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KYCPE Selects New Chairman

Vision:
In August the Operating Committee elected new officers for the Our vision is for all
upcoming year and recognized the completion of the term of Kentucky organizations
chairman, Mr. Danny Siders, to be recognized for

world-class performance.

What a honor and privilege to have served as chairman of KYCPE The purpose at KYCPE is
for the past few years. | thank each of the current board not to give an award, but
members for their efforts and great support during my term. | rather to provide a
look forward to further interaction with Bob Gardner the new service to organizations -
chairman of the board and supporting the efforts of the KYCPE to large and small; to

provide a framework for

improve the performance of all industry in the Commonwealth. )
the continuous

Danny Siders improvement of the
quality of Kentucky's
New Chairman’s Message goods and services.

I’d like to begin by expressing a sincere “Thank You” to Danny

Siders on behalf of everyone associated with the Kentucky Center for Performance Excellence. Under
Danny’s leadership, we continued to introduce more Kentucky organizations to the Baldrige Criteria for
Excellence and were able to recognize a second Excellence Award winner. The Excellence Award is the
highest level of recognition we offer and reflects true world-class performance.

As we move into the future, we want to build on the program established by our founders by identifying
new ways to deliver meaningful value to Kentucky organizations of all shapes and sizes. Although the
Baldrige framework is recognized as a proven approach for pursuing performance excellence, we know
that many organizations struggle with knowing how to apply the framework and criteria. By addressing
this challenge, we believe we can develop new opportunities for helping Kentucky organizations
improve performance practices and results as we face a challenging economic future.

Bob Gardner

KYCPE Goal:

To develop an infrastructure to evaluate and recognize organizations that have superior quality practices, to

recruit organizations to apply for Kentucky Quality Awards and the Baldrige National Quality Award and to
promote the use of “state of t he nditdf Aaving superiorqdality
practices.
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Mission:

The mission of the Kentucky Center for
Performance Excellence is to offer education,
recognize significant achievements, and share
the winning strategies and best practices among
all organizations. The mission includes
communicating the Malcolm Baldrige Criteria
for Performance Excellence to all organizations
across Kentucky, helping them to understand
and apply the criteria, promoting the sharing of
best practices, and providing recognition for
organizations who set an example of success.
The purpose is not to give an award, but rather
to provide a service to organizations — large and
small; to provide the framework for the
continuous improvement of the quality of
Kentucky’s goods and services.

For more information about the Malcolm
Baldrige Quality Award see the website:
http://www.quality.nist.gov/

The Pareto Concept in Service
Quality — What Matters?

In many management textbooks a number of
sections are taken to explain the Pareto concept
of determining how to allocate resources, it is
the old 80/20 paradigm that can be translated
to 80% of your profits will come from 20% of
your products, or in this case 80% of your
quality problems will come from 20% of the
possible sources. Applying this theory to
modern management the objective is to spend
your scarce management resources on the
problems that will do the most to improve the
overall quality of your product or process. It is
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an implementation of “getting the most bang
for your buck.” In a manufacturing
environment this concept is well documented
and understood, in services the implementation
is not as well documented.

How does one measure “quality” in services?
Textbooks would argue that quality is defined
by the customer, and compared to goods
manufacturing this definition has a lot more
possible characteristics, combination of
characteristics and permutations of
characteristics. Consider how you measure the
quality of the medical care you receive from
your service provider. Even defining your
service provider can be difficult: is it the doctor,
the HMO the doctor is affiliated with, your
employer who chose the HMO, some
combination of this list or are there others that
should be on the list? After determining who
the provider is then a definition of quality care
can be developed based on the relationship to
the provider. It could be the avoidance of
illness, which could mean you don’t see the
doctor at all, or it could be some standard of
care once you become ill that causes you to
either quickly recover or perhaps just avoid
death. To add to the confusion the definition
you use is likely to change depending on your
personal condition at a given point in time.
Given the variability in definition, the
implementation of quality standards in services
has developed slowly and many firms do not
take advantage of techniques and practices that
can add value to their firm by reducing the span
of management attention to the items that
have the most impact on the result.



A first step in developing a quality program for a
service is to document the process used to
create the service. Even “unique” services are
typically created by piecing together activities
that are done with some frequency within the
organization or the organization’s value chain.
For example consulting firms develop unique
products for each of their clients with the

IM

report reflecting the “special” environment and
circumstances that led the client to seek out the
services of the consultant. But for the
consultant, they will have standard reporting
formats and report sections so that they work
from some master outline and include/delete
sections as appropriate to that client. The
report generation then becomes a relatively
standard process of customizing standard
sections for a particular client, a process that
can be measured, monitored and refined with
each client served — even when the products

(reports) are significantly different.

