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Jeans Therapy: Levi's Factory Workers Are Assigned to Teams, And Morale Takes a Hit --- Infighting Rises,
Productivity Falls as Employees Miss The Piecework System --- `It's Not the Same Company'
By Ralph T. King Jr.
Staff Reporter of The Wall Street Journal


05/20/1998
The Wall Street Journal
A1
(Copyright (c) 1998, Dow Jones & Company, Inc.)


KNOXVILLE, Tenn. -- One morning last November, a message over the intercom interrupted Gail Montgomery as she
was toiling in one of the world's biggest blue-jeans plants. 


Levi Strauss & Co. announced to its workers that it was closing the Knoxville factory and 10 others in the U.S., laying
off more than 6,000 employees, or a third of its domestic work force. That meant unemployment for both Ms.
Montgomery, a Levi's seamstress for 21 years, and her husband, a plant mechanic.


For a few moments, she was stunned, as she wondered how her family would get by. And then an odd feeling came
over her: relief. 


"It was like a burden lifted," she says. "The stress of working at Levi's had gotten so bad." 


In an industry notorious for low wages and lousy working conditions, Levi's has prided itself on being a grand
exception. It offered generous pay, plus plenty of charity support in factory towns -- all of it financed by the
phenomenal profitability of its brilliantly marketed brand name. It clung to a large U.S. manufacturing base long after
other apparel firms began moving offshore, and it often was ranked among the best companies to work for, by
management gurus and by magazines like Working Mother. Indeed, the night of the layoff announcement, Levi's
chairman and chief executive officer, Robert Haas, a descendant of Levi Strauss, collected an award at the United
Nations in New York for improving global workplace standards. 


But to many Levi's workers, the company's image hasn't fit for some time. In 1992, the company directed its U.S.
plants to abandon the old piecework system, under which a worker repeatedly performed a single, specialized task
(like sewing zippers or attaching belt loops) and was paid according to the amount of work he or she completed. In
the new system, groups of 10 to 35 workers would share the tasks, and would be paid according to the total number
of trousers the group completed. Levi's figured that this would cut down on the monotony of the old system, and that it
would enable stitchers to do different tasks, thus reducing repetitive-stress injuries. 


At the time, the team concept was a much-touted movement designed to empower factory workers in many
industries, and Levi's unions signed on to the effort. But there was more to it than that for Levi's. Faced with low-cost
competitors manufacturing overseas, the San Francisco-based company didn't feel it could keep as many of its U.S.
plants open unless it could raise productivity and reduce costs, particularly those incurred by injured workers pushing
to make piecework goals. Teamwork, Levi's felt, would be more humane, safe and profitable. 


"This change," Max Cowan, Levi's operations vice president, wrote to workers in September 1992, "will lead to a
self-managed work environment that will reduce stress and help employees become more productive." 


Instead, it led to a quagmire in which skilled workers like Ms. Montgomery found themselves pitted against slower
colleagues, damaging morale and triggering corrosive infighting, according to more than three dozen employees and
managers from several Levi's plants. Threats and insults became more common. Longtime friendships dissolved as
faster workers tried to banish slower ones. 


"You hear so much shouting, lots of times you don't even look up from your work," recalls Knoxville seamstress Mary
Farmer. Adds Deborah Mulvaney, a former team coach at a Dockers plant in nearby Powell, Tenn.: "My girls were
getting into it every day of the week." 


Beyond the contention, the team concept simply didn't help Levi's accomplish key business objectives. What the
company calls "efficiency," or the quantity of pants produced per hour worked, plunged in 1993 to 77% of pre-team
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levels, says John Ermatinger, the head of Levi's North and South American division. He calls the decline "a calamity."
Productivity has gradually improved, but is still at only 93% of the piecework level, Mr. Ermatinger says in an
interview. 


Meanwhile, labor and overhead costs, measured per pair of pants, surged the first few years after the transition to
teams-by up to 25%, Levi's says. Costs have since come down, but how much is unclear. The company says that by
1997, they were slightly below where they were before teams began. But Larry Garland, who recently retired as one of
Levi's two manufacturing controllers, disputes those figures. He says the costs are calculated differently now, and
comparable costs are actually about 10% higher than in the pre-team era. 


