DEVELOPMENT OF QUALITY OBJECTIVES

Doina Constantinescu®, Alexandru Tomescu

Politehnica University of Bucharest, Romania

Iop-management should not have any second thoughts in revising quality objectives and
the changes should be communicated to the personnel, also. There is a clear link between
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QUALITY — A KEY FACTOR
FOR SUCCESS

ISO 9001:2008 and ISO 9004:2009 pro-
vide excellent models for organizations to
create quality management systems tai-
lored specifically to their customers’
needs. On one hand, accomplishing ISO
9001:2008 requirements will
create trust in organization’s
capability to meet cus-
tomers’ expectations, by
stimulating the analiys of
their needs, by defining
and controlling processes.
On the other hand, ISO
9004:2009 enhances a basic

doing it right
when no one
is looking.
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« ihe organization’s commilment for continuous improvement and the dynamic aspect of
/ ﬁ p&z’cy and quality objectives review. Under these conditions, even partial achievement of

- relevant and careful established quality objectives proves continuous improvement.

: Ke’yWOI‘dS: mission, quality objectives, strategic planning, key performance areas

by focusing on continuous improvement,
in order to increase competitiveness, the
satisfaction of customers and other interest-
ed parties. Virtually any organization can
identify and implement processes that
comply with these requirements, but the
true challenge is ensuring that such com-
pliance will add value by helping the com-
pany to achieve its business
goals.

According to some qual-
ity management experts, the
most significant change
brought by the new stan-
dards ISO 9000 is not linked
to customers satisfaction,
continuous improvement or
even to the process-model
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structure. The most significant change is

the requirement for quality objectives. The
standard requires that quality objectives
should be established at each relevant
function and level within the organization.
In this respect, to move beyond simple
standards compliance towards measurable,
profit-improving success, it is required an
understanding of how “the business of
business” interacts with management theo-
ry, more exactly, an integration of quality
and excellence into the business routines.

In order to achieve best results, top-
management’s commitment regarding to
quality must be confirmed, by aligning the
quality policy, objectives and processes.
ISO 9001:2008 requires that a quality policy
should provide a framework for reviewing
the company’s quality objectives. The pol-
icy should give an overall direction for the
organisation, and the objectives should
flow in that direction. However, because
of outside forces such as customer require-
ments and market environment, business
does — change.

When this happens, the correspondence
between quality policy and objectives
may become skewed. Thus, the standard
requires that top-management periodically
review changes to both policy and objec-
tives, but ISO doesn’t address aligning
quality policy and quality objectives with
other business goals. In such cases, con-
fusion about accountability could arise,
and the organisation’s quality objectives
might become more than responsibilities
assigned to the “Quality Department”.
On the other hand, resource allocation can
also be a problem, when middle managers
attempt to accomplish goals that aren’t
synchronized with quality objectives.

As a first conclusion, in any organisa-
tion implementing a quality management
system, quality objectives must be defined,
reflecting, also, the quality policy. They
must be coherent and aligned to strategic
objectives of the business, taking into ac-
count, also, customers’ expectations. More
than that, key-processes for accomplishing
the business objectives, should be de-
signed and aligned to quality objectives.

The quality policy, objectives and pro-
cesses are interrelated and must work to-
gether to achieve business improvement.

ESTABLISHING
QUALITY OBJECTIVES

There is already proven by lots of or-
ganisational practices that the success in
business competition is determined by en-
suring customers satisfaction, which means
that the products quality level has to ful-
fill their requirements and expectations.
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The economic organisations evolve in a
highly dynamic social, economic, tech-
nological and competitive environment.
Adapting to this environment implies a
stronger customer focus; in this respect
“customer-driven company” has become
“customer-driven quality”, which requires
a proactive approach to customer satis-
faction. Generally, being proactive as man-
agerial focus implies long-term decisions,
and the implementation of these decisions
has to result in eliminating or diminishing
potential causes with negative effects in
the organisation’s performance. The main
causes that require the management’s re-
active attitude to be replaced by the pro-
active one in order to obtain customer
satisfaction are the social development
dynamics, shown by the evolution of cus-
tomer requirements and expectations, and
the intensification of competitive forces,
currently increased by the globalization
process.

