Best Practices: A Medicine
Worse than the Disease?

H. James Harrington

EXECUTIVE SUMMARY

* Many people point to winners of prestigious quality prizes
such as the Malcolm Baldrige National Quality Award, the
Deming Prize, and the European Quality Award as models of

Practitioners in the how organizations should be managed.

quality field failed to ® What is good for those organizations, however, could prove
relate TQM to disastrous for vour own.

performance. They e This article discusses conclusions drawn from one of the
simply assumed— world’s largest data bases of international management prac-
often mistakenly— tices—ceonclusions that may change the way you think about
that improved best practices, benchmarking, and improvement budgets,
customer satisfaction * The message? Stop spending big bucks on unsound concepts

equaled improved just because they are called best practices.

performance.

n 1987, I finished a study of 80 organizations that had set the
standards for management practices—among them, Hewlett-
Packard, IBM, 3M, Mercedes, and Sony. I wrote a book about
this study entitled The Improvement Process (Harrington, 1987).
My later efforts focused on companies that had followed the ex-
ample set by these leaders. To my surprise, the new organizations
often failed to obtain the excellent results originally obtained, even
though they used the same improvement tools. Moreover, various
articles published in the 1980s show that efforts by many organi-
zations to implement total quality management (TQM) had failed.
SBome authors estimate that 15 percent to 50 percent of all TQM
efforts undertaken in the United States had failed.

GUT FEELING VERSUS EVIDENCE

It soon became clear to me that many practices and tools rec-
ommended by quality professionals had been aceepted based on gut
feeling rather than evidence. No statistically sound data base ex-
isted fo verify which, if any, improvement tools (or combination of
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These three
measurements
evaluate the three
critical performance
dimensions—
profitability,
productivity, and
guality—jfor most
organizations.

tools) would improve an organization’s performance. In fact, prac-
titioners in the quality field had failed to relate TQM to performance.
They simply assumed—often mistakenly—that improved customer
satisfaction equaled improved performance.

As it turns out, the best role models were companies in the top
10 percent of Fortune magazine’s list of the most admired companies,
not—as many people had believed—organizations that had won the
Maleolm Baldrige Quality Award. In other words, organizations like
Rubbermaid, Johnson & Johnson, Microsoft, Coca-Cola, Merck, In-
tel, and Hewlett-Packard should be our role models, not winners
IBM (number 168 on Fortune magazine's 1996 list) or General Mo-
tors (number 288 on the same list).

To study these concerns, in 1987 the American Society for Qual-
ity Control formed a nonprofit research organization called the
American Quality Foundation. Robert C. Stempel, former chairman
of the board for General Motors, agreed to serve as its chairman.

The International Quality Study

One of the projects the foundation undertook in the early 1990s
was to develop an international data base of management prac-
tices—a data base large enough to allow statistically sound conelu-
sions to be drawn {rom the data. Ernst & Young LLP agreed to fund
this multimillion-dollar projeet and also provided the manpower re-
quired to collect and analyze the data. The project was called the
International Quality Study (1QS).

Conceptual Definition

The coneeptual definition of improvement used for the project
was as follows: For an organization’s performance to improve, im-
provement must occur in one or more of the following three business
measurements, and the improvements must oceur without signifi-
cant negative impact on either of the other two measurements:

o Return on assets (ROA)
e Value added per employee (VAE); and
e Customer satisfaction (CS).

These three measurements evaluate the three critical perfor-
mance dimensions—profitability, productivity, and guality—Ifor
maost organizations.

THE DATA BASE

It soon became clear that developing a comprehensive data base
for the 1Q5 would be prohibitively expensive and time consuming,
80 the scope of the project was limited to only four countries:

e Japan.

s (Germany.

o The United States.
* Canada.

International Jeurnal of Strategic Cost Management/Summer 1988



Best Practices

Wisdom is based on
our experience,
education, and
culture. Knowledge,
by contrast, is
information that is
backed by
statistically sound
research.

As we gain
knowledge, the
wisdom of the past
often proves to be
wrong. In short,
wisdom reflects our
beliefs, while
knowledge is based
on facts, The IQS
finally makes it
possible to manage
our improvement
processes based on
facts rather than
beliefs.

The notion of a
universally
beneficial set of best
practices has proved
to be unsound. Many
practices that we
once considered
basic to TQM and the
guality movement in
general have proved
ineffective or even
detrimental under
some conditions.

