Chl. Introduction to TQOM

Quiality- Definitions:

1. “Quality is physical or non-physical characteristics that constitutes basic
nature of a thing or is one of its distinguishing features”. {Webster’s
Dictionary}

2. {Crosby 1979} has defined Quality as “Quality is the conformance to
requirements or specifications”.

3. A more general definition of quality is given by {Juran as1974} “Quality is
fitness for use.” Quality is degree of goodness of a product or service as perceived
by the customer. It is the way business organizations perform their business
activities that focuses on two things:

1) Meeting the customers’ needs and expectations

I1) Doing it in an efficient manner

4. Definition by Feigenbaum Quality is somewhat intangible aspect which is
based on perception. It can be quantified as follows:

Q=P
E

Where Q= Quiality
P=Performance E=Expectations

TQM Concepts:

TQM is a new way of thinking about the organization or a business firm. TQM is
both a philosophy and a set of guiding principles that represent foundation of a
continuously improving organization. TQM integrates fundamental management
techniques, existing improvement efforts, and technical tools under a disciplined
approach focused on continuous improvement. It is an enhancement to the
traditional way of doing business.

Six Basic concepts of TQM:
1. A committed and involved top management to provide long-term, top to bottom
organizational support.

2. Focus on the customer, both internally (employees) and externally (buyers).
3. Effective involvement and utilization of the entire work force.




4. Continuous improvement of the business and production processes.
5. Treating suppliers as partners called supplier partnering.
6. Establish performance measures for the processes.

1. A committed and involved top management to provide long-term, top to
bottom organizational support.

The leaders of an organization play a vital role in the development of quality
culture in the organization. The quality culture of an organization is the reflection
of the traits of the top management. Top management must participate in the
quality program. A quality council must be established in the organization to
develop a clear vision, set long term goals and direct the program. Quality goals
must be included in the business plan of the organization. Managers must establish
an annual quality improvement program and involve input from entire work force.

2. Focus on internal and external customers:

Managers must listen to the suggestions and recommendations made by the
employees to improve quality. This aspect of listening to the voice of customers
leads to the emphasis of design quality and defect prevention. Every function in an
organization should be done right the first time and every time because customer
satisfaction is the most important consideration in TQM.

3. Effective involvement of the entire work force:

TQM is everyone’s responsibility in an organization. All workers in an
organization must be oriented towards TQM and all personnel must be trained in
TQM, statistical process control and other appropriate quality improvement skills
so that they can effectively & efficiently participate in TQM as a team.

4. Continuous improvement of the business and production process:

Continuous improvement refers to constant refinement and improvement of
products, services and organizational systems to yield improved value to
consumers. A disciplined improvement that can hold the gains made through
quality orientation is necessary. Areas such as on-time delivery, scrap reduction,
supplier management, customer satisfaction, etc. are good quality aspects to begin
continuous improvement.




5. Treating suppliers as partners or supplier partnering or supplier teaming:

Organizations have realized that vendors are no more external entities but a part of
their business process, whatever efforts are taken up by an organization to improve
its quality may not be enough if the suppliers are not involved. To produce quality
output one needs good quality raw material. Only if the suppliers are providing the
organization with good quality raw material, the organization will be able to
produce good quality output and thereby ensure customer satisfaction, cost
reduction, etc.

6. Establish performance measures for the processes:

Performance measure is an integral part of the quality process. If an organization
cannot measure its progress, it is useless for it to go on a quality journey.
Performance measures such as percentage of nonconformance, absenteeism,
customer satisfaction, etc. should be determined for each functional area

The advantages of total quality management (TQM) include:

e Cost reduction. When applied consistently over time, TQM can reduce costs
throughout an organization, especially in the areas of scrap, rework, field
service, and warranty cost reduction. Since these cost reductions flow
straight through to bottom-line profits without any additional costs being
incurred, there can be a startling increase in profitability.

e Productivity improvement. Productivity increases significantly, since
employees are spending much less of their time chasing down and correcting
errors. Increased productivity means more output per employee, which
typically results in increased profits.

