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INTRODUCTION

The following information as well as a prepared list of
questions was sent to each marketing and quality executive before

their interview.

The Tennessee Scholars Program is a program created
to attract students who excel both academically and
extracurricularly to the University of Tennessee at
Knoxville. As members chosen for the program, the scholars
receive full four year scholarships, priority in class
enrollment, and the guidance of a selected faculty member.
Most importantly the scholars have the opportunity to meet
weekly and discuss contemporary and controversial topics.

As part of the requirement for participation in the
Scholars Program, each scholar, with the supervision of
his or her mentor, designs a project involving their field
of study. With the help of Dr. William B. Locander, we
have selected the emerging issue of quality management
in the marketing function. We plan to interview both
marketing and quality officers from a number of diverse
companies in order to elicit their views of quality and
how quality is integrated in their company and their
marketing function.

Through this project, we hope to gain a better
understanding not only of the relationship between marketing
and quality but also how the marketing concepts we have
learned through our college experiences are applied in
the everyday business world.

With that statement we began our journey through quality
management in marketing. Our theory was that the marketing
departments of many American companies were reluctant to accept
and participate in quality programs. Because marketing is based
on customer service, many marketing departments insisted that
they have always promoted serving the customer in a quality
way. Therefore, marketing departments resented being told by
executives that they should begin applying the quality approach
to their work, and the marketing departments resisted the

company's efforts to become quality oriented.



In order to test this theory we decided to interview
executives from four different companies: Philips Consumer
Electronics, Northern Telecom Limited, Hospital Corporation
of America, and the Andrew Jergens Corporation. At Philips
we talked with Mr. Randy Mitchell, Vice President of Quality,
and Mr. James Newbrough, Senior Vice President of Marketing.

The HCA executives we interviewed were Mr. David Buchanan,
Director of Quality Policy at HCA, and Mr. Sean Keyser, Director
of Marketing and Planning at Gulf Coast Hospital, an HCA
hospital. We also talked with Mr. Jack Reynolds, Vice President
of Quality, and Mr. Mark Henley, Director of Marketing, both

of Northern Telecom. Finally, at Andrew Jergens we interviewed
Mrs. Jane Barnett, Vice President of Corporate Planning, and

Mr. Rio Kobayashi, Assistant Product Manager. Each executive
was asked the same set of questions, which can be found on the
next page.

Through interviews with marketing and quality officers,
we hoped to prove this unfortunate paradox existed within

companies struggling to survive in the age of quality management.



PROJECT QUESTIONS

Personal

- Name

- Title

- Years with company
- Prior Positions

Definitions

- What is your company's definition of quality?
Value?
Customer satisfaction?

- Do definitions of quality differ from one department to
another within the company?

- How is the quality effort organized in your company?

Quality Program
- What type of quality program does your company have?
- How long has it been implemented?
- What were the short and long term goals for the program?
Have they been achieved?
- What kind of improvements have been made through the
quality program?
- How was the program created?
Was it through the company or a third person? Reason?
Were models used? If so, which ones?
- What was the reaction to the program?
Has there been a change in attitude? What?
- What is the role of the individual worker in the quality
program?
- What has been the effect of the quality program on the culture
of the company?
Is the company's structural organization a help or hindrance
to the program's implementation?

Departmental
- For each functional area I name tell me about the impact of
the quality program:
Manufacturing
Finance
Accounting
Marketing
Logistics
Personnel
- What value does the marketing department create?
- Where is the marketing function headed in the future?
Where should it be?

Measurement
- What are the measures the company uses for quality?
Are these the same for the marketing department?




