Quality as a Strategy

L A & 4

I u the early T980s Molorolu wes losing markel shave lo the Jupunese compeli-
tion in their core product tines—semiconductors, cellular phones, and pagers.
Falforeing visits to Japan, Motorola executives realized that the competition was pro-
dicing betler quality product al a fower cost. While Motorola wus salisficd with an
aceeptable gueality lepel, the Japanese were pushing for perfection. The conventional
thinking wes that the bigher quality could only be achieved at a bigher cost. The
Japarese were proving ihis theory wrong. Bob Galvin, the chairman of Motorol,
was defermined o maich and beat the japancse, and so, in 1983 he inflioted a
Tolal Qualily Managemert program. B3y 1987 the coneepls Motorolda learned from
the Jupanese and the Quality gurits fke W. Fdwerds Dewing, Joseph Juron, and
others were adapted to their cultire and labeled the Six-Sigma program. 1he resull
was a drop in defect valtes from 6 per thousand in 1986 16 40 per wmillion by the end
of 1991, But Motorola did wot stop ar applying their TOM techwigues o manufac-
turing. The same approach belped the corporele finance department close ils books
in four days instead of twelve and, service centers bave cut their vepeiv time from
nwelve doys o seven. As g divec! vesudl of the program, new products arve also
Brought 1o wmarkel guicker. In 1988 Motovola won the Malcolm Baldrige National
Quatity Award. In addition (o the recognition, the resulls bave also been speciacu-
lar. Motorola bas regeained market shere and al the same time incroased its profils.

In 1981, Marshail McDonald, the chairman of Florida Power and Light
(FP&L), recognized that the utility faced a crisis. Costs were rising jfuster than veg-
wletors permitied rale increases. In addition, FPGT compared pooviy to utilities in
the other states. Mcllonald determined (o transform it into the best managed -
ity in the United States. At the same time, Kansai Flectric in japan was performing
tmprressively. The auevage FPEL nuclear veactor shut down five lo seven times g
Year with jalse werning signgls, whereas Kansat bad no shutdown for the entire
vear; FPEIL customers averaged 85 minuies of outage per year, but customers of
Kansal averaged only 7 nrintes per year. fn 1984 Kansai bad won the Deming
Prize for Quality. This bighly regavded prize, named after TOM guru W, Edwards
Deming (see Chapier 2, is awdrded only to the exemplary practitioners of TOM in
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Japern. McDonald charged the prosident, fobn udibure, with inroducing the

TOM concepis employed al Kansai to FPEL. Between 1986 and 1989 customer
compilaints declinged 60 percent, lost Hime tnfaries fell almost 70 percent, and the
retiability bad improved 30 percent. [n 1989 FPEL won the Demivy Prize for
Quality—ibe only American company 1o bave done so. fn 1999 a Demmg Frize
repicus committes commended FPGLL for the progress mgde over the five yoars, The
Twrkey Proint muclear plasd, which bad been vared one of the worst by the Nuciear
Reguletory Commission, was rafed among the best by 1993 I cunstant dollars,
the cost of energy supplicd by FIPGL loday is lower thar gt any tHme sinee 1980,

THE GLOBAL BATTLEGROUND

Motorola embarked on its TQM initiative in response 1o competition from across the
globe, FP&L adopied the TOM practices when it recognized thas their customers got
fower levels of service than utitities 0 other states provided thelr customaers.
increases inwerld oil prices had foreed tew o raise thetr prices. But customer dis-
satisfaction was rising fast, and he state’s Public Service Commission was prossing
thern o improve.

Cther companies wore faced with their own crises in (e carly 1980s. In many
casey tese erises were bDrought on by changes inthe global business enavironmernit.
Hor FIP&L it was o global increase in prices, whereas [or Motorola 10 was o giobal In-
crease in competition,

Ecoromisis consider the trade deficit to be an indicator of marufacturing com-
potitiveness. By 1986 the overall srade deficit for the United Sates was §170 bil-
lion (see Bxbibit 1,13 Among those that had lost more thae 50 percent of their
share of the world market since 1860 were manufacturers of anomobiles, com-
miter chipg, machine tools, lck‘vt%mrs, ard microwave ovens.

Bestouzos, Tester, and Solow (1989), as keaders of the MIT Commission on
Inciustrial Productivity, studied eignn major industtes—aotomobiies, chemicals,
commercia alreraft, corsumer elecironics, machine tools, semiconductors and
computers and coplers, steel, and texidles. OF these, by 1887 only two {eommor-
cial aircmaft and chemcals) had a posigve tade halanee. Exlibit 1.2 shows the
trade deficits in 1987, comparing them o trade deficits ten years carlien

The attomanile industry is the largest industry in the United Ssres, Tn 1970 more
thar: 70 percent of all cars i the world were made in the United States, By 1987 both
Europeans ard Japanese onilt mone cars, with the United States nosv third in auso-
mebile production Consumer  clearoniocs—radios,  televisions,  and  video
recorders —are aow dominated by e favanese. The machinge ool industry was also
being rmken away by e Japanese a2t the low end and the Gennans ot the hygh endl.
Japanese competition also [“.T'ﬂ-;T(‘Eﬂ_t:?d the semiconducror and copler industries.

Xerox has successfully regained some of the market share it lost hut only becatese it
copied the TOM nraciices of the Japarese. Sreelmaking capacity in the Tinired States
dropned o third place behind the Soviet Undon and Japan, Today wextiles are dom-
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inated by Italy, Hong Kong, and Germany. The United States still dominates the com-
mercial aiverzft industry, but competition is increasing with the formation of Afrbus
Industric by the British, French, and German governments, The 118, chemical in-
custry Js alse g success story. Competition is primarily from the large chemical com-
panies i Germany (Bayer, BASE, and TToechst) and England {ICI. Each is 30 to 50
percent larger riar the largest 118, company (Du Pons).
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Although Japan has been a very effective competitor, other countries have also
been successful competitors. Germany, for example, is 4 strong competitor in ma-
chine tools, textiles, and chemicals. England, Italy, France, and others cach have
industries in which they excel. As these foreign companies improve their earn-
ings, they accumulate funds that they naturally invest, A prime target has been
American firms, real estate, and farmland.

