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Transformation, Part |

Practical
strategies and
guidelines to

" Help managers

plan for and
carry out a
guality
transformation
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7 bow things ought to be. Bt there are

Guidedings for quality!

HEN W. Epsares Dem-

ing describes an orgagi-

zation' commined to
quality, be provides a
compelling picaure of

precious few instructions oa how to
begin such a transformanon. Howev-
ct, there are some pract=zl dements
involved in becoming 2 quality or-
ganization. The approach must be
based on the pragmanc reaiities of
busipess life: that changs i difficult;
that resistance to changr is often
strong and persistent; tha po maner
bow much a company ment want to
‘transform itself to some pew order, it
must continue doing busiress and, for
the time being, do so in the way it
fore, involves a sort of adokescence—a

iod of inel when-we shift
from one way of being © 2 new way

tth Quality ‘begins with delighting

customers.? A company sbould strive to delight

customery, giving them even more than they im-

- agined possible. Management may be ecstatic, the

board of directors blissful. and the company may
be considered a legend oa Wall Street. But if your
to achicve quality.

2. The quality organizarion must learn how to
listen 1o customers and helo crstomers identify and

. articdate their needs. If quality is to be defined
‘by the customer, the qualry organization must re-

main close o the customer. Closeness means much
more than surveys and inzrviews. It means know-
ing in detail the work the custxner does, bow the
CUStOmeT Uses your products, and what concerns
and problems the customer has. Be aware not only
of problems resulting direcdy from defects in the
product, but also of related prodlems experienced

;bymxtomcncvcnwhcnmcpmdlx:tuﬁmcnon—
ing propery.

Those who are pot yer your customners can also
provide you invaluable feedback on your product
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or service. Why don't they use the produs? Wha
do they use and what has been their expenienc:
3. The gquality organization leads cusiomers inx
the firure? Ve depend today on photocopiess. par
sonal COMpUtESS, disposable diapers, zo2 e
that, in the past, we didn't m== sz
possible. A quality organizadon k:nows T COn:
sumers so well, and explores technologicz: poss:
biliies 20 far, that it leads evervone intc moduct
4. Flawless, customer-pleasing procicxs ar
services result from well-planned svsiems en
processes that funcrion flawlessly? Inspecmon mur
be a way to avoid embarrassment, but 1t 1 pot
way to achieve quality. A fawless systen provide
what the customer wants, when the cusoaes wan’
it, with efficiency, precision, and consiszacy—
and without waste, defects, or rework. A gualic
systemn_is_contimuously being improwvec.
3 in a quality organizanon. the vision. v lues
systems, and processes mist be consiszen: ~uF ar



-

mmplanzmarv to, each other? The vision answers the question.
“What businesses are. we in?”" Values or operating policies de-

" scribe ““how we ¢onduct our business.® Systems and processes

are the 3equences of activities by which all work gets done. When
these work at cross purposes, the result is waste and frustration:
coginects design a product that production can't make: purchas-
ing buys materials that production can't use: sales makes promises
thet can't be kept. Each step of a process must be the perfect an-
tecedentt to the next step.

6. Everyone in the quality organizarion—managers, supervi-
sors, and operators—mutst work in concer1. A spirit of earmwork
must pervade the organization. This spirit must be strong and
pervasive enough to supersede the artachments that people nor-
maily #orm to bonds such as profession, function. or rank.

7 Teanmwork in a quality organizarion must be based on com-
mimmerst {0 the customers and 1o constant improvement. Team-
woxk is used in two ways in the quality organization. First, it refers
1o 2 sparit of loyalty and collegiality throughout the organization.
Second, it refers o the greater use of teams and partcipative
processes in the conduct of business. In neither case is teamwork
a prodoct of pep talks and exhortation. Nor is it blind I6yalty.
Nox is it merely feeling good. Teamwork results from a common
understanding of the organization's vision and values. 2 dedica-
ton o delightdng customers, an understanding of the organiza-
goa's systems and processes, and a shared commitment to the
ongoing improvement of those systems and processes.

&haqualuyorgamzanon everyone must know his or her
m’A;obmwtl&rncdsunplybymdmga;obdwcnpﬂou

) oropcmnonsmanual Employees must:

* understand where their work fits into the various larger sys-

wms and processes of which they are a part; what and who

precede them and follow them in the sequence of activiries;
mdbowd)ctrmrkrclamtotbcﬁnalprodnctandu}nma:e

USLT O CORSUIDeT,
'knowwhaxthcumtcmalcusmw-swamanddmtwam and

what would delight these customers,

'masu:rmcmformanonandsbﬂsmrytopahmmsks
related to their work; constantly renew and upgrade knowledge
and skills.

* understand the process or technology with which they work:
hosv it functions, its capabilities, and what causes variation and
breakdoem. They must constandy get to know it better and Jearn
bow to improve its performance.

This level of understanding requires both continous educa-
tioa #nd regular feedback from each employee's extzmnal and in-
termal customers.

9. The quality organizarion uses data and a scientific approach
mplcmwonk solve problems, make decisions, and pursue im-
provemezns} Masagers belp everyone focus on the method by
which the organization’s work is accomplished. All types of in-
iatives and activities are monitored to see how well they are
working and how they can be further improved.

1. The quality organizarion develops a working partnership
with suppliers? The quality-minded company exercises great care
o':rdxmmlsandscmocsnmoamﬂ)cq\mmyom
Donwcbalong-t:rmcoﬂzbmmwmlnnommpmdlaﬂnglc

* source for cach type of suppty.

11. The culnure of the qualiry organization supports and nour-
ishes the improvement cfforts of every group and individual in
the coenparty ™ The organization sceks to establish and maintain
2 spurit based on: being close to the customer, the importnce
dpru:isimanddam,imanalmmwkandunmxalraspca,coo—
samt mmprovem<ent, and pride of work (both processes and
products).

The new concept o the organization'’ " -
The old way 10 View an organization is known as the chain of
comznand (sec Figure 1). This view of an organization was de-
veloped in the 1840s, when businesses for the first ime © ‘ed
to manage mass production, wide distribution, and geoy, %
cally disparsed organizations.!'* This view has some shon -
ings. It doesn't portray the interdependence of funcdonal areas.
It doesn't describe the organization as a flow of processes. It tends
to emphasize individual accounmbility rather than the group, the
process, or the ourput of the group and process. There is no refer-
ence o prodects or customers in this view. Therefore, the pur-
pose of the organization. implied in this chart, is accounmbility
and control. All paths lead to or from the figure at the top.
The new way to view the organization is shown in Figure 2.
This diagram was first used by W. Edwards Deming in Japan in
195Q. It depicts:
» the interdependency of orgapizatiopal processes.
* the primacy of the customer (consumer).
» the effect of customer feedback (consumer research).
* the need for continuous improvement based on customer
feedback. -
* the importance of suppliers.
» the network of internal wpphcr/customcr rcLanousmps )
Figures | and 2 symbolize differem wmys of thinking ang 2
difference in priorities. If you ask someone, *In your work, who
is it important for you to please?” and if he or she answers “my
boss.” that person experiences the organization as a chain of com-
mand. Ift:bcamwcrls, *“The people in the next step of the proc-

Fxguchoﬁcrsadxffcmdemmoftmsncwm ar-
jous functional units must work in concert with each other ~ ¢
quality organization has no appetite for turf wars or ina

I. -_g_ -

It is pecessary to have a systems view of the organizanon to

become 2 leader or member of a quality organization.!? A leader

~ who viewsthe organization as a chain of command and account-

ability will not be able o visualize the company as customer-
andqualny-onmmd andthusxmpcdatbcpursxmofqua_ny

mmmmmn

Ordinarily people In organizations will pot simpty comvert from
an old way (0 a new way, even when the new way is demonsra-
bly beter!s Change also takes more than an anthorianan edicr:
“Begmning next Mondzy we will practice quality manegement—
or else!”

'stouxm,thnmdmcbﬂowmgmonmw—rmmm
small- and medium-sized companies in mind. In 2 corporadon
with lundreds of thousands of employees dispersed around the
sorid, these iniatives will seem geared to a scale that is hope-
lessly small. However, two points are worth commmeat.

Furst, a buge corporation is, m many respects, a vast multpbcrry
of smaller organizations. The guidelines described bere can be
applied to the corporats headquarters as one organizanon and to
cach successive cluster of organizational units. With 2 steady,
gradual process of transtormation, it is easizr 1o develop th- cor-
poration's human rescirees into a commonwealth of sup, for
guaiity transformation. We are leery of the Impabence o >0me

: maragers who try to force growth when it sbould be pouri-™ .

Second, the goals of transionmation must be consrsen thre -
out the corporation. There should also be some consisency in
the method and means used to achieve those goals. Can such coo-
sistency be achieved in a huge corporation without some kind
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Flfzuré 1. The old way to view an organization: the ciain of command.
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“-Figure 2. The new way to view an organization: the system.
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lElgura 3. The new concept from the perspective of functionzi divisions and sectms.
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of coercion? Probably not. But what & prescribed should be kept
to a minimum. Moreover, the need for whatever is prescribed
should be explained in some detail. Whenever possible, what is
prescribed should be a process rather than the end result. Final-
ly, when the leaders of an organizzton announce a change ©
which they expect everyone 1o conform, they themselves must
u o change. Their change must be a clear demonstration to
everyone of the impormance of this wansformation.

