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Preface

This book describes a method for increasing organizational effectiveness.
It should be explained that the method is not instant pudding. Instant pudding
is Dr. W. Edwards Deming’s term to describe a nonexistent, but often
sought after quick fix for a company’s problems so it can produce quality’

To understand why the method described in this book is not instant
pudding, consider the following: To bring about meaningful and per-
manent improvements in an organization’s performance, we must carry
out a comprehensive educational effort which has two objectives: first,
to change the organization’s culture and, second, to increase its effectiveness.

An organization’s culture consists of the widely shared beliefs of its
personnel about what is important and how things are to be done. For
instance, how an organization treats its customers or its workers is part
of its culture. How an organization deals with its suppliers or determines
how well it’s doing is part of its culture.

An organization’s effectiveness, on the other hand, is how well it
accomplishes what it’s in business to do, how well it accomplishes its
mission. For example, Do its products work? Are they delivered to cus-
tomers on time? Are repairs infrequent and reasonably priced? Is service
readily available and exemplary? Do customers brag about the products?

Through the years, there has been a parade in the United States of
organizational development efforts, usuaily called programs. Every employee
who has been on the job for a period of time can name several of these
programs. Such employees can half-humorously tell how each program
was introduced by management with great fanfare, speeches, and promises
about how much good it was going to do for the company and its
employees. With time, however, management always seems to lose interest.
Consequently, the current program loses its vitality and is swept off stage.
Soon another program is introduced with equal fanfare and promises.

Experience shows that in the short run organizational development
efforts in the United States have had some success at increasing effective-
ness, but have almost always failed miserably at changing organizational
culture. It is important to understand that when an organization’s culture
does not change, it is virtually impossible to sustain improvements in
effectiveness that may have been achieved. Through lack of culture change
this kind of failure can happen to the method described in this book because
it, too, is an organizational development effort. Thus, although the method
described herein can dramatically improve an organization’s effectiveness,
until its culture changes, those improvements eventually will be lost. Unless
an organization’s culture changes, this method will be swept off stage and
remembered as just another management program.



To avoid the problem of paralysis of organizational culture, the following
approach is recommended. At least several months before introducing the
method described in this book, or any other organizational development
effort, an organization should begin comprehensive education aimed at its
culture. This education should be based on the teachings of Dr. W. Edwards
Deming/ Dr. Joseph M. Juran?? and other quality philosophers. When this
cultural transformation has taken place, the resulting management style is
called total quality management (TQM). TQM is a participative manage-
ment style which focuses on satisfying customer expectations by continually
improving the way business is conducted. This definition is self-explanatory
except for the first phrase, “participative management style”” This means that
achieving a cultural transformation requires going beyond necessary worker
involvement to include continual, direct involvement by senior management.

The method described in this book is a systematic process for imple-
menting TQM. It can be used to tailor TQM to meet the specific needs
of any organization. In addition to implementing TQM, using this pro-
cess establishes a management information system (MIS) which provides
a set of powerful new tools for improved leadership. This MIS is devel-
oped by employees using consensus-building techniques, and is a means
of comprehensively measuring organizational performance. It is called
the methodology for generating efficiency and effectiveness measures
(MGEEM). Although this process has many attractive features, the main
purpose of MGEEM is to implement TQM. To emphasize this purpose,
in this book the process is referred to as TQM/MGEEM.

As managers begin the work of transforming the culture of their
organizations, they usually attend seminars and read the books of TQM’s
quality philosophers. After discussing these great teachings among them-
selves, managers can be expected to raise questions about how they are
supposed to actually implement TQM. They want guidance on exactly
what to do. They want a checklist or set of operating instructions. On
the other hand, managers who have achieved knowledge about organ-
1zational development understand that the enlightenment that moves an
organization toward a culture of quality, in itself, has highly positive
impacts on effectiveness. In other words, accepting and practicing the
teachings of the quality philosophers about TQM not only changes
organizational culture, but also greatly improves effectiveness.

