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Impact of Organization Set-up in TOM

INTRODUCTION:

TQM implementation leads to Nee Administrative
procedures & Policies that call for New Organizational
set-up.

Paper Identifies interestingly, Time difference in
making changes to administrative system versus the
Changes to products and process (technical systems).

Technical changes are easy to make compared to
administrative changes.

Recognition of the benefits to firms in minimizing

Implementation time explains four main reasons
associated:

the lack of adequate role models,

the prevalence of computer-basad accounting systems,

the emphasis on financial accounting, and

the low priority attributed by senior management to relevant management

di L.'I:Illlll'il'lg 5}"5[&”15.
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Impact of Organization Set-up in TOM

INTRODUCTION:

A number of studies (Evan and Black, 1967, Rogers and Shoemaker, 1971; Kaplan,

1986; Bruns and Kaplan, 1987; Dixen etal., 1990 and Innes and Mitchel

, 1990

among others) have looked at factors influencing the rate of adoption of technical and

administrative innovations. They suggest that issues concerning organisational
structure, organisational strategy and organisational culture will impact on the
readiness of the finm to introduce change, and that situational factors will dictate the

success of any implementation. These areas provide the framework for the conduet of

this study. and are combined in Figure 1.

ORGANISATION AL

STRUCTURE

ANAGENMENT S

ORGANISATIONAL M ‘L_ _“ .I':rll i : ACCUNTING

CULTURE ACCCUNTING LA

' ) INNOVATION o

ODRGANISATIONAL

STRATEGY
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Impact of Organization Set-up in TOM

ORANIZATION STRUCTURE:

Various theories of organisational innovation have emerged based on the models of
Burns and Stalker { 1961 ), which distinguish between ‘mechanistic’ (where rules and
formal procedures predominate) and 'organie’ (where judgement is paramoumnt)

organisations. Damanpour (1991, among others, provides evidence to suggest that

organisational structure is an influence on the successtul adoption and implementation

of mnovation. He suggests that the inttiation of innovations is easier in "organic’
organisations, but that their implementation would be facilitated by a 'mechanistic
organisation. Empirical support for this relationship 1s provided by Gosselin (1997)
with respect to the adoption of activity analvsis and then the implementation of
activity based costing { ABC) in different types of orgamisation. Following this
argument, we might expect that it is easier to initiate ‘continuous mprovement'
programmes i 'organic’ enterprizes, but that total quality management ( TOM)

implementations would be favoured by 'mechanmistic’ organisations,
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Impact of Organization Set-up in TOM

Three Major Dimensions of organizational structure
which distinguishes ""Organic' and "*"Mechanistic"
Structures are shown below:

o centralisation - measured by the concentration of decision-making authonty;
o vertical differentiation - measured by the number of hierarchical levels below CEO;

o formalisation - measured by the degree of standardisation of the jobs within an

organtsation.

“Organic’ structures are
less

Standardized,

Vertically differentiated
Centralized

TQM implementation would be favored by Mechanistic
Organization (Rules/Formal Procedures Based)
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Impact of Organization Set-up in TOM

Organization Strategy:

Eaplan ( 1986) suggests accounting lag will be influenced by contextual factors
associated with organisational strategy as well as organisational structure. Gosselin
(1997 and Bjornenak { 1997) both identify strategy as an important variable in

empirical studies targeting accounting innovation and the diffusion process.

Giosselin suggests that innovativeness in managerial accounting systems is influenced
by both propensity to innovate and implementation capability. He adopis a tvpology
based on Miles and Snow (1975, 1994) which explores the capacity to innovate, hased
on the dominance of one of three characteristics:

¢ prospectors - dynamic; seeking market opportunities; capable of meeting

consumer needs with new product developments; heavy investors

in R and D.

o defenders - high volume, low diversity producers: emphasis on efficiency
rather than innovation; operations within a narrow product/market
domain.

o analysers - combining characteristics of both of the above extreme groups.

