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The Volvo Experiment: Where Happy Workers Aren’t Productive

Introduction/Background of case:

	As part of its plans to increase productivity, Volvo’s Uddevalla plant located in Sweden decided to establish a team-based approach for its automobile production plant.  This strategy was to prove to be efficient by reducing high rates of absenteeism and to increase production levels significantly to match  the quantity of other Swedish plants, as well as other European and Japanese factories. Managers at Uddevalla assumed that by using a team-based approach, workers would enjoy their occupations more. A higher level of satisfaction and pleasure brought along by this new formula unfortunately did not prove to be effective production-wise. After three years of experimentation, although it was reported that the level of quality and worker satisfaction at Volvo’s Uddevalla plant increased due to this new strategy, productivity and absenteeism rates did not respond accordingly. For instance, instead of reaching the managers’ objective of producing forty thousand cars a year, Uddevalla only managed to manufacture twenty-two thousand, roughly half of what was expected. Also, the absenteeism rates averaged 12.2 percent in 1990 and actually increased to 14 percent one year later in 1991. The team-based approach was therefore effective in developing worker satisfaction yet unsuccessful at increasing levels of production. Although manufacturing levels are not optimal, the president of the chapter of the Metal Workers Union that represents the labourers at Volvo’s Uddevalla plant, Lennart Ericsson, remains confident that this type of approach can be fixed to be efficient. Volvo’s president, Christer Zetterberg, on the other hand, indicates that it is still too early to pronounce this team-based approach a failure. However, he believes that if this tactic does not turn out to be a viable concept from a productivity point of view, the plant will be forced to adopt a different strategy.

Diagnosis of Problem / Statement of Problem(s):
	Two major problems are recognized at the Volvo’s Uddevalla plant in Sweden; high absentee rates and lack of motivation. Uddevalla’s assembly plant has a considerably elevated absenteeism compared to other assembly plants such as North American’s which only has a twelve percent and Japan’s with five percent. Volvo has developed this new plant, by introducing team approach, with the purpose of controlling the absence of employees, raising their motivation and maintaining a high productivity. However, they have failed to achieve these goals. In this case, the team-based approach has not proved to increase motivation and productivity. Uddevalla’s plant is supposedly capable of producing forty thousand cars, but instead only twenty two thousand are produced. This has a huge impact for Volvo, and on top of all those factors, its team approach is costly to establish. Such a high expense is due to long period of training for employees to be competent of doing two or three tasks for car assembling. Compared to North American assembly lines, whose workers who need a month of training, Uddevalla’s workers usually need sixteen months. In fact, national policies of Sweden have affected these car assemble employees psychologically, which make them unmotivated to work, and have increased their absence to work as well. The policy states that workers still get from ninety to a hundred percent of their pay for the first three days out of work. Therefore, as a worker with such who still receives benefits and the added factor of laziness derived from human nature, he or she will definitely choose taking off when working makes no difference in salary. Although Sweden did change in percentage from ninety to seventy-five, the results were still the same at the Uddevella, regardless of the approach  taken by Volvo to solve these problems or to increase production. With unmotivated workers, absenteeism will increase significantly and cause productivity to fail dramatically. In addition, high absence rates are not only caused by employees’ short term leaves, we must also factor in long- term leaves such as; maternity leave as well as paternity leave, military service, education, sickness, work accidents and disability.
In trying to solve the problem in Uddevella, Volvo focused mainly on the physical aspects and the dollar signs and missed the bigger picture. Employees need motivation, something to bring up their morale, or else it does not matter if they have a new plant or a new approach.. 
Analysis of Situation and Application of Management Theories:
	In comparison to other assembly lines, Volvo’s Uddevalla plant is not as effective, efficient and productive. The productivity rate is low, as it falls short when competing with other Volvo plants. Another issue it faces is the high absenteeism rate, even with the new policy implemented in attempt to reduce the rate, absenteeism is still high. Which leads to the decline in expected production each year; Uddevalla is expected to produce forty thousand cars a year, however with all the negative factors involved, Uddevalla only manages to produce twenty two cars a year.  In comparison with the total amount of labour hours required in a Belgium and Japanese car plant, Uddevalla falls very short; requiring 50 hours of labour as opposed to twenty five hours and twenty two hours of labour. As mentioned above, the absenteeism rate is quite high, sitting at twenty two percent. With all the above factors mentioned and taken in to consideration, it is even more unsettling to add the fact that workers within the Uddevalla plant require sixteen months of training in order to enable the team approach to take effect. The sixteen months of training include the workers being trained to complete two or three of the seven tasks needed to build a car. 
	There are several important facts to take in to consideration regarding the Uddevalla assembly plant. Firstly, the plant consists of six assembly areas of eight teams that include eight to ten people. Each team is required to build four cars, however not more than three people work on building a car simultaneously. By observing the way the rules and regulations are behind the assembly area, it is important to take in to consideration that perhaps it would be key to alter the method in which the cars are built. The rules and regulations around the assembly area appear to be tight; perhaps a more flexible structure created through the help of managers and employees collaborating together would allow for an increased role in communication which in turn would increase the feel of responsibility and value from the workers perspective. It is vital in Uddevalla’s plant situation to find ways to increase the effectiveness and productiveness. There are seven tasks in total required to be trained for to learn to build a single car; and the training takes up a lengthy time and it is also costly. Finding a way to a achieve a smaller, less time consuming method in order to train the employees and have them specialize in more than two to three of the required techniques will increase their specialization and possibly increase the production rate. 
	Another issue as mentioned above is the high absenteeism rate that still exists regardless of the policy change. If absenteeism within the Uddevalla plant can be reduced, then more productive and efficient work can be expected. It seems as though there is a major lack in motivation and value within the work place. Managers should find a way to increase motivation. By applying the five dimensions of job enrichment, it will increase the degree to which workers control the planning, execution, and evaluation of their work. However, one must keep in mind that by doing so, the employees’ freedom and independence increases responsibility and provides feedback. There are five core dimensions to take in to account; skill variety, task identity, task significance, autonomy, and feedback.  By using the job characteristics model and applying it to Uddevalla’s team approach, the work place will have a more meaningful experience. By making the workers experience a more meaningful one, the worker will value his or her job much further, and tasks completed will have significant value and will be considered to be worthwhile. By increasing the workers responsibility, they will receive greater autonomy with the results achieved from completing the assigned job. Gaining feedback on the final product aids the employee in knowing that they are doing their job right. The JCM model suggests that if the employees were to have a more meaningful experience, higher responsibility and the knowledge of the actual results, then the motivation level in turn will increase, as well as performance and satisfaction. Also, absenteeism will decrease and so will the likelihood of them leaving the organization.  Evidence has shown that job enrichment will reduce the chances of absenteeism within the work place and in turn, turn over costs decrease as well and satisfaction increases.  

