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Unit specification

	Title:
	Managing customer relations

Level 3; Credit value 3; Guided Learning Hours 10

	Learning outcomes
	Assessment criteria

	1. Be able to use environmental scanning to find and retain customers
	1.1  Conduct an environmental scan of the business environment in which your organisation operates

1.2  Analyse factors that impact upon the organisation’s ability to find new customers and retain existing customers

1.3  Use the results of the environmental scan, to plan strategies to improve the organisations ability to find and retain customers.

1.4  Lead the implementation of strategies to improve the organisation’s ability to find and retain customers



	2. Understand how the customer supply chain operates to meet customer requirements
	2.1  Appraise the customer supply chain to identify any strengths, weaknesses, opportunities or threats

2.2  Use the results of the audit to recommend strategies to improve your organisation’s ability to meet customer requirements



	Indicative coverage
	

	1
	· Customer relations as a function of business management focused on finding new customers and retaining existing customers

· Concept of decision-makers and decision-making units within customer organisations

· High-involvement and low-involvement purchases

· Nature of client/customer relations and the role of key account management

· Buyer behaviour and the purchase decision-making process

· Cognitive dissonance and post-purchase communication
· Concept of industry sectors and customer segmentation to analyse the market

· Internal and external customers 

· Methods to analyse main competitors

· Environmental scanning, such as PESTLE

· Techniques for identifying and developing new markets and products

· Methods to assess business risk and feasibility of developing activities to satisfy future markets

· Benchmarking and implementation of best practice

	2
	· The customer supply chain

· Supply chain modelling

· Supply chain management (SCM)

· Management of sourcing, procurement, conversion, distribution, cash-flow and logistics
· Value chain analysis

· Key account management

· Monitoring performance against plans to improve customer relations

· Customer service standards

· SWOT analysis and internal audit

· Need for, and systems to provide, after sales service

· The need for good internal networks to facilitate customer relations

· Benchmarking and implementation of best practice


SECTION 1 – The organisation and its operating environment 

Tools for analysis

Effective analysis is a critical skill in strategic management and planning.  The most common approach to strategic and business planning in both the public and private sectors starts from analysis of the external operating environment and internal organisational characteristics.  Clear assessment of these is the basis for identifying how the organisation is placed to succeed given the configuration of external and internal factors, and therefore the basis for planning operational and improvement activities.

Both the main tools used for external and internal analysis have been encountered before: SWOT and BPESTLE.   For ease of reference, these are summarised below.

SWOT analysis

	Strengths
	Weaknesses

	Opportunities
	Threats


With its balance of internal (strengths, weaknesses) and external (opportunities and threats) is a simple and widely used tool.  It has limitations as a standalone process however – generating a list of positive and negative internal and external considerations is fine, but the more important step is to prioritise and decide how to address these issues.

BPESTLE analysis

BPESTLE is a flexible tool, which can contribute to planning, decision-making and problem solving, particularly in a context of change.  Its focus is external, and it has a limitation similar to SWOT analysis, tending be most useful when extended to assess the impact of issues identified in each category.

	Business

	Political
	Economic

	Social
	Technological

	Legal
	Environmental


Two other more recently developed analysis tools are described below: Core Competences and the Balanced Scorecard.  Both are flexible in that they can be use both for analysis and planning, and also for review and measurement of the organisation.

Core competences

The term core competence was coined by Hamel & Prahalad (1996) and has proved to be a winning concept with organisations around the world.   Put simply, core competence is a special capability possessed by an organisation enabling it to do something uniquely valued by customers.   But of course, core competence is not really a simple concept and to define it properly, and use it to identify our own core competences, we need to break it down:

· Competence is capability.  Individual competence is a function of the skills, knowledge and experience we bring to a job or task.  Organisational competence bundles up the collective skills, knowledge and experience at its disposal and add the procedures, systems and technologies in use.

· To be core, according to Hamel and Prahalad, a competence must pass three tests:

· Does it deliver significant benefit to the customer?

· Is it possessed uniquely by your organisation (or does its excellence in this area leave others with the same competence far behind)

· Can your organisation continue to benefit from it in future?

Therefore, having a competence is not especially challenging, but the `core tests’ make core competence a keen technique for appraising organisational excellence and sustainability.  

The main benefit of using the core competency concept in strategic and business planning is that it helps organisations to think critically about what they do, in terms of:

· Whether it delivers benefits to customers or stakeholders

· Whether the organisation does it well by comparison with others

· Whether they can continue to profit from it in future.

It can appear a dispiriting exercise, but it must be borne in mind that while not every organisation can be a field leader, all should aspire to that position.  Where an organisation’s competences are failing the three core tests, the question becomes `what can we do to ensure that this competence…

· …does deliver benefits to is customers?’

· …does set us apart from our competitors?’

· …is sustainable in future?’

Industry analysis

Pioneered by Michael Porter (1985), industry analysis identifies four key elements of an industry which are each broken down further:

Structure 

Competition

New technology

Entry and exit barriers

Markets

Growth

Choice

Substitutes

Finance 

Costs

Profit margins

Relationships

Customers

Suppliers

Distributors

Under each sub-element there are key questions an organisation ought to be able to answer to assess what is happening in its industry, and how these circumstances affect its own position.  These key questions are outlined in the next activity.

Exercise: Industry analysis questionnaire

1. Structure

(a) Competition

What is the approximate size of your industry (number of businesses)?

How is the industry structured (monopoly, oligopoly, open market)?

Can you sum up, approximately, the distribution of markets among organisations in your industry? (A diagram or table is usually most effective.)

Where do you fit into this picture?

(b) New technology

How often does technology change the way your business operates?

(c) Entry and exit barriers

What are the barriers which prevent new organisations entering your industry? (Examples might include capital, supply and distribution networks, regulations, customer loyalty, economies of scale.)

What barriers prevent organisations from selling up and leaving your industry? (Examples might include tied assets, regulations, employment contracts, lease arrangements and service agreements.)

Would you characterize the industry as fairly stable (few entrants or leavers) or fluid (many new entrants and leavers)?

2. Markets

(a) Growth

How would you describe the overall trend in your industry: (a) growing, (b) stable, (c) in decline?

Are there areas of the market which are new or growing that your organisation is in a position to address?

Are there areas of the market which are new or growing that your organisation is not currently able to address? What would it take to change this position?

(b) Choice

Are your organisation’s current markets led by price or quality?

(c) Substitutes

Do you know of current or planned alternatives to the products or services provided by your industry (e.g. the way e-mail has eroded the market for postal services)?

3. Finance

(a) Costs

In your industry, are costs being cut, growing or staying stable?

(b) For your organisation in particular, are there areas where costs can be significantly reduced? 

(c) Profit margins

Are present industry profit margins on average strong or weak? Is there a known business cycle in your industry, and if so how does your own organisation’s performance reflect the overall industry cycle?

4. Relationships

(a) Customers

Are customers or buyers powerful in your industry? (This tends to occur when they can buy in large volumes or at high values, and where quality is relatively low in importance.)

(b) Suppliers

Or is the balance of power with suppliers? (This tends to occur in markets dominated by a few suppliers who are not reliant on any single customer or group of customers, and where the product or service is unique or differentiated.)

(c) Distributors

Do distributors have a strong influence in the industry? (This tends to occur in markets where there are a few strong distributors in direct contact with customers, and where speed is of the essence in delivering the product.)

Balanced Scorecard 

The Balanced Scorecard is a conceptual framework for translating an organisation's vision and mission into a set of performance indicators set around four perspectives: 

· Financial 

· Customer 

· Internal Business Processes

· Learning and Growth

The scorecard provides an enterprise view of an organisation's overall performance by integrating financial measures with other key performance indicators. 

The Learning & Growth perspective is a measure of potential future performance - it directs attention to the basis of all future success - the organisation's people and infrastructure. Adequate investment in these areas is critical to all long-term success. 

The Internal perspective focuses attention on the performance of the key internal processes, which drive the business. Obviously, the nature of the processes is dependent on the nature of the organisation - the scorecard is not a 'fully-cooked' solution, it must be tempered and tailored to meet the specific circumstances of each organisation. In order to translate effective internal processes into organisational success, customers/clients must be happy with the service they receive. 

The Customer perspective considers the business through the eyes of the customers, measuring and reflecting upon customer satisfaction. 

The Financial perspective measures the results that the organisation delivers to its stakeholders. Together, these four perspectives provide a balanced view of the present and future performance of the business. 

The aim of this measurement process is to direct, and help manage, change in support of longer-term strategy - and to manage, rather than simply measure, performance. 

The concept was introduced by Professor Robert Kaplan and Dr. David Norton in 1992, and has since been adopted by a wide range of organisations around the globe. If used properly, the Balanced Scorecard becomes a catalyst for change. The performance measurement is not an end in itself - nor should the measurement be reified; it simply serves to illustrate, to diagnose, to aid analysis. 'Accuracy' is therefore not essential - but confidence in the measures as true indicators is. 

For real effectiveness, the Scorecard should be integrated into the strategic planning of the organisation - as a tool for identifying pressure points, conflicting interests, objective setting, prioritisation, planning and budgeting. It offers managers a balanced view of their organisation upon which they can make strong decisions and upon which they can base real change.

Exercise: Assessing the organisation

Use one of the tools described in this section to carry out a quick assessment of internal and/or external factors affecting the future of Queen Mary.

	Use the space below to make notes about:

· The key factors and issues you have identified

· Your conclusions about future priorities for the College, particularly in relation to service delivery.

	


SECTION 2 – Customer and stakeholder management 

This section begins with an overview of key theoretical principles in managing customer service and relationships, before going on to look at issues of public service and stakeholder management.
Managing customer relationships

The development of improved relationships with clients or customers has become an increasingly important aspect of management, at all levels. It is also increasingly realised that good customer relations begin with the quality of internal service that employees give each other, and permeate out from this to benefit external customers. 

The management of relationships with all the users and clients of the organisation must be the responsibility of everyone in an organisation. This approach is now almost an accepted wisdom, especially in public service sector organisations. Various factors have contributed to the new emphasis on managing customer relationships:

· pleasing or delighting customers has become an increasingly important element in order to distinguish a organisation's products or services from those of its competitors 

· the acquisition of information about customers and their needs has more importance, as a consequence of the above 

· suppliers now often need to offer, or are sometimes compelled to accept, a 'partnership' approach with their purchasing customers, in order to enhance the product or service concerned

· advances in information technology have opened up new possibilities for acquiring, storing and using information about customers and their histories.