In 1988 the British invested almast $200 billion in the United States. The
Japanese were second, with slightly more than $100 billion. Some of the Japanese
purchases have been eye-catching, Mitsubishi bought Rockefeller Center and
Radio City Music Hall; Sony Corporation purchased Columbia Pictures; Bridge-
stone bought Firestone Tires. Other purchases can put U.S. industry at a perma-
nent disadvantuge:

» Foreign companies own almost 25 percent of the American chemical indus-
try. As a result, American companies no longer find it profitable to make
commodity chemicals. So, they are redirecting their efforts to specialty
chemicals.

e Almost all of the research and development is performed by manufacturing
companies. When these companies are purchased by foreign interests, the
innovations will be more quickly available in their countries, cniabling their
industries tor build a technological lead over the United States,

s If better technology is available abroad, the Department of Defense may be
foreed ta depend on other countries for armaments and matericel, This could
compromise national security.

In their conclusions, the MIT Commission focused on two outdated strategies
thar contributed 1o the plight of American industry in the 1980s:

» Mass-production systems designed for large volumes of standard products,
which encouraged maintaining a distance from suppliers and customers.

o Parochialism, which led to manufacturers concentrating on the large do-
mestic market while ignoring foreign markets and foreign competitors.

Other studies have confirmed that these strategies are no longer effective. Over
the years foreign markets have grown, and more companies have risen 1o satisfy that
demand. As consumers are offered more choices, they become more discriminating.
The sophisticated consumer is no longer satisfied with the standard product deliv-
cred by mass-production systems and created to satisfy the tastes of Americans.

THE PIMS STLDY

Cne of the more comprehensive studies documenting the impact of product
quality was conducted by the Strategic Planning Institute (SPD. SPI analyzed dara
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from 2000 business uniis collected over & two- 1o twelve-vear neriod. The data
consisted cof

* The muarkel comditions describing the size of the market, the rate of growth,
inflation, and the distribuwdion channels.

* The competitive position measured by market share and, relative to the com-
petition, the quality, prices and costs, and degree of vertical integration.

» The financial and operating performance.

Then they analyred the data 1o uncover the strategic actions that affected perfor-
munce, They found that “In the [ong run, the most important single factor aftect-
ing a business uniYs performance is the quaity of its products and services rela-
tive to those of its competitors.”

One regson why is that custemers are willing 16 pay premium prices for supe-
tior cuality. The 1989 ASQC/Gullup survey asked executives how much more they
felt the average consurner would pay for a higher quality product. Answers ranged
from 4 $20 premium for a $30 pair of shoes 1o dimost $2700 for a $12,000 car. At
all price levels the premius: was a2 least 20 percent. ‘The following inciden: sup-
ports their view:

I the mid-eighties o person known to ene of the authors wanted © buy 2 new can
Consuirer Reports and other mediz were consistently reponting that GM guality was ot
as good as Toyota. 3o, she shopped for 2 Toyota and finully decided o buv a Corolla.
At the time, the Corolla was being made in the New Uznited Motor Manufacturing e,
(NUIMMI) in Fremont, Califorrda, g5 2 joint venture imvolving GM and Toyot, The au-
thor encouraged her to look ar the Nove which was made in the same plant She saw
:t had the same design and it was $600 cheaper!

But Toyoia had the quaiily reputation. She boughe the Toyora.

Another reason s that superior guality results in an increased market share.
This may result in economies of scale that can drive dowr costs. Using a cost-cut-
tirg approack: that sacrifices quality does not help. As an exampie, consicer what
happened fo Schlitz in the early 1970s. In an effort to improve the hottom line,
Schlitz reduced material costs, relyirg on lower quality hops, and shortened the
brewing cycle by 30 percent. In the short term, the results were spectacular and
significantly better thar the industry leader Anherser-Thasch. But by 1980 Schilitz
had dropped from heing the second larges: beer producer to the seventh. Tven
with a new formula Schlitz was vurahie to regain its former market share.,

Significantly, the data also show that companices with the same marker share
put witn superior gquality products have costs that ase not much different from
those of their competitors (Exhibit 1.3). This may be because the costs of rework,
scrapy, and handling customer compizints and failures in the field are much lower.
Lifeline Systems Inc in Watertown, Massachusetts, improved its product quality,
enabling it to climirate its entre feld scrvice department,
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THE BISTORY OF QUALITY IN THE UNITED STATES

With such strong evidence of the competitive advantage of good qualiy, why did
American management chioose 1o craphasize alemative competitive siategies? The an-
swer lies in the ouidated systiemis mentioned in the MIT siudy ard how ey evolved.

At the wrn of the century, the workplace was sigrificanty affocted by the
works of Prederick W, Tayor, generally reparded as the Tather of h(.ttt?_k}m.
Management. T7e workforee st the time consisted mosthy of rew immigraass and
dispaced farm workers who had no undesstanding of the mechinery they were
expected Lo operale. Taylor suggested that the work De desigred by o u,mt"ws
who would stardardize toeis and procedures. e worker was vol expected
the e
sponsibility of the inspectorn Large tasks were sliced un i smalier 1asks, and

thinie Pt rmerewy porfomm the word assigned. In(: eality of the work wis

guch was assigred (o 2 person. The sesull was a bigh degree of task speciaiiza-
tion. Workers pesiomed 1o meet the standards sal by engincors, and maragers
and inspectors ersured the workerss met the stancards, Natcrally, irspooens and
workers often viewed each other gs adversarics,

asn specialization also -r:‘cf 10 'he fmrodietion of ke assermbdy line. I had
smade possible volume productior of standarc ard irterchargoanic pars, As vol
nme nereased, e asks would be sliced no sdll smalior units, The costs “or -
rerial handlers o move materialz from one aperior 10 the next began to gl in-
ordinatcly }'ugrl Henry Ford decided o stzomate the mareral-hanaling msk Hy
introducing “he assembly line. His adupration of Taylors deas 1o the production
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floor enabled his to reduce the cost of a Mode] T Ford from $850 in 1908 1 $290.
I terms of 1990 dollurs, e reduced the cost from $12,000 to §2, 1060,

As produacts became mare compiey, inspectors were cailed on lo do more thun
siepny conduct a visual check of the patts. Checking dimensions require
creasingly more sophisticated measuring tools. These fools had 1o be calibrated
on an ongeing basts, The wark for the guality inspectors wias growing at an ex-
porentizl rate.

Iz the 19205 inspection activitivs were formmaly recogzed as o quality conteol
furnction. Quality control was resporsibie for developirg tools 10 check product
ditmensions snd charsctenstics, detecting errors, and navirg the nocessary rework

Loin-

be performed. [t was assumad that the only way (o ensure good quality was (o
inspecs all of the ftems belng produced.