INDIVIDUAL RESPONSIBILITIES

Frances Coughlin:
Scheduled interviews
Created rough draft of questions

Wrote follow-up letters

Heather Housley:
Transcribed interviews
Typed project

Organized presentation

Shared:
Interviewing executives

Writing project



I. PHILIPS CONSUMER ELECTRONICS
Overview

Like many companies, Philips Consumer Electronics had
trouble starting and maintaining its quality program which
Philips calls the Quality Process. During the mid-eighties
when quality programs became more and more vogue, the Einholden
Philips corporate headquarters in Holland urged its divisions
to adopt this approach. Although the corporate office handed
down some gquality guidelines, Philips Consumer Electronics
was free to develop its own quality definition and program.
Because "it was a voluntary thing"(Mitchell interview, p. 4),
the adoption of the quality approach was an on-again/off-again
project until about 1990. (Newbrough interview, p.5)

Philips experienced some pockets of success, but the quality
personnel operated at lower levels in the organizational
hierarchy. Many Philips executives, including Jack Newbrough,
Senior Vice President of Marketing, experienced many of the
same difficulties in establishing quality programs at other
consumer electronics companies such as RCA and Zenith. In order
to coordinate and legitimize the quality efforts at Philips,
Newbrough and other ex-RCA employees suggested hiring Randy
Mitchell who was then a quality officer at RCA. 1In January
of 1991 Mitchell became Vice President of Quality at Philips,
and he began setting up an organized quality process.

The Quality Process at Philips is based on its fundamental

definition of quality. Philips defines quality as "total
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customer satisfaction," and this definition is reiterated in
Philips' slogan: "Our commitment to excellence is total customer
satisfaction." This commitment to total customer satisfaction
extends not only to Philips' external customers but to its
internal customers as well. Philips' definition, therefore,
must be and is consistent between departments, and this
consistency bonds the departments together. Employees realize
that satisfying the customer means '"serving the customer the
way he wants to be served."(Newbrough, p.1) Yet in order to
effectively serve customers who buy their products, employees
must first fulfill the needs of their co-workers. If the
marketing department does not satisfy the needs of the sales
department, how then can the two departments work together to
meet the needs of the dealers and end users? The answer lies
in the Quality Process and its drive towards continuous
improvement.

As mentioned previously, Philips refers to its quality
effort as a process rather than a program. Quality, Philips
believes, should not have a beginning and an end as programs
might have. Instead, quality should be a continuous process
without limits or ends. Based mostly on the teachings of
Demming, the Quality Process is a "very team-oriented" (Mitchell,
p-3) system which demands that every employee participate in
quality teams. The Process begins at the top with the president

and CEO. The president heads the Quality Steering Committee
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(QSC) whose members include his direct reports (i.e., Vice
President of Quality and Senior Vice President of Marketing).
The QSC helps guide and support subordinate quality teams.
Next in the chain of command are the Quality Improvement System
teams (QIS) which are led by the members of the QSC. The main
functions of the QIS teams are to oversee and aid subordinate
gquality teams and to provide direction through quality mission
statements. The members of these QIS teams are the direct
reports of each of the Vice Presidents, and these members, in
turn, head Department Quality Teams (DQT). DQT's meet to discuss
individual or cross-functional problems. 1In order to solve
these problems, the DQT's appoint temporary Corrective Action
Teams (CAT) which disband as soon as the problem is solved.

Each of these teams reports its activities to the quality
department through Quality Facilitators (QIF). For each team
meeting the QIF prepares an agenda, distributes assignments,
and publishes the minutes of the meeting. The QIF then sends
a report to the gquality department. 1In this way, the Quality
Process is organized inter- and intradepartmentally.

When the Quality Process was finally initiated, it met
with several negative reactions. Many employees were indifferent
to what seemed to be just another program the administration
created in response to the quality "fad." Others, especially
engineers, were skeptical and openly criticized the Quality

Process. Engineers found implementing the Process most difficult
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because it required faith and teamwork; engineers are rational
scientists who want "to be able to put it to a formula and see
the results from it."(Mitchell, p.6) Quality programs, however,
do not produce immediate results. Employees, used to the empty
promises of new programs, had to dedicate themselves to the
Quality Process which would not produce results for at least
a year. The worst threat Philips faced then and still faces
today is that of the cynics. Like skeptics, cynics questioned
and challenged the Quality Process, but cynics are not open
in their criticism. They are dangerous not only because they
silently undermined the Process but also because their silence
kept Process supporters from recognizing them and challenging
their opinions.

