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1.0 Introduction

1.1 Food Production Efficiency Programme 

Scottish Enterprise Grampian (formerly Grampian Enterprise Ltd.) initiated a food production efficiency programme with six Grampian food and drink companies in 1998 to encourage companies to assess the efficiency of their manufacturing operation and to implement changes as necessary.  The ultimate aim was to increase the profitability of the companies through increased efficiencies in the production process.  The Food Production Efficiency Programme aimed to build upon the lessons learned from the previous programmes and pilot work, building on the successes and developing a strategic approach to operational efficiency.

SE Grampian launched the first support programme on operational efficiency as a pilot in 1995.  This involved an added value processor and a red meat company.  The results were highly encouraging with both companies saving in excess of £500,000 in the first year.  A further three companies participated in the programme, using consultants identified by the individual companies on an ad hoc basis.  It was recognised that this type of approach was only of benefit to the much larger companies, as the time commitment necessary and the management resource input was prohibitive for smaller companies.

Building on this experience, a revised food production efficiency programme was launched targeted at small and medium-sized enterprises (SME’s).  The programme combined an in-house production efficiency assessment and support in implementing recommendations, with external skills development through workshops and specific training modules.  The opportunity to undertake DTI benchmarking was also encouraged.

The project sought to develop an operational efficiency ‘club’ among the companies involved in the programme, to discuss and exchange ideas re best practice, and in the longer term sought to generate interest in the concept of benchmarking.

1.2 Report Requirements and Objectives

SE Grampian required a full evaluation of the programme in line with the current Scottish Enterprise Network Output Monitoring Framework (OMF).  

The main objective of the evaluation was to assess the longer-term impact of the programme on the companies that went through it.

1.3 Methodology

An interim evaluation was undertaken immediately after project completion.  This full evaluation builds on the results obtained and assesses the longer-term impact of the programme.

A representative from each company, with knowledge of the programme, was interviewed in a one-to-one situation.  Interviews typically lasted 30 minutes and the interviewees were each asked the same 10 questions relating to the programme and its impact on the respective companies.  Included in Appendix A are a copy of the questions asked.

2.0 Market Failure and Fit with Strategy

2.1 Market Failure

While companies have tended to give significant attention to developing route to market areas such as marketing, product development, packaging design, and exporting, less emphasis has been given by companies on production efficiency.

This section outlines the market failure and issues that the programme sought to address.

The project sought to address the issue of trading difficulties experienced by food and drink companies, which included the following:

· Overheads rising but price increases not market feasible;

· Supplier rationalisation by retail buyers;

· Buyers only interested in innovation or cheaper prices;

· The move towards category management, driven by the retailers, demanded genuine innovation which was difficult and expensive, but vital;

· Quality standards were more demanding;

· Export break-through or development difficult and expensive, especially given the strength of the pound and the then beef export ban;

· Shortage of staff in the food sector is a feature of the Grampian area where unemployment is so low.

Given these trading difficulties, the area which provides most opportunity for companies to improve profitability and staff utilisation within their own control, is through production efficiency.  Production efficiency encompasses all aspects of the production process, and includes throughput, yield, costing systems, product impact, quality, supervision and human resources.

As food companies continue to face low profitability within the industry, operational efficiency and cost control remains one of the key mechanisms for improving margins and returns on sales.  However, many companies are reluctant to take action to improve efficiency.  Reasons include the fact that expert help in this field can be difficult to locate, it is thought to be expensive and usually a significant amount of company staff time is required.

By offering support through the programme, SE Grampian ensured that companies were provided with cost effective support, which will ensure that the production and management team develop the skills necessary to implement and maintain the changes recommended.  Typically, this type of support is too expensive for companies to access, and does not encompass the transfer of knowledge and skill.  

2.2 Fit with Strategy

Delivery of the project contributed towards the Scottish Enterprise and SE Grampian strategic objectives of increasing business competitiveness.  The project also contributed towards the then Grampian Food Strategy objective of consolidating the competitive position of Grampian food companies, and the targets of increasing sales turnover by 5% per annum, and added value per employee by 10% per annum.

3.0 Project Objectives and Impacts

3.1 Main Objective 

The main objective of the project was to increase the production efficiency within Grampian food and drink companies, and to improve the long-term profitability of the companies.