" Guidelines for change

Recogmzcdwug‘ormalorgammnm"Thmkofacompanyas
a small town or a large high school. Along with its official work
system, the organizaton is also a socil system——a loose network
of sall groups of people. These groups offer their members sup-
port and friendship. Peopke in these groups can form a strong
bond of loyally to cach other, which in many cases is greater than
their loyalty to the company. These informal groups have lead-
ers. Often, these groups have rules that can determine, for exam-
ple, the pace of work, what kind of contact or communication
with managers is okay, etc. If the informal organization and the
informal leaders accept whatever chinge is being proposed, that
chan.gcwilloocmmudxmomsmoo:tmlfd)cyopposcmcdmngc,
it may be nearly impossible to implement. Therefore, it is im-
porant o idendfy the informal leaders, get to know them, and
spend time wooing them.

Seek the active support of a critical mass!? In the context of

'organizzﬁonalchangc,amdcalmassisadynamjcandsomo

what elusive quantity. It is poc simply a majority. What consti-
tutes a critical mass at one stage of innovation may be inadequate
in later stages. Critical mass is a sufSicient number of influcntial
people supporting a proposed change o give the impression of
a growing, formidable movement, 2 sense of momenmum, a
groundswell of interest. Cridcal mass describes the constency

behizd a proposed change axd the ability of that constit.  y ic
attret more and more Suppart as time goes by, Critical ma- Y
be cfined laerally in an ormnizaton (e.g., a sufficiem o 23
of crampions among divisizn managers) or vertically (a suffi-
cient number of comrmnited eople in division X). Because of a
charzeover of people and the ongoing namure of a change, an ul-
time:2 critical mass may be hard w achieve,

Wen managers and othess in a typical organization are present-
ed with major changes, the™ response will fall into some varia-
ton of the bell-shaped curve. Some will support the change. some
will resist it, most will be =decided and wait. The same thing
appL:stomcmovcrsandsakm'swhoarcprcscmmcvcryor
ganizzoion. These are those mople who—for whatever reason—are
influeatial. They usually, buz oot always, have posigons of authori-
ty. Vv':nmmmthcmnbcrmam.gtmcmdmrcamttmcwhc
are oore influendal than oers. With their support, a proposec
charge will probably have @ good oppormunity to prove itself.
Withour their support—wors: vet, in the face of their resismnce—z
progosed change has limde thance of success.

Acnncalm&ssmd}cc:.lcrstagcsofchangc conszssofar
ever-mcreasing number of —overs and shakers shifting from be-
ing acutral to being supporTse or shifting from resistance w neu-
malizy. Those who are pro—otng the change would do wel] t¢
spend most of their me wool even though ther
may mmorcpcrsonalsam::ionmlkmgiomcbcljcvcrsandwp
poriers. It is also importe to  get resisters o at least withhole
judement !

Frople don'’t resist cheree they resist being changed.  .cans-
forraation 1s a campaign fx people's bearts as well as theirr s
A change is successful bermse 2 crcal mass has rallied « «
the proposed change. Creecig such a loyal constmency is no
ordinarily an undertaking sermearzd with logic. Nor can it b
creztzd through frar.




The Oniem Patch Strategy
What can be done when your company's top managers

-are not quality leaders and champions? When you are

a lone quality champion without the support of top

leadership—a *‘lonely littie petunia in an onion patch"'72

In general, the onion patch strategy is: '‘Think big, but

-stay close to your roots.’" Select improvement efforts

within your span of comtrol—but select improvements
that capture the attention of people at least two links
up in the chain of command. Look for projects with *'big

~ dollar'* implications. For exampie, projects that reduce

waste or rework, or increase sales or revenue. Concen-
trate your efforts an achieving the kind of resutts that
the others, even the skeptics, witl respect. Include other
people in your efforts. Include even more peaple in the
sharing of credit for a successful job. Build a network
of believers and supporters while you make real improve-
ments in the system.

Sometimes you will have direct supervisory respon-
sibility over people involved in improvement efforts. If
s0, shield them from outside pressures so that they can
continue the work of improving quality.

Bep ternandperssterrt_tfyousucceedyoumaycre- :

ate opportunities to i the widsr implications of
quatity to highsr and of the organization.

Meanwhile, prepare for any opportunities. Be ready to
pounce when a mover and shaker asks for information
or suggestions. Have at hand copies of books, articles,
or videotapes of various lengths that ars suitable introduc-

_tory materials for your managers.24

Have grepared an introductory that is flex-
ible enough to fit ime slots ranging from 15 to 90
minutes. Have your presentation rehearsed and ready
to go. Include, among your presenters, hourly opera-
tors who have becoms zealots for the new way. They
need not be slick or articulate. Their excitement will be
eloquence enough.

idesmfyﬁ*semostcommqv&honsorohecbomand

be prepared to respond to them. r-
suzde your mana 10 hear the
Compile success stonas. them in a “pictura

book’' format that ks sasy to foliow and loaded with
graphics. Ask the resisters to help out on some quality

activity.

The onion patch transformer must keep in mind that

his or her efforts should atways be geared to getting the

attention of top management, educating them, and mak-
mbebevefsmddmmtsofﬁm Without their even-

tual buy-in, all of your transformation etforts will wither
on the vine.

20

Quality Tramsiermation cont,

Change by edict and coercion has many inadequacies. Topdown
orders can get ignored. sabotaged. or dissemblsd in a thousand
wzvs. [n an-authorimrian organization. much of the creatvity goes
into designing ways to circumvent authority. Furthermore. coer-

-cive methods of introducing change reinforce the chain-of-
command concept of the organization. The implicit message to
(the organization is. &YMLW
put on fear.”” You will need creative, thinking pecple in a quality

organization. Don't coerce them into a change.

People need to feel included in the decision to change. At least
they need to be presented with the rationale for change. Their
needs, fears, desires, and concems about the change deserve o
be listened to, responded to, and accommoca!.c:d whenever
possible.

Sometimes change is umnvucziandhunavmdz;ac. Yhwen-afl ‘or
part of the organization has change imposed.on it its people are
likely to undergo some transitional stages similar to those ex-
perienced by people near death. Elizabeth Kubler-Ross has iden-
tified (hosc stages as follows: 20

is. too, shall pass away.
ld I change? Let somcove'r:'sa cnang;"

¢ Fear: [ don't if T can handle it. Whalwiﬁbccomcofmc?
tRSigm .usz let’s go ahead,

i n's leaders should be sensitive to these stages
of transition and help peopie through therti Active listening is
a powwerful method. Hclpd)cmburyandmoumd‘:peszandthcn
get on with the future,

When possible, organization dmnge should be planned zict
nzcnedhkzacoumhlp—mzhammrzofgmamlm and sur-
prise. For example;

* When some facet of the change represents a very different way
of behaving, allow people time to warm up to it and experi-
ment with it. Give themn time to be inelegant and make mistake,

¢ Plan change in increments of gradually increased risk or ad-
justment. Help the organization stretch itself. but not w0 much
at a ime. A localized implementation of some innovation may
be, casicr to undertake than a widespread implementaton.

Somcthmgappmadxédasammarycxpeﬁmmyb;'mw

acccp(nblcdmna perrpanent changes

: Ashlﬁofsymbolsc:nh*lp facili-
of vision, policics. systems, and processes.

* Poo the undecided movers and shakers and the formal or in-~
formal leaders, Woo bere meams © spend time lise=ning o them.

- This is time spent not exhorting themn to suppott the change,
but listening to what concerns they have in general. Don't fo-
cus only on concerns related to the proposed changz. Listen
actively?! Learn if any of their needs might be addressed by
the proposed change or if the change might be =djusted to ac-
commaodate their concerns.

Efforts to implement change should be *‘anchored.”’ Anchot-
ing means that individuals or groups directly irvoived in innova-
tive acivites should be surrounded by a perwork of others
trvolved in similar activites. There must also be services st
-offer support and guidance 1o the inpovators, Wihowt soch an
choring, the innovators will more likely feel isolzed. 25 1f they
are floundering or inadequate. For example, imezine 2 propect
teamn assigned to study and improve a process. Rather than -
lowring it to fuicoon @ isolztien, baye T reporn: 0 2 wam of



" ates several levels of anchoring, i.c..

managers Who can support and advise the progect wam. This cre-
reinforcement. The connec-
tion here is not o a single mznager. but to a &zm of managers.
cach reihforcing the other and all ‘of them retnforcing—and be-

ing reinforced by—the projecs team. Thus. sewzre! people are en-

gaged in growth. change. and improvement 2né cach supports
the other in that etfort.

The project team will nesd technical assisznze. partcularly

.in project planning. tcam management. ané the scientfic ap-

proach. Therefore. a technical adviser is assignsd to coach the
project team and the managers. _ _

There are several advantages in having more thza one sk force
Or project tcam operating at z time. Project 1ezrms can learn from
each other and share some treining. Concurrent projects can also
create challenge and mumal support. Each group is ‘anchored to

" other groups through occasional contact ané ir=raction.

With such a well-connected network of activiry. those involved
in implementing change will not fesl isolared and floundering.
They will feel part of a common effort of lezrning and change.
Checks and assistance are available if a group shoudd falter. Mean-
while, overall progress can be mainmined.