Unfortunately, increasing effectiveness through culture change is too slow
for most managers. In most cases, they are impatient and want to increase
effectiveness in the short-term. Usually they are completely justified in their
impatience. Many see the writing on the wall and realize that unless ef-
fectiveness is increased in the short-term, there may not be an intermediate-
or long-term. They may lose their jobs, or their businesses may go broke!
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The TQM/MGEEM approach described in this book provides a
systematic and comprehensive method of applying the teachings of the
quality philosophers. For instance, TQM/MGEEM provides a systematic,
structured process in which managers may seek to employ Dr. Deming’s
famous 14 points, his suggested road map for creating culture change
within an organization” In using TQM/MGEEM, personnel also become
involved in direct, hands-on opportunities to use Dr. Juran’s many
contributions to the culture of quality, including his highly useful defin-
itions of quality, customer, product, and process; his discussion of the
process by which quality is managed (quality planning, control, and
improvement); and his unparalleled discussion of the infrastructure re-
quired to bring about quality improvements (quality councils and project
improvement teams)?? As personnel are involved in the TQM/MGEEM
process, they begin to comprehend how the teachings of Dr. Deming,
Dr. Juran, and other quality philosophers of TQM have real meaning in
their organizations. They begin to understand how TQM doctrine can
be put into actual use.

This book is not intended to provide a complete explanation of the
teachings of TQM'’s quality philosophers. This book’s purpose is to explain
how to use TQM/MGEEM, a systematic and comprehensive means of
implementing these great teachings.

The reader who is unfamiliar with the works of the quality philo-
sophers of TQM is advised to begin to learn the teachings of Deming
by first reading what many consider the Reader’s Digest version of his
philosophy in a clearly written book by Mary Walton, The Deming Man-
agement Method.** Next, read The Deming Route to Quality and Productivity
by William W. Scherkenbach?” and The Deming Guide to Quality and Com-
petitive Position by Howard S. Gitlow and Shelly J. Gitlow.!? With that much
background, the reader should be ready for Deming’s book, Out of the
Crisis, a text worthy of many readings and much close study” My favorite
book by Dr. Juran is Juran on Leadership for Quality: An Executive Handbook,?”
but he has written many excellent books and handbooks. Selected works
by other quality philosophers of TQM are listed in the References.

Returning to the original question, “Why is TQM/MGEEM not instant
pudding?” The answer is that TQM/MGEEM, like many other organ-
izational development efforts, will increase eftectiveness, but eventually fall
apart unless a user organization changes its culture. By itself, TQM/
MGEEM is not instant pudding. Coupled, however, with the culture-
changing teachings of the quality philosophers, TQM/MGEEM can greatly
increase the effectiveness of any organization. TQM/MGEEM is the answer
to the question so often asked after attending a seminar by one of the
quality philosophers, “What do we do next?”
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THE QUALITY CRISIS

If you’re like me, you grew up believing the United States is the greatest
country in the world. You like to think the United States dominates the
world in everything. Although this certainly used to be true in most areas,
things have changed. For instance, in many ways the United States is not
the world’s greatest economic power. If you don’t believe it, consider some
Statistics.

Suppose we made a list of the 35 largest banks in the world (ranked
by assets in 1989). How many of these banks would you say are United
States banks? The answer is only one! That means the United States isn’t
even close to dominating the world of banking. Where do the largest banks
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come from? If you look at such a list, you’ll find Japan on top with France
and West Germany following. To experience firsthand the huge expansion
of Japanese banking, go out to the West Coast (e.g., San Diego) and walk
around downtown. As you find bank buildings try to pronounce the
names on the signs.

You also may think the United States dominates the world of industry
and commerce. Suppose we make another list, this time of the world’s
largest corporations (ranked on market value as of June 30, 1989). How
many would you say are United States corporations? The answer is only
three of the largest 10, only 12 of the largest 30, and only 21 of the
largest 50. That’s not as bad as the situation in banking, but it shows that
the United States hardly dominates the world’s industry and commerce.
Roughly the same pattern exists for the United States among the world’s
largest insurers (ranked on assets in 1989). There are only four United
States insurers in the largest 10, only eight in the largest 20, and only 12
in the largest 30 (Wall Street Journal, September 23, 1990).