3.2 Specific Objectives

In particular, the project’s specific objectives were:

· To provide a strategic approach to operational efficiency, building on the support previously provided through the SE Grampian operational efficiency programme:

· To evaluate individual company’s production systems with a view to enhancing its capabilities;

· To assess the effectiveness of the company’s product portfolio in the context of production efficiency and its contribution and impact on profitability;

· To install good production controls and practices within these companies;

· To introduce a costing control system;

· To develop the skills of production supervisors, and increase the effectiveness of their role within the production process;

· To develop links among those with responsibility for production within individual companies, with a view to sharing best practice techniques.

4.0 Project Design and Delivery

The Company Growth Team was commissioned to undertake the work on a single tender basis.  The previous project was put out to competitive tender, with five submissions received.  From this knowledge of the consultancies available, it was believed that the Company Growth Team, along with XM Services, had the right balance of skills at a competitive price.  XM Services had been involved in pilot work as part of a previous programme and the company who was involved in the pilot took forward XM Services’ recommendations.  The Director of Finance had approved this approach.

The project was managed by a SE Grampian Food Company Development Executive, and was delivered by Non-Executive Advisors from the Company Growth Team, who already worked closely with several Grampian food and drink companies.  XM Services were used for the assessment of opportunities re factory layout and implementation as appropriate using their video technique.  In addition, Aberdeen College were contracted to deliver the supervisory skills element of the programme.

After the programme launch and initial audits, six companies were chosen to participate in the programme:

· Coupers Seafoods Ltd., Aberdeen;

· Andrew Leiper & Sons, Aberdeen;

· Macrae Foods, Peterhead;

· Ghillie & Glen, Inverurie;

· Nor Sea Foods, Aberdeen; 

· Aberdeen Milk Services, Aberdeen.

Aberdeen Milk Services did not complete the programme due to a company take-over.  Ghillie & Glen did not fully commit to the programme due to a change in management, but the other four companies took part and completed the programme.  (For the purposes of this evaluation, one member of staff from each company was interviewed in a one-to-one scenario.)    

The selected companies participated in an initial training day, where the objectives of the programme were discussed.  Two case studies, featuring a commodity supplier and an added-value supplier, were featured and a discussion took place on where increased production control might help companies.  

XM Services were used to highlight layout improvement opportunities within the production area, using the video assessment technique.  This has already been successfully piloted as previously mentioned.  The audit considered production layout, manning levels, bottlenecks, obvious health and safety issues and quality risks.

An in-depth audit by a Company Growth Team Advisor assessed the efficiency and effectiveness of each key production area and function.  On-going consultancy support, to a maximum of 4 days, was provided to help the companies with the implementation of the recommendations and to provide the necessary training and support to team members as required.  A half-day workshop with all the companies set the outline for a cost control and analysis system.

The role of the supervisors and charge-hands were identified during the initial pilot programme, as critical to the success of any production efficiency programme, as they are responsible at a ground level for its implementation.  A programme covering the required subjects had already been created and delivered by Aberdeen College to the supervisors in the company involved in the pilot project with considerable success.  As a result, Aberdeen College was contracted to deliver supervisory skills training as part of the efficiency programme.   

5.0 Achievement of Objectives

The interviewees were asked to comment on whether or not the programme had achieved the SE Grampian objectives.

· To provide a strategic approach to operational efficiency.

All four respondents said that the programme had achieved this objective.

· To evaluate individual company’s production systems with a view to enhancing its capabilities.  

Two of the respondents said this had been achieved, one said it had not been achieved and one answered that is was not applicable to their company (the company felt their production systems were more than adequate).

· To assess the effectiveness of the company’s product portfolio in the context of production efficiency and its contribution and impact on profitability.  

All respondents said this had been achieved.

· To install good production controls and practices within these companies.  

One company answered that this was already undertaken within their company to a high standard.  The remaining three said it had been achieved.

· To introduce a costing control system.  

A costing control system was already in place for two of the companies.  The other two said this objective had been achieved.

· To develop the skills of production supervisors, and increase the effectiveness of their role within the production process.  

One of the companies did not participate in this section of the programme.  Two of the companies said this was achieved and the final one said that this section of the programme could have been done better - content and delivery were good, but organisational skills of the delivery organisation were poor.

· To develop links among those with responsibility for production within individual companies, with a view to sharing best practice techniques.  

One company answered that this area of the programme did not work for them.  One said not achieved and the other two said this was achieved to a certain degree.  

Overall, the programme appears to have achieved most of the initial SE Grampian objectives. 

5.1 Company Objectives for Participation

5.1.1 Coupers Seafoods

Coupers listed their objectives for participating in the programme as:

· To identify improvements which could be made to production efficiency;

· To develop systems to improve efficiency;

· To get an independent view of company efficiency.