The more profound. comprehensive, and widespread the pro-

" posed change, the more absoiute is the need for dezp understand-

ing and active leadership bv the 1op manozers= Leading the
transformation cannot be delegated by the top menager. Without
the active leadership of top rzanagers, cfforts : profound change
may flourish for a while, but they will not lzst. Without the ac-
tve leadership of top managers, many of those in e second eche-

lon of leadership will wait for some indication of lesting direction.

Thus the effort to change will have passive, shallow, wentative sup-
port. Such efforts will be displaced by other priorities and will
be vulnerable to acuvitdes that contradict the goals of the pro—
posed change.’
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" Peter R. Scholtes is a senior menagement constimnt with Joiner As-

sociates Inc., Madison, WI. He carned a master’s degres in education
from Boswn University.

Heero Hacquebord is a senior mapagement consulent with Joinet
Associatss Inc., Madison, W1. Escquebord reczived an MBL ir ral
managrment from the University of South Africa. He is an ASQ. o
ber of the Milwaukee Secton.
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Coming tn Aungust: Part I of this ovo-pan arsicle will discuss
the inidzfves and acdvites for ranslating tasic principles inwo
a smategy for vansformanon.
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It is the manner
of the boll
weevil, not the
bulldozer, that

~3bestleadsto

7

{~“” change.

by
Hoars Hacameberi

M

AST MONTH, SCHOLTES AND

- Six Strategies for Beginning the
Quality Transformation, Part I

Hacquebord described basic

guidelines for achieving qual-

Ity and organizational change.

In this issue.” they explain
ways to apply those guidelines to the
process. of achieving a quality
tansformation.!

1. Ton managers jsarn ts become
leaders, sxempiars, and tsachers
ol peaiity 2 .

Top managers lead as individuals
3nd as a group. As a group, they are
the steering committee of the trans-
formation. They plan and strategize.
They select targets and priorities.
They are instructors of and promoters
for transformation.

As individuals, top managers:

* develop a noticeably different man-
ner in working with their co-
managers and direct reports. They
seek to improve a system. instead

“of seeking someone to blame. They
listen and try to mutually solve
problems, giving fewer orders. They seek more
data and analyses, depending less on fiat and
guesswork, And they aren't as hurried, taking
more time for precis .

© leam to see themselves as suppliers to a vanety
of internal customers whose needs and expecta-
tions they will learn to idendfy, meet, and ex-
ceed over and over agaix.

* become instructors in seminars and presentatons
to employees on the quality effort. '

* continuously seck more resources on quality for
their own educadon. They also recommend
books, articles, seminars, videotapes, etc., o
others to deepen their understanding of quality.

® continuously seck new ways to integrate the
quality efforts into all existing corporate actvi-
ties, such as planning, reviewing budgeting,

_ -~ marketing, and key reports and presentations.

-® are increasingly inclined to ask for data when

discussing work with others in the organization.

o

-~ i8emtify symbols of a chain-of-command organt "\

¢ zadon (parking facilites. eating facilities, drzss

S~
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codes. -¢tz.) and change them to reflect a new
“outlook. Managers find various visible signs of

* spend Some time listening™o a variety of ermn-
ployees at every level, Managers leam about em-
ployees’ concerns and observe, without
judgment, what they do in their jobs. Managers
must understand what is involved in the execu-
tion of their employees' work and what gets in
the way of good work.

* actively listen to people’s resistance to transfor-
mation, belping them to let go of the past and
understand and accept the new way,

* meet with groups of employzes, listen to their
reactions and suggestions, and follow up im-
mediately when possible.

* promot= axd are directly involved in creagve ways
to build bridged between employees and cus-
tometrs. Managers should bring customers o the
employess and ke employees o the cuswomers.

® jearn to practice quality audits.?
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" tully ssfocted and guided by managers, conducted by

cress-divisional tsams using the sclentific appreach, and

Each phrase in this strategy statement is worth looking at
closely.

Improvement project: A carefully planned and directed ef-

. fort 1o achieve a major permanent brca.kthrough resulting in
- a measurable betterment of a product, service, or process. The

O

results may involve the solving of a problcm the reduction of
costs or wasted material, reduction in required time, reduced
errors and rework, less variation. etc.

Carefully selected: Because they are part of an introductory
phase. these projects should be almost certain successes. They

shoch ideally have the potential for high visibility or a big dol-
off. or should involye a change that will affect customers

MEIE?SC—@ Theﬁrstprojectsshouldfocusonvqry
specific mngible improvements to a clearly limited and defined
process (e.g., reduce late deliveries of product X or eliminate
product spillage in the bagging operation).

Esichlished by managers: To encourage managers to pay at-
tentiorn to early transformation activities, learn from them. and
persozally oversee them, the efforts must involve marters about
which the managers have some genuine concern. Nevertheless.
managers are encouraged to solicit project suggestions from the
work force.

Guzded by managers: The project teams engaged in the day-
to-day conduct of this project meet regularly (approximately
monthly) with a team of managers that is responsible for guid-

ing the project. The managers are usually the same ones who_

established the project. The monthly meetings allow the
managers to make suggestions, to support the project team, and
to mzke those decisions that only they may be authorized to
make. Managers also learn about a company process and what
is involved in process improvement—and why lasting improve-
ments cannot be rushed.

Conducted by cross-divisional project teams: The leader and
members of the project team are appointed by the managers.
The zam’s membership represents pcoplc whose jobs bring
them in contact with the process under review. The team mem-
bership may cut across divisional lines whenever this is neces-
sary for a representative team. Project teams may also draw
from different levels of the hierarchy when that is suggested

by the scope of the project. Qg:j_lgmly the project team should
not awﬁiﬁﬁ@ (not_including technical BdVisers).

Using the sciennfic approach: A scientific approach 1o im-
provements is one based on reason, logic, analytical problem
solviag, and the use of data, This is an important part of the
quality improvement effort. It is not enough for a project team
simply to agree on some conclusion, for example, on the cause
of a problem. They should also have carefully accumulated dama
to sugport that conclusion.

Ceached by technical advisers: Technical advisers provide
assisznce to the team in two basic areas: facilitation or organiza-
tonal development skills (helping them plan their project, con-
duct good meetings, and develop themselves as a team) and
engiszering and statistics (to guide them in the scientific ap-
prroaﬂ and belp them gather and analyze data, and solve tech-
nical problems). Technical advisers attend each meeting of the
project team and provide training to the team as nesded.

The progress and final results of projects should be present-
ed. since the projects are meant o educate and inspire as well
as make improvements. The project team members should pre-

o~

sent their results to various groups of managess and employeesy
Each rz2m member should parucipate.
One caution on iIMprovement projects: proiect teams a=~ 9
_powerrul and successful that they create a bzzard. Ma )
can be seduced by projects into the belief thzt transforme...n
consists of an endless succession of projects azd teams. Projects
are also attractive to some managers because projects don 't de-

. mand much of them. A project should be vizwed as an excel-

lent irmprovement tool. a fine team-building mechanism. and
a wondzrtul educational device. But projects are not transfor-
mation. By themselves, 10.000 successful prog<ts will not trans-
form the company into a quality orgam.zano_ or its managers
into quality leaders.

3. Tes managers engage In guailty tragstarmation plas-
Ring starting with a twe-year hlwesriat far progparaties,
start-ig, and early expansion.! -

This blueprint is important for what-it encowrages and also for
what it implicitly discourages. It encourages z specific strategy.
Thus. i discourages a haphazard, play-it-by-ezr approach to im-
plemerzing quality. It encourages that the plaoning be done by
top mzaagement. Thus, it discourages delegapon of planning ef-
forts downward in the organization. [t encourzges (oo ead
for two years. Thus. it discourages short-2rm commitment and
a search for instant solutions. It encourages tarpeted efforts. Thus,
1t discourages an everywhere-at-once approach.

The two-year blueprint addresses such guestions as:

1. What strategic issues should be considered in the selec-
tion of the first efforts? For example, should areas where there
is hig> visibility be selected? Greater posswilities for  ‘or
gains? Receptive key personnel? Critical peed? Greater ¢ s
of success? Congfuence with other corporze plans? Na...al
lead-irs to funure expansion of the quality impiementation effort?

2. Who will be the point person coordinarag the implemen-
tation in the targeted area? How will he or she be prepared for
the responsibility? What kind of ongoing development will he
or she receive?

3. What preparation will the managers. supervisors, key staff
people. and union representatives in targetsd areas receive?

4. YWhat specific activities will the top marmagers undertake in
the mrgeted area? How will they be prepared foe this involvement?

5. How can top management help appropriate middle
managers and supervisors to understand. support, and lead this
efforz in their respective areas?

6. Who will provide technical assistance ir each targeted
area? How will they be trained? How much of their time will
be made available to improvement efforts?

7. What will be monitored in these efforts so that it becomes
a learring experience whereby performance can be improved?

8. What are the secondary targets? How might these new
targets be prepared?

A MMWWMMMF

~ Ratien, svorsight, and tochaical traimimy axd 2ssistancs

nosded ts sEznar 24 guallly imprsyement stisrts.t

Treasformation can't be done haphazardly. Someone must
oversez the scores of logistical, administrzave. and ¢ ory
processes involved in implementng quality. Someone b
~* advise managers, helping them keep sight of the big p.. are

and the long-term vision.