The strategic planning of quality can
provide the proactive approach to cus-
tomer satisfaction. “Customer focus” — one
of the eight quality management princi-
ples — determines several requirements for
development and implementation of the
managerial processes described in the
ISO 9001:2008 standard. As an essential
condition for the existence of every eco-
nomic organisation, and especially for its
evolution in the current external environ-
ment, customer focus requires the organ-
isation’s top-management to develop the

planning process in quality, as well. Qual-
ity objectives have to be set for both the
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conclude from the following paragraph
from the standard: “...the top-management
has to ensure that the quality objectives,
including those which are necessary to fuul-
[fill the requirements referring to the prod-
uct, are set for the relevant positions and to
the organisation’s relevant levels”. As well,
recommendations from ISO 9004:2009 stan-
dard which contain a specific reference to
strategic planning of quality (paragraph
5.4.1), clarify the idea that quality planning
should be done by a strategic decision.
Generally, in each organisation which
has implemented a quality management
system and especially in those whose
system is in compliance with the ISO
9001:2008 standard, the managerial pro-
cesses contain specific elements implied
by the organisation’s customer focus. For
the same reason, strategic planning of
quality in these organisations requires
developing of the classical strategic man-
agement process, in 2 manner which may
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allow the following specific problems to

be solved:

* How are the organisational quality ob-
jectives comprised in the quality strate-
gic ones?

* How may quality objectives be identi-
fied for different organisations, positions
and levels?

* How may the correspondence between
organisational and product quality ob-
jectives be achieved?

e How may the correspondence between
the product quality objectives and the
functional areas and compartment
ones be achieved?

* How should the product quality objec-
tives be set, in order to allow both ful-
fillment of customers’ requirements/ex-
pectations and achievement of organi-
sational objectives?

Therefore, another specific problem of
the strategic planning on quality consists
in the necessity of having supplementary
input data. Besides information concerning

general and competitive external environ-
ment and the organisation’s strategic ca-
pability, there is a need for information
referring to requirements and expectations
of interested parties, especially customers.

Generally, organisations are setting
multiple strategic objectives for the same
period, because they can aim to the
achievement of performance in different
domains, as profitability, efficiency, com-
petitiveness, flexibility, customer satisfac-
tion, employees’ satisfaction, social respon-
sibility. From these domains, there should
be identified key areas where strategic
objectives have to be set. For example,
quality focused organisations should al-
ways consider competitiveness and cus-
tomer satisfaction as key areas for their
objectives. In this way, the organisational
quality objectives will be more than impli-
cit (they are necessary in order to achieve
other objectives, i.e. profit, turnover), but
explicit, referring directly to the perform-
ance the organisation has to achieve, in
order to fulfill customers’ requirements and
expectations. The organisational objectives
express the global level performances.
Their achievement requires obtaining cer-
tain results which have to be planned for
different organisation levels, and these can
be identified using a derivation process.

Within the strategic planning of quality
process, identifying organisation’s strategic
business units is especially important. This
is justified by the fact that requirements
and expectations of different customer
segments are not identical, even for the
same product. Setting the quality objec-
tives for the strategic business units is a
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decisive stage for the organisation’s suc- A model for a process of strategic plan-
cess, because they are the base for adopt- ning, whose implementation allows solv-
ing adequate competitive strategies; the ing particular problems regarding quality
competitive advantage which has to be objectives in customer oriented organisa-
achieved by implementing these strate- tions is presented in Figure 1.

gies thereafter becomes the landmark for
product quality objectives setting.

Organizational level

Business units level

Functional areas level

— Process stage's flow
4-% Check for connections between quality objectives

odel for a strategic planning process
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When setting and deriving quality ob-
jectives through the process presented in
Figure 1, an obstacle may occur: if strate-
gic objectives are not, implicitly, quality
objectives, it is difficult to set quality ob-
jectives for product/service only referring
to strategic business units. For example:
e if the organisation implements distinc-

tions as competitive strategy, which re-
quires bringing added value by en-
hancing the quality of products, solu-
tions may be established without en-
suring of correlation to organizational
operating capabilities;

e if the organisation adopts a cost-con-
trolling strategy, the analisys done for
identifying solutions must be dense and
extensive.

To overcome these difficulties, but also
to build a method for verifying correctness
and completeness of quality objectives es-
tablished, we will propose another model
of setting up and deriving quality objec-
tives. The model will be based on the
identification of “key problems” of quality,
which must be solved in order to create
capabilities of achieving strategic objec-

tives.

Generally speaking, a problem is a
“question proposed for solution or con-
sideration (Webster’s Dictionary). Regard-
ing to the proposed model, a problem is
more like a “difficult situation which needs

this respect, an

o AfL_id

organisational problem becomes a chal-
lenge that needs to be solves, to establish
more favorable circumstances in the organ-
isation. Identification of a quality problem
will be the sign for an inconvenience in the
business, or an inadequate framework for
accomplishing organisational objectives.

