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Introduction to Total
Quality in Organizations

Chee Cheng Chen
Dec., 2012

History of Quality Assurance

+ Quality awareness in U.S.
manufacturing industry during 1980s:
from “Littie Q" to “Big Q" - Total Quality
Management

+ Malcolm Baldrige National Quality
Award (1987)

+ Disappointments and criticism

Key Dimensions of Service
Quality

Dow much ime st cusiomes wait?
wila service be perkcrmedwhen
7

25 Ave allfloms i the ordor included)
. - 60 fordine smployess rest each
Gustomer cheeduly?
fenicy - e sernces dekered nthe same.
¥ costomer, ani every 1me for e

Accessit jenrce -5 e senvice easy
1o obtain?

Deming Chain Reaction

Theory of Knowledge

« Knowledge is not possible without
theory

+ Experience alone does not establish
atheory, itonly describes

+ Theory shows cause-and-effect

relationships that can be used for
prediction

Juran Philosophy

Juran proposed a simple definition of
quality: “fitness for use.” This definition
of quality suggests that it should be
viewed from both extemal and intemnal
perspectives; that is, quality is related
to (1) product performance that results
in customer satisfaction; (2) freedom
from product deficiencies, which avoids
customer dissatisfaction.”

I GERITIY

Total Quality

+ A comprehensive, organization-wide effortto
improve the quality of products and services

Defining Quality

Fast dalivary
Consistency
Eliminating viaste
Daing it right the first time.
Delighting ar pleasing custamers

Total customer service and satisfaction

Compliance with palicies and procedures

Differences Between
Manufacturing and Services
neadsand
culto identl
* The production of servi
ngher aegres of custom.zate
+ Theoutput of many service systemsis in‘angibs
* Sences areproducedand consumed
simultaneously
Customers ofienare involvadinthe service
process and presentwhil & s being performed
Service raly labor intensive

Aormance standards are
ur

typeallyrsquires a

+ Many service organizations m
large numbers of customer ransac:

dle very
s

Deming's System of Profound Knowledge
+ Appreciation for a system

+ Understanding variation

« Theory of knowledge

« Psychology

Psychology

+ People are mofivated infrinsically and
extrinsically; intrinsic motivation s the
most powertul

- Fear is demotivating

+ Managers should develop pride and joy In
work

rlu

Juran's Quality Trilogy

« Quality planning
« Quality control
* Quality improvement

JURAN &
INSTITUTE

History of Quality Assurance
s

« Skilled craftsmanship during Middle Ages

+ Industrial Revolution: rise of inspection
and separate quality departments

+ Early 20™ Century: statistical methods at
Bell System

+ Quality control during World War II

+ Postwar Japan: evolution of qualty
management

Formal Definitions of Quality

+ The totality of features and
characteristies of a product or service
that bears on its ability to satisfy given
needs - American Society for Quality

ness foruse
- Mesting or
expectation:
- Conformancs tospecications

Quality and E-commerce

+ Customer expectations
~Valuable content that is (ntuitive 2nd
understandable, accurate, and current
—Speed and reliability
~Ease of use and abilily to meet
expectations

Systems

+ Most organizational processes are
cross-functicna

+ Parts of a system must work together

+ Every system must have a purpose

+ Wanagement must optimize the
system as a whale

Deming's 14 Points iaasec

1. Create and publish 2 company mission
‘statement and comnit to It.

2. Loarn the new philosophy.

3. Understand the purpose of inspection

4. £nd business practices driven by price slone.

5. Constantly improve system of production
and sevice.
6. Institute trining,

7. Teach and instiute ke 0

8. Drive out fear and create trust,

Crosby Philosophy

"Quality is free. It not a gift, but itis
free. What costs money are the unquality
things - all the actions that involve not
doing jobs right the first time.”

