
SVENSON &WALLACE, INC.

WHAT TOTAL QUALITY
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MEANS

Ray Svenson and Mark Brown

Ask any engineer or QC Manager in a
major manufacturing company about their
company's involvement in TQMand they'll
tell you, "Ofcoursewe'reintoTQM. We've
been doing it for years."

TQM, or Total Quality Management is a
broad term that may be used in a variety of
ways to describe an organization's efforts
to approach quality improvement as a
systematic process. With the advent of the
Baldrige Award in 1988, organizations are
beginning to realize that putting plaques up
on the wall and doing SPC training does
not mean that they have implemented a
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LETTER FROM THE PRESIDENT

Dear Clients and Friends:

What started out as a few new tools and techniques forimproving quality in manufacturing
plants has expanded as a whole new way of running a business. No longer limited to the
production floor of factories, Total Quality Management (TQM) is being implemented in
service and manufacturing companies of all sizes. Everyone has some type of TQM
program being implemented.

However, there is a great deal of confusion about what TQM really is. In the lead article
of this issue, Mark Brown and I explain what is really involved in TQM, and what an
organization that has successfully implemented TQM looks like.

Service companies appear to be far behind many manufacturing firms in the extent to
which they've implemented TQM. In the second article of this issue, Mark Brown
outlines a process for systematically defining customer requirements in a service
business.

This issue is a little longer and includes more detailed articles than previous issues. I'd
appreciate your feedback on the length of the newsletter. Jot any notes on the reprint

request card. ~_

SERVICE QUALITY DEPLOYMENT:
DEFINING CUSTOMER REQUIREMENTS

Mark Brown

It's a tragedy that the judges for the Malcom Baldrige Annual Quality Award were unable
to find a service company that met enough of the criteria to receive an award in 1989.
While many manufacturing companies have shown major improvements in quality over
the last ten years, many American service companies continue to have problems providing
customers with high quality service.

One of the factors that differentiates exceptional service companies from their mediocre
competition is how well they identify customer requirements, and are able to consistently
deliver on those requirements.

Service quality is more elusive than product quality . Because human behavior plays such
an important role in service quality, it cannot be dealt with with as much rigor and
precision as one would engineer a manufacturing process so as to produce consistent
products. Achieving exemplary levels of service quality begins the same way one begins
with a product, by defining the attributes of the service that customers care about
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SERVICE QUALITY DEPLOYMENT
(continued from page 1 column 2)

Service Quality Deployment Process

Figure 1 depicts the five phases in the
Service Quality Deployment process.

The five phases in this process allow you to
systematically defme what customers want
and expect from the services you provide.
However, everything the customer wants
may not be feasible, and the customer might
not be willing to pay more to receive a
higher caliber of service. Part of the process
includes an evaluation of the benefits, costs,
and feasibility of meeting customer
requirements. The output of this entire
process is a clear definition of the service
quality goals of an organization, and an
identification of the various functions
involved in achieving those goals.

I Phase I: DelIJIC ICustornc< Requirc:men1s

1I Phase II: Weigh Importance of I
Custornc< Requiremenlll,

I Phase ill: Evaluale Us

Ivs. The Ccmpetition,
I

Phase IV: Assess Feasibility,

IBenefits, and Costs,
I

Phase v: Identify Impacts 00

IEach Custmtcr Requirement

Figure 1: Five Phases in Service Quality
Deployment Process

Phase I: Define Customer Requirements

Service Quality Deployment begins with
defining what customers want and expect
from the services your organization
provides. These are called Customer
Requirements, following Phil Crosby's
definition of quality as "conformance to
requirements." The first step in this process
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WHAT TQM REALLY MEANS
(continued from page 1 cobunn 1)

TQM system. There still seems to be a great deal of confusion about what TQM really
means and what an organization looks like that has thoroughly implemented TQM. We
believe that TQM is too broad a term and needs to be more precisely defined. The
emphasis in this phrase should be on Total Quality Management. What this means is that
the organization's approach to quality improvement is integrated into all functions and
levels in the organization, not just the shop floor.