In order to release a new approach for
setting quality objectives, we count on
the following idea: the complete achieve-
ment of the strategic objectives in any
organisation is conditioned by the identi-
fication and solving of the inconvenient
situations regarding quality. By solving
quality problems which have a special im-
pact over objectives of other nature than
quality objectives (key problems) it is cre-
ated an ensemble of favourable forces,
which can lead to the accomplishment of
the strategic plan.

Many organisations which implement
quality management systems know which
are the requirements for quality objectives,
but in many situations a lot of errors may
occur:

e determination of quality objectives
simply as a way to fulfill ISO 9001:2000
requirements, instead of this being a
tool for decision making and strategic
management;

* establishing objectives which are non-
related to the mission or vision of
organisation;

* establishing objectives formulated only
in qualitative terms which may not be
measurable (i.e. “reduction of costs of
corrective measures”; “increasing num-
ber of collaborations and partnerships
with suppliers and clients”);
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e establishing of unclear defined objec-
tives (i.e. “efforts will be made for in-
creasing qualitative level of products
made by our organisation”; “any prob-
lem with quality must be solved quickly
and at high exigencies”);

establishing vague, nice formulated, but
useless objectives, without any added
value (i.e. “promoting a management
based on analyzing requirements of
clients and taking actions in conse-
quence”);

allowing functions to select objectives
without guidance and facilitation from
the top-management; this may lead to
establishment of quality objectives
which are incompatible between func-
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and processes, in order not to appear
deficiencies);

e inadequate training, regarding practical
issues on quality objectives and the way
each employee can contribute to their
achievement.

e establishing easy to achieve objectives,
will not be a solid base for mobilizing
the members of organisation. On the
other hand, if impossible objectives
are established, workers may ignore
them.

We propose a practical way for estab-
lishing quality objectives, which may elim-
inate difficulties presented above. A sche-
matic view of the new process appears in

tional areas or with strategic interest of Figure 2:
organisation (,total control over flux
General environment | | Competitive environment | | Organisation capability Requirements/
* Opportunities * Success factors * Strenghts  expectations
* Threats * Weaknesses of interested parties

Phase |
Organizational objectives »  Key problems

Phase 2 o ; 0 S

profitability social responsability

efficiency employees satifaction

competitivity management enhancement

flexibility
_________________________________________________ s
Phase 3 Quality objectives

2 — Establishing qualily objectives
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The quality objectives must have a be-
neficent and distinguishable effect over the
organisation’s performance. They must be
established according to the quality policy
of organisation, but this alone won’t pro-
vide the sort of guidance needed to drive
the formation of the strategy of organisa-
tion. A quality system, as given in most
businesses today, is just one variable in a
long list of success factors (including reli-
ability, innovation, delivery, price, prestige)
that vary depending on circumstances. In
other words, a traditional quality policy is
not enough for being the base of quality
objectives. The quality objectives are dy-
namic and must be updated according to
the business environment and to other ac-
tivities of continuous improvement. They
will become, in this way, strategic objec-
tives of the company and means for ac-
complishing requirements. The founda-
tion of their selection will be the mission
of organisation next to quality policy. The
mission, defined by the top-management,
must be compatible with the vision of or-
ganisation.

Top management must provide answers
to the following questions as it defines the
organisation’s mission:

* Why do we exist as an organisation?

* What basic needs and desires are being
met by the organisation’s efforts?

e What goods or services will the organ-
isation deliver now and in the future?

* Whom does the organisation serve

Q!mefi LELI

* Who are the stakeholders (employees,
customers, suppliers, shareholders,
neighbors, community leaders etc.),
what are their individual strengths and
importance in relation to what the or-
ganisation is trying to accomplish?

* How does the organisation identify the
necessities and expectations of clients?

* How does the organisation identify the
needs of recognizing capacities, work
satisfaction, competence and profes-
sional enhancement of the personnel?

* How does the organisation approach the
potential benefits of establishing part-
nerships with its suppliers?

* How does the organisation verify the
accomplishment of the mandatory re-
quirements?

e What are the strengths and weakness-
es of organisation and what does form
the cultural foundation of the organisa-
tion?

* In a general sense, where is the organi-
sation moving (philosophically, opera-
tionally and competitively) compared
to its current position?

Phase 2 continues the previous anal-
isys by identifying the results that the

organisation must achieve by accom-
plishing its mission. Practically, Phase 2
is the step of establishing strategic objec-
tives and key problems of organisation,
after considering influences of external
environment and the strategic potential.
The strategic objectives and the corre-
spondent key problems must be:
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* measurable, or accompanied by success
factors;

e true indicators of success or failure
within an organisation;

e based on mission, so they may differ
depending on the organisation;

* developed at the top of the organisation.
Only top management has the broad
perspective and understanding of the
competitive environment necessary to
select key problems (although the pro-
cess of selecting key problems may be
facilitated by others within the organi-
sation);

e few in number, generally between four
and ten. The more measures that are
adopted as key measures, the more un-
focused the organisation will become.

