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CHAPTER 1
THE NEW SYSTEM WORKS

Does your organization judge its product or service
quality by the day’s rejection rates? Does it foster competition
between its groups and individuals? Does it choose the supplier
that makes the lowest bid? Does it mainly focus on the quality
of its products? Is it confident that its waste amounts to no
more than 5 to 10 percent of sales? Although these practices
and attitudes have long been accepted in 20th-century Western
corporations, they will not be part of most corporations in the
21st century.

Only high-quality organizations doing high-quality work
can inevitably survive global competition, but Western
management is just beginning to realize that the science of
eliminating waste is linked to the creation of consistent quality
at low cost. People tend to attack waste haphazardly, when
they trip over it. And because they trip over relatively little
waste, they imagine that there is very little in their organizations.
But we have found that 30 to 40 percent of the work in most
organizations is wasted. Most of the waste is hidden in work
processes where it is difficult to find unless the organization
methodically searches for it, using the kinds of methods that
this book discusses. In particular, it is often in the work processes
of the Senior Management Team.

This book is different from many others about quality
because our obsession with eliminating waste leads us to focus
not on quality products--which any company can make if it
is willing to discard or rework a lot of inferior products--but
on quality processes. We will show you how to find the waste
in your organization, determine which processes need the most
immediate attention, and improve those processes to eliminate
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waste, lower costs, AND deliver high consistent quality products
and services that please customers. Rather than prescribe a
method for infusing quality into one particular area of business,
this book offers an entire system--connecting external and internal
customers and suppliers, the boardroom, the office, the research
and development lab, and the factory--as well as the tools to
analyze and improve that system.

QuALITY

The two halves of this book’s title—7he Quality Secret
and The Right Way To Manage—summarize both our goal
and our method for reaching that goal. The purpose of the
system of management we advocate is to satisfy and please
customers by creating low cost goods and services of consistent
high quality. And the secret to producing high quality products
and services is a management approach that emphasizes the
continuous improvement of work processes through the
elimination of waste.

Quality is no longer just an overused marketing buzzword
or a goal to mention once a year at board meetings. Quality
is SURVIVAL. Your organization will not last long if it does
not use high quality processes to produce high quality products
and services. A growing number of organizations around the
world--your competitors--have already joined the quality
revolution. But many organizations have been slow to see the
light. The next ten to twenty years will reveal whether their
delay will prove damaging or even fatal.

The popular press has been swamped with buzzwords
about quality: quality assurance, quality control, quality
management, quality function deployment. This profusion indicates
a lot of confusion as to just what QUALITY means. Most
of us instinctively recognize a high quality product or service.
It meets our functional and aesthetic needs in a superior manner.
But we have more difficulty trying to apply the word to an
organization. How does an organization produce high quality



SEcTION 11
Using THE TooLs AND APPLYING THE
CONCEPTS

Organizations get rid of the waste in their work processes
by applying the concepts introduced in the last section and
using the tools of The Right Way To Manage, including work
analysis, variation, charting, and imagineering. Imagineering comes
last in the sequence, even though it is the most important tool,
because work analysis and charting provide the facts upon which
to base imagineering.

This section explains how to apply the concepts
discussed in Chapter 2, introduces the tools, and then puts
the tools to work in the war against waste. Chapter 9, the
last in this section, presents a process improvement methodology,
an approach that draws upon everything else in the section.
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and it is measured in terms of the time it takes, what it costs,
and the quality of the work product. To measure the time taken,
the organization breaks down the work into tasks and sub-tasks.
To measure quality, the organization picks a method appropriate
for the task being measured. Calculating percentage of errors
is a good method for many clerical operations. It takes ingenuity
to find the best quality measure for types of work that do
not have error rates, rejection rates, or the like.

