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\VVhat are we trying to accomplish?

« Provide a basic understanding of the QBS
framework to:

— Prompt useful questions to struggle with for your own
organization

— Provide a framework of inter-related activities to aid in
putting Deming’s ideas into practice
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Demingin 1951

The Old Way
1 . 2 R 3 R
Design it . Makeit Try to sell -

The New Way
4 1 1. Design the product (with appropriate tests)
2. Make it, test it in the production line and in the
laboratory
3. Put it on the market
4. Test it in service, through market research, find
out what the user thinks of it, and why the
non-user has not bought it
3 2 5. Re-design the product, in the light of customer

reactions to quality and price

Continue around and around the cycle.
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Appreciation for a System

Stage 0: Al m

Generation

of Ideas

<

Design Consumer
an((::ll . research
Suppliers of Redesign Consumers
materials and .
equipment Regetlptt ] /
and test of
A materials /
Productlon assembly, |nspect|on / >
c //" T /' \
Tests of processes, \

machines, methods,
costs

Production viewed as a System, The New Economics
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Purpose
Mission
Beliefs
Vision

| How can we better meet our DD

Is there a need to change the purpose?

System for Obtaining
Information @
)

Customer focus,
N

(

Products,
Services,
Tools

@

I:I Organization Viewed
as a System

Design and Redesign of

Processes and Products

Analysis of Information

for Improvement

Planning
Strategic
Objectives
Improvement

[ Efforts

Resources

@

Status of Improvement Efforts

Managing

Improvement

Efforts

API's Quality as a Business Strategy (QBS) Framework
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1. Purpose Activity

0

Purpose
Mission
Beliefs
Vision

< |dentification of Need

— A general statement in terms of provision of customer
value regarding what business we are in

— Customers = people with the identified need
« Quality Characteristics

- Relative to meeting identified customer needs

— # Product specifications
<« Tenets
< Vision
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1a. Purpose Statement

B

X3

*

X3

*

X3

*

X3

*

1997: The Goal at Peaker Services, Inc. is to be recognized as having
the best value in our business of remanufacturing and maintaining
EMD engines and component parts; remanufacturing and
maintaining equipment designed to use this engine; and designing
and installing electrical conftrol systems

1998: PSI's core business is the Remanufacture and Service of Large
Motive and Electrical Power generation EQuipment

2003: PSI’s core business is to provide Unique Prime Mover and
Control System Solutions to Industrial Customers through
Remanufacture, Service, Distribution and Custom Application of
Components

2005: PSI provides Industrial Customers with Unique Power Services
and Solutions

2006: Our Industrial Customers Need to Simplify Operation and
Maintenance of their Power Resources while Reducing Operating
Costs and Emissions and Increasing Efficiency, Reliability and Safety.
To meet these Needs, Peaker Services provides Unique Prime Mover
and Conftrol System Solutions through Remanufacture, Field Service,
Distribution and Custom Application of Components
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1a. Purpose Activity

Tenets:

We will act in what we believe to be the mutual best interests of PSI and our customers, suppliers,
employees, community or anyone who is affected by the way in which we do business.

We consider it our responsibility to be at the forefront of the field in knowledge of our products and
service methods. We will use this knowledge to provide superior service to our customers.
PSlintends for all its employees to have opportunity for pride of workmanship, interest and
challenge in their work and for all to have opportunity for personal development.

We will appropriately involve people in decisions that affect them.

Employees are provided the freedom to be act with genuine responsibility.

Failures and unexpected outcomes are embraced as opportunities for learning and improvement
Use of Quality as a Business Strategy as a framework for management and use of the Plan-Do-
Study-Act cycle as a thought process for systematic learning and improvement has become
second nature

Profitability is sufficient to meet the appropriate short and long term needs of PSI's stakeholders
We will focus on employee development and process effectiveness to minimize the need for
inspection in maintaining conformance levels of quality

PSlis not dependent on any one confract — no customers exceed 30% of the business

Vision:

PSlis broadly considered in the industry to be the company that best serves the power related
needs of its customers over the long term
PSl'is consistently releasing new products and services to the power market that possess
unexpected, desirable atfributes, meeting un-served and latent needs of its customers
PSlis owned by its employees

BD: Relative scale of existing & future businesses; Focus/Emphasis
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1. Purpose Activity Exercise

« Review your organization’s
- Need (Aim/Mission) statement
— Tenets (Belief's & Values)
« Are the QBS criteria satisfied?
— Underlying customer need explicit¢ Balanced?