[Lowas al this time that 8ell Labs hired Walter Shewhart as & quality control
inspector for telephones. AL the time the Hawthorne Plant nad 40,000 employ-
cos, of which 5200 formed the quality control department. Shewkart studied the
chronic variation of sroducthion. ITe suggested using stutistios as o way of e
duding the amount of inspectien, and “ound that indeed this approach signifi-
cantly reduced the azournt of inspection that nad (o be done. Instesd of check-
ing the entire Lo, only a swmple drawn from the lot would Bave @ De checked,
This migh: mean some defectives could get shinped. Saewhart argued that if
the namber of defects was smull, the savings in inspeciion costs would muke it
worthwlile. .

Mathematical statistics made &t possible to infer with 2 high level of cestainty
z range within whicn the true defeet rate would {all. 5o, it was possibic for the
quality control inspector to make staterments such as, “T am 93 percent cortain
this production lot has only 3 percent defeeis.” 17 management would be saiis
ficd with this level of defeot rates, the inspection costs could be reduced sub-
stantinlly. This acceptable average defoeot rate was called the Average Ouatgoing
Quality Level (AOQL). Roducing the AOQL could he achicved by ‘rspeating
farger samples. This meart mmore ingpection would be peformed, which in turn
would ruise ke producers costs, Ralsing the AOQL meant thut more defective
ters were passed on o the customer, tereby rafsing the consumer’s costs and
resulting i dissatisfiod customers. This radeofl is captured by the Cosi-of-
()Udl‘ry made! discussed in Chapter 2 and described in more desail in Chapters
4 and 3. Management sclected an AGQL (o balance the costs to the producer and
o the consumer.

Shewhart also recognived the importance of procoess cortol, He ig reputed o
have created the fimst conlrol chart (an in-depth explanation of conmrel charis is
provided in Chapter 7). The control chart is used o monitor the performance of

the process by p(‘:’l{)(_d(.dlly sammiing critical aspects of the process, most come-
moniy the autpur, Teday TOM organizations agree that focusing on the process
and ensuring i s in conirol is an effective approaci to producing quality pans;
the control chart ts considered one of the seven basic statistica’ tools (see Chapiers
6ard 75
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During World War 11, the Defenise Department needed to make sure anms and
amrnunition delivered to the front nes had a high level of quality. Since the stu-
tistical methods developed by Shewhurt had not been widely disseminaied
through industry, the Defense Departiment was relying on the tradional approach
of 100 percent inspection. As a result, the inspection process Hoecame a major hot-
tlereck in the production of war materials.

Shewhart was convinced that the sumpling techniques he had develoned could
have wider applicabsillly. He proposed that the Departimert train ali of the con-
tractors in process control techniques and train the inspectors n 2eceptance sam-
pling. After the Department decided that the latter approach was more expedient,
BU00 people were trained in statistical methods for acceptance sampling by the
end of the war. The number of inspectors required fell from 42 1o 12 per miilion
dellars of accepted material.

After the war, the initiative for improving quality remained with the Defense
Department. Defense contractors learned of the statistical sampling methods and
applied it 1o their processes, end some evern zpoied the concents of process con-
trol. Athough they reported speciacular gains, these statistical methiods were not
readily accepted.

Perbups part of the reason was that nondefense husinesses were sunolying cus-
tomers in 4 booming American economy. In 1945 this economy made up 84 per-
cent of the world market, and it retained a dominant share for the noxt 20 years.
Business capacity was less than the demand. Thus, business could aild standard
products, supply them to the domestic market, and make good profits.

Foreign markess were small, and so were the foreign competizons. American in-
dustrialists surveying the workd cconomy saw no significant competition, It ap-
peared obvious that American manufacturers were more efficient than those of
any other country. John Kenneth Galbraith, writing The Afffuent Society, pto-
nounced the manufacturing problem was solved.

The Defense Department contimied to demand better quality. In 7961 it de-
manded and received from the Martin Corporation a Pershing missile with zero
detects. Philip Crosby, another of the TOM gurus (see Chapter 2 {or 2 detailed dis-
cussion of his philasephy), was in charge of the quality control activities for the
Pershing. He proposed a breader approach o achieving zero defects, one that in-
cluded behavioral changes in the organization in additon to using statistical meth-
ods, Despite his success with the Pershing, his fdeas met with resistance from
other industries.

Meanwhile, the Defensce Department, recognizing that it could ger top guality
at delivery, pushed contractors to provide better qualiny over the life of the prod-
uct. Just as quality assurance checks a product after it is made, so this new en-
phasis on reliability checked a product after it was put into service, Quality pro-
fessionals concentrated on measuring quality after the product was made. As this
thinking made its way into consumer goods, companies hegan to provide waz-
ranties and after-sale service and parts. The parts and service business proved to
be very luerative. As a result, the concept of improving quality by {ocasing on
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process control and process improvement while making the product was pushed
deeper into the background.

As competition started 10 increase, American managers complaired that “the
playing field was not level” They feit that the United Staies did not hold foreign
compesitors 1o the same standards. Many caimed the foreign competition wias
“dumping” products —selling them in the TS market for less thun it cost to make
it. ‘They ascribed the lower prices to lower fabor costs, suggesting the unions were
10 blame, Tne U8, dominance in one industry after another eroded. First, it was
the shoe industry, then textiles, and frally stecl. By 1980 the competition was tak-
ing market share from the automobile and electron’c component industries.
Several companies conducted studies 1o prove the competition was “dumping”
und 1o evaluate the impact of lower labor costs. Many of these studies concluded
that the competitors truly were more efficient manufacturers and that this was
targely a result of their obsession with quality.

One of the studies that struck home was conducted by Hewlet-Packard. In
1980 it tested 300,000 RAM chipy trom three Japanese manufactererss and three
American manufacturers. The Jananese chips hud 2 zero faflure mte during in-
coming inspection, whereas the American ¢hips ragged between 11 and 019
sercent, After 1000 hours of use, the Japanese chips failed betweer 0.01 and 0.079
percent. The American chips failed between 9.059 and 0.267 percent.

Along with the Hewlett-Pacgard study, other studies confirmed the dominarnce
of Japanese manufacturers in quality, It was also an eye-opener to realize these
improvemerts had not increased costs. Toyota talced with 53 of s Norkh
Americar suppiiers it 1990 and iold them that i they wanted more buasiness they
would have to improve their quality sand at the same time reduce costs. Aithough
these supplicrs had a defeet rate of omy 1 ner thousand, their Japancse counter-
parts had defect rates of 10 per million.