Statistics also show that United States industry is slipping in a number
of important markets. For instance, the United States share of the elec-
tronics market has declined from 100 percent in 1970 to less than 5 percent
today. Over the same period, the United States’ share in phonographs
fell from 100 to 1 percent, in color televisions from 90 to 10 percent, in
machine tools from 100 to 35 percent, and in VCRs from 10 to 1 percent
(Wall Street Journal, November 14, 1988).

In Fortune magazine (September 24, 1990), Edmund Faltermayer cites
the percentage losses from 1979 to 1989 of United States industry’s share
of a number of other United States markets. These losses include: com-
puters, 28 percent; semiconductors, 23 percent; telephone equipment, 14
percent; apparel, 12 percent; industrial machinery, 12 percent; household
appliances, 11 percent; tires, 9 percent; nuts, bolts, and washers, 7 percent;
ball and roller bearings, 5 percent; and cement, 7 percent. Other statistics
add to this gloomy picture.

Americans no longer have the highest per capita income or highest level
of individual productivity in the world. Norval D. Glenn and I reported
in Public Opinion Quarterly (1982-1983) results from nationwide public
opinion surveys which show that the job satisfaction of American workers
has fallen dramatically since 1955. In 1987 Japan for the first time became
the world’s richest nation (Wall Street Journal, August 22, 1989, p. Al0).
The evidence that the United States is slipping continues.

There is considerable debate, of course, about what is causing the United
States to slip from its position as the world’s number one economic power.
Almost every current news magazine, newspaper, and business program
on television has something to say about these causes. Pessimists comment
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that the United States never was number one. They contend that any
economic glory we ever had was because we had no competition. They
claim our competitors lost their economic strength in World War II. As
these nations get back on their feet, it’s only natural, they say, that the
role of the United States will become less important. Others blame the
United States government. Some of them say the government doesn’t do
enough for business. Others declare the government does too much. Still
others say United States workers are to blame, claiming that they don’t
receive good educations, are overpaid, lack the proper work ethic, and,
as a group, are getting too old. Still others argue that United States man-
agers are to blame because they don’t spend enough money on research
and development, fail to innovate, and have out-of-date attitudes.

I take a somewhat different viewpoint about why the United States
is in this mess. I agree that our loss of economic position is the result
of various root causes, but I think that before we can make a serious start
down the road to recovery, we must appreciate that there is an intermediate
step between these root causes and our loss of economic power. The
intermediate step is that we have suffered a severe decline in quality. So,
various root causes have resulted in a serious decline of quality in the
United States. In turn, this decline in quality has caused our loss of
economic position.

Why is it important to know about this intermediate step? Because, as
a country, we need to work vigorously on the root causes. There can be
no question about that. For instance, we must make changes so that our
government promotes rather than hinders business interests. We must
introduce broad improvements in our educational system. We must spend
more money on research and development in key areas.

These kinds of changes seldom take place overnight. Some of them
will require years, even decades, but if we work at them we eventually
will reverse the crisis. As a nation, we have always been able to meet the
serious challenges that have faced us. In addition to working on the root
causes, however, we must work on the intermediate step itself. We must
take direct and deliberate action to turn quality around in every organization
in the United States.

How this can be and is being done in many United States organiza-
tions is this text’s subject. Before addressing the solution to the quality
problem, however, let’s clarify what is meant by declining quality.
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What Is Declining Quality?