* representative of a wide range of organ-
isational interests, including financial
results, customer perspectives, internal
performance measures and human re-
source concerns;

e clearly defined;

e used to form the basis for the selection
of quality objectives.

Reaching strategic objectives will be
conditioned, most of the time, by the way
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the organisation fulfils the requirements
and expectations of clients and of other
interested parties, because clients are a
valuable asset of any organisation. This is
why the strategic objectives once estab-
lished, the key problems must be identi-
fied. In this respect, from the instruments
of quality management, it may be utilized
the Matrix of Results or the Critical Inci-
dents Technique.

After top management has selected key
measures for the organisation, functions
and departments at all levels will select
measurable quality objectives that are con-
sistent with the key problems. It may some-
times be possible for functions and levels
to adopt objectives that are the same as key
problems, but most of the time, it will be
necessary to select close substitutes: objec-
tives that have direct, logical connections
to them. Departments must strike a balance
between traditional quality objectives and
key problems that reflect other strategic
concerns.

Establishing quality objectives based
on key problems implies: identification
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of possible causes of the problems, anal-

ysis of these causes, and a “cause-effect”

analysis.

For each of the mentioned three steps,
there may be utilized a large variety of
quality management instruments. Experts
recommend brainstorming and nominal
groups technique for Step a), diagram of
relationships and diagram of affinity for
Step b), and “cause-effect” diagram and
“Five Why-s” checklist for Step c).

The following are the basic require-
ments for relevant and complete quality
objectives:

* objectives should contain three elements:
characteristics (description), an indica-
tor (the value that needs to be achieved),
the tendency (the evolution);

* to be established at relevant functions
and levels;

e should be measurable;

e must be established also objectives ne-
cessary to achieve requirements of the
product;

° must be communicated to the whole
personnel;

* must be evaluated the need for updates
and changing during management re-
views;

 they have to be explicitly formulated,
concrete, well delimitated;

e they must allow evaluation by estab-
lished criteria (even for qualitative ob-
jectives);

 they must be related to capabilities and
restrictions within the organisation;

e there must exist a structural compatibility
of objectives and a temporal continuity;

* to be realistic (some experts consider as
a requirement for a quality objective a
70% probability for its accomplishment).

Quality objectives are selected by pro-
cess owners that are the managers who
are directly responsible for the processes
concerned. The selection/establishment
process has to be done very carefully, in
order to keep the generality of objectives
and not to be produce the sub-optimization

S
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phenomenon (this occurs when an ob-
jective enhances one function, but harms
other functions). Process owners should
set targets for the quality objectives in
close relationships to the ISO 9001:2008
standard. They should establish quality
objectives with an understanding of the
underlying process capability. The old
standby “two percent better than last year”
may become a deception unless there is
a logical basis for the target.

On the other hand, we have mentioned
before that objectives must be measura-
ble and clearly defined, as required by
ISO 9001:2008. “Measurable” means the
performance is traceable over time using
quantitative data. Most organisations won’t
have too much trouble in making their ob-
jectives measurable, the problems arise in
trying to define them clearly. In order to
avoid mistakes, definitions attached to
each quality objectives should answer the
following questions:

e What exactly does the objective mean?
* How is the objective calculated?

e What is the source of data?

* Who collects data and how often?

The quality objectives must be estab-
lished on a large time horizon, rather then

DEVELOPMENT OF QUALITY OBJECTIVES

being detailed on short and medium time,
at department level. It is mandatory that
the process of establishing quality objec-
tives should end with personnel training.
According to ISO 9001:2008, personnel
must have a clear understanding of what
their department is working toward and
how they can contribute to the effort. This
sets up significant responsibilities for train-
ing on the department level. This will elim-
inate vague statements from employees
such as “we’re trying to get better” or “we
want to make the best quality possible”.

Top-management shouldn’t have any
second thoughts in revising quality objec-
tives and the changes must be communi-
cated to personnel, also. There is a clear
link between the organisation’s commit-
ment for continuous improvement and
the dynamic aspect of policy and quality
objectives review. In these conditions, even
partial achievement of relevant and careful
established quality objectives, proves con-
tinuous improvement. If all of these details
will be adequately established, then misun-
derstandings, confusion and suspicions will
be avoided, and quality objectives will have
better chances in leading to organisational
performance.
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