Dyson to move to Far East
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Two months ago the Queen visited the Dyson factory in Malmesbury Dyson, the UK company which pioneered the "bagless" vacuum cleaner.  However, the company is now set to move its manufacturing to the Far East with the loss of about 800 jobs.
A final decision has yet to be made, and staff consultation still has to take place.   But company founder James Dyson left little room for doubt that barring exceptional circumstances the move will take place.
	Costs

	UK worker: £9 per hour

Malaysian worker: £3 per hour

UK office rent: £114 sq m a year

Malaysia office rent: £38 sq m a year

Source: Economist Intelligence Unit and BBC
JAMES DYSON

“It's been an agonising decision and very much a change of mind” 


"I don't think I can (see an alternative)," he told BBC News Online. "It's been an agonising decision and very much a change of mind."
Points east 

But the chance of much lower manufacturing costs in the Far East is clinching it - as well as the prospect of being much closer both to suppliers and new markets. 

"Increasingly in the past two to three years our suppliers are Far East based and not over here," he said. 

"And our markets are there too. We're the best selling vacuum cleaner in Australia and New Zealand, we're doing well in Japan and we're about to enter the US. And we see other Far Eastern countries as big markets as well."
Although Dyson already has a plant in Malaysia, other countries - including China - are being seen as possible sites. 

Mr Dyson has long been a strong proponent of the euro, and has previously threatened to shift manufacturing overseas if the UK does not clarify its position on the single currency.  That, he said was only one factor here.   Trade unions said a decision to shift Dyson manufacturing away from the company's base in Malmesbury, Wiltshire, would hit the local economy hard.
"Malmesbury is a small market town and Dyson is the only major manufacturer in the area. How is the local economy expected to soak up these redundancies?" said John Monks, General Secretary of the Trades Union Congress.  Mr Monks added that a European Union directive obliging employers to consult their workforces over possible lay-offs, now going through the final stage of the EU legislative process, "will stop the Dysons of tomorrow making mass redundancies with no warning."
R&D stays 

Whatever decision is made, research and development will remain at the firm's base in Malmesbury, Wiltshire, which has received £32m of investment in the past two years.  That makes Dyson products still "British-engineered", Mr Dyson said.   The firm will also continue to make washing machines in the UK, he said, and at least 1,000 staff will still be working there.   The money saved will be reinvested, Mr Dyson said. 

"Remember we're a private company, so in order to invest we need a lot of cash. We want to stay a private company, and we're staying here in Malmesbury."

Dyson's domestic dilemma

BBC News Online meets James Dyson, the inventor who wooed the "promiscuous hearts of the consumer" with his transparent, bagless vacuum cleaner. 

"Dyson really revolutionised the entire market," says Nick Platt, a vacuum cleaner expert at retail audit group GfK. "They changed the nature of the product into an aesthetic lifestyle product, a status symbol." 

Even Number 10, Downing Street, was not immune - a Dyson cylinder cleaner was seen gracing the red carpet in 1996 hours before a head of state trod its pile. 

In March of the same year, Dyson climbed up the league tables to become the top brand in total floorcare, in terms of value and volume, beating appliance giants Hoover and Electrolux. 

A bad example? 
However, in recent times, the Dyson fairy tale has encountered the cold winds of change and cynicism.  The company has attracted flak for shipping British jobs to Malaysia, inspiring Roger Lyons of the Amicus union to describe it as "a desperately bad example to rest of the [manufacturing] sector". 

Mr Dyson retorts: "Nothing he could say would annoy me at all." 

He also argues that Dyson has created 100 new jobs in R&D to counteract the 60-70 eliminated in August, following a decision to shift the manufacturing of his washing machines to Malaysia. 

In 2002, an additional 560 jobs were lost when production of the vacuum cleaners was moved to the Far East. The criticism he received still rankles. "I have never received a penny from the government in terms of grants. 
"I've borrowed heavily from Lloyds [Bank], I've created 13,000 jobs and I've paid £100m in tax." 
However, the furore over Malaysia - and any collateral damage to Dyson's "British" brand - masks a more insidious threat. The company's transfer to the Far East will locate its manufacturing closer to its suppliers, but Mr Dyson admits that slower growth and rising costs have partly motivated the move. 