When I make a speech, I like to start it with a joke, but when I make
a speech about quality in the United States, I have a tough time finding
a joke to use. The awful truth is that quality in the United States is no
Jjoking matter. Quality is no joke to the person who has twice had to
replace the American-made engine in an American-made truck, to the
customer who takes a number and waits and waits and waits, to the man-
ager of a repair shop whose workers sit idle on an important job waiting
for spare parts ordered weeks ago, or to the restaurant customer who asks
a waiter for the correct time and is told, “Sorry, this is not my table!”
The fact is that in the United States quality is in a state of crisis. [ believe
that lack of quality is among the most serious problems the United States
has ever faced. Years from now, historians will say that the fall of the United
States from the role of economic world leader was not because of war,
economics, drugs, or moral decay. It was because of a decline in quality.
Declining quality in the United States means two things. First, it means
many of our products don’t work as well as those produced by offshore
competitors. In a recent speech on quality, I pointed to the inferiority of
United States products by asking anyone in the audience who owned a
foreign-made automobile to stand up. Of course, in response to this
question, almost everyone stood up. These people realize that when they
buy foreign-made products they may cause American workers to lose jobs.
As much as they dislike the idea of United States workers losing their
jobs, they are simply unwilling to tolerate the inconvenience and high
repair bills of many American products which don’t work well. Thus, the
aforementioned markets and many others once dominated by United
States firms have fallen into the hands of offshore competitors.
Declining quality in the United States has a second meaning. Not only
do United States products fail to work well, but customers who want to
buy these products often are not treated well, either. For these customers
quality is a double-whammy. First, they are buffeted by delays, errors,
abuses, and insults. Then, after they finally get their hands on the product,
it doesn’t work. Like everyone in the United States, I am forced to tolerate
delays, abuses, errors, and insults to obtain needed goods and services. I
could relate numerous horror stories about the many companies with which
I deal: the cable television company, airlines, my previous insurance agency,
automobile dealers who repair my car, the telephone company, the savings
and loan association which holds my mortgage, my bank, the local hospital,
the neighborhood veterinarian, pest exterminators, restaurants, taxis, movie
theaters, and even the local ice cream parlor. To demonstrate the down-
trodden state of the American customer, consider a few true incidents.
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Several years ago I applied for a teaching job at a university out on
the West Coast. At the time of the job interview, I entered the dean’s outer
office where his secretary was working at her desk. After seeming to ignore
my presence for several minutes, she looked up. With a strong sense of
impatience, she snapped, “What do you want?” Already uneasy about
the impending interview, her harsh remark almost sent me rushing out
the door to safety. In a meek voice I responded that I was there for a
scheduled job interview with the dean. Upon hearing this, she smiled
broadly and said, “Oh, I'm so sorry. I thought you were a student!”

She mistook me for the enemy, an accursed student. When she realized
I was actually a prospective university employee, an insider, not one of
“them,” her attitude changed.

This secretary is typical of many university faculty and staff members
who believe that “The university would be a great place to work if it weren't
for the students!” These students—these outsiders, these enemies—are
really the customers. It is through service to them that universities meet
a principal part of their mission: education. It is through universities’
providing education that their secretaries have jobs.

Strange as it seems, this attitude is common among the employees of
many other organizations throughout the United States whose main
job is to provide products and services to customers. They believe that
“This would be a great place to work if we didn’t have to bother with
the customers.”

When I was at the grocery store early one morning, I got in the quick
checkout lane. There were six other shoppers and their carts ahead of me,
but the lanes next to this lane were closed. In full view of the waiting
line of customers were three uniformed grocery employees, including a
manager. Rather than opening another checkout lane, they made us wait
while they chatted! The line moved slowly, and I finally reached the
checker. At that point, the checkout procedure required that I lift the
groceries out of my shopping cart and place them on a conveyor. The
conveyor moved the groceries down to the checker where they were rung
up, sacked, and purchased. Once my groceries were sacked, I was asked,
“Do you need any help with these?” This question implied that I was
expected to carry my groceries out to my car. Not only was I asked to
wait needlessly at the checkout counter while the three poorly trained
employees chatted, I was expected to do work (put my groceries on the
conveyor and get them out to my car) that was once provided as a service.

Manipulating the customer into doing more of what previously was
a service is a deliberate strategy of many United States merchants to increase
their revenue. Profits rise as a result of lower labor costs when customers
do the work that their employees once provided as service. Lower labor
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costs, with the same or continually increasing prices above the inflation
rate means greater profitability. The merchants argue that they pass these
savings on to their customers in the form of lower prices, but how can
customers know if prices really are lower? Only a few conscientious
shoppers continually compare prices, and all they usually find is that all
prices are rising.