To analyze work, divide it into the six categories shown
in the pie chart. Obviously, the objective is to eliminate the
unnecessary work and unauthorized non-working time, minimize
the time spent on purely necessary work, and improve the quality
of value added work by reducing waste during the time spent
on it. Since much “necessary” work that does not add value
gets performed for internal customers—people or groups within
the same organization—analyze closely whether the internal
customer really needs something from the point of view of the
whole company and the external customer. Consider what things
the company really pays employees to do.

Figure 3-1 lists examples of the six categories of work:

Value Added Work (This is the only kind of
work our customers pay us to do!)

+ Working on the right things

+ Doing the right things right Unnecessary Work (All Other)

- Doin_g the right things right most of «+ Preparation of reports that no
the time one uses
+ Working at the right pace « Tasks that are part of system
but no one wants/needs

Necessary Work « Reading reports or attending

« Filling out expense reports meetings of no value to you

+ Approving expense reports + Working on the wrong things

« Traveling between plants

« Filing tax retums Not Working

« Taking physical inventory + Waiting time « Vacations

+ Idle time + Personal time

Unnecessary Work (Rework) + Breaks + Arrive late

+ Making errors « Interruptions + Holidays «+ Leave early

+Finding errors | Inspection

« Fixing errors
+ Complexities

+ Customer complaints
+ Redesign, etc.

Figure3-1
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SURVEYING THE EXPERTS

To find out what the experts know about the problems,
survey them. Sit down with each one and talk. You can find
out a great deal about problems in a process without getting
into a gripe session. Have certain questions prepared but also
encourage a general discussion. Or use a written survey.

Besides designing the survey to find out what you want,
you need to

1. Explain the purpose of the survey,

2. Tell what you plan to do as the result of the survey,
3. Give the results to the people surveyed,

4. Do what you said you were going to do in Item 2.

Sticking with those four elements may make the survey difficult
to design, but if you ignore them, your survey may be inaccurate
and may damage your relationship with the people.

If you are not prepared to do something with the results
of a survey, it is obviously a waste of time. And if you want
people’s thoughtful cooperation, they must know what you are
trying to do, and that you plan to take action based on the
results. That doesn’t mean you have to take every suggestion,
but you should be prepared to explain to people what you
can and cannot do, when, and why. If nothing comes out of
a survey, not even any communication, you will have lost people’s
cooperation. Therefore, limit your initial objectives. People will
understand that you can’t work on everything at once. In
surveying the experts, your main goal is to find problems,
complexities, errors, and unexploited opportunities.

A survey with limited objectives helped determine the
cause of erratic swings in yield in a ““clean room” coating process
for computer memory discs. People suspected dirt or
contamination but couldn’t find the source. A survey of all people
working in the area resulted in many suggestions but little
progress. But people kept working together, and finally a janitor
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—Process Improvement Methodology
Conway Process Improvement Methodology
—» 1. Search for opportunities; decide what to work on.
2. Clearly define the project. Select the improvement team.
3. Study the current process/situation.
4. Analyze causes; plan the improvement.
5. Carry out the improvement plan.
6. Study the effect of the changes.

7. Standardize the improved process.

—— 8. Assess progress and plan for the future.

Figure 9-1

1. SEARCH FOR OPPORTUNITIES; DECIDE
WHAT TO WORK ON.

The objectives of this step are to identify the waste;
identify the problem. Gather information in the ways discussed
in Chapters 3, 4, 5, and 8: 1) collect data, 2) survey customers,
suppliers, and the people doing the work, and 3) study the
work and the work processes. Use Pareto thinking to decide
what to work on and clearly define the problem. The more
specific you can be, the better.

2. CLEARLY DEFINE THE PROJECT; SELECT
THE IMPROVEMENT TEAM

The objectives of Step 2 are to clearly communicate
the problem, objective, scope and constraints of the project;
identify key performance measures; and select appropriate team
members and help them get started. Assign the waste/
opportunity a monetary value, even if it is only an estimate,
to help set priorities and to measure progress. Remember,