Page: 10



Impact of Organization Set-up in TOM

Prospectors entrepreneur grouping which would
promote to the pursuit of innovation and include the
following characteristics:

o cmphasis on innovative aspects of firm activity, with a flexible response to markel
opportunities:

+ emphasis on design and brand image and frequent change of product to offer a
UniqUe range:

¢ the promotion of a team-based approach to new product development, which
embraces emplovee empowerment and delegated responsibility;

# the avoidance of hierarchical bureavcracies and rigid chains of command.

Implementation is easier for Prospectors. This is

because they have the structures to facilitate
diversification and numerous changes.

Page: 11



Impact of Organization Set-up in TOM

Organization Culture:

Becker (19931 and Westhrook (1993 ) suggest that wholesale cultural change 12
necessary before the TOM philosophy can be successtully adopted. Chang and Wiehe
(1996) recognise the mportance of orgamsational culture m TOM implementations,
suggesting that successful adoption will be determined by a culture conducive to the

acceptance of TOM. This culture might be expected to melude:

o q leadership style associated with the clear communication of goals and strategies
(Ezzamel and Hart, 1987},

o committed top management with congruent strategies (Bruns and Kaplan, 1987).

e incentives aligned with program objectives (Shank and Govindarajan, 1993),

o congruent reporting systems and organisational structures (Waytens and

Bruggeman, 1994),
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Impact of Organization Set-up in TOM

Each of these three processes has implications for the implementation
and the implications are explained below:

| Education and training 1s necessary in order that the logic and validity of any new
approach is accepted. and to provide examples of how organisations have

benelited from the new approaches. In this respect we might anticipate that:

e education and training will reduce accounting lag:
e the lear of change would otherwise increase the incidence of accounting lag.
and must therefore be alleviated in the training programme, and
¢ acceptance of the credibility of TOM should reduce the incidence of
accounting lag.
2. Sponsorship of the change process, so that key individuals within the organisation

are willing to commit to its implementation, 15 essential 1o its success. We might

anticipate that:

¢ the demonstration of management's understanding of. and commitment to, the

change process will reduce the incidence of accounting lag.

Lad

Altgnment of incentives, so that the systems and structures in place facilitate,
reward and reinforce effective change. Empowerment, delayering, the provision
of timely and relevant information and the availability of financial and non-

lnancial rewards for successful implementation. should all have a positive

impact.
Page 13



Impact of Organization Set-up in TOM

fed

RESEARCH METHOD

The focus of the study is on one particular management innovation { TQM ) and the

consequent response in changes to the corresponding accounting svstems. Six firms

were selected for the study, representing five industrial sectors. All of the firms were
known to have implemented TOM. based on their annual report or internal

management reports. The study sites were all located in metropolitan South Australia.
50 that the survey outcomes may lack external validity. At each site three members of

senior personnel were targeted for interview: the management accountant (MA), the
quality assurance manager (A ) and the operations manager (OM ).
For each of the eighteen subjects, a semi-structured interview was conducted in order
to give a balanced view of responses to accounting lag from the perspective of
differing disciplines and responsibilities. The interviews were normally of sixty o
ninety minutes duration, and copious notes were taken during the interview to avoid
the potentially intrusive presence of a tape recorder. Reference to the questions used
in previous studies of accounting lag. and to the framework developed in Section 2
generated questions to address the following concerns:
|, Owrgamisational Structure

s« ownership structure and parentage

«  complexity of operations (number of locations)

o size (number of emplovees)

. market orientation (Mo overseas cuslomers)
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2. Organisational Culture

leadership: management style and commitment

motivation for change

teamworking and empowerment

incentives

education and training

The questions on organisational structure are mainly contextual, and allowed the

development of Figure 2: the questions on organisational culture provide the focus

for this study by identifying those factors which appear to increase or reduce the

neidence of accounting lag.
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4. RESULTS

The results of the interviews are summarised in Figure 3. The identities of the
companies are concealed for purposes of confidentiality, so the organisations are
denoted by the symbols A to F, corresponding to those used in Figure 2. A ' sign
ndicates a factor associated with inereases in accounting lag: a '-' sign indicates a

perceived reduction in accounting lag.

