Deming's Theory of Profound Knowledge

The Foundation for Transformation

Have you ever flown on an airline that had a late arrival or departure? Was the first thing you wanted to do was blame someone? Who should you
blame; the ground crew? The baggage handlers? The pilot? The airline management? The airline attendant?

Thinking about whom to blame in this situation makes no sense if you appreciate a system. What is a system? A system is a network of
interdependent components (processes) that work together to accomplish an aim or purpose. Think about the airline industry. Optimizing the
airlines requires tremendous coordination and cooperation. Maximizing the individual efforts on each flight will not achieve optimization of the
entire system. Each individual must understand his or her responsibilities, tasks and how they coordinate perfectly with the rest of the industry
(system). But trying to blame one portion of the system makes no sense because the industry is too complex.

Management’s job is to optimize the entire system over the long-term. Employees cannot improve the system on their own. Only management has
the ability to make the necessary changes to create long lasting and long-term improvement.

Most managers ask that people give their best effort and even extra effort., Asking for extra effort from workers makes no sense when you
understand the principle of appreciation of a system. Appreciating a system has a different set of implications.

For example:
*  You will only get what the system will deliver.

= The errors, problems and successes of an organization come from the system not the people. If management wants to achieve different
results, they must make changes in the system and not with the people.

= At least 94% of troubles and possibilities for improvement belong to the system.
= 85% of the impact of a process occurs (originates from) the first 15% of the process.
* Every organization also needs to have an aim to become optimized.

An effective manager must understand how to study a system. He/she must enable employees to help study the system. ‘
Key points to remember:

*  You will only get what the system will deliver
= At least 94% of troubles and possibilities for improvement belong to the system
= Asystem is a network of interdependent components that work together to try to accomplish an aim
* Aim - a system must have an aim - management sets the aim with input everyone must understand the aim
* Systems are management's responsibility
* Management's job is to optimize the entire system over time
= Over time requires innovation
= 85% of the impact is in the first 15% of the process

= Loyal customers is the focus




Imagine going to a restaurant and having a nice meal. The service was good and the atmosphere attractive. You decide to go back and bring a
colleague. The second experience is different. The food was poor and the service slow. How does that impact your trust level with that
restaurant? Do you ever go back?

Variation is a villain of quality. It is also the villain of trust with customers. The greater the variation in your processes the less chance your
customers will trust you. The less they trust the less chance they will return.

Variation is also the villain of profit. The greater the variation in your processes the less profit you make. Variation is a voice of the system.
Effective managers understand how to identify variation, measure it and gain cooperation from employees to remove it.

Effective managers must use statistics to make the invisible visible (i.e. show patterns and types of variation).
Variation causes waste. Employees do not enjoy working in an environment of waste and therefore employee foyalty to negatively impacted.

Effective managers also know when to take action and when to not take action. Studying variation (using statistics) enables a manager to know
where the problems are and where to change the processes. An effective manager must learn to distinguish between special and common causés
by use of control charts.

Management must understand how to continuously shrink variation in the system. The outcomes of this approach are;
= Improved quality
= Reduced costs
= Increased Profit
= Increased customer and employee loyalty
Key Points to remember
» Variation happens - it is the voice of the system or process
* Use statistics to make the invisible visible - show patterns and types of variation
= Must distinguish between special and common causes by use of control charts
= Must act according to type of cause and avoid tampering
* Applies whether have data or not - without data must be guided by theory

* Manage variation - reducing variation most often reduces costs




#3. Theor now e

Knowledge is the enhancement of the capacity for effective action. If you have knowledge you can make a prediction and then take effective
action. The ability to learn faster and faster is the only sustainable strategic advantage today for an organization. How does your
organization learn? The effective manager knows how to help his or her employees to learn more and more about: their processes, themselves
and their customers.

What prevents learning?
* Fear: The most effective managers look for ways to reduce fear in the organization

= Ineffective theory : Unless you have adopted the most effective theory of management you won't achieve the results you want. "The
problem is not what we do not know, it is what we know that is not so.” The most effective theory leads to excellent questions that lead to
learning. Without theory, experience and examples teach nothing. Knowledge is based on a theory that is tested over time. Interpretation
of data from a test or experiment is prediction and prediction increases knowledge. Management's main responsibility is prediction. When
you are able to predict you increase trust

* Alack of clarity : There is no true value of anything measured or observed and so an organization needs working and operational
definitions. Employees must be trained in all of these and it is management'’s job to provide the clarity and the training. Clarity is power.

= Poor communication : Knowledge must be shared in an instant to optimize learning. Any delays in sharing knowledge will negatively
impact profit and loyalty. It is management’s job to know how to speed the communication of knowledge.

* An ineffective method : The most effective method of learning is to use the Plan Do Study Act (PDSA) cycle. The most effective
managers understand how to use this learning cycle and they know how to coach others to use it.

* Key Points to remember :
* The problem is what we know that is not so
* Information is relative so we need working and operational definitions for everything
» Management in one word is prediction

* Learning - Plan Do Study Act (PDSA) cycle




The Shewhart Cycle - The Deming Wheel - Plan-Do-Check-Act

Walter A. Shewhart first discussed the concept of PDCA in his 1939 book, Statistical Method from the Viewpoint of Quality Control, although it was
Shewart's protégeé Deming who encouraged a systematic approach to problem solving and promoted the now widely recognized four step process
for continual improvement.