Whatever your management role or level may be, you almost inevitably need to deal with external or internal customers of some sort, who require your products or services. A traditional, transactional approach to customer relationships may still be the best approach in some cases, as with the mass production of low cost, high volume goods. The building of closer and potentially more profitable relationships with potential and existing clients or customers, however, is now a vital competitive strategy for most organisations, in both the private and public sectors.  To create and manage better customer relationships, three important and prerequisite factors are:

· good internal and external communications 

· a high emphasis on quality goods or services 

· well-trained and well-supported front-line staff, with good interactive skills and some authority to use their initiative. 

Managing customer relations is not a new approach, as good business managers have always given thought, care and attention to their customers. Nevertheless, the current managerial emphasis on customer care, and the deliberate, focussed management of relationships with large customer bases, do represent a changed approach. 

This change is linked to three inter-related factors:

· The growth of the quality movement has created higher expectations and a need for better and more effective services and products 

· It is now often impossible to differentiate between products and services in the same sectors, and when this is the case, the only real leverage comes from developing and maintaining good customer relations. 

· Technology has advanced rapidly over recent years, making interactions with internal and external customers much easier and more effective.

While information technology has opened up new possibilities, people remain the most important link between an organisation and its customers. As a manager, your role in recruiting, leading and developing people who can offer top quality service and deliver top quality goods is crucial to customer relationship management. The central goals around which customer relations should be managed are:

· know the customer 

· understand the customer's needs 

· delight the customer 

· monitor and seek to improve your service to the customer

How do we measure customer satisfaction?

· Does the measure reflect real users and clients need (the users and clients can either be internal or external)?

· Is the service that is being measured important?

· Is the measure representative (i.e. has it been tried over several occasions to ensure that a reasonable benchmark has been set)?

· Is the measure accurate?

· Has a tolerance level been established so that you don’t over-react to variations?

· How much does the measure cost to implement?

· Is it timely?

Setting service standards

There is a need in every organisation to have service standards that are:

· Clear

· Concise

· Observable

· Realistic

A reliable approach to setting quality service standards is summarised below:

1. Establish a target

Written service standards establish a goal – a target – towards which all the people in your service team can direct their efforts.  It gives them a clear sense of what to strive for and how high to reach; it establishes a sense of purpose and direction; it keeps them focused on target and heading in the right direction.

2. Communicate expectations

Clear, concise, observable and realistic service standards form a common base of expectations for all service behaviour.  By establishing them you are communicating to all your people, ‘this is what we all expect.  This is what all of us want.  This is what an excellent job is all about.’  When you do this you have communicated your expectations loud and clear to everybody involved in customer service.  Everybody should be on the same wavelength.  What you are aiming for is common knowledge.  There need be no surprises about what is expected.

3. Use standards to manage

Once you have developed a complete list of service standards, they can become part of recruiting profiles, job descriptions and appointing decisions.  You standards can also be carried over into your training efforts, so that your service operational standards become part and parcel of those standards that all your employees are prepared to meet for their jobs.  In addition, your clear, concise, observable and realistic standards can become the foundation of a meaningful and productive employee performance appraisal system – a system that evaluates the behaviour patterns important to customer service at the lever of excellence accepted by everybody in your team.

	By establishing clear, concise, observable and realistic standards

you are defining what you want your service image to be.

This is where quality customer service begins!


Exercise: communication of service standards

Briefly assess the way service standards are communicated in your part of the College or work area, in relation to the three-step process described above.

	Establishing target(s)

	Communicating expectations

	Using standards to manage


Two dimensions of quality customer service

Quality customer service consists of two integral dimensions

The procedural dimension

This dimension of service is systematic in nature.  It deals with service delivery systems.  It encompasses the procedures of how things get done.  It provides the mechanisms by which customers’ needs are met.  This side of service is the procedural dimension of customer service.

The personal dimension

While the procedural dimension is cool, rational and systematic, the other dimension of customer service is warm, often irrational and certainly unpredictable.  This is the human side of service.  It is interpersonal in nature, and it encompasses the attitudes, behaviour patterns and verbal skills that are present in every personal service interaction.  This side of service is the personal dimension of customer service.

Your list of quality service standards must incorporate both the procedural and personal service dimensions.

To help you and your service team generate your own list of service standards. Seven critical areas in both the procedural dimension and personal dimension are outlined on the following page.  These are vital areas of customer service that a complete list of service standards should address.  All of the 14 areas are offered to help you develop your own clear, concise, observable and realistic customer-service standards.

Guidelines for developing quality service standards

· Standards should be planned and agreed by all affected employees, including customers when possible.

· They should come as close to perfection as is humanly possible for your service.

· They should be stated fully and clearly in writing.

· They must satisfy your customers’ requirements.

· They must be workable and understandable.

· They must be supported by upper management (or they won’t work).

· Deviation from the standard must not be acceptable once the standards are established.

· If the standard is not working or becomes outdated, it should be changed.

· New standards should be added as needed.  All effected employees must agree to any new standard.

· Standards must reflect organisational goals.

· They should be created and met with care.

· They must be communicated effectively and continually.

Exercise: The process dimension of quality service

Tick the box that applies to your work area.
	4. Timing 

	What are your timescale for delivering service? How long should it take? Are there several steps that require different timing standards? Does timeliness equate to promptness? Or can service at times be too fast?

	
	We have timing standards

	
	We need new or revised timing standards


	5. Flow

	How do the various components of the service delivery system coordinate, cooperate and/or mesh with each other? How do you control the flow of service? How can you avoid bottlenecks and delays? What are the indicators of this that can be seen or measured?



	
	We already have procedures which provide a smooth work-flow

	
	We need help in this area


	6. Flexibility

	How flexible are your systems? Can this flexibility be adapted to varying needs and/or requests? How convenient are your systems for customers? How do they make the service experience easier? Are your service systems designed around the needs of key stakeholders?



	
	We are flexible when it comes to different needs

	
	Our systems come first, our customers/stakeholders second


	7. Anticipation

	How well can you anticipate needs? How can you be one step ahead so that service can be provided without their having to remind you that it is needed?  How do you know what will happen? How do you know when you and your team have anticipated correctly? What indicators of proper anticipation by your service delivery systems can be seen or measured?



	
	We normally keep one step ahead 

	
	We never seem to stay ahead 


	8. Communication

	Service delivery systems cannot function optimally without effective and efficient communication both within the system and between you and your customers.  How do you know when messages are communicated thoroughly, accurately and in a timely way? What are the signs of effective communication? How do you know when communication has broken down? Is it too late?  What measurable standards reflect effective communication in your operation?


	
	Our communication is very good

	
	We need help with our communication systems


	9. User feedback

	How do you find out what your users are thinking? How are user feedback systems used to improve service? How do you know if your users are pleased, displeased, satisfied, dissatisfied, happy or unhappy? What are you observable indicators of effective user feedback systems? How do you know when they are working correctly?



	
	We encourage user feedback and routinely collect and analyse it

	
	Feedback is not a priority with us


	10. Organisation and supervision

	Efficient procedural service requires organisation, and organisation, in turn, requires supervision.  Who does what in your service operation? How are you organised? What would your optimal organisational structure look like? How should it be supervised? What role should the supervisor take in the service delivery process?  How are all the parts of the service delivery system kept coordinated with each other? What are the signs that can be seen or measured that tell you all is going well?



	
	We have a clear and effective organisation

	
	We lack organisation when it comes to customers/stakeholders


Complaints

A complaint can be understood as an expression of dissatisfaction with a product or service that might come from either internal or external customers.

Over the past twenty years business views about customer complaints have changed, partly because of the movement to promote quality and continuous improvement.  Historically, complaints were treated as a necessary evil, to be avoided whenever possible. These days, however, complaints handling is more generally considered a productive process that can contribute much to customer service and retention by:

· Providing feedback that can help to improve product or service quality 

· Increasing customer satisfaction and loyalty through responsiveness to complaints 

· Saving time and avoiding possible legal costs or bad publicity.

Research suggests that people often do not make a complaint when they are dissatisfied.  A recent Office of Fair Trading survey suggested that:

" ... about a third of people don't pursue a complaint that's serious enough to stick in their minds up to a year later ..." 

Non-reporting on this scale would create many long-term dissatisfied customers, and some organisations now set up channels to encourage people to complain, using methods such as telephone help lines, pre-stamped feedback cards, customer service desks, and post-sale telephone calls to check customer satisfaction.

The way in which a department or organisation handles complaints can say much about the way customers are viewed and treated by its staff in general.  If you and your people are to handle complaints in an effective and positive way, it is important for you to take the lead in viewing them as a way of providing additional customer satisfaction, and gaining helpful feedback information.  To support this outlook, you will need:

· A customer-focussed culture 

· A well thought-out complaints procedure which is easy to understand

· People trained to handle complaints and empowered to act to resolve them.                                                                                                  

While bureaucracy should be avoided where possible, a complaints form will help to standardise information collected for recording and analysis.  Important details to take will include the date of complaint, the name of the person dealing with it, the customer's details, the nature of the complaint and the action taken. Complaints offer a second opportunity to satisfy, and win increased loyalty from, otherwise displeased customers.  Liability or fault should not be admitted until it is clear that a complaint is justified, but if a complainant is angry, he or she should be listened to in a sincere, sympathetic and courteous way, until the facts of the case can be established.

You and your staff need to have the authority and initiative to take appropriate action to resolve complaints as quickly as possible, and should know who to pass them on to if you are not able to deal with them.  Not all complaints will be justifiable or easily resolved, but dealing with them effectively will ensure that most are resolved more quickly and with more goodwill than would otherwise be the case.

When responding to all complaints, remember that customers need to know who is dealing with their complaint, and to feel that they are listened to and treated fairly:

· Acknowledge that the customer is upset 

· Listen carefully and with empathy 

· Accept responsibility if there is a clear reason for complaint 

· Apologise with sincerity if the complaint is reasonable 

· Advise the customer of the action to be taken 

· Be generous in compensating the customer for his or her inconvenience 

· Thank the customer for bringing the problem to your notice, some days later, check that the customer is happy about the resolution of his or her complaint.