COMPANY A It [ I} E

EDUCATION

FEducation and Tmaining - - - - -
Fear of change i i i i i

Credibility of TOM - - - -

Infonmation overl nad i t t
SPONSORSHIP
Mamagemenl

understanding‘commitmeni - - -

Previously successiul change
implamentation -

[Hrect input from customers - - - - -

ALIGNMENT
Financial perfonmance ; successiul t t
> vulnerabla - - -
Participation of workfonce t -
Perceivied employment threals i i
Short term focus i i i i i
Figure 3: Impact on Aceounting Lag
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Discussion:

There is a consistency of response across the samples companies which
suggested that management commitment, strong leadership, education
and training programs and customer focus will all reduce the
implementation time.

Fear of changes increases the Implementation time.

A clear relationship appeared in the influence of financial performance
of the company on the implementation time.

3 companies, subject to financial distress, vulnerability and survival
threats as strong motivation to introduce implementation quickly
reducing the time for the changes.

In case of companies well supported financially, implementation time
increased because there was no urgency to respond for the changes.

Organizational culture does appear to have a significant impact. A wide
study id justified to investigate further the influence of size, industrial
sector and geography differences on its influences.

Organic Structure and Organizational Strategy have both been
identified in this paper as providing further potentially important
explanatory variable influencing the incidence of accounting lag and
implementation time. Their impact shall be further examined in the
future reach studies.
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The Next Study is about Organization Readiness:

Assessment of Organization Readiness for TQM Implementation
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Assessment of Organization Readiness:

Abstract

Sinee aboul Four vears ago, tolal quality managenment {TOM) has been informally infroduced inte our integrated lealiheare
and medical education system. With the aim of getting feedback! leaming from the experiences of the universitiesaschools
of medical sciences in setting the ground for TOM implementation, an assessment was done. The survey sesults show that
ouif of 31 universities) schools of medical sciences, 15048%) had 30 10 39% readiness, 8 (26%0 60 10 T0%, and the remain-
ing 8 {26%0) more than T0% readiness, Another finding was that, there was o discrepaney Between bop management teams’
understanding of TOR and their actual actions in taking steps regarding its implementation. Tn conelusion, although the
universities! schools of medical sciences are taking steps toward setting the stage Tor TOM implemeniation, each one with
itz o pace, bt the fop management team muast take mose aetive role than the past i preparation for and simplementation

of TOM

Kevwords: TOM. Organtzation readiness, Untversiles’ Sehools of sedical selences, Tran

Introduction

Islamic Republic of Iran's healthcare system 15
completely mtegrated into 115 medical educa-
ton system. Every umversity/school of medical
seiences (USMS) s responsible for providing
both education and healtheare services, and
each university/school of medical sciences 1s
governed by a management team of 5 to 8 peo-
ples. Since about four vears ago, total quality
management {TOM) has been informally intro-
duced into the Islamic Republic of Iran's
healthcare system. The long term aim was to
provide the necessary conditions for imple-
menting TOM. For this end, a national com-
mittee for quality improvement (NCQT) was
established. The NCOD was supposed w pro-
vide support, tranmg and advice regarding
quality improvement imitiatives. It 15 important
to say that, although the NCQI has prepared a
framework for implementation and necessary

rarming courses and matenals, but a “blue-
print/roadmap” for implementation was not de-
veloped, nor a “prescriptive’compulsory” way
of doing the task was imposed. NCQI has acted
as a tngger of change and the wniversites/
schools of medical sciences were free 1o adopt
or not adopt the TOM.  In additon, they were
totally independent in planning for their own
guality improvement efforts, even without any
wput from NCOL