— QC's - what's important to the customer in how the need
is served?

— Means by which you serve the need?
— Is your organization’s behavior consistent with its tenets?
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NMiistakes 1 & 2; Tampering

« There are two mistakes frequently made in
attempts to improve results, both costly (Out of the
Crisis, p. 318)

— Mistake 1. To react to an outcome as if it came from a
special cause, when actually it came from common
causes of variation

— Mistake 2. To tfreat an outcome as if it came from
common causes of variation, when actually it came
from a special cause

<« Shewhart Control Chart - Minimum Net Economic
Loss

« Tampering
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2. System Activity

« List the major products (services) & processes of the
organization

« Document how the processes link together to form
a system
system

[?gij [:}{;] Q:]
o <+ Use to understand
o Iil IiHj E — organization as a system

- improvement focus

« Establish key measures
of performance for the

T,
HEL A

=
O(Il-ﬂ
S22

I:I Organization Viewed
as a System
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2.

SUPPLIERS

System Activity — PSI Detaile

d Linkage

CUSTOMERS
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(Custom Application of
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2. System Activity Exercise

« ldentify driver processes for your organization’s
linkage of processes, or;

« Categorize your organization’s family of measures
— Employee
— Operations
— Customer
— Business

@ Page 19

3. Information Activity

System for Obtaining

Information @
(Customer focus)

+ Develop a system to obtain information relevant to the Need
the organization is fulfilling
— ldentify customers
- System for collecting information from customers

— Other information - suppliers, employees, marketplace,
technology, regulations

« Provide information to organization in form fit for use
+ Analyze & Synthesize to guide planning & improvement

@ Page 20




Production Viewed as a System

Stage 0:
Generation
of Ideas
Design Consumer
ang ) research
Suppliers of edesion Consumers
materials and A
equipment Regetlptt ; /1
and test of
A materials /
B Production, assembly, |nspect|on /
— —> —> —>
C //VV / \
D

Tests of processes,
machines, methods,
costs

Production viewed as a System, The New Economics

Aim

-
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3. Market Drivers

Infrastructure Growth
Global economic growth
drives demand for electric
power, transportation, and |2 —
process equipment

Diagram 1. Energy Flow, 2006
(Quadrillion Btl)

ergy Ihdeendenc

Increased use of local
natural gas, renewable
energy sources, rather than
foreign oil

Emission
Clean air regulations drive
need for comprehensive
control system solutions

2008 Elections
Government will play
greater role in emissions,
energy, transportation
policy.

e ==t I nvest $150 billon
over 10 years

in alterative energy,

enre digital electric grid

reate $50 billon energy
fund for development
and use of altemative
technologies
~McCain —Clinton

ap carbon emissions

and set up auction
system for trading carbon
permits




Figure 9.  Freight Transportation “Service Spectrum”
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3. Information Activity Exercise

« Are there any changes in the following areas that
will impact how your customer’s needs are met in
coming years?

— Technology
- Regulation
— Customers, Competitors, Suppliers, Environment
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4. Planning Activity :

3
8¢

3
B

3
K

!

!

Synthesize purpose, system and information activities

Assess status of current improvement efforts on existing Plan
Develop (or update) key initiatives that could best accelerate
the performance of the organization.

Tie back to System Activity; prioritize processes, products and
services to improve.

Establish individual and team efforts to accomplish the
improvements that can be resourced and managed.