By developing this process map, or in the case
of services a service map, the firm is more able
to clearly identify what steps in their process
are “routine” and what is unique, and
determine where their resources should be
allocated to optimize the value that is created
every time they use the process. In effect,
determine what 20% of their process delivers
the 80% of the value the customer is paying for.
| suggest then that the 80% that is the more
routine part of the process is the area where
routine quality control measures will provide
the most value to the firm. In these areas
standards can be developed and quality control
systems implemented that allow management
to minimize the amount of time spent in these
areas and allow them to focus on the 20% of
the activities where the most value is created.

What techniques can be employed to
“automate” your quality process? The generic
“scary” term is Statistical Process Control, but
the meaning and application are less imposing
and can be described as using charts to monitor
your product quality at places in the process
that make the most sense (e.g. before you add
value to a raw material), putting processes in
place to insure your suppliers meet their
specification requirements (e.g. acceptance
sampling), and installing feedback mechanisms
so that customers of the stages of your
production process know how their output is
affecting the next stage of service creation.

What we have learned from Pareto, the Italian
industrialist, economist and philosopher who
was one of the world’s first micro-economists is
that we need to focus on the most important
things when it comes to managing our business,
and they will only be about 20% of the things
that must be done. With current technology,
we can automate or routinize the quality
systems for 80% of a process so that
management time is spent where it generates
the most value. That’s what matters!

Sources:

Operations Management — Goods, Services and
Value Chains, Preliminary edition, David Collier,
James Evans, Thomson South-Western, Mason
OH, 2006

Operations Management, 9" ed, William
Stevenson, McGraw-Hill Irwin, 2007

Vilfredo Pareto Wikipedia entry:
http://en.wikipedia.org/wiki/Vilfredo_Pareto



Structure:

Examiner Training Corner:

KYCPE is a non-profit 501(c)(3) organization with a ) ) ) .
This fall 23 examiners were trained to review,

comment upon, and score written applications

and prepare feedback reports to applicants for
members, 27 Quality Examiners trained to assess the 2009 vyearBxasninerpcpniei ¢ an
quality practices of all types of organizations and firms from a range of professions including those in

who use their membership to have their processes Kentucky education, healthcare, manufacturing,
service industries and insurance and were

trained on the NIST Baldrige Criteria for
Performance Excellence. This training includes
identifying best practices and successful

with operations in Kentucky, and the Operating implementation of exceptional programs.

Committee is composed of members spanning

board of directors comprised of not more than 25
members, an operating committee composed of 10-15

assessed for their quality performance and
benchmarking their processes with “best of breed”
performers. Membership is open to any organization

Examiners also make significant contributions to
the KENTUCKY CENTER FOR
PERFORMANCE EXCELLENCE by serving as
ambassadors through outreach and educational
activities with other professional organizations.

manufacturing, service, health care and education
organizations.

Calendar: . . .
-_— For more information look at our examiners

Principal activities that are conducted by the tab on the KYCPE Website; www kycpe.org

organization are training sessions for Quality
Examiners, Quality Audits for member organizatio
and the Annual Awards Banquet to recognize thos
firms progressing on their quest to improve their

quality. Contact the Editor:

June — Awards Conference with Nationally With news/announcements to be included in this
recognized organizations from Health Care, newsletter via email Maurice.reid@eku.edu
Education, Manufacturing and Service Please put “KYCPE Newsletter Announcement” in

the subject line of the email

Announcement:

A study is in process whose goal is to compile a Results of the survey will be made available to
census of the quality practices of organizations all those who request it at no cost. The survey
in the Commonwealth. Your participation is can be accessed at the website:

solicited to make the results of the survey a www.myviewofquality.org

more insightful examination of what practices ) )
) The survey is being conducted by a team of
are in use and what works. For a manager or .
] N ) ) i business faculty from Eastern Kentucky
executive familiar with the quality practices of , . .
University and any questions you have can be

your firm the survey should take between 30 directed to Maurice.Reid @eku.edu

and 45 minutes to complete.

Thank you for your help and participation.

Meetings:
The KYCPE Operating Committee meets on a monthly
schedule, typically the second Saturday of each month.
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