A NEW THEORY OF QUALITY

It was hecoming apperent that the manufacturing infrastrucrure had o significant
impact on the corporate strategy. Management could no longer use the same ap-
proach in every market in which it wanied to compese. Skinner (1665) arguied for
defining o manufacturing policy that could support the corporate strategy. Such
a poticy would require management 1o understand the many zspects of the pro-
duction system, such as types of orocesses, the impsct of plant location and {a-
cility layouts, planning and control systems, and ways of motivating and organiz-
ing the workioree.

The fivst step toward defining a manufacturing policy is to establish a viable
competitive edge that differentiates the company’s prodacts. Most mardgors can
think of several specific clements, such as lowest cost, hest quality, many mod-
els, readilty available goods, anility to adaprt to technological change, and reliable
produact. These elements can be categorized along four dimensions:
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» Cost or efficiency of process that would result in low-cost product,

* Quality impiving the product would have greater functionality than the com-
petitors, conststently meet the designed specifications, and perfonn well in
the ficld.

» Dependability of delivery so commitments 1o customers would be met with
& high degree of scliability.

« Flexibility s new models could be created cuickly in response 1o custome
reeds and technologica! changes.

1 1969, Skinrer postulated a tradeoff model, He argued thut & company
would have to trade off performunce in one area o excel in another. For exan-
ple, with respect to quality he posed the tradeofi as “high relability and quality
ar low costs”, in other words, improvement it one area would result in 4 degra-
dation of ')er ormance in other areas. ‘This model prevailed for years. Shorter lead
times could be obained by building invemory, wiich meant increased costs, in-
creased flexibility required more capacity and general-purpose machines which
would also increase cost; and so on.

fn 1980 the Jupanese proved that the tradeol mode was {lawed. In compéar-
ing Japanese and American autemobiles, it was clear that the Jupanese bad lower
costs (one study shiowed a car from Japan cost $2000 less landed in California than
the comparable American car), better quality (see Comsuner Reporls assessmen's
over several years), and better flexibility (ine to marser for a new model was

hree years compared o the LS. norm of five 1o seven years). American indus-

try, relving on the tradeoff modf;‘.l, assumed that an improverent on ary one of
these dimensions bad to he accompanied Sy a deterioration or anothern The
sacent model could rot explain the ability of the Japanese to improve their per-
formance on multiple dimensions.

During the 19808, =esearchers of mantfacturing policy wondered whether such
improvement could he obzined by working simuhancously on 4l frons or

whether there was a Rerarchy. In other wards, in order for a compary to fmnrove
in any onc dimension, did it have 10 improve in other dimensions as wel?

One fact scemed evident: improved quality practices couold resuiz in lower
costs, but practices aimed at lowering costs did not usazliy inprove qualizy. The
experierce of Schlitz Brewing described earler was an example of lower costs
achieved at the expensc of quality. ‘There appedred to he a hicrarchical relation-
ship hetween cost and quality. Perhaps, they theorized, there was a hicrarchical
relationshin between the four dimensions,

Nakane (1986) proposed 2 comulative model, wiich saggested that quality was
at the hasc of a'l improvements (Exhibit Tda) Onee quatity had resched a crittes]
level, then dependability conld be improved. Next, the company could improve
cost efficiency and finally speed or flexibility, Bach dimension of improvemens was
a slab of a huilding hlack. If the company emphasized cost reduction, that skb
waould grow oo arge for the slabs below it (quality and dependability) o suppor:
it. 8o, ir the long term, the cost reductions could not be maintaired. Convernsely, it
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the foundations were broadly built, munagement could focus attention on the next
layer, improving it before having to further improve the foundations.

This patiern was followed by some of the more formidable Jupanicse competi-
tors. After World War (I these cormpanies, urged on by General Douglas MacArthur,
initiated quality programs. Known across the world for their shoddy consumer
goods, the Japanese were not 4 significant competitive threat. As their quality im-
proved, they moved up the pyramid to dependability and then cost efficiency with
Jast-In-Tirme systems. Improvements in cach of these dimensions are so closely
synchronized that the systets are ofter: termed Just-In-Time/Total Quality Control.
More recently, these compunics have built 4 competitive edge in {lexibitity by
bringing more new prodiacts 1o market sooner than their competitors.

Ferdows and De Mever (1990) have proposed o sand cone model (Exhibit
1.4b). They also argue 1hat quality is the basis of any subsequent improvement,
Once a hase of quulily is constructed, management can buikl the sand cone

Exhibit Nakane—Hall Model
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higher by focusing on dependability. But while improving dependability they
have 1o continue to improve quality. The company should next focus on speed.
Again, while fmproving speed, more sand has o be poured on the cone to im-
prove both quality and dependability. Improving cost efficiercy is the last to be
improved and would require continuing improvemienss on sach of the other
three dimensions,

Put anotizer way, 0 get a 10 percent improvement in cosls, management
shoukd get a larger (15 percent) improvenent in speed and a sl larger improve-
mert {20 percent) in dependability, with the largest improvement (30 percent) in
quality. Bat this would only be so it the company was already pushing its per-
formance on cach of these characteristics to the Lmin I there were obwious inef-
ficiencies such as poor factory layouts or being locked into unfaverable contracts,
thien cost could be improved without concurrent improvements in other areas,

The two models are simitar, but what is espedally interesting is that both pos-
tudate that quality is fundamental to any Improvement that can be expected to be
long-lasting. And without quality having achieved # coritical level, inprovemems
on ary of the otier dirmensions would not be sustainable,

It is instriciive to look af the activities Ferdows and De Meyer considered to
be part of an overall quality progranu

» More panning responsibility for sorkers
e Zero defects

¢ Vaine analysis/oroduct redesign

e Groun technology

s Nurrowed product lines/standardization
s Veondos quality

a Reconditiored physical plants

o Tlexible manufecriring systems

o Process Statistical Quasity Control

e Quality Circles

The primary focus of all these activities is the shop floor where the purpose is to
maxe producs thar corform to @ product design. But TOM zepresents a much
broader group of strategies. These are more completely identified by other research,
notably that comploted by the MIT Commission on Industrial Productivity (19689).

