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Abstract

There 1s currently worldwide interest in the implementation and effectiveness of
the quality management movement in financial service organisations. Especially the

effect Total Quality Management (TQM) has upon transforming an industry which is in a
state of considerable structural change, and in which the competition is intense.

The first stage of the research involves the assessment of the status of TQM in

banking organisations in the UK and Brazilian financial services sector. A questionnaire
was used to iInvestigate the perception of branch managers concerning the

implementation and majors issues of TQM within the financial services industry in the
UK and Brazil. Structured interviews with senior managers in charge of planning and
developing the quality initiatives in the organisations surveyed were performed to
investigate the strategies and models of the TQM implementation.

The collection of data in this study was conducted in two parts:

(1) In 1995 the fieldwork in the UK was carried out, this involved a survey questionnaire
with branch managers of fifteen High Street financial service organisations and a set of

interviews within two of the organisations surveyed.

(2) In 1996 the Brazilian fieldwork was carried out. This involved the survey
questionnaire with branch managers of ten High Street financial service organisations

and a set of interviews within seven of those organisations surveyed.

The analysis of the data obtained enable the identification of the current

approaches to the implementation of TQM; the effects of TQM i1n the financial services
sector in the UK and Brazil; and the current strategies applied and conceptual methods

used for implementing TQM in those organisations.

The second stage of the research presents the development of a TQM

implementation framework employing the Quality Function Deployment (QFD)
methodology. This has been designed to assist in the selection and formulation of the

most comprehensive TQM 1mplementation approach for a banking organisations in both
countries. The framework was designed as a proposal document to be used by quality
practitioners, top managers of organisations and quality management researchers who are

implementing TQM.
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Chapter 1: Introduction

1.1 - Introduction

As the world economy becomes more and more global, technology evolution has
forced organisations and governments around the world to being more committed than
ever before into improved competitiveness by increasing eamning via productivity and
raising standards of quality in services and products. The financial service industry is
transforming itself. Increased competition from non-traditional institutions, new
information technologies, declining processing costs, the erosion of product and
geographic boundarnies, growth of customers' knowledge, demand for better quality

product and services and less restrictive government regulation have all played a role.

The former methods of gaining and growing business have changed, and new
models of management have been called for to cope with the new business environment.
These new models call for financial services top managers to be far more knowledgeable
about their competitors and customer's needs and expectations within the market segment
that they wish to approach. Additionally, this new business environment has required

strong leadership, commitment for quality, and total employees involvement in the

business strategy in order to differentiate one bank from another and from the so called

non-banking competitors.

As a result, as has been the case in many other industries, quality has become a
predominant strategy for the financial service sector. Banking organisations have been
applying Total Quality Management (TQM) which 1s a management paradigm built on a
philosophy of never ending quality improvement that includes methods and tools

embracing management commitment, employee involvement, cross functional
management and strategic planning. Application of the principles of TQM is proving

attractive to major financial services organisations in UK and Brazil, in the expectation



that this will help them to deliver a better quality service, cope with the competition and

achieve greater customer satisfaction.

This chapter begins with a presentation of the background and purpose of this

study ( Section 1.2). This 1s followed by a description of the research aims and structures
(Section 1.3) adopted for this study. Then, in Sections 1.4 and 1.5 the scope and research

contribution are highlighted. The last section of this chapter, Section 1.6, lays out the

organisation of chapters for the whole thesis.

1.2 - Background to the Research

Throughout the 1980's and 1990's there has been increased growth in the
awareness and use of quality improvement activities. The importance of quality

management has been increasingly recognised mostly in the manufacturing sector.
Reichheld and Sasser (1990) emphasised the cost of poor quality in service industries and

suggested that improving quality by reducing defects can boost profits from 25 to 85 per

cent in financial service organisations.

The total quality 'movement’' can be identified as one of the key management
issues to appear in the 1980's. This is manifested by the emergence of quality 'gurus' and
therr followers such as Juran, Deming, Crosby, Feigenbaum, Ishikawa, Tagushi, Garvin
(in the US) and Oakland in the UK. The proliferation of articles, seminars, books and the

accumulating empincal evidence of the relationship between perceived quality, customer
value and market share, has ensured that the quality issue has moved to the top of the

management agenda in many US and European countries, and in the 1990's in South

American countries followed (Phillips et al., 1983: Zeithaml, 1988; Smith and Bender,
1990).



TQM philosophy, with specific regard to the financial service sector, has been
relatively neglected in terms of empinical research and it is a more recent phenomena
than in manufacturing. The whole question of the problems faced and benefits resulting
from implementing TQM in financial service organisations is under researched. Further,
banking organisations are facing problems in understanding a holistic TQM approach and

how it can be implemented successfully.

There are a large number of consultants, all offenng different methods of
implementation, varying from the methods of Juran, Crosby and Deming to their own
approaches. It is likely that the confusion over what is precisely the TQM philosophy,

which method of implementation to use and the lack of sufficient guidelines to assist in

this process have contributed to the number of disappointing TQM results.

The research described 1n this thesis, which is funded by CAPES - Ministry of

Education and Culture - Brazil, intends to assess and describe the TQM process in the
banking sector in the UK and Brazil. It is the first and largest academic research
conducted concerning quality management in the Brazilian financial service sector. The

motivation for this study can be greatly attributed to the researchers previous

management experience in the Brazilian banking institutions, as well as to his previous

research experience with TQM in financial services organisations (Longo, 1994), which

became the pilot work for this study.

1.3 - Aims and Structure of the Thesis
The two majors aims of this research were:

e To analyse the strategic approach and the perceived effects of present Total Quality
Management (TQM) programmes used by the financial services in the UK and the
Brazilian banking sector (described 1n Chapters 2, 5, 6 and 7).

e To develop a framework in order to assist top managers and quality management

academic practitioners to enhance the implementation of TQM programmes. To help

3



them understand quality management, its advantages and pitfalls, with a formulation

of a comprehensive approach for implementing a holistic TQM in financial service

organisations (descrnibed in Chapters 3, 8, and 9).

In order to achieve these aims, the research hypotheses aimed to assess current
TQM programmes were defined (described in Chapter 2). A broad literature review, was
carried out covering everything from Quality Management Paradigms to the most

advantageous quality tools such as Quality Function Deployment (QFD). This review
provided the theoretical background for the proposed enhanced TQM framework. The

diagram below (Figure 1.1) illustrates the logical structure of this research.

Background Theory

(CHAPTERs 3, 4,5, 6, 7, 8)

Step 2

Proposed Framework + Conclusions and Recommendations

Induction

Deduction
Definition of Research Objectives (CHAPTER 1)
Research Hypotheses
Step1 &2
Operationalization
Data collection and Analysis (CHAPTER 2 & APPENDIX)
Step 1
Findings + Refined Background Theory ; Interpretation

(CHAPTERs 9, 10)

Figure 1.1 - Research Structure
4



1.4 - Scope of Research

In the UK financial service sector, the implementation of quality management has

become 1mperative for organisations in order to cope with the competition and to retain

the increasingly sophisticated financial consumer.

In Brazil, after a long pertod of high inflation and economic instability, the

financial service sector 1s in an era of transformation, in which the companies have to

readapt to work 1n a country with stable economic growth and low inflation. Thus, the

quality management movement has been implemented as the one way in which

organisations can try to gain a competitive advantage aimed to deal with the emerging

middle class with an appetite for better quality financial services. As well as the

international competition, which has already arrived with the entrance of new powerful

players in the Brazilian banking retail sector, such as HSBC as well as the recent

expansion of Lloyds TSB operation in the country.

This research will empinically investigate the TOM movement 1n the UK and
Brazilian financial service organisations. Building upon the literature and existing

concepts of quality management, two pieces of fieldwork, composed of a questionnaire

and interviews were conducted. The 1dea was to assess and compare the strategies for the
implementation of TQM and to examine the perceived effects within the branch network
of the retail banking sector in both countries. The findings from the fieldwork provide

further understanding of TQM as it has been implemented in the financial service

organisations.

Further, a comprehensive framework is proposed for the implementation of a
holistic TQM philosophy for this sector and to provide the necessary recommendations

for enabling top managers, academics, and quality practitioners to enhance TQM

implementation in this industry.



1.5 - Research Contributions

This study has as its main contributions to the area of quality management the

following:

(1)  The majority of research on 'quality’ has been overwhelmingly conducted in
organisations from developed countries such USA, major European countries or in Japan.
TQM studies carried out in the so called developing countries, usually assess the
effectiveness of the quality management implemented in multinational organisations
which exist in these countries. In this research, however, the TQM process will be

empirically assessed as 1t i1s implemented in the Brazilian organisations (private,

government, and foreign owned) and compared with the UK.

(2) This research also provides a framework to implement TQM in financial service
organisations. It can be applied 1n the financial services sector in both countries in any

type of organisation. The framework 1s prepared to enable organisations to undertake a

more holistic approach to the TQM philosophy when implementing quality management

initiatives. This framework employs Quality Function Deployment.

e
(3) This study 1s the largest empirical survey examining TQM in the Brazilian financial
service sector and the first to compare quality management strategies between UK and
Brazilian banking organisations. This has become increasingly important from the

Brazilian point of view after HSBC and Lloyds TSB made a heavy investment into the

Brazilian retail banking sector.

(4) This study includes an extensive literature review in the field of quality management

as applied to financial services and suggests the use of specialised tools such as QFD to

be applied in this industry. This will be useful for development of the theory of TQM in

the financial services sector.



be applied 1n this industry. This will be useful for development of the theory of TQM in

the financial services sector.

(5) Finally, this research contributes to the literature on quality management by

comparing the TQM movement in the UK and in the Brazilian banking sector. These
insights will be useful, in particular, for the development of a theory of the effects of

quality management and globalisation in the financial service sector.
1.6 - Organisation of the Thesis

This thesis 1s divided into ten chapters. This chapter, Chapter 1, presents the

introduction, background, scope, aims and main contributions of the research. The

contents of the subsequent chapters are outlined in the following paragraphs:

Chapter 2: The chapter provides a;l overview of the thesis and the research hypotheses.
The methodology and research development are discussed. The techniques, advantages
and Iimitations of questionnaires and interviews carried out in the UK and Brazil are also
described. The fieldwork has been utilised to gain the empirical data, both quantitative

and qualitative, used during this study.

Chapter 3: This chapter reviews the quality management literature. From the discussion

of concepts and definitions of ‘quality’ to the views of the so called 'quality gurus’
(Deming, Juran, Crosby). The evolution of quality management from statistical tools and
quality control to the TQM philosophy and its elements, are presented and discussed.
Additionally, quality in the manufacturing and financial services are compared and the

implementation of TQM in the financial service organisations are discussed.



Chapter 4: The study involves fieldwork in Brazilian financial service organisations. It is

important to provide some background descriptions of the social and economic issues in

the country. Thus, a brief descrniption of relevant social and economics topics in Brazil 1s

gIven.

Chapter S: In this chapter, quality management process in the UK financial services is
discussed. The findings of the questionnaire and interview survey conducted to assess the
status of TQM 1n the UK banking sector are presented and analysed. The perceived

effects and strategies used for implementation of TQM programmes are discussed.

Chapter 6: An overview of Brazihian financial service from the inflation era to the

current steady economic environment is presented. The Brazilian financial services

quality management movement are discussed. The findings of the questionnaire and

interview survey conducted to assess the status of TQM in the Brazilian banking sector

are presented and analysed. The perceived effects and strategies used for implementation

of TQM programmes were discussed.

Chapter 7: In this chapter the findings of the fieldwork in the UK and Brazil are
compared. The TQM process, its majors effects and the strategies adopted for

implementation are discussed. Also, three of the most used conceptual models, 1dentified

in the fieldwork analysts, to implement quality were evaluated.

Chapter 8: In this chapter the QFD methodology is presented, from the QFD conceptual
definitions to a description of the core QFD matrix process. The methods for
implementing QFD are also shown and the benefits and potential difficulties for using

this tool in the financial service sector are discussed.



Chapter 9: In this chapter the TQM framework to implement quality initiatives in the
financial service organisations, employing the QFD methodology is proposed. A brief
discussion of the current approaches to TQM in this sector 1s presented. The necessary
organisational changes that need to be carried out in order to enable organisations to
achieve a TQM cultural environment are discussed. Finally the framework and its

components are fully described and a cntical evaluation stressing advantages and

limitations 1s presented.

Chapter 10: This chapter summarise the findings and conclusions of this study. Finally, it

ends with suggestions and recommendations for potential research that could be followed

up from this study



Chapter 2:Research Development and Methodology

2.1 - Introduction

The first stage of this project consisted of developing a research approach 1n order
to satisfy its aims. The overall aims are to assess and to evaluate the TQM process 1n the
UK and the Brazilian financial services and to develop a framework to assist in the

formulation of the most effective holistic TQM programme for this industry. To achieve

these aims the following areas needed to be investigated:
e Current approaches to TQM implementation
e The effects of TQM 1n financial service organisations in the UK and Brazil

e The current strategy applied and methods of implementing TQM 1n those

organisations
e New tools to facilitate a more holistic approach for TQM in financial services.

This chapter describes the research hypotheses and techniques used to achieve the

research aims. The chapter 1s divided into the sections described below.

2.2 - Research Hypothesis

To ensure that the research aims are achieved, the following hypotheses are

assessed throughout the research:
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(1) The effectiveness of TQM programmes implemented in the financial services

sector is directly related to the strategic approach, organisational environment, education

programme, measurement procedures and degree of programme communication.

(2) There 1s an absence of a conceptual model to implement TQM in the financial

services sector.