At the same time, the wages of many top performers have fallen. Ms. Montgomery, for example, says her hourly pay
dropped to $7 from $8.75 because of slow teammates. Yet, those lower-skilled workers often saw their pay increase,
eliminating savings for Levi's. 


"We created a lot of anxiety and pain and suffering in our people, and for what?" asks Ralph Pollard, a former Levi's
manufacturing manager who retired last fall. Adds Herb Etheridge, a former regional production manager who also
took early retirement last year: "It's just not the same company anymore. The perceived value of the individual and the
concern for people just is not there." 


Mr. Haas says Levi's is far superior to other apparel makers in its treatment of workers and is as committed as ever to
their welfare. Teams freed workers from having to "park their brains at the factory gate," he says, enabling them to
manage themselves and to devise better, safer sewing practices. Moreover, he says, the benefit of retaining a larger
manufacturing base in the U.S. as a result of teams outweighs the costs. 


A less enlightened company might have tried to "produce more for less by closing U.S. plants and shifting all
production offshore," Mr. Haas says. "But there are humans involved, and we have the opportunity to be different. We
want to exhaust all our options before we throw up our hands and exit." 


Mr. Haas is particularly sensitive to Levi's image, and the team approach was seen as a way to protect it. Four years
ago, he wrote in a management publication that "in today's world, an expose on working conditions on `60 Minutes'
can undo years of effort to build brand loyalty. Why squander an investment when, with foresight and commitment,
reputational problems can be prevented?" 


Indeed, the troubles caused by teams were scarcely apparent outside the company. Levi's was making so much
money on pants made overseas and sold either in the U.S. or abroad that the deteriorating productivity at domestic
factories was masked, says Mr. Garland and other former managers. From the fiscal year ended November 1992 to
the end of fiscal 1995, Levi's net income doubled to $735 million on a 20% increase in sales. (Following a leveraged
buyout in 1996, Levi's is no longer required to report such figures.) 


The implementation of the team approach was gradual and wasn't in place at all U.S. plants until last year. But
problems cropped up swiftly at the first factories using teams. At Levi's Morrilton, Ark., plant, it had cost around $5 to
stitch a pair of Dockers, but with teams, the unit labor cost jumped to $7.50 in 1993 and has remained at about that
level despite years of rejiggering the approach, says Mr. Garland, the former controller. The company says some of
the differential is attributable to style changes that require more sewing. Whatever the reason, says Velma Messer, a
local representative for the Union of Needletrades, Industrial and Textile Employees, "Morrilton was one of the best
plants before we went in with teams. They've never been as good in production as they were before." 


The fundamental problem arises from the nature of work at Levi's factories. Unlike an assembly line for cars or
copiers, speed in garment-making relates directly to a worker's skill and stamina for the grueling, repetitive motions of
joining and stitching fabric. The workers in Levi's plants operate machines that perform specific tasks: pocket setter,
belt looper, fly stitcher, among others. Some employees work much faster than others. Ms. Montgomery, for
instance, usually exceeded her quota by 20% under the piecework system. 


Teams staffed with skilled equals did fairly well under the new system, and Levi's says it has arranged quotas so the
average wage of its manufacturing work force is higher than it was under piecework. Fern Fellers, a seamstress at the
now-shuttered Knoxville plant, says that under the team system, she produced 80% of her previous level for 10%
more pay, up to $9.88 an hour. 
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Yet many top performers say the first thing they noticed about teams was that their pay shrank -- and some of them
decided to throttle back. "You felt cheated because you are making less, so why give them 120%?" Ms. Montgomery
says. 


Whenever a team member was absent, inexperienced or just slow, the rest of the team had to make up for it. That
infuriated some team members who felt they were carrying subpar workers. Last summer, Ms. Farmer, the Knoxville
seamstress, had to restrain an enraged co-worker who had picked up a chair and was about to throw it at a woman
who constantly needled her about slow work. "It was all we could do to hold that girl down," recalls Ms. Farmer. 


With limited supervision from coaches, groups were forced to resolve most workflow and personality issues
themselves. Says Ms. Mulvaney, the Powell plant coach: "If one person had a lot of flaws, that cost everyone their
bonuses." 