The data base was also confined to two manufacturing and two ser-
vice industries:

* Manufacturing industries ineluded: automotive and computer
equipment.

» Service industries included: acute-care hospitals and commer-
cial banks.

Contact the author for more information about the research meth-
odology for the data base,

COLLAPSE OF THE PREVAILING WISDOM

There is a big difference between wisdom and knowledge. Wis-
dom, which can be defined as intuitive beliefs and understanding, is
based on our experience, education, and eulture. Knowledge, by con-
trast, is information that is backed by statistically sound research.

As we gain knowledge, the wisdom of the past often proves to be
wrong. In short, wisdom reflects our beliefs, while knowledge is
based on facts. The IQS finally makes it possible to manage our
improvement processes based on facts rather than beliefs.

Supposed Best Practices

The notion of a universally beneficial set of best practices has
proved to be unsound. Many practices that we once considered basic
to TQM and the quality movement in general have proved ineffeetive
or even detrimental under some conditions, including:

* Elimination of quality-control inspection,

® The use of natural work teams (a natural work team is made
up of a manager and the people who report to him/her, or a
group of people who work together like a self-managed team).

* Empowerment of the workforce.

* Benchmarking.

¢ Not inspecting quality into products or serviees.

In fact, these are not principles: They are conceptual beliefs.

Five Real Best Practices

Intensive study of the data shows only five practices to be “uni-
versal” best practices—and even then, there is a 5 percent chance
that these approaches may not improve your organization’s perfor-
mance. These five best practices are:

* Cycle-time analysis.

* Process value analysis.

* Process simplification.

* Strategic planning.

* Formal supplier certification programs.
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Organizations that
make frequent use of
practices such as
process value
analysis, process
simplification, and
process cycle time
analysis tend to
perform better than
others.

Customers had litile
understanding—and
suppliers had no
understanding—of
their strategic plan.
Making customers
fully understand an
organization’s
strafegic plan and
bringing suppliers to
at least a partial
understanding can
bring widespread
benefits.
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Of all the practices we studied, this group of improvement prac-
tices showed a beneficial impact on performance, regardless of how
organizations were performing to begin with.

Process Improvement Methods

Organizations that make freguent use of practices such as pro-
cess value analysis, process simplification, and process cycle time
analysis tend to perform hetter than others. While the impact was
significant considering all three dimensions of performance—prof-
itability, productivity, and quality—it was strongest for productivity.

Increasing the use of these process improvement practices can
be a way of gaining competitive advantage. What's more, these tech-
nigues are underutilized. Most organizations say that they “occa-
sionally” use these techniques, whereas the best performers say that
they use them “always or almost always.” But as the benefitz of these
techniques become better known, more and more companies are
adopting them.

DEPLOYING A STRATEGIC PLAN

Widespread understanding of an organization’s strategic plan
both inside and outside the organization has proved to be broadly
beneficial. The two groups whose understanding showed the strong-
est impact on performance are middle management (or, in the case
of the hospitals in the study, the medical staff) and customers. Un-
derstanding of an organization’s strategic plan by suppliers was also
generally beneficial,

Most organizations said that their middle management “par-
tially” understood the strategic plan. Increasing that understanding
from partial to full understanding thus provides a way to gain eom-
petitive advantage; doing so has a positive effect on profit, quality,
and productivity.

Organizations generally reported that customers had little un-
derstanding—and that suppliers had no understanding—of their
strategic plan. Making customers fully understand an organization’s
strategic plan and bringing suppliers to at least a partial under-
standing can thus bring widespread benefits,

Supplier Certification Programs

Formal programs to certify suppliers also improve performance,
especially in quality and productivity. The study shows that certi-
fying vendors is already standard practice for manufacturers (79
percent of those in the survey) but rare in banks (33 percent] and
hospitals (10 percent).

The demonstrable benefits of having a vendor certification pro-
gram suggest that organizations that do not have such programs
should reevaluate their decisions. For those that do, ISO 9000 stan-
dards provide an excellent starting point for a supplier certification
program.
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Table 1. Stratification of Companies by Performance Categories

Quality

Profitability Productivity* (External Customer
Performance (Return on Assets) (Value-Added/Employee) Satisfaction Index)
Low Less than 2.0% Less than $56,500 Low
Medium 2.9%—-6.9% $56,501-589,000 Medium
High Owver 6.9% Over $89,000 High

“Based on 1997 dollars.

