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CHAPTER 10 – QUALITY MANAGEMENT
AIMS OF THE CHAPTER
This chapter discusses the strategic role of quality.  This is an area that has been given a huge amount of attention in recent years, and it remains a key factor in every organisation’s success.  The chapter discusses different views of quality, and shows how these come together under the general umbrella of quality management.  In particular, Total Quality Management has the whole organisation working to produce the perfect quality that benefits both operations and customers.  
TQM is based on the view that high quality is largely measured by customer satisfaction, and this is an essential element in every organisation’s success.  It has expanded its original concern for product quality into a broad management philosophy.  However, practice is often different to reality and while every manager claims to work for high quality experience shows that we are surrounded by products that are really very poor quality.  The quality of products ranges from very good to very bad, and there can be few areas of management where stated aims are so different to actual performance. 
The aim of the chapter is to discuss the broad issue of quality management.  More specific aims are to:
· Define quality and appreciate its importance

It is difficult to give a general definition of quality – there is no absolute measure and it means different things to every organisation.  The key point is that high quality means a product meets stakeholder expectations.  

In its broadest sense quality is the ability to meet – and preferably exceed – customer expectations, and it should also meet – and preferably exceed – the needs of operations.  From this viewpoint the importance of quality is obvious.  High quality gives satisfied stakeholders, while poor quality leaves them unsatisfied.  The customers’ view is particularly important, and there is no way that an organisation can succeed if its customers are not happy with the products. 
· discuss different views of product quality

Every stakeholder is likely to have a different view of quality.  We can divide these into two types: an external view of customers, which focuses on how well a product meets their expectations and does the job they bought it for; an internal view of the producer – which is more likely to focus on how well the product is made, and how closely it matches designed specifications.  
· Define ‘quality management’

Quality management is the management function responsible for all aspects of quality.  This gives a very broad view, in line with the development of quality as a management philosophy.
· Examine the costs of quality management 

The chapter described four components of quality costs:

· Prevention costs – of preventing defects occurring
· Appraisal costs – of monitoring operations to make sure that the designed quality is actually achieved 

· Internal failure costs – of finding faulty products during the operations
· External failure costs – of not detecting faulty units, and delivering them to customers who then find the fault.  

All things being equal, prevention and appraisal costs rise with increasing quality, while failure costs fall.  As failure costs are generally much higher, the total cost of quality comes from making products of perfect quality – that is without defects. 
· Describe Total Quality Management and its effects on an organisation

Total Quality Management has the whole organisation working together to guarantee – and systematically improve – quality.  Senior managers set the scene with strategic policies and goals; middle managers translate the quality strategy into medium term tactics and implement the policies; junior managers make the short-term decisions to monitor and control quality.  Their aim is perfect quality, making products with zero defects.  The mechanism for achieving this is based on the observation that the best way to improve quality is not to inspect production and discard defective units, but to make sure that no defects are made in the first place.  This simple view leads to widespread changes in operations and the way that organisations work.
· discuss the implementation of TQM and the role of standards

The ideas behind TQM seem simple enough, but they have widespread effects throughout the whole organisation.  These include a reorganised quality function, strategic role for quality, involved workforce, quality at source, devolved decisions, quality circles – and a culture based on high quality products, aim of perfect quality, problem-solving, responsibility, improvement, and so on.  Introducing such widespread changes is always difficult hard.  TQM is not a quick programme for change, but a movement that continues and grows over the long term.  We can summarise the main efforts in seven steps:
1. Get senior management commitment 

2. Identify the requirement of products 

3. Design products with quality in mind 

4. Design the process with quality in mind 
5. Build teams of empowered employees
6. Monitor progress 

7. Extend these ideas to suppliers and distributors 

ISO 9000 are the main family of standards for quality management, and these are updated every few years.  They not only specify standards for aspects of quality, but they give guidance and principles for how these should be achieved.  For example, they list eight principles that reflect best practice in TQM as customer focus, leadership, involvement of people, process approach, systems approach, continuous improvement, factual approach to decision making and mutually beneficial supplier relationships. 