Divvying up the work of absent team members led to trouble. During one such dispute in the Powell plant last June,
Vickie Josey, an 11-year veteran, says a teammate threatened to kill her. According to a police report, the teammate
had previously taken a stress leave, during which she thought about wanting to tie up Ms. Josey, "shoot her in the
head and watch her die." The teammate was fired. 


An off-duty sheriff's deputy has been stationed since early last year near the front entrance, where a sign directs
workers to leave their "bad attitudes" outside. The Powell plant is one of Levi's 21 factories that will stay open in the
U.S. 


Workers in factories in Tennessee, Texas and Georgia describe similar problems. In El Paso, Texas, colleagues
would roust each other from the bathroom or grouse when someone visited the nurse's station, says Elvia Corral, a
veteran Levi's seamstress who has joined co-workers in suing the company, in El Paso County Court, over alleged
discrimination. "There was no such thing as privacy," she says. "You'd always feel 21 pairs of eyes looking at you." 


Team members could be merciless to injured colleagues. After Margie Wright, a Powell worker, had carpal-tunnel
surgery in early 1997, she returned able to work at only half-speed. Two friends criticized her as pants piled up at her
workstations. Ms. Wright's supervisor warned both friends several times to knock it off, but the needling continued.
After two months of increasing resentment from her coworkers, she quit. 


"They were under as much stress as I was, and my injury put them under that much more stress," Ms. Wright says.
"That's the position they put us in over there. You can't pit one person against the other and expect it to work." 


When Jeannie Kitts's teammates at Powell learned that the 20-year veteran planned to have hand surgery, they voted
her out of the team, sending her to a warehouse job, Ms. Kitts says. "There was nothing I could do about it," she
says. 


The switch to teams did achieve some of Levi's objectives. Average turnaround -- the time from when an order is
received to when the products are shipped to retail customers -- improved from nine weeks to seven weeks. Every
sewing team produced bundles of finished pairs of pants every day so, unlike under the piecework system, there
wasn't as much work in process. Yet the time saved under teams was often lost en route to retailers. Loaded trucks
sometimes sat for weeks outside warehouses, in part because of problems installing new computers and handling
facilities, according to former operations managers. 


"We bet the farm with team manufacturing, but the whole system wasn't ready to take advantage of it," Mr. Pollard
says. 


Former managers and Levi's consultants say executives bungled the transition by giving insufficient guidance to
supervisors on how to implement the system. As a result, some managers devised their own concepts of teams,
improvising everything from pay formulas to shop-floor layouts. "They were all individualized like snowflakes," former
production manager Mr. Etheridge says. "Chaos is an understatement. It was hell." 


Levi's spokesman Clarence Grebey acknowledges the team approach required a "stressful transition" but says "it's
unfair to characterize that as chaos." 
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Employee preparations consisted of brief team-building and problem-solving seminars. At some plants, workers
received a book titled "Aftershock, Helping People Through Corporate Change," including such tips as avoiding
"negative self-talk" and drawing a chart of one's emotional response to change. Workers were allotted time to master
unfamiliar machines, but many felt they had inadequate training on issues like balancing work flows or spotting quality
lapses. Often, as such problems arose, supervisors would shrug and reply, "Y'all are empowered, y'all decide," Mr.
Pollard says. 


Mr. Grebey says workers received seven days of team-related training."Were supervisors instructed to be indifferent?
Absolutely not," he says. 


Some top managers soon realized that all was not well with the strategy. In testimony in the El Paso lawsuit, Janis
Stafford, Levi's human-resources director for manufacturing, testified that teams often "created a tremendous amount
of peer pressure. And in our opinion that peer pressure was not always healthy." She concluded that the negative
effects "certainly did not fit within the philosophy of the company" and she urged higher-ups to revisit the team
strategy, Ms. Stafford testified. 


In 1993, Levi's hired Sibson & Co., a Princeton, N.J., consulting firm, to analyze the problems. Its conclusion, says
Sibson consultant Peter LeBlanc: "Start from scratch" and involve all parties in a redesign of pay structures and work
processes. But as Sibson began discussing the changes, some plant managers complained that the sessions were
"at times too touchy-feely and not business-based enough," Mr. LeBlanc says in an interview. "It's extremely difficult
to do. Some managers don't like having sewing-machine operators challenge their authority." 