Seven Themes or TQM

It's important to understand that TQM is not a program, it is a different way of running
a business. It impacts all aspects of an organization and includes many components. The
diagram below shows that there are seven themes or components in a Total Quality
Management approach. The Vision and Values articulate the organization's beliefs and
long-term goals in relation to the quality of its products and/or services. Based upon the
Visions and Values, we have identified six additional Themes present in a TQM
organization. Each of these seven TQM Themes have certain attributes and certain
criteria, which can be used to assess the degree to which TQM is being implemented in
your organization.

Seven Themes of TQM

Vision
A

Valuca
1

I I I I I
Commitment

Quality ContinIlOUl Human Technology
&: Rcoourccs &: Rewards

Participatio~
Meuuranent Improvement

Devdopm~ Systems 6
3 4 7

1. Vision and Values

Two attributes we find in organizations that have effectively implemented TQM are
a Policy/philosophy Statement regarding quality in the company, and a Strategic
Quality Plan. The Policy/philosophy Statement should also address the organization's
priority for quality, the fact that everyone is responsible for quality, and include some
overall standards for the products/services offered by the organization.

The second aspect of the Vision &Values Theme is the existence of a comprehensive
Strategic Quality Plan. The Strategic Plan takes the vision and values outlined in the
Policy/Philosophy Statement and operationalizes these principles by articulating
long -term goals for the corporation and strategies for achieving those goals. The plan
should be developed at the highest level in the organization and include the input of
all major functions.

(continued page 3 column 2)



SERVICE QUALITY DEPLOYMENT
(conunued from page 2 column I]

r>.

is to decide how to separate the different services performed by your organization and
examine each one individually. Even a small service business like a dry cleaning
establishment might separate services as:

• Dry cleaning
• Laundry
• Tailoring/alterations.

A large service organization might have 20 or 30 different services it performs for its
customers, and each service needs to be examined individually.

Each of these functional areas would then need to be further broken down into specific
services or groupings of services.

Once you've identified the best way of dividing up the services performed by your
organization, the next step is to gather information about customer requirements. Focus
groups and individual interviews with customers are the best way of gathering information
about customer requirements. Using techniques like Brainstorming, a facilitator leads a
group of customers through the process of identifying what is important to them about a
particular service. It is important to document the requirements using the customers' own
words rather than industry jargon.

Figure 2 presents some example customer requirements for First Class service on
domestic airline flights.r>.

- CUSTOMER REQUIREMENTS
FIRST CLASS AIRLINE SERVICE

DOMESTIC FLIGiITS

Flight Attendent
Behavior

• Greets passengers at door
• Offers to hang jacket
• Assists in finding space for carry on luggage
• Offers soft drink before lake off
• Offers newspaper/magazine
• Takes drink order prornply at lake off
• Uses passenger's name
• Brings drinks promptly
• Offers additional nuts/snacks
• Refills drinks as necessary

Takes meal order proD!

Figure 2: Partial list of customer requirements for First Class
Service on domestic airline flights

Phase II: Weigh Importance of Customer Requirements

{\ As customers, we want many things from the products and services we buy. Some things
are much more important than others, however. We're willing to put up with a grease
smudge on the steering wheel, for example, if our car was fixed correctly and on time. The
next step in the SQD process is to get customers to weigh the importance of the customer

(continued page 4 column 2)

WHAT TQM REALLY MEANS
[continued from page 2 column. 2)

2. Commitment and Participation

The second TQM theme is
Commitment and Participation. For
Total Quality Management to work all
levels of employees need to be
committed and participating in the
quality improvement effort. Most
organizations that are attempting to
implement TQM will tell you they
have it, but the employees in the
organization often say that there is
little or no commitment to TQM.

1. TOM Education
2. One-oo-One Coaching
3. Develop a Comprehensive TOM

Implementation Plan
4. Establish Reasonable Ouality Goals
5. Ilf4)iement Your Own Ouality IrnptOV8I118nI

Projects
6. Tall About TOM Projec1swith EmpIoy_
7. AllocateAppropriate Resources lor TOM
8. Use the Best Measurament Technology

You Can Alford
9. Be Patient
to. Measure the Cost of Quality as part of the
Accounting Function

Executive Action Plan for Demonstrating
Commitment to TQM

The second attribute within this TQM
theme is participation. TQMrequires
that all levels of employees participate
in the quality improvement effort.
Executives have the responsibility for
establishing direction, monitoring
progress, and assigning accountability
for quality improvement Management
in the organization provides specific
expectations, resources, suppo~ and
consequences to encourage TQM. The
members of the workforce are
accountable for the quality results
achieved, and for providing
recommendations that lead to

(continued page 4 column ])
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WHAT TQM REALLY MEANS
(continued from page 3 column 2)

continuous improvement in processes
and outputs.