* help managers assess the effect of varjous transformadon ef-
forts to determine what is effective and necessary so that the
right things are being done and are being done successfully,
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* keep track of various improvement efforts: assess nwds coor-
dinate any centralized training, ‘'

e coordinate the deployment of in-house technical resources and
provide for the continuous education of these resources.

* arrange for seminars and workshops for managers: arrange
for managers and others to be presenters and instructors for
various workshops and seminars.

* provide technical assistance to the project teams and othcrs
engaged in improvement efforts: assist in establishing and
educating teams and managers to oversee the project teams.

. pmvidcorimraﬁontoncwnmgmandodwrkcypardcipam

* maintain a W resources and training
materials.

* coordinate publicity for the transformation efforts. such as
media.

THe strucrure of this coordinating function should begin
modestly and evolve modestly just zhead of any planned ex-
pansion. It should never become a quality empire. In the be-
ginning it may bc one pcrson an implementation coordinator
ecutive officer. The xmplcniéﬁfénon coordinator must be a capa-
ble leader and have a solid undersanding of Deming's teachings

and statistical principles and perspecuves. Eventually this coor-
dinating function may expand into 2 small staff that includes
gﬁm an_organization dcvclqpmcxit specialist. De-
pending on the size of the organization, there may be satellite
coordinaring units as well. The coordinator may have a dotted-
line relationship to people designated as local-site coordinators
or technical advisers. Above all, this coordinating function must

/ never be seen as a unit assigned the responsibility for quality

[POTT SErvices to managers.

5. ummmmummu-

)

‘nauon of factors that constitutes the **

transformation. That responsibility belongs 10 management.
er. the coordinator function is a resource providing sup-

gagizatien's cuitwrs ts one mers suppertive sf total
quallty.’

An organizadon's culture is the result of the day-to-day, on-
the-job experience of the mass of employees, i.e., What is it
like to work here? The collective answer to that question and
the following questons will describe the company's culture:

» What survival instincts does one need to develop here?

* What are the unwritten rules—the code of conduct-—for the

informal orgamzanon”

* What are the organization's taboos, sacred cows, clubs,

cliques, rivalries. myths, and lore?

* How does working here differ from working at another com-
pany in the same business?

Managers. therefore, might well ask questions such as: How .

does the individual employee feel sbout working here? How
do employees feel about the company? About their respective
work groups? About their individual jobs? These questions are
important, not because the purpose of a company is to make

-everyone in the company feel good, but because employees who

dislike their jobs, their work group. and the company itself are
not ready to join in an unending pursuit of quality. Their trust
and cooperanion must be earned. Figure | describes the combi-
quality corner."’

[f managers are to understand and change the organization’s
culture. they must learn other things from employees: what qual-
ity problems do the employees experience. what stands in the
way of pride of work. what stands in the way of teamwork.
what would help them feel more a pant of the company?

The way to learn employees’ answers to these questons is sim-
ply to ask them. Managers should conduct focused discussions
among relatively small groups; a facilitator can help plan and
conduct these sessions. In these discussions managers should
also ask what they as managers can do to elirninate fear and bar-
riers. encourage a spirit of closeness to the customer, encourage
a common comumitment to the scientific approach. and encourage
commitment (o constant improvement. Sometimes. just the fact
that managers are willing 1o ask these questions and listen to

employees' responses can begin o changc he culture.

~—Along the same lines; managers should initate a review of

the company's employee manual. asking:
¢ Do arty of the policies suggest the old concept of the organizanon?
« How might these policies be changed 1o complement the new
view of the organization?
* Do any policies suggest distrust or disrespect of employees?
How might these be rcplaccd with more trustful and respect-
ful pohcu:s7 -
Ow can management create a level of pride and rcsp;tTm\
for paternalistic regulation?

Finally, there are three urmmalw-tmmge{
should promote within the company. Specific initiatives should
bcplannedmmrceams close to the customer, scie nuﬁc
%E and constant improvement.

se 1o the customer. Managers in every part of the com-
pany should organize activities and events that help bring em-
ployees and the paying customers and ultimate users together.
Managers should help all employess see the customers as real
living, breathing human beings who actually purchase, use, and
care about the product (e.g., bring in a panel of customers o
discuss ways of improving the product or service). These activi-
ties should lead to developing planncd msumnonahzcd sysu:ms
for routine cusiomer feedback, ©

The sciennfic approath Part of the company culturc should
include a pohtc impatience with guesswork. shooting from the
hip, and opinions offered as fact yet unsupported by data. This
shift from guesswork to good da:a must begin in the highest lev-
els of the company.

Constant improvement. Managers should set an example of
constant improvement and recognize those employees who are
constantly trying to improve the system.

Activities focused in these three cultural areas tend also to cre-
ate teamwork. These efforts also reduce fear and barriers and
encourage pride in one's work, work group, and indeed, the
entire compeny.

In all of these improvement efforts, managers should employ
a sequence of phases that the Japanese call the Deming Wheel
and Detmning calls the Shewhart Cycle®:

Plan: Consider a3 carefully and thoroughly as possible what
you will do and bow you will do it. Use data whenever possible
in your analysis of the situation. Identify the key factors for suc-
cess and determine how you will measure the effect of your effort.

Do: Carry out your plan.

Check: As you implement your plan, monitor and evaluate
your efforts. Idendfy areas for improvement.

Act: Incorporate the improvements into your efforts and con-
tinue the effort.

Plan: Reconsider what you are doing. Continue the cycie.




» Figure 1. The Quality Corner
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This cycle shou%oome a constant impetus to 1mprovc Ev-

ery activity can be subject to thc cycle and, eventually, every =

activity should be.

It is worth noting that management by objectives and perform-

ance standards work against a quality-supportive organization-
al culture.? Objectives and -performance standards focus gn
individual performance wherfthe individual can seldom con-
trofthe sygigm within which he or she must work. They aturib-
ute to an individual the work of the*group and the system as
a whole. People become victims or bcncﬁcmrzs of normal var-
iations built into the system.

The needs and opportunities for'systematic mﬁmcm e
far more profound and pervasive than any performance appraisal

system can possibly accommodate. One mast usually choose,
therefore, between real systcm improvements or superficial ac-
complishments as described in performance objectives. -

Performance appraisals are seldom fair, objective, and educa-
tional, Given the myriad problems with performance evalua-
tion systems, managers should explore realistic alternatives.
Whatever new system emerges, it should allow for legitimate,
useful feedback to employees, only on those efforts over which
they have true control. The system should encourage teamwork
and pride, and recognize constant improvement.

. Edocation and training 't

The Japanese are fond of saying that quality **bégins with
education and ends with educadon.’’!! As important as train-
ing and education may be, however, these areas also represent
2 hazard. It is fairly common for a manager to arrange for lots
of people to be trained and then wait for resuits. Such training
in quality approaches will be utterly wasted without top manage-
.ment’s leadership, planning, and an internal network of coor-
dination. oversight. and suppor.

" These are some of the types of training and education n.  -d
to support the quahry efforts:

Technical trdining related 1o speczﬁc Jjob skills. Everyune
shotlld have a mastery of the technical skills needed to do his
or héf job. Everyone with arridentcal job sheald do it consis-
tently, eliminating variation from worker to worker.

Systems orieruation for all individuals and groups. All em-
ployees should understand how their jobs fit into the system,
who their internal suppliers and customers ar:. and how their

. .waork affects-the final product or service dch\ ered to the out-

side customer and user.

New technical and maintenance skills. Techaical knowledge
and skills prc\qously reserved to technicians (for example, en-
gineers and maintenance personnel) should be szmauaﬂy trans-
ferred to operators. Technicians should be viewed as instructors
for the hourly workers. In nirn, the knowlecge and skills of
the technicians should be upgraded. The goal is w elevate every-
one's level of technical competence.

Basic orientarion to qualiry. This includes presenmtions on
such topics as the history of the quahry movement, the essenaals
of quality and transformation, the organization's pproach to trans-
formatioggand the plan for transformation. These should be rmught
to everyofie at an early stage of the transformation effort.

Technical adviser training. Early in the implementation of
quality, an organizaticr: should begin developing an internal net-

_work of pcrsonncl that 15 capable of providing consultation and

_ technical assistance 10 those engaged 10} UNROVEMENL ¢ s,

These individuals know the basic tools of the scientific app.  ch,
the skills of project pleaning and managemert, and the s
of team development and meeting management. The teci. .al
advisers also know how to tzach these skills 1o others. i
Basic improvemenr skills. Gradually everyone 1n the organi-
zation should learn: how to plan and manage an improvement
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The Quality Transformation cont.

projccx: hiow to work in groups: how to plan z change: the ba-
sic scientfic tools: and how to gather datz 10 determine the

sources of problems and variation. (These skﬂL should be ayght
to emplovees as thev need the e train-

ing and see the technical advisers as the main supphers of this

training within the organization. Mass training of employees
in the irorovement skills is, in our judgment. z >ubstanual waste
of time znd resources.)

Qualiiry leadership: educarion, training, and development.
Managess, key suaff, superintendents. and suparvisors at every
level will need help in understanding quality and how to lead
the wansiormation. They will need to underszand their new jobs
as redefined within the new view of the organization. They will
need to iearn new skills, such as planning, group and meeting
management, and inquiry skills.