Scoring your activities and behaviour against the set of statements above should help you to understand what is involved in handling complaints well, and in developing both a culture and supporting procedures to help your team to learn from complaints, and convert complainants into satisfied customers.

The public sector and its customers

It is possible to overstate the differences between public and private services. Many actually face similar situations and a number of the key lessons are transferable. Perhaps a greater danger is over-simplifying our understanding of public services; they clearly cover an enormous range of types of services, which vary in a number of important respects, for example:

· The target group (the public as a whole, small sub-sets of the population, businesses, the community/voluntary sector, other public sector bodies etc) 

· The nature of use (regulatory/compulsory versus voluntary services, those that are used on one-off occasions/episodically versus those used regularly, those that are free versus those with costs associated, the methods of contact/service delivery etc)

· Market position (specialist services versus services that cover a number of functions, monopoly suppliers versus those who face competitors/where alternatives are available)
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· Personal needs: any customer or user of a service will have what they regard as a set of key personal needs that they expect the service to address. These will vary from service to service and from customer to customer. A clear understanding of these needs is necessary to design an appropriate service.

· Previous experience: many will have had service encounters before. Their previous experience will in part influence their future expectations of the service. This can include their past experience of the service in question, but also of other services – for public services, expectations will be influenced by experience of similar private services.

Identifying priorities for improvement

There are ranges of models that attempt to provide a comprehensive understanding of the service factors that most need to be improved in order to improve perceptions of a service. The service quality “gap” approach resulted in the SERVQUAL tool. Although it has been widely criticised and a number of shortcomings have been highlighted, it still forms the starting point for most reviews of satisfaction and service quality.

SERVQUAL

The basic gap analysis model used in SERVQUAL has three distinct elements:

· Rating what an ideal or excellent service should have

· Rating how an individual service provider performs on this

· Assigning a weight to how important the top-level dimensions are in determining overall satisfaction

The model gives rise to the proposition that the gap (G) for a particular service

quality factor is:

G = P(erceptions) – E(xpectations)

A negative gap (as shown in the diagram below) implies that customer expectations are not being met, and the larger the gap, the larger the gulf between what the customer wants and what they actually receive.
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Exercise: SERVQUAL
SERVQUAL works in four dimensions of service.  Read the descriptions of each below and translate them into the environment in which you work, e.g. what are the tangibles and reliability factors in your part of the College.

	Dimension
	Description
	QMUL Translation

	Tangibles
	The physical facilities and equipment available, the appearance of staff; how easy it is to understand communication materials


	

	Reliability
	Performing the promised service dependably and accurately
	

	Assurance
	Inspiring trust and confidence
	

	Empathy
	Providing a caring and individual service to customers
	


Matrix approaches
Another key tool that has been used in a number of models is the direct comparison of satisfaction levels/ratings of service quality factors and the importance attached to each. These are variously called quadrant, matrix and performance-importance grid approaches, and give rise to the following types of charts. This divides the factors into four types, with those that fall into the priorities for improvement quadrant being the focus for action.
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Another model identifies 18 quality determinants

Access: the physical approachability of service location, including the ease of finding one’s way around the service environment and the clarity of route.

Aesthetics: extent to which the components of the service package are agreeable or pleasing to the customer, including both the appearance and the ambience of the service environment, the appearance and presentation of service facilities, goods and staff

Attentiveness/helpfulness: the extent to which the service, particularly of contact staff, either provides help to the customer or gives the impression of interest in the customer and shows a willingness to serve

Availability: the availability of service facilities, staff and goods to the customer. In the case of contact staff, this means both the staff/customer ratio and the amount of time each staff member has available to spend with each customer. In the case of goods, availability includes both the quantity and the range of products made available to the customer

Care: the concern, consideration, sympathy and patience shown to the customer. This includes the extent to which the customer is put at ease by the service and made to feel emotionally (rather than physically) comfortable

Cleanliness/tidiness: the cleanliness, and appearance of the tangible components of the service package, including the environment, facilities, goods and contact staff

Comfort: the physical comfort of the service environment and facilities

Commitment: staff’s apparent commitment to their work, including the pride and satisfaction they apparently take in their job, their diligence and thoroughness

Communication: the ability of the service providers to communicate with the customer in a way he or she will understand. This includes the clarity, completeness and accuracy of both verbal and written information communicated to the customer and the ability of staff to listen to and understand the customer

Competence: the skill, expertise and professionalism with which the service is executed. This includes the carrying out of correct procedures, correct execution of customer instructions, degree of product or service knowledge exhibited by contact staff, the rendering of good, sound advice and the general ability to do a good job.

Courtesy: the politeness, respect and propriety shown by the service, usually contact staff, in dealing with the customer and his or her property. This includes the ability of staff to be unobtrusive and non-interfering when appropriate

Flexibility: a willingness and ability on the part of the service worker to amend or alter the nature of the service or product to meet the needs of the customer

Friendliness: the warmth and personal approachability (rather than physical approachability) of the service providers, particularly of contact staff, including cheerful attitude and the ability to make the customer feel welcome

Functionality: the serviceability and fitness for purpose or “product quality” of service facilities and goods

Integrity: the honesty, justice, fairness and trust with which customers are treated by the service organisation

Reliability: the reliability and consistency of performance of service facilities, goods and staff. This includes punctual service delivery and an ability to keep to agreements made with the customer

Responsiveness: speed and timeliness of service delivery. This includes the speed of throughput and the ability of the service providers to respond promptly to customer requests, with minimal waiting and queuing time

Security: personal safety of the customer and his or her possessions while participating in or benefiting from the service process. This includes the maintenance of confidentiality.

Collecting customer data – a framework for government departments

OPSR (Office of Public Service Reform) has established 7 principles of customer feedback.  Customer satisfaction data is gathered in many different ways in public services. In order for it to be useful, all these principles should be together or we risk basing services on assumption and expertise as we have in the past. It is only on the basis of excellent data that we can move forward 

1. We should listen and respond to customers.

By customers we mean the people who use the service. In some cases there may be more than one customer group, for example both parents and children can be defined as customers of primary schools.

As a minimum, a customer survey should include:

An overall rating

· Frequently a single measure of overall customer satisfaction, although other overall rating questions may be appropriate. 

Ratings of specific aspects of service delivery

· Service attributes will include measures of delivery, timeliness, information, professionalism and staff attitude, which have been found to be generic drivers of satisfaction. Further service attributes will depend on the service provided. 

· These rating questions are used in key driver analysis to derive which aspects of service delivery have greatest impact on a positive customer experience (see (5) below) 

Customer expectations

What do customers expect of the service provided? By asking respondents to relate their actual experience of services in conjunction with their levels of satisfaction, we can derive what level of service standard is acceptable to customers. 

2. At the local level

Data needs to be collected at the local level. For data to be actionable, we need to be able to understand the customer experience at the relevant local management unit, such as individual school, college, basic command unit, hospital etc.

Data should be collected consistently by individual local management unit so that results can be compared between peers.

3.  Ensuring national comparability

Being able to make comparisons in a national context between different geographies, demographic groups, providers or management units of similar services is crucial to establishing and maintaining standards and accountability. Data needs to be collected locally in such a way that it can be aggregated to give the national picture.

4. Segmenting customers

As customers are not a homogenous group, it is important to be able to analyse customer survey data by different customer group. Customer segmentation needs to reflect the true spectrum of customer groups that are served rather than the current internal structures of service deliverers. Customer segmentation will differ from service to service; some examples of ways in which customers can be segmented include:

· Demography 

· Geography 

· Frequency of service use 

· Motivation for service use 

· Customer type 

5.  Seeking to understand the factors which drive satisfaction

We need to know which factors have greatest impact on customers’ overall experience. To do this, we need to

· Ask an overall rating question 

· Ask rating questions of all aspects of service delivery (see 1 above) 

· Carry out secondary statistical analyses to derive the key drivers 

6. Reliably and cost effectively

· Methodologies consistent at the local level in terms of 

· Data collection method, questions asked, question order, sampling procedures, time of fieldwork, analysis and reporting 

· Surveys are inclusive as possible 

· Particular effort made to include hard to reach groups 

· Techniques used to ensure as high a survey response rate as possible and analysis carried out among to understand impact of possible non-response biases 

· Cost benefit analysis carried out 

· At what point does increased survey cost outweigh further improvements to data quality? 

7. Over time

Methodologies need to be consistent over time to give reliable trend data.

The decision on how regularly to survey customers is a trade-off between the need for frequent performance data which reflect actual change in the customer experience and the financial and administrative burdens.

Many surveys are carried out twice a year or more frequently, and increasingly customer research is carried out continuously throughout the year, with quarterly reporting of data.
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(SIPI)

From A Policy Framework for Government of Canada Service Improvement

The principles for UK public services


· Standards. Setting, monitoring and publication of explicit standards for the service that individual users can reasonably expect. Publication of actual performance against these standards.

· Information and Openness. Full, accurate information readily available in plain language about how public services are run, what they cost, how well they perform and who is in charge.

· Choice and Consultation. The public sector should provide choice wherever practicable. There should be regular and systematic consultation with those who use services. Users’ views about the services, and their priorities for improving them, to be taken into account in final decisions on standards.

· Courtesy and Helpfulness. Courteous and helpful service from the public servants who will normally wear name badges. Services available equally to all who are entitled to them and to run to suit their convenience.

· Putting things right. If things go wrong, an apology, a full explanation and a swift and effective remedy. Well publicised and easy to use complaints procedures with independent review wherever possible.

· Value for money. Efficient and economical delivery of public services within the resources the nation can afford. And independent validation of performance against standards.

Case: the Sevenoaks story

Since 2004, Sevenoaks has adopted a deliberate strategy to transform its culture, shifting power down the management structure, devolving decisionmaking as close as possible to the customer, and pursuing policies designed to promote open communication and comprehensive staff development.

Council managers believe that the notable turnaround in Council performance in the period since 2004 is largely attributable to this strategy.

They point to the fact that simultaneous improvements in performance, quality, customer satisfaction and productivity have been achieved at a time when:

· Headcount has reduced by30%

· The net budget has shrunk by 25%.

Their argument is supported by the results from internal staff surveys showing improving rates of employee satisfaction and engagement over the same period.

Here are some specific examples of how continuous service improvement has been achieved at Sevenoaks.

