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SERVICE INDUSTRY QUALITY SPEECH

Good morning ladies and gentlemen.

(SLIDE 1)
To set the scene, let me quote one of the numeroustaefmof the word 'quality’
which can be found in the Oxford English Dictionary: éans 'peculiar excellence or

superiority'.

(SLIDE 2)

This, | feel, sums up perfectly the manner in which Britmglustry — whether
manufacturing or service orientated — must approach sisdéss affairs if it is to
succeed and prosper in the future against increasing cooptitm other countries

both inside and outside the European Community.

As most of us know, the British government recognisedathiential problem over
two decades ago. The subsequent establishment of a DTérehacked by
extensive and expensive promotion of the department's Qativet, was motivated
by the carefully-defined need to improve both the efficieand profitability of

British industry.

Today, Britain's manufacturing industry is far more gyald@nscious than it was in

the 1970s and 80s. But somehow the service sector hasl laggind.



Custodians of clients' quality

In our particular area of operation, that of logisacsl distribution, the contractor is
often the one vital link between the manufacturer ofoalpet and the customer or
end-user. This places us in an extremely responsibigopos The quality of our
actions — that is their efficiency or superiority — \eilher add value to the products

we handle, or subtract value from them.

Late deliveries, wrongly picked packs, damaged items... ieyhe of the customer
these reflect badly on the manufacturer first, ttendistributor second. It only
needs one or two complete consignments of a spgcdatuct to be rejected by
goods-inward inspection at a major supermarket or retaih ehasually because the
distributor has made a minor mistake somewhere aloniinthe for the overall

‘quality’ of that brand to be queried.

(SLIDE 3)

Also the resulting non-appearance of a product on tHeeshtor a day or two invites
the public to switch buying habits to competitive brands, soimgthat no
manufacturer can afford in today's marketplace witkver-tightening profit

margins.

It is therefore easy to see that the distributiortreator is the client's custodian of

qualityin loco parentis It is little use the manufacturer supplying the correct



product, at the right price, if it does not reach the supgtet shelves — or end-user

by direct delivery — on time and in excellent condition.

(SLIDE 4)

This, in fact, equates to one of the many business sdedinltions of quality which
has appeared since the Oxford Dictionary was last updateat.isT quality is the
‘ability to provide a customer with the right product or servicehatright time and

place, and at the right price'

Three out of four of these objectives of quality, asafaa manufacturer is concerned,
are the responsibility of the distributor. This profiesv our efficiency can make or
mar a client's brand name, and effectively booséduce its image, turnover, profits

and hence its actual financial viability.

(SLIDE 5)

However, to the list of regularly quoted objectivesgohlity' | would like to add one
more: 'the ability to do our job rightthe first timé' Anything but perfection in our
distribution service to clients is letting them down.e Would be neglecting our duty

as custodians of their quality.

Why do we need quality systems?

When the Industrial Products division of Acme LogistB®up first started to work

towards ISO 9001 Quality Systems, our QA manager and cansplit together a

scenario for our quality initiative document which sleavhow easily minor lapses of



efficiency can accumulate until the result is an absaligaster. It is worth repeating
here because it demonstrates clearly the costlofigfdo get it right first time. Names

have been omitted to protect the guilty.

Consider the following course of events:

(SLIDE 6)
1. An order arrives at a distribution centre in Lanaastor delivery to a major
supermarket in West Wales. The order comprises 20 prodwsds)gri2 full pallets,

eight LDUs and seven packs.

2. The loose packs are there because no-one told thensuket that pallet layout
had changed. The clerk did not check the pallet requiresiemd therefore the order

was not rounded down.

(SLIDE 7)
3. The supermarket does not want loose packs; the distrithos not want to pick
and dispatch them; the client does not want to seththBut it's too late, the order is

being processed.

(SLIDE 8)
4. When the distributor comes to assemble the load éneneo bulk pallets

available. They are lost in the store. So the loaplis

! Local delivery units.



(SLIDE 9)
5. A new picker misreads a pack code and picks a layewodreg but almost
identically-coded product. As this is only a single latteg,checker also misses the

error.

(SLIDE 10)
6. Now there is a mix up with despatch time — the traifel tractor arrive late.