There are three areas that leaders should study from thc bc-
ginning 2nd understand deeply. First. they should study(Dem

‘s teschufys. Second, leadership study should focus™on
variauon. Managers who do not understand variation cannot

. manage eriectively. One cannot appreciate Deming's teachings
without 2n understanding of vanation)'? The third-important ==

area of management study is

It is a way of thinking, a method of judgment and discernment
that requires a perspective not commonly shared in everyday
life. The right statistician can be an invaluable resource to help
managers understand variation, the statistical perspective, and
Deming’s teachings.

Educerion and training must be a pervasive effort in the trans-
formatoa. Early planning for transformation should include the

‘beginning training and education programs and how these will

expand and be followed by other programs.

The trensformation to 2 quality organizadon is a complex,
difficult underaking. The way to go about it is not in the man-
ner of the bulldozer; rather. you can accomplish transforma-
tion in the manner of the boll weevil: padenty and persistently,
inch by inch and row by inexorable row. Convert one process
after ancxher. eliminate one barrier after another, strive for con-
stant imorovement and continuous education. Develop a pace
of change that doesn’t overextend your ability 1o coordinate and

* support.

m

. Two books that provide alternative sets of strategies are Craig
chbm.n and Michael Silva, Crearing Excellence (New York: New
Amernicaz Library, 1984) and H. James Harrington, The Improvement

Process. How America's Leading Companies Improve Qualiry (New
York: McGraw-Hill. Inc., 1986), pp. 11 ff.

2. The authors have more to say on this point than on almost any-
thing else. See W, Edwards Deming, Our of the Crisis (Cambridge,
MA: MIT Center for Advanced Engineering Study, 1985); pp. 54-59
and 86 fi.; Hickman and Silva, Creating Excellence, pp. 23 ff. and
all of Par: [I: Brian Joiner and Peter Scholtes, *“The Quality Manager's
New Job.” Qualiry Progress, October 1986; Kaoru Ishikawa, What

. IS Toml Qualiry Comrol? The Japanese Way (Englewood Cliffs, NJ:
The Imprmvmzm Procm pP.

. 1985). pp. 59-71 and chapter 7; and Harrington,
17-30 and 56-79. °
3. For ackground and suggestions on the audit process, see John
Farrow. ~Quality Audits: An Invitation to Managers,'' and Kaoru
Shimoyzmada. **The President’s Audit: QC Audit at Komatsu.'* in
Qualiry Progress, January 1987,

d the use of -
_data. Stanstics is not just a collection of mathematical toois.

%

4. For background on improvement projects, sez .M. Juran. Qual-
irv Conroi Handbook (New York: McGraw-Hill. Izc.. 1974}, secuon
16. pp. + {f.: Harrington. The Improvemeni Process. chapter 6: and
Patrick Tewnsend. Commit to Qualiry (New York: John Wiley, 19861,
pp. 51 §. For a more specitic how-t0, sce Peter Scholtes. Gernne a
Vew Tear: Started (Madison. W1: Joiner Associaes. 19861,

5. Two other resources on planning: Hickman azd Stiva. Creanng
Excellence. chapter 2. and Harrington. The [mprovement Process.
pp. +1 ff. and chapter 11.

6. Thers are many and vaned approaches to an internal structure
for managing the transtormation. See W. Edwarcs Demeng.. Ous.of:
the Crisis 1Cambridge., MA: MIT Center for Advznced Engineerinm,
Study. 1935). chapter 16: Juran, Qualitv Conirol Handbook. secuon
7. p. 25: [shikawa. Whar is Total Qualirv Conrrof{?. op. 113-118:
Howard Gidow and Shelly Gitlow, The Deming Guide to Qualiry and
Compeninive Posirion (Englewood Cliffs, NJ: Prendces Hall. Inc.. 1936).
chapter 14 and Harrington. The Improvemzm Process. pp. 23 ff. ansd
pp. 30 ff.

7. A good basic text on culture is Edgar Schein, Orzanizarional Cul-
ture and Leadership (San Francisco: Jossey Bass, 1985). Rosabeth Moss
Kanter, The Change Masters (New York: Simon & Schuster. 1983) «
is also a geod resource. For culture specifically as x relates to quality:
improvemsnt. see Gitlow and Gitlow, The Deming Guide to Quialirs:
and Comperitive Position. chapters 2, 8. and 9. and Hickrmasr and K-+
va. Crearu:g Excellence. chapter 3 and all of Parz .

8. See Deming. Out of the Crisis. p. 83, and Ishixawa. Whar is To- -
tal” Qualiry Conrrol?. pp. 17. 59, and 93-94.

9. For wmore on this. see Deming, Ow of the Crisis. pp. 70 ff. and
101-120. Andrew Grove, High Oupur Managemern: (\Icw York: Ran-
dom House. 1984), chapter 1 1. has some interesting comments on mot-
vation and feedback that are directly related -to this issue.

10. For good basic references on education and tra@mng in a8 Quality;
organizaton, see Deming, Owt of the Crisis, pp. 52-54 and 86: Juran
Qualiry Control Handbook, section 17; Ishikawa, Whar is Total Qual-~
iry Control?, pp. 37 fi.; Gitlow and Gitlow, The Derming Gade to Qual-.
ity and Comperitive Position, chapters 6 and 13: Willlam Scherkenbach,
The Deming Route 10 Quality and Productivity: RoaZ Maps and Road-~-
blocks (Washington, D.C.:"The CEEP Press, 1986}, chapters 11 and
12: and Harrington, The Improvement Process. pp. 98 ff.

11. The saying apparently originated with Ishikawa: see his armicle..
by that tithe in Qualirv Progess, August 1972, pp. 18 f.

12. For 2 belpful treatment of variation, see Scherkenbach. The-llgne--
ing Rowte 10 Quality and Productivity: Road Maps end Readirlocks.
chapter 5.
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Part I: “The Quality Problem is Real. “" Wuspitals fail because of management.
This failure is primarily a result of a lack &.a total management (TMj approach.
This leads to a crazy quilt of individual ndd-on programs and projects which
struggle to survive in a management climate of constant crisis and reactivity.
Worthy initiatives like total quality managessent (TQM) are at high risk in such
organizations and run the risk of failure . .

Part 1I: “The Need for Total Managervert.” In order for quality improvement
efforts to succeed, there must first be a reprientation of the organization’s man-
agement approach and culture. What is meeded is organization dzvelopment
which reorients the hospital to TM. This New American Hospital creates the

Part I: The Lack of Quality
is Real
Hospitals continue to be buffeted

by the need to adapt to market
requirements and the new economic

“reelities. The major message is that

the very organization itself must
change. Itis “do or die” time, and the
continued failure of a number of

organizations suggests that more;

dying than doing is going on.
Nowhere is this more clear than in
the need to improve performance
levels of quality, productivity and
customer satisfaction. Yet hospitals
find it difficult to meet these
demands due to their inability to first
change their basic capability to pro-
cess change, structure new work rela-

“tionships; and develop a coherent

organization development approach.
Hospitals do not show the adaptive
and fast change capacity needed in
turbulent times; the result is a dis-
jointed effort to meet the need to
change.

Lack of Hospital Quality is Real,
Not Imagined
The Wall Street Journal reported on

hospital negligence, showing yst.
.another facet of the slow change
adaptation efforts of hospital .

executives:

“An important new study of malprac-
tice found that 7,000 people died in

hospitals in New York statein 1984 asa .

result of negligent care. The deahs
were among 99,000 patients who w2

injured as a result of their metawt

care. ... The study is the most cempre-

foundation for specific change tools suck &s TQM.

hensive analysis yet made of the mal-
practice issue, and is cerizin to be used
by policymakers nationwide to
address one of medicine’s most troub-
ling problemns.... ‘One cannot help
but conclude that the current system is
fziling,” said David Axelrod, the state
commissioner of health. “Without

major reform, the systerr: will continue
to fail.”"1

It is the “system” that is failing, a
system that needs ““major reform.”

JCAHO Is Not a Magic
Tooth Fairy Answer

The JCAHO became infamous in
the business community when it
refused to accept allegations made in
a 1988 Wall Street Journal story written
by Pulitzer Prizewinner Walter Bog-
danich, widely known fer his under-
standing of quality assurance issues.

A Wall Street Journal arzicle question-
ing the effectiveness of the Joint Com-
mission on Accreditatior: of Healthcare
Organizations in guaiding patient
safety has been dismissed by the
JCAHO as sensational journalism. The
article ... cited egregious cases of poor
quality care at six hospitzls. Each hos-
pital was accredited by the JCAHO,
but state and federal health officials
ultimately closed three of the facilities.
The article also included a list of 156
JCAHO-accredited hospizals that were
«ited by federal health officials for a
variety of deficiencies.... The article
made a series of unflaitering allega-
tions that could jead some pzople to
question whether accreditation by the
JCAHO is worth more than a condition

of insurance reimbursement or stale
licensure.”



The article suggested that ihe
JCAHO:

» is slow to report deficiencies to s=-
veyed hospitals;

- accredits hospitals despite quality-of-
care deficiencies;

+ harms consumers by keeping survey
detzils confidential;

« is reluctant to act against hospitzx
beczuse its member organizations
represent providers.?