Iterative activity - periodically update/revise as appropriate

Focus = developing system level direction for change to
leverage the use of resources most effectively.
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| How can we better meet our DD -
Planning

Purpose ;
Missi Is there a need fo change the purpose? | Stroteglc
Ission . f
Objectives

Beliefs Analysis of Information Improvement

Vision . L
System for Obtaining for mproverment Efforts
Information

Resources
(Customer focus) ‘

Establish !mprovemenf Efforts

Status of Improvement Efforts

Tools

Senicos Ii’—‘:l
Services, Design and Redesign of

Managing
Processes and Products Improvemen
I:I Organization Viewed t
as a System Efforts

@ Planning Inputs as links between Activities Page 26




4. Planning Process

Develop or Update
Srategic

Manage Individual

Maintain Baddog 3. Allocation ofResources
‘‘‘‘‘‘ G/ GETD “riririsirieirieiris | ofimprovement
Improvement o
o pportunites

Sudynpus , Relate Srategic Prioriize Predictthe Impact
" Processes , ofthe Strategic
Develop Common Objectivesto the »|
- one Produdsbased on Objectiveson the
emes. Jecives S Srategicimpact FamilyofMeasures
Communicate
Objectvesto other Impacton
partsofthe Measures
Organization Acceptable ?
1. Purpose Statement
2. Linkage ofProcesses SR e
Other Partsofthe Processesto Design or
3. FamilyofMeasures
A Organization use Redesign based on
T StrategicObjecives Preliminary Assessment
O e ashputsto Plan and of Available Resources
7. nformaton fom fo Guide their efforts Improve or Operate’
N Processesor
Erekces Produds ?
8. Information from .
Suppliers Write Chartersfor
9. New Technology Coordinate Plans ign or Operate
10. Got . Regulations inallpartsofthe Redesign of
11. Business Organization Processes &
Environment Produds
[l23 e ol Alocate Resourcesto
Currentimprovement L StrategicProcesses
Eforts
(Plan to Operate )
13. Information from
other partsofthe Assign Individuals Alocate
Organization or Teamsto Can Charter be
2
e e Charters Charter Resourced
Outcomes of the Planning Process

1. StrategicObjecives

ofProduds & Processes

2. Chartersfor the Design & Redesign
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4. PSSl Strategy Elerments

A. Develop customer, supplier and peer distributor business relationships
to gain the benefits that can result from all parties viewing
themselves as part of the same system

B. Develop, test and implement the Navision/IT/Paperless office to
improve the efficiency and effectiveness of PSI business processes,
allowing the business to be scaled with improved customer service
but without proportionate increase in costs

C. Develop products and services to support customers in ways that are
not being addressed now to help balance or diversify our mix to
sustain our growth and help us be more recession proof

D. Develop the existing PSI system and integrate new capacity to meet
near term requirements of customers while making improvements to
serve the long term needs of customers and partners

E. Perform an ESOP control fransaction as soon as financially prudent to
progress towards 100% employee ownership of PSI so all may share in
the value they help to create

Page 28




5. Vanaging Improvement Activity =

0,
o

Organize - consider support structure
Training & other resources

Standard methodology

Guidance & sponsorship

Remove obstacles; recognize

Study - process/system insights?
Redirect/redeploy resources AR
Link to system - reduce suboptimization | "z

0,
o

0,
o

0,
o

0,
o

0,
o

0,
o

0,
o

Managing
Improvement
Efforts
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The Plan-Do-Study-Act Cycle 7;—.

Act - Adopt the Plan a change or
I | change, or abandon a test, aimed at D
n it, or run through improvement. e
d the cycle again. d
u u
c c
t t
i Study the results. Do - Carry out the| ;
o | What did we learn? change or the test |
n | What went wrong? (preferably on a n

small scale)

A flow diagram for learning and for improvement of a product

or of a process. Page 132, The New Economics, 2ed.
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5. PSSl Improvement Form

What change do you have in mind?

Model for Improvement

What are we trying to
accomplish?

What benefit do you believe will result from the
P proposed change? What do you expect the cost
of the proposed change to be?