Marshalling areas are full and despite working flat-batlbad is late leaving.

(SLIDE 11)
7. Road works on the motorway means the load arriveésanlate at the

supermarket. The driver has to wait three hours for anetbier

(SLIDE 12)
8. There are two new products on the order and thesebbkaweplaced at the bottom
of a large pallet. The new stock is not too strongeantbutea layer has moved and

the pallet has collapsed.

(SLIDE 13)
9. When the back door is opened there is stock all beeftdor. Of the 20 product
codes ordered, four are rejected because of damages, i@fesed because it is the

wrong code, and one was split off anyway. Only 14 of 20dativered.

(SLIDE 14)



10. The driver is now late for his next job so he ditbpsefusals at a local depot.
Unfortunately, the refusal notes and pallet notes besaparated from the stock —

and are lost.

(SLIDE 15)
11. A week later the supermarket is invoiced for 19 oPtheodes. It wants credit
for the refused stock. The client checks with théridistor but there is no record of

the stock coming back.

(SLIDE 16)
12. Eventually, stock that approximately matches theingspacks is discovered in a
load of returns from a depot. It arrived without paperwaowk iss source could not be

identified.

13. Having proved that the order was short, the clientatteto rectify the situation
by raising a UOD. This load misses the trunk vehicle for the day and dalpec

delivery is arranged for the next afternoon. But notefle the warehouse.

(SLIDE 17)

14. Next morning there is a panic to pick the UOD. The pickaches his fork-lift
only to discover it was not put on charge the night teefdde wastes half-an-hour
finding another truck. Despite all this the stock is packerrectly and double

checked to make sure there are no problems.

2 Unit of delivery.



(SLIDE 18)

15. The load leaves late but arrives at the supermaittefive minutes to spare.

(SLIDE 19)
16. The back door is opened and the load is in good condBionthe order is

refused — in the panic to leave the depot, the driver was gihe wrong paperwork.

(SLIDE 20)

Game, set and match to the gremlins of inefficiency!

Quality is people and commitment

We all know that these mistakes can occur — but théipkfaver all together as in

this extremely exaggerated example.

The question is: who is to blame? The simple answidaiserrors are caused by
people — whether they be clerks, pickers, checkers, lqattersrs, maintenance staff,
managers or directors. But 99 times out of 100 it ictmpany's operating systems
(or lack of them) which are at fault, not an actual persbhe other one per cent is
probably due to a row with a spouse over the breakfas, tatdl very little can be

done to prevent those.

(SLIDE 21)
This is where quality systems and efficient operating ghoies become vitally

important. In every instance outlined above, from thetrhasic initial mistake to the



rapidly escalating consequences, the chain of disastx@nss could have been halted
by adherence to procedures which had been laid down withygobdiervice as the

prime objective.

But it is useless to instigate a system unless the wbotpany is totally committed
to the ideal of quality. This is where ISO 9001 acts asxenemely valuable catalyst,
as well as a stepping stone to future improvementdiciegicy — or even to total

quality management (TQM).

Quality — an attitude of mind

(SLIDE 22)

In this respect, quality of service must be viewed by théractor and its employees
as a general attitude of mind which everyone acceptbdarmutual and individual
benefits. What it must NOT be seen to be is the mekashieving a piece of paper —
a ISO 9001 certificate — purely for the sake of retainingtimracts of clients who

need to secure the integrity of their own quality chains.

Much has been said recently, and written in trade jdsiana the national press,
regarding the self-generation of the quality systemsdstrd. Stories abound of the
way in which it is being 'forced’ upon both manufacturing service companies by

their customers under threat of losing work or being relftise opportunity to tender.



If this is the case — and therefore the only reasam®any can find to work towards
ISO 9001 assessment — then it should not bother. The agrgapproaching the
subject of QA for totally wrong reasons: it will nevemwince staff of the need for
quality, it will never achieve true commitment, and ithwéver discover the real

benefits.