Imagine the
disappointment—
after all the books
written and the
millions of dollars
spent over the years
on improvement
tools—ito find that
only five have proved
universally
beneficial.

THE AWAKENING

Imagine the disappointment—after all the books written and the
millions of dollars spent over the years on improvement tools—to
find that only five have proved universally beneficial. Well, the day
was saved when we decided to stratify the data into three groupings:
relative performance categories called high, medium, and low per-
formers.

Organizations were classified into these performance categories
using the matrix shown in Table 1. Statistical analysis of the data
related to each of the stratified groups revealed that there were both
positive and negative practices that had previously been considered
universal best practices. This analysis also proved that it takes a
very different set of activities and beliefs to move a low-performing
organization up to a medium-performance level than it does to move
a medium-performing organization up to a high-performance level.

We also learned that when an organization moves {rom the
medium-performance level to the high-performance level, the orga-
nization must adopt a very different set of activities and beliefs in
order to maintain its high level of performance. Qrganizations that
simply continue doing the same things that helped them move from
a medium- to a high-performance level soon slip back and become
medium performers again.

It always amazes me that so many things are obvious once they
are called to my attention. It should be obvious that you have to
manage an organization very differently if it is on the verge of bank-
ruptey than you would if it is setting standards for itz industry. Ob-
viously, therefore, an organization’s approach to improvement
should differ, depending on its eurrent performance. Statistically,
this is exactly what the data collected during the study revealed.

THE GOOD, THE BAD, AND THE UGLY

A statistical analysis of the stratified data base showed that a
single practice can have the following three impacts on an organi-
zation, depending on which performance level the organization finds
itself in:
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Exhibit 1. How Different Management Practices Affect
Performance (Based on Current Performance)

Performance Level

Przctice Medium High

Statistical process control (SPC)
Department-level teams
Cuality-related meetings
Asgessing top management on quality
Aszessing mid-manzagement en guality
Process benchmarking

Increased rraining

Get customess’ input on new product

Evaluating technology

DO OO 0FE
OO OO®
(BEOE N EGNONGRBRONE]

Measuring improvement effors

©=Gwﬂ @=Bsd ®=l.lg1y

o @ The Good: A practice with a statistically proven positive
impact on performance.

s & The Bad: A practice with no statistically proven impact on
performance. (In other words, there are probably better uses
for an organization’s money.)

s & The Ugly: A practice having a statistically proven negative
impact on performance.

Exhibit 1 summarizes the effect of the different management
practices on an organization’s performance based on an existing
level of performance.

STATISTICAL PROCESS CONTROL

Statistical process control (SPC) had no impact—either positive
or negative—on the performance of organizations in any one of the
three performance levels. Tt was hard for me to accept that SPC was
not a statistically sound and universal best practice. It was even
harder to believe that it was not a best practice for at least one of
the performance ecategories. After all, I have spent much of my life
teaching and praising the merits of SPC. I have personally worked
an processes where application of SPC reduced scrap and rework by
as much as 80 percent. So how could it be anything else but a best
practice?

But if I believe in statistice—and I do—1I have to accept the re-
sults that the statistical analysis of the data base provides. Perhaps
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the impact of SPC on an organization as a whole is so small that it
is not reflected in the organization’s total performance. If so, maybe
we should question whether SPC is the best way to spend our money.
Perhaps we should be satisfied that SPC has no statistically proven
negative impact on the organization’s performance. When all is said
and done, I still like SPC as a tool and use it, although much mare
selectively now.

DEPARTMENT-LEVEL TEAMS

The data indicate that the widespread use of teams and other
employee-involvement mechanisms is much mare beneficial for low
performers than it is for the other two groups. In particular, both
department-level and cross-functional teams are strongly associated
with improved performance for organizations that have major qual-
ity problems.

But increasing participation in teams proves less beneficial for
medium-performing organizations, Only two of the practices we
studied—department-level teams and problem-solving training—
are positively associated with performance for the medium group.

High-performing organizations show less benefit from these
practices. Training in problem-solving was the only practice with
any positive correlation to performance. Moreover, widespread par-
ticipation on department-level teams evidently caused worse perfor-
mance for the high-performance group.