Clearly, different USMS; have started then
journey with different understanding of TOM
philosophy, have chosen different ways for
moving towards 1t, and have moved forward
with their own pace. Nonetheless, they cer-
tainly have more or less, benefited from the
framework provided by the NCOIL

According to the implementation phases pro-
posed by NCOI (Appendix- A), the first two
phases, 1e awareness and knowledge & ex-
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Assessment of Organization Readiness:

Introduction Continued.

perience, were designed for making the USMS
ready for implementing TOM. The expected
outputs of these two phases were:
Comprehension of quality, quality Improve-
mant and TOM

Top managament team comumitment o TN
Creating an orgamezational  culture  consistent
with values of T,

Achieving organizational readiness for imple-
rmanting TOM

Based on what was told, 15 expected that the
current picture of readiness for TOM imple-
mentation, will be different among different
USMS,. As a means of feedback/learming from
what has happened, and as a driving force for
the TISME., it was decided o assess the readi-
ness of the USMS, for TOM imple- mentation

Case Study:

Materials and Methods

This was a cross- sectional study. A gueshon-
naire contmmng twenty questions (Appendis-
Bl was developed based on TOM principles,
implementation  frameworks and  avalable
maodels (1-9), piloted and distnbuted among the
34 USMS, Smce the top management team 15
responsible for organizanonal  readiness and
providing leadership and role model for TOM
implementation, so they were designated for
filling the questionnaires.

Microsolt Excel was used for data entry and
analysis. Mean score for each gquestion and a
total score for the whole questionnaire was cal-
culated. The latter represents the percent of
readiness of the each USMS for TOM imple-
mentaton (Fig 1 and 2).
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Assessment of Organization Readiness:

Results of Case Study:

Hesults

Out of 244 gquestionnaires distnbuted to 34
USMS,, 218 questionnaires were filled and re-
turned with response rate of about 90% A
mimmum of five questionnaires for each

LIS™S  swas considered o be sufficient  Gor
analwsis. Data for 31 of them were analy e
Figz 1 shows that fifteesn (<2895) of the LISMNS
had S5O o 59 percent of readiness, sisht (26%%5)
S0 Gy T G, amd the remannangz esight (269409)
rmore tham 70%: Review aof Fiz 2 shoswes that
thve Fowr qguestions having the haghest scores,
are guestons 5, 14, 42 amd 5, respecuwvely ;) and
thhe four gquestions having the loweaest scores are
guestions mumbear 7, 6, 12 and 13, respeciirvelsy
(see Appendisx-EB).

[ | JE3L
[=F 09
readiness)

= B b S
[S0-S3%
reacin==s]

o | 224G
CE0-T O
resdiness)

Fig. 1: Compariscn of the porcent of readiness of tiee
universitics sehoals af redicenl s erncs s
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Assessment of Organization Readiness:

Twenty Questions Selected for Survey:

Susesament of Urganizational Readiness for Total Quality Management (TOM) Implemeniation

For each of the 30 statements, rate vour organization from [ io 5 (srongly disagree wo strongly agree), indicating how trws
the statement is abowt vour organization. Please circle only one number in each column.

Strongly Strongly
Cuestion disagree agree
i 3 o4 -]

| have recerved adequate training on TOM

I have invested a signilieant portion of my time o learming about TOM

I have clearly undersioed the span of changes brought with TORM

[ believe that Tk is applicable in our organization,

| have personally selected TOM and proposed itz implementation i our organiza-
tion.

| have been actively invalved in the introduction of TCR into the organization
TR pelated isswes are frequently discussed in the meetings of the board of di-
reciors of our arganizalion.

| am comimitied w the implermentation of TOM

A supportive structure such as quality sounctl/commities 18 coordinating quality
improvement elfors nour organization.

I am one of the members of the above-mentioned supporiive siruciune.