In order to test the hypothesis concepts a research strategy comprising the

following methods have been used:

e Literature Review - to present the theoretical background, to lay the foundations of

the analysis used, and to attempt to formulate an explanation for the conclusions

drawn.

e Questionnaire Surveys - questionnatre surveys were conducted to elucidate

standpoints from branch managers of financial service organisations. Especially with

regard to collecting their perceptions of the TQM processes implementation.

e Interview Surveys - interview surveys with senior managers of the organisations
involved in the questionnaire surveys. In order to identify key strategic issues for

TQM, its implementation and the conceptual models used.

It is important to note that apart from the specific functions stated above, findings

from each research technique played an important supplementary role. Analogies or

differences arising from a comparison of these techniques may explain or highlight more

critically the 1ssues involved.
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The objective of this research is not to search for conclusions based on statistical
generalisations. Rather, the findings from this study are to enhance our understanding of

the subject of implementing a TQM philosophy in financial service organisations. The

design developed for this study is aimed towards capturing sufficient information to

assess the hypotheses stated above and to achieve the research aims.

2.3 - Research Techniques

Although the research was primarily based on the quantitative approach for
collecting empirical data, it does not advocate the exclusive use of either the extreme
quantitative or qualitative techniques. The empirical data were mainly gathered in the two

fieldwork periods (first in UK then in Brazil). The survey methods used were

questionnatres (quantitative data) and interviews (qualitative data).

Unlike social science research in the community, organisational research often
entails substantial negotiation to obtain access to firms and their members. This is not to

say that research in the community is easier, but that the bounded nature of an

organisation imposes an additional layer between organisational researchers and their

subjects (Bryman, 1989).

There were many concerns to be taken into consideration. Many organisations are
resistant to being studied, possibly because they are suspicious about the aims of the

research. Further, those persons who act as 'gate keepers' between the research and the
organisation ( usually fairly senior managers) are likely to be concerned about the amount
of their own and others time that is likely to be consumed by the investigation.

Additionally there are the financial constraints which cannot be avoided in any academic

research.
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Thus, a period of 3 months was dedicated to negotiating with Brazilian and UK
institutions in order to establish the sample population for the fieldwork. An
invitation letter was sent to 15 High Street financial service organisations in the UK and
in Brazil. The contents of the letter provided an explanation of the research objectives.

Also a copy of the questionnaire was sent in order to develop trust and understanding

from the companies invited.

There was a mix of results in both countries. In the UK though the companies did
not oppose to the questionnaire being sent to their branches, only two organisations
agreed to participate in the interviews. In Brazil, ten organisations replied positively, the
other five refused to participate in both interviews and the survey questionnaire.
However, even 1n those organisations which initially agreed to participate, when the
interview was carried out, only seven companies were able to attend. The experience

demonstrates some of the difficulties which exist in collecting real data in organisational

research.

The fieldwork findings (presented in Chapters 5,6,and 7) enabled the realisation
of the first aim of this research, the assessment of the current situation of the TQM
process in the financial service sector in the UK and Brazil. Additionally some of the
most popular models for the implementation of TQM were reviewed. This reinforced the

research hypothesis, that there is a lack of a conceptual framework to apply TQM 1n the

financial services sector. A refined literature review was performed in order to present the
conceptual TQM tool (Quality Function Deployment) which will support the framework

presented for implementation of TQM in the financial services (Chapters 8 and 9).



2.4 - The Preliminary Literature Review

To understand the concept of quality management applied today in almost all

business sectors, one needs to turn back to the past and look for the beginning of these

thoughts, which can be said to be the theoretical foundations of the TQM philosophy.

The preliminary literature review underlined the work and thoughts of the so
called quality gurus (Deming; Juran; Crosby, and so on). It outlines the quality
movement's evolution from Japan, via manufacturing sector in the West in the 80's, to the
service industry movement in the 90's. Also reviewed was the quality movement in Brazil

and the TQM philosophy as applied in the financial services sector and its elements

(Chapters 3 and 4).

The 1dea was to collect as much information as possible in order to prepare the

theoretical foundation on which the fieldwork in the UK and in the Brazilian banking

sectors were to be based. The empirical data collected could, thus, enable an assessment

of the research hypotheses.

2.5 - The Fieldwork

The first stage of the fieldwork involved a review of research methods in
organisations (Greene and D'Oliveira, 1982; Pagano, 1994; Rossi et al, 1983; Reaves,
1992; Bryman, 1989; Gill and Johnson, 1991 and Oppenheim, 1992) and general research
used to assess the TQM processes in the manufacturing and service industries. After
brainstorming sessions with the authors supervisor and informal talks with quality
academics and practitioners, a survey method was decided. This was composed of a
questionnaire (quantitative data) and an interview (qualitative data). This method has

advantages and disadvantages (Adams and Schvaneveldt 1991; Nachmias and Nachmias
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1976 and Bryman 1989), however, attempts have been made to reduce the disadvantages.

These attempts are shown in Sections 2.5.2 and 2.5.3 (Planning and design of

questionnaire and Interview surveys).
2.5.1 - Planning the fieldwork Strategy

The fieldwork was planned following the framework illustrated in Figure 2.1. A
descriptive survey was chosen in order to assess the attributes required to accomplish the
research aims. A descriptive survey 1s concerned primarily with addressing the particular

characteristics of a specific population, which, in this case, are managers of the UK and

the Brazilian financial service organisations, either at a fixed point in time, or at varying
times for comparative purposes. As such, they do not share the emphasis in analytic

designs upon control of vanables, but they do share a concem to secure a representative

sample of the relevant population (Gill and Johnson, 1991).

In financial service organisations, the TQM philosophy starts and finishes in each
branch. The branch gets the customers requirements, passes it across the company's

channels of communication to the top managers, who will then design the solution by

making a strategic plan that will meet the customers needs. This plan should involve all
members of the organisation and then return to the branch, empowering managers and

staff to offer the required quality products and services.

The degree of communication, commitment, customer care, training and
participation in the strategic planning process are the key issues to the accomplishment of

the TQM aims. In order to assess the status of TQM and the strategies for

implementation used in financial services in the UK and in the Brazilian banking sectors,

the fieldwork was divided as shown in the following sections.
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Conceptual and structure

the Research Problem

(1) Consider the aims of the research;
(11) Review the current state of knowledge;

(111) Assess the various resources avatilable.

/_J—__\

Analytic Survey? Descriptive Survey?
Identify the independent, Identify the phenomena whose
dependent and extrancous variance the research wish to

variables describe

Determine the sampling strategy by defining the

research population and designing a means of

accessing a representative {(random) sample.

l

Is the data to be collected through one approach to
respondents? Or does the nature of the research

problem require the repeated contact of a single

sample or several equivalent samples?

f—l___—\.

Interviewer-administered Respondent-completed/ postally

Questionnaire/Schedule administered Questionnaire

} !

Figure 2.1 - A Summary for Planning a Survey (Gill and Johnson, 1991)
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2.5.2 - Planning and Designing the Questionnaire Survey

The design of the questionnaire (Appendixes 2 and 4) was based on the
questionnaire originally used in the author's MBA dissertation (Longo, 1994) and
questionnaires developed by other researchers were studied to provide ideas on question
presentation and ease of data collection (Wilkinson, Redman, and Snape, 1993;

Radovilsky, Gotcher and Slattsveen, 1994; Oakland and Beardmore, 1995). In designing

the questionnaire the following stages were undertaken:

e Questions were devised to satisfy the information requirements for achieving the

research aims. The survey was performed in October 1995 in the UK and April 1996

in Brazil.

e A questionnaire completion time of 30 - 40 minutes was decided upon. This allowed a
comprehensive questionnaire to be completed whilst still encouraged a high response

rate. The proposed completion time was estimated from the pilot questionnaire.

e Questions were reviewed by the authors supervisor, quality management experts and

bank managers during the pilot process.

e Careful consideration was employed to translate the questions from English into

Brazilian Portuguese. Brazilian academics and practitioners were consulted to review

the questions prepared and several adjustments were made to ensure respondents had
similar understandings of the issues raised in the questionnaire. The understanding of

the terms used in the questionnaire by British managers were also tested in the pilot

Process.
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The Questionnaires were piloted in the UK and Brazil. Respondents were stimulated
to give their opinion on the pilot such as level of understanding of the questions, time
of completion, and willingness to participate in the final version of the research. The
response to the pilot work was considered satisfactory. Questions were revised . With
reliable data from the pilot questionnaire study, the expected number of questionnaire

returns could be calculated and an understanding of the expected spread of responses

for each question obtained.

The questionnaire was designed in such a way that enabled the data provided to be

presented 1n a suitable format for the statistical techniques which were to be used.

Two types of scale were used during the data analysis. Nominal scale, in which a
variable is measured in terms of two (or more) qualitatively different categories, e.g.
'male’ and 'female’. And, interval scale, which also contains two or more categories

that allow for a more detailed differentiation of variables. There is some degree of
ordering involved with the different points on the scale, indicating the quantity being

measured and the distances between the points representing equal quantities of the

measured vanable, e.g. scale of 1, 2, 3, 4, and § where point 5 is the most important.

Particular attention was paid to the quality of the overall presentation of the
questionnaire, its conciseness and the attractiveness of the design in order to evoke a

higher completion. A suitable covering letter and a stamped, addressed envelop for its

return were 1ncluded.

Ethical issues have been considered and all companies to be surveyed were consulted,

in order to obtain consent and agreement, before undertaking the fieldwork. The

confidentiality of companies and managers participating in the survey was agreed.

The final questions employed were presented to the organisations for consideration

before starting the fieldwork.
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e The final versions of questionnaires were posted to the branch managers (selected
randomly) of the companies which agreed to participate in the survey. To make
completion as easy as possible, besides the covering letter, a page was attached to
each questionnaire describing its purpose. The response rate could have been better
monitored by posting a reminder letter few weeks after the initial questionnaire, but

financial constraints prohtbited this procedure from being carried out.

The questionnaire has been designed to focus on assessing the percetved effects of

TQM in the banking sector from the point of view of branch managers, who are the

agents of quality in financial service organisations. They deliver the TQM message to the

whole work force, manage the process and get the feedback from the external customer.

They are the link between the TQM plan and execution. The main objectives of the

questionnaire are:

e To review the usage of TQM in the UK and the Brazilian banking sectors;

e To assess branch managers knowledge and understanding of the companies

strategy towards TQM,;

e To evaluate branch managers perception about key issues related to the

implementation of TQM, such as: Barriers, Changes, Drivers, Effects and

Measurement Procedures.

In order to perform these objectives the questionnaire was divided into five sections:

Section A - Personnel Characteristics which were classified as: age; sex; years of

service among respondents. Also in the case of the Brazilian sample the type of

organisation e.g. private, governmental or multinational banks.
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Section B - Organisational Structure which identify branch size and management

level.

Section C- Analysis of Communication which identifies level and degree of

communication among hierarchical levels up/down from branch managers. Also it
assesses the level of knowledge about the companies TQM strategy among branch

managers.

Section D - Analysis of the TQM Approach, which assesses the perception of
respondents about the issues raised such as: implementation, changes, barriers,

principal reasons to implement and major effects.

Section E - Assessment Procedures which covers the way companies measure

customers satisfaction and how TQM improvements are measured.

The respondents were asked to grade to what extent they perceived the statements

raised 1n each 1ssue discussed in fixed choice questions over the Sections B to E on a five
point scale. Also there were questions about the respondents profiles and company
ownership (Section A) and two open-end question (Sections C and D) aimed to allow

respondents to express, tn their own words, the critical success factors and their

companies strategy mission towards quality. The findings and analysis are shown in

Chapter 5, 6, and 7.

Questionnaire Response Rates.

(A) The UK Sample - A response rate of 33 % (49 managers from 160) was

recorded.
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(B) The Brazilian Sample - A response rate of 25 % (100 managers from 400)

was recorded.

The higher response rate for the UK sample was probably due to a number of

reasons. Some of them might be that the UK sample involved branches in the North East
of England where the University of Newcastle is located and the research may have a
strong appeal for local respondents. Furthermore, when this survey was carried out in
Brazil, the financial service sector was at a most turbulent moment. Three of the biggest

retail banks had been closed or taken over by better run competitors which might have

reduced the willingness of branch managers to expose their views.

Points to Consider Prior to Analysis

There are some inherent weaknesses to the questionnaires. When analysing the

questionnaires it 1s important to bear in mind the following:

1. The results may be affected by the position of the respondent. Although it was
addressed to branch managers 1t 1s almost impossible to be sure who the respondents
were. For example did a branch manager delegate the work to a manager who had

more responsibility for TQM programme. This person's views may be biased because

of his/her commitment to the programme.

2. Individuals who are most interested in the questionnaire are likely to respond. This 1s

likely to cause a response bias, with the more highly developed quality companies

responding.

3. Respondents may tend not to answer questions which would show them or their

company in a negative way.
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In the chapters discussing the analysis of the questionnaire results consideration 1s
given to these factors. The response data from both samples was analysed using Minitab
version 9.2 for Windows. The output was predominately in the form of frequency

distributions (inferential statistics) and analysis of variance. Results relevant to this thesis

are described in Chapters 5, 6, 7, and Appendix 5.