THE MIT COMMISSION FINDINGS

The MIT stdy completed in 1987 was ore of the more influential in directing
American management to the causes underlying declining competitiveress. The
study found significant weaknesses in arcas of rescarch ard product develop-
mert, proaduction, and cooperation within the organization, with suppliers and
with customers,
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esexrch uand Product Developmoent was lacking in two areas: Design for
Manufacturability and Project Management. The Design for Manufacturability
approuci recognizes that products designed for ease of manufacture lead 1o fewer
internal failures (defects occurring during  the munufacturing  process).
American engincers did not consider in their design what could be done to make
the product eusier o muncfeciure or service. And the interral fuilure rae is
strongly correlated with external failure rates (defects occurring once the prod-
uct reaches the hands of the customer). A study of internal and external failure
-ates by Garvin (1988) supports this relationship. Project manugerzent refers to
the systems, the orgarization siructure, and the policles used to develop new
products and new processes. In this area o0, the MIT Commission study noted
that Japancse cngineers were more effective. They spent 30 percent less engi-
aeering time than their American counterparts in bringing a car from concept 10
market, One crucia! difference was the assignment of a strong project oyanager at
the Cesign stage. This person would nsist on clearly defired obectives and reles
at the start of the project. In order 1o accelerate the time to market, the Japanese
schedaled many of the development activilies 1o take place simoltaneously, This
increased the requirements for communication between functional groups. It was
the responsibility of the project manager to facilitate the flow of information.

Production placed less emphusis on process improvemerts than did the
Japanese and the Germans. The Japanese allocated a larger percentage of the re-
seurch and development efforts 10 improving the process technology than the
Americans. ‘They also organized their process improvement specialists so that
they would be closer to where the improvements would take place. Typically,
American companics would locate the technical experts tn the process at the cor-
porate office. Whenever a problem arose at a plant, it would request help from
the corporate group. A technical expert would be sent o ihe plant when that
person became available, Typically, the japarese located their technical special-
fsts at cach plant. When a process problem occurred, the technical specialist was
fmmediately available, The Japancse alse encouraged their workers 1o tinker
with the process to improve s efficiency. In contrast, the Americans, discour-
aged such tinkering enless the process was not functioning well. In Germany,
the users were encouraged to work with the supplicrs of machine tools and nelp
in their development. The ack of interest in the production process led to
American industry being less inclined to experiment with technically sophisti-
cated equipment. As a resuln, the technological expertse and the infrastructure
reeded o support the machine tool industry are far better developed in courn-
tries like Japan and Germany.

The overseas competitors also worked more consistertly at altering the
provesses designed o improve produer quality and reliability. The Japanese
closely monitor the performance of products in the hands of the customer. The
product is redesigned to make it wmore usable, and the process is redesigned o
ensure conformarce to customer needs. British Steel has salesmen work with pro-
duction engineers, describing what the customers want and what the competition
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s doing o satisly them. Comtrast that 1o most American companics where mur

keting and nmnulactoring coexist with diffientty.

(Joopt'r;-{‘i(}rt witlt business allies, specifically with laborn with sappiiers,
willl customers, wias weak, i the United States the relationsiin between fabhor
and maragement has waditionally been hostile. Labor pr-.-a(‘ti(‘es {discussed in de
wil 1 Chsplerss 11 and 12) such as cross-training and participative manage-
ment, which bave beer employed successiully i other countries, fave had trous
Ble making headway in (e United Suces. Bal the Commmission noted, these
practices were beginning o soread. Tn dedlings with supplicrs American mai-
agernets tkes an adversarial ppmd(‘h Other countries such as Jupan, Germany,
and Raly bave a fore cooperative relatonshin, Thoey shere information about the
srarkel, corsumer needs, and methods for catting costs and maintzining cuaidty.
When Honda opme\L its facilides in Marysvilie, Omio, B armanged a4 cooperative

und

¢ Honds worked witn fnland to im-
prove Triand's produact guality, and Tnfand suggested ways Zor Honda to improve
the ssamping proccss, Sach close relatonships resud in irn;):'ovcd. quality s well
as lower costs, Thoese companies also maintan strorger Fnks with their cusiormers,
This approach has profound implications for new prodacs developmens, for giost
nnevaitons originate rom the wsers Cvon HEppel, 1988) Compunies get ideas for
enhancing existing procucts by seeing how the castomer wses the product and by
so. Mansficd {1988) colleewed daka

relutionshi with suneiiors such as Infand St

Brcorpoling the changes customers sugge

showing that one-nind of Tepaiese R&E projects resuloed from users’ suggestions.
Hos American comperies the fgure was only one-gixth,

THE NEW MANAGEMENT APPROACH

The TTnsted States’ reduced ability 1o compete and the subsecuent studies {(some
of which are described ehove) indicatod thatl mansgement needed <o take 4 dil-
ferent approact, Teams of Awmerican manzgess wend o Japan Lo see for them-
selves whal was 4t fhe hasis for Japanese success, They found that the Japanese
ns— Deming and Juran- who had
sirown e Japanese how o fmorove prodact guality, Now Deming and Juran

witribeted much of their success @ two Aanerio:

were asked 1o each their fellow Amaoriczns,
The phtlosopby they preached was called Total Quality Management {TQM)
e of the more signil

Iy the Japarese and s described in detad in Chupter 20 8o
icarit factors are thomes you will see throughons this book:

= Produoctivity used 1o mean product shipped on time and work{oree fully ai-
lized. Witk a workioree having vpeopne specishzing in certain rasks, the foous
wis 01 process engineers desigmng assembly Hnes thal were halanced and
on production planrers miking sare each workstaion bad erough work. The
TOM zonrouch is 1o st good product o fime., 11 the produer dooes rot meet
cazlity standards, it will not be shépped, even though the delivery targets Tor
the month will not e met. And iF workers are idie, they are encouraged (o
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pecform othoer lesks rather than make parts v will be inventoried because
drere s no demanrd for it as yel The tusks may be lowsecleaning or particl-
ng new skilis.

s Innovation used o mean enginecrs would =i i thelr lan creating new de-

pating Ofn 6 Process Improvement wan o ear

signg that were tansferred o murufacturing, which nad to design processes o

make it Marufacuring in worn would deliver the product o marketing which
lad o come up with wuys o sell iU Innovation for a YOM omganization starts
with the cuslomern, Eagineets 2re encourdgea to mect the customer o see hiow
e product would be used and w harvest thels suggestions. Cross-furctionad
ez e formed to specity the qual’ly charsctenistios of the prodact o service
thas will best meet the custome?’s needs. Since custormens’ needs change over
time, bringing fdess more culickly w e marker s cacial. The time Fom con-
cept 1o market for new automobiies vsed 1o be five 1o sever years, Recentty,
Ford took he Mustang from coneent o market in ust 28 months,