Deming refers to it as the PDSA Cycle (Plan Do Study Act) or the Shewhart Cycle. The Japanese call it the Deming Cycle. Others call it the PDCA
Cycle (Plan Do Check Act) or the Deming Wheel,

The model can be used for the ongoing improvement of almost anything and it contains the following four continuous steps: Plan, Do, Study and>
Act.

Plan Develop a plan for improving quality at a process
Do Execute the plan, first on a small scale
Study Evaluate feedback to confirm or to adjust the plan

Act Make the plan permanent or study the adjustments
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Why do people behave the way they do? Is it because others motivate them? Is it because they want to? Is it because they want a reward or are
afraid of punishment? Or, is it all of the above? People want to do a good job. They want to contribute, to make a difference and to have pride
and joy in their work,

To manage people, we need to know something about:
= Their needs
= What brings out the best in them
= The way they are best motivatec
*  What robs them of their joy in work

= The way they interact and more

Extrinsic Motivation is from outside of a person. Intrinsic Motivation originates from within, a fundamental or inherent part of the nature of a
person. What would cause a person to do a better job, an extrinsic or an intrinsic motivator? Intrinsic motivation motivates, extrinsic moves.
People are different from one another. They learn in different ways and at different speeds. Managers must understand how to recognize this and
adapt. Effective managers must recognize differences in people and use such differences to optimize. They need to tap into intrinsic motivation”
(people's self-esteem and dignity).

A principal problem with our prevailing management approach is over reliance on extrinsic motivation that smothers intrinsic motivation.

The motivating manager recognizes there are four elements that provide the optimal environment for nurturing seif-motivation.

1. Employee’s basic needs.

2. Employees experience meaning in his or her work.

3. Employees have pride and joy in their work because they can see for themselves how they do a good job.
4,

Employees have an opportunity to grow personally (learn and educate themselves in what interests them).

Key points to remember
= People want to do a good job - contribute - have pride and joy in their work
* Managers need to tap into intrinsic motivation (self-esteem, dignity and desire to learn)
* Managers need to recognize differences in people and use such differences to optimize

*  Managers must drive out fear and build trust




DEMING'S 14 POINTS for the Transformation of Management

1. CREATE CONSTANCY OF PURPOSE. Create constancy of purpose toward improvement of product and service, with the aim to
become competitive and to stay in business, and to provide jobs

2. ADOPT A NEW PHILOSOPHY. We are in a new economic age. Western management must awaken to the challenge, learn their
responsibilities, and take on leadership for change

3. CEASE MASS INSPECTION. Cease reliance on mass inspection to achieve quality. (Some processes where the probability and cost of
error is great may be exceptions, e. g. bank proofing operations. )Eliminate the need for inspection on a mass basis by building quality
in the product in the first place

4. MIN. TOTAL COST:SINGLE SUPPLIERS. End the practice of awarding business on the basis of price tag. Instead, minimize total cost.
Move toward a single supplier for any one item on a long-term relationship of loyalty and trust.

5. CONSTANTLY IMPROVE SYSTEMS. Improve constantly and forever the system of production and service to improve quality and
productivity and thus constantly decrease costs

6. INSTITUTE TRAINING ON THE JOB

7. INSTITUTE LEADERSHIP. The aim of leadership (supervision) should be to help people and machines do a better job. Supervision of
management is in need of overhaul, as well as supervision of production and service workers

8. DRIVE OUT FEAR. Drive out fear, so that everyone may work effectively for the company

9. BREAK DOWN DEPT. BARRIERS. Break down barriers between departments. People in research, design, sales, and production must
work as a team to foresee problems of production and in use that may be encountered with the product or service

10. ELIMINATE SLOGANS, ETC. Eliminate slogans, exhortations and targets for the work force asking for zero defects and new levels of
productivity. Such exhortations only create adversarial relationships since 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 MANAGEMENT BY NUMBERS. Eliminate work standards (quotas), management by objectives, management by numbers,
and numerical goals for both management and workers. Substitute leadership

12. REMOVE BARRIERS THAT ROB PRIDE. Remove barriers that rob people of their right to pride of workmanship. Supervisors should be
responsible for quality, not numbers. Eliminate annual reviews and merit ratings o

13. INSTITUTE EDUCATION. Institute a vigorous program of education and self-improvement for all employees

14. INVOLVE EVERYBODY. Put everybody in the company to work to accomplish the transformation. The transformation is everybody's
joh,




N oUW A WN R

THE 7 DEADLY DISEASES

LACK OF CONSTANCY OF PURPOSE

EMPHASIS ON SHORT-TERM PROFITS

EVALUATION OF PERFORMANCE, MERIT RATING, OR ANNUAL REVIEW
MOBILITY OF MANAGEMENT

RUNNING A COMPANY ON VISIBLE FIGURES ALONE (counting the money)
EXCESSIVE MEDICAL COSTS

EXCESSIVE COSTS OF LIABILITY, swelled by lawyers who work on contingency fees