"It is no secret that our profits are being heavily squeezed," he says. 
Loyalty drops 
Although Dyson is still the leading vacuum cleaner brand in the UK, it is beginning to lose out to cheaper machines that have copied its bagless technology. Pick up an Argos catalogue, and you will find an upright Dyson DC04 for £177, while a Morphy Richards 73310 Ultralite Cyclone Bagless Cleaner sells for a mere £68. Retailers such as Currys and Comet, which control 40% of the electricals market, have been driving down prices across the board. The dilemma Dyson faces is dropping its own prices or reinforcing the power and quality of its brand. Unfortunately, the loyalty of Dyson's customers has also dropped off. The company's market share by volume has decreased from a third to a quarter over the last five years, according to official figures. 
Do or die 
Nevertheless, there is no shortage of Dyson die-hards. And to provide a little perspective, two-thirds of Dyson owners go on to buy another Dyson, says GfK's Mr Platt. This is double the rate of its nearest competitor. The company is also working on 175 new inventions - the latest of which is the "Telescope" vacuum cleaner, which can be compressed for storage.  Mr Dyson firmly believes that investment in new technology is the only way to keep ahead. 

"Reinventing yourself is a fragile thing," he says. "You can't prove it's going to be a success, but if you don't do something new, you will die." 

If he can weather the promiscuity of the UK consumer, it will certainly be a motif to live by. 

Fresh blow for Dyson plant

The production of Dyson washing machines is to move from Wiltshire to the Far East with the loss of 65 jobs.   Last September the firm's factory in Malmesbury shed 800 jobs when the manufacture of vacuum cleaners was transferred to Malaysia, although for 210 of the workers alternative roles were found at Dyson's headquarters.  At the time, founder James Dyson pledged that the CR01 washing machine would continue to be made in Britain. But less than a year on, Dyson has announced proposals to shift the machines' manufacture to Malaysia.
Consultation period 
In a statement, the company said: "Dyson will consult with those involved and an employee consultation committee will be elected.  "If the move goes ahead Dyson will do all it can to help staff find new jobs."
The firm says a 30-day consultation period on redundancies will begin as soon as staff representatives have been chosen to negotiate terms with management. The announcement, which workers were told about on Wednesday in a 20-minute meeting with Mr Dyson, has been met with anger by trade union leaders. 

Derek Simpson, joint general secretary of Amicus, said: "This latest export of jobs by Dyson is confirmation that his motive is making even greater profit at the expense of UK manufacturing and his loyal workforce - Dyson is no longer a UK product."  And Wiltshire MP James Gray said: "It's extremely disappointing news, particularly coming on top of the previous move to Malaysia and other industrial news in the area.
'Very worrying'
"It's very worrying not just for Wiltshire, but for UK Plc - it just goes to prove that we cannot maintain profitable manufacturing in the UK.  "If an excellent, high-tech British made product cannot make it, what hope is there for anyone else?"
Last year Mr Dyson said he had been forced to move production of the company's trademark vacuum cleaner to the Far East because of lower costs. He also cited the fact that both component suppliers and some of the cleaners' biggest markets were based in the region.
'Jobs around' 
But the inventor and entrepreneur stressed Dyson's research and development department were still based in Malmesbury, meaning the firm's products are still "British engineered". 

The Mayor of Malmesbury Charles Vernon told the BBC that job opportunities were present in the town. 

"Just today I noticed an advert in our local baker's: there are jobs available but probably not paying the same rates as Mr Dyson set."   Mr Dyson was recruited earlier this year by the government as an adviser on innovation.

£17m bonus for Dyson after move

Entrepreneur James Dyson and his wife Deirdre have been paid a £17m bonus, two years after moving their vacuum cleaner production to Asia.   About 800 people lost their jobs when the firm moved manufacturing from Malmesbury to Malaysia. The Wiltshire head office still has 1,200 employees.  The bonus is three times higher than in previous years and follows a doubling in pre-tax profits since the move. 

A spokesman said James Dyson played a "vital role" in the firm's success. 

He said the company's profits were based on foundations laid by James Dyson in developing the group's original dual cyclone vacuum cleaner. 

Lower costs 
The firm shifted production of its vacuum cleaners to the Far East in 2002.   At the time, Mr Dyson said he had been forced to shift manufacturing offshore because of lower costs. He also cited the fact that both component suppliers and some of the cleaners' biggest markets were based in the region.  This was followed by the announcement in 2003 that production of Dyson's mashing machines would also be transferred to Asia.
Case study questions

1. Define labour costs

(2 marks)

2. Explain three reasons why Dyson decided to move production of his vacuum cleaners to Malaysia in 2002.
(6 marks)

3. Discuss two issues Dyson may face as result of moving his production to Malaysia.

(6 marks)

4. Evaluate the “ripple effects” on the micro and macro economy of the two sets of job losses at Dysons UK factory.

(9 marks)