Through actions and results, however, Philips won over
the indifferents and the skeptics. Instead of just handing
down a memo, Philips executives rolled up their sleeves and
implemented the Quality Process themselves. It was their
experience, leadership, and enthusiasm which encouraged other
employees also to commit themselves to the Quality Process.

In order to show a daily commitment to quality, every
employee proudly wears a "Q" pin. Any awards for quality
achievement are displayed prominently on walls and desks. Office
doors are kept open so that occupants are readily available
to help visitors. Meetings have become more efficient in terms

of time management and effective in terms of problem-solving.
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Departments, especially marketing, are "headed toward a new
type of thinking."(Newbrough, p. 12) The Quality Process has
pushed marketing personnel to become totally radical thinkers
and to accept any new ideas. In other words, the marketing
department is becoming a department of risk takers. As long
as the lesson is learned, it is better to take a worthwhile
risk and fail then not to risk anything at all. Philips'
marketing department is approaching its future with fresh ideas.

Between Mr. Mitchell's and Mr. Newbrough's interviews there
were only two major discrepancies. The first discrepancy dealt
with the functional area which drives the company. Mitchell
said that Philips is an engineering-driven company which depends
on the efforts of its engineers to improve and maintain market
share. Later in his interview, however, Mitchell emphasized
the importance of understanding and relating to customers through
marketing. Newbrough, on the other hand, said that Philips
is 100% marketing driven. Since the marketing function drives
the company, the value it creates for Philips lies in its
leadership of the company.

The second and more important discrepancy was that of
marketing's acceptance of the Quality Process. While Mr.
Mitchell felt that marketing was one of three areas which were
slow to embrace the Process, Mr. Newbrough said that marketing
accepted the Quality Process as well as any other department.

Marketing, Mitchell said, "had a very difficult time
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internalizing quality."(Mitchell, p.9) To marketers the Quality
Process was a manufacturing and engineering activity which
demanded rigid, objective measurements such as the defect rate.
Because their work did not produce a visible, tangible product
like manufacturing does, marketers could not see how the Quality
Process could be applied to marketing. When the marketing
function saw that "they have a process in terms of the way they
do their job"(Mitchell, p.10), marketing personnel found they
could actually flowchart their processes. They began to
eliminate unnecessary work and evaluate the quality of their
work.

The discrepancies between Mr. Mitchell's and Mr. Newbrough's
interviews are perfect examples which support the argument that
the marketing function is ironically slow to embrace the efforts
of the quality movement. Mr. Mitchell, an objective observer
of each department's reaction to the Quality Process, saw the
difficulty with which marketing had in terms of applying the
Process to its activities. Mr. Newbrough, whose bias is obvious,
viewed marketing's resistance as a reaction common to all
departments. One thing is certain. The commitment and
determination of the Philips executives demonstrates and
perpetuates the importance of the Quality Process to the survival

of Philips.






internal as well. Our finance group is a supplier to
manufacturing. Manufacturing is a customer because they receive
inputs and data from them. So each one of our areas has to
internalize what that means to them. We can talk about how

we go about even internally measuring satisfaction from one
department to another. We have taken it down to that level.

FC: Now you said the definition was corporate. Did you mean
that it had come down kinda like a trickle down effect from

the corporate or was this total customer satisfaction was that
something that Philips Comsumer Electronics started on their
own.