Inferential statistics are techniques that use sample data to make general
statements about a population (Gravetter and Wallnau, 1985). ANOVA 1s a statistical
technique that is used to test the differences among two or more sample means (in this
survey it is used to test differences among groups of companies sampled means - [, Haa,
;). There are two possible inferences using ANOVA. The null hypothesis (Hy :
LUe1=Haa=Mg3) for this test states that there is no significant difference among the sample
means. Or the alternative hypothesis (H,: LG, U2 and 1g; are not all equal) states that at
least one mean is different from the others. When the decision from the ANOVA is the
alternative hypothesis (H,), it is necessary to apply a post hoc test such as the Tukey test,

which can determinate exactly which sample means are significantly different and which

are not (Gravetter and Wallnau, 1985; Levin and Rubin, 1991)

Furthermore, the Brazilian sample analysis was divided in three groups (Table

2.1). It was observed from the interviews that companies strategic approaches differed by

organisational environment. It could be evidence of how a change process differs between

companies in the same industry, by possessing different corporate cultures. Kotter and

Hesket (1992) argued that when the cultures are our own, they often go unnoticed-until 1t

is tried to implement a new strategy or programme which is incompatible with central

norms and values. Then the power of culture is observed, first hand.

Thus, though it was not previously planned in the development of this research,

for the purpose of the data analysis, the questionnaire and interview responses, will be
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assembled 1n three different groups of corporate cultures, categorised by ownership. This

classification 1s sought to help the understanding of the TQM process strategy, its

implementation and effects in the Brazilian banking industry.

Answers were grouped together from members of companies within the same
organisational environmental background. The results were correlated between the

different groups in order to determine whether there were any relations among them.

Table 2.1 - Classification of Banks in the Brazilian Sample

Group 1 Savings and Clearing banks under the majority control of the
Brazilian Federal Government

Group 2 Retail banks owned by private Brazilian residents

Group 3 Private banks under the majority control of foreigners

2.5.3 - Planning and Designing the Interview Survey

The interviews provided an insight into the organisations strategies
towards quality initiatives. In this research a structured interview was used. It relied on a

set of questions addressed to a target group of senior managers in charge of the quality

management process in the banks participating in the questionnaire survey. The main

objectives were:

o To assess the financial service strategic approach towards quality initiatives;

o To evaluate how and why financial service organisations are engaged in the

implementation of TQM in the UK and in Brazil;



e To compare the strategy planned by quality specialists in the company

headquarters with the view perceived from quality practitioners in the branch

networks;
e To review the current approaches for the implementation of TQM,;

e To investigate which organisational characteristics influence the effectiveness

of quality activities.

The interviews were carmried out at the headquarters of the organisations. They

were composed of open-ended questions that were asked 1n the same way to each person

interviewed. The open-ended questions were chosen to allow the respondents freedom to

answer, in their own terms, the 1ssues raised.

The idea was to probe into the richer information produced and give the

respondents a sense of being engaged in a real conversation about the quality

management process in both the UK and Brazil banking industry. There is good evidence
that people enjoy talking (Adams, 1958; Converse and Schuman, 1974), and this 1s a real
advantage of the interview as a data gathering device (Adams and Schvaneveldet, 1991).
Additionally it helps in establishing the needed rapport between the interviewer and

respondent, in order to reduce bias in the interview (Hibberd and Bennett, 1990).

The Brazilian interviews were all recorded and translated from Brazilian

Portuguese to English. In designing the structured interview the following stages were

undertaken:

e Questions were designed based on the information required to achieve the research

aims.
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e A time of 1 hour and 30 minutes was set for each interview, but in Brazil there were

quite a few which took a little longer. This interview time allowed a comprehensive

structured interview to be conducted and was acceptable to the interviewee.

e Questions were reviewed by the author's supervisor, and then submitted for comments
to company managers who had agreed to be interviewed. The idea was to create an

environment of trust between researcher and interviewee and get some feedback

about questions that might have been misunderstood.

o The interview was not piloted. After each interview few minor changes were made in

order to use a more comprehensive terminology. Neither questions or the order the

questions were posed was changed.

e The interviews were carried out in September 1995 in the UK and during May and

June 1996 1n Brazil.

Almost all interviewees were either responsible for the quality and productivity
department 1n their organisation or senior managers of human resources or organisation
and methods departments. As stated previously (Section 2.3), in the UK there were only

two interviews and in Brazil there were 14 (Table 2.2).

Table 2.2 - Interviews Sample Size

BodiGow2| 6
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Prior to an interview each company was reminded of the proposed time and date
by phone. Information was primanly tape recorded although some information was
recorded by taking notes during the interview. The notes were used for validation

purposes, when the tapes were difficult to understand. If there was some information still

unclear it was validated by a follow up phone call.

2.6-Comparing TQM "Best Practice'” and Developing a TQM

Framework

Once the fieldwork findings had been analysed and presented, the evaluation of
TQM "best practices" adopted in the UK and the Brazilian financial services could be
performed. The objective was not to compare the UK and the Brazilian banking sectors.
Rather the primary objective of this research was to assess what was the status of TQM in

the banking sector in both countries and evaluate the strategy of implementation used.

Finally a refined review was carried out into the most commonly used conceptual quality

models applied in financial services organisations surveyed, in order to assess their

effectivenesses and weaknesses.

Therefore, a fully assessment of the research hypotheses was accomplished.

However there is still the final aim of the research to be achieved, the development of a

TQM framework for implementation in financial service organtsations.

The essence of TQM is that it is a holistic concept. In practice however, this form
of full TQM is likely to be difficult to achieve (Wilkinson and Witcher, 1993). Although
the fieldwork findings confirmed that most organisations are running a TQM programme,

no best practice has been identified. In fact, most existing TQM programmes studied are

only partially fulfiled.
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The problem relies on how to develop, plan and implement such a holistic
approach which demands vertical integration, effective communication systems and total
commitment from top managers to all members of the organisation. The fieldwork

findings suggest these points to be the major weaknesses in this industry towards the

implementation of TQM.

One of this research aims is to propose a more effective framework for TQM 1n
this sector. In order to support the implementation of such a holistic approach a
methodology called Quality Function Deployment (QFD) 1s employed (QFD i1s presented
in Chapter 8). It is not used as one more quality programme to be applied. Rather, it is a

basic TQM tool that 1s employed to facilitate the implementation of the TQM framework

proposed 1in Chapter 9.
2.7 - Summary and Conclusions

In this chapter the research hypotheses and methodology are presented. The

hypotheses are assessed throughout the research by the utilisation of the following
methods. First a preliminary literature review, which is the foundation for the theoretical

background of quality management in which this research is developed. Secondly a

summary description of the methodology, plan and development of the fieldwork

composed of interviews and survey questionnaires carried out in the financial service

organisations in the UK and in Brazil. The analysis and the comparnison of TQM "best

practice” identified in the fieldwork and the refined literature review is mentioned.

Finally it outlines the TQM framework to be proposed.

27



Chapter 3 - Total Quality Management

3.1 - Introduction

In this chapter a review of the theoretical foundation for a management

philosophy known as total quality management (TQM) is presented. It begins with the
quality concepts and definitions as descrnibed 1n the literature going onto a review of the

TQM philosophy, its evolution and basic elements. The holistic role of quality

management, 1ts major elements, and the differences in the way to approach these in the

financial service sector, 1s also discussed.

3.2 - Quality Concepts

In today's business environment, regardless if it 1s a manufacturing or service
industry, a government enterprise or a philanthropic organisation, "Quality” is the
management buzzword. Managers, consultants and academics are spreading the quality
philosophy and its elements throughout the world. The once, so called, Japanese

management style, has become a comerstone and a guiding force to achieve competitive

advantage 1n virtually every business sector.

Quality has been defined in the literature in several ways, some of these are

presented 1in Table 3.1. Most definitions of quality relate to the products and services
produced or offered by organisations. The multiplicity of meanings for quality results in

an ambiguity as to what it 1s meant when the term is used. The Ox{ford dictionary defines

quality as a distinguishing charactenistic or attribute; degree or standard of excellence;
having or showing excellence or superiority. The quality of a product or service can be

outlined as charactenstics, attributes, or standards of excellence or superiority of the

product or service offered.
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Quality, therefore, relates to the perceived features which a service or product
may have. These features will be measured by customers, who will compare the product
or services characteristics based on their needs, expectations and value. Then, they reach
a judgement that is rarely neutral. Thus in this research a basic definition of quality 1s

offered: "quality of a service or product is meeting customer needs and expectations at a

price which they are willing to pay".

Table 3.1 - Some Definition of Quality

Qualty Detnitons

Deming, 1986 "Quality can be defined only in terms of the agent....In the mind of the

production worker, he produces quality if he can take pnide in his work...

[and] quality to the plant manager means to get the numbers out and to

Suran, 1988
Crosby, 1984 "Qualitv has to be defined as conformance to requirements”

"Quality is the total composite product and service characteristics of

Feigenbaum, 1983

marketing, engineering, manufacturing and maintenance through which the

vectation by the customer”

sroduct and service mn use will meet the e

"Quality is the totality of features and characteristics of a product or service

ISO 8402, 1986

stated or implied needs"

"Quality is consistently meeting or exceeding customer's expectations”

Lewis, 1989; Moore, 1987,

Creedom, 1988
MacDonald and Piggott,

"Quality is delighting the customer by continuously meeting and improving

1990 yon agreed requirements”

Collier, 1990

"Quality is the distinctive tangible and intangible properties of a product

and/or service that are perceived by the customer as being better than the

squirements”

Ansell, 1993
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3.3 - The Importance of The Contextual Meaning of Quality

It 1s clear that much of the usage of the word "quality” is misleading and it serves
to confuse and obscure its true meaning. For example the myth that quality 1s a luxury;
quality 1s expensive; quality 1s something for which the customers are prepared to pay a
premium, because "high" quality incurs extra costs to the manufacturer or service

provider. On the contrary, evidence from the Profit Impact of Market Strategy (PIMS)
database, (as reported by Buzzel and Gale (1987), Phillips et al. (1983) and Lucas (1986)

among other writers), find no direct correlation between relative quality and higher cost,

and concluded that the opposite 1s often the case (Lascelles and Dale, 1993).

The meaning of "quality" i1s contextually related to its usage or application
(Dotching and Oakland, 1994; Garvin, 1988). Its meaning in a service organisation will
not be exactly the same as 1n a manufacturing one. Hence, "quality” must be understood

with reference to the type of organisation, the level it is referred to, and to whom it will

be applied.

A common understanding and vision of what is meant by "quality" can help an

organisation to focus its "quality improvement" efforts. Defining "quality" is not only

important from the semantic point of view but, more importantly, it is required to direct

employees' efforts towards a common objective. Ghobadian et al. (1993), discussed that

the common vision of quality 1s arguably more important in service organisations. And

presented "quality” 1n five generic categories and their relevance to service organisations

(Table 3.2).



Table 3.2 - Five Categories for Quality in Service Organisations
Ghobadian et al., 1993)

1) Transcendent

Here "quality" i1s defined as innate excellence. The product or service will have unequalled properties. Under
this defimition much of Plato's philosophy analysis of beauty is transferable to the subject of quality. However,
this definition of quality has little practical application because prior identification of determinants of quality is
not possible. Implicit in this definition of "quality” is the relationship between individuals salience and perceived
quality. The presence of this relationship has important implications for goods and service quality.

2) Product led
Here "quality is defined as the units of 'goodness’ packed into a product or service. Thus, a "quality" service
will contain more units of ‘goodness' than a lower "quality” service. This definition relies on the quantification
of the services units of 'goodness’ or tangible attributes. In practice, however, it is not easy to clearly identify
services attributes, let alone quantify them. In addition, 'goodness’ is not absolute but relative to a particular
circumstance involving customer’'s demands and expectations against "service quality” perceived. Interestingly,
many people perceive that "quality” is somehow synonymous with "attributes".
3) Process or supply led

In this approach, "quality” is defined as ‘conformance to requirements'. the definitions of quality proposed by
Crosby and Taguchi fall within this category. These definitions lay emphasis on the importance of the
management and control of supply side quality. The focus is internal rather than external. Such a definition is
useful for organisations which perceive their problems as lying within the transformation or engineering
process. Alternatively, this defimtion might be useful in organisations producing either standard products or

services, or where the output can be classified as a commodity. Organisations offering standard service
involving low or short customer contact, may find this definition useful.

4) Customer led
Here the focus is external. "Quality" is defined as 'satisfying customer's requirements' or ‘fitness for purpose’.
The definitions of "quality” put forward by Deming, Juran, Feigenbaum and Ishikawa fall within this category.
This approach relies on the ability of the organisation to determine customers' requirements and then meet
these requirements. A ‘customer led defimtion implicitly encompasses the ‘supply led’ approach. This is
because customer's requirements are built into the service at the design stage, but it is at the transformation
stage that the degree of conformance is determined. The ‘customer led’ definition is probably most appropnate
for organisations offering high-contact, skill-knowledge-base, or labour-intensive services. Most of the "service
quality” definitions fall within this category.
5) Value led

"Quality", here, is defined either as the cost to the producer and price to the customer or as meeting the
customer’s requirements in terms of quality, price, and availability. The approach implies that there is a trade-
off between "quality”, "price”, and "availability”. The purchaser evaluates quality, price and availability within
the same decision algorithm. Implicit in this approach is the importance of clear market segmentation and

greater focus in the provision of service. This definition of "quality” can be adopted by most service

organisations.
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The importance of "quality” i1s not in its meaning as a term, but its value as a
system. Quality is being seen more and more as a system involving every aspect of the
business, whether defined as a trait or as an outcome. However, the tough part of quality

is not recognising its power or effect, but how to achieve it on a daily basis in every

aspect of a business.

The quality imperative of any organisation does not mean tampering with the
organisations main goals and targets, but it has to do with how to improve the

management of the system it comprises. Regarding the concept of an organisation
viewed as a system composed of humanware, software and hardware, providing services
and products to clients, with due care to the interactions between consumers and clients,
both internal and external to the organisation. Total Quality Management (TQM) 1s such
a philosophy which evolves from improving the competitiveness, effectiveness and
flexibility through planning, organising and understanding each activity, and involving
each individual at each level (Oakland, 1993). In order to understand this concept fully, it

makes sense first to learn from the pioneering work of Deming, Juran and Crosby, the so

called 'quality gurus'.