The JCAHO reaped a whirlwing of
corporate criticism, as well as citi-
cism within the health industry; for
not dezling with the fact that accrzdi-
tation is not an effective quality con-
trol device. Indeed, the whole gzas-
tion of why an anachronism like the
JCAHO even exists needs to be czalt
with by the industry as it turns to
higher quality standards for the
future. The accountability for qu:iity
management lies with managemeni, not
sorme external group.

This was vividly expressed bty a
new hospital president who ta0k
over a dying organization. He chal-
lenged his management team -
these words:

““What's all this nonsense of beirg in
fear of the JCAHO visit? Do you =ean
that you're going to run arounc like
chickens with your heads cut ¢ to
clean everything up just to pass what
JCAHO itself refers to as ‘minizum
standards?’ Then that means thz: we
have been providing service ai less
than minimal levels. That’s jus: not
good enough.

““We're not here to follow stanc:zds.
We're here to set standards. Thrs= last
thing we should be worried abcut is
whether we can meet standards szt by
a bunch of outsiders who don’t xnow
what you do, and who don’t havz any
responsibility for your patients. Let's
be very clear about this. We hawv: one
standard and it applies to every
department, every person, and svery
piece of work that we do. That stznd-
ard is excellence. And anythmg hatis
less than that standard is to chznge,
starting now.”

Two years later, his hospital is rated
best in customer satisfaction surveys,
shows rapidly growing market share,
and is giving his competitors fits.
This was an example of tota) manage-
ment (TM), not total quality mznage-

ment (TQM). Now the same execu-
tive is Jaunching a TQM effor, using
the preceding TM effort as z neces-
sary foundation.

Here We Go Again:
Why TQM Risks Failure

As hospitals have attemzted to
alter their approach to their poorly
managed enterprises, they have
repeatedly fallen into the trar of par-
tial strategies and piecemeal manage-
ment. TQM is the latest bandzid to be
stuck on the ailing hospital corpus.
TQM is but the latest entrart in the
long parade of initiatives i1 guest
relations, cost containment, quality
circles, stress managemenat, and
nurse recruiting that have been tried
and have failed. Unfortunzzely, the
progn051s for TQM is no betizr as yet
another “program of the morth” that
hospital managers have been zfflicted

- with for years. Announczd with

much flourish, the initiztive is
doomed at the start. Insteac of wor-
rying about One Minute Manage-
ment, we had better look zt what
happens the rest of the day!

Lest I be misunderstood, my dire
predictions for TQM and otrer qual-
ity efforts do not indicate mat I am
against these initiatives. I zm fully
behind the efforts of those who seek
to-attack the quality problem in the
systematic and organized ways that
TQM represents. The gloomy pros-
pect of failure for such an important
undertaking need not come o pass if
those resp0n51ble for quality
improvement implement 2 TM con-
cept before implementing TOM. A
TM system creates the cond:zions that
will Jead to organization reaziness for
a full adoption of the qualit~ agenda.

Given the substantial cost of a
TOQM effort, it is essentia’ that the
organization be able to caritalize on
this investment. For examrle, it was
found that TQM initiatives :zke twice
as long to implement, reqzire much
more managerial hand holding, and
experience more uneven implemen-
tation in organizations thzt had not
Aandergone earlier systematic TM
organization renewal. However,
when TM approaches were done
first, TQM became a nsz:ural out-

growth, ite next growth phase of the
organizz$on’s pursuit of excellence.

In gardening terms, the rule is to
spend mawch effort on soil prepara-

“tion befoxe putting in expensive plan-

tings. TRY is the soil for successful
TOM oy cither program efforts. In the
hands cff a skilled and change-ori-
ented management team, TQM can
be a productive end ever blooming
process. But without TM preparation,
TQM is like expznsive stock deliv-
ered by the nursery just lying on the
ground waiting for the orchard to
spring up. The key point is: Get the
organization field rezdy first before plant-
ing TOM.

Why Do Organizations Fail?

Organizations fil because of poor
management. Rebert Hayes’ block-
buster analysis of American indus-
tries across the bozrd showed that the
failure to compete had little to do
with economic, governmental, cul
tural or labor issues. It was primarily
a failure of manzgement:

“The conclusior. is painful but must be
faced. ResponsZility for this competi-
tive listlessness be longs not just to a
set of externa) conditions but also to
the attitudes, preoccupations, and
practices of American managers. By
their preferencz for serving existing
markets rather than creating new
ones, and by their devotion to short-
term returns and ‘'management by the
numbers,” mary of them have effec-
tively forsworn long-term technologi-
cal superiority as a competitive
weapon. In censequence, they have
abdicated thzir strategic respon—
sibilities.”’3

Hospitals fail for the same reason:
management and management sys-
tems out of centrol. Regina Her-
zlinger’s analysis was stmgmg in
“The Failed Revolution in Health
Care—T#e Role of Management :

“The American health care industry is
sick.... Americans find services to
fragmented, impersonal, incon
niersly located, and offered at unsuita-
ble times. Then there is the quality of
the care itsel, which is notoriously
erratic.. .. In response to demand and
to the perceived inadequacies of the
continued on page 28
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continued from page 27

system ... a revolution (occurred) in
the 1980s that was supposed to trans-
form the health care picture.

“But the revolution faijled.... What
went wrong? I claim that the failure
vsas almost entirely that of manage-
ment, not of strategy, that the creators
... were so blinded by the vision of the
dazzling new world they hoped to
forge that they neglected the details of
management that would breathe life
into their vision. My purpose is to
reorient the revolution to a second
stage that will be guided by those who
believe that in management, as in
architecture, God is in the details.”*

So Herzlinger sees a failing system,
a needed revolution, and manage-
ment not attending to its task. Specif-
ically she accuses executives of pur-
suing marketing and financial
strategies instead of dealing with how
tie hospital actually delivered quality
seTvice:

“While (they) were busy-devising

financing and marketing schemes,

they missed opportunities to improve

the quality and efficiency of health care

in four key areas:

+ administration of operations,

+ management of human resources,

+ management control systems, and

+ the formation of a management
philosophy.”>

In short, by being too narrowly
focused, by not having a TM orienta-
tion, health care executives fell into
the problem pattern of a too narrow.
focus.

But does Herzlinger overstate the
case? When one looks at the complete

failure and closure of 700 hospitals, is’

it really fair to blame management for
all the ills the industry is suffering?
Wouldnt these organizations’ prob-
lems have been cured by more
money from a rich Washington
undle?

“Low Medicare and Medicaid pay-
ments didn’t close 81 hospitals last
year, a link espoused by hospital
industry executives and swallowed
whole by the media.... The blame in
many cases should be placed on hospi-
tal executives who waited too long to

respond to changes in their market. ...

Poor management likely was respons-
ible for atleast half of the hospital clos-
. ings last year.... Despite changes in
their mérkets, mamy troubled hospitals
wait too long to adapt to those
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changes.... The hospitzis hesitate to
make operational changes, such as cut-
ting costs, or strategic chznges, such
as altering services.”®

.No.matter how.much some would
Tike it to be otherwise, thz buck stops
on the executive desk. In that light,
would TQM have been z sufficient
prescription to keep these hospitals
alive? Can a quality emphasis make
up for executives who aren’t aggres-
sively making a host of other
changes, both in terms of external
offerings to the market znd internal
changes in how things zre done? Is
there a risk that TQM wik be seen in

‘presently struggling hoespitals as a

panacea, the late-arriving organiza-
tion savior campaign?

Part II: The Need for Total
Management

"The Birth of the New American

Hospital

Can new wine be put in old bot-
tles? The old American hospital is so
causative of its own problzms, so dis-
credited in its maragement
approaches that it will no longer
work as a delivery system for organi-
zation growth and ackievement.
Nothing less than its dezth and com-
plete replacement will zlow for the
needed changes which the market
now requires. The needs for 21st cen-
tury health care will not be delivered
by a management system borrowed
in the 1930s from Americzn industries
which have long been slain by
smarter approaches to managing
work, serving customers. and releas-
ing the power of the crganization’s
people. '

What is needed now is a New
American Hospital. The New Ameri-
can Hospital is as unlike the old as to
be almost unimaginabiz by execu-
tives of an earlier erz who have
stayed too long in the game. The
birth of the New American Hospital
is being led by a new breed of execu-
tive whose primary coniributions are
a new set of assumptions and the
committed energy to carty them out.
Those assumptions are that the cus-
tomer is king, that associates
(“employees” or “FTEs” in old hos-
pital terminology) have the brains

and will to deliver what the custormer
requires if they are empowered, and
that the first piece of business is 1o
completely change the organization
by going to a TM arproach.

Wheat is Total Manzagement?
Management has been defined as
getting things donz through other
people. TM specifies that getting the
right things done is even more impos-
tant, and those right things are the
Key Result Areas (¥RAs). Unless all
of the KRAs are accomplished, the
manager has not succeeded and tite
organization will fa7. The KRAs are:

» Customer satisfzction
* Quality

« People growth

+ Organization clinate
* Innovation

* Productivity

*+ Economics

All the KRAs are important, and i~
must be achieved. In terms of impor- -
tance, customer satisfaction is the pri-
mary KRA, with quzlity being a close
second—the custormrer simply ddesn’t .
want junk. Quality- as we know, is
mainly defined by the customer in
terms that are always personal,
sometimes irrationz! and idiosyncra-
tic, but always rez!. The provider’s
view of quality car. be added o the
customer’s but it nzeds to be consids-
ered secondarily. TQM efforts that
put technical service requiremerits
ahead of customsr-defined needs
have already violate& tire TWM)
approach and will face the wrath «~
customer resistance energy, as well ass
line management zpathy.