IT

Five years ago this team was failing; and had a 40% percent satisfaction rating among its customers. In the words of one team member: “We had a culture of finding reasons not to do things – I was probably part of the problem back then. The feeling in the team was one of powerlessness and demotivation– we used to say to each other `if I could just get my hands on this team…’”.
Today the satisfaction is 98%; the team is smaller; but highly motivated.  In interviews, some factors contributing to the change were identified as follows:

· A crisis meeting with Director where the team was confronted with the stark facts of their under-performance, challenged to turn it around, and asked to decide for themselves how this could be done, with full support from the Director concerned

· The fact that the Service manager was given the freedom to make decisions, and implement new ideas

· Being pushed hard to deliver value for money, and help the Council become more efficient

· The expectation that ideas for improvement had to be supported by a strong rationale and cost/benefit analysis.

The current Head of Service says this about the way information (including budget details) are shared in team meetings: “People care now – they take pride and interest because now their ideas are in there.”
Benefits

From a stage where new applications claims were taking 60 days to process on average, the Benefits team has recently reduced this to 20 days. One of the staff members who took part in the review which started this turnaround, identified the key factors as follows:

· Involving frontline staff in identifying the problems and coming up with the solutions

· Re-configuring the allocation of claims so that assessors are now responsible from beginning to end for a set of applicants (using a simple alphabetical system)

· Introducing new software

· Being trusted by senior managers that the team had come up with the right solution – “it was strange because that was the way we used to work when I first came here”.

The nature of this improvement is all the more remarkable when it is understood that its introduction coincided with:

· A £400,000 budget cut in Benefits

· An increase in the volume and complexity of applications (largely due to the economic downturn).

· The recent claims increase has recently been calculated at 20% in the last three months – there is some trepidation in the team as to whether they can cope with a continued increase, offset by the pride and confidence team instilled by the step change they have

· achieved.

Democratic services

The abrupt departure of a manager and officer, left a team of two (one only six months into the job) to cope with a service perceived by some within the Council to be unresponsive and

lacking customer focus. Within the intervening period of just over 6 months, the team has been transformed:

· Widely recognised now as a responsive and expert team

· Helping to improve member-officer relations

· Making headway in a longstanding priority area for the Council – that of introducing more robust scrutiny.

On this latter point, one of the officers remaining after the changes within the team was encouraged to produce a scrutiny guide which was piloted with a Service Select Committee looking at the issue of bringing back into use empty housing. The pilot was very successful and resulted in an increase in the number of empty houses brought back into use and has helped to put in place a more challenging target to bring back into use empty properties.

The new guide is now in general use.

The officer in question says: “I would never have been allowed to do it…there was no impetus, no improvement focus before…I was told `you don’t need to look at this area’”. 

Through a more empowering approach to managing, which allowed the officer decision-making freedom, autonomy and support, the same officer who was perceived not to have the skills was able to undertake an innovative approach with strong outcomes in a challenging area for the Council.

The secrets of Disney

The secrets of Disney’s success can be summed up as:

1. Legendary attention to detail

2. Exceed people’s expectations

3. Theme, theme, theme

4. Be guest-centred

5. Spectacular service recovery (when things go wrong)

An overriding Disney theme is “performance,” “show,” “staging.” Things are either “on-stage” or “backstage.” For Disney, these are clearly differentiated areas: physically, conceptually, in terms of standards and aesthetics, and more. 

On-stage and backstage are, for us, attitudes and a way of looking at the world of work and life.   Thinking about whether we’re on-stage or backstage in and of itself can create improved customer service because of how it shapes our subsequent behaviour.

Related to this is the idea that “work is theatre and every business a stage.” A book of

that title written by two Harvard professors was shared with the group.  Employees at Disney are “cast members.” People are never hired; they’re “cast for a role.”

Disney’s strong belief in “attention to detail” is what makes them stand out from

everyone else. We have to “sweat the small stuff.”

When something goes wrong (service recovery), Disney cast members are taught “the

guest isn’t always right, but let them be wrong with dignity.” Spectacular service recovery means the possibility of spectacular customer loyalty. If you solve a problem immediately and in spectacular fashion, a certain percentage of people will bond with you even more strongly than if you met or exceeded their expectations. All is not lost if something goes wrong. We actually have the opportunity to build an even stronger relationship with a certain percentage of our customers.

One of the secrets of Disney’s success is being guest-centred. This philosophy, if not just lip service, can really guide behaviour. Turf issues become unimportant. Policies can be simplified. Money can actually be saved. There are many ancillary benefits in addition to wowing the customer.

SECTION 3 - Managing quality

Ten basic rules for quality

Strong quality programmes work best when they are so completely part of normal work routines that no one notices they’re in place. To make your quality programme work, you need to follow ten basic rules:

Rule 1: Quality must be an organisation - wide concern

It is no good to suggest that quality should only be the business of a single department - the Quality Assurance Department. If quality is to take root in your organisation, it must become the concern of every single employee. Quality is an integral characteristic not an optional add on.

Rule 2: Quality must be geared to your users and client’s needs

If you want to find out about quality, then ask your users and clients. They will direct your quality concerns in the right direction.

Rule 3: Quality is a cost cutter

Quality products and services generate sizeable savings through waste reduction. Cutting back on quality will not save you money in the long run.

Rule 4: Quality results from both personal and team efforts

Quality is everyone’s responsibility, but that can lead to each employee  assuming that someone else is taking care of it. So you have to find a way of communicating to each person that he or she also bears an individual responsibility for his or her own efforts and results.

Rule 5: Quality is a management issue

Good quality management issue means making everyone realise that, when quality is right, everything else is right. 

Rule 6: Quality starts at the beginning

Quality must be an issue from the very beginning of any product development - it can’t be tacked on at the end.

Rule 7: Quality is a part of the organisation’s culture

Quality must be stressed from the very top of an organisation all the way down the line. It has to deeply embedded into the entire organisation.

Rule 8: Quality can be improved

There is no such thing as perfection. So set higher quality levels all the time. Quality levels should remain challenging so as to prevent complacency setting in.

Rule 9: Quality work can only be done by quality workers

Ensure that you have right people, fully trained in the right procedures. Motivate them to produce quality results.

Rule 10: Quality should be part of the whole system

The whole system includes your users, clients and suppliers as well as everyone in the organisation. Quality products can only result from quality materials - so be sure that you set and maintain the highest standards for all incoming goods.

What is Total Quality Management (TQM)?

Total Quality is the continuing pursuit and attainment of excellence in the provision of goods and services. (i.e. a Journey to Excellence)

· Total Quality Management (Definition of the British Quality Association)

· Total Quality Management (TQM) is a corporate business management philosophy, which recognises that users and clients needs and business goals are inseparable. It is applicable within both the public and private sector.

It ensures maximum, effective and efficiency within an organisation and secures commercial leadership by putting in place processes and systems which will promote excellence, prevent errors and ensure that every aspect of the origination is aligned to users and clients needs and the advancement of business goals without duplication or waste of effort.

The commitment top TQM originates at the chief executive level in a business and is promoted in all human activities. The accomplishment of quality is thus achieved by personal involvement process, with measurable levels of performance by all concerned.

It involves every department, function and process in organisation and the active commitment of all employees to meeting users and clients needs. In this regard the ‘users and clients’ of each employee are separately and individually identified. 

It is concerned with promoting organisation effectiveness through the excellence, reliability and quality of an organisation’s goods and services. It is people driven - (i.e. concentration is on the people side of business). It is associated with every aspect of an organisation’s activities. It requires total commitment and involvement of everyone in an organisation.

Its objectives are: -

· To create a quality culture

· To develop the principles of error free work (right first time or zero defects)

· To eliminate waste (i.e. non ‘added  - value’ activities)

· To develop a team approach to problem solving

· To develop the culture of continuous improvement

· To put greater emphasis on Prevention rather than Appraisal

TQM has developed from ‘traditional’ approaches to quality, such as quality control, and has been the subject of evangelistic teachings by the ‘quality gurus’. TQM is an approach to business, which has had a significant influence on operations. 

There are seven principles of TQM: meeting the needs and expectations of customers, covering all parts of the organisation, including every person in the organisation, examining all the costs related to quality, getting things ‘right first time’, developing systems and procedures and developing a continuous process of improvement.

Implementing quality improvement is fraught with difficulties and many TQM initiatives run out of steam and loose their effectiveness.  TQM can be best implemented if the organisation is committed to ensuring that long-term quality improvement is achieved. One way of influencing a TQM approach and maintaining momentum is through quality awards. Many countries around the world have developed quality awards and these encourage organisations to assess and improve their quality systems, practices and procedures.

Where did the idea of TQM come from?

The notion of TQM was first developed by Feigenbaum and popularised by W Edwards Deming who implemented many TQM programmes in Japan, where his ideas, initially at least, were more readily accepted. In essence, Deming, Juran, Crosby and all the other gurus, said that total quality management involves everyone taking a positive and proactive approach to quality and that good quality, i.e. consistent conformance to customers’ expectations, can only be achieved if:

· The organisation understands what customer needs are and could define and specify all of them 

· All employees understand that all parts of an organisation have a role to play in meeting customer expectations, not just the people on the shop floor, but the work of finance staff, for example, in ensuring error free invoices. 

· Each employee recognises that they have an impact on quality. 

· All the costs of quality are considered, not just the cost of putting things right when they go wrong, but also the costs of trying to prevent problems, with an emphasis on the latter in order to bring about a reduction in the former. 

· There is a focus on getting things ‘right first time’ and instead of putting it right when it goes wrong to try to make sure it does not go wrong in the first place. 

· There are robust and organisation-wide quality systems and procedures that both ensure the things above happen, but also the removal of systems and procedures that can make quality difficult to deliver

· The organisation is concerned with continually improving what it does and how it does it 

Key differences between traditional quality management and TQM
What was different and important about TQM was that it changed people’s views about the nature of quality problems and the responsibility for quality. Quality was (and still is in some organisations!) seen simply as an issue for manufacturing for service employees where the role of management is to put checks and controls in place in order to ‘inspect-in’ quality. This is what is known as the ‘traditional’ approach to quality. Deming and the other gurus challenged this view with their beliefs that:

· Quality was an issue for everyone (everyone in the organisation and also suppliers and customers, i.e. the whole of the supply chain).

· Quality had to be ‘built-in’ to prevent problems occurring.

What is the role of ISO 9000?