3.4 - The Quality Gurus

A guru was originally a mystical teacher, to whom people went in order to have
their thinking and their lives transformed. The word then came to describe any thinker or

teacher who introduced transforming ideas. Quality is a such a system of thought and thus
it has its share of gurus. Three in particular (Deming, Juran, Crosby) stand out although
there are others such as Feigenbaum, Ishikawa, Taguchi who are not far behind. Their

pioneering work and thoughts are the theoretical foundation of TQM.
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3.4.1 -W. E. Deming

The TQM philosophy emerged under Deming's guidance, many regard him as the

father of what 1s now known as TQM. Interestingly, Deming's quality management
philosophies were first developed in the US before the World War II. He became

particularly interested in the work of statistician Walter Shewhart, and believed that his

principles could be equally applied to non-manufacturing processes. He applied

Shewhart's concepts to his work at the National Bureau of the Census. This led to six-fold
productivity improvements 1n some process. As a result, Deming started to run statistical

courses to explain his and Shewhart's methods to engineers, designers, etc., in the US and

Canada (Bendell, 1993).

Deming believed quality management should be shared among everyone 1n an

organisation. Perhaps most significantly, Deming recognised that most quality problems
were system-induced and were therefore not related to workmanship (Berk and Berk,

1993). Deming's work only saw limited application in the US prior to World War II.

After the war Deming was sent to Japan as an adviser to the Japanese, as they were
rebuilding their industrial base. He became involved with the Union of Japanese

Scientists and Engineers (JUSE) which invited him to lecture to the Japanese on

statistical methods.

Deming's message to the Japanese reflected his statistical background. However,

his lectures and work extended considerably beyond statistical methods. He encouraged

the Japanese to adopt a systematic approach to problem solving, which later became

known as the Deming cycle of continues improvement (Oakland, 1993) or PDCA (Plan,
Do, Check, Action), Figure 3.1.
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(establish performance objectives and standards)

(take the necessary actions to \

close the gap and make the Act Do  (measure actual performance)

necessary improvements) k /
Check

(compare actual performance with the objectives
and standards <determine the gap)

Figure 3.1 - The Deming Cycle - PDCA (based on Oakland, 1993)

Deming's work in Japan has been identified as putting Japan on the road to
leadership in international business and industry. But only in the 1980's has his work been
recognised in the US and other nations of the West. Deming's work 1n the US attempted
to make major changes in the style of Western management. This was however more

management-based than statistically-based. Much of this was captured 1n his book Out of

the Crisis (1986).

Deming (1986) emphasised that as a result of a foreign expert's visit in the
summer of 1950, the following quality chain reaction (see Figure 3.2) became engraved
in Japan as a way of life. Once management in Japan adopted this chain reaction,

everyone there had one common aim, namely, "quality'; as described:

The production worker in Japan, as anywhere else in the
world, always knew about this chain reaction; also that
defects and faults that get into the hands of the customer
lose the market and cost him his job.



* Productivity
Improve Quality Costs Decrease Improves

Capture the _ _ Provide Jobs
Market Stay in Business and More Jobs

Figure 3.2 - Deming's Quality-Chain (Deming, 1986)

Deming's prestige in the West had to some extent to wait for American industry to
experience the impact of Japanese quality and investigate its source (Fox, 1993).
Deming's prescription for improved quality, productivity and competitive position is
based on 14 points (Deming, 1986). It 1s important to understand that the 14 points, which

sometimes Deming calls obligations, are a way of thinking rather than writing on tablets

of stone. From time to time Deming himself changes the phraseology to make them clear
(Wille, 1992). The 14 points apply everywhere; from small organisations to large ones, in
the service industry as well as in manufacturing (Deming, 1986).

The Deming's 14 Points

1. Create constancy of purpose towards improvement of product and services, with a

coherent plan to became competitive and stay in Business.

2. Adopt the new philosophy, that historically accepted levels of delays, mistakes,
workmanship defects, etc. are no longer tolerable. Top management must

acknowledge their responsibilities, and accept the role of leaders in instituting change.

3. Cease dependence on mass inspection. Instead of reliance on large scale end-of-line

inspection, use SPC to obtain evidence of built in quality. Quality has to be butlt into

the product or service 1n the first place based on statistical evidence.
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4. End the practice of awarding business on the basis of price. The fourth point ends the

practice of awarding contracts to suppliers solely on the basis of price tag. Instead,
Include considerations of quality, and eliminate suppliers who cannot provide

statistical evidence of their quality.

5. Findthe problems. Deming's fifth point 1s never to be content with things as they are,
never to give up seeking for better systems of operating, improve constantly and
forever every process for planning, production and service. It stresses that

management's job i1s to continually improve these processes, and in so doing

continually decrease costs.

6. Institute modern methods of training. Training is absolutely fundamental to the

Deming philosophy, because new skills are required to keep up with the continual

changes that the quality process promotes.

7. Institute modern methods of supervision. The seventh point concerns leadership;
leaders are there to help people to do better jobs. They are responsible for putting the
system right where necessary. Deming believes that management are accountable for

up to 94 per cent of the potential improvements (Bendell, 1993).

8. Drive out fear, this 1s a matter of getting away from the 'us and them' approach of
confrontation between superiors and others. Quality will not be achieved where

people come to work of necessity, but hate every moment of it. So by driving out fear,

everyone can work effectively for the company.

0. Break down barriers between departments. This point concemns removing existing

barriers between departments and staff. People in different areas such as research,

design, back-office operation or branches must communicate and work in teams to

overcome problems that they may encounter with products or services. Traditionally
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people have tended to work in their own little fortresses, often fighting their fellow

employees instead of the competition.

10. Eliminate numerical goals. It proposes the elimination of slogans, posters or other
exhortations to the workforce to do better. Here, Deming took a different approach to
Crosby who runs zero-defect days and does go in for sloganising. Such exhortations
only create adversarnal relationships, as the bulk of the causes of low quality and low

productivity belong to the system and thus lie beyond the power of the work force.

11. Eliminate work standards that prescribe numerical quotas; substitute leadership.
Deming was against all measuring methods that pay bonuses when certain quotas
have been reached. If the target 1s too high, 1t may give the workers something very

difficult to achieve, and 1t will only be achieved by comer cutting, lowening standards

and ignoring the quality requirements.

This elimination of arbitrary numenical targets, quotas and bonuses i1s one of the
most controversial of Deming's points. There are a lot of pressures for what 1s called

'performance management based on financial incentives'. This is called into question by

the Deming approach (Wille, 1992).

12. Remove barriers that rob employees and people in management of their right to pnde
of workmanship. This implies, abolition of the annual ment rating (appraisal of

performance) and of management by objectives. Again, the responsibility of managers

and supervisors, must be changed from stressing quantity to quality.

13. Institute a vigorous programme of education and self-improvement. Deming makes
the point that it 1s not enough just to have good people, but people who are improving,
through education. Education to Deming means personal improvement, personal

development.
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14, Put everybody in the company to work to accomplish the transformation. It clearly

defines top management's permanent commitment to ever improving quality and

productivity. Define management's obligations to implement all of these principles.
Create a structure in top management that will push the preceding 13 points every day

and take action in order to accomplish the transformation.

Deming had also produced a list of ‘deadly diseases' of Western management,
among which he included emphasis on short-term profits and short-term thinking, and

management by using only visible figures with no recognition that the unknown or the

unknowable ones may be important.
3.4.2 - Joseph M. Juran

Like Deming, Juran was invited to Japan in the early 1950s by JUSE. He arnved

in 1954 and conducted seminars for top and middle-level executives. His lectures had

strong managerial flavour and focused on planning, organisational 1ssues, management's
responsibility for quality, and the need to set goals and targets for improvement. Juran
emphasised that quality control should be conducted as an integral part of management

control (Bendell, 1993). Juran's reputation as perhaps the top quality guru rests on:

e His massive textbook, Quality Control Handbook, which is still the standard

reference book on quality worldwide;

e His contribution to the quality achievements of Japanese industry;

e His lectures and training courses conducted by the 'Juran Institute' throughout the

world.

Juran is probably the most celebrated US expert on quality assurance. He defines

quality briefly and succinctly, as Fitness for use', and acknowledges that the fitness 1s as
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judged by customers, for the specific use they intend (Fox, 1993). Wille (1993) argued
that Juran was probably the first of the gurus to emphasise that quality was achieved by
communication, management and people. Like Deming, Juran emphasises that massive
training is essential and has to involve the whole workforce, that senior management have

to be committed, and that improvement has to be continual. Juran developed his quality

message around the following ten steps:

1. Create awareness of the need and opportunity for quality improvement.

2. Set goals for continuous improvement, preferably with key success factors

enumerated.

3. Build an organisation to achieve goals by establishing a quality council, identifying

problems, selecting a project, appointing teams and choosing facilitators.

4. Give everyone training in tools and techniques as well as an understanding of the

quality approach.
5. Carry out projects to solve quality problems.

6. Ensure that regular progress reports are given.

7. Show recognition for success at all levels, staff and senior management, to indicate

that the process 1s being undertaken.

8. Communicate results back to staff and senior management to indicate that progress 1s

being undertaken.

9. Keep a record of successes, so that improvements can be demonstrated.

10. Incorporate annual improvements into the company's regular systems and processes

and thereby maintain momentum.
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Juran expresses his essential message to managers through the three basic quality-
related processes: quality planning, quality control and quality improvement which have
become known as the Juran tnilogy (Table 3.3). It begins with quality polictes and goals.
It goes on with plans to meet them. Then i1t provides resources which enable progress to

be evaluated and action taken. Finally it motivates and stimulates people to believe in,

meet goals, and improve on them.

Table 3.3 - The Juran Trilogy Process
Quality Planning :  The process for preparing to meet quality goals
Quality Control : The process for meeting quality goals duning operations

Quality Improvement : The process for breaking through to unprecedented levels of performance

Juran (1964) puts forward the i1dea that managers can manage by using
"breakthrough" or by using "control”. He describes "breakthrough" as ‘organised creation
of beneficial change'. He means that when managers realise that the present levels of
performance (productivity, quality and waste) are not acceptable. Action 1s taken to
identify what the chronic causes are, and then steps are taken to eliminate them. By

"control", on the other hand, Juran means attempting to maintain performance levels as

they are, as if they are a means within specification. Juran states that there are times when

"control” is needed but managers must always be looking to achieve "breakthrough”

(Hassan, 1996).

The quality improvement process perceived by Juran is an organised, step-by-step
approach to breakthrough and its benefits (Fox, 1993). Juran (1988) warns that there are
no shortcuts to quality and is sceptical of companies that rush into applying Quality
Circles, particularly since he doubts their effectiveness in the West. Juran, like Deming,

believes in statistical quality control. He estimated that about 15 per cent of quality
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problems (vanation) in a company are due to special causes which means that they may
involve the workers. In general, he views that 85 per cent or more of the quality problems
are down to the management dealing with system. Juran believes that, as with Japanese

industry, long-term training to improve quality should start at the top management level.

3.4.3 - Philip B. Crosby

Crosby 1s arguably the clearest, certainly the most entertaining wnter and speaker
of the three gurus (Fox, 1993). He 1s less academic than Deming and Juran in his
approach to total quality, but just as effective. Crosby is well known in relation to the
concepts of "do it right first time" and "zero defects". He considers traditional quality

control, acceptable quality limits and waivers of sub-standard products to represent

failure rather than assurance of success.

Crosby (1979) defines quality as conformance to requirements which the company
itself has established for its products based directly on the customers' needs. Crosby
believes that, since most companies have organisations and systems that allow deviation
from what is really required. Manufacturing companies spend around 20 per cent of their

revenues doing things wrongs and doing them over again. According to Crosby this can

be up to 35 per cent of operating expenses for service companies.

Despite having developed his views about achieving quality in a practical

industrial environment, Crosby's books do not deal in any depth with specialist quality
assurance techniques. His main concern is the meaning of quality and its attributes, and
how, by coming to a common understanding of what quality is, people can work together

to achieve it rather than disrupt each others efforts through misunderstanding (Fox, 1993).
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In principle, most of Crosby's messages harmonise with the other two gurus, but

his approach 1s less rnigorous. Crosby does teach continuous improvement. His aim is to
secure zero defects which is sometimes thought impractical. However, by zero defects he
means defects as perceived by the customer. Deming and Juran would criticise this by
saying that it tends to rule out the possibility of going beyond what the customers know

they want. In a sense 'zero defects' is not good enough (Wille, 1993).

Like the other gurus, Crosby has his steps and points. He lists four new essentials

of quality management, which he calls 'the Absolutes' (Crosby, 1984):

1. Have a definition of quality, understood by everybody, as part of a common language

facilitating communication: Quality has to be defined as conformance to

requirements, not as 'goodness’ nor ‘elegance’.

2. Have a system by which to manage quality and performance standards which is

unambiguous: The system for causing quality is prevention, not appraisal.

The performance standard must be "Zero Defects", not "that's close enough”. In other

S.JJ

words, organisations must not plan errors into our operation, like the company that

one year said it was 'going to halve fatal accidents'.

4. The measurement of quality is the price of non-conformance to requirements. That 1s,

all the expenses of doing things wrong from the customer's perspective.

Crosby has developed fourteen steps to a quality improvement programme, he

sees the zero defect process as comprising these 14 stages below:

Step 1 is to make clear management commitment to quality. This stresses the need for a

visible and obsessive concern for quality and the need for a clear quality policy.
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Step 2 1s to set up quality improvement teams with representatives from each department.

This 1s needed to guide the process, help it along and to make creative contributions to

quality improvement.