3. Quality Measurement

One of thecomerstones of the scientific
approach to quality improvement is
the precise definition and measurement
of all important dimensions of quality.
Great strides have been made in many
manufacturing companies in recent
years in the extent to which they
measure quality in a scientific manner.
One important attribute of the quality
measurement system is that it includes
measures for all of the stakeholders of
the organization. This means defining
the quality requirements for both
internal and external customers.
Another aspect of the quality
measurement system is that it includes
measures of processes as well as output
measures. Process control is the key
to reducing variability and consistently
achieving quality goals. In order to
achieve process control, all important
aspects of the process must be carefully
monitored on an ongoing basis.

In addition to simply measuring all
important dimensions of quality, an
organization needs to define specific
standards for each measure.
Measurement and collection of data is
meaningless without a standard goal
with which to compare those data.

While most organizations do measure
quality, many do a poor job of
measuring it For example, surveys
are used to assess levels of quality.

You also need to examine the
mechanisms used to report quality data.
Quality reports need to be clear,
concise, and readable. One has to
balance the quality measurement
system so that data are collected on all
important indices, but those data must
be reported in a simple fashion to only
those people who need that data to
make decisions.

(continued page 5 column 2)
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SERVICE QUALITY DEPLOYMENT
(continued from page 3 col/UTl1l1)

requirements that were identified in Phase I. Because each individual differs in what he
or she considers important, it's a good idea to gather data on the importance of customer
requirements in a number of ways, and from a fairly large number of customers.

One way of evaluating the importance of customer requirements is to have focus group
-participants evaluate the importance of each requirement they identified, This can be done
in one of several ways.

Voting on Importance of Customer Requirements - One method that works well is to
have participants vote on the importance of each requirement The facilitator selects the
first requirement, and asks each participant to vote whether it is high, medium, or low in
importance. A high vote is worth 3, a medium 2,and a low 1. If there are eight participants
in the meeting, the highest score a customer requirement can receive is a 24, (8 x 3) if
everyone thinks it is high in importance.

The voting process is fairly quick, but people tend to be influenced by how others are
voting so it is not very objective.

Ranking Customer Requirements- Another technique for gathering information on the
relative importance of various customer requirements is to have each participant in a focus
group meeting rank order each customer requirement from most to least important on a
sheet of paper. The facilitator then collects the rankings from each participant and posts
them on a flipchart. By adding the rankings for each customer requirement, totals can be
used to determine how the group ranked the requirements. Those with the lowest scores
are the most important

Phase In: Evaluate Us vs. The Competition

At the beginning of this third phase in the SQD process, you have a complete list of
customer requirements that have been sorted based upon their relative importance. Now
that you know specifically what customers want from your organization's services, you
need to evaluate how well both your company and your major competitors do on satisfying
the customer requirements. The information needed to do this assessment should come
from both customers and from your own employees.

Begin by selecting the two or three major competitors that provide the same services to
the same type of customers you're after. If your organization is a bank, for example, there
may be 25 other banks that compete for the same business in your city. Just select the two
or three major competitors, however. Once you've selected your major competitors, get
to work gathering data on how well you and the competition meet each requirement.
Hiring a reputable market research firm, or using your own market research department
is the best way of gathering this type of data. Make sure that they use the same scale to
evaluate each requirement A ten point scale is good, because it is simple, and provides
for enough variability in evaluating the performance of three or four different organizations.
Having a report card on you and your competitors is important because it gives you
information needed to decide how to allocate resources for Service Quality Deployment,
and to prioritize those requirements so that you can begin by working on those that are
important to customers, done well by the competition, and done poorly by your organization. ~
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The purpose of this phase is to begin putting
together your service strategy by identifying
which customer requirements you can
realistically satisfy, given constraints on
time, cost, and feasibility. The best way of
doing this assessment is to form a committee
of six to nine individuals who represent the
various functions in the organization. The
first step is to lead the committee members
in eliminating customer requirements from
the list that are totally out of the question
because they would drive up the cost of the
service too much, they are technically
impossible, or simply impractical. For
example, airline passengers might state that
one of their requirements is that airplane
seats be much larger, more comfortable,
and have more leg room than they currentl y
do. Some of the smaller airlines such as
Midway and America West have responded
to this by buying planes that do have more Another aspect of the Continuous Improvement theme is the existence of systems