One of the key beliefs of TQM is the establishment of quality systems and procedures. ISO 9000 has been developed as a set of internationally recognised standards which provide evidence that an organisation (which another organisation may be considering to use as a supplier for example) has detailed quality systems and procedures in place.

What are the main implementation issues in TQM initiatives?

· To realise that TQM is not a ‘quick fix’ but a long-term approach to quality. Good quality needs to be underpinned by systems with clearly set out goals and guidelines. 

· The need for top management commitment – because TQM involves the whole organisation without top level support any such initiative is doomed to failure. An executive champion, and a high level steering group usually evidence this support. 

· Involving the people who know – TQM is not a management tool but a means of involving everyone in identifying and solving problems. It is essential that there should be means of involving everyone, providing necessary training and also recognising success when it is achieved. 

· The final issue is that TQM may, over time, lose its effectiveness, if it is seen as a ’programme’ (with an implied start and end) rather than a ‘working philosophy’ that is a part of the organisation’s way of working. To this end many organisations refrain from using the name ‘TQM’ and simply seek to encourage good (TQM) practice.

TQM and Quality of Working life (QWL)

ACAS argued that TQM initiatives cannot succeed unless the organisation also supports a culture in which the QWL is fear free and the employee’s involvement is pursued vigorously. Quality improvements will be hampered without an organisational culture, which engenders commitment of all the people throughout the organisation.
	
	Old Model
	New Model

	Objective
	Growth (sales, earnings, ROI)
	Total customer satisfaction to achieve profitable growth

	Production
	Long runs, economies of scale
	Short runs, small lots, quick changeover

	Production Aims
	Low cost, high efficiency
	Quick response

	Inventory
	Just-in-case, buffer
	Just-in-time, zero

	People
	Liability to be reduced where possible; specialised for repetitive tasksl ‘do what you’re told’; recruit from outside
	Asset to be invested in; multi-skilled for flexible tasks; ‘do what you think’; home grown

	System v. people
	People made to fit system, sub-optimisation
	System made to fit people, optimising system

	Quality v. Cost
	Trade-Off; one or the other
	Highest quality equals lowest cost

	Quality management
	Inspection, rework, allowances, warranty
	Prevention, righ first time, no inspection

	Structure
	Vertical, ‘functional silos’
	Process, cross-functional, networking

	Management
	Hierarchical, short spans of control, turf conscious
	Flat, large spans of control, ‘empowering’

	Suppliers
	Adversaries; many to play off against each other
	Long-term partners; few

	Customers
	Short-term exploitative relationships
	Long-term relationships; joint action teams

	Change
	Resists and puts off change
	‘Divine discontent’; welcomes change; continuous


Exercise: quality assessment

This is a generic internal assessment exercise, which can be used to get a feel for the quality approach and issues in an organisation.  In working through the questions, you may answer from the perspective of your team, work area or if you prefer, the College as a whole.

	Questions
	YES/NO

	Do you have a set of standards that have been agreed on by all employees and users and stakeholders?
	

	Are you getting as close to ‘no defects or errors’ as possible?
	

	Do your standards cover the needs of all your service users?
	

	Are they workable? 
	

	Does everyone understand why they have been set?
	

	Are your standards strongly related to your organisation’s goals?
	

	Has everyone participated in the setting of standards?
	

	Do you have a procedure for changing standards as circumstances change?
	

	Do you have a review procedure to monitor your standards?
	

	Do you encourage everyone to contribute to the review of standards?
	

	Has some thought been given to the communication of standards?
	

	Are employees kept informed as to whether they have met the required standards or not?
	


A majority of YES answers indicates the organisation or unit is close to a successful implementation of a quality standards programme. 

The next set of questions now focuses on specific dimensions of quality, with the aim of pinpointing specific strengths and improvement areas.
	Section 1 - The organisation
	Always true

3
	Sometimes true

2
	False

0

	11. Products and services are based on what our users and clients really want
	
	
	

	The organisation consciously seeks to generate confidence and trust in our users and clients.
	
	
	

	Everyone clearly understands their job purpose and the standards of performance they are expected to meet.
	
	
	

	The whole organisation is user and client orientated - i.e. systems, equipment, methods, procedures etc are designed to facilitate excellent user and client service.
	
	
	

	Everyone is serious about measurement; particularly measurements that monitor users and client satisfaction and staff performance in user and client care activities.

	
	
	

	Total score for Section 1
	
	
	


	Section 2 - Our working Environment
	Always true

3
	Sometimes true

2
	False

0

	12. Our environment is welcoming and friendly
	
	
	

	Everyone co-operates willingly
	
	
	

	People are supportive and helpful
	
	
	

	People are encouraged to be innovative and creative
	
	
	

	Results are recognised and rewarded publicly
	
	
	

	Total score for Section 2
	
	
	

	Section 3 - Our staff
	Always true

3
	Sometimes true

2
	False

0

	13. People are encouraged to make decisions
	
	
	

	People are encouraged to take risks
	
	
	

	Everyone is given appropriate training
	
	
	

	Everyone is made to feel valued
	
	
	

	Everyone has a personal interest in the success of the organisation

	
	
	

	Total score for Section 3
	
	
	

	Section 4 - Methods of work
	Always true

3
	Sometimes true

2
	False

0

	14. We have regular measures of user and client satisfaction
	
	
	

	Our systems, materials and equipment are user friendly
	
	
	

	Our procedures give people the power to act
	
	
	

	The procedures make for smooth working between units/departments
	
	
	

	Our procedures are user and client responsive

	
	
	

	Total score for Section 4
	
	
	

	Section 5 - Managers
	Always true

3
	Sometimes true

2
	False

0

	15. Managers regularly measure users and clients satisfaction
	
	
	

	Managers pass on user and client feedback
	
	
	

	Managers communicate effectively
	
	
	

	Managers visibly promote a culture of care
	
	
	

	Managers take action to find root causes of problems
	
	
	

	Total score for Section 5
	
	
	

	

	Total score for questionnaire
	

	


The quality gurus 

Phil Crosby 

His writing concentrates on quality philosophy and its relation to management and preventive business improvement. He is known for his "zero defects", "four absolutes", "fourteen steps to quality improvement", his "Vaccine" as a preventive medicine for management against poor quality and the phrase, "Quality is free", the same title as one of his books. 

Considering traditional Quality Control concepts of acceptable sub-standard products to indicate quality failure. Crosby goes on to say that quality is the conformance to requirements set by the manufacturer/supplier to meet a specific customer need, and that any system that allows deviation from that requirement encourages things to be done wrong. He suggests manufacturing companies’ waste approximately 20% of their revenue making scrap and reworking sub-standard products, which in the service sector could be as high as 35% of operating expenses.

Owing to a misunderstanding of the phrase "zero defects", Crosby's words are often misinterpreted as meaning that mistakes are unacceptable. The true meaning of "zero defects" is far more strategic then that, it means that a company should not begin by expecting mistakes to be made and schedule additional just-in-case products.

With a strong belief in "top down" management responsibility for quality supported by a core of quality specialists, his goal is to train all levels in methods of business improvement within a preventive management environment. and apply building into the systems 

The four absolutes
1. "The definition of quality is conformance to requirements"

Crosby maintained that once the requirements were specified, quality is judged solely on whether they have been met. Therefore these requirements must be clearly defined by management and not left by default to front line personnel.

2. The system quality is prevention"

Prevention before the event is more cost effective then detection after it.

3. "The performance standard is zero defect"

The goal should be nothing less than perfect quality and that preventive costs do not rise dramatically as zero defects is approached.

4. "The measurement of quality is the price of non-conformance".

Costing the price of failure is a prime motivator and if the effort is put into prevention it will more than pay for itself in greater production, less reworks and greater customer satisfaction.

Fourteen steps to quality improvement

Evolving from the need to define, understand and communicate the "absolutes" throughout all levels of an organisation. It is a methodology for implementing the quality improvement process (disliking "programme" as it implied temporary) in an organisation. 

· Ensure clearly visible signals that management is committed to quality permeate throughout the organisation. 

· Set-up quality improvement teams with senior representatives to demonstrate high-level commitment. 

· Measure and identify current and potential quality problem areas. 

· Evaluate "cost of quality" and ensure its potential, as a management tool is understood at the appropriate levels. 

· Raise the level of quality awareness and encourage it as a personal concern of everyone. 

· Ensure corrective actions are placed, the importance is accepted and they are adequately addressed. 

· Establish a monitoring system for the improvement process. 

· Educate and train supervision on their role and responsibilities in the quality improvement process. 

· Programme "zero defect days" to communicate to all levels progress, taking the opportunity to reaffirm management commitment to quality. 

· Encourage and environment that allows individual and team goals to be set. 

· Encourage two-way quality communication and highlight obstacles to achieving individual and team goals. 

· Recognise and appreciate individual and team efforts. 

· Establish Quality Councils to discuss quality matters on a regular basis. 

· Visibly repeat steps 1 to 13 to demonstrate that the improvement process is continuous. 

The Crosby "Vaccine" (medicine for management to prevent poor quality)

It is in five sections that cover the requirements of Total Quality Management.

Section 1 - Integrity

Treat quality seriously throughout the whole business organisation from top to bottom. That the organisation’s future will be judged on its performance on quality.

Section 2 – Systems

Appropriate measures and systems should be put in place for quality costs, education, quality, performance, review, improvement and customer satisfaction.

Section 3 - Communication

The communication systems are of paramount importance to communicate requirements and specifications and improvement opportunities around the organisation. Customers and operators know what needs to be put in place to improve and listening to them will give you the edge.

Section 4 - Operations

Work with and develop suppliers. Processes should be capable and improvement culture should be the norm.

Section 5 - Policies

Must be clear and consistent throughout the business.

Crosby's broadening approach to improvement can be summed up in the following points: 

· Right first time should become the company norm. 

· Market and product anticipation should be used to advantage. 

· Grow on a constant foundation of profitability. 

· Develop products and services to meet the current and projected market. 

· Develop and nurture employee loyalty and pride in the company they work for. 

Effectively, Crosby adheres to the principals that all levels of an organisation have a clear understanding of quality and the cost of non-quality. That management are committed to pulling in the same direction and encourage continued business improvement through open communication and teamwork in a nurtured preventive environment of recognition. The culture of doing things right first time, predicting what will happen and the development of the correct quality consciousness.