Step 3 is to set 1n place quality measurements to provide a display of current and potential

non-conformance problems. Quality must be measured before it can be improved. The

measurement facilitates include objective evaluation and corrective action.

Step 4 is to determine the cost of quality and explain how to use it as a management tool.

Crosby's components of overall cost of quality are: scrap; rework; warranty; service apart
from regular maintenance; inspection labour; engineering changes; purchase order

changes; software corrections; audit and other costs of doing things wrong. Knowledge

of the cost of quality 1s an impetus to quality improvement.

Step 5 is to raise the level of quality awareness and the personnel concem for the

company's quality reputation for all employees. This concern with the provision of a

method of raising quality awareness so that everyone has an operational definition of

conformance to requirements.

Step 6 is to take corrective action on the problems raised in the previous steps. The root

causes must be found and corrected before a problem will go away for ever.

Step 7 is to plan a "zero defects" programme. This phase plans the conversion of the

quality improvement programme into the theme of zero defects which is to do 1t right the

first time.

Step 8 is to train supervisors actively to carry out their part in the total quality

improvement process. By supervisors Crosby means all managers from the chairman on

down the line.
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Step 9 1s to hold a zero defects day to create an event that will let all employees know

through a personal experience that there has been a change. The idea here is to show that

management 1s prepared to commit itself to a goal of zero defects in front of the

assembled workforce and other witnesses.

Step 10 1s goal setting and encouraging individuals and groups to set improvement goals.
Zero defects 1s the final goal, but for realism and to provide milestones against which to
measure progress, intermediate targets and dates must be set. This phase helps people

learn to think in terms of meeting goals and accomplishing specific tasks as a team.

Step 11 is to encourage employees to communicate to management the difficulties they
have in achieving thetr improvement goals in the error-cause removal campaign. It is not
a suggestion system. The idea 1s for the employees to know that their problems can be

heard and answered. Crosby believes that once employees learn to trust this

communication, the total quality programme can go on forever.

Step 12 is to recognise and appreciate all those who participate in the programme. Award

programmes have to be established to recognise those who meet their goals or perform

outstanding acts. Employees’ contributions to error removal must be recognised and

celebrated.

Step 13 is to establish quality councils to communicate on a regular basis. These councils

are the best source of information on the status of programmes and 1deas for action. They

also bring the quality professionals and team chairpersons together on a regular basis.

Step 14 is to do it all over again to emphasise that total quality programmes never end

and that they are indeed a journey not a destination. Repetition makes the programme
perpetual. Crosby stressed that if quality i1s not ingrained in the organisation, it will never

happen.



Whether academics and practitioners agree with Crosby in detail or not, he has

succeeded 1n creating a popular awareness of quality on a grand scale in US and Western

companies.
3.4.4 - Comparing the gurus view

The three gurus views and approaches are summarnised in Table 3.4. While there
are differences in views, all three gurus are really talking about top management having

the major responsibility for quality improvement in the organisation.

From their thoughts and prescriptions quality 1s based on top management's
commitment, employee participation and clear communication of quality objectives. It
must be measured and controlled towards continuous improvements. Quality 1s a process
not a programme or a scheme to be applied. The combination of the gurus prescriptions
and actions towards quality, plus the expanded quality management theories, provide

guidance and theoretical foundations for the total quality management (TQM)

philosophy.
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Table 3.4 - The Quality Gurus Views Compared (based in Oakland, 1993)

N " T S T

Definition of A predictable degree of Fitness for use Conformance to
Quality uniformity and requirements
dependability at low cost
and suited to market

Senior management | Responsible for 94 % of Less than 20 % of quality Responsible for quality

responsibility quality problems problems are due to
workers

Performance Quality has many 'scales’. Avoid campaigns to 'do Zero defects
standard/motivation | Use statistics to measure perfect work'
performance in all areas.
Cntical of zero defects

General Approach Reduce vanability by General management Prevention, not inspection
continuous improvement. approach to quality-
cease mass inspection especially human elements
Quality process Fourteen points for Ten steps to quality Fourteen steps to quality
structure management improvement improvement
Improvement basis Continuous to reduce Project team approach set A 'process’, not a,
variation goals programme; improvement
goals
Teamwork Employee participation in Team and quality circle Quality improvement
decision-making; break approach teams; quality councils
down barners between
departments
Cost of quality No optimum-continuous Quality is not free; thereis | Cost of non-conformance;
improvement an optimum cost quality is free

Use of statistical Statistical methods of Recommends statistical Rejects statistically
methods quality control must be methods, but wams that it | acceptable levels of quality

used can lead to 'tool-drniven'
approach

3.5 - Why The Japanese

Unlike the UK, the Japanese have approached quality from another perspective.
While techniques and principles have been leamed from American experts like Deming
and Juran, perceptiveness, emphasis and applications have differed. The Japanese
approach could be described as an integrative process involving the development, design,

production and after-sales service of quality products and services (McManus, 1994).
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Deming (1982) descnibed the four forces that caused the explosion in Japan's

industry:

1. Japan's Statisticians; Japan's statisticians might become their country's most important

resource. He believed a number of Japanese statisticians acquired some appreciation

of what the construction of statistical methods of quality control might make to the

Japanese industry.

2. The Union of Japanese Science and Engineering; this union, known by its initials,
JUSE, was formed in 1947 by Kenich Koyanagi, its aim being the reconstruction of

Japan. The courses given by JUSE to Japanese executives contained lectures with
Deming, Juran and Feigenbaum and thus they started the quality revolution in Japan.

Also it was in JUSE that the whole of Japan's statistical control methods used in the

industry were developed.

3. Teaching of techniques; The first series of lectures commenced in June 1950, with the
teaching of elementary, powerful statistical methods. Four hundred engineers took

these courses in the summer of 1950. The content of the courses, and the method of

teaching, opened up new ways to build statistical knowledge into the education of

engineers.

4. Conferences with top _management; the subject of these conferences was the

responsibility of management to institute constancy of purpose towards service, to

improve the system through all stages of production, and to manage the use of

statistical quality technology company-wide, from procurement of materials to

consumer, consumer research, innovation, and redesign of product.
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In 1954, when Joseph Juran was invited by JUSE to come to Japan to give some

lectures about his ideas, the great difference that he found, in comparison with the same
lecture that he gave in the US, was that in Japan the audience were only CEO's and top
managers from the largest manufacturing companies in Japan, instead of only the middle

managers that used to attend to his lectures in the US.

Juran (1988) emphasised that there are six main points used by the Japanese to
launch their quality revolution, they are outlined in Table 3.5. Juran stressed that each of

these actions were unprecedented in industrial history, he then refuted the idea that the

Japanese quality revolution was only a result of the early American gurus' thoughts. It was

primarily a function of those he called the heroes of the Japanese quality revolution: 'the

Japanese Managers'.

Table 3.5 - Juran's Principles of Japanese Quality Revolution

The senior executives of Japanese companies took personal charge of managing for quality.

The executives trained their entire managerial hierarchies in how to manage for quality. (The

seed courses for training were the lectures that Juran gave in 1954).

Japanese companies went into quality improvement at a revolutionary pace and maintained that
pace year after year.

The companies trained their engineers to use statistical methods for quality control. (The seed
courses for this training were Deming's lectures in 1950)

The compantes provided their work forces with the means to participate in quality improvement.
The method that they came up with was a Japanese invention: The Quality Control Circles.

The companies enlarged their business plans to include quality goals. This concept is more recent
in origin, but it has been growing, and the trend seems irreversible.

In Japan, it is common for top managers to provide leadership in the quality
function. Top managers have the required training and are quite familiar with the

underlying concepts and methods. They see quality as the source of competitive

advantage, and clearly demonstrate its importance by their leadership. With chief
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executives responsible for the quality function, there is no question of conflict of

authority, and quality 1s seen as a company wide concern.

A major difterence between the Western and Japanese approaches to quality lies
In the setting of goals. While the Western approach to quality still seems to focus on

meeting standards which remain static, the Japanese go one step further in continually

revising their standards (McManus, 1994).

TQM 1n Japan 1s based on principles borrowed from the West but adapted to meet
the needs and strengths of the Japanese business environment. Also a number of social-

cultural factors support the TQM philosophy (Fox,1993) such as: lifetime employment;
pay increases based on length of service; company-based trade unions; complete
identification of employees with the firm and its objectives; respect for age and seniorty

and heavy emphasis on training throughout a worker's career. Quality i1s therefore seen

not as the responsibility of quality specialist, but as that of all the organisation's members.

This section concludes that, what in the West used to be called a Japanese total
quality management philosophy, was in fact started in the West by Deming, Juran, Crosby
and their followers. It succeeded better 1n Japan much more as an effect of the Japanese's
top-management's commitment, clear definttion of purpose and determination to do night
the first time than an exceptional Japanese's culture trait. Thus everything that occurred in

Japan's industrial environment (goods and services) would be transferable, with some

modifications, to a Western industrial environment.

3.6 - TQM Concepts

TQM is a management philosophy which emphasises a number of concepts such
as customer focus, continuous improvement, defect prevention, and recognition that

quality responsibility is shared by all the organisation's members (Berk and Berk, 1993).
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There 1s still no universally recognised definition of TQM, but authors write of TQM as a

form of business management for the whole organisation (Wilkinson and Witcher, 1993;

Oakland, 1993)).

TQM 1s regarded as an integration of various processes charactenising the
behavioural dynamics of an organisation. An organisation is referred to as a total system
(socio-technical), where all the activities carried out are geared towards meeting the

requirements of customers with efficiency and effectiveness (Lakhe and Mohanty, 1993).

TQM has been viewed as the quest for progress and continual improvement 1n the
areas of cost, reliability, quality, innovative efficiency and business effectiveness.

However, TQM may also be viewed functionally as an integration of two basic functions:

total quality control and quality management.

Customer satisfaction, employee satisfaction, product or service quality assurance

in all its stages, and continuous improvement and innovation, are the main ingredients of

total quality control. Whereas quality management is a way of planning, organising and
directing, that will facilitate and integrate the capabilities of all employees for continuous

improvement of services and products in an organisation to attain quality. Thus, TQM 1s a
philosophy which brings all members of an organisation together to ensure product and

service quality, improve organisational environment and attain customers needs.

3.7 - TQM Development

The evolution of quality towards TQM is the outcome of four major eras of
development as outlined by Garvin (1988). He illustrates the evolutionary process where
quality has moved from an initial stage of inspecting, sorting and correcting standards to
an era of developing quality manuals and controlling process performance. The third

stage was to develop systems for third party certification, more comprehensive manuals
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including areas of organisation other than production, and the use standard techniques

such as SPC. The present and fourth era is primarily strategic in nature and 1s based on

continuous improvement as the driving force.

Dale et al. (1990), argued that TQM is the evolution of quality management
(Figure 3.3), which after twenty years of simple inspection activities has been replaced or
supplemented by quality control, quality assurance has been developed and refined and
the most progressive companies are now working towards TQM. This emphasises that the
quality management discipline has moved from a technical-orientation to a managerial
orientation. Further, they described that TQM requires that the principles of quality
management should be applied in every branch and at every level of the organisation.
TQM characteristics are the application of good practice quality management principles

to the whole company, as popularised by the quality gurus, mainly the ideas of Deming
(1986), Juran (1988) and Crosby (1979).

Total Aim for continuous improvement
Quality Involve suppliers and customers
Management Involve all operations

Teamwork

Employee involvement

Third-party approvals

Systems audits

Advanced quality planning
Comprehensive quality manual

ualit _
gssurgance Use of quality costs
Involvement of non-production operations

Failure mode and effects analysis
Statistical process control

Develop quality manuals
Process performance data
Self - inspection

Product testing

Control Basic quality planning
Use of basic statistics
Paperwork control

Salvage

Sorting, grading

Corrective actions

Identifv sources of non-conformance

Inspection

Figure 3.3 - The Evolution of Quality Management (Dale and Plunkett, 1990)
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3.8 - The Critical Success Factors

There are some conditions for driving an organisation's long-term quality
improvement programme required in implementing the TQM philosophy (either
manufactunng or service). These are known as 'the critical success factors' (CSFs). The
idea of the CSFs 1s to identify a small number of key requirements that are such that if
these are measured as being satisfactorv towards the evolution of the TQM process, the
organisation generally will be regarded as being successfully on its path for continuous

improvement (Oakland, 1993; Porter and Parker, 1993; Bendel et al., 1993; Saraph et al.,
1989).

Porter and Parker (1993) identified eight CSFs in the TQM implementation

process that are common to successful TQM programmes. These are outlined below:

(1) Necessary management behaviours ; management should set an example by managing

quality as a key strategic issue and supporting continuous improvement.

(2) A strategy for TOM implementation; the TQM activity must be incorporated into the

organisations' business strategy and a means for continuous improvement established.

(3) Organisation for TOM, TQM requires an organisational structure which demands and

harnesses the full potential of the workforce. A team structure provides the means for

involvement and the power for quality improvement.

(4) Communication for TOM, communication provides the means of raising quality

awareness, involvement, thus reinforcing the message.

(5) Training and Education; these should cover all employees as part of an ongoing

process, with the scope and depth tailored to suit each group's needs.
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(6) Employee involvement, until everyone is involved in the process of quality

improvement, there is a major cost of lost opportunity being carried by the organisation.

(7) Process management and systems; a key part of any total quality strategy 1s the
management of processes. A documented quality system, as part of a total quality

strategy, contributes to this by managing the organisations' processes In a consistent

manncr.

(8) Quality technologies; such as SPC, quality costing, benchmarking, etc., provide the

techniques to identify opportunities and solve problems. They enable continuous

improvements and reductions in vanation to be achieved.

