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Quality Is Not Enough

Quality is one of the critical ingredients for organizational success, but it’s not the only ingredient.

The story has, by now, worked itself into well worn legend.  The American auto industry was headed down the tubes.  The Japanese were biting off hunks of American market share.  Then, a Ford executive stumbled across a television documentary that focused on the considerable contributions W. Edwards Deming made to the Japanese economic miracle by teaching them the techniques of continuous quality improvement.  Ford adopted the Deming approach.  It regained market share and became America's most profitable auto manufacturer and lived happily ever after.

All of that story is true except for the "happily ever after" part.  Ford's profits tumbled.  It gained market share but largely at the expense of GM and Chrysler.  That's not the way the story is supposed to end.  America was supposed to beat the Japanese at their own game but they hammered Detroit and Germany with a new pack of high end luxury cars, sports cars and utility vehicles.

What's the problem here?  Deming's chain reaction says you "(a) improve quality; (b) costs decrease because of less rework, fewer mistakes, fewer delays, snags; (c) productivity improves; (d) capture the market with better quality and lower price; (e) stay in business; (f) provide more jobs."  American car manufacturers got the quality up.  Why did market share continue to fall?  Quality is not enough.  The Japanese changed the game again just as the Americans were beginning to put their hands around the fundamentals of quality.  The advantage no longer derived from quality but shifted to price.  
In a 10-year span (1973-1983), Harley‑Davidson's share of the 850cc-plus market dwindled from 77.5 percent to 23.3 percent, with Honda's share almost twice that at 44.3 percent.  Harley's dilemma was that improved quality and newly engineered engines alone could not bring back lost market share.  Yes, Harley absolutely had to lift its quality to survive at all.  But even when it did so, the Japanese, with already high quality, still had a substantial edge in price.  Harley-Davidson had to fix its quality problems before it could become a world player again; but having done that, something else fueled demand for these unique American products, something those that know the bikes and their markets call the "Harley mystique."  Harley recaptured its mystique and as its market share worldwide swelled, Honda, certainly a name associated with the very highest quality, watched its share drop like a rock.  It could match Harley in quality, styling and engineering, but it can't capture the "Harley mystique."

The Japanese demolished Swiss domination of the watch industry in the late seventies.  Seiko and Citizen launched a worldwide attack that was quality based.  But then Swatch did them one better and designed watches that were fashion statements and inexpensive to boot.  The Swiss reasserted themselves and took a major portion of their market back.  The Swatch products are of high quality.  But that's not what delivered competitive success.  Quality was the price of admission.  It bought the right to play.  Smart marketing won the game.

There was a small grey pin the size of a dime stuck on the jacket lapel of W. Edwards Deming.  It was recognition that Japan regarded him as a national treasure.  As well it should.  More than any other individual, Deming gave the Japanese the tools to carve out the quality advantage that gave them market dominance in so many sectors during the '80s.

But someone else probably deserves a pin from the Japanese.  Namely, Northwestern University marketing professor Philip Kotler.  It was principally his text, Marketing Management, that the Japanese translated and adopted.  Because as critical as quality was to Japan's success, so too was marketing.  Having claimed the quality position in cameras, Japan moved to automate, shrink and lighten them.  They followed a similar progression with countless other products.  What they did was good old-fashioned marketing.  Identify customer needs.  Then offer products and services that meet those needs better than the competition.
Markets shift as the focus of competitive struggles change.  Like a pendulum, customer demand can swing from quality to price and then back again.  The Chinese economy has blossomed based on a simple formula of pretty good (not great) products at very low cost.
Perhaps the most powerful argument for not becoming myopically engrossed by your quality initiative is that old bugaboo, "innovation."  Continuous quality improvement assumes that you're always making "it" better.  Always working to reduce variation.  Making thousands of incremental changes through focused process improvement.  "It's" always improving as it moves down the never ending road to quality.  But what if somebody introduces a completely new "it?"  You can end up with the world's best buggy whip about the time somebody makes the horse obsolete.  For centuries craftsmen forged, with ever increasing quality, swords of deadly design.  Then somebody invented the rifle - crude and unreliable at first but eventually rendering the sword a quaint anachronism.  Movie fans will remember Indiana Jones' response to a menacing foe who confronted him with blinding sword play.  Our hero calmly drew a revolver and dropped him.  Beautiful sword of the highest quality wielded with awesome speed.  But also largely irrelevant.

An organization too engrossed in continuous improvement can get bushwhacked by "break through" innovation.  As the Americans were finally getting the "fit and finish" on their cars worked out, the Japanese began building transmissions that automatically transferred power from rear wheels to front wheels and back to the rear wheels as the car moves through a corner.  This wasn't quality improvement.  It was exceptional innovation.

Almost every quality improvement program emphasizes that quality must be defined from the customer's perspective.  The health care customer - consumer, physician and employer - will prefer those organizations that can demonstrate superior quality.  But "quality parity" may eventually be achieved among many health care organizations just as it was achieved among auto manufacturers.  Even before parity is achieved, the game will begin to shift.
A holistic approach to organizational competitiveness is critical if an organization is to protect itself from being blindsided.  Think in terms of a triangle with quality on one side, cost on the second side and innovation on the third.  You need to work all three sides of the triangle to thrive in the long run.  Focusing too heavily on one side can make an organization extremely vulnerable.  Strength on one side gives you a ticket to play, it doesn't assure you a win.

There is more than one path to quality.  The oldest quality success story in health care flourishes amidst the wheat fields and dairy cows of Minnesota.  While everyone else scrambles, quality leadership rests securely in the hands of Mayo Clinic.  A tight culture, teamwork, a systems approach and a high level of integration gave the "Mayo Model" its power.
Those who know Mayo Clinic and are also familiar with Japan's quality will notice some striking similarities.  The Americans who brought quality improvement techniques to Japan were schooled in the "management engineering" revolution of the early 1900s.  So was a unique individual who was as fundamental to the success of the Clinic as the Mayo brothers.  His name was Henry Plummer, M.D.  Both those inside and outside the Clinic have described Plummer as a genius.  It was Plummer who designed Mayo's revolutionary patient record system and the mechanical apparatus to transport records quickly and efficiently across many vertical and horizontal miles.  So focused on process and quality was Plummer that he specified paper for patient records that would last 100 years.  He rigorously tested inks and pens.  Will and Charlie Mayo insisted time and time again that the patient's consideration be the only consideration.  Plummer created the systems and process improvement techniques that allowed the Mayo brothers to consistently deliver on that commitment.
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