* Problem solving in tae od approsch reouired management o detect the
oroblem, affix the blame, punish the culprity, and x the problen: The re
wards were for soiving the problem quickly and not necessarily in the most
effective manner, ‘This approach gave vse 1o a trieband-error approach o
probler sowving, In order 1o reduce the ceeurrence of problems, management
would introduce inereasing.y sopaisticated contros sysiems. That, inturm, cre-
ared an advessarial environment as workess wouid ty to outfox the control
svstoms, With TOM, oroblem solving s everyones job., Whoer o worker iden-
dftes o problenr, e or she s enconraged to solve itor form @ eam with e
nece

ssary skils, Workers are also maned to collect data ana analyze therm.
Manzgement's role s to coach and provide resowrees 1o fix the problem The
empliasis is on process. The underlying

ssumption is that @ consistently ap-
nied good process will provide consisteatly good results,

+ Customer satisfaction in tadioral environments tneans that e spectl-
ations end standards for atask are proscribed. The worker doos the joby and
is rewardedd For meeting the standards. Tn a TOM environment tne 100y is nob
done untdl the custorer is satisled. The oaus s on the worker to find the
needs of “he cuastomer ™ The worker on e fine is aned (o think of “the
customer” a5 the next person on the line, The jon is dore only zfrer the cus-
tomer inspects the items deldvered and pronourees them satsfactony,

« Change in the old approach was often & reaction o a crisis. Munagemoent
would deploy new reethods and reorganize in order @ achiove the big
breakihrough needed to maintain profits Change was mizssive and fre-
guently driven from the top. With TOM all employees are encenraged <o ini-
tate change ard e o do what they are doing betzer, Key processes ate
benchmarked to identfy porformines gaps. Thoere s a constant pusie W@
ciose e gap.  the gap is small, the focus is on neremenal improvemen:s.
in the case of farge gaps, o breakthrough project is defined. Employees are
encodraged to ake a proactive approach to problems
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TQM AND THE CORPORATE STRATEGY

Walter Kiechel of Furrure magazine (Reimann, 1992) notes that the probicm for
strategic pranmers is that many of their plans were never implemented. B he
notes that TOM with its focus on implementation has resulted in significant
changes to the organization. Kiernan (1993) developed a model of the Strategic
Architeciure in whiclh e incorporated TOM as o way of exceuting strategy, The
strategy isself is based or a1 analvsis of the —arket and the customer's needs, and
the scurces of competitive advantage. Afier 2 generic strategy Is syathesized and
honed tor execution, he suggesis several core elements o cnabie exceation.
Aspects of TQM that are included are:

= FEmpowetnent/DiTused Leadership
s Organizationsal Learning
» [nnovation /Experimertation

Empowerment recognizes that all of the fine’s employees need to work to-
gether to meet the challenges faced by the company 11 what Kiernan terms the
posthicrarchical organfzation. As an exampig, he describes empowerment at a
Brazilian machinery manufaciurer, Sereo, The organization had 17 layers of man-
agement whick has heen reduced w0 only three, Workers are organized in seif-
mangged teams. They are responsible for making most personnel declsions even
including salaries, 2nd they also sel wark scheduies. o do this effeciively, they
are given financial and performance daia, and they asc trained (o interpret it. The
example is similar to happenings in many other companics—fewer layers of man-
agement and more information to the workers.

Qrganizational learning reflects the ability of the organization to learn new
concepts and adapt them effeatively o thelr unique business environment. Tt is

ingness 1o communicate with business allies to improve performance. Kiernan de-
seribes three approaches o {actlitate learning:

+ Benchmarking (o look ouside the organization and find who (nor neces-
sarily a competitor) is achieving better performance of 4 process.

s Customer feedback, particularly froem the people in closest contact with the
clstomer such as salcspeople and field service techniciuns.

e Temporary job assignments between departinents and also with business
parmners sich as suppliers and customers.

‘The emphasis is on eacouraging people to work it teams, lcam from exch otber,
and understand what needs to be done to introduce the change and make it part
of the daily practice.

Innovation/Experimentation is «n attitude organizations fuel through an -
spiring vision and support of practices that celeirwate experimentation and through
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toleration of faflures that can resuit. The suceesslul innovalors bring products/ser-
vices to market quickly so that they can i testedd quickly. The feedback is incor-
porated in the next design. 3M promotes & company policy requiring that at Lcast
36 pervent of its products be Tess tiia fve years oid. Sony and Mitsubishi set sun-
set dates when Ure product is introduced; tis is wher the product will he re-
placed by another product, By formally placing a stake in tbhe ground, they er-
courage work o start immediately on replacement products, These products are
categorized as improvement of the old version, a spinoff, and something towlly
new. Potentially, whern the product is remeoved from the market, thiree new prod-
ucts may be introduced. Panasonic replaces products with new maodels on a 90-
day cycle, and as a result, there has been a greater runge of cholces. Goldman,
Nagel, and Preiss (1994} refer to a new level of segmentation, with: companics
targeting “niches within niches.” Bicyeling shoes ased o cater to 4 niche within
customers for sneakers, Today they have specialized for racing, riding, off-road,
and track and are matched to pedal-and-shoe wcking “systems.”

DOES TQM WORK?

Tlrere is plemy of anecdotal evidence o indicase tat’ QM can improve performance,
David Kearns us ¢aairman of Xerox Corporation inftiated TOM when his company
Degan losing marset share to the Japarese. Afler six years, manufacturing costs were
down, defective parts decreased from 8 percent to 0.3 percent, and Dataquest re-
parted customers rated them Noo 1 in product reliability and service. More impor-
tartly, Xerox regained market share from the Japanese without the help of any tarifl
or trade protectior. from the federal government. 3M at its St Paul, Minnesola, piant
over 4 two-year period out wasie in production by 64 percent, reduced customer
complaints by 90 percent, and ralsed production by 57 percent, Profits skyrocketed.

Several surveys have also been dore on TOM. One, conducted by the General
Accounting Offtce (GAOQ), surveyed 20 of 23 companies that had reccived sise vis-
its to evaluate their application for the Baldrige National Quality sward., ‘The GAQ
examined company performarce in terms of

Employee relarions
Operating procedares
= Customer satisfaction
Financial performance

Employee relations is a key indicator of workforce participation. The siudy fo
cusced on employee satisfaction, attendance, turnover, safeily and health, and num-
ber of suggestions made to improve quality. The average rate improved on all
measures. Not all companies, however, always reported an improvement. For ex-
ample, one company found employee satisfaction had declined, but it atrhuted
this finding to concern about o merger.
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Operating procedures were measured along cight dimensions ranging from er-
rors 1o cost savings o timeiiness of delivery. Only two companies regorted a de-
cline in one of the dimensions. One of the negatives was 4 company reporting a
G.1 percent decline from a high percentage of 97 in on-time delivery. Another was
a compury reporting declining inventory wmover because of a weak indusiry de-
mand; however, s turnover was better than the industry average.