(SLIDE 23)

The truth is that quality brings its own rewardsis i&n investment that yields a long-
term return in both tangible and intangible fornisis hot a short-term or immediate
profit panacea — although in some cases the installatigonality systems to

ISO 9001 can bring quite startling cost savings or improveniet$iciency. Such
immediate benefits are most likely to present themseileen the company's
previous level of efficiency was patrticularly low. dar field of operations, and with
inherent market-driven competitive forces, very few caetors could survive if their

guality of service was so poor.

The real beauty of the quality systems standard istthatkes us take a long critical
look at our operations — every aspect which influenceséhvice we give to our
clients — and then to perfect them so that it is alnmgossible for mistakes or

wastage to occur.

This means that the ethic of quality is brought into yetage of our business
process: from the first submission in response to aratiit to tender, through to the

daily presentation of product to the recipient at theadnitie supply chain. Only by



everyone in the company carrying out their duties witlk@ual commitment to

quality can this process work.

The soul-searching route to ISO 9001

At Acme Logistics we considered total commitment éosb important that we made

staff involvement the key element of our quality initiat

We initially investigated 1ISO 9001 over a decade-and-a-halbggending most of
our senior management to a DTI quality seminar. Thenskedathese managers if

they could see any valid reasons why we should take thmaised QA route.

(SLIDE 24)

They replied that our quality of service was already gaad,efficiency was high —
BUT, like every other firm, we could be better. And tiest way to prove to
ourselves and our clients that we really were seribastaquality was to achieve

official certification and wear an internationally ogmised QA logo.

Our next major step was get our employees fully invebed to obtain their total

commitment. This took a great deal of preparation and pigras we did not want to

force the idea, we wanted it to be a natural step idéwelopment of the company

which would benefit everyone at all levels.

(SLIDE 25)
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We achieved this by running our own weekend quality confereribe &resta Hotel
in Leeds. We needed a big hotel because we had a bigptpsrform — and we
invited every senior manager, line manager, chargehaogd,steward and all other
employee representatives. One hundred and seventy @gtgolded that conference,
about one-third of the workforce at our Winstanley sitee event was organised by
our personnel and training department assisted by F&O Quadihalyement

Consultants and an outside specialist on QA training.

A 60-page conference manual was produced and issued to evefyuselearly

stated the five objectives of the event:

1. To introduce the general principle of quality and howédhelated to the site.

2. To identify the need for our quality initiative ane thenefits to be gained by all
employees.

3. To introduce our quality policy, timetable and procasd,the part we all had to
play.

4. To ensure that the quality initiative was communatébecveryone involved.

5. To gain support and commitment for the task ahead.

(SLIDE 26)
We had speeches, presentations and a QA video. Buimpustant of all we had
syndicate groups, lively and informative discussions, aedbfeck from the

syndicates. In other words we had involvement.

(SLIDE 27)
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We also introduced a quality statement which relatesdoyene at our site. It says:
'In everything we do at Winstanley, we should understanctigxahat is required of
us, we should have the training and resources to carth@task properly, and we

should do it right — FIRST TIME.'

As a result we gained total commitment for our quatifiiative — and the whole
workforce then wanted to see immediate action. This mw fact a stumbling block
as, although we were all fired with enthusiasm, wehstd many steps to take before

we reaped any benefits.

(SLIDE 28)

We formed a quality council to specify the processes amckpures that needed to be
covered. The managers in our various implementatiompgralentified 37 separate
processes and 67 management procedures which eventualydfotmquality

system.

We then built quality teams comprising staff at all lsve a department to define the
work instructions needed for every process to satisfyefeirements of ISO 9001.
But before we could attempt this we had to train staf@itothe quality teams and be
effective participants. The reason for this is thatneeded across-the-board
involvement to ensure that work instructions were develapeddefined by the
actual people who performed the tasks. They are thetexqred they know what

needs to be done to achieve the best results.

12



We elected to write our manuals in-house, rather tharognoutside help. This was
done mainly by line managers and supervisors in their mmgai¢ation groups, with a

QA consultant in attendance to advise on the finer pointise standard.

These exercises proved extremely valuable, as previagslsicked cohesive
procedural documentation — the managers, chargehands, sugeandctaff all
knew what should be done, but it had never been forrdaliSe every document had

to be created completely from scratch.