How will we know that a
change is an improvement?2

What changes can we make that

'Why do you believe the proposed change will
make an improvement (reasoning)?2

will result in improvement?
| How will you know if the change was an

ACT | PLAN
improvement (measurement)?

DO
/ b 14 Was the effect of the change what you expected?

5. PSSl Improvement Form - Example

Person Initiating: Russ Fisher, Chris Westphal, James Murphy

What change do you have in mind?

Change tool for checking accessory drive gear spring tension. Current method of qualifying springs is not
accurate because of need to adjust spring tension testing tool when checking exhaust valves vs. accessory
drive gear springs. Variation between tool set-ups is causing springs to be improperly qualified good or bad

What benefit do you believe will result from the proposed change?
What do you expect the cost of the proposed change to be?

Uniform testing of accessory drive gear springs by employees. Accurate testing of springs as a result of
consistent method of testing. Preset height gauge removes manual adjusting of test tool. Better productivity.
Approx $400; $300 labor + $100 material

Why do you believe the proposed change will make an improvement (reasoning)?

The current tool has to be adjusted for checking valve springs and accessory drive springs. The springs are
supposed to be tested for spring tension at a predetermined height. The new method uses an indicator light
so the employee knows when that predetermined height is reached and if the spring tension is in spec. The
improvement will eliminate the constant adjusting of the testing tool and give the employee a known, solid
test parameter.

How will you know if the change was an improvement (measurement)?

Test 25 springs using old method vs. new method. Compare fall out. Check production time of old method
vs. new method.

Was the effect of the change what you expected?

tter than expected. Production time was cut by 1/3. Accuracy of spring tension allows us to match
s into sets.




Deming’s definition of knowledge —

« The theory of knowledge teaches us that a statement, if it
conveys knowledge
— Fits without failure observations of the past
- Predicts future outcomes, with risk of being wrong
« Information is not knowledge
+ Experience without theory teaches nothing

@ Page 33

5. The Prediction Game

« A technology exists which generates numbers.

<+ Your decision to enter the marketplace has to do with your
understanding of this technology.

+ At the end of each cycle, the next number will be
uncovered. For each cycle you must decide to take one of
three actions:

— Buy information - cost $1000, no prediction required.

— Small scale test - cost $2000, prediction required, with rationale.
If the prediction is correct you will get your $2000 back with an
extra $2000.

— Large scale test - cost $5000, prediction required, with rationale.
If the prediction is correct you will get your $5000 back with an
extra $5000.

. You will start the game with $20,000 in the bank. If all your
money is spent, you go out of business.

Page 34




Questions

knowledge

RS

*

RS
o3

X3

- What happened when the predictions

time

Did predictions improve with repeated cycles?
Was the theory confirmed when it predicted correctly?

were incorrecte

= |Is the theory that we ended up with true?
Page 35
Purpose Activity I |Howcanwebenermemwy-mommg Aciivity
plier and peer distributor

Our Industrial Customers Need to Simpify O
‘whie Reducing Operating Costs and Emissions and Increasing Efficiency. Reliability and Safefy.

Tenets:
- we befieve fo be esi employees.

Community or anyone who i affected by the way in which we.
+ We consder I our respansibilly o be af he forelfon of the feld in knowledge of our products and senvice methoc

We wil se this knowledge [0 provide superior service 10 our cus
o theirwork

and for il o have opporiunity for persanal development
+ We wil appropriately invalve people in decisons that alfect h
+ Employees are provided the freedom fo be able fo act with genuine responsiilly.

use of he P

+ Use of Quaity as &
thought

« Profitabilty s sufficent fo meet the appropriate short and ong ferm needs of PSI' sfakeholders
. o minimize the need lor inspection n

maintaining conformance levef of quaity
R % ofthe busness

Vision:

+ PSis broadly consdered i the indusy fo be he company that bestserves the power relafed needs of s