When asked whether or not these objectives had been achieved, Danny Couper Jnr. responded: “The objectives were fully met.  The programme gave the company new ideas as well as re-confirming existing ideas.”
5.1.2 Nor Sea Foods

Nor Sea Foods listed their objective for participating in the programme as:

· To achieve better efficiency within the factory.

When asked if this had been achieved, Maurice Taylor said that it had partially been achieved within certain areas of the factory.

5.1.3 Macrae Foods

Macrae’s listed their objectives for the programme as:

· Verifying where the company was as Cameron Brown (the interviewee) was new to position when the company signed up to the programme;

· To identify improvements which could be made to layout / flow and to improve performance of supervisors;

Cameron Brown stated that the objectives were fully met.  However, he also said that the consultants could have been more specific in the recommendations they gave.  The company found the XM Services video useful to review 6 months later to keep the team focused.

5.1.4 Andrew Leiper & Sons

The company listed their objectives as:

· To identify improvements which could be made to layout and flow;

· To achieve better efficiency within the factory; 

· To increase company turnover.

Bill Leiper stated that all of these objectives had been fully met.

5.1.5 Conclusion

The programme appears to have met the individual company objectives.  Generally, the comments received were positive and none of the companies said that the programme did not achieve any of their objectives.

5.2 Company Feedback on Effectiveness of Consultants

The interviewees were asked to comment on the consultants used.  Comments about the NXA from the Company Growth Team were positive.  However, comments about XM Services were mixed.  Maurice Taylor of Nor Sea said that he did not rate them after they underwent a change in management structure just after beginning on the programme.

6.0 Project Impacts and Outputs

This section identifies the impacts that the programme would have as outlined in the original approval paper and whether or not these impacts were achieved.

6.1 Reduction in Costs

The Food Production Efficiency Programme sought to lower or remove the barriers, which prevented many companies taking action in improving operational efficiency.  The direct benefit was perceived to be a reduction in direct costs of material and labour – the original approval paper stated at least £20,000 to £50,000 per annum, depending on the size and nature of the companies involved.  The companies interviewed all said that they had experienced longer-term benefits in terms of a reduction in direct costs.  However, only two of the companies were able to quantify the results.  Cameron Brown from Macrae’s stated that the company had noticed a reduction in usage and labour costs and an overall saving of between £170,000 and £200,000 per annum.  Bill Leiper of Andrew Leiper and Sons said that the company had a 23% increase in production per employee on the company’s main lines.  He also mentioned that the company has noticed a profitability increase and improved flow. 

6.2 Customer Service, Resource Utilisation and Competitive Edge

It was also expected that participating companies would achieve improved customer service and a reduction in costs, through increased responsiveness, flexibility, more effective resource utilisation and an increase in ‘right first time’ achievements.  However, only one of the respondents identified any kind of effect on customer service.  Maurice Taylor of Nor Sea stated that the company now was more flexible and took a different approach to quality.  

Three out of the four companies also said that they definitely had noticed more effective resource utilisation as a result of participating in the programme.

In the longer term, the project also sought to ensure that Grampian food and drink companies gain a competitive edge against others within the industry.  All four of the companies said that they had, to a certain degree, gained some sort of competitive edge as a result of participating in the programme.

6.3 DTI Benchmarking

The programme sought to generate interest in DTI Benchmarking, but only one of the companies said that this had happened, but they have not taken it forward.  Two of the companies said that they found it difficult to benchmark due to the unique nature of their company and products.  Since the programme, Nor Sea have undertaken a Benchmarking exercise.

6.4 Other Comments

Other comments were also made about how weekly and monthly reporting had improved and had enabled the company to measure performance more effectively.  Monitoring of labour hours and output was also identified as a longer-term benefit and one company said they now had more effective cost controls.

7.0 SE Grampian’s Commitment and Financial Analysis

7.1 SE Grampian’s Commitment

The original approval paper sought funding for £33,000 towards the costs of running the programme.  The actual spend on the project was £26,783.  The main reason for not spending the full amount approved is that one company did not complete the project and some of the participants, for various reasons, did not participate in every aspect of the programme.  

7.2 Financial Analysis 

SE Grampian contributed a total of £26,783 towards the costs of the project.  Each of the participants paid £1,000 towards the costs of participating in the programme.  The original project approval paper estimated the following lost time:

· Lost Company Management Time – workshops and advisor support (Based on an average salary of £30,000 - £115 per day for 9 days – 6 companies) = £6,210

· Lost Supervisory Time – Aberdeen College Module (Based on average of £60 per day for 5 days – 6 companies) = £1,800.