Team interaction can be an effective way for organizations to
identify and solve problems—particularly miero-level problems.
Since low-performing organizations typically have many such prob-
lerns, they benefit from management practices that help identify and
solve the problems. But high-performing organizations have usually
avoided (or have already zolved) many micro-level problems. For
high-performing organizations, macro-level innovation rather than
micro-level problem-solving is eritical. Increasing the use of teams
seems to contribute little to achieving innovation.

QUALITY-RELATED MEETINGS

Although you might believe that holding meetings to communi-
cate quality objectives and organizational performance should help
improve an organization’s performance, this is not always true. In
an organization that does not have the trust of its employees, en-
foreed participation in quality-related meetings can be a waste of
time. Here ig the effect of quality-related meetings by performance
levels:

* Low-performing organizations: Widespread participation in
quality meetings is not helpful at any level of the organization.

* Medium-performing organizations: Widespread participation
in guality meetings is generally helpful at all levels.

* High-performing organizations: Quality meetings are helpful
only at the nonmanagement level. Holding meetings at the
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The truth of the
matter is that an
organization’s
performance does not
always improve
simply because some
individuals or
groups are evaluated
based on their
quality and team
performance.
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middle- and upper-management levels has neither a positive
nor a negative result, so it is often just a waste of time.

ASSESSMENT CRITERIA

The conventional wisdom is that when people are measured
hased on some ecriterion, they will improve their efforts relating to
that criterion. This belief has spurred a trend to tie improvement
efforts to a compensation formula for all levels of the organization,

But the truth of the matter is that an organization’s performance
does not always improve simply because some individuals or groups
are evaluated based on their quality and team performance:

* Low-performing organizations: Low-performing organizations
benefit most when evaluations of nonmanagement employees
are based on the quality of their work and how well they par-
ticipate in team activities. Tving the compensation of senior
managers to quality and teamwork is evidently not beneficial
to the organization—and may even decrease productivity and
profits.

* Medium-performing organizations: In medium-performing or-
ganizations, tying the compensation of middle management
into the quality and teamwork of their organization helps im-
provement efforts,

* High-performing organizations: In high-performing organi-
zations, tying the compensation of executives and middle man-
agement to the overall quality and teamwork of the organi-
zation proved wvery beneficial and a significant factor in
‘maintaining high performance.

PROCESS BENCHMAREKING

Process benchmarking has gained considerable favor ever since
Xerox won the Malcolm Baldrige Award. Theoretically, benchmark-
ing critical processes should help any organization improve its per-
formance. In fact, it does not. Business process henchmarking pro-
vides the best ROI when it is applied to marketing, sales, delivery,
and distribution systems:

* Low-performing organizations: Benchmarking of marketing
and sales apparently has a negative impact.

o Medinm-performing organizations: For the medium-perform-
ing group, benchmarking is generally helpful.

o High-performing organizations: Benchmarking can have a
strongly positive impact for high-performing organizations; it
is a key practice for ensuring that they stay on top.

INCREASED TRAINING

To determine the effect of training, the study examined the
average number of hours spent by each emplovee per year in hoth
general training and quality-specific training. The results were as
follows:
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* Low-performing erganizations: More training is related to bet-
ter performance. This holds true for both general training and
guality-specifie training, and also at all levels—senior man-
agement, middle management, and nonmanagement employ-
ees. Generally, the effects on performance are immediate and
have a strong effect on profit.

* Medium-performing organizations: The benefits of more train-
ing are less pronounced for medium-performing organizations.
Only training for middle managers and nonmanagement em-
ployees proved beneficial.

¢ High-performing organizations: There is apparently no benefit
to increased training for high-performing organizations.

Training to Improve Interaction With Clients

The study also examined the frequency and timing of training
that “prepares employees with the skills required to effectively
interact with customers.” The same general patterns described
above hold frue for this specialized form of training. Training on
customer relationships proved most helpful to the low-performing
group, regardless of whether the training occurs when employees
are first hired, periodically thereafter, or continuously. Thus, for low-
performers, customer relationship training is eritical. A strong neg-
ative correlation was found for low-performing organizations that
provided no fraining in customer relationships.

For the medium-performing group, training on customer rela-
tionships had no compelling effect on performance. For the high per-
formers, the expense of continuous training proved unnecessary. In-
stead, a combination of customer-relationship training when
employees are first hired, and then again when it becomes urgent,
apparently works best.