There are many empirical studies to identify the TQM CSFs and they contain

almost similar or comparable findings (Saraph et al., 1989; Black, 1994, Porter and
Parker, 1993, Berry, 1990). However, the most important thing to be understood by

organisations is that the CSFs are the few vital requirements that must be eftectively

attained for the successful implementation of TQM.

3.9 - TOQM Elements

TQM is receiving global acceptance and every organisation tries to follow and
implement TQM. However, Sink (1991) feels that this rush to show the world that the

TQM philosophy is being practised by organisations 1s made without proper
understanding of TQM concepts. Dale and Lightburn (1992) also claim that not all
companies are willing to embrace the fundamentals of TQM. It is argued that there 1s a
considerable number of companies who are using all the popular quality management
tools and techniques, however, these techniques, procedures and systems are used in a

superficial manner. The main reason for such a situation is the lack of management

commitment to the basic principles of TQM.



The TQM philosophy 1n 1ts holistic approach, as described previously, it embraces
both technical and behavioural aspects of an organisation as well as the environment
surrounding the organmisation. Wilkinson and Witcher (1993) argued that it 1s vital for
organisations to realise the notion that TQM 1s holistic in its approach. They summarise

TQM as three major requirements, as outlined in the following;

e Total (Participation of Everyone), TQM requires continuing improvement and getting

things nght first time. Since most quality solutions are outside the control of any one

individual or function, there is the need of team work and the maintenance of good

relationships.

e Quality (Meeting Customer Requirements), TQM requires customer-agreed

specifications which allow the supplier to measure performance and customer

satisfaction. Individuals and teams need to use quality tools and systems to facilitate

measurement and problem solving.

¢ Management (Enabling Conditions for Total Quality), TQM requires leadership and
total commitment from senior management. They must ensure that an approprate

infrastructure exists to support a holistic and not a compartmentalised approach to

organisational management.

In order to be able to achieve holistic TQM, they prescribe four critical elements,

which are first and primary leadership, teamwork, tools and internal marketing. The
overlap of these elements are shown and three secondary elements are added: processes,

policy and external customers. They argued that all these elements must be fused together

for the holistic TQM. In this research these elements are expanded to ten elements

(Figure 3.4 ) and are described below. The intention is to describe the TQM theoretical

background in which the research has been developed.
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3.9.1 - Organisational Culture

Many authors define organisational culture as the values of unconscious feelings

of good and evil; beautiful and ugly; normal and abnormal (Schein, 1985; Hofsted, 1980
and Morgan, 1997). Organisational culture 1s not so much what the organisation is, but

more what its members think 1t 1s. Basically, culture is the collective consciousness of an

organisation (Lascelles and Dale, 1993).

Garvin (1984) pointed out that even organisations in the same industry might
define quality in different ways. These different definitions of quality are rooted in the
culture of the organisation or part of it and in national culture. In this way organisational

culture dictates what people do (and what they do not do), what people perceive as good

and bad quality. In other words, organisational culture is a control mechanism for the

daily routines and the daily execution of TQM tasks.

Donk and Sanders (1993) suggested that, regarding quality management, 1t is

essential to know the organisation's culture for at least two reasons. Firstly, it 1s a starting
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point for formulating a quality management policy and selecting an appropnate way of

implementing it. In some cultures 1t will be obvious that the approach of Juran or Crosby

will yield success, while in other cultures the approach of Deming will be needed. Thus,
the knowledge of the existing organisational culture provides information on where
changes are needed and where they are not. Secondly, investigation of the organisation's

culture from the perspective of quality gives opportunities for activities in other
management areas, such as human resource management or organisational development,

to support quality management and to change the organisational culture in an integral

way.

Morgan (1997) ofiers the view that organisational culture has enormous
implications on organisational analysis and effective management. This helps us to see
that organisations are, in essence, socially constructed realities that are as much in the

minds of their members as they are 1n concrete structures, rules, and relations. He also

stressed organisational cultures influences on the TQM movement:

"_..the ‘total quality’ and ‘customer service' movements that dominated
managerial thinking and practice in the 1980s and 1990s have sought to create
a cultural change in management at large. The various theories and techniques
advocated by these movements offered new mind-sets and new values for
doing business. Their implicit aims were to create a kind of ‘cultural revolution'
that would replace the old bureaucratic way of life with a focus on a new
‘customer and quality driven' business logic. For example, many organisations
succeeded in revolutionising and reinventing themselves through the values of
'quality’ and 'customer service'. But, it is estimated that as many as 70 per cent
of the firms that set off on this new path were unsuccessful, largely because
they failed to replace the bureaucratic logic governing the old mode of
operation. Their quality programme became no more than a programme.

Despite all the money and effort that was spent, they failed to dent the

dominant culture and the political dynamic that often supports it...."
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It shows that the challenge of creating new forms of organisation and management
1s very much a challenge of cultural change. Therefore, the creation of a TQM corporate
culture i1s not just about inventing new slogans or acquiring a new leader. It 1s about
investing in what amounts to a new way of life. It means, for an organisation to be
effective in implementing TQM, top management need to transform prevailing

organisational mind-sets and political patterns. Otherwise therr TOM attempt will

become no more than programmes which, sooner or latter, will die away.

3.9.2 - Leadership

Leadership is about quality committed senior management. It is this which must
ensure that the principles of TQM are fully implemented, continually sought and
improved in practice (Wilkinson and Witcher, 1993). Deming, Juran and Crosby
emphasise the crucial role of leadership in quality management. The principal job of

managers is not control, it is making sure that workers do what they have been

empowered to do.

Leadership involves setting clear goals, involving subordinates to work towards
those goals, and providing systems and resources to reach the goals. Oakland (1993)
argued that successful quality based strategy depends very much on effective leadership.
The effective leadership starts with the Chief Executive's vision, capitalising on market or
service opportunities, continues through a strategy that will give the organisation
competitive advantage, and leads to business or service success. Together, effective
leadership and TQM result in the organisation doing the right things, right first time and

every time. Further he offers five requirements for effective leadership:

(1) Top managers developing and publishing clearly documented corporate beliefs and

objectives; a mission statement towards quality objectives.
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(2) Developing clear and effective strategies and supporting plans for achieving the

mission and objectives.

(3) Identifying the cnitical success factors (CSFs) and cnitical processes.

(4) Reviewing the management structure. Directors, managers and other employees can

be fully effective only if an effective structure based on process management exists.

(5) Empowerment, encouraging effective employee participation. Leaders must develop

effective communications up, down and across the organisation. And then take effective

action on what 1s communicated.

3.9.3 - Customer Needs and Expectations

Fulfilling the customers needs and expectations is the key to the TQM philosophy.

The organisation's recognition of the need to identify customer's requirements and to

design products and services to meet them is crucial for quality processes.

In the financial services industry it often depends on the way in which the service
is provided rather than on the features of the product. For instance, a marketing

department can develop a very effective new product, which offers a higher interest rate
and less risk than other products. However, if the account opening procedures are

extremely cumbersome, resulting in delays to the customer and a lack of understanding,

then customers satisfaction will be low and it will not meet their requirements for an

efficient and simple service (Ansell, 1993).

In considering customer's needs, expectations and the degree to which they are

satisfied, there is a need to identify the customer, who can be internal or external to the

organisation. Then, ascertain that their requirements are fulfilled by promoting a chain
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reaction, 1n which the customer supplier relationship is achieved night first time every

time both inside and outside organisation.

The benefits of making sure that the customers (internal and external)
requirements are met at every stage are enormous in terms of improving competitiveness,

reducing costs, and eliminating rework. The understanding of customer's needs and

expectations are the core element of the TQM philosophy.

3.9.4 - Human Resource Management

Perhaps the most important key to TQM implementation 1s human resource
management (HRM). However, most research has been sceptical about the extent to

which HRM 1is taking root in the TQM process (Wilkinson, Snape and Allen, 1990;
McCabe, Knights and Wilkinson, 1994).

Most companies define 'quality’ in terms of customer service and improving the
functional or relationship issues between staff and customers. This necessitates

considering the human resource issues (McCabe, Knights and Wilkinson, 1994).
Recruiting, selecting and training procedures should be modified to provide a work force

oriented to and capable of co-operatively understanding customers needs, creating value,

and improving value systems.

In adopting a TQM philosophy, organisation's job descriptions should define each
employee's responsibility for improvement, not just task performance. Cross-training 1n

job task and quality tools such as the seven new quality management tools, statistical
tools and team building are essential. Further, all managers and staff must learn to work
together, deal with customers, breakdown barriers between functions, and continuously

improve all aspects of the organisation so as to deliver the planned quality goals.
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Seddon (1989) suggested that in many organisations TQM programmes are

iitially received with some enthusiasm by the workforce, but that this soon wanes as

distllusionment sets in. He claims that this is due to management's preoccupation with the
‘hard’, measurable aspects of the programme, such as costs and production performance,
and the relative neglect of the soft’ aspects such as customers perception and employee

commitment. This 1s where HRM does appear to be most relevant for TQM

implementation

The emphasis in HRM is on commitment, self-control and trust (Wilkinson, Snape
and Allen, 1990). In a TQM environment, human resource development programmes

should not be tailored to certain aspects of training and education. The programmes must

be based on comprehensive development of human resources. In other words training and
education should not be concentrated only on skill development or task-oriented
improvement, but a balance of the attention should also be given to the psychological and

motivational aspects of the organisation's employees. Oakland (1993) stated that:

"...TQM is concermed with moving the focus of control from outside the individual to within;

the objective being to make everyone accountable for their own performance, and to get them
committed to attaining quality in a highly motivated fashion. The assumptions a director or
manager must make in order to move in this direction are simply that people do not need to

be coerced to perform well, and that people want to achieve, accomplish, influence activity

and challenge their abilities..."

The companies top management must use HRM functions to redefine the culture
and convince all the organisations members that the TQM philosophy is not another fad.
At the same time managers and staff must be appropriately rewarded for their
contributions to focus work on the quality goals. So that there will be continuous
commitment and motivation for improvement. Therefore, the management of human

resources is considered to be a key element for a successful TQM implementation

(Deming, 1986; Crosby, 1984; Wilkinson, Snape and Allen, 1990).
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3.9.5 - Training

An organisation's members need to be trained on prescriptions, methods and
concepts of quality (Deming, 1986; Crosby, 1984). Juran (1993) stated that Japanese
executives trained their entire managerial hierarchies on how to manage for quality, was

one of the majors factors for their quality revolution.

Oakland (1993) argued that the need for integrated quality training occurs at four

levels of the organisation: senior management, middle management, first level

supervision, and all other employees. He also stated that:

"..Training 1s the single most important factor in improving quality, once
commitment 1s present. Quality training must be objectively, systematically,

and continuously performed..."

Tollinson (1992) has indicated that introducing TQM calls for a training strategy
which integrates training, basic skills improvement and job skills, since they are

interdependent. It follows that the effective use of TQM tools will be dependent not only

on individuals' knowledge of these tools but also on their fundamental knowledge and

understanding of their jobs (Oakland and Waterworth, 1995).

Brown (1992) described four areas to be covered by any TQM training strategy.

Firstly, awareness programmes are needed simply to inform people what TQM is, how it

can be introduced and what 1t can do. Secondly, cultural changes need to develop

appropriate attitudes and values relating to quality. Thirdly, people need to be equipped
with tools and techniques of quality improvement, so that quality improvement teams can
be established and function effectively. A fourth area is the provision of training in job

roles, equipment use and so on, so that employees may identify improvement

opportunities.
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Oakland and Waterworth (1995), argued that the quality improvement skills

required for an organisation's members could not be obtained from conventional quality
training programmes and courses. They offer a framework of TQM training (Figure 3.5)
which has been used successfully by the European Centre for TQM within many

organisations from both the manufacturing and service sectors.

Training 1s an essential element of TQM, however, training programmes can be a
failure and a waste of companies resources if they cannot focus on an understanding of
quality requirements and knowing the methodology required to attain them. It must
involve all members of the organisation starting from top management, who have to be
the quality leader. Training should thus try to develop a common vision for quality among

all an organisation's members and then promote the cultural changes towards the TQM

philosophy.

Training
Objectives

Amend and Specify Quality
Extend Training Needs
Assess Results & Establish Training
Review Effectiveness Organisation
Implement Define and Allocate
Training Responsibilities

Prepare Programmes
and Matenals

Figure 3.5 - The Quality Training Framework (Oakland and Waterworth, 1995)
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3.9.6 - Team Work

Team working 1s the key to success in every organisation. Teams are a useful
ways of determining issues, involving those who must indicate solutions, and they are

crucial to the management of continuous improvement, or driving forces for successful

TQM (Wilkinson and Witcher, 1993).

Teamwork throughout any organisation is an essential component of the

implementation of TQM, for 1t builds trust, improves communications and develops

interdependence. The use of the team approach offers many advantages over allowing

individuals to work separately (Oakland, 1993):

e A greater variety of complex problems may be tackled by the pooling of an

organisation's expertise and resources.

e Problems are exposed to a greater diversity of knowledge, skill, experience, and are

solved more efficiently.

e Problems that cross departmental or functional boundaries can be dealt with more
easily, and the potential/actual conflicts are more likely to be identified and solved.

e The recommendations are more likely to be implemented than individual suggestions,

as the quality of decision making in ‘good teams', is high.

Teamwork is one of the most powerful tools for solving problems and meeting
continuous improvement objectives. However, teams must be based on real tasks, and
self-destruct when their purpose is achieved. Otherwise, they became self-serving and
superficial. Further, teamwork membership has to be flexible and related with no vertical

or hierarchical constraints. Leadership, empowerment and training are crucial for
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teamwork success. Wilkinson and Witcher (1991) suggested five main kinds of teamwork

for TQM success:

(1) Manage a process (autonomous work groups).