Customers over the o farm

. 1o the power market desiatle - —

Information Activity
- Market analysis

« Pl e oy s ermoyees
TR —
- Competitive analysis

- Industry frends

@
sonsse Qe 5] Sy S
@

To meet these Needs, Peaker Services provides Unique Prime Mover and Confrol System
Solutions through Remanufacture, Field Service, Distribution and Custom Application of N
Componens 1 — p—— " result from all parties viewing themselves as part of the
s lhere a need fo change fhe purpose e yatom
Develop, fest and implement the Navision/IT/paperiess

A. - Pevelop customer. sup i
business relationships fo gain the benefits that can

B.
office to improve the efficiency and effectiveness of PSI
business processes, llowing the business fo be scale
with improved cusfomer service but witho
proportionate increase in cost

C. Develop products and services fo support customers in
ways fnaf are not being addressed now to help
balance or diversify our mix fo sustain our growih and
help Us be more recession proof

Develop the existing PS| system and infegrate new

D.
capacity fo meet near term requirements of customers
while making improvements fo serve the long term
needs of customers and partners

E. Perform an ESOP confrol fransaction as soon as

financidlly prudent fo progress fowards 100% employee
ownership of PSI so all may share in the value they help
to create

ya

ESI9Ih Improvemony Efforts

status of

il we know that

o
change s an improvement?

What changescn e make that |
i reuln mprovement? |

Managing
Improvement

Design and Redesign of Processes and Products| Efforts




ABS Evaluation Grid

Area Score=0 1|Score=2 3|Score=4 5 [Score=6 7|Score=8 9 |Score=10
(Communicated and
No written . Misson and Tenets Used to align and Fuly integrated into
IR statements Statement exists | defined and visble | sl quide the business the structure
lemployees
] Major processes and Relationships between o ) Management systems
System Wokasapocess | ool beon | |procesesere Srdemsitiningand | ysemsdagromsare | [T ]
documented ldocumented nguage ystems view
Financial and other Balanced et of Set of measures Measures are
m‘:;iysﬂem ng‘;ﬂl dmicsalw operational measures :?;‘r':’bgdmeas‘ms s measures reported aligned and variation integrated into
pel are used lgraphically systems
] System is well ] Comprehensive
Information |gatnered onad ho System s based on a cocumented and system with ot
g o bos 4 passive information includes active for K nfeg o o
reactive bads ources decison making information system
Phnning for o formal plrring, Planning for A formal, documented | [Integrated process Al other planning Planning system is
Improvement lreactive cukure improvement is done process exists for identifies objectives, processes are defined improved and
on an informal basis planning improvement | [efforts and resources | |and linked integrated in al areas
T ; The impact of system
ging No system exists to reeognizd on 2n a5 Leaders provide formal ] h s s integrated in
Improvement Imanage N |quidance for Iquided by planning; o .
o ' " needed bass & vt anc - ; and reguiarly
rts improvements ey individuals and teams leaders are learning araged mproves
Model for No standard approach | [Various approaches Training on the model | |1y betind the Improvements are Vodel s routinely
Improvement _|[© mProvemert are used for and expectation of s | || <Y A e managed as PDSA o by o
efforts improvement use cycles
Improvement is
Structure does not The need for A formal system for Top management Improvement islinked | |cOTPletely integrated
Management |_.i¢'to make s s asumes responsbity | |t pjanning and other | [0 allaspects of
Srsteny improvement a focus | [eco9nZd and defined for ntegrating ey bushess actvties | |OP2Hn9 &
P responsiility asigned improvement e | developing the
busiess
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5. Closing the loop

What were we trying to accomplish?

Model for Improvement

What are we trying to
accomplish?

How will we know that a
change is an improvement?2

What changes can we make that
will result in improvement?2

FProvide a basic understanding of the QBS

framework to:

- Prompt useful questions to struggle with for your
own organization

- Provide a framework of inter-related activities to
aid in putting Deming’s ideas into practice

What changes can we make that will result in
improvement?

Offer this workshop

PLAN

How will we know that the change is an
improvement?

DO

Your feedback ...

NS