The need to develop an infrastructure of skills is so pervasive in
low-performing organizations that virtually any increase in training
can improve overall performance. Onece a base level of skills exists,
however, organizations must invest to maintain that base yet align
new training with the particular needs of the organization.

IDENTIFYING NEW PRODUCTS

The study examined the practices organizations use to generate
ideas for new products and services. It studied both the frequency
with which organizations used various sources of information and
the relative importance of various internal functions,

The findings show that customer input is important in all three
groups, but the nature and scope of the input broadens and hecomes
more sophisticated as relative performance rises:

* Low-performing organizations: The most important bases for
selecting new products and services are straightforward cus-
tomer requests and customer focus groups. Visiting customers
and seeking feedback from current customers also have a posi-
tive impact.
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High-performing
organizations need
to maintain and
refresh their
understanding of
customer needs. But
to reach even higher
performance levels,
they must look
beyond customer
requirements (as
customers currently
perceive them fo be)
in order to identify
new opportunities in
the marketplace.
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¢ Medium-performing organizations: Heeding customer re-
quests is also important for medium performers, as are inter-
nal market research, mail surveys, and personal contact. Sup-
pliers’ suggestions can help identify ideas for new products
and services.

» High-performing organizations: Customer {eedback is helpful
for high performers, but external market research provides
the new ideas most positively associated with high perfor-
mance.

The need for direct customer input is so eritical to the low-
performance group because a elear and graphic understanding of
what customers need—and what they do not need—can be the most
cffective guiding force for developing products and services and for
improving the business processes.

High-performing organizations need to maintain and refresh
their understanding of customer needs. But to reach even higher
performance levels, they must look beyond customer requirements
(as customers currently perceive thern to be) in order to identify new
opportunities in the marketplace,

PRODUCT DEVELOPMENT

At one time or another, many organizations have had the expe-
rience of correctly identifying customer requirements, then failing
to develop products and services that succeeded in the marketplace.
The study examined how frequently various techniques were used
to translate customer expectations into the design specifications for
a new product or service,

Organizations in all the industries surveyed plan to dramatically
increase the use of cross-functional teams (including customers) to
translate requirements into design specifications. The analysis of
best practices, however, suggests that this practice is not beneficial
across all of the performance levels:

* Low-performing organizations: Using cross-functional teams
that include customers seems to work best for low-performing
organizations. Relving on the development department alone
to create design specifications had a negative impact on per-
formance.

¢ Medium-performing organizations: Unlike the low-perform-
ing group, relying on the development department alene
proved beneficial for medium-performing organizations. No
form of cross-functiomal team proved beneficial.

* High-performing organizations: In the high-level group, cross-
funetional teams were beneficial, but only when they excluded
customers.

The core izssue is how well an organization understands customer
needs. Organizations that do not thoroughly understand all dimen-
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sions of customer requirements can benefit significantly from having
direct customer participation in the development of specifications,

But as organizations gain in their understanding of customers,
they no longer need to bring the customer’s voice into the develop-
ment process. In fact, as development efforts in high-performing or-
ganizations foeus increasingly on innovative new products, direct
participation by customers can limit development efforts, especially
if the cnstomer representation does not represent a broad enough
view of the potential marketplace.

EFFECT OF USING TECHNOLOGY

After organizations implement new technology, they often choose
Lo formally evaluate the effect of the technology. The study asked
how frequently organizations evaluate the effects of technology in
areas such as product or service quality, cost of operations, invest-
menl requirements, and environmental impact:

* Low-performing organizations: Evaluating the effectiveness of
the technologies used apparently had no effect on the perfor-
mance of low-performing organizations,

* Medium-performing organizations: Medium performers ben-
efit most from formal evaluations of technologies.

¢ High-performing organizations: In high-performing organi-
zations, evaluating technologies evidently had a negative im-
pact on performance,

MEASURING PROCESS IMPROVEMENT EFFORTS

Organizations around the world have spent vast sums of money
to develop measurement systems that will verify the ROI of their
improvement processes, The impact of these activities has produced
varying results:

* Low-performing organizations: No compelling benefit was ap-
parent from efforts of low-performing organizations to mea-
sure the effectiveness of process improvements,

* Medium-performing organizations: Medium performers seem
to benefit most from measurement of improvement processes.
Within this group, there iz a beneficial correlation with mea-
suring reduced cyele time, reduced cost, less process variation,
and fewer customer complaints.

* High-performing organizations: No compelling benefit was
found to measuring improvement processes.