· understand the role of quality control
Quality control is the function that uses a series of independent inspections and tests to monitor process quality and make sure that designed quality is actually being achieved.  Traditionally, quality control was used to inspect products and detects faults; with TQM its role has changed to confirm that no faults occur.  However, its approach is largely the same – based on sampling, inspections and checks.   

DISCUSSION QUESTIONS
1. There are many different factors to consider in product quality, most of which seem to be subjective and open to discussion.  So it is really impossible to get a clear view of the quality of anything?  And can organisations really define ‘high quality products’?

To a large extent this is true.  There is no absolute measure of quality and it means different things to every organisation and every person.  It would be impossible to get everyone to agree that a product has good quality.  But organisations do not look for everyone’s opinion – they only want enough potential customers to agree that a product is good enough to make their operations successful.  So they identify a market segment and make products with high enough quality to satisfy this segment.  Even this is difficult as you can see from any review of products from computer games to vintage wine.
2. What are the consequences of poor quality products?  Do these really have a strategic significance for an organisation?

If we take the view that high quality means satisfied stakeholders, it follows that poor quality means dissatisfied ones.  Then products are not meeting the requirements of some stakeholders.  When these are influential stakeholders, such as customers or operations, the product cannot achieve its goals and this, in turn, means that the organisation is not meeting its broader aims.  The strategic impact is obvious, as an organisation that does not achieve its aims has no long-term future. 
3. Of all the possible stakeholders, who is in the best position to judge the quality of a product?  What criteria might they use?  

Every stakeholder is likely to have a different view of quality.  We can divide these into two types: an external view of customers, which focuses on how well a product meets their expectations and does the job they bought it for; an internal view of the producer, which is more likely to focus on how well the product is made, and how closely it matches designed specifications.  It is generally felt that organisations try to satisfy customers, so customers’ views are paramount.  However, both views must really be satisfied, so it is difficult to suggest that one view is dominant.  Because different group have different opinions it does not mean that an organisation can simply ignore some of these. 
In their assessment of quality, stakeholders might consider a huge range of factors, such as performance, features included, reliability, conformance, durability, serviceability, aesthetics, perceived quality, innate excellence, fitness for intended use, safety, convenience, level of technology, availability, lead time, uniformity, with small variability, value, customer service before and during sales, on-time deliveries, after sales service, and a whole series of other factors.  

4. Something can always go wrong with operations.  So is it reasonable for operations to aim for perfect quality? 

Operations can be designed so that they are virtually perfect.  But it is right to say that they cannot allow for every eventuality, including natural disasters, international conflict, activities of suppliers, and so on.  So when organisations aim for perfect quality, they still accept that in extreme circumstances they might not achieve it.  But the alternative is to aim for less than perfect quality, and then they will never achieve the best results possible.  If an organisation aims for zero defects, it might achieve results close to this; if it aims for a certain proportion of defects, overall product quality is inevitably worse.  
5. No organisation can rely on everyone working together to give perfect quality.  The aims of different groups and individuals simply do not coincide.  So is TQM founded on a fundamental myth?