(SLIDE 29)

By identifying each and every process or procedure, thiéimgvdown clearly and
concisely how it should be carried out and what to do veketain factors arise, we
found that everyone learned a great deal about other ohepdild problems and how
these influenced their own operations. The links betwlepartments became
stronger as the realisation grew that a minor erramgysection could cause great

confusion and time-wasting elsewhere.

Such was the success of this lengthy self-examinatiowcisgehat, well before any
department manuals had been finalised, we had instigated shhtiges in traditional
procedures which noticeably improved our overall workingigfficy. And
communications around the site had also been enhancedwsityone anxious to

work towards the quality goal.

(SLIDE 30)
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We generated two levels of documentation. The top leeekingle quality manual
which enshrines our overall quality system. This dessitbe system, which rarely
alters, but not the processes we undertake. The preassitemised in step-by-step
detail within the departmental procedures manuals — our séaaridlocumentation.

These manuals are designed to be updated regularly.

Such flexibility is essential to cope with modified wornethods to satisfy changes in
customer requirements, and also to embrace new equigmeémndeas. Quality

management must be dynamic if it is to survive.

(SLIDE 31)

It took us six months — instead of three — to draft alpifeeedures and QA manual
following our conference, which meant that we fell beldnd preplanned schedule
for assessment within nine months. But, as our own qusdtgment says: we

wanted to get it RIGHT FIRST TIME.

Apparently, it is not unusual for companies to take twg®ag to install QA systems

as they originally estimate — what with the trainingfting, testing, redratfting,

implementation, assessment, and then the officiat.aud

(SLIDE 32)

It proved a long and soul-searching journey for everyoneetoad — and that means

the entire Winstanley site — and involved much hard workcangmitment. But has
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it been worth it, to ourselves and more importantlyuoaients? The answer must be

a resounding 'yes'.

Benefits to clients

As we have already ascertained, thison d'étreof any distribution contractor is
primarily to serve the needs of its clients to the bégs ability. So let us consider
how Acme Logistics' quality initiative at Winstanley Hasdped achieve this objective

by making our best efforts even better.

(SLIDE 33)

1. EFFICIENCY: In the past we always considered threatam a highly efficient
operation. That was basically true, but we did ndiseavhere many of the weak
points were until our quality teams started to query andeedme of our traditional
working procedures. By cutting out paperwork here, combiningdpinserting extra
checks there, and performing tasks a slightly differemt, we created a simpler and

more efficient operating system generally.

This means we can now work to considerably tighterdsades than before. We also
have more control over our operations. And this esaldeto meet JIT delivery
requirements with even greater accuracy — an extrevaéhable asset in our
business. As a result clients and customers are@plart in the certainty that we

will deliver on time, and our drivers rarely waste tiquesuing for spare bays.

(SLIDE 34)
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2. FLEXIBILITY: Surprisingly, this is really a spin-bfrom the simplification of our
control systems. Working to ISO 9001 means you haverforpeefficiently all the
time. Thus the amount of day-to-day problems which habe teolved by managers,
supervisors and chargehands is considerably reduced. Tlai@peans more

smoothly, just like a Swiss watch.

This gives everyone at the site the ability — or flexyo# to respond to urgent
changes or panic requests from clients. Having far feywerational obstacles of our
own to overcome enables us to cope rapidly, effectivadyeanthusiastically with

other people's problems, as and when they arise.

(SLIDE 35)

3. PRODUCTIVITY: Greater efficiency and a smoother afien obviously lead to
higher productivity, measured in terms of higher pickingsand faster turnarounds.
Since developing quality systems for ISO 9001, our outputibas from 61 million

to about 80 million cases a year.

We handle this 30 per cent increase in work load witliaily the same staffing
level. You may consider this to be an in-house feriteis. But it also cuts our
operating costs in relation to turnover, thus enabling y&ss on some of the
financial benefits to our clients. In fact, we now dme jobs at a lower price than

we did two years ago.

This is especially true on long-term contracts. Tlasaoa is simple: quality is a long-

term investment. On short-term contracts the efficy of service a client receives is

16



by rote: it is quality by system or discipline, it is natural or spontaneous. That
only develops over a period of time, when extensivergpee has been gained from

working on a contract.

