean Leadership n A B
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On-line Lean Benchmarking

How it works
Obtain your results B

 The data provided compares
your results across 8 key
competencies including:
Leadership, Customer Focus,
Empowerment,
Communication, Core
Processes, Machines and
Equipment, Support e
Processes and Supply Chain. e

= The s

manufacturers’
organisation




Future Proof Performance

Where and how do | start:

Il The
manufacturers’
organisation



Business Transformation

[=] =]

[ VN s
Supply Chain
& Operations

Business
Transformation

Technology Programme
& Innovation Implementation

eer

Talent and
skills
management



Future Proof Performance

Where and how do | start:

| >C

S The
manufacturers’
organisation



Future Proof Performance

Where and how do | start:

L>cC

Replace:

Plan Do Check Act:

With

Plan Measure Analyse Solve Execute Embed
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Future Proof Performance

Where and how do | start:

L>cC

Replace:

Plan Do Check Act:

With

Plan Measure Analyse Solve Execute Embed
Benchmark — Frequency / rate of change
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Future Proof Performance

Where and how do | start:
Glenday Sieve:

50% of your volume will come from 6% of your products
Focus on 6%

Value Engineering opportunities

DFM

Rationalisation of components /assemblies

Supply Chain- Input /Rationalise/cost down

Focus on one piece Flow for the 6%.

Redo the production rates / cost based on the above scenario
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Future Proof Performance

* How many companies have
 Innovation Strategy
« Manufacturing Strategy
* Integration of these Strategies

* Business Model to embed the above
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Opportunity :

Gap analysis.

» Route to Growth identifies a gap in provision re Lower Cost of
Doing Business.

 This can provide an opportunity to consider Efficiency, Productivity,
Value Engineering, Design for Manufacture, Industrial Engineering,
Lean Benchmark etc.
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MANUFACTURING: VITAL TO THE
ECONOMIC PROSPERITY OF WALES.
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