Customer satstaction was measured using overall customer satisfuction ndica-
tors as well as cusiomer complaints and customer retention, Overall customer sat-
isfaction did not decline for any compuary. One company did receive more cus-
tomer complaints, but that was a result of implementing a new complaini-handling
system. Customer retention also generally improved, with only two comparies rot-
ing « slight decline, Four companies expericnoed no change, but they already had
4 high retention raie of 90 10 100 percent.

Financial performance was messured in terms of market share, saics per em-
ployee, return on assets, and return on sales. The annual average increase in mar-
ket share was 13.7 percent. Two companies suffered o deckine but had since re-
covered the lost market share. Sules per employee improved in ail reporting
companies by an armual average of 8.0 percent. Two cumpanies, both of which
were in fatensely competitive industries, experienced a decline in return on asscrs
and return on sales, The average annual increase was 1.3 pereent in return on as-
sets and (L4 pereent in return on sales,

The GAC report concluded that “total quality manzgement is eseful for small
companies {not larger than 500 employees) us well as large (more than 500 em-
ployees) and for companies that seli services as well as for cotmpanics that pro-
duce and sell manufactured products.”

Another report (Hiarz, 1993) was commissiored by the Conference Bourd in
1993, This report reviewed 20 studies whose results were nublished between 1989
and 1992, The author concluded that, white TQM can work, some approaches for
intreducing TOM are better than others. In addition to the GAO study reviewed
above, two studies were not industry specific and represented different viewpaoints:

¢ Booz, Allen, and Hamil:on studied spproximarely 30 service companics. Thoey
were studying the possibility that TQM is more applicable to manufacturing
companies and that the =esponse from service companies would be differert.

o Sirota and Alper studied all of the employees at 30 companies. Theirs was
the onmy one to incude workers as well s managers.

The Booz, Allen, and Hamilron stdy of service companies iisted seven commoen
problems:

» Lack of Jeadership from the top

s Lack of an overzll direction to guide the incremental improvemaents

» Lse of a generic moded rather thar adapting the model o the company colture
s Quality metrics that were not focused on the customer

Training with 4 narrow focus

L
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» Lack of support for implerenting the quality process after people have been trained
v Assigning quality o a separate Cepartcrent rather than making it purt of the
daily work

Interestingly, these problents could fust 4s casily apply to manufacluring compa-
aics. The research concladed that ¥ these problems were avoided, “TQM can be
the right management approach for changing behavior and performance.”

Sirota and Alpers study of employees at 30 comparnies identified 12 elements
of corporate cuiture that had to be addressed it a TQM program were 1o reach
goals of gquality ard customer satisfaction. They concluded that TQM programs
that didd not affect @ change in the corporate culture but used a “tools and tech-
riques” approach did not maintein o susiuinable improvement. Responses to
questions were compiled by category—management, exemps:, or nenexempt.

Two questions, in particular, were considered to be key indicatoss because of the
responges  genemted. One question was: Do you agree witn the  staterment:
“Prevention is iy emphasized in Company X; that is, we gt 1o prevent quality prob-
lems from oecurring rather than e fighting' "2 1his gquestion received the most neg-
ative responses. Forty-cight percent of the managers and 38 percent of the nonex-
empt emplovees disagreed. The other key quesiion asked If employees feel top
rranagement is highly committed to quality. Only 42 percent of managers felt this
was 50, bul 57 percert of the houtdly employees agrecd. Exempt employees were the
most sxeptical, with only 27 percent agreeing. The study concluded that “Most. of the
companics we work with are not making the types of cuhural changes necessary to
have a sigriticant impact on thels quality, customer service and petformance.”

The trost comarehensive study was conducted by Frnst and Young and the
Amcerican Queity Foundation; these results are described in more depth in
Chapter 2. The study categorized companies by performance level, and then,
based on a compary's existing petformance level, specific practices were pre-
scribed as being more or less useful to 2 company.

Overall, these studies conelude that TQM has positive benefits. In no case did
‘t appear that the inroduction of TOM had caused harm. Most companies felt it
worked, but some companics thought the results were only “so-s0.” In these
cases, the cause conld usaally be fraced to a lack of top management commitment
L carry thraugh a change in the corporate culture.,

Although TOM s not specifically oriented toward raising the stock price, it could
he argued that better financial performance in terms of profits and market share
should be apprectated Hy the financial cornmunity, Teller (1994) conducted a study
comparing the siock market performance of 150 companies initiating TOM and the
Standard and Poors SN Tie concluded that the group of TQM companics performed
signiflicantly perrer than the S&P 500, Between Janoary 1993 and March 1994, the
S&D SG0 gaired 4.6 percent, while the TQM companies gained 10,1 percent.

Recently, some studices have appesred o indicate a resurgence in Amcerican com-
petitiveness. Two recent studies confirm these results, The Wall Street forrnal of
Septemiber 1994, hased on rescarch conducted by the Alexis de Tocqueville
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Institution ic Virginia, chanted the share of profits in world markets of ULS,, Japanese,
ard European companies. The chart showed that U5, companies gamered more
than 50 percent of the profits in world markets for industries ranging fron: electronic
components 1o acrospace anc datd processing. But the United States stil lagped in
industries such as steel and machinery/enginecring. Anoter study was the World
Competitiveniess Report compiled by the Infernations] Irstitule for Management
Developrient. The study considens g wide range of clements, including the infra-
struetare; 1o assess competitiveness. In 1994 the study placed the Unfted States first,
abead ol Japan and Germany, Aklhough this improvement cannot be directly reluled
fo TOM, it s indicative that a country whaose companies huve beer focusing on
TOM for so muny vears s demonstrating improvement with anginle measures.

OVERVIEW OF THE BOOK

Quality has been a key element of comipetitivenass. Repeatedly, studies have
shown the central role quality plays in improving market share and raising prof-
ftalility. loday researchers of manufacturing policy describe gualty as the foun-
dation that must be laid before a company can compete suecessfully on cost, de-
pendability, or dexibility. A TQM program is almed at inproving all of these
elements, and the resulis can He striking. Howoever, it requires a sestained ievel of
commitment from top management. In addidion 1o using “fact-based” tools and
technicues, It requires & change in the corporate cuiture, The message is that TOM
crosses many differen: functions and draws on fechnigues from several disciplines.