Unfortunately this is largely true.  Everyone working in an organisation has their own aims, which are not necessarily the same as those of the organisation.  A service provider might say that high quality comes from giving a 24 hour service to customers – but people working in the organisation may not want to wok these hours; high quality might force managers to work harder than they want, and so on.  But this is true in every organisation, and they always have to work through compromises that come closest to achieving the aims of all stakeholder.  TQM describes the ideal position, and managers should work towards this – but recognise that there are difficulties and obstacles.  By designing operations properly and accepting diverse aims, managers can move towards the ideals described by TQM.  
6. Do the ‘quality gurus’ have different ideas, or do they say the same things in different ways?
Largely from the 1980s onwards, quality evolved from the traditional views of quality control, to a broad view of quality management, and then on to a management philosophy.  Many authors contributed to this development, and some of these became known as the quality gurus.  There are different views about the membership of this group and the size of their contribution – and their level of fame is often a result of marketing rather than a reflection of their real contribution.  It is fair to say that the quality gurus all approved of – and contributed towards – the role of quality as a management philosophy.  As their views merged into a set of broad beliefs, the gurus all promoted the same ideas.  So we might conclude that – at least in the long term – their views became so entwined that they really gave the same message in different words.
7. There are now more concerns with the quality of services rather than the quality of goods.  Why do you think this is?  How can service quality be improved?
This reflects the focus of economic activity, almost eighty percent of which is described as services in developed countries.  It also reflects the greater difficulty of defining and achieving high quality in services.  Essentially, quality in the services is tackled in the same way as quality in manufacturing.  This develops a culture of quality – along the lines of TQM – which uses quality at source to aim for a perfect service (however this is defined). 
8. A local councillor was asked about the quality of the local police force, and replied that ‘police spending has increased by 87 percent in real terms over the last five years’.  Do you think this was a reasonable answer?

No.  There are many measures of quality that might be used for a police service, but the raw expenditure is not one of them.  People might argue that high quality in, say, the police (or any other) service can only be achieved at high cost.  But this does not mean that high costs inevitably give high quality – and the extra spending might simply be wasted.  An opposing view is that cost effectiveness is one measure of service quality, so that increasing expenditure actually reduces the level of service.  
9. What incentive is there for a monopoly supplier to improve the quality of its products?

In theory, monopoly providers improve the quality of their products to make sure that no other organisation enters the market, to discourage controls imposed by governments, and to create goodwill from customers.  In practice, this is largely window-dressing and experience suggests that monopolies are keen to take advantage of their positions.  This is the reason that governments generally feel obliged to maintain competitive trading and protect their citizens from monopolies.  
IDEAS IN PRACTICE
Constar pork plant
Aim: to show what can happen when there is a problem with product quality 

Different people have different views of quality, and this depends on their culture and society.  In recent decades Poland, along with other countries in central and eastern European, has gone through periods of dramatic social changes.  Conditions that might have been acceptable in some circumstances, are not acceptable when these circumstances change.  Here Smithfield Foods presumably thought that its subsidiaries were using the same quality standards expected in North America – and the ‘new’ Poland.  Somewhere along the line someone took a different view that would not even have been acceptable in the ‘old’ Poland.  The result was a crisis in the Polish companies which they found it difficult to overcome (and at the time of writing are still struggling with).

Avis
Aim: to show how highly a service company rates its product quality 
We have met Avis before, and mentioned their emphasis on customer service.  This case reviews their values, which start by ‘placing the interests of customers first’.  Avis work in a highly competitive market, where there is really little to differentiate products.  Then customer service is a dominant issue, and Avis largely design operations to achieve the highest possible service.  As usual, this does not mean that they ignore the requirements of other stakeholders, but it shows where they put most emphasis. 

B.P. Christofson and Partners
Aim: to show how the components of quality cost change during a period of process improvement

We described four components of quality cost – for prevention, appraisal, internal failure and external failure.  This approach seems reasonable in principle, but the way that cost information is recorded and accounts are analysed makes it difficult to measure the costs components in practice.  This case illustrates the way that one company estimated the costs.  As usual with cost information, we have to interpret the results carefully, but they do give a convincing picture of the benefits of high quality. 
Patterson’s Cake Company
Aim: to suggest that even a company that routinely achieves very high quality can have problems and need to improve quality management 
Food processors traditionally work with some of the highest levels of quality management, as any failings can have very serious consequences for customers – and then the hence the suppliers.  This case shows their traditional approach, which is based on frequent inspections and checks.  When Patterson’s had problems – which were still minor, only reaching 78 complaints per million – they quickly wanted to solve them.  Unfortunately, they took the traditional route of increasing inspections, ignoring the advice that ‘you can’t inspect quality into a product’.  This seemed to have limited success.  However, at the same time, the company began to work on its ‘quality culture’ and their introduction of TQM gave much more success in the long term. 
Total Quality Management 
Aim: to mention some of the early successes of TQM

There are many anecdotes about the benefits gained by the first companies to introduce TQM.  This case lists a few of the commonly quoted stories.  There are many similar examples.