Deming

During the 1950's Deming lectured to senior managers and engineers on what is now known as Total Quality Management (TQM). Originally teaching Statistical Process Control (SPC), he always maintained that management must understand the principals of statistical variation. Mainly associated with "Deadly diseases", "14 point plan" and the "Deming cycle". 

Central to the concept of statistical variation is that very few things have an absolute consistent and natural variations can be attributable to chance. For instance, a shop will not sell the same amount of groceries each month. This is not because the salesperson's skills have changed throughout this period but more because of the natural variation. If however, the sales plummet due to road works outside the shop, then this is out of the hands of the salesperson and attributable to a significantly difference variation. These two types of variation are known as "Common causes" and "Special causes". 

Special causes are often assignable, such as changing shifts, change of operator, tool breakages. Whereas, common causes are inherent in the process and remain, even when all special causes have been eliminated. Every machine has a natural variation and will produce a predictable number of defects. As 80% of improvement lies in the common category, any significant improvement can only be made with management action, 80% of improvement requires management action. Therefore it can be seen that incentives and other actions can only effect a minority of the potential without some form of sustained management effort.

Failure of management to plan and foresee problems results in waste of manpower, materials, and machine time which, must be taken up within the selling price. Both Deming and logic dictate this will not always be acceptable to the customer.

Failure to realise that the customer is the most important part of the production line can only feed the rot of steady decline.

Deadly diseases 

1. Lack of consistency of purpose

2. Emphasis on short-term profits

3. Reliance on performance appraisal and merits

4. Staff mobility

5. Reliance on financial figures

6. Excessive medical costs

7. Excessive legal costs

14 Points (a complete management philosophy)

The 14 points for management were produced so that people could understand and implement the changes in management style. Adoption and action of these points, Deming said, was a clear signal, irrespective of the size or sector of the business that management intend to succeed.

a) Maintain a consistent Quality message and purpose towards improvement. This should not vary with department, time or customer

b) Quality requires a commitment to continuously improve. Your competition is doing so and your customer expects you to

c) Switch to defect prevention approach rather then the defect detection. Check the process rather than the product. Prevent the process going wrong rather then looking at scrap and stopping the process to put it right

d) It is more important that business is awarded on quality, reliability of delivery and commitment to improve rather than the lowest price quoted. It is mutually beneficial to build partnerships with suppliers.

e) Constantly improve the production system or service to reduce the cost, throughout the business, services and support.

f) Train employees to understand the concepts of variation, SPC, improvement and total quality approach. Make everyone aware they are responsible for and contribute towards quality

g) Establish an environment for improvement and dispel any fears of change. Remove the feeling that quality improvement will penalise employees

h) Change Supervision to coaching and support. Eliminate the blame culture. Manage the staff resource and invest in a future partnership

i) Irradiate organisational barriers to Quality Improvement. Remove departmental and communication barriers and anything that prevents customer complaints being actioned at the most appropriate place

j) Discard unrealistic targets and meaningless slogans. Identify the real issues and performance instead of encouraging adversarial reactions.

k) With regard to natural variation, standards and numerical quotas that are beyond the control of employees should not be penalised. Natural variation states that no standard or quota can be exact and without variation.

l) Encourage employees to have pride in their work. Eradicate barriers that prevent it (unrealistic quotas, short-term vision rather then quality and lack of investment). Establish group schemes based on quality and improvement.

m) Train and educate for self-improvement. Education must be widely based, relevant and continuing.

n) Create and maintain an organisation to support these rules. The plan is essentially a long-term endeavour and philosophy.

The Deming cycle

The Plan, Do, Check, Act (PDCA) cycle is an all-encompassing improvement methodology.

· Plan what to do.

· Could be design features or an improvement in the process itself. Use Pareto analysis to identify the most important aspects.

· Do the experimentation.

· Explore the problem by experimentation, identify and investigate causes.

· Check the solutions.

· To see if the assumptions and ideas were correct.

· Act on the results.

· Implement on a scale appropriate to the problem. If successful, make it part of normal working practice.

Juran

His concepts of "Breakthrough", "The internal customer" and the "Quality Trilogy" did much to build on the foundation of business improvement established by the other quality gurus. Expanded on the use of Pareto analysis for effective problem targeting, "cost of quality" and the concept of company "quality councils".

Juran maintained that quality was intrinsically linked to product satisfaction and dissatisfaction. Satisfaction in this context was the superior performance or features, where as the dissatisfaction was the deficiencies or defects in the product or service. These two distinct areas were concerned with matching customer requirements (the external dimension) and building the product or service correctly (the internal dimension).

Juran's well-known definition, "Fit for purpose" needs further clarification. For whose purpose and what's the real purpose. As there are many customers both internal and external to the business, Juran maintained that quality begins with who, how and why these customers will use it, without this information any improvement will be guesswork. Illustrating this point by stating a dangerous product could meet all specifications and still not be fit for use.  More recently, his "Big Q" concept of quality not being just about manufacturing but extends across organisational links and onto the customers.

Internal customer

Juran realised that the customer was not just the end customer and that each person along the chain has an internal customer, and as such is supplier to the next in the chain. Therefore Juran maintained that at each stage.

"Three role model": supplier, process and customer

The "three role model" represents a breaking down of the complete cycle into numerous opportunities for ongoing process and business improvement. Emphasising that quality improvements can be identified and achieved throughout the complete cycle from the original customer need through to the receiving external customer.

By exploring the complete lifecycle, Juran points out that the "big picture" must include suppliers and in so doing brings into the equation Purchasing and Sub-contract as prime elements to maintaining product quality.  By accepting that the cycle starts and ends with the customer, it can be seen how important the concept is.

Cost of quality

The cost of quality, or not getting it right first time, Juran maintained should be recorded and analysed and classified into failure costs, appraisal costs and prevention costs. 

Failure costs. Scrap, rework, corrective actions, warranty claims, customer complaints and loss of custom

Appraisal costs. Inspection, compliance auditing and investigations

Prevention costs. Training, preventive auditing and process improvement implementation

Quality trilogy

Juran's view is that, "Quality does not happen by accident it must be planned".   

Quality has the three elements of 

· Quality Planning

· Quality Control 

· Quality Improvement 

These run parallel to budgeting, cost control and cost reduction

The key elements required to implement a company-wide strategy are 

· Identify customer needs

· Define quality goals

· Identify and implement quality measures

· Plan process capability

· Continually monitor results to reduced manufacturing and non-manufacturing errors.   

All this supports his theory that quality is not free and there is a point where conformance is more costly than the value of the quality obtained.

Ishikawa

Widely regarded as the father and pioneer of the "Quality circles" in Japan in the 60's, was the leading Japanese contributor to quality management. Ishikawa concentrated on bringing Statistical Techniques to all areas of industry, emphasising good data collection, presentation and analysis. These included diagrammatic techniques such as Pareto, and cause and effect (Ishikawa Fishbone), which he considered as essentially easy to understand visual devices for the improvement teams, supplemented Control Charts, Scatter diagrams, Binomial probability and sampling techniques.

Company-wide quality

Ishikawa built on Feigenbaum's concept of total quality and suggested that all employees have a greater role to play, arguing that an over-reliance on the quality professional would limit the potential for improvement. Maintaining that a company-wide participation was required from the top management to the front-line staff. As every area of an organisation can affect quality, all areas should study statistical techniques and implement as required with internal and external Quality Audit programmes. 

To illustrate this viewpoint Ishikawa said, 

"The results of these company-wide activities are remarkable, not only in ensuring the quality of industrial products but also in their contribution to the company's overall business". Under the "company-wide" Ishikawa umbrella are not just a company's internal quality control activities but also the company itself, the quality of management, human respect, after sales service and customer care. 

Quality circles

The Quality Circle is a main ingredient of Ishikawa's company-wide quality control consisting typically of 5 - 10 personnel who meet at regular intervals. Led by a supervisor or team leader, they aim to contribute to and improve processes and activities, build up job satisfaction and company loyalty, and utilise existing and hidden resource potential. As part of membership, each member should be fully conversant with statistical quality control techniques and related methodologies in order to achieve quality improvement.

Wherever possible, the quality circles should be encouraged to implement improvements and solutions themselves, or present to higher management suggestions; which identifies an additional training requirement of data presentation and reporting. 

This naturally produces an environment where operators are continually looking for solutions to problems, gaining a greater commercial awareness with an ability to "stand back" from the process, greater involvement and at the same time develop by using quality tools.

Benchmarking

Why benchmarking?

In recent years benchmarking has earned its place in the league of new management fads. In many respects as with other 'new ideas' the name is not new, neither are many of the principles; what perhaps is different is that benchmarking is now used as the search for best practice. 

This need has been caused by a number of factors: 

16. Tough economic conditions and the need for step changes in performance 

New forms of competition, even in the public sector, often from unexpected quarters.

The interest in National Quality Awards, the subsequent use of self-assessment techniques and their insistence upon external comparators, ie benchmarks. The EFQM Award (Europe); British Quality Award - and what is increasingly referred to as the "Excellence Model". 

Is it a passing trend?

Benchmarking is a long established work, which has recently become fashionable and hence labelled, by many, as yet another management fad. It simply means setting a point of reference or comparison. 

Too many TQM initiatives have run out of small incremental improvements, or evolutionary changes and plateau. A breakthrough or step change is then required to achieve higher continuous levels of improvement. Also if your competition is improving at a faster rate then the only way you can improve your relative quality is to find a quantum leap or breakthrough. 

The big change for many is simply to start looking outwards. Organisations often get so absorbed with their own improvement initiatives that they forget to keep an eye on what others are up to. But benchmarking is often at its most successful when it reviews best practice from completely different organisations.

Which is your organisation?

· external perspective, market driven, proactive, innovative, fully conversant with user requirements, etc.? 

or 

· inward looking, reactive, not user orientated, experts at the status quo? 

Even the most sophisticated and advanced organisations are striving to get better at being better - and benchmarking helps.

Benchmarking and the learning organisation

Benchmarking can, and should, have a substantial impact upon the organisation. Leaders, managers, and staff - all employees learn new things all the time, often from mistakes! Through analysis of performance gaps and the process of benchmarking and understanding, new ways of doing things upgrade the competence of the whole organisation. In this way a new platform is established from which yet further skills can be developed - and then in turn be improved upon.