This hook describes the tools and practices that are part and parcel of 2 'TOM
orograc. Hadergirding these tools and practices are four concepts that will ap-
pear frequently in the book:

+ Customer focus-—the value of the work done is determined by the cus-
tomer,

» Continual improvement -the quality of work can always be improved,
anel ¢his can he done gradually or through brealkthroughs,

s Total participationn—he person closes: to the task is the most quaiified o
suggest improved ways of working. That person should be encouraged 10
make znd implement fiose suggestions @s part of his or her datly work.

« A wide mnge of applicabilizy—the concepts of TOM car be spnlicd (o ser-
vice companics and manufacturing comanies and can be nsed by large and
stnzil opcrations. Throoghour this work you will sce examples of applica-
tions in a wide variety of seitings,

This chapter has focused on the importance of product Guality as an essential clemen
of the corporate strategy Chaplers 2 and 3 desaribe the broadening of the meaning
of TOM to include service quality and finally to imply quality in management
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& Key Terms

Average Oulgoing
Quality Level (AOQL)
Control Chart
Dhimpitg
Manufacturing policy
Dependabitity
Flexibiity
Tradeo!t mode:
Cumalative moded
Sund cone model
Design for
Manufacturability

Project Management
Internal failures
Exterral failures
Cross-training
Participative manage-
men
Productivity
[nnovation
Problem solving
Custemer satisfaction
Change
Empowerment

Organizational learning
Benchmarking
Feedbsok

Sunset dates
segmentation

Niches

Customer focus
Comntinual Tmprovemernt
Total participation

& Assignments

. Find fve companies that have won the Maleolm Baldrige Nationa! Quality

Award, Compare their average performance for the five years before they won
tey the years after they won. Note: You will need to find compznies like Xerox
which won the Baldrige 4s a company. It would be difficult to obtain perfor-
marce figures for divisions of large companies such as Cadillac,

. Use the seven common problems idemtified by the Booz, Allen, and 1lamilion

study to create five questions you would ask the maragers and workers at a
company o assess i they had discarded the old approach to management in
favor of the new TOM approach.

For the following industries look up 4 recent Constmers Keport Guide, note
the tan performer (Mofe: this may not necessarily be identified as the Best Buy),
and record the ditference in price between their product and the average price
of the competitors:

= jarge-screcn televisions (317 1o 35”)

a Small microwave ovens

* Dishwashers

« Blectric teotnbrushes

s Lawn tractors (with gear drive)
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Provisions Inc.—The Cooked Meat Division

Provisions Tnc. was & mzjor &upphc- of beef,
pork, and cooked meats W much of Canada.
Fourdad in 1834 2y 2 hog processing com-
sany with headguacters in Toronto, it gradu-
wny  diversificd  Inte beel processing and
coosed meat operations, Cooked meats con-
sistedd of hot dogs aml
sausages such as belogng, sulwni, and liver-
wrsl. In recent years, new vartations had
heen added such as bologra
and cheese or with pickles and pimento, By
1985 Provisicas e had 2 32 percent marnet
share. IUsapplicd stores ranging from super-
markets 10 sl stores known s “Mom—‘md—
Pon® stores. s product could be found i
stores in New Brunswick and Prince B ]\-\hl]‘(i
Istand through Vancouver in British Columbia,

Corporase neadguarters for Provisions nc.
remained in Tororto. The three major dive
stons were known as the Beel, Pork, and
Conxed Meals Divisiors, Fach 1Hvision had a
nationa; director who reported o the chie!
operating officer of the company. The direc-
e of the Cooked Meats Division was re-
sponsine for the producion of cocked
rmeats in four plants, These olarts were lo
caredt in Edmonton, Winnipeyg, Toronto, and
Montreal. Hach pant had 1 Cooked Meat
marager who reported  the director of
Cooked Meats, Bach munager was responst-
hic for distribating product in & spectfic re-
gion. Por example, Montreal's Cooked Meat
marager  was  responsible for supplvicg
Quebee and the Maritime Provinces.

Product was shinped to siores dsing 2 com-
Smation of ! and treck. When a partouiar
plan: did rot manufactiure enoagh 1o sapply

latge wvariely of

with macaroni

an drex, the f;‘o()ked meats would be shipped
from ether plaets,
ocewrrence for the shipmen:ﬁ tor the Marftine
Provinces. The capacity of the Montreal pkm‘;

was butery sufficiont to 81 e nesds of the
markess around Quebec, So, the product
would be brought in by railear from Toronto
and occagionaly from Winnipea, At Montrea,
these railcars would be enloaded and then
wore  reassembled  for shipment o e
Muritimes, Unon arrival, they were uniosded
dnd taxen © a4 warchouse where they were
asscrnbled for trucks 1o carsy to their final des
tination. Whereas most of Quebeo received
their cooked meats hie day afler they were
srepared, grocery stores in the Maritimes
woilkd receive their shipments thiree (o seven
days after preparation.

Cooked meats typically had a shelf life of
10t 14 days. Teyond that period, decay-
cansing bacietia could affect the taste of the
food. With so many days being taken simply
ransporting the prodact, much of the produa

s sifting on the bfﬁ:ﬁhfﬁ:\ heyond the recom-
mended shelf life. Provisions Inc. kad & pelicy
for reimbursing tae grocer for food that sat on
e sheives beyvond the recommended shell

It s was a4 commeon

life. Buit since: grocers wnew the prodact was
not unhealzhy, they cortinued o sell fturtil a
Provisions Ine, salespersen arrived and

vided fresh nroduct in exchange. As a result,

much of the product was sold close 1o or be-
yond the recorsmended spelf life.

to the new Cooked Mot director, tais was
clearly undesirable, and so he changed the
disiriburion system. Now the product would
be shipped direcily from Toronto to the
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Provisions Inc.—The Cooked Meat Division {Continued)

Maritines without stepping {for unloading
andd reassembling i Montreal, By adding
more truck routes, e was able (o ensure
tine product reached the grocer two to three
tiays after manufacture.

He expected these chunges to be zecepied
witlt greut enthusiasen Castomers got freshier
product, and Provisions Inc. exchanged far
fewer products for expired shelf Tife. insicad,
he received a flood of complaints from con-
sunters complaining of the lack of flavor in
the fnew” cooked meats and sales dropped
sigrificantiv, What had gone wrong? What

shauld he do next? Distribution to the north-
ern arezs of British Columbia was aso taking
severai days. Based on what had happened
to his in‘tiatives in the Maritimes, he won-
dered wha e should do there.

CARE QUESTIONS!

1. Whaut should the Cooked Meat director
have done differently before infroduc-
ing the new syster for distribution?

2. What should he do now?
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