Deming's 14 principles of TQM
Aim: to list the 14 principles that a leading advocate of TQM developed as essential requirements in an organisation  

Several authors have joined the band of ‘quality gurus’, but there is general agreement that much of the early work was done by W. Edwards Deming.  He summarised his views in the 14 principles listed in this case.  These principles developed somewhat over the years.  These are generally considered as the cornerstone of implementing quality management. 
America Online
Aim: to outline the approach to quality of a leading Internet service provider.  
AOL is one of the world’s leading Internet service providers.  Behind all the decisions that have lead AOL to develop a dominant position are its aims of providing an outstanding customer service.  This is summarised in its statement that ‘we are dedicated to the simple premise that our members deserve the best possible – and most valuable – online experience available anywhere’.  Their way of achieving this is to have everyone in the company working towards customer satisfaction.  In other words, they adopt the classic view of TQM.  The fact that AOL is so successful gives evidence for the power of TQM as a method of improving broad performance.  
CASE STUDY– DAXHAL LIMITED

This case describes the operations in a small manufacturer and their progress towards quality improvement.  There is usually some trigger that starts organisation looking to improve their quality or overall operations – typically decreasing customer satisfaction, a ‘quality champion’ who drive the organisation forward, a specific need to improve, such as pressure to adopt ISO 9000 standards, or people lower down the organisation pushing to improve their own work.  In this case there was a combination of decreasing satisfaction and appointment of a new general manager with the enthusiasm to move the company forwards.  
Obvious problems at Daxhal were rising costs that forcing up prices, lead times that were still too long, and a general feeling that relations within the company had been deteriorating.  These problems hid a series of smaller niggles.  John Peterson recognised that the three problems identified were really symptoms of broader difficulties within the company.  Things were clearly deteriorating, and if he did not identify the real, underlying causes the company would be heading for larger problems in the future.  So his first job was to identify real problems and start solving them.  He phrased this in terms of improving quality. 
· John Peterson describes his approach as ‘quality improvement’.  Do you agree?
Quality management as become a broad philosophy of achieving the organisation’s aims by making products of the highest possible quality.  But improving the quality of products automatically means improving operations – and by definition better operations inevitably give products that are somehow better.  So there is really no clear distinction, or even difference, between improving quality and improving other aspects of operations.  In this case the examples of improvements (layout, jig assembly, materials supply, packing and automation) can be described as improvements to operations – but they can also be described as improving the product as – at least – they reduce its price, improve delivery reliability, reduce damaged units, and so on.  John Peterson was looking for ways of improving operations, and he used ‘quality improvement’ as a convenient umbrella term.  
· How much progress has the company made?
Although we do not have any measures of comparative performance, the company seems to have made a lot of progress.  There was a tradition of employees making suggestions, but this had effectively died-up as managers did not value the proposals or act on them.  John Peterson made a conscious decision to improve internal relations and use this as the basis for improving operations and customer service.  He returned to the idea of asking employees for their ideas, often through the equivalent of quality circles.  And he made sure that support systems were in place to actually implement useful ideas.  This approach seems successful as it has already led to several improvements, and we have no reason to suspect that the stream of ideas will dry-up.  The implication is that the company culture is changing for the better – and the company is making positive progress.  
· What do you think it could have done differently, and what should it do now? 
There is no right or wrong way of tackling such problems, so people can make their own suggestions for things that John Peterson could have tackled differently.  Similarly, having started the process of improvement, there can be many suggestions for the next steps.  
· Is there always a connection between product quality and operations improvement?
Yes.  Organisations achieve their aims by using operations to make products that satisfy customer demand.  The basic measure of quality is how well a product satisfies customers.  This means how good the products are and how well they are made.  And this, in turn, is a basic measure of operations.  
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