RM: That's a good question and it does need to be clarified.
Our headquarters on Philips, you know, the Philips concern,

is in Einholden, Holland. Then we have a North American Philips
which is the businesses within the United States, OK. The
headquarters for that is in New York. We are Philips Consumer
Electronics Company which is a division of the Einholden
Philips, so we operate as- a separate division, but we are
autonomous. We have our own profit and loss statement, so we're
pretty well an independent division within the entire concern.
The definition that we established was within Philips Consumer
Electronics Company. You can go to our lighting division in

the United States and they might have another definition of
quality, the corporate in Einholden. So it wasn't something
that was handed down from Holland to come down from here. We're
on our own to establish our own process and our own methodology
and things such as that. There's some corporate guidelines

and directions, you know, the thrust of where they want to go.
But it's up to us to develop the system and the process for

how we want to do that.

HH: How is the quality effort organized within Philips?

RM: OK, if you want to talk about, if you talk about Philips

we got to talk about Philips Consumer Electronics Company, OK,
which is headquartered here in Knoxville. My job and my
responsibility is to define the system for our business, OK,
which is our administrative functions as well as our
manufacturing locations. Our manufacturing locations, we have
three of them that are in the east Tennessee area. Our final
assembly plant is in Greeneville, Tennessee. We have a plastics
plant in Arden, North Carolina, and a woodcabinet plant and

a service plant in Jefferson City. Then we also facilities

down in Juarez, Mexico, OK. So that is our world in terms of
that. My job is to define the quality system, and we looked

at several different approaches on how we wanted to do it.

We came up and we settled on a approach that was probably 80%
Dr. Demming and probably 20% or 10% Juran and maybe 10% Phil
Crosby. So we took, basically we're using the teaching of Dr.
Demming. Why not go with a winner? He's teaching today what

he tried to teach in the United States in 1950. We didn't listen
to him in the fifties, so he went to Japan and made them world-
class. Now we're listening to him and he's teaching the very
same thing here and we're all saying "Wow! Isn't this so great!"

2



Well, the man hasn't changed. The only thing that's happened
to him is that he's gotten older. So, we have developed our
internal training and our internal system from his methodology.
So, I guess to answer your question further, we have a process
defined in terms of, we have a foundation where we lay the
infrastructure for the quality system in place and it's very
team oriented, team approach, so we do it in that fashion.

The president and CEO is the chairman of our quality steering
committee. His direct reports which include me are chairmen

of what we call gquality improvement teams. So we start this
team activity at the very highest level of our business. I
head up a team for our corporate quality. The chief financial
officer heads up a team for finance, OK, which would include
his direct reports. And each one of those direct reports head
up like a department quality team, so it starts to cascade down
through. Then we have second level department quality teams
and things such as that. So the purpose of those teams is to
focus on how to inprove quality within that particular function.
Finance people look for ways that they can, maybe, expedite
closing the books from five days to three days. What are better
ways that they can better serve their customer? We develop
indicators, measurements, for each particular function, and
they're in a book like this that comes out monthly. You'll
look and you'll see that every department has a section in there
and we use measurements to measure how well each one of those
areas are doing in terms of qguality within their own particular
function, OK. So everything is geared to a continuous self-
improvement. And we put just as much focus upon our
administrative functions as we do on our manufacturing plants,
because to us that's what total quality management, TQM, is
really all about. My organization oversees this whole process.
We help the various functions develop the indicators we feel
are meaningful to them, how to measure it, we consolidate it
into a management report. We discuss it on a monthly basis

at the quality steering committee which is the president and
CEO and his direct reports. So it's a very top down type
activity.

FC: How many employees do you have in the quality department?
RM: My direct reports, I have six direct reports, OK, which
includes some product focused people. I have a manager of
quality assurance for color televisions and I have a manager
of quality assurance for purchase product. I have a manager

of quality reliability. I have a direct report that is
competitive analysis, where we are constantly bringing in
competitive products and gauging and benchmarking where we are
versus our competition, and a whole myriad of performance
indicators. The total department with people underneath them
is today around forty. So we have some technician people under
there that are actually doing alot of the reliability evaluation
such as that. I also have a direct report that manages the
whole quality improvement system. They're responsible for
conducting the training, the quality training that we do,

3



statistical process control, problem solving, things such as
this. That person works across virtually every organization

in the place.