A short time ago I signed a contract to have carpet installed in a vacant
rental house. I made it clear to the salesperson that I would pay for the
carpet only after inspecting the job and that I expected to be billed through
the mail. On the agreed day and hour of installation, I drove to the rental
house to unlock the door for the installers. I waited an hour, but they
never showed up.

In a telephone conversation the following day, a scheduler explained
that installers have no control over when they arrive to install carpet. It
depends on how long their previous jobs take. I was irritated by their
thoughtlessness and waste of my time.

To prevent this from recurring I agreed to leave the door key in the
mailbox. This could have led to the theft of the stove, refrigerator, and
other appliances which I provide to renters, but I had no other choice;
I had signed a contract for carpet and could not spare the time to wait
for the installers. Finally, installation was completed.

About ten o'clock that evening, a company representative telephoned
me at home to ask if he could come to my home to pick up a check for
the balance due. I angrily told him it was too late in the day for such a
call and that it had been agreed that I would not pay until after inspection
of the work and, then, only when the bill was received through the mail.

My inspection of the work the next day revealed that carpet had not
been laid in two closets as agreed. A call to the company got the crew
back the following day, but they laid carpet in only one of the two
closets. Another call resulted in the crew returning a third time to com-
plete the job. Of course, each of these times I had to leave the door key
in the mailbox exposing my appliances to theft.

Another problem detected in the final inspection was that the new carpet
was thicker than the old carpet. Consequently the doors would not open
and close easily. After four attempts, I finally reached the manager who
said that it was not their policy to do carpentry work. He took no
responsibility for his salesman’s not informing me that carpets are of
different thicknesses. To plane one quarter inch from the bottoms of nine
doors cost me the time of locating a carpenter and an additional $90.

Customers in the United States are constantly buffeted by a never-ending
series of delays, errors, abuses, and insults. When was the last time you
tried to do business with an American company only to have an employee
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tell you to take a number and wait? How many times have you wanted
to do business with a United States company on the telephone only to
be placed on hold for five minutes by a “customer representative?” You
wanted to buy. You were willing to spend your money, but they were
too busy. How many times has your flight’s takeoft been delayed 30
minutes while you and 150 other people sat in a crowded airplane?

My favorite example of the deterioration of customer service follows.
Think about the comments that are exchanged between salesclerks and
customers after transactions. Years ago, salesclerks said “Thank you”
and customers said ““You’re welcome,” but now it’s the other way around.
Customers somehow feel pressure to express appreciation for the priv-
ilege of buying the goods or services in question. Nowadays, customers
say “Thank you” (seemingly for taking their money). Clerks, on the other
hand, have the attitude that:

I have done you a favor by waiting on you. I took my valuable time away from
smoking a cigarette or talking to another clerk to do you a favor. But, it’s ok, you
said thanks. And, anyway, the next time you come in this store, you'll have to wait
on yourself because the owner is instituting self-service!

If you still don’t believe that customers in the United States are bufteted
by delays, errors, abuses, and insults, I would say that you've become
accustomed to the problems. To better appreciate the problem, do some-
thing for me. The next time you do your shopping and errands, carry
a 3x5-inch index card and pencil. Briefly note on the card each delay,
error, abuse, and insult you suffer. Remember, you have the money and
the merchants want your money. As a customer, you should be treated
like a king or queen. Your needs should be anticipated and met. You
should be treated with respect. Shopping should be a joy. You should not
experience long delays. You should not have to accept products that don’t
work. My experience is that one 3x5-inch index card won't be enough.
Perhaps you should take a notebook instead!

Besides abuse of ultimate consumers, the ones who buy groceries
and carpeting and say “Thank you,” there are other customers who also
are constantly mistreated in the United States. These customers are
important and should also be served in a respectful, timely, and quality
manner. These customers are internal customers — people who work in
the various divisions, departments, and work centers of American
companies. In other words, within the same company, departments are
customers of each other. The contracting department is a customer of the
engineering department, finance is a customer of computer services, sales
is a customer of audiovisual, etc. The unfortunate fact is that many internal
customers are seldom recognized as customers, much less well-treated.
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