e Customer satisfaction. Since the company has better products and services,
and its interactions with customers are relatively error-free, there should be
fewer customer complaints. Fewer complaints may also mean that the
resources devoted to customer service can be reduced. A higher level of
customer satisfaction may also lead to increased market share, as existing
customers act on the company's behalf to bring in more customers.

e Defect reduction. TQM has a strong emphasis on improving quality within a
process, rather than inspecting quality into a process. This not only reduces
the time needed to fix errors, but makes it less necessary to employ a team of
quality assurance personnel.

e Morale. The ongoing and proven success of TQM, and in particular the
participation of employees in that success can lead to a noticeable
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improvement in employee morale, which in turn reduces employee turnover,
and therefore reduces the cost of hiring and training new employees.

Barriers in TQM

Adebanjo and Kehoe (1998), who studied TQM implementation in UK
manufacturing organizations, identified quality problems as listed below:

Upper management does not insist on systematic measuring of customer
satisfaction level and training programs.

Lack of training programs to enhance workers’ skills and involvement in
quality improvement activities.

Organizations do not place enough importance on cases of goods returned
nor relate such cases to customers.

Many organizations do not involve suppliers when making improvements to
products and in general suppliers have difficulties in meeting the
organizations’ requirements.

Insufficient teamwork facilitators and team building techniques such as
Belbin are not employed.

Worker evaluation lacks a systematic approach and hence salary adjustments
are not commensurate with job functions. Appreciation for contribution by
workers is not apparent.

Masters (1996) found the following contributing factors leading to ineffective
TQM implementation:

lack of management commitment;

weak comprehension of quality management;
inability to change organizational cultures;
lack of accuracy in quality planning;

absence of continuous training and education;
insufficient resources.

Cost of Quality- Prevention and Appraisal Cost

DEFINITION
Cost of Quality (COQ) is a measure that quantifies the cost of
control/conformance and the cost of failure of control/non-conformance. In




other words, it sums up the costs related to prevention and detection
of defects and the costs due to occurrences of defects.

« cost of quality: The total costs incurred on quality activities and issues and
often split into prevention costs, appraisal costs, internal failure costs and
external failure costs.

« Money spent beyond expected production costs (labor, materials,
equipment) to ensure that the product the customer receives is a quality
(defect free) product. The Cost of Quality includes prevention, appraisal, and
correction or repair costs.

EXPLANATION
« Cost of Control (Also known as Cost of Conformance)
v Prevention Cost

= The cost arises from efforts to prevent defects.

« Example: Quality Assurance costs
= Quality planning
« Statistical process control
= Investment in quality-related information systems
= Quality training and workforce development
= Product-design verification
= Systems development and management

v Appraisal Cost
= The cost arises from efforts to detect defects.
- Example: Quality Control costs
= Test and inspection of purchased materials
= Acceptance testing
= Inspection
= Testing
= Checking labor
= Setup for test or inspection
= Test and inspection equipment
= Quality audits
= Field testing

o Cost of Failure of Control (Also known as Cost of Non-Conformance)
v Internal Failure Cost
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The cost arises from defects identified internally and efforts to
correct them.
Example: Cost of Rework (Fixing of internal defects and re-
testing)

v External Failure Cost
The cost arises from defects identified by the client or end-users
and efforts to correct them.
Example: Cost of Rework (Fixing of external defects and re-
testing) and any other costs due to external defects (Product
service/liability/recall, etc)

FORMULA /CALCULATION

« Cost of Quality (COQ) = Cost of Control + Cost of Failure of Control

where
v Cost of Control = Prevention Cost + Appraisal Cost
v and
v Cost of Failure of Control = Internal Failure Cost + External Failure
Cost

Cost of Quality (COQ)

Cost of Control
(Prevention Cost + Appraisal Cost)

+
Cost of Failure of Control

(Internal Failure Cost + External Failure Cost)




Cost of Quality Example
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