The benefits of solving problems in low-performing organizations
are often so obvious that measuring them is unnecessary. The re-
sources needed for such detailed measurement could be hetter used
to identify and solve other problems.

But organizations that are already performing at least at a
medium level can benefit greatly from measuring and then using
information to further refine the business. As organizations begin to
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move from medium- to high-performing levels, however, further re-
finement has limited potential for improving the business. New ways
of doing business—rather than refinements of the old ways—are of-
ten needed to propel these already high-performing organizations to
vet higher levels of performance.

WHAT MAKES ORGANIZATIONS PERFORM BETTER

Now that you have been alerted to some of the so-called best
practices that can get you into trouble, let us consider some of the
practices that keep you out of trouble. When an organization is con-
sidering undertaking a process improvement effort, it needs to look
at practices that will have an immediate impact and those that will
have delayed impact. As a result, we have divided the positive prac-
tices into the following categories:

e Practices that have an immediate impact.
e Practices that have a delayed impact.

All organizations need to consider three other factors in design-
ing their improvement processes:

* People.
* Process.
s Strategy and technology.

To help you design your improvement process, we will present
the positive performance practices divided into the three levels of
organizational performance—low, medium, and high, The charts in
Exhibit 2 subdivide the groups into practices under three factors:
people, process, and strategy and technology.

BEST PRACTICES THAT CAN TROUBLE

An organization should focus on different things, depending on
its level of development. Using the same three categories of perfor-
mance (low, medium, and high), let us see which management prac-
tices could cause trouble.

Low-Performing Organizations

Low-performing organizations have to concentrate on the basics.
They should focus on a few eritical areas to improve customer rela-
tionships. They should resist the temptation of trying to concentrate
on too much and change too fast. Paying attention to fundamental
processes like customer service, operations, and cost controls is es-
sential. These organizations should build and strengthen their in-
frastructures to build for the future.

Here is a list of management practices that could get low-per-
forming organizations into trouble:

International Journal of Strategic Cost Management/Summer 1998



Best Practices

Exhibit 2. Best Practices That Work for Different Types of

Organizations
Prople Impact
Type of Immediate-Impact Practices Delayed-lmpact Practices
Organization
Low ® Emphasize teams—both # Emphasize team performance and
departmental and cress-functional quality when assessing
#® Prewvide continuous training in nonmanagement employees
customer relationships & Empower employess responsible
@ Premote participation in problem- for after-sales problem resalution
solving training and suggestion
systems
# Increase training—in both general
and specilic lopics=—for all levels
of employess
Medium ® Promote department-level ® Emphasize team and guality in
improvement teams mid-mamagerment evaluations
® Train in problem-solving and other | ® Empower after-sales service
specialized toples | peaple
High & Provide customer-relationship ® Empower employess wha interact
training when new employees are with customers
tirst hired
& Emphasize quality and teamwork
when assessing sanior
management
@ Encourage widespread
participation in quality meetings
among nenmanagement
employses
Process Impact
Typs of Immadiate-lmpact Pragtices Delayed-Impact Practices
Organization
Low +  Use cress-functional teams that Emphasize face-lo-face visits with
uze input from customers ba customers to gel their feedback
develep design specifications for and follow-up
niew products er services
«  Emphasize the rale of failure
analysis for quality assurance
persannel
¥ Make heavy use of procass value
analysis
= Visit eustomers to identify new
products and services
= Useinternal customer complaint
systems for new preduct or
service ideas
Madium +  Lisgten to supplier suggestions Use cycle-time analysis regularly
abaut new products or services + Emphasize cusiormer requests and
= Select suppliers through a intefnal market research fo identify
combinaticn of certfication and new products
competitve bidding
»  Emphasize the rele of
"enfarcemant’ for quality
assurance
#  Use process simplification
freguentiy
High +  Use world-class banchmarking Use supplier seggestions and a
information to idenlity new custemer complaint system when
products ar senvices identifying new products
¢ Increase process simplification Increase emphasis on technology
and gycle-time analysis in supplier selection
+  Benchmark marketing and service |« [nidentifying new products,
delrary emphasize exiemal scurces
+  Cammunicate the strategic plan to Form strategic parinerships with
customers and suppliars wendars
+  Conduct afer-sales senvice to
build customer loyatty and te
diffarantiate yourself from your
competilers
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Exhibit 2. (Continued)