r">. comfortable seats with more legroom. Other and procedures for making continuous improvement happen. The actual program
-largerairlines-like-Uniteu-arrct-Americ'<Talrr(---'orsystemusedisnotimportanr,oniy1hatthe-company has-one or more-mechanisms

have too big an investment in their current in place to encourage continuous improvement to occur.
planes to replace all the old seats, so this
requirement might be impractical for them
to satisfy. The key is to make sure that
committee members don't automatically
discard a customer requirement because it
appears too costly or too impractical.
Explore alternatives before crossing the item
off your list. A competitor may fmd a way
of meeting this requirement and take away
some of your market share.

SERVICE QUALITY DEPLOYMENT
r>. (continued from page 4 column 2)

Phase IV: Assess Feasibility, Benefits,
and Costs

Once you've narrowed down the list
somewhat, the next step is to evaluate each
requirement on three dimensions, using a
ten-point scale for each dimension:

• Feasibility
• Benefits
• Cost

Once you have finished evaluating the three
dimensions for the first customer

r">. requirement, total the three scores. Take
this figure and multiply it by the 1, 2, or 3
importance rating given to the requirement
by the customers. Proceed in the same

(continued page 6 column 2)

WHAT TQM REALLY MEANS
(continued from page 4 column 1)

The final and most important characteristic of a quality measurement system is the
degree to which the organization measures the cost of quality, and the cost of non-
conformance. Philip Crosby suggests that most American companies don't measure
the cost of quality, even though correction of defects often amounts to over twenty-
five percent of the company's entire operating expenses.

4. Continuous Improvement

One of the major tenets of the TQM philosophy is continuous improvement
Achieving long-term goals such as zero defects requires unending effort, with each
improvement followed by a new objective and additional effort to achieve even
better results. Organizations that have done a thorough job of implementing TQM
approach all challenges with this focus on continuous improvement. Some of the
attributes of effective organizations are that they have all of the processes in the
company under tight control, and that they have the data to show the degree to which
the processes are under control. When we talk about processes, we are talking about
more than simply the manufacturing or service delivery processes. We are talking
about all of the processes performed by internal service departments such as
Purchasing, Engineering, Accounting, Materials, Human Resources, Information
Systems, etc. Each of these areas has processes, and they need to be controlled as
tightly as the manufacturing process.

S. Human Resources Development

Human Resources Development, the fifth theme of TQM, relates to how the
organization involves its employees in the quality improvement effort. One attribute
of an effective TQM organization is that all levels of employees have been educated
on Total Quality Management's philosophies, and on quality improvement tools and
techniques. Another important attribute is that all employees have been trained on
all the knowledge and skills they need to perform their jobs. The measure of this is
the degree to which employees are competent for the positions they hold.

Another important aspect of human resources is whether or not there are adequate
resources to achieve the desired results. Not only are there enough employees for
the workload, but do the employees have the right mix of knowledge, skills, and
abilities to achieve the goals and objectives? Implementing a major change such as
TQM requires a great deal of time and effort. Many tasks take longer to perform the
new ways, and organizations need to allow adequate time for employees to master
applying TQM techniques in their own jobs.

Human resource plans need to be integrated with strategic quality plans so that
adequate resources are provided for achieving the long-term and short-term goals.

Another attribute of TQM organizations that relates to their human resources is the
overall quality of work life. How do employees feel about working for the
organization? Absenteeism and turnover should be low, and morale should be high.

(continued page 6 column 1)
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WHAT TQM REALLY MEANS
(consinued from page 5 column 2)

Exploiting workers may produce
impressive quality results in the short
run, but long-term results will suffer.
TQM is a win-win approach that
produces the results the company wants,
while also providing interesting,
challenging work and a pleasant place
to work for the employees.