By helping to persuade people that being the best means "... being constantly willing to learn and change", benchmarking can thus help to achieve desired changes in organisational culture. Benchmarking provides a rich basis for the development of new skills:

Knowledge - from different environments

Motivation - drive for continuous improvement 

Learning - the opportunity to apply new skills 

Values - encourage individuals and groups to all pull in the same direction

What is involved? - The key steps

Organisations develop their own detailed approach to benchmarking, but typically the key steps are:

a. Deciding what process to benchmark. One way of selecting suitable processes is to review the costs, looking for areas of business improvement potential. 

b. It is then necessary to collect data and understand your own internal process. This is usually done by mapping the process - breaking the work into small elements and identifying the flows of information, materials, product, etc. For key elements review inputs and outputs, which ones add value for example? Is it the way the user wants? Identify the results of the process and the key performance measures that are then applicable. Having done this analysis thoroughly you are in a position to find out how others undertake a similar process. 

c. In terms of who you can learn from, some of the best gains have come from outside your own industry:

· hospital theatre scheduling compared with a high performing airline scheduling process 

· a computer distributor learning from a major high street retailer 

d. Adapt and improve. Analysis is now required to see how your own performance can be improved: look-copy-adapt- improve. This is really the stage of making it happen, getting people involved.

	UNTRUTHS
	TRUTHS

	Just a competitor analysis. Actually looking in detail at specific processes, which may or may not be at competitors.
	Senior management support. Based on commitment, understanding and participation. 

	Copying. In some cases why reinvent the wheel? Usually a case of looking and improving, rarely are the circumstances such that you want to copy anyway. 
	Understand own process. A prerequisite to finding out more from others. 

	Just numbers. The way things are done is often the key. Understanding the process is a discipline, as is having the right measures. 
	Team process. Involve the people concerned, who really know the current work and gain their enthusiasm in making improvements. 

	Only manufacturing. Applies to all sectors and equally to administration, sales, finance etc. 
	Planning. The approach needs organising, championing and monitoring with goals etc. 

	Competitors won't share. Don't expect them to share everything. That still leaves lots that could be reviewed and help the industry as a whole to grow. 
	Part of strategy. Requires thinking about critical success factors and could have a major impact on achieving business strategy. 


Conclusion

Benchmarking should be seen as an essential part of an organisation's strategic development. Increasingly, benchmarking is regarded as a critical factor in any TQM initiative because of the need to avoid becoming too inward looking.

Benchmarking should facilitate organisational growth through organisational learning and continuous improvement. This should not, however, be simply assumed but verified through measurement.

SECTION 4 – Product and service improvement 

Continuous improvement
Continuous improvement is not a tool or technique as such - more a way of life (or at least a cultural approach to quality improvement) - and the concept of continuous improvement has to be set in the context of 'the quality movement'. 'Quality' as a business issue - in the way we know it now - arose with labour specialisation, mass production and automation techniques - techniques which moved away from the traditional expert craftsman approach to quality. 

In the new world of 'factories' and mass production, inspecting each part and passing only those that met specifications obtained quality. This was true until 1931 when Walter A. Shewhart, a statistician at the Hawthorne plant at Western Electric published his book Economic Control of Quality of Manufactured Product. This book is the foundation of modern statistical process control (SPC) and provides the basis for the philosophy of total quality management or continuous process improvement for improving processes. 

With statistical process control, quality inspection of each individual part produced is no longer used - the process is monitored through sampling. Dependent on the results from the sample, adjustments are made to the process to ensure 'quality' production. This approach emphasises the continuing, never-ending nature of process improvement. The cycle is really a simple feedback loop system. 

PLAN 

A plan is developed to improve a process. 

DO 

The plan is tested in a small field test. 

CHECK 

The results of the test are assessed. 

ACT 

If successful, the plan is implemented. 

The improvement process then begins again and the cycle is repeated. The repetition of the PDCA cycle, with each cycle producing improvement, leads us to the term continuous improvement. 

The introduction of continuous improvement is by means of communication, involvement, process development and training.  Line managers play a key role in all these activities.

Communication

Top management takes the lead by communicating the values governing continuous improvement, emphasising the need for everyone to be involved, and setting out strategic goals.

Line managers develop the top management message into association with their teams, translating it into their own departmental context and agreeing team goals.

Involvement

The achievement of continuous involvement should involve everyone in the organisation.  An IRS survey (No.624, 1997) established that group activities were the most common employee-involvement strategy.  Involvement can be organised formally by means of

· Improvement groups

· Problem-solving teams

· Quality circles

Process development

The development of continuous improvement is partly about creating an infrastructure of involvement process and is also concerned with developing appropriate tools and assessment procedures:

· Suggestion schemes

· Improvement groups

· Quality projects

· Quality task groups

Developing and training

The purpose of education is to increase awareness of the need for continuous improvement.

· Awareness and education courses to get everyone thinking and working in groups

· This sort of education aims to change behaviour and by doing so encourage the right sort of attitude to improvement

· Training courses may be held to impart problem-solving and decision-making skills

The role of line managers

Although continuous improvement involves the whole workforce, line managers still have a key role to play.  It is up to managers to ensure that ideas are put into practice.  Where improvement groups are not voluntary, line managers have an even more important role in gaining participation and commitment and providing supporting, rather than issuing directions.

Line managers in an active continuous-improvement environment act as enablers, consultants, facilitators and coaches to individual employees.

Kaizen

Adopting Kaizen involves the creation of a culture of sustained continuous improvement focusing on eliminating waste in all systems and processes of an organisation. There are two essential elements that make up Kaizen: 

· improvement/change for the better

· ongoing/continuity. 

A system/culture that lacks either of these is not true Kaizen. Thus, maintaining existing ways of working (good though they may be) lacks the essential 'improvement' element, though it ensures continuity. Similarly, 'breakthrough' improvement, not backed up by effective ongoing improvement, lacks the element of continuity. Kaizen should contain both elements. Kaizen is not consistent with the saying "If it ain't broke, don't fix it". 

Kaizen achieves its effects by working through people. All are expected to be involved. Managers, for example, are expected to spend about half their time on improving what they (and those for whom they are responsible) do. 

Kaizen recognises that improvements can be small or large. Many small improvements can make a big change - so Kaizen works at a detailed level. 

The principles/approach behind Kaizen are: 

1. Discard conventional fixed ideas.

2. Think of how to do it, not why it cannot be done.

3. Do not make excuses. Start by questioning current practices.

4. Do not seek perfection. Do it right away even if it will only achieve 50% of target.

5. If you make a mistake, correct it right away.

6. Throw wisdom at a problem, not money.

7. Ask 'WHY?" five times and seek root causes.

8. Seek the wisdom of ten people rather than the knowledge of one.

9. Don't ask workers to leave their brains at the factory gate. 

Kaizen is thus a (relatively) low cost, simple, team-based approach

· Team are trained in the techniques and tools of Kaizen

· Teams then brainstorm improvement ideas and vote on them for priority action. 

· Teams then create an action/implementation plan which is submitted to management for approval. 

· If it is approved, the team then sets about implementation (with professional help if appropriate). 

· The team then meets weekly to review progress, identify/overcome barriers, celebrate successes, and document the resulting changed processes

Product life cycle

We define a product as "anything that is capable of satisfying customer needs”. This definition includes both physical products (e.g. cars, washing machines, DVD players) as well as services (e.g. insurance, banking, health care). 

Organisations should manage their products carefully over time to ensure that they deliver products that continue to meet customer wants. The process of managing groups of brands and product lines is called portfolio planning. The stages through which individual products develop over time are commonly known as the "Product Life Cycle".

The classic product life cycle has four stages (illustrated in the diagram below): 
Firms will often try to use extension strategies. These are techniques to try to delay the decline stage of the product life cycle. The maturity stage is a good stage for the company in terms of generating cash. The costs of developing the product and establishing it in the market are paid and it tends to then be at a profitable stage. The longer the company can extend this stage the better it will be for them.

Introduction stage

At the Introduction (or development) Stage market size and growth is slight. it is possible that substantial research and development costs have been incurred in getting the product to this stage. In addition, marketing costs may be high in order to test the market, undergo launch promotion and set up distribution channels. It is highly unlikely that companies will make profits on products at the Introduction Stage. Products at this stage have to be carefully monitored to ensure that they start to grow. Otherwise, the best option may be to withdraw or end the product.

Growth stage

The Growth Stage is characterised by rapid growth in sales and profits. Profits arise due to an increase in output (economies of scale) and possibly better prices. At this stage, it is cheaper for businesses to invest in increasing their market share as well as enjoying the overall growth of the market. Accordingly, significant promotional resources are traditionally invested in products that are firmly in the Growth Stage.

Maturity stage

The Maturity Stage is, perhaps, the most common stage for all markets. it is in this stage that competition is most intense as companies fight to maintain their market share. Here, both marketing and finance become key activities. Marketing spend has to be monitored carefully, since any significant moves are likely to be copied by competitors. The Maturity Stage is the time when the market as a whole earns most profit. Any expenditure on research and development is likely to be restricted to product modification and improvement and perhaps to improve production efficiency and quality.

Decline stage

In the Decline Stage, the market is shrinking, reducing the overall amount of profit that can be shared amongst the remaining competitors. At this stage, great care has to be taken to manage the product carefully. It may be possible to take out some production cost, to transfer production to a cheaper facility, sell the product into other, cheaper markets. Care should be taken to control the amount of stocks of the product. Ultimately, depending on whether the product remains profitable, a company may decide to end the product.

Examples - Set out below are some suggested examples of products that are currently at different stages of the product life cycle:

	INTRODUCTION
	GROWTH
	MATURITY
	DECLINE

	Third generation mobile phones
	Portable DVD Players
	Personal Computers
	Typewriters

	E-conferencing
	Email
	Faxes
	Handwritten letters

	All-in-one racing skin-suits 
	Breathable synthetic fabrics
	Cotton t-shirts
	Shell Suits

	Iris-based personal identity cards 
	Smart cards
	Credit cards
	Cheque books


Application to the public sector

The ‘Product Life Cycle’ may on the surface look unrelated to the needs of the Public Sector, but the concept of a ‘Political Product’ may make this easier to understand!

Development - at this point your new service provision is only an idea. (maybe a politician’s idea?)  You're investing time in research and development.

Introduction - you launch your new service provision. You're spending time and energy in promoting this new service to both ‘customers’ and your own organisation. It is generously funded and, because both service users and staff used in service delivery are carefully selected, you achieve good results.