FC: So what you're saying is, part of your quality program

is that each department, does every individual in each department
try to comply with the quality, how to improve, how to make
things...

RM: Virtually every individual is on a team. It might be a
first leyvel team, a second level team, a third level team, that
is working on quality improvement at their level. There's
obviously some things that they can't get done at their level
that they kick up to the next level, but the strength of the
process is that... (technical difficulties)

We formally register these teams, so we know who's on thenmn.

We know, they have minutes, we get minutes for that so we monitor
that they are prodressing. If we see that they're stalled or
they're not meeting regularly we monitor how frequently that
they meet. So we oversee that process, and we insure that at
least they are working on it. They really can't go unscathed.
In addition, we have cross-functional and what we call corrective
action teams or CAT's, cat teams that have a little different
definition. They are conditioned and put together for a specific
concern or specific problem that might be occurring
cross-functionally. That team has a beginning and an end to

it. The department quality team is an ongoing continuous thing.
The only way it changes is if people leave and new people come
on.

FC: And how many levels did you say?

RM: That goes down to probably two levels below me, two levels
below the senior staff. So there would be around 115 teams
throughout our business.

FC: On three different levels?

RM: Yea, on three different levels.

FC: And how long has this program been implemented?

RM: I'll just nit-pick you a little bit, it's a process.

FC: Process, OK.

RM: We have, well let me just be honest with you, we started
it in 1985. We had to jump-start it a couple of times. It
started and stopped because at that time it was a voluntary
thing. It started again in earnest in 1988. Some pockets of
success within certain groups like our service company did very
well, our Greeneville manufacturing facility did very well,

but it was not an umbrella over our whole business. I was
brought on board in January of 1991 to tie it all together.

So we have really been driving this from a corporate stand point
for about fifteen months.

FC: Are there, even though it is a process, do you still have
short term and long term goals?

RM: Yea. The process itself is what I would call an activity
based process. There's a lot of teaching, learning, putting

an infrastructure in place for the teams to work cascading up
to the steering committee. And there's a lot of that activity
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that goes on without seeing a lot of successes, OK, but that's
a long term foundation that we've put together. We do, we are
now in a phase I call like a results-oriented type phase. 1It's
where people can start to see some successes coming in. We

use a lot of special, like what we call corrective action teams
to put them together for a special problem, drive a solution,
measure the data, show through the data that there's improvements
taking place, and that's more of a short-term duration. We

use the, indicators, though, in this book to really say how the
process is doing from that standpoint. And then what's happening
is that's also translating back into our product quality.
Because the basic premise was you can't expect improvements

in product quality unless you have the basic infrastructure

in place like your policies, your procedures, your processes.

A simple thing like having control of your processes, you can't
expect to have world class products coming out of that when

you have a very haphazard manufacturing process. So we had

to put some discipline into the organization through getting
that done and that's our whole foundation approach like that.
But now we're seeing not only the improvements in our product
indicators but we're seeing them in the indicators throughout
the business as well. I gqguess I feel they go hand in hand.

You can't have one without the other.

FC: What kind of improvements are you talking about?

RM: Field call rate, for instance, which is our field failure
rate, which is the number of failures versus sales. Those have
come down dramatically, probably thirty percent within the last
yvear and a half. 1Internally our line falloff rates, which is
the amount of product that comes off of the line for whatever
reason. Our end of the line quality measurement, in terms of
failure, our outgoing audits of products report. So there's

a whole series of measurements that every one of them are
showing improvement. That's translating into the marketplace,
a situation whereby the color TV industry as a whole has been
declining for the last two years. In other words, the industry
hasn't made as many TV sets in 1991 as they did in 1990. We're
looking at 1992 not being as many color TV sets manufactured