6. Technology and Systems

The sixth TQM theme relates to the
technology and systems being employed
by the organization. One important
attribute is information systems used to
gather quality data and report that data
to the appropriate employees.
Information systems should be designed
with the input of the users of those
systems. In many companies the MIS
department decides how information
will be gathered and reported, with little
or no input from the consumers or users
of the information systems. Another
important attribute of a TQM
organization is its communication
system. How does information about
quality and results get communicated
to employees on a regular basis?
Company newsletters, electronic mail,
bulletin boards, announcements,
memos, and other media need to be
used to make sure that all levels of
employees have the information they
need to be effective. To achieve a truly
participative organization, management
must get used to sharing more
information about the business with
employees than they may be
comfortable with.

When one thinks of TQM, one also
thinks of other innovative approaches
to manufacturing systems. Materials
Requirements Planning (MRP), Just-
in- Time, Product Development Life
Cycle Planning, and various approaches
to Project Management are just some of
the new approaches that are
synonymous with TQM. Forward-
thinking organizations who are involved
with TQM are also usually involved

(continued page 7column 1)
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SERVICE QUALITY DEPLOYMENT
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manner evaluating each of the remaining customer requirements. When you are ~
fmished, you will have a chart that looks like Figure 3. The customer requirements that
have the highest overall scores are the ones you should begin work on first. Those are
the requirements that are the most important to customers, will cost you the least. provide
you with the biggest benefits, and can be easily accomplished.

Evaluation of Customer Requirements

Customer Requirement Feasibility Benefits Cost Subtotal WL Total Rank
• ConvCDiClll Houn 9 3 4 16 2 32 5

(CVCDiDgS&: SlIIUrdays)
• C1ean Waiting Room 8 4 2 14 3 42 4
• Car Ready WhCD Promised 6 8 7 21 4 84 1
• CarWuhed 7 8 5 20 3 60 2
• Minimum wait in LUl. 10 3 8 3 14 4 56 3

bring c.- in and bave
wriUenup

Figure 3: Chart for Evaluation Customer Requirements

Phase V: Identify Impacts on Each Customer Requirement

At the conclusion of Phase IV, you will have a list of customer requirements that you have
identified as important. practical and cost-effective. The purpose of this phase is to
examine each customer requirement and identify which functions in your organization
should be involved in meeting that requirement This process can be done in the same
meeting where the customer requirements are evaluated.

Begin with the first customer requirement and ask what degree of impact the first
function will have on meeting it. Impact is rated using a four-point scale as follows:

3 = High degree of impact
2 = Medium degree of impact
1 = Low degree of impact
o = No impact on meeting requirement

Once you have thoroughly defined customers' requirements for the services your
organization provides, the next step is to build a plan for consistently meeting those
requirements, and for measuring how you do in meeting the requirements. This is where
the Impact Matrix you created in Phase V becomes very useful. A cross-functional plan
needs to be created that specifies the actions and responsibilities for meeting each
individual customer requirement.

Conclusions

If it sounds like a lot of work, it is. Improving service quality requires a great deal of time
and hard work. Further, it is a never -ending process. You don't do this for a year or two
then sit back and relax. Customer requirements are constantly changing. Consequently,
you need to be gathering data on what customers expect and want from organizations like ~
yours on an ongoing basis. A competitor offering a new service or enhancing an existing

(continued page 7column 2)



WHAT TQM REALLY MEANS
(continued from page 6 column 1)

with other new approaches to improve inventory control, manufacturing, or project
management.

Another attribute of an effective TQM organization is the degree to which they
utilize state-of-the-art technology to achieve their quality goals. This does not mean
that they purchase every new piece of technology that comes on the market. What
it means is that the organization uses the latest technology that is available and
economically feasible for achieving their quality goals. Technology may exist that
would enable a company to improve quality, but it should only be purchased if it
makes economic sense. Simply improving quality without considering what the
improvements will do to manufacturing costs and the ultimate price of the product
is not consistent with the TQM philosophy.

7. Rewards

The seventh and final theme found in organizations that effectively implement Total
Quality Management has to do with rewards or consequences. It is not enough to
simply set goals and give people the tools and resources they need to achieve quality
goals. An organization needs to reward people for achieving or exceeding their
quality goals. Compensation systems in most companies are not performance based.
Paying people by salary or by the hour with annual or semi-annual raises is not
performance-based pay. Simply put, compensation systems in most small and large
organizations are not integrated with Total Quality Management.