Ififi#— : Introduction to Total Quality in Organizations(4 37 I):

History of Quality Assurance

+ Quality awareness in U.S.
manufacturing industry during 1880s:
from “Littie Q to "Big Q" - Total Quality
Management

+ Malcolm Baldrige National Quality
Award (1987)

+ Disappointments and criticism

Quality in Manufacturing

+ cot - dagres fo wheh charactarstics
malch stz
Durstily - srmourt of use befors deteroraben o
restacement

. iy — speed ccurtesy, and

— bk, fee, scund, st sl

Deming Philosophy

The Deming philosaphy focuse:

wroduet y

reducing uncertainty nd variability in design.

manufacturing, and service processes. driven by
erskip of top management

Variation

+ Many sources of uncontroliable
variation exist in any process

« Excessive variation results in product
failures, unhappy customers, and
unnecessary costs

+ Statistical metnods can be used to
identify and quantify variation to help
understand it and lead to
improvements

Deming's 14 Points

Optimize team and individual effrt
Eliminate exhortations for work force.
Eliminate numerica! quotas and M.8.0.

education and s improvement.
to accomplish the transformation.

Crosby's Absolutes of Quality
Management

+ Qualty means conformance to requirements

+ Problems are functional in nature

* There is no optimum leve! of defects

« Cost of quality is the only useful
measurement

+ Zero defects is the only performance
standard

- o hpaby com




Principles of Total Quality

- Customer and stakeholder focus

+ Process orientation

- Continuous improvement and learing

- Empowerment and teamwork
Management by fact

- Visionary leadership that views TQ as a
strategic organizational asset

Continuous Improvement and

Leamni
+ Incremental and breakthrough

improvement
~ Products and services
- Work processes
~ Flexbility, responsiveness, and cycle ime

~ why changes are successful
through feedback between practices and
results

Visionary Leadership and Strategic
Orientation

+ Leadership is the responsibility of top
management

« Senior leaders should be role models for
the entire organization

* Leaders must make long-term
commitments to key stakeholders

+ Quality should drive strategic plans

Customer and Stakeholder
Focus

- Customer is principal judge of
quality

« Organizations must first understand
customers’ needs and expectations

in order to meet and exceed them

- Organizations must build
relationships with customers

+ Customers are internal and external

Learning Cycle

. Planning
. Execution of plans
. Assessment of progress

Revision of plans based upon
assessment findings.

TQ and Agency Theory

‘@ concept in which
one party (the principal) engages another
party (the agent) to perform work

:individuals in agency
relationships are utility maximizers and will
always take actions to enhance their self-
interests.

Process Orientation

A is a sequence of activities that is
intended to achieve some result

Di

Empowerment and Teamwork

- giving pecple authority to

make decisions and promote change.

+ Employees know their jobs best and
therefore, how to improve them

+ Empowerment better serves customers, and
creates trust and motivation

must exist vertically, horizontally

and interorganizationally

Contrast With TQ o

+ TQviewsthe management system as one
based on socialand human values, whereas
agency thecry is based on an economic
perspective that removes paople from the
equation.

« Agency theory profounds the besief that people
are seif-nterested and opportunistic and that
ther rights are conditional and proportional to
the value they add to the organization. TQ
suggests that people are also motivated by
interests other than self, and that people have
an innate right to be respected.

TQ and Organizational Models

Cross-functional Perspective

Management by Fact

+ Organizations need good performance
measures 1o drive strategies and change,
manage resources. and continuously improve

+ Data and information support analysis at all
lovels

+ Typical measures: customer, productand
senvice. market, competitive comparisons,
supplier. employee. costand financial

Contrast With TQ zor

as5umes an inherent confictof Qoels
prcipas, and tat agent Goo's ore
‘o8l goais thvough formal contracts. In
fganization nmon

-teem parspactve based
wheras agency theory focuses on short
term schievenent of the cotiact between the pracipsl
and agent

Qleaders provide a qusity vision and plsy &
roie in the arganization, leaders n agency (e,
control mecharsms and engage 1 mondonng




Ifif+ = : Frameworks for Organizational Quality (H 26 F1)

Frameworks for
Organizational Quality

Chee-Cheng Chen
Dec., 2012

Criteria for Performance
Excellence

Leadership

Strategic Planning
Customer and Market Focus
Measurement, Analysis, and Kriowledge
Management