(2) Review progress and solve problems (quality improvement teams, problem solving

teams or corrective actions teams).

(3) Facilitate TQM (councils, steering and departmental liaison committees - these should

be merged into existing organisational infrastructure where possible).

(4) Ensure that product/service design and conformance are oriented to the external

market (quality function deployment).

(5) Involve to determine the relevance of quality to operations (quality policy

deployment).
3.9.7 - Empowerment

A fundamental TQM principle is that employees must be empowered to deliver
quality services and products to customers first time and every time. However, many
organisations mixed up empowerment with employee involvement. Employee
involvement means that every employee 1s regarded as a unique human being (not just a

cog in a machine), and each employee 1s involved in helping the organisation to meet 1ts

goals. It means that employees and management recognise that every member of an

organisation is involved in running the business.

Empowerment 1s a somewhat different concept. It means that in addition to

involving an organisation's members in running the business, top managers have to
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recognise that many problems or obstacles to achieving organisational goals can be

identified and solved by employees. Therefore, empowerment means that organisations

recognise this ability, and provide all an organisations members with the tools and

authonty required to continuously improve their performance. It means that management
states its expectations about employees ability to recognise and solve problems, and

empowers them to do so.

As employees become more empowered in their work, the feeling of ownership
and responsibility becomes more meaningful. The act of empowering employees provides
evidence of management's trust. For many organisations, such steps are clearly a change
in the culture. With empowerment comes the need to redefine the basic roles of upper

management, middle management, and the work force. One model under consideration at

a bank is outlined below (Juran and Gryna, 1993):

Upper management should act as shapers and coaches. As a shaper, it should create,

communicate, and support the organisation's mission. As a coach, it should help when

asked but avoid entering into day-to-day problems of middle management.

Middle management should not only run its area of responsibility but work as a group to

integrate all parts of the organisation. In addition, it must support the work force by

eliminating obstacles to progress.

The work force is the primary producer of the output for customers. Its closeness and

knowledge about its work means that it should use its empowerment to determine how

the work can best be done.
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3.9.8 - Benchmarking

The TQM philosophy consists of a process of never ending continuous
improvement. It focuses on continuous improvement of the internal business process, to
better meet customer requirements. The addition of benckmarking provides a

complementary external dimension that can accelerate improvement and galvanise

change (Hutton and Zain, 1995).

Benchmarking 1s the process of identifying, understanding and adapting
outstanding practices from within the same organisation, or from other businesses, to help
to improve performance. This involves a process of comparing practices and procedures
to those of the best, to identify ways in which an organisation can make improvements.
Thus new standards and goals can be set which, in turn, will help better satisfy the

customer's requirements for quality, cost, product and service (Cook, 1995).

Benchmarking like many other processes, relies upon the first steps being

correctly executed. This requires a systematic approach. Cook (1995) offers six discrete

steps to an effective benchmarking process:

(1) Identify and understand an organisation's processes. This stage involves gaining an 1n-

depth knowledge of the organisation's processes in order to fully understand its operation

and the key factors which determine its success.

(2) Agree what and who to benchmark. The organisation may already have a perception
of potential benchmarking partners. However, it is important at this stage to clearly

identify what and who to benchmark through a careful analysis of the options available.

(3) Collect data. There are a variety of methods for collecting data from benchmarking

partners. This can come about through the direct exchange of information or through desk
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research. However the information is gathered, its quality will directly reflect the

appropriateness of the questions asked.

(4) Analyse data and 1dentify gaps. Once data has been collected, both quantitatively and
qualitatively, it 1s possible to establish best practice and identify the gaps between the
organisation’s performance and the performance of the benchmarking partners who

provide the highest standards. In this way differences can be established and a plan of

action for improvement developed.

(5) Plan and action improvements. The action-planning stage of the benchmarking
process involves generating ideas on how improvements can be made and putting forward
ideas for implementation. The communication of the results of the benchmarking

exercise to other parts of the organisation is critical in order to make them aware of the

need for changes.

(6) Review the benchmarking processes. As the pace of change increases dramatically in
the commercial world, so best practice will change. The process of undertaking

benchmarking should be never-ending and part of the culture of continuous improvement.

Benchmarking generates an outward perspective that surpasses traditional
competitive analysis by providing a deep understanding of the process and skills that
create superior performance. It not only to identify performance géps, but also to provide
an approach for the organisation to close these gaps by dramatic, rather than incremental

improvements in process performance (Hutton and Zairi, 1995). Generally there are four

types of benchmarking, which can be undertaken by an organisation:

1. Internal benchmarking; this involves measuring and comparing company data on
similar practices from other parts of the organisation. One branch office with another,

for example. Internal benchmarking creates an environment of two-way
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communication and sharing within the organisation. It also overcomes any problems

of confidentiality and trust.

2. Competitive benchmarking; this type of benchmarking is against direct competitors. It
aims at comparing specifics models or functions with main competitors. This 1s often
easier for larger industries than smaller ones. The advantage of this type is the direct
comparison with main competitors. The disadvantage, however, is the difficulty with

which information on processes is obtained and comparison with competitors may not

point to best practice.

3. Non-competitive benchmarking; 1t 1s possible to benchmark a process by measuring
and comparing: a related process 1n a non-competitive organisation, a related process
in a different industry; and an unrelated process in a different industry. In this way,
improvements can be 1identified and adapted to the orgamsation. This type of

benchmarking compares specific functions or process with the best in a non-

competitive Industry. It 1s a positive approach, but because it 1s only related to

specific processes, it may not be of benefit to other operations in the business

organisations concerned.

4. Generic or best practice benchmarking; this approach involves learning from best

practice organisations, the leaders of the process being benchmarked. This 1s the

ultimate in terms of benchmarking applications. This approach applies to all

processes of business operation. It encourages the continuous effort of comparing

functions and processes with those which are the best 1n class.

Benchmarking is such an important element of the TQM process, basically
because it allows organisations to make a commitment to continuous improvement by

establishing objectives based on industry best practices for meeting internal and external

customer's requirements.
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3.9.9 - Tools

When data collection and analysis for the purpose of quality improvement became
popular in the early 1980s, considerable attention was focused on Japan's "seven tools for
quality control”. Imai (1986) lists the seven tools as Pareto diagrams, cause and effect

diagrams, histograms, control charts, scatter diagrams, graphs, and check sheets.

These tools can be very helpful provided they are used appropnately. Too often, a

tool for data analysis 1s used for its own sake, out of the context of systematically

building knowledge and taking action for improvement. This may be done in the
mistaken belief that the tool 1s able to lead the user to ask the right question about the
process. Unfortunately, no tool is able to provide a rationale for analysts, or provide a

substitute for thought. Even if the environment encourages use of particular tools, tools

can be misused if they are not integrated into a framework of theory that provides

guidance on their appropriate use.

The TQM process requires tools and methods that can be applied to improve

performance. Defining and understanding these, helps to identify and resolve quality
problems effectively and efficiently. Here, some of these tools and systems are presented.

This list is by no means exhaustive but it covers the TQM theoretical approach for

financial service organisations adopted in this research.

e The seven new planning tools. These new tools include: affinity diagrams; relations
diagrams; tree diagrams; matrix diagrams; matrix data analysis; process decision
programme charts; and arrow diagrams. These tools were developed by the Japanese

to collect and analyse non-qualitative and verbal data, particularly from sales,
marketing, design and development activities. They are typically used when

employing quality circles and QFD methods. The seven new planning tools are

described briefly in Chapter 8.
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¢ Quality Function Deployment (QFD) is a key TQM tool that systematically
analyses customers' requirements in order to develop them into product, service and
business operations. QFD is driven by what the customer wants, and, for this reason,

the QFD methodology is often described as deploying the voice of the customer.

QFED 1s fully reviewed in Chapter 8.

e Quality standards are essential tools for industry and commerce and provide the
basic ingredients for competitive and cost-effective business operation. Ansell (1993)
argued that applying ISO 9000 (or BS5750) in financial service organisations resulted
in a number of major internal changes such as: (1) establishment of professional
management standards with the development and maintenance of controls; (2)
identification of duplication and wastage through the preparation of end-to-end
procedures; (3) ensuring contingency and multi-skilling through using procedures and
traiming to enable staff to undertake a wide variety of tasks; (4) motivating and
involving staff 1n driving towards the achievement of an externally assessed standard;

(5) avoiding complacency and introducing a programme of continuous quality

improvement and cost reduction.

e Quality Circles. A quality circle may be defined as a group of workers doing similar
work who meet voluntarily at a regular time in a normal working day under the

leadership of their supervisor. The aims are to identify, analyse and solve quality-

related problems, also recommending solutions to management (Oakland, 1986).
Where the introduction of quality circles is carefully planned, members are given
training in problem-solving techniques and where the company environment is
supportive, they can be highly successful. The benefits fall into two categories:

measurable savings and improvements in the attitudes and behaviour of people (Juran

and Gryna, 1993). However, if the organisation fails to provide sufficient support,

either from management or in terms of resources for operation and training, the
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quality circles initiatives may fail (Brennan, 1992). The consequences of failure can

be quite costly for the organisation. When TQM tools such as quality circles are used

badly it may ultimately do more harm than good.

Business process reengineering (BPR). Hammer and Champy (1993) offer a formal
defimtion of reengineering: "Reengineering is the fundamental rethinking and radical
redesign of business processes to achieve dramatic improvements in critical,
contemporary measures of performance, such as cost, quality, service and speed”. In
other words, BPR deals with eradication of old processes by rethinking and
redesigning business processes towards improving organisational performance. TQM.
philosophy dictates that organisation must have a never ending continuous
improvement performance culture. Thus, organisations should be able to integrate
BPR with the TQM philosophy, and should reap the rewards of integrating continuous
improvement and reengineering of processes (Zairi and Sinclair, 1995). Indeed, TQM

as such is an umbrella philosophy that it allows the adoption of any tool or method

which can promote continuous improvement.

3.9.10 - Measurement Procedures

A successful quality programme depends on having the appropriate measurement

procedures. Traditional performance measures based on cost-accounting information

provide little to support TQM, because they do not map process performance and

improvements as seen by the customers. Measurement is important in identifying

opportunities and comparing performance both internally and externally (Oakland, 1993).

Ansell (1993) pointed out that without measurements quality 1s just a warm

feeling and a costly overhead. TQM is a philosophy in which continuous improvement,
customer focus, employee empowerment and supplier involvement lead to enhanced

organisational performance. Therefore, TQM requires the addition of new diagnostic
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measurements to ensure that the total quality process is working. Some of these

measurement tools are:

o (Customer surveys, which are essentially used to establish customer needs and

expectations;

o Employee surveys, which provide management insights necessary to empower

employees and improve the organisational culture;

o Analysis of complaints, which are an effective way of monitoring if the quality of
services and products have been delivered to customers in conformity with design.
However, it will not always guarantee that customers will complain about poor

quality, thus, this may compromise the reliability of this tool

o Suppliers assessments, these are important to measure the performance of suppliers

because a significant number of defects or failures in the organisations' products or

services may be coming from outside of the organisation.

In addition to these, benchmarking and QFD can be added to the TQM
measurement process. Further, organisations, which are in a more advanced stage of the

TQM process, can apply self assessment models such as the European Quality Award

model (EQA) and the Malcolm Baldrige National Quality Award (MBNQA). These

processes of self evaluation have been widely used by service and manufacturing

organisations.

A survey by McCabe, Knight and Wilkinson (1994) identified that there are a
number of techniques employed to measure quality improvements in the UK financial
services, such as customer questionnaires, monitoring the number of complaints and

marketing research. Measurement is a fundamental element of TQM, it should not be
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used just as a communication medium or to provide members of the organisation with

encouragement. It has to promote management action when the processes measured start

to go in the wrong direction, and to prioritise the distribution of resources emphasising on

continuous improvement.

3.10 - TQM and Organisation Changes

TQM success 1s very often directly related to an organisations ability to create an
environment that empowers and challenges its members to change and improve their
performance continually. However, achieving the level of cultural change required by

TQM 1is not an overnight process. Such a change must be planned and carefully

implemented.

Lascelles and Dale (1993) identified six majors change forces ("trigger forces")
which play a significant role in the process of organisational change for quality
improvement: the CEQ; demanding customers; competition; the need to reduce costs; a
restart situation and a greenfield venture which may be defined as a new company or a

new operational direction for an existing company. These trigger forces can be
categorised as catalysts of change (competition and costs), change agents (demanding

customers and chief executives) and change opportunities (greenfield ventures and restart

situations).

It is well known that an organisation's members are often resistant to changes.
This is especially true in the case of transformational change such as the one promoted by
the TQM philosophy. In this context many factors come into play, such as fear of the
unknown, habit, the possibility of economic insecurity, threats to social relations and

failure to recognise the need for change (Almaraz, 1994 and Nadler, 1988).
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Strebel (1994) suggested that organisational changes based primarily on the
change drivers, ignoring the force of resistance are as prone to failure as those dealing
primarily with the forces of resistance, ignoring the change drivers. The importance of the
forces of change and resistance were pointed out in the 1940's by the psychologist, Kurt

Lewin who suggested that change is a three stage process (Table 3.6 ) whether individual,

group or organisational level is concerned (Strebell, 1994; Dale and Cooper, 1992).

Table 3.6 - Lewin's Three-Stage Process for Change (Dale and Cooper, 1992

Before any change can take place, the established methods and patterns of
behaviour must be broken down. People may be unaware of these established
procedures until their attention is directed to them, and only then may their
effectiveness be challenged. This demonstration of current ineffectiveness i1s

essential for change to take place. People will willingly become involved in a
change process only when they have accepted the need for change. The early
activities of an organisational change programme are usually designed to bring
about this unfreezing.