An organization-wide training program hag been planned and i being imple-
mented in this erganization

There s a commaon language aboul concepts, principles and methods of TOM in
O OFgAnEALion

For building readiness for TOMM implemendation, 1 have develed necessary re-
S0Urces

Being customer-focused 12 promasied and emphaszized by the top management
team of our organizaiion

Acculiure supportive of TOM is being promasted in this organization.

Oy organization culture promotes wodal involvement of employvees in guality im-
provement efToris.

Crosa-funciional teamwork i highly valwed in this organization.

Process improvement 12 widely practiced i this organization

Teams and individueal emplovees are rewarded and recognized here, for their
smprovement efforts

There are obvicus champions surfacing from all levels of the organization in sup-

pariing TOML

* Urganizaiion in this questionnatre refers o the universitvischool of medical sciences
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Assessment of Organization Readiness:

Graphical Representation of Scores Assigned to the Questions:

Tranian J Prebl Health, 20035, Vol 34, Na. I, pp 5863

A

'l
pL ]
el
]

i

a4
a0
Lo
L
L]
=T
L&)
i
B4
[LE]
@
(13

Al i

213
T
LA
T

S0

T

20 A

i A

|:| -
1ﬂ § # 2 2 & B § 2 § E§ £ 8 2z g £ §8 8 g & ¢
Pareat QueEstions

Fig. 2t Comparizon of the score of each question in all of the universitieafschools of medical sciences

Top Four Highest Scores Assigned:
1. Education and Training.
2. Awareness
3. Individual Commitment
4. Top Management Commitment.
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ASSESSMENT OF ORGANIZATION READINESS:

DISCUSSION

e THE STUDY SHOWS

e THAT TOP MANAGEMENT TEAMS MUST
TAKE MORE ACTIVE ROLE.

e MANGEMENT COMMITMENT AND
CULTURAL CHANGINGS ARE MOST
NECESSARY.

e UNDERSTANDING OF TQM, EDUCATION
AND TRAINING IS MOST IMPACTING
FACTORS.
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The Next Study is about Creating Lean Six Sigma
Organization.

Creating a Lean Six Sigma Organization’

John Maleveff & Edward D. Arnheiter

' Published in DFK Kvalitetsnyt (Danish Society for Quality) Newsletter, April 2, 2001.

The Authors:

John Maleyeft, Ph.D., and Edward . Amheiter, Ph.D. are faculty members in the Lally
School of Management & Technology at Rensselaer Polytechic Institute (RP1) in the
United States. They also consultant with businesses in the application of lean principles

and the analysis of quality & performance. They can be reached at maleyeftiarh.edu and

arnheite(u th.edu.
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Creating Lean Six Sigma Organization.
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Creating Lean Six Sigma Organization.

Introduction:

Currently, two of the most popular comprehensive management programs m
industry are Six Sigma and lean management. In both programs, their effective

implementation involves cul tural changes in orgamizations, new approaches to produchion

and to servicing customers, and a high degree of traming and education of employees,

from upper management to the shop floor. As such, both systems have come to

encompass commen features, such as an emphasis on customer satisfaction, high quality,

and comprehensive employee training and empowennent.
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Creating Lean Six Sigma Organization.

Overview of Six Sigma

The roots of Six Sigma can be traced to two primary sources: total quality
management (TOM) and the six-sigma statistical metric origimating at Motorola
Corporation. From TOQM, Six Sigma preserved the concept that everyone in an

organization 1s responsible for the quality of goods and services produced by the

organization. Other components of Six Sigma that can be traced to TOM include the
focus on customer satisfaction when making management decisions, and a significant
mvestment in education and training n statistics, root cause analysis, and other problem

solving methodologies.
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Creating Lean Six Sigma Organization.