Thus the total costs for the 6 original companies was £14,010.  This would have meant that an original estimated spend of £28,000 would have leveraged out just over £14,000 of private spending.  However as only 4 companies completed the programme, the leverage figure is £9,340.  Thus the leverage figure is as follows:

	Public
	Private

	2.8
	1


The majority of SE Grampian funding went to the Company Growth Team for the NXA and associated costs.  SE Grampian funding also contributed to the costs of employing XM Services, the training supplied by Aberdeen College and the costs of hiring venues.

Participation in the programme also led to some of the participant companies experiencing cost savings and increased productivity.  Cameron Brown from Macrae’s stated that the company had noticed a reduction in usage and labour costs and an overall saving of between £170,000 and £200,000 per annum.  Bill Leiper of Andrew Leiper and Sons said that the company had a 23% increase in production per employee on the company’s main lines.  He also mentioned that the company has noticed a profitability increase and improved flow.  This represents a significant return on the initial programme expenditure of £26,783.

7.3 Financial Performance v Achievement of Objectives

The main objective of the project was to increase the production efficiency within Grampian food and drink companies, and to improve the long-term profitability of the company.

In particular, the project’s specific objectives were:

· To provide a strategic approach to operational efficiency, building on the support previously provided through the SE Grampian operational efficiency programme:

· To evaluate individual company’s production systems with a view to enhancing its capabilities;

· To assess the effectiveness of the company’s product portfolio in the context of production efficiency and its contribution and impact on profitability;

· To install good production controls and practices within these companies;

· To introduce a costing control system;

· To develop the skills of production supervisors, and increase the effectiveness of their role within the production process;

· To develop links among those with responsibility for production within individual companies, with a view to sharing best practice techniques.

As stated previously, overall, the programme appears to have achieved most of the initial SE Grampian objectives. 

8.0 Conclusions and Recommendations

Overall the programme addressed the market failure and achieved most of its initial objectives.  By offering support through the programme, SE Grampian ensured that companies were provided with cost effective support, which ensured that the production and management team developed the skills necessary to implement and maintain the changes recommended.  Typically, this type of support is too expensive for companies to access, and does not encompass the transfer of knowledge and skill.

Recognising this gap, there is now a Scottish Food and Drink Cluster Operational Efficiency Project being taken forward at a national level, based on the work undertaken by SE Grampian.

Comments on the consultants used were generally positive.  Comments about the NXA from the Company Growth Team were positive.  However, comments about XM Services were mixed.  Maurice Taylor of Nor Sea said that he no longer rated them after they underwent a change in management structure just after beginning on the programme.

It is recommended that SE Grampian do not run the programme again, because it is now available at a national level through the Scottish Food and Drink Cluster.

Neil Archibald

Competitive Business

Appendix A

Food Production Efficiency Programme – Evaluation.

Q. 1 - What were the company's objectives for participating in the programme?

	


Q. 2 - To what extent were these objectives met? 

	


Q. 3- To what extent do you feel the programme achieved the following initial SE Grampian objectives (if applicable):

To provide a strategic approach to operational efficiency; 

	


To evaluate individual company's production systems, with a view to enhancing its capabilities;

	


To assess the effectiveness of the company's product portfolio in the context of production efficiency, and its contribution and impact on profitability;

	


To install good production controls and practices within these companies;

	


To introduce a costing control system;

	


To develop the skills of production supervisors, and increase the effectiveness of their role within the production process;

	


To develop links among those with responsibility for production within individual companies, with a view to sharing best practice techniques.

	


Q. 4 - Has the company experienced any longer-term benefits as a result of participating in the programme?  For example, reduction in costs of labour and/or materials?  Can you quantify these?  

	


Q. 5 - Has the company experienced improved customer service as a result of participating in the programme?

	


Q. 6 - Has the company experienced more effective resource utilisation as a result of participating in the programme?

	


Q. 7 - Did the programme generate interest in DTI benchmarking?

	


Q. 8 - Do you feel that participation in the programme has resulted in the company gaining any form of competitive edge?

	


Q. 9 - What do you feel have been the main outcomes/benefits of participating in the programme?

	


Q. 10 - Overall comments on the design and delivery of the programme:

· Comments about the consultants used;

· What worked well - what didn't?

	


Interview with _________ 

Location ________

Date ________
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