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LETTER FROM THE VICE PRESIDENT

Dear Clients and Friends,

Two trends that started in the 1980s and appear to be accelerating in the 1990s are the push
for quality products and services. and cost cutting. Every one of our clients is involved
in efforts to improve quality and reduce costs. Our lead article in this issue presents Ray
Svenson's ideas on how an organization should use its corporate staff groups. Corporate
staffs are often the first area where cuts in staff and funding are done. Ray believes that
corporate staff groups can perform many value-added services for the line organization,
but suggests that the corporate groups must demonstrate their worth and value to the
organization. To be more effective, staff groups must also be more customer-oriented in
their-approach to line organizations. --------"

1990 marks the third year of the Malcolm Baldrige National Quality Award. By now,
most organizations have heard of the award, and want to know what they can do to win
it The second article in this issue explains what the award is all about, and what the
examiners look at when evaluating a company against the award criteria.

We always welcome your comments and feedback. and look forward to seeing many of
you at the NSPI Conference in Toronto.

~~W~

REVITALIZING THE AILING AWARD WINNING QUALITY
CORPORATE STAFF

Ray Svenson

Wffift's Wrong With Corporate Staffs?

Media stories about companies drastically
cutting their corporate staffs have almost
become routine. Some ofthe reasons given
for the cuts in corporate staffs include:

• Easy targets to cut overhead
expense

• Perceived as not adding sufficient
value to justify their cost

• Often seen as resting places for
individuals who can't cut it in
the line organization.

(continued page 2 column 1)

Mark Graham Brown

It's hard to find a major company these days that isn't involved in some type of quality
improvement program. A few years ago, it was only the manufacturing companies that
were working on Total Quality Management (TQM), but today, most service businesses
are also implementing quality improvement programs. The major reason for this fervent
interest in quality is survi val. Executives realize that service and product quality standards
must continue to improve, as customer expectations become more demanding. Companies
that consistently fail to meet these standards simply won't survive.

National Quality Award

Another factor that has fueled the increased interest in quality is the Malcolm Baldrige
National Quality Award. The award was started in 1988 to recognize American
companies that do an exemplary job in the area of quality. Now in its third year, the award,
which was created by the V.S. Department of Commerce promotes quality as the key
element in strengthening the position ofV.S. companies in domestic and world markets.
In 1989, the Department of Commerce mailed out more than 65,000 copies of the Baldrige
Award Guidelines, but only 40 companies actually applied for the award. This doesn't
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REVITALIZING THE AILING
CORPORATE STAFF
(continued from page 1 column 1)

Cutting corporate staffs yields an immediate
fmancial benefit, without any direct impact
on the line organization, where the income
is generated. What is wrong with many
corporate staffs is that they do not add as
much value to the organization as they
could. This article offers some ideas on
making the corporate staff more effective
so as to better demonstrate their value to the
line organization.

Why Do We Need Corporate Staff
Groups?

To remain competitive in the world
econom y, the line operations in an
organization must:

• Dramatically improve quality
• Improve customer service
• Reduce costs
• Constantly adapt to a changing

business environment and
changes in business strategies.

Line management can take certain actions
to bring about improvements, but they are
limited because they must necessarily focus
on running the day-to-day business. The
actions they can take unaided are short-
term piece-part remedies that may result in
only a few percentage points improvement.
The big improvements in tens and hundreds
of percentage points can only be
accomplished through a well designed
combination of:

• New technology
• Organization structure and

workflow design
• Job design
• Training
• Measurement and feedback

systems
• Reallocation of human and

financial resources
• Compensation/reward systems.

To deal with these issues, line management
turns to the corporate" staffs, whose
responsibility it is to develop and maintain
such systems. The problem with turning to

(continued page 3 column 1)
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discourage Curt Reimann, the director of the award. The criteria are very stringent, and
many companies realize after reviewing the standards that they are not as advanced as
they thought in the area of TQM. They may decide to work to improve their quality
improvement efforts for a year or two before actually applying for the award.

Award Winners

In 1988, three organizations won the Baldrige Award:

• Motorola
• Westinghouse Nuclear Fuels Division
• Globe Metallurgical.

In 1989, the award was given to Milliken and Company and Xerox Business Products and
Systems. Awards are given out in three categories:

• Manufacturing Business
• Service Business
• Small Business.

Evidence of the stringent nature of the award criteria is the fact that no service
organization was given an award in either 1988 or 1989. Part of this is due to the fact that
few service organizations applied, but from our observations, most major service
companies are at least five years behind manufacturing companies when it comes to
implementing TQM.

Award Criteria

Applicants for the Baldrige Award are assessed on seven different categories of information
on how well they have implemented TQM. Each of these seven categories is further
broken down into specific criteria. The seven categories are weighted differently, based
upon their relative importance. The seven categories and their weights are as follows:

• Leadership 100/0
• Information & Analysis 60/0
• Strategic Quality Planning 90/0
• Human Resource Utilization 15%
• Quality Assurance of Products & Services 15%
• Quality Results 15%
• Customer Satisfaction 30%

A large part of the review process involves looking at the activities the organization
performs in the area ofTQM. How executives demonstrate their commitment, how much
training on TQM gets done, how Quality data are tracked and analyzed, etc. It's possible
that an organization can appear to do all the right things and still not get results, however.
Because of this, 45% of the evaluation is based upon what type of results the company
produces. A lot of companies spend a lot of time talking about quality, but not living it.
The Baldrige Award criteria quickly separates those companies from the ones whose high
quality products and service have produced significant business results such as: increased
market share and customer satisfaction.