Human Resource Focus

Process Management

Business Resulis

Baldrige

Baldrige Web Site

www.baldrige.org

Links to award recipients and
application summaries

Updated criteria versions
CEO issue sheets
Other information

Malcolm Baldrige National Quality
Award

Help improve quality in U.S.
companies

Recognize achievements of
excellent firms and provide
examples to others

Establish criteria for

evaluating quality efforts Mool Bldrige
. . former U.S. Secratary
+ Provide guidance for other of Commerce

American companies

The Baldrige Framework —
A Systems Perspective

\

T
Busingss

5
2 fHuman
Strategic Esource
/4 Flint Focus
Results

\ < | ~
thel”
I

Customer &
Market

\

Focus

Baldrige Award Evaluation
Process

Feadback repont
to applicant




Approach

+ Appropriateness of methods

« Effectiveness of use of the methods.
Degree to which the approachis
— Repeatable, integrated, and consistently applied

— Embodies evaluation/improvement/earning
cycles

— Based on reliable information and data
+ Alignmentwith crganizaticnalneeds
+ Evidenceofinnovation

Results

Current performance

« Performance relative to appropriate
comparisons and benchmarks

« Rate, breadth, and importance of
performance improvements

* Linkage of results measures to key

customer, market, process, and action

plan performance requirements

Criteria Evolution gory

+ From individual quality improvement activities
to cycles of evaluationand improvementin all
key areas

+ From data analysis of quality efforts to an
aggregate, integrated organizational level
review of key companydata

From results that focus on limited financial
performanceto a focusona composite of
businessresults, including customer
satisfaction and financial, product, service,
and strategic performance

Deming Prize

+ Instituted 1951 by Union of Japanese
Scientists and Engineers (JUSE)

+ Severalcategeriesincluding prizes for
individuals, facteries, small companies, and
Deming applicaticn prize

+ American companywinners include Florida
Power & Lightand AT&T Power Systems
Division

Deployment

+ Extent to which the approach is applied to
all appropriate work units

Criteria Evolution ey

From quality assurance and strategic

quality planning to a focus on process

management and overall strategic planning

+ From a focus on current customers to a
focus on current and future customers and
markets

+ From human resource utilization to human
resource development and management

* From supplier quality to supplier

partnerships

Self Assessment

A primary goal of the Baldrige program is to
encourage many organizations to improve on
their own by equipping them with a standard
template for measuring their performance and
their progress toward performance excellence.

Bosing Airlift & Taker
Programs — 1998 wmner

Other Quality Awards

« European Quality Award
+ Canadian Awards for Business Excellence
« Australian Business Excellence Award




ISO 9000:2000 E

* Quality system standards adopted by
International Organization for
Standardization in 1987; revised in 1994
and 2000

Technical specifications and criteria to be
used as rules, guidelines, or definitions of
characteristics to ensure that materials,
products, processes, and services are fit
for their purpose.

Objectives of ISO Standards .z

+ Achieve, maintain, and continuously
improve product quality

+ Improve quality of operations to continually
meet customers’ and stakeholders’ needs

+ Provide confidence to internal
management and other employees that
quality requirements are being fulfilled

Structure of ISO 9000 Standards

21 elements organized into four major
sections:

- Management Responsibility

— Resource Management

- ProductRealization

— Measurement, Analysis, and
limprovement

Six Sigma

— a business improvement
approach that seeks to find and eliminate
causes of defects and errors in
manufacturing and service processes by
focusing on outputs that are critical to
customers and a clear financial return for the
organization.

Based on a statistical measure that equates
to 3.4 or fewer errors or defects per million
opportunities

+ Pioneered by Motorola in the mid-1980s and

Eoeularized bz the success of General

10

Rationale for ISO 9000

+ 1S0O 9000 defines .
based onthe premise that certain generic
characteristics of managementpractices can be
standardized, and that a well-designed, well-
implemented, and carefully managed quality
system provides confidence thatthe out-puts will
meet customer expectations and requirements.