Costs continued to mount. At an April 1994 meeting in Dallas, Mr. Ermatinger, then Levi's U.S. manufacturing chief,
warned plant managers that they must cut costs by 28% on average by the end of 1997 or face an uncertain future. 


Mr. Haas, Levi's CEO, was about to add to the stakes. The company had accumulated a $1 billion cash surplus,
which Mr. Haas decided to use to buy out some relatives and employees in a deal that also required $3.3 billion of
bank financing. The leveraged buyout, completed in April 1996, raised his ownership to an estimated 11.4%, from
7.9%-a stake valued at more than $1 billion. 


But the timing of the LBO wasn't great. Sales rose 6% in fiscal 1996 but fell 4% last year, and analysts say profit
margins were punished by competitors offering private-label jeans at about two-thirds of Levi's prices. According to
Tactical Retail Monitor, Levi's share of the domestic men's denim-jeans market fell to 26% in 1997 from 48% in 1990;
Levi's says its share of that market amounted to 32% last year. 


Burdened by new debt, Levi's in February 1997 announced plans to cut its salaried work force by 20% over 12
months. Last November, Mr. Haas announced the closing of the 11 U.S. plants and layoffs of 6,395 workers. The
company took extraordinary steps to mitigate the pain, paying more than $200 million in severance, including regular
pay for eight months, a lump sum representing up to three weeks of pay for each year of service, plus 18 months of
health-insurance coverage. 


The company says that none of those jobs were transferred overseas. Still, over the years the company has shifted
much of its work abroad. A decade ago, none of its core business-jeans for the U.S. marketwas done overseas. By
1991, approximately 15% of those jeans were manufactured abroad; now that figure is 45%, with many of the pants
coming from Mexico. 


Levi's says the team approach was the company's attempt to ensure long-term survival for as many U.S. plants as
possible. Plant closures might have come sooner, and job losses might have been heavier, had teams never been
adopted, company officials say. 


Teams "created pressures and tensions and a lot of unhappiness, and some people would rather go back," Mr. Haas
says. "Ours is a culture of experimentation and innovation and novelty, and we're not always successful." 


Even with the generous severance, it has been a tough transition for many who lost their jobs. Ms. Montgomery has a
part-time job as a concession-stand manager, earning $6.25 an hour. Her husband is still looking for permanent work.
They will collect Levi's paychecks through the end of June. 
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Levi's vows to persevere with the team strategy at its remaining U.S. plants. But unofficially, much of the approach is
being scrapped as individual managers seek ways to improve productivity. "People in the plants are gradually going
back to the old way of doing things," says Mr. Garland. 


One of those workers is Lydia Collis, a nine-year veteran in Levi's Blue Ridge, Ga., plant. She hasn't rotated jobs for
two years, works in the old formation of a long line of stitchers each doing a single job, and is paid in part based on
her individual effort. Still, she says, "I hate teams. Levi's is not the place it used to be."


Copyright © 2000 Dow Jones & Company, Inc. All Rights Reserved. 


5 of 5 2/2/2001 5:33 PM


Dow Jones Interactive http://ptg.djnr.com/ccroot/asp/publib/story_cl...XAAAAAAAAMjAwMTAyMDIxODA1MDEAAAAM&referer=true












	Applied Sciences
	Architecture and Design
	Biology
	Business & Finance
	Chemistry
	Computer Science
	Geography
	Geology
	Education
	Engineering
	English
	Environmental science
	Spanish
	Government
	History
	Human Resource Management
	Information Systems
	Law
	Literature
	Mathematics
	Nursing
	Physics
	Political Science
	Psychology
	Reading
	Science
	Social Science
	Liberty University
	New Hampshire University
	Strayer University
	University Of Phoenix
	Walden University


	Home
	Homework Answers
	Archive
	Tags
	Reviews
	Contact
		[image: twitter][image: twitter] 
     
         
    
     
         
             
        
         
    





	[image: facebook][image: facebook] 
     









Copyright © 2024 SweetStudy.com (Step To Horizon LTD)




    
    