(continued page 3 column 2)
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(continued from page 2 column 1)

the corporate staff groups is they often Jack the skills needed to effectively
design and implement such systems. Corporate groups are usually staffed by
managers representing specific disciplines such as engineering, marketing, or
information processing. Many of these individuals lack expertise in the areas
of performance engineering and consulting skills. Realizing their lack of
skills, corporate managers often hire consultants to assist them in the
development of the needed systems to aid line management The problem
with turning to consulting firms is that there is an ongoing requirement for
performance systems support because of the degree to which systems must be
changed and updated. This results in either a long-term dependency on the
consultants, or a system that is not properly maintained and eventually
becomes unusable.

The Solution

The solution is to:

1. Overhaul the corporate staffs, carefully defining their roles, and
restructuring them to include the necessary blend of functional and
performance engineering expertise

2. Use consulting firms to augment corporate staffs where extra
resources or specialized knowledge are required.

What Should Corporate Staffs Do?

The entire reason for the existence of the corporate staff is to support business
performance in the line organizations. The mission statement and key
responsibilities listed below capture this imperative.

Mission - The mission of the Corporate (Engineering, Marketing, etc.) group
is to support the business performance of the line organizations.

Key responsibilities

• Contribute to the development of business plans
• Provide technical information, advice, and support
• Provide support for performance
• Support implementation of technology
• Develop and implement systems for improving organizational

performance.

Line-Staff Relationships and Roles

There are five roles that a corporate staff group should play, involving the
following relationships with the line organizations:

(continued page 4 column 2)
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Self-Evaluation Checklist

If you or anyone in your company are
interested in possibly applying for the
Baldrige Award, or would simply like more
information about it, call (301) 975-2036 to
request a copy of the Application Guidelines.
Svenson & Wallace has developed a
checklist based upon the 1990 award criteria
that you can use to assess your own
organization. Prior to spending the
$2,400.00 required to apply for the award,
you may want to conduct a self-evaluation
using this checklist, to see how close you
really are to meeting-the-criteria, Drop-us a
note or give us a call and we will send you
a copy of the checklist free of charge.

We encourage all of our clients to apply for
the Baldrige Award. Simply applying is a
valuable learning experience. All applicants
receive a detailed evaluation report that can
be used as the basis for your strategic quality
improvement plan for the next few years.
Most large organizations are spending
millions of dollars on TQM, so $2,400.00 is
a small price to pay for an objective outside
evaluation to make sure you're on the right
track. The deadline for applying for the
1990 award is April 25th, so you still have
time to work on your application.

Brown Selected as Baldrige Award
Evaluator

Mark Graham Brown, a principal of Svenson
& Wallace has been selected as one of the
evaluators for the 1990 Malcolm Baldrige
Award. After completing training on how
to evaluate organizations, Mark will
participate in the review of written
applications, and conduct on-site
evaluations of companies that have applied
for the award. Mr. Brown was selected
because of his expertise in the area of service
quality, and will be making a presentation
on service quality at the upcoming
Association for Quality and Participation
Conference in April. If you are unable to
attend the conference, drop us a note and we
will send you a written copy of his paper.

3



NSPI NATIONAL
CONFERENCE
Toronto, Canada
March 27-30,1990

Philip Crosby, one of America's bestknown
experts on Total Quality Management will
be the keynote speaker at this year's
Conference of the National Society for
Performance and Instruction. Some of the
other notable presenters this year include:

• Ray Svenson - "Performance-
Based Engineering Job Design
Yields Multimillion Dollar
Payoff' 3/30/90

• Karen Wallace - "Pay for
Performance (Based)" 3/29/90

• Guy Wallace - "Curriculum
Architecture Design" 3/30/90

• Mark Brown - "You Get What
You Measure: Measuring
Professional Employees" 3/29/
90

• Nikki Rinderer - "Building a
Performance Technology
Toolbox" 3/30/90

• Dee Kane &Peter Hybert- "Case
Study: Cross-Functional Team
Simulation" 3/29/90.

Although we really aren't attempting to
dominate the program, the conference
management has threatened to set up a
special Svenson &Wallace track next year
to accommodate our presentations. If
you're interested in any of the presentations
and cannot attend, we will be glad to send
you the handouts.
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1. Transfer of information in both directions

• Intelligence data
• Performance data
• Impending changes (e.g., new product introduction schedules)

2. Technical support

• Technical troubleshooting
• Technical advice to line decision makers

3. Performance support

Performance system troubleshooting
Advice to line decision makers

4. Projects

New technology
Facilities/construction
Business systems
Organization redesigns
Measurement and feedback systems
Etc.

5. Business planning

Staff support for line business plans
Joint input to corporate business and long-term plans.

The 1990s promise a business environment that is more competitive than ever, which will
focus attention on extreme cost cutting efforts in many large corporations. Simply cutting
corporate staffs provides short-term savings, but the money will get spent less efficiently
by line organizations as they build or buy their own services they used to get from
corporate. The long term solution is to design corporate service groups as lean
organizations that work as internal consultants to the line organizations, providing them
with systems and assistance needed to operate their business units more effectively.
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