To be able to focus on qua¥
efforts alone wouli be nice, but !
hospital is not a program, it is a cow-
tinuous functioning mechanism that.
has to be managzd in its totality:
Quality concerns can be adequasely
addressed only when the hospital is
managed correctly by seeing i
wieleness of achieving the total KR4
Jisr. Can quality ever happen if e
ple growth does not? Can quality
flourish if customer service does weit?
Can TQM wosk ir: an organizaticn: #
economics and productivity issues
are not addressed? Can an organiaa-
tion with little in the way of inno
tion and new idez flow be succeustul

Jay
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not as worthy Hospitals are segre-
gated sodieties; you can see it in the
cafeteria where the green, white, and
gray uniforms never mix. On the
other hand, ths project manager who
can see beyond the limits of his little
program is mznna for his executive.
Our experience with the TM imple-
mentation approach uses a number
of integrating mechanisms to con-
vince the organization’s managers to
play as a team, and to persuade nar-
row parochial interests to become a
united front reflying around common

terminology, concepts, techniques .

and values.

It is 2lso not uncommon for the fail-
ing manager i think of change as lin-
ear, following a predetermined proj-
ect flow chzrt and critical path. In
fact, change is more biological or
organic. Just as white blood cells
automaticaliv congregate around an
infection germ, so do change masters
allow their organization friends to
congregate around issues that con-
cein them. Rzther than just attacking
quality issues, a TM project might
find that managers and associates
attacked a cuality problem first and
then went zfier a morale issue. TM
allows orgznization members to
attack policy and authorization levels,
to change the basic assumptions, and
to shoot saced cows. It is in the pur-
suit of all these objectives, with the
flow primasily coming from the work-

ing levels, that we.see an upward spi-’

raling of organization performance.
While this free-flow and free-form
TM process is broadly controlled and
directed, i: is non-linear. Executive
empowerment and program direc-
tion proviceas the push energy, while
dissatisfacticn with the status quo
keeps the prccess cooking. Education
channels provide tools and small
groups become the developmental
labs. The chzos is organized, but not
entirely predictable. This is not a
- cause for worry, as the outcome is
never in cdoubt. Pressing ever
upward, the organization begins to
break into the light as instinctively as
daffodils in spring. Those directing
the process need to see their role as
gardeners, satting up the conditions
under which organization growth
can occur. Growth of the daffodil
OCCurs on its own, not at the will of

the gardener. Set up the conditions
for growth and the rest takes care of
itself. While this is contrary to o:c
American hospita) thinking, it works
extremely well in.the New Amenczn
Hospital where the power of the
group mind is given free run. Qur
universal experience in every case is
that the people in the organizatien
will not disappoint in terms of the
phenomenal results they achieve.

As hospitals wrestle with the nesd
to improve quality, they need to focus
primarily on the need to create zn
organization that understands TM zs
the foundation for all other improve-
ment efforts. This means that first 2
managerhent plays like a team and
then sets to work to clear awzay the
old American hospital underbrush in
preparation for excellence in KRKA
accomplishment. The exciting new
is that TM is now working
numerous American hospitals, anc z
way out of the crisis’is at hanc.

3o
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Recognize the Practical Limits of
the Business -~

Typically quality management pro-
cesses have been approachec on zn
organization-wide basis. This might
be a good idea but a terrible cha
strategy. Hospitals have limite
time and expertise. It must be reccg-
nized that the benefits of quality
improvement, especially those that
seek process refinements, will yiela
the greatest return in high volume
areas where routinization and repzt-
tion multiply greatly the smallest
improvements. It often does rnot
make sense to roll out certain quaiiy
methods house-wide. Stafi arz
could be exempted, as should otzer
departments where the work is tp-
ically non-linear, i.e. not predictzaiy
sequential. Other approaches sucr. as
work simplification may work bezer
in these lower volume or non-inier-
acting departments.

How should the quality initiaiive
be inserted into the organization?
Successful top executives have usu-
ally had success by inserting mzjor
program change on a department-by-
department basis. Consider & pilot in
an area that won’t cause a mzjor
blowup if problems occur. Getting
the bugs out and gaining some inler-
nal support might be a smoother way

to launch wider implementation -~
the program. Remember that the ht
pital is not like a factory that can be
shut down to retool. It must keep
operating continuously, so do not
make applications so ponderous or
difficult that a failure ensues. This is
not an argument to “go slow,” but a
caution about the need to make delitx-
erate speed. Mesh the program into
ongoing operations.

Unfortunately, too many quality
experts fail to understand the need
for total management (TM) and the-
need to manage quati?y in the coniext
of obtaining results in the rest of the
organization’s functioning. Thisama: -
teurish approach increases risks-te-
the program and jeopardizes the out-
comes that are so desperately
needed. Stories that currently circa-
late in the industry press about qual-
ity improvement programs continue
to refer to “resistance to change,* "
“longer than we expected,” and “no--
quick financial return.” These
reflect the noral difficulties of-.. .-
recting the organization, but are o:¥e=.
symptoms of poor implementati
TM properly serves as the foundatio. .
and precursor of TQM efforts. Ot
experience is that where this has
been done, quality programs are
implemented in half the time, with
more welcoming embrace from- -z~
agers and much greater return tfiax.,
when the organizatios: renewal vhasa.
has been bypassed. ‘

If the organization is facing a nar-
row and closing time window %
make change rapidly because of
declining resources, stiff competitiom
or other factors that require rapfst
turnaround, then a concentrated?
change process must be organized to
support the quality effort. Total. mars-
agement is very heavily orjeviumk.
toward these problems with a o
centrated management and organi:i
tion development process that cres
the cultural support that wif) ¥
needed for wide-scale embrace ©f
quality initiative. Whateve L1
approach, the change process ...as
cascade from the top down whils
simultaneously empowering ass
ates (employees). Successful y
grams use a combination of rmaw
erial, political, and social techig:
to bring the organization up to speest




I}improving its quality? And if the
organization climate is sour, will peo-
ple show the gusto which quality
requires? Clearly, all areas must be
dealt with, for their dynamic interac-
tion is the only possible way of get-
ting an upward racheting of organi-

- zation performance.

What is needed in running any

quality improvement effort is the

- ability to see it in terms of the com-
plete management of the organiza-
tion. An organization gestall or
wholeness is required, the big picture
which does not view quality
improvement as something that is
separate from the rest of the organi-
zation’s concerns, does not see the
QA department’s work as separate
from the work of all associates nor
TQM as a program that need not
mesh with the rest of the organiza-
tion machinery.

An analogy would be a football ™~

game. It is not the star quarterback
"x\at wins the game, but a team with a
jood offense, a brilliant -defense, a
‘zreat game plan, some solid execu-
tion, and a clear focus on where the
goal line is. No game is won on a sin-
gle play by a single player; it is won
through the coordinated efforts of the
whole team through many plays.
There is an ebb and flow to the game,
an organic wholeness of events over
time that moves the ball toward a
touchdown. TQM project managers
who fail to control the game will see
their efforts fail. The bad news is that
the track record of the old American
hospital’s corporate culture is against
quality from the start because of its
disjointed, non-team orientation.

Managing Totally

My experience with hospitals
involved in change efforts has dem-
onstrated the need to first manage
the systems of change. One such
model that we have seen success with
blends management development
with organization development. The
\primary focus is to develop tough-
_/ened managers with the tools and the
heart to do organization battle and to
provide the organization with oppor-
tunities for change that will yield
results across all seven KRAs. This is
a TM approach that highly favors
quality concerns. A brief look at this

model is helpfnl in understanding
how an organization might approach
TM implementztion..

This model flustrates the impor-
tance of doing both management and
organization development at the
same time. Mznagement develop-
ment without the opportunity to
change the orgznization is a loser.
Trying to make organizations change

ductivity issues. Organization mem-
bers do not want to follow the narrow
constraints of a single program. They
instinctively want to pursue their
own “‘targets of opportunity.” This is
a normal multibranching of the
change effort that a narrow TQM ini-
tiative -or ‘guest relations program
might try fo stifle. TM, on the other
hand, allows for change to occur émy-
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without strergthening the managers
and obtaining their buy-in won't
work. Both must occur in an inte-
grated approach.

The model also follows the general
organizatior development rule to
start at the top with executive
endorsemenrt and then to begin a
communications and education cam-
paign that cascades downward into
the organization. Because the model
allows for manager and associate
involvement, that immediately
means that their participation will
lead to a broadening out of the issues
these groups will want to attack.
Some will want to go after quality
concerns, but others will wish to
attack customer satisfaction or pro-

Other departments, projects, ustt

where, with a primary emphasis on
changing the way in which the organ-
ization manages itself. This is the
great key to getting improvements
across the board in all Key Resulis
Areas. :

Think Broadly, Past Program
Horizons o
Manager myopia has long been ¢
major keadache in organization ¥+
ing. Our organizations are full .¢7
managers who think only of theis
departments, who see only the pear-
row range of their job horizsms

IS
people not associated with thes 2
somehow suspicious, or their we=swit
-
LT
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and overwhelm change resistance.
Rapid change requires a high degree
of change readiness which must be
assessed before the onset of change
and an action plan for making the
quality management process work
within the context of each particular
organization. To be successful, the
organization must:
« be in a statz of organization
readiness where executives are
comumitted to change.