Objectives of ISO Standards .

+ Provide confidence to customers and other
stakeholders that quality requirements are
being achieved

+ Provide confidence that quality system
requirements are fulfiled

ISO 9000:2000 Quality
Management Principles

CustomerFocus

Leadership

Invelvementof People

Process Approach

System Approach to Management
Continual Improvement

Factual Approach to Decision Making
Mutually Beneficial Supplier Relationships

O NGk WD

Key Concepts of Six Sigma

(1of2)

+ Thinkin terms of key business processes,

custemerrequirements, and overall strategic

objectives.

Focus on cerperate spensorsrespensible for

champicning prejects, suppertteam activities,

help to overcome resistanceto change, and

obtaining resources.

Emphasize such quantifiable measures as
that

canbe applied to all parts of an organization




Key Concepts of Six Sigma

(2 of 2}
Ensure that appropriate metrics are identified
early and focus on businessresults, thereby
providing incentives and accountability.
+ Provide extensive training followed by project
team deployment
Create highly qualified process improvement
experts (‘green belts,” “black belts,” and
‘master black belts”) who can apply
improvementtools and lead teams.

Set stretch objectives forimprovement.

Six Sigma as a Quality

Framework 2.y

* TQtraining is generally limited to simple
improvementtocls and concepts; Six Sigma
focuses on amorerigorous and advanced setof
statistical methods and a structured problem-
scolving methodolegy DMAIC—define, measure,
analyze, improve, and control.

+ TQis focused onimprovementwith little financial
accountability; Six Sigma requires a verifiable
return on investmentand focus on the bottom line.

11

Six Sigma as a Quality
Framework ¢ oz

« TQ is based largely on worker
empowerment and teams; Six Sigma is
owned by business leader champions.

« TQ activities generally occur within a
function, process, or individual
workplace; Six Sigma projects are truly
cross-functional.

Transactional Six Sigma

+ Applicationsin service organizations
+ Issues:

— The culture of services is usually less scientific and
service employees typically do notthink in terms of
processes, measurements, and data. The
processes are often invisible, complex, and not
well defined or well documented

— The work typically requires considerable human
intervention, such as customerinteraction
underwriting or approval decisions, ar manual
report generation




[ff{+ = : Organizations And Organizational Effectiveness (| 28 1I):

Learning Objectives

Organizations ) o )
« Explain why organizations existand the
and purposesthey serve
Organizational Effectiveness + Describe the relationship between organizational
theory and organizational design and change,
and differentiate between organizational

structure and culture
Chee-Cheng Chen

Dec., 2012

Learning Objectives Learning Objectives
* Understand how managers can utilize the + Appreciate the way in which several contingency
principles of organizational theery to design and factors influence the design of organizations

change theirorganizations to increase
organizational effectiveness

Identify the three principal ways in which
managers assess and measure organizational
effectiveness

.

How Does an Organization Create
Value?

+ Organization: A tool people use to coordinate » Value creationtakes place atthree stages:
their actions

What is an Organization?

» Each stage is affected by the environmentin

+ Entrepreneurship: The process by which people which the organization operates
recognize and — Organizational environment: The set of forces and
then conditions that operate an organization’s
boundaries its ability to acquire anduse

resources to create value

Figure 1 - How an Organization

L 40
Brodios Vallic Why do Organizations Exist~

+ Toincrease specialization and the division of
labor
— Division of labor allows specialization
— Specialization allows individuals to

12



Why do Organizations Exist?

(cont.)

+ Touselarge-scaletechnology

— Economies of scale that resultwhen
goods and services are produced in large volume on
automated production lines

— Economies of scope: Cost savings that result when
an organization is able to use underutilized resources
more effectively because they across
different products or tasks

Why do Organizations Exist?

(cont.)