as 1991. We're obviously feeling the effects, everyone's feeling
the effects of the recession. But yet the Magnavox market share
is growing every year. So what it's saying is that we're still
growing our business in a recessionary environment which you
can't ask for much more than that. So we're taking it away

at somebody else's expense which says that we are getting our
product at our customers when they want it, how they want it,
and in the quantities that they want it. And once you do that,
you're going to be very successful. And we measure that in
terms of the total customer satisfaction thing. We have three
young ladies from UT that we hire in our telemarketing group
part-time. 1It's a good part-time job for them, but they call
our top 150 customers on a monthly basis. They talk to the
buyer with a questionnaire and we ask how well are we doing

in each one of these areas. So we translate that into a
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measurement of satisfaction. And we've set a target to improve
that this year. We want to get our satisfaction up over 90%.
We're not there today.

FC: OK, I'd like to go back. You said the process started
roughly in 1985. How did that come about?

RM: I think it was, and I'm dealing only in hearsay now since
I wasn't here. There was a thrust out of New York. Quality
was becoming vogue. They had identified a approach and were
encouraging all of their different divisions to adopt this
approach. But, like I said, it was on a voluntary basis and

so you cdn't do quality on a voluntary basis. Just like you
can't delegate quality. I can't delegate it to my people.

I have to. I have to do it myself.

HH: What has been the reaction of the administration or the
individual workers to the process?

RM: Well, there's probably been several reactions. Initially
it's Gee! How am I gonna find time to do all this? How am

I gonna find time to go through all the training? How am I
gonna find time? So there's, any time that you introduce a
process like this or anything new it's always met with
skepticism. What's in it for me? That's always the big part
of it because one of the failures of these processes is that

we fail to show the people what it's gonna mean to them in terms
of better job security, and such as that. And until you start
showing results you're gonna have that. Once you start seeing
we're increasing market share now whereas up to two years ago
we were flat. Gee, up to two years ago sales were flat and

now we're increasing sales. Gee, up to two years ago profits
were stagnant and now they're improving. And boy, up to two
years ago this is happening, and this is happening. And then
you start saying well what do you think changed all that? Maybe,
maybe it had something to do with this, see? And, we deal with
some very tough people. We're an engineering driven company.

I hope I don't step on any toes but engineers are tough.
Everything has to be a science. You have to be able to prove
it, you know, on paper. And a lot of quality is taken initially
on faith, that it is just the right thing to do. They have
kind of a left brain right brain mentality and sometimes it
doesn't equate to them to take something on faith. They have
to be able to put it to a formula and to see the results from
it. So we had some pretty tough pockets to overcome because
it's just not within them to do that. Interestingly enough,
it’s not within a lot of the engineers to work together as teams.
We find engineers very individualistic. They want to go create
something, you know. This is my idea, you know, my patent.

So it's even somewhat difficult for them to work in a team
environment. So there was a lot of early teeth-gnashing and
things like that that just required persistence on our part.
Once you get into the results phase, then. We still have
skeptics, don't get me wrong. We still have cynics and those
are the people who we worry about. They're dangerous to the
process because a cynic will never change no matter how hard
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you try. But yet, you don't see a cynic. He's not the guy
that's out there questioning you and challenging you. That's
the skeptic, but you can win him over. The cynic is just very
sneaky and very silent but he's down there, right now, today,
undermining. So, it's tough. 1It's getting better. You'll
read how this process takes a long time, and it does. Ford
Motor Company started their "Quality is Job 1" back in 1980,
and they did a survey of their people in 1986 or 1987 and only
65% of their people thought they were really serious about
quality. ,Now they had been engaged in this process for six

or seven Years. They had 35% of their people that they hadn't
won over yet.

FC: Why do you think that there are skeptics and the cynics

in the company?