Once current behaviours and attitudes are unfrozen, it is possible to work on the
change process. This can be done using any of the following interventions:
strategic planning activities, goal setting, coaching and counselling, team
building (including the development of cross-functional teams), techno-

structural changes, a formal programme of TQM education and training, etc.

For people to operate effectively, their behaviour must be reasonably stable. An
individual or organisation in a state of constant change will achieve little. This
means that the new behaviour must be allowed to stabilise. Usually people are
very good at doing this for themselves. All that is needed is time for re-freezing
to occur naturally. Sometimes activities are included towards the end of a
change programme that are designed to enable participants to look forward and
review the effects of the planned changes. If these are perceived as beneficial,

this review will aid the change process.
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A successful organisational change is started with the mission statement, analysis
of the critical success factors and understanding the key issues of the change process.
Some of the obstacles to TQM implementation and resistance to change may be

overcome through education, communication, participation, leadership and senior
management's commitment. The change processes should be carefully planned and must

start from the top and move to the bottom of the organisation involving all the

organisation's members 1n the process.

3.11 - Quality From Manufacturing to Financial Services

In the 90's quality has became a reality in the service industries. The service
organisations top managers became sensible to what their partners in the manufacturing
sector discoyered in the 80's. The service organisations' senior managers realised that
"quality" was not just an invigorating slogan but the most profitable way to run a
business. Reducing defects can lengthen the customers' relationship with the company,

profits will then nise considerably. As the quality revolution in manufacturing had a

profound impact on the competitiveness of companies, the quality revolution 1n service

will create a new set of winners and losers. The winners will be those who lead the way

of managing towards zero defections (Reichheld and Sasser, 1990).

Nevertheless, 1t 1s important to consider some relevant questions about the
different environments (internal and external), between service and manufacturing

industries, when considering quality management in financial services. For example, the

difference between managers and supervisors; supervisors and shop-floor workers; or

managers and shop-floor workers in a manufacturing environment. They are members of

different groups and the integration among them has to be achieved as an initial condition

to start any TQM programme.
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In a financial company the internal situation is entirely different. Managers and

staft are more closely related. The job descriptions are often developed with the real

possibility of the staff member becoming a manager as a natural evolution of their career
in the company. Thus in financial services, the staff members perceive themselves much

closer to the management team than in the manufacturing sector.

Furthermore, in manufacturing processes the raw materials and final products are

accountable and controlled. This enables total quality control before the customer

accesses the goods. In financial services, the degree of intangibility of the service
delivered and intense face to face contact between employee and customer during the
process itself, make the organisation unable to control the quality performance of the
service delivered before 1t 1s accessed by the customer. Thus, it can be said that the
primary raw matenal in the financial service industry is the customer and the primary
resource 1s the employee. Another area of difference is the use of statistical techniques on
individual product/services. Manufacturing goods can have a statistical tolerance level
imposed. However, 1n a banking service the money transaction must be absolute. This

means that no mistake can be tolerated by the customers, all transactions must be 100%

accurate.

Finally, one fundamental difference is that the customer is normally both the
supplier and the buyer of financial services. One obvious example 1s a financial
transaction where a customer pays in cheques and credits at one end of the system and

these are processed through to ensure that the customer accounts are appropnately

credited at the other end.
3.12 - TQM in The Financial Services Sector

Services industries in the 1990's are competing in an environment characterised by

increasing customer awareness and expectations of quality. These are enhanced by
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sophisticated delivery systems resulting from technological advances. Corporate

responses encompass increased efficiency, more focused product and market strategies,

and an emphasis on quality of service (Lewis, 1991).

Meanwhile, the financial service sector has seen the proliferation of new players

which has changed the whole face of financial retailing in the space of 10 years. As a

result, the standards customers expect of a financial supplier, whether it is a bank,
building society, insurance company or a high street retailer now moving into the sector,

have risen and this process is likely to continue.

These have forced financial services' organisations to offer high quality services
and products as a way to gain competitive advantage for attracting and keeping their
customers. However, to achieve a high level of the product and service quality it requires

that financial service organisations understand the nature and scope of product and

service quality in the minds of their customers (expectations). A company can achieve a

strong reputation for quality only when it consistently meets customer expectations.

Berry et al. (1990) study imperatives of quality in the service industries. They

identify five principal dimensions which customers use to judge a company's quality

services:

o Tangible. The appearance of physical facilities, equipment, personnel, and

communication matenal;

o Reliability. The ability to perform the promised service dependably and accurately;
o Responsiveness. The willingness to help customers and to provide prompt service;

o Assurance. The knowledge and courtesy of employees and thetr ability to convey trust

and confidence;

77



e Empathy. The provision of caring, individualised attention to customers.

Knowing what the customers expect is, of course, only part of the quality process.
Another part, which Leblanc and Nguyen (1988) suggested as the most important factor
for service quality 1n banking institutions, is actually satisfying customers by meeting
their expectations. Customer satisfaction in a financial service organisation may depend
on a four-tiered structure of products and services: (1) goods and services offered by the
bank; (2) customer service; (3) physical and technological facilities for customers access
to goods and services; (4) the manner in which managers and staff provide services

(Schwatz, 1989; Gardiner and Mitra, 1994). Ideally customers should be satistied at all

four levels.

By adopting the TQM philosophy, financial service organisations can achieve all
four levels described above simultaneously. Further, a well implemented TQM process
will not only enhance the organisations' relationship with its customers, but will also

promote employees motivation and, ultimately, shareholders with a conviction of the

value of their investment.

The issues stated above seem to be sufficient reasons for top managers concerned
about the needs of implementing TQM in financial services. It may have already been

implemented in some organisations, but is this quality process a real symbol of the quality
revolution within financial services, or is it just a fashion style adopted from the

manufacturing sector? Whatever it is, there is a clear indication that a sensible TQM

programme, based on a financial service environment, has to take oft.
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3.13 - Summary and Conclusions

This Chapter started by describing quality concepts and definitions from the
literature (Sections 3.2 and 3.3). A comprehensive definition of quality was offered:
"quality of a service or product is meeting customer needs and expectations at a price
which they are willing to pay”. It was argued that the meaning of "quality" for any
organisation depends upon its usage and application. The most important 1s that "Quality”

has to be approached as a system involving every aspect of the organisation.

It was outlined that a common understanding of the meaning of "quality” can help
an organisations' members to focus the company quality improvement processes. In this

context five generic definitions of quality and their importance in the contextual

environment of services industries were presented.

In order to introduce the theoretical foundation of quality management the 1deas
and prescriptions for quality improvements as advanced by the quality gurus (Deming,
Juran and Crosby) were also discussed (Section 3.4). In Section 3.5 the Japanese total
quality revolution was outlined. Evidence shows that the Japanese quality process was not

only based on cultural traits but the result of positive leadership toward quality

improvements, senior management commitment, clear objectives and employee

involvement. Then it was argued that it can be adopted by any Western organisation 1n

either manufacturing or the service sector.

The management philosophy of TQM is based on quality as presented in Sections
3.6 and 3.7. It is shown that TQM is an integration of processes involving all an
organisation's processes and members to be driven by customers requirements and a focus

on the never ending search for continuous improvement. TQM is argued to be an

evolution from technical quality control based on inspection activities, to a more holistic
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and strategic approach adopted in the 1970's in Japan; in the 1980's in the Western

manufacturing sector and in the 1990's in service industries.

In Section 3.8 the cnitical success factors were discussed and some empirical
findings from the literature were presented. It is argued that TQM success is directly

related with the definition, measurement and fulfilment of the CSFs.

Although the literature on quality management offers insights into the concept of
quality and the development of the quality movement, the TQM philosophy is still in a
very early stage. The concepts and elements of TQM have been somehow misunderstood
and the holistic TQM approach needed has been seldom applied. In Section 3.9 a holistic
TQM philosophy and its main elements were presented and discussed, and it was
suggested that organisations should embrace TQM as a holistic system 1nvolving soft
issues such as organisational culture as well as hard issues such as techniques and tools.

Therefore, transforming and changing organisations towards a never ending continuous

improvement philosophy.

The critical elements needed to implement a holistic TQM process include
organisational culture; leadership; customers needs and expectations; human resource
management; training; team work; empowerment; benchmarking; tools and measurement
procedures. Thus TQM 1is about transforming an organisation by promoting changes in

businesses operations and the company environment. These issues were analysed and

described in Section 3.10.

Finally, in the Section 3.11, the service sector quality movement was discussed

and the major comparison between financial services and the manufacturing sector was

analysed. Then in Section 3.12, it was argued that deregulation, increased competition

from inside and outside of the industry and the raising of customers demands for quality

brought the TQM philosophy into the financial service sector.
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Quality seems to be the most critical success factor to get competitive advantage
in this even tougher competitive industry. However, empirical studies are needed to
generate more knowledge and understanding of the TQM movement in the financial
service industry. Furthermore, it can provide the opportunity, to better understand the
TQOM philosophy's strengths and weaknesses in this industry, channelled towards

developing a more comprehensive and holistic approach for quality management in the

financial services sector.
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Chapter 4 - A Brief Profile of Brazil

4.1 - Introduction

Since the research was carried out in Brazilian organisations, it is relevant to
outline some information about the country. This chapter presents a general description
of the social and economic background of Brazil as well as discussing the introduction of

the national quality programme in the 1990s. A summary of the Brazilian financial

service sector, 1ts evolution and development are also included.

The chapter begins with a general description of the social and economic
background of Brazl (Section 4.2). Then, Section 4.3 looks at the major economic
factors and the political development as well as outlining regional differences. In Section
4.4 some Brazilian statistical data are presented. Section 4.5 follows with a summary of

the national quality programme. Finally, Section 4.6 describes the Brazilian financial

service system.

The matenal presented in this chapter is almost entirely composed of current
literature published about Brazil in newspapers and magazine surveys (Financial Times,
10 June 1997; The Economist, 20 April 1996; Exame Magazine, June 1996); as well as
academic books and articles about society, business and quality management processes

(Scheneider, 1996; Page, 1995; Macedo Soares and Chamone, 1994).
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Figure 4.1 - Map of South American (Microsoft Encarta, 1996)

4.2 - Geographic, Politic and Eco::omic Background

Brazil is a vast, triangular country facing the Atlantic ocean on the east, bounded
on the west and south by five neighbours (Uruguay, Paraguay, Argentina, Bolivia and
Peru) and by five others to the north (French Guana, Suriname, Guyaha, Venezuela and
Colombia), see the South American map Figure 4.1. With nearly 3.3 million square

miles, its area is 48 per cent of the land-mass of the South American continent and could

almost contain Europe. Most of the people of Brazil live near the Atlantic Ocean. About
80 percent of the population lives within about 320 km of the Atlantic coast. The country,
which was once a Portuguese dependency, became an independent republic in 1889. It is

a nation of huge natural resources such as gold, gems, metals, oil, rivers and water-falls.

Usually, when people talk about Brazil the buzz-words are: football; coffee;

carnival and now more fashionably, preservation of the Amazonian rain forest. Seldom is
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it realised that Brazl is ranked fifth in the world in both population and territory. Its
Gross Domestic Product (GDP), exceeds US $760 billion, making the country the globe's
ninth largest economy. Making up nearly half the South Amenican landmass, being twice
the size of Mexico, Brazil constitutes most the vast Amazon basin. Not only is Brazil
territorially almost the size of the United States or China, and the Amazon by far the
world's greatest niver, but it also has an extremely diverse resource base, including most

of the minerals required by modemn industry; produces a wide vanety of agricultural

crops; and comes close to being world leader in livestock production.

Brazil's vastness is matched by its diversity. Its population of at least partial
African descent (roughly 70 million) is substantially greater than that found in North
America including the Caribbean or that of any African country except Nigeria. Yet with
nearly 90 million, European-descended Brazilians match the population of Mexico.
Brazil has two of the world's largest cities, Sdo Paulo and Rio de Janeiro, lying in close
proximity to each other. In the entire Southern Hemisphere these are nivalled in size only
by Buenos Aires and Jakarta, globally these cities are in a league with Tokyo, London,
New York, and Mexico City. But huge as they are, these mega-metropolises account for
but one-sixth of the country’s population. Brazil has also another eighteen urban centres

of between 780,000 and 3.8 million inhabitants.

With a population of more than 155 million people (census 1996), Brazl is
politically and economically divided into five distinct regions (South; Southeast;
Centre-west; Northeast and North) composed of 26 states and the Federal District. The
states, in descending order of population, are S3o Paulo, Minas Gerais, Rio de Janerro,
Bahia, Rio Grande do Sul, Parani, Pernambuco, Ceara, Para, Maranhdo, Santa
Catarina, Goias, Paraiba, Espirito Santo, Piaui, Alagoas, Rio Grande do Norte,

Amazonas, Mata Grosso, Mata Grosso do Sul, Sergipe, Rondonia, Tocantins, Acre,
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Amapa, and Roraima. The federal district includes Brasilia, which replaced Rio de

Janeiro as the national capital in 1960.

Brazil 1s a very urbanised country. Whereas it was 36 per cent urban in 1940,
the late census of 1996 designated a rate of more than 76 per cent urbanisation, with
over 54 per cent of 1ts population residing in cities of 100,000 or more inhabitants. The
largest city 1s Sdo Paulo, the centre of Brazilian industry, with a population of 16.3
million. Other leading cities, include Rio de Janeiro, the former capital of the country
and a commercial/tourism centre (9.9 million persons); Belo Horizonte, an impressive
industnal pole, trailing only S3o Paulo and Rio de Janeiro in this regard (3.8 million
persons); Salvador, a port located in a fertile agr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>