Lessons for
Preventive Care

Ten years zgo, very few people
knew their blood ‘pressuzes or
cholesterol levels; today, 50 to 80
percent know these numbers.
Preventive care and health
screenings received great
emphasis in the.’80s in hospitals,
industries, and medical schools.
The successes and difficulties
experienced by wellness pro-
grams in this decade provide
helpful lessons for meetmg the
goals of the’90s. = .

In 1979, the then U.S. Surgeon
General Everett C. Koop
announced z ten-year plan aimed
at reducing mortality rates for all
ages and shortening the time that
elderly people suffer ill health.
The results indicate that with a
little more effort all of these goals
could have been reached.

Hospitals learned that wellness
programs can be profitable as
well as hezlth enhancing only if
they are carefully tailored to meet
the needs of their communities.
Business and industry have not
yet fully recognized the positive
impact of preventive care on pro-
ductivity and healthcare costs.
Societal attitudes towards smox-
ing and drinking remain on
ambivalent; while this doubie
message CORtITIUTS 2 Tregative -
influence on healthy lifestyles
will persist. ”

Qaurces AV A News. Jeffrev

+ develop a detailed plan of the
.change model.

» create a change process that will
move the organization culture
and systems from where they
are now to their new desired
position.

+ build sources of dissatisfaction
change energy that will fuel the
change effort and energize it
throughout the intensive and
demanding changeover period.

The key point is that overall change

" ‘mranagement strategy is at least as

important as the quality initiative to
come to a successful conclusion.
Assess the organizational environ-
ment carefully and do not underesti-
mate the need for creating an action:
plan for change.

“¥1 don’t come easy,” sang George
BHarrison of the Beatles. To make it
come a little easier, keep a total man-
agirtg perspective on quality initia-
tives and recognize that to manage
gualfly requires a successful change
maiagement strategy. '
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takc 2 closer Jook at this offer. Contzct: Personnel, Human:-

Hospital - Medical Gty Dalles, 7777 Forest Lane, Dallas, TX.
75230. (214)551°707. Equal Opportunity Employer. M/F..-

“Humana Hospital
MedicalCilvDallas

highest standards in czre. !
We're looking for an entry-level QA Reviewer to-work
full-time, 8am4:30pz, in our 555-bed full service hospital. \i
While pulling information from medical records and compi- [
ing data from various sources, you’ll help us keep our QA ?
program right on trzck. In return, you can expect the sup
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POLITICS & POLICY

More States, Takmg a Leaf F rom Federal Book,

: By DAVID SHRIBMAN
Smf,l‘ Reporter of THE WALL STRERET JOURNAL
. SACRAMENTO, Calif.—Is federalism'’s
other shoe about to drop?

For a decade, the federal government

« has heen shifting responsibility for spend-
ing programs from Washington to the
states. But now that the states themselves
are financially strapped, they're looking to
pass the programs—but in many cases not
pass the bucks—on to the counties, cities
and localities.

The great experiment-—taking the prin-
ciple of federalism and stretching it to its
farthest polnt—Is belng tried on lts great-
est seale here In Californin, where this
summer Republican Gov. Pete Wilson and
Democratic legislative leaders agreed to
shift more than $2 blllion In welfare, men-
tal health and medical programs from the
state to the countles. )

.. This dalllance with hand-me-down-fed-

. eralism has great implications not only

- here but across the country, as all levels of
government seek to shift responsibilities in
-an era when money is as short as the pub-

+lic's patience with big government pro-

. grams. Smaller experiments in passing on

. programs are now being conducted in

. Ohio, Illinois, New York and Massachu-

- setts. o
-, "This is the great sorting-out period tor
functions of government,” says Steven

- Gold, director of the Center for the Study
of the States at the Rockefeller Institute of

~ Qovernment In Albany, N.Y. “There's go-
‘Ing (o be a lot more of thls as we Uior-

o oughly rethink the functious of govern-

ment."

* And just as the states grumbled when
Washmgton shifted programs to them, Cal-
“'[fornia’s 58 counties already are complain-

~Ing that Sacramento is dumping a huge
G “burden on their laps just a year after the
“‘state reduced payments to counties by $709
“'million for health, welfare, justice and gen-
eral '1dmlnlslratlve costs.
"Recelpts and Fees
On paper, the California shift doesn't In-
. crease the countles’ financial responsibili-

ties. The compromise calls for the countles
to be relmbursed with sales-tax receipic

~ 3
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and vehicle-license fees. ‘‘There's a great
willingness on the part of Congress or state
legislatures to send down the authority but

not the resources,” says Gov. Wilson.

“We're sending both.”

The problem is that hardly anyone be-
lleves that the tax and fee receipts are go-
ing to cover the welfare expenses—particu-
larly during a recession in a state where,
in the 1980s, welfare caseloads increased at
a rate three times greater than the na-
tional average and faster than California's
population grew.

“The whole thing is a total fraud,” com-
plalns Democratie Assembly Speaker Wil-
lle Brown, one of the archilects of the
budget comprondse, *“there wre inade-
quate resources, and the services are go-
ing to have to be severely curtailed.”

Sales-tax receipts are estimated to in-
crease by about 8% —about half as fast as
health and welfare expenditures may rise.
Already, counties are reporting cutbacks

and layoffs as they gird for their new re- ‘

sponmblhtles . .

“Now we're 100% ob]lg ted for these
programs, and we'll have lo dip info other
funds Lo pay for these new health and wel-
fare costs,” says Daniel Wall, legislative
representative for the County Supervisors

Association of California. ''It means deep

trouble."”

Pass On Their Spendmg ngrams to Localities

California’s counties aren’'t alone in
their woes. A New York State Association
of Counties study this year showed that
state mandates now account for 60 cents
out of every county-budget dollar, ““There's
oreal squeeze golng on' osays Bdwin
Crawford, executlve director of the group.
"“We elther have to serlously cut the non-
mandated services, reduce our work force
or raise taxes, and usually we end up with
a combination of all three. In any case, it's

. bad, and the picture is growing steadily

worse.”

Medical Assistance

This year, Ohlo restructured is gen-
ernl-usslstunce progriun for people who
don't qualify for Medicald and regular wel-
fare, restricting the funding level and forc-
ing counties that want to continue the pro-
grams to plck up the difference them-
selves. In Illinois, aid to those who cannot
afford medical assistance is no longer be-
ing picked up by the state and is being
shifted to the local level.

Although the states in recent years have
assumed some functions from localities—
New Jersey last year took over welfare,
mental health and youth programs, and
several states have taken over court func-
tions—the momentum is clearly in the
other direction.

“There’s a real trickle-down going on,”
says Thomas Sherman, deputy budget di-
rector for revenue in Ohio.

Last year, al least 14 states imposed
new  mandales on Jocal  government,
morlly  In employoe-pendlon progiuna,
health and environment. Wisconsin's new

_ recycling legislation put the burden on mu-
nicipalities, and Delaware forced its coun-

ties to create land-protection programs.
Kentucky and Colorado required counties
to develop water-supply plans, while Indi-
ana and Utah required counties to prepare
solid-waste-disposal plans.

These shifts often are cloaked in philo-
sophical explanations, with governors and
lawmakers arguing that services, particu-

" larly in the area of welfare, should be de-

livered by the level of government that is
closest to the people. But in most cases,
the real rationale is money. The Natlonal
Councll of State Logisintures roports that
three out of flve states faced deflclts dur-
1ng the pasl flscal year, with state taxes
going up by the | drgest margin in two dec-
ades.

“Money is really tight, and states are
looking to cut where they can,’” says Mar-
cia Howard, deputy director of the Na-
tional Association of State Budget Offi-
clals.

Down the Line

The prolests are moving down the line
along with the programs, however. “We're
al the bottom of the totem pole, so we're
gelting everything dumped on us,” says
Frank Shafroth, director of policy and fed-
eral relations for the National League of
Cilies. “The cities aren't prepared for
it.” :

Here in California, counties already are
complaining that the services they have to
provide will cost far more than the funds
they'll be receiving. “‘One of these days,
several counties are going to file for bank-
ruptey,’ says Jeffrey Chapman, an econo-
mist who directs the Sacramento Center of
the University of Southern California.

Some California political analysts, how-
ever, welcome the challenge and the disci-
pline they hope It will Impose. “These local
officlals are golng lo have Lo govern, and
the Loglalnture s gol (o cenllge that o
has relinquished control and it can't go in
and interfere,” says Laurence McCarthy,
president of the California Taxpayers As-

sociation, a business-oriented tax group.
Many lawmakers in California and else-
where believe more programs will be sent

. down to the local level. *'It's not a ‘feeding’

chaln because there’'s so little money,™
says David Robertl, powerfulpresident pro
tempore of the Callfornia Senate. "‘But It
sure Is a ‘slarving' chaln.”