RM: I really don't know. To me it's just a no brainer. 1I've
come to the conclusion long ago that businesses won't survive
in the 1990's unless they're quality focused. I just believe
that. 1It's a lot of work. ., Most people want you to give them

a recipe. Here, this will do it. But it's something that
requires you tg work on every single day because there's always
people looking for that chink in the armor. 1I've got to be
very careful in what I say and what I do because there's a lot
of people wondering when's he going to falter, or when's he
gonna let us know what he really thinks. (Technical
difficulties.) ... You know, I think the difficulty is that
it just takes work. And it's not something that's task oriented
where if T do this work today then I can stop tomorrow. We
just have to keep doing it every single day. I think that gets
back to why it just hasn't been totally embraced, because it's
a lot of effort.

HH: And is every single person that works here, are they all
involved in some sort of team?

RM: Uh-huh. The only exception would be like in our
manufacturing location we might not get down to every single
employee on the assembly line because you get into when are
they gonna do it and things like that. But they do have times
when they are pulled together as groups for kind of interactive
discussions and things like that. But it's not as regimented
as what they are in some of the other groups.

FC: Can you tell me about the impact of the quality program
on each of the functional areas such as, like the manufacturing
area?

RM: Are you looking for something specifically on when you

say impact?

FC: Just have they had to go through a lot of changes, like
have they had to, this may be way out, but change around the
plant? Or have they had to get rid of employees or add more

employees?
RM: Well, as we've been putting this process in we've been
in a constant state of downsizing our operations. Philips a

year, two years ago was not in the best of financial health.
We are in a lot better financial health today. But the people
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have had to deal with that, all going through this process,

and there was some unfortunate linkage that this process was
contributing to reduction of employees. So sometimes we have
the union not really understanding what was going on. I think
the major changes that the people have had, if I could just
summarize it, would be that they've learned how to work together.
They've learned how to depend on one another. And the thought
behind that was that collectively we're a lot smarter than what
we are individually. So we've gotten as a company a lot of
power out of the team approach to problem solving. The people
have gott™®n used to not only working inside their own cocoon
which might be their little department in the factories, but
working with other groups within the factories creating an
understanding of how these people over here affect these people
here and the activity to try to improve that. And also working
on the hierarchy between, we'll have teams that have line workers
and maybe superintendents on them. When they're on the team,
they're really as one. There's really not a barrier to authority
there. So that's made a bétter relationship and communication
link top down and bottoms up through the organization. I think
that if you ask how it's affected all of the departments then

I think it would be the same with the manufacturing people and
the administrative field. 1It's just been a positive effect

on learning how to work together.

FC: You said that there are no barriers top down and down top.
Are there any type of obstacles cross-functionally as far as
the process goes?

RM: Not as far as the process. If there's barriers there,
it's barriers that have been there historically in the past
that we're trying to break down. The most prevalent was between
engineering and manufacturing. Designs would occur in
engineering two weeks before production. We joke that they'd
throw the chassey over the wall and say "There it is, build
it." Now at the very beginning of the development process,
when we're virtually starting with a clean sheet of paper trying
to conceptionally visualize what the product's gonna look like
two years down the road, we'll have engineering, we'll have

our product planners there, we'll have our key suppliers in

on that part. We're very fortunate here that we have world
class suppliers like Motorola that won the Baldridge Award.
They probably contribute as much to our success as not, as well
as .the manufacturing plants. So they're all setting down from
day one knowing what's going to be coming down the road, and
the whole development process now is done very openly. We view
it as a management team periodically through the process, so
that when we get to production introduction, there's no
surprises. Everybody understands what the product is. They
understand the level of quality it looks like it's gonna do
because we've made some builds and put them on lifetests and
things like that. 1It's just a lot more open environment. And
so that barrier is virtually gone away. Now there's obviously
other barriers here that we're trying to just blur out through
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this teamwork and working together.

FC: So you feel that the teamwork that the quality has brought
on has been kinda...

RM: 1It's a catalyst.

FC: For the departments to work together.

RM: Sure. Yeah. There's no question.