When such a stage is reached, our departmental proceddr@Rasystem can be
modified to match exactly the quality requirements atf fharticular project. But
when we undertake this — to quote again our quality stateme&atmust 'do it right,

FIRST TIME'. Hence the need for substantial expegarfdhe contract first.

(SLIDE 36)

4. BETTER CLIENT SERVICE: The combined result of theyiwus three quality
benefits is a noticeably better service to cliefts Acme Logistics we have already
proved there is less damage to products, fewer lossea,raddiced error-rate. These
all equate to a considerable drop in 'fire-fighting' else&xto correct any mistakes.
Fire-fighting is a waste of productive time and energg-frevention is always

cheaper and more effective.

We cannot claim that errors no longer occur — no-one@e— but now we have a
very strict QA procedure for dealing with mistakes and daimgs. This ensures that
corrective action is always taken, logged and the incidefotly investigated. The
aim is to ensure that we learn by any mistakes, sdahbaame error cannot be

repeated. This is one of the most important aspectgjoélity management system.

Benefits to company and employees
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In tandem with our clients, we as a 'people’ organistawe also gained significantly

from the development, installation and operation of ours@gtem.

(SLIDE 37)

1. COMPETITIVENESS: The increases in efficiency amadpictivity outlined
above have obviously had a positive impact on our conyeetéss. This makes it
easier to win new clients and renegotiate contracenatwal. Even the quoting of
ISO 9001 at pre-tender stage gives us an immediate markdtiagtage when

dealing with most potential clients.

(SLIDE 38)

2. PROFITS: As our margins have improved, profitabilég hisen accordingly —
giving us the ability to invest more in our own businessmedent improved trading
figures to Acme Logistics Group plc. Hence happier sluddehs and smiling bank

managers.

(SLIDE 39)

3. JOB SECURITY: More work and higher profits add up totgrgab security for
all our employees. We have no need and no intergieattstaff or prune overheads
— we have a fully trained and quality committed workforce ake good at their jobs.

And | far as | foresee, we have a steadily growing atpmr.

(SLIDE 40)

4. STAFF MORALE: Job security has also boosted staffate, with the result that

staff turnover has now dropped to below one per ceatia YCynics may suggest that
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worldwide recession has also influenced this figure. dld/gounter this with the
view that total staff involvement in our quality initiagifrom its very outset has

instilled a great pride throughout the Winstanley site.

As each person is now responsible for the quality of thven work, they gain
personal satisfaction from a job well done and fronmkti@wvledge that they are
performing a clearly defined role which directly influenties effectiveness of our

overall operation.

(SLIDE 41)

5. TRAINING: The development of departmental proceduassiinproved training
throughout the site. Although at the moment we rareld to induct newcomers into
our organisation, we do have employees shifting betweemtdepds. Previously we
utilised on-the-job training techniques, with a line manage&hargehand responsible

for showing a 'new’' person the ropes.

Now we rely on our written step-by-step procedures, whieans that employees do

not actually start performing their tasks until they @mpletely certain what needs

to be done, how it must be done and — equally important -itvghgpuld be done that

way. In fact the training period is now longer and nmigough than before, but the

results are more satisfying to the employee and the apmpa

Conclusion

(SLIDE 42)
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To sum up, my advice to all distribution contractors loarcovered in two seemingly
contradictory statements. Firsttyyality brings its own rewards in terms of added
efficiency, reduced wastage, improved staff morale anchwfse, profit — all of
which bring manifold benefits which can be shared bywtdiecemployees,

management and shareholders.

The message is therefore clear. Do not have ISO 9004t tipon you by outsiders:
be they competitors bidding for your contracts or bugédistribution services who
want proof of your quality. Instead, achieve certificatior its own sake and the
benefits your organisation and clients can accrue frxpardy devised and

implemented quality systems.

Secondly, in an industry such as contract distribugoiality of service is a duty
which we owe our clientsit not a just a virtue, although this virtue does brigg it

own rewards.

(SLIDE 43)

Finally, my advice to buyers and users of distributianises. If your contractor

proudly wears an official QA logo, you can be certaat the company and all its
employees are fully committed to giving you the best pasdaviel of service — a

quality service. Or as the OED states, one of 'pacakcellence or superiority'.

ENDS
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