Stirategy and Technology Impact

Type of Immediate-impact Practices Delayed-Impact Practices
Organization
Low +« Emphasize cost reduction when = Use public domain as a source for
aciuiring new techiokgy product technalogy
« Use public domain as a source for | »  Emphasize "des’aning itin" as
process technology yeur quality stralegy

+  Make heavy uze of euslemear-
satiskaction measures in your

| strategic-planning process

| =  Focus your quality strategy on

| “building it in” 2nd "inspecting it in"

Madium +  Make regular and consistent = Measure process improvements
measurements of prograss «  Emphasize ralizhility and
= Provide information to mid- responsiveness as kays to your
management about the business reputation
conseguences of guality
performanse

» Emphasize the creation of mare
products in expansion plans
«  Emphasize quality 25 key to your

reputation |
High o  Emphasize competitor-companson |« Focus innevation efforts on |
measures and customer- ancillary services |
satisfaction measures when «  Focus innovation efforts on
sefting plans preducts and services |
» Emphasize quality, reliakility, and | » Emphasize performance and |
responsiveness as keys o your adaptability in your base product
reputation or senvice
= Expand geographically s Emphasize accessibility in

performance and adaptability in
your ancillary services

* Emphasizing quality when assessing senior managers.

* Encouraging widespread participation in quality meetings.

* Using world-class benchmarking.

* Emphasizing technological forecasting or competitor activities
to identify new products.

¢ Emphasizing technology considerations for selecting vendors,

¢ Relying on surveys to obtain feedback from customers.

¢ Regularly using business partners as a source of process tech-
nology.

e Emphasizing empowerment,

¢ Opening planning on a widespread basis throughout the or-
ganization,

* Developing process technology internally.

¢ Using geographical expansion as the strategy for future
growth.,

¢ Removing quality control inspection,

¢ Benchmarking marketing and sales processes.

Medium-Performing Organizations
Medium-performing organizations need to focus on improving
their processes and establishing good measurement systems. Hold-
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ing quality assurance accountable for enforeing quality standards is
heneficial for these organizations. Focusing on applying process
improvement efforts to critical processes helps these organizations
improve quality significantly while also reducing costs and cyele
time.

These organizations should inerease their communication
related to the importance of quality through widespread participa-
tion of employees in meetings devoted to quality issues. Developing
and communicating mission and vision statements provides in-
ereased trust and direction for the organization.

Here is a list of management practices that could get medium-
performing organizations into trouble:

* Emphagizing quality and team performance when assessing
Senlor management.

* Increasing the hours of training in general topics.

* Selecting suppliers based on their general reputation.

e Using cross-functional teams or teams with customers on
them to create design specifications,

« Shifting primary responsibilities for compliance with quality
standards away from the quality assurance funetion.

* Downsizing the business by offering fewer services.

* Focusing on cost reduction Lo make decisions about acquiring
technologics.

High-Performing Organizations

To stay ahead of the competition, high-performing organizations
must reach out and be able to predict what the competition will do
and what future customer requirements will be. These organizations
need to focus on developing advanced technologies and empowering
their employees to increase their personal creativity.

Adaptability and customization are important discriminating
factors that allow high-performing organizations to keep meeting
and exceeding customer expectations. Process improvement tools
like benchmarking and business process improvement become
essential elements in their continuing quest for increased quality,
productivity, and profitability.

Here is a list of management practices that could get high-
performing organizations into trouble:

e Increasing participation in department-level improvement
teams.

® Increasing hours of training in general topics.

# Making education and championing a primary role for the
quality assurance function.

* Focusing technology on production processes.

* Relying on customer surveys as a primary input for improve-
ment efforts.

* Using cross-functional teams that include customers to create
design specifications.
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SUMMARY

I have been surprised in our research to date at the seant impact
that cultural differences between the four countries have had on best
practices. Our analysis to date indicates that the personality of the
key management leaders in the organization and the business prac-
tices they employ have a bigger impact on performance than where
the organization has itz headquarters.

One thing we can say for sure is that there is no hypothetical or
universal combination of best practices applicable to all organiza-
tions. Different management practices have to be deployved to opti-
mize each organization’s overall performance, because each organi-
zation is different in af least the following ways:

Personalities of their key executives.
Their customers.

Their competitors.

Their products.

Their past experience.

® @ @& ® &

In short, there i1s simply no one right answer for all
organizations. ¢
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