Growth - your service provision is establishing itself. The service is popular and well funded by government and special initiative funding. Now's the time to work out how you can reduce the costs of delivering this service and make it organisation wide.

Maturity – expansion of the service provision is slowing or has even stopped. You've been able to reduce costs, but less specialist staff delivering and a broader base of service users means quality and results are declining. Now is likely to be the time to consider developing a new service provision. 

Decline - new initiatives have been developed and funding shifted to support these. The political climate has shifted. The service is in decline!

Just-in-time 

Just-in-time (JIT) ideas have, arguably, been the most significant influence on manufacturing operations in the last twenty years. Not only that, but it has also had an impact on service operations, especially ‘back-office’ service operations.

Just in time (JIT) is an inventory strategy implemented to improve the return on investment of a business by reducing in-process inventory and its associated costs. The process is driven by a series of signals, or Kanban that tell production processes to make the next part. Kanban are usually simple visual signals, such as the presence or absence of a part on a shelf. JIT causes dramatic improvements in a manufacturing organisation's return on investment, quality, and efficiency.

Increasingly JIT is being called lean operations practice. In this form it has broadened to become a philosophy of how operations should be managed. This philosophy stresses an avoidance of waste in all its forms, high levels of quality and reliability and fast throughput time of transformed resources. However, some authorities would argue that it is misleading to separate out JIT as a distinct and separate philosophy of operations management. They would argue that so many JIT principles are now accepted as the orthodoxy in operations management that these principles should be applied throughout the subject. While this may be true we believe it is still worth separating out JIT as a coherent set of ideas, the better to understand how they impact on all types of operations activity.

What is just in time? 

Perhaps the most important insight into the JIT approach is the role of inventory in preventing an operation from understanding its underlying problems. High levels of inventory act to disguise the real state of an operation and prevent the people in the operation from being motivated to co-operate in making their joint processes more efficient.

When JIT was first articulated in the early 1980s, it was tremendously counter-intuitive. Many people at the time had great difficulty in understanding what the JIT approach was trying to do and then accepting that such a different approach could improve their operations. For years inventory had been regarded as something which was necessary to keep the operation running. Furthermore, keeping the operation running was seen as the main objective of operations management. The utilisation of processes was regarded as the ultimate measure of how effectively operations managers were using their assets.

Unfortunately, some people who saw the benefits of JIT went too far in the opposite direction. They led to an almost evangelical campaign against all types of inventory within any operation. They tried to raise quality standards, sometimes too far and too fast. This led to some implementations of JIT not being as effective as they could have been. However, now most operations managers understand the power behind the JIT logic and apply it is a sensible and appropriate manner.

JIT as philosophy, techniques and planning and control method 

At the highest-level JIT is seen as a philosophy or general approach to operations management. 

Its three main pillars are the elimination of waste, the involvement of all staff in the operation and the adoption of continuous improvement ideas.

At one level below that JIT is seen as a set of techniques which incorporate and operationalise the JIT philosophy. Some of these techniques (but only some of them) are aimed at planning and controlling operations activities. While this seems a little confusing, in some ways it is the very strength of the JIT approach. It does not separate its overall approach from its objectives or the techniques needed to make it happen in practice.

JIT in services 

Although JIT was developed in manufacturing operations, many of its ideas can be adapted for service processes. In some ‘back-office’ service operation this is not too difficult. In high visibility service operations with high degrees of customer contact, it is less easy. Nevertheless going back to the original three principles of the JIT philosophy (avoid waste, involve everyone, improve continuously) one can see how there is no fundamental clash between such principles and any kind of service operation. 

The example of an American hospital illustrates this.

Temple University Hospital, Pennsylvania 

The Temple University Hospital in Pennsylvania in the USA is a 500-bed, acute-care, university-affiliated teaching hospital. The array of services provided covers 11 surgical areas, including cardio-thoracic, neurology, and orthopaedics. It uses the latest surgical technology and carries out 11 000 procedures per year in a new building housing 14 operating rooms. 

Before changing its methods, Temple Hospital held high inventories of materials. Eleven charge nurses staffed the 14 operating rooms (ORs), each nurse dedicated to a surgical speciality. Their prime task was to ensure that the materials, which were needed for operations by the physicians, were always available. Physicians used different supply sources for the same operation, and each nurse had an individual system for controlling materials. Case carts, which hold the materials ready for the operations, were located along the rear corridor of the building. Stocks of materials were held in cabinets and storage rooms in the operating rooms and elsewhere. A further buffer stock was held in a central store, which is not shown in the figure. Cabinets and storage rooms were kept full. The goal for charge nurses was to provide a 100 per cent service to the physicians. It was important never to run out of anything, which might be needed. As a result, numerous parts were kept as ‘squirrel stocks’, including expensive items like artificial joints. The material inventory was estimated at $750 000, of which $80 000 was estimated to be obsolete. In effect the hospital was a good example of a ‘just-in-case’ stock policy.
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In the USA, the government pays for the treatment of about 40 per cent of patients through the Medical Aid (Medicaid) system. In order to control costs, 460 ‘Diagnostic-Related Groups’ (DRGs) were defined. DRGs limit the amount that a hospital can charge for a defined operation, and lead to hospitals being paid on a ‘cost-to-deliver’ basis. The DRG specifies standard materials, which must be used in the operation in order to encourage tighter control. In effect, DRGs define the bill of materials for a given operation. Once hospitals had accepted the concept of DRGs, the insurance companies followed suit. This encouraged the standardization of methods by the physicians themselves. It also provided an attractive opportunity. If surgery could be predicted in advance, a master schedule could be defined and material requirements could be forecast.

The planning and control breakthrough at Temple was to recognize the value of the operating room controller, who had hitherto been an under-utilized resource. He or she was in a position to schedule operations up to two weeks ahead, which was well above the lead-time for most materials (average three days). It was possible, therefore, to arrive at a master schedule, and to input this into the material procurement system. This enabled operation-specific materials to be scheduled by means of DRGs.

The materials management system at Temple University Hospital was implemented at three levels as follows:

· An exchange-cart system. This is used for general-purpose materials such as bandages and sutures. These are supplied on a ‘pull’ basis by Central Supply & Distribution (CSD), which maintains stocks on a real-time computer system. Bar coding and computer terminals at the receiving areas are used to check receipt of carts. Availability of these materials is assured by flow of a few fully stocked exchange carts from CSD to the operating rooms several times a day. The carts themselves act as a kanban
 between CSD and the theatres

· A case-cart system. This is used for materials associated with specific surgical procedures. By scheduling operations through the planning and control system, the relevant materials are called up for the given procedure and surgeon. Purchasing personnel order materials called up for all operations. CSD personnel then make up case carts containing all such intermediate-value materials. These are delivered on a JIT basis to the operating rooms                                                                             

· The high-value speciality item. The bill of materials has been designed to identify special delivery requirements for these parts. Suppliers bypass the normal delivery to CSD, and instead deliver directly to the given operating room, also on a JIT basis.

The implementation of the new low-stock JIT system required that surgeons needed to be convinced that the system’s reliability would be at least as good as the previous method. Communication between material suppliers and the operating areas needed to be such that there was confidence to operate with low stocks. 

After implementation it was accepted that the JIT system had actually improved communication links. Eliminating buffer stocks had the effect of forcing improved integration between the surgeons, the nurses, CSD, purchasing and finance.

Exercise: Process mapping and improvement

This Exercise revisits the technique of process mapping, covered during Module 1.  The difference this time, is that you are asked to identify specific process improvements as a result of your mapping exercise.

Step 1

Identify a process with room for improvement

Step 2

Identify the group(s) likely to benefit most from process redesign or improvement.  Ideally these should be categories of people who:

Share common characteristics

Are present in a relatively high volume

Use the process/service in a fairly predictable way.

Step 3

Define the objectives, scope and focus of the process mapping exercise.

Step 4

Map the process

Key stages of the actual mapping work are as follows:

· Define and agree the group of service/process users to be mapped

· Define and agree the scope –the first and last step of the process to be mapped - be careful not to limit the process unnecessarily

· Identify all staff groups involved in delivery of this process

· Identify each stage of the process

· Record (on post-it notes or flip charts) who does what 

Step 5

Analyse the process

· How many steps are there? This is often a real revelation.

· How many interfaces are there between different people involved in the process?

· What is the approximate time taken for each step (task time)?

· What is the approximate time between each step (wait time)?

· What is the approximate time between the first and the last step?

· How many steps add no value? 

· Where are there problems? What do people complain about?  Where do delays, confusion or conflicts occur?

Ask:

· Are end users getting the most appropriate service?

· Is the most appropriate person providing the service?

· Is the service being delivered at the most appropriate time, in the ideal location?

At the steps where there are the longest delays:

Keep asking ‘why’ to try to discover the real reason for the delay.

Look to see if work is ‘batched’. This is when the work accumulates for hours, or even days, before it is considered to be enough to bother attending to

Identify the experts involved in the process (these are people with the technical skills critical to service delivery).  Are they doing “what they should be doing”, or is their time taken up with non-essential tasks?

· Map in more detail those parts of the process where there are particular waits and delays. These are often the parallel processes for decision-making or administration

· Map bottlenecks in detail to make sure you really understand what is going on: to the level of what one person does, in one place, with one piece of equipment, at one time

· Look carefully for the true constraint. The constraint is often a lack of availability of a specific skill or piece of equipment. 

· Keep asking ‘why’ to try to discover the real reason for the delay

Step 6

Make your recommendations for improvement.
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Measure Clients’ Expectations & Priorities








Set Targets & Develop Service Improvement Plan





Implement, Monitor, Measure & Ensure Accountability





Staff Involvement








Where Are We Now?








Where Do Our Clients Want Us To Be?








How Will We Get There?








How Do We Make It Happen?














� The Japanese word Kanban translates literally to "sign" or "instruction card."


Kanban is a signaling system. As its name suggests, Kanban uses cards to signal the need for an item. Other devices such as plastic markers (Kanban squares) or balls (often golf balls) can also be used to trigger the movement, production, or supply of a unit in a factory.


For example, in the production of a widget, the operator has two shelves, one on either side of the workplace. The raw materials arrive on one shelf and the finished article on the other. These shelves act as kanbans.The outgoing kanban signals the customer's need so that when it is empty, the operator must produce one more widget.





PAGE  
4