- Implementing--finanGial--inoonti¥e--syswms--ta-ooG()ur-age--ana-promote-quali~y-is
important, but so are non-financial rewards. One of the most powerful rewards for
most employees is recognition from peers and superiors. Organizations that
successfully apply TQM often have comprehensive recognition programs for all
levels of employees.

A third way in which rewards or consequences are utilized in a TQM organization
is supplier incentives. Suppliers to many large manufacturing organizations such as
Ford, must demonstrate that they are implementing certain aspects of TQM in their
organizations before they will even be considered as a supplier. The United States
Government is also doing this with its major defense suppliers. Along with assuring
that suppliers meet certain basic "entrance requirements" regarding their
implementation of TQM, many large companies offer their vendors incentives for
exceeding pre-determined quality standards.

Implementing TQM in Your Own Organization

Our intent in this article was to prompt you to critically assess your own quality
improvement efforts in your company and determine areas in which improvement is
needed before you can really say that you have implemented Total Quality Management
The cornerstone of any TQM implementation is a thorough strategic quality plan. We
fmd many organizations that have been working on TQM for years, but lack such a plan.

Total Quality Management needs to be looked at as a system of interdependent
~ components or subsystems. When one of these components is missing or working

improperly (e.g., Quality Measurement), the entire system will not function and results
will not be achieved. Making changes in the seven areas we outlined herein will serve

[continued page 8 column 1)

SERVICE QUALITY DEPLOYMENT
(continued page 6 column 2)

service often creates new customer
requirements.

This is only the front end of the service
quality improvement process. Much more
needs to be done to make exemplary service
a reality in an organization. This front end
portion is the part that many service
organizations do poorly, however. Many
assume that they know what their customers
want and expect, and end up committing
valuable resources getting employees to
perform tasks that don 'tmatter to customers.

For Additional Information

An expanded version of this article was
published in the March, 1990 issue of the
Journal for Quality and Participation. If
you would like a copy, fill out the reprint
request card and return it to us.

COST OF
NONCONFORMANCE AND
TRAINING ROI

Guy Wallace

It's much easier to identify a "training need"
than it is to forecast the potential return on
investment (ROI) for meeting that need.
Complex, convoluted algorithms developed
to identify the ROI for a training project
may not get your message across to an
audience of upper management that is
generally suspicious of the ROI figues
placed in front of them. Your best approach
is one that is both conservative and simple.

One method we use with our clients
involves a fill-in-the blanks COST -OF-
NONCONFORMANCE Algorithm. It
determines the potential investment return
based on salary costs alone. Scrap,
equipment operating and other costs could
be included, but may overly complicate the
equation.

{continued page 8 column 2)
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WHAT TQM REALLY MEANS
(continued from page 7 column 1)

to improve quality somewhat. but significant
long-term quality gains can only be
accomplished with a TQM approach that
encompasses all the attributes and criteria
presented.

An expanded version of this article will
appear in an upcoming issue of the] ournal
for Quality and Participation. Drop us a
note if you would like to receive a copy.

BROWN AWARDED
PUBLISHING CONTRACT

Mark Brown was awarded a publishing
contract with Quality Resources, Inc.; a
division of the Kraus Organization, Limited.
The tentative title is: "Service Quality
Control: 7 Tools for Improving Service
Quality." The book will be designed as a
workbook and will be available in early
1991.

WEST COAST OFFICE

Beginning in July, 1990, Svenson &
Wallace will open a West Coast office
near Los Angeles, California The exact
location will be announced at a later date.
The office will be headed by Mark
Brown.
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COST OF NONCONFORMANCE AND TRAINING ROI
(continued from page 7 column 2)

In our example below the situation is as follows:

• Approximately 1,000 performers are in the target audience.

• The knowledge and skills to be taught represents about 25% of a performer's
job.

• The average fully loaded salary is $45,000.00.

• The current level of job proficiency related to these knowledge and skills is
50% and it is believed that the training will bring the average proficiency to
90%.

• The total training investment will cost $1.3M to develop/acquire, deliver and
administrate.

Potential
Return

PrOrlCiency
Improvement$

Loaded
Salary

Target
Population

Size

%
or

Time

45K .40 4.5M1,000
Net & Proflcieuc:,~------~------~~------~--------~------~~

ROI% = Return - Investment
Investment

4.5 -1.3
=---

1.3

ROI % = 246

A simple formula, but very believable, particularly when the ROI figures are established
by the client organization.
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