» To economize ontransactioncosts
— Transaction costs: The costs associated with
negotiating, monitoring, and governing
people
» Toexertpowerand control
— Organizations can exert great pressure on individuals
to conform fo task and production requirements in
order to

Figure 3 - Why Organizations Exist

Increase specialization and
the division of labor

Use large-scale technology

The use of an Which Increases

organization allows o Manage the extemal . thevalue that an

peaple jointly to emvironment organization
can create

Economize on
transaction costs

Exert power and control

Organizational Theory, Design, and
Change (cont.)
+ Organizational culture: The set of

that controls organizational members’
interactions

Why do Organizations Exist?

(cont.)

+ To manage the organizational environment
— Anorganization’s environmentis the of
valuable input resources andis the marketplace into
which itreleases outputs
— ltis the source of economic, social, and political
pressures that o obtain
these resources

13

Why do Organizations Exist?

(cont.)

+ Thefive factors help explain why more value can
be created when people
coordinating their actions in
when they

Organizational Theory, Design, and
Change

+ Organizationaltheory: The study of how

organizations functionand
by the environmentin which they

operate

+ Organizational structure: The formal system of

thatcontrol how

people coordinate their actions and use
resourcesto achieve organizational goals

Organizational Theory, Design, and
Change (cont.)
+ Organizational design: The process by which

managers selectand manage aspects of
structure and culture so that an organization can



Organizational Theory, Design, and
Change (cont.)

Organizational change: The process by which
organizations redesign their structures and
cultures to from their present state to
some desired future state

Importance of Organizational Design
and Change

+ Dealing with contingencies
— Contingency. that might occur and must be
planned for
— The design of an organization determines how
effectively an organization is able to
various pressures inits environment and so obtain
scarce resources
— Challenges organizations must be ready to face
+ Globalization
« Changing technology

Importance of Organizational Design
and Change (cont.)

* Managingdiversity
— Differencesin the race, gender, and national origin of
organizational members have importantimplications
for organizational culture and effectiveness
— Leamning how to effectively utilize a
can result in better decision making and more
effective workforce

The Consequences of Poor
Qrganizational Design

of the organization

+ Talented employees to take positicnsin
growing organizations
* Resources become to acquire

* The process of value creation

14

Figure 4 - The Relationship Among Organizational Theory,
Structure, Culture, Design, and Change

Organizationsl Thoory
The sty of I cxpaestatiorn furction aee) o ey afioct anet
e afected by e cmonimert i winch Shey operata

= The formad system of task o @ The ot of shamd vl and ncems.
ottty rokaonahipe vt mae "

Importance of Organizational Design
and Change (cont.)

Gaining competitive advantage
— Competitive advantage: The of one company fo
outperform another because its managers are able to
from the resources at their disposal
— Core competences: Managers’ in
value-creating activities
— Strategy: The specific pattern of
that managers take to use core competencies
to achieve a competitive advantage and outperform
competitors

Importance of Organizational Design
and Change (cont.)

+ Promoting efficiency, speed, and innovation
— The better an organization functions, the more value it
creates
— The can leadto faster
innovation and quickly get new products to market

How do Managers Measure
Organizational Effectiveness?

« Control - Having centrol overthe external
envirenmentand having the ability to attract
resources and customers

* Innovation - Developing an crganization’s skills

and capabilities so the organization can discover
new products and processes




How do Managers Measure
Organizational Effectiveness? (cont.)

« Efficiency- Means developing modern
production facilities using new information
technelogiesthat can produce and distribute a
company’s products in a timely and cost-
effective manner

Measuring Effectiveness:
QOrganizational Goals

» Official goals: Guiding principlesthat the
arganization formally states in its annual report
and in other public documents

+ Mission: Goals that explain why the crganization
exists and whatit should be doing

+ Operative goals: Specific long-term and short-
term goals that guide managersand employees
as they perform the work of the organization

15

Table 1 - Approaches to Measuring
Organizational Effectiveness

Description

Measure Effectivensss

Internal systems

appeoach

Technical

appecach

Summary

+ Organizations are atool people use to achieve
their goals

+ Organizationaltheory is the study of how
organizations function and how they affectand
are affected by their environment

+ Organizational effectiveness mustbe monitored
by managers