Overview of Six Sigma Continues:

With Six Sigma, the value of an orgamzation's output ncludes not just quality,

but availability, reliability, delivery performance, and after-market service. Hence, the
six-slgma metric is applied in a broad fashion, striving for near perfect performance at the
lowest level of actity. Inaddition, Six Sigma programs generally create a sfructure

under which traiming of employees 1s formalized and supported to ensure its
effectiveness. All employees involved in activiies that impact customer saisfaction are

trained i basic problem solving skills. Other employees are provided advanced framing

and required to act as mentors to others n support of quality improvement projects.
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Creating Lean Six Sigma Organization.

Overview of Lean Management

The concept of lean management can be traced to the Toyota production system,
which has become a model of excellence for advocates of lean management (Womack
and Jones, 1996). The goal of lean management is the elimmation of waste, so that all
activities along the value stream create value. The traditional production system is
known as “bateh-and-queve,” which derived from economy of scale principles. Here, we
encotnter high production volumes, large batch sizes, and long non-value added queue

times. Lean management emphasizes small batch sizes and, ultimately, single-piece

Sflow, as well as a pull system of production control. For example, the Dell "direct sales
model” quickly converts customer orders into finished personal computers ready for

shipment (Sheridan, 19949),
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Integrating Lean Management & Six Sigma

Figure 1: Nature of Competitive Advantage
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Figure | summarizes the nature of improvements that may oceur in organizations
that practice lean management or Six Sigma, and the corresponding improvements that an
integrated program could offer. The horizontal axis represents the customer's perspective
of value, including quality and delivery performance. The vertical axis represents the

producer's cost to provide the product or service to the customer. Under either system,
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Integrating Lean Management & Six Sigma

improvements will be made, but these improvements will begin to level off at a certain

point in ime. With Six Sigma alone, the leveling off of improvements may be due to the
emphasis on optimizing measurable quality and delivery metries, but 1gnoring changes in
the basic operating systems to remove wasteful activities. With lean management alone,

the leveling off of improvements may be due to the emphasis on streamlining product
flow, but doing so in a less than scientific manner relating to the use of data and statistical

quality control methods.

Advantages of the Integration of Lean & Six Sigma Principles:

A lean, Six Sigma (LSS) organization would capitalize on the strengths of both
lean management and Six Sigma. A LS5 Organization would include the following three
primary tenants of lean management:

1. It would incorporate an overriding philcsophy that seeks to maximize the

value-added content of all operations.

2. It would constantly evaluate all incentive systems in place to ensure that they

result in global optimization instead of local optimization,

3. It would incorporate a management decision-making process that bases every

decision on its relative impact on the customer.
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Advantages of the Integration of Lean & Six Sigma Principles:

A LSS Orgamization would nclude the following three primary tenants of Six Sigma:

l. It would stress data-driven methodologies m all decision making, so that changes

are based on scientific rather than ad hoc studies,

2. It would promote methodologies that strive to minimize variation of quality

characteristics, and

3. It would design and implement a company-wide and highly structurad education

and training regimen.
Discussion:

The performance of a business is determined by the complex interactions of
people, materials, equipment, and resources in the context of the program that manages
these interactions. It is fair to say that management theory regarding operating systems 1s
still evolving. While both Six Sigma and lean management represent the state-of-the art.
each system gives priority to certain facets of organizational performance. Therefore, in

a highly compeftitive environment, the best compenents of both programs should be

combined to form an effective LSS orgamzation.
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Impact of Organization Set-up in TOM
Implementation:

Conclusions:

e Impact on implementation process is understood
related to Organizational Structure, Strategy,
Culture and its readiness.

e To reduce the Implementation Time Importance of

“Top Management Commitment”
“Education and Training”
“Incentive Programs”

Is well focused in all three studies.

o Useful Case Studies have been included in the
article for Organization Readiness as well as
Organization Strategy to understand the details of
Impact on the implementation time.

e Recommendations are made to identify the
Organizational Structure, Culture and Strategy

that suits the faster implementation that could be
adapted to similar type of industry.

END
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