 Feasible Solutions: 
	Important feasible solutions for Volvo Uddevalla Plant are based on creating more motivation for its employees. Highly motivated employees will be happy-comfortable and productive employees. An important solution or form of improvement by forming employee motivation would be creating an effective reward system. Employees in the Volvo Uddevalla Plant could be subjected to variable pay programs. The Volvo Uddevalla Plant will use Variable Labour Costs to reduce expenses when performance declines, but increase the pay when performance goes to good standing. The plant can use variable pay programs such as incentives, bonuses and skill based pay. Employees who show progress must be recognized and awarded through the individual-based variable-pay program. This will motivate the awarded employee to continue the hard work, and it will trigger other employees to work harder giving them a better thirst to prove themselves. The Volvo Uddevalla Plant is known for its team based approach to automobile production. Group-Based Incentives would be a good idea for gainsharing. 
This incentive plan will improve the group’s overall production when a group reward awaits. When the team of highest production is awarded distinctively, the competing fellow teams will be stimulated to work even harder. Intrinsic Reward systems will be helpful to individual employees by thanking their good skilled work. To improve productivity, the plant must distinguish the best strategies and techniques chosen among groups and individual employees, and these actions must be recognized as reinforcement to encourage their repetition. Although reward systems are useful to motivate employees and create challenging work environment, they might be a financial burden for the company. If the funds going to the reward system don’t even out with the subtracted funds of low skilled labour: then this has to be considered as a financial burden for the company. 
	Besides motivating employees, Job Redesign is an important part of the production process. While the employees assemble different parts of different automobiles: managers must notice what each individual and team appear to be best at. This requires a certain amount of time, every group has to be supervised at every work station.  For example, some teams will do better in assembling the car engine, while others will do better in electronics assembly, and others will excel in assembling the automobile’s interior parts. Job Rotation will discover what each individual and each team is best at. According to feedback for each group an appropriate work station is assigned. Employees and specific teams will be highly efficient when doing what they excel in. This will be a big advantage in the plant’s productivity and production quality. However working at only one station continuously and repetition of same task will cause boredom amongst employees. This disadvantage will demotivate the employees resulting in bad quality production.
	To deal with absenteeism, employees should have flexible working hours such as a compressed workweek or flextime. A compressed workweek such as a four-day week with 10 working hours per day might be a big advantage to many employees. A flex time might be helpful to employees when they have the option to work during a common core time period each day, but have discretion in forming their total workday from a flexible set of hours outside the core. 
	Flextime and compressed workweek might cause negative effects in Volvo’s assembly plant. Since teams are working on the assembly line, the absence resulting from flextime and compressed week for one employee affects the whole team and this it could decelerate production.

 Choices and Recommendations: 
	The best recommendation to improve the Volvo Udevella plant is by increasing motivation from the other feasible solutions. The best reward system will be using group-based incentives since the company is operating on a team-based approach in the car assembly line. Throughout a group-based incentive, teams will be highly motivated to do their best. This will create a challenging environment that will improve efficiency of labour and quality of production. Since the efficiency and quality of the plant is expected to improve, Volvo’s organization in Udevella has its chances to get back in competition against the rival companies.

Conclusion:
	In conclusion, through observation it is clear to see that the main issues within the Uddevalla plant are absenteeism and low productivity. Although the team  based approached was applied with good intentions, the outcome did not provide an  efficient productivity level, which in turn shed a negative light at the Uddevalla plant. The team approach  proved to be costly with the long period training requirements for the multiple skills needed for job rotation. Due to the pressure exerted by the competition, short term goals were prioritized in comparison to long term objectives; which affected the efficiency of the team based approached which was adopted by Uddevalla’s Volvo plant.  Due to these circumstances, the plant had to reconsider their strategy, and find methods to increase motivation and decrease levels of absenteeism. To sum up this, the main solution is to develop a group based reward system that recognizes the good teams. This will create a challenging atmosphere that will create a motivating environment and ensure that productive work is consistent. 
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