HH: I just wanted to ask a little bit about the marketing
function specifically. First of all, how has the process
affected it? 1Is it just exactly the same as everybody else?
RM: They have a quality improvement team that's headed by the
senior vice president of marketing with his direct reports which
are usually all vice president of color TV marketing, you know,
so it's very high level. Then each one of those vice presidents
have their team. They work on who their customers are. Sales,
for instance is one of their customers because they develop

the pricing and things like that. They have internal surveys
to sales, how well are we doing, and things like that. So,

we put just as much, and they have measurements and indicators
in this book. Let's see.  Advertising is a part of that. They
have their own specific part of that.

HH: Wwhat type of measures do they use?

RM: There's measurements such as pricing accuracy.
Unfortunately I can't share them with you, OK. Schedule
attainment, advertising deadlines, consumer perception of
Magnavox versus the competition, sales forecast accuracy for
color television, projection television, things such as that.
We have projects meeting deadlines, the way that they measure
themselves internally. You notice, see we also have the
measurements like in the marketplace, the traditional marketing
measurements. These are measurements though, that speak to

how well are they doing as an organization. And that's what's
in this book. We've got all the measurements that say what's
our percentage of sales, market share, and all those sorts of
things. What's our average price, average cost per unit, things
like that, that we can measure against the competition. But
these are directed toward how to improve their activity.
internally.

HH: Where do you think the marketing function is headed, like
into the future? Where do you think they are right now and
where should they be?

RM: In terms of quality, or do you mean in terms of...

HH: Quality or overall, whichever.

RM: They have been one of the three areas that's been slow

to embrace the process.

FC: What are the other two?

RM: Sales, and human resources.

FC: Do you know why?

RM: They just felt very detached from the quality process
initially. They viewed quality as a manufacturing and
engineering activity. Had a very difficult time internalizing
quality and to their groups. I don't think that's a good use
of my time is what you heard. I need to be out selling this
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product. Only when it became clear to them that even within
sales and marketing they have a process, they have a process

in terms of the way they do their job. And part of our quality
improvement process is to flowchart and map their process.

So we have each group in finance, group in engineering, this

is advanced levels in the quality. We've really fought with
them in terms of putting the infrastructure in place. But then
the next level of this whole process that we've identified is
what we call the "map the process" whereby they really flowchart
what it is they do. And then they start to look at that in
terms of cheaters, things there that's redundant. There's things
there that aren't adding value. And there's things there that
we're doing just because we did them for the last five to ten
years. So then, they started the process of eliminating
unnecessary work, and it fit nicely because as I mentioned
before, we were in an environment where we were downsizing our
business. And so as you have less people, the only way you
survive is eliminate work. You don't do the same amount of
work with less people. That's ludicrous. If you have less
people it forces you to look at the unnecessary non-value-added
work. Now they can start to identify that, and they can start
to see a part of the process. They were looking at the quality
of the work that they were doing. Then they started to see
that it then was something that was necessary. Now they view
themselves as part of the entire team. Everybody would jump

on the bandwagon once the success starts coming in, you know.
And you'll the "Hey, I was always with you." But I think it's
just traditionally, and I would venture to say that any other
business that you talk to that these are going to be areas that
are going to be slower to pick up the process. You'll talk

to some businesses that I would venture would not be engaged

at all in the quality process in their administrative areas.
They're strictly manufacturing focus. I think that's answers
what you wanted.

HH: Yes, thank you.

FC: Our project is, like, what we hope to prove is that
marketing is one of the areas or even the main area where they
have been slow to embrace quality, which is what we feel is
redundant because they are the ones that say that you should

be customer oriented and the only way to be customer oriented
is to have quality, and integrate it into the company.

RM: . Yea.

FC: 1It's kind of ironic.

RM: It is. 1It's a paradox, isn't it? And you're seeing that
very well and your perception's very right. You'll be successful
in your paper because you'll be able to prove that. 1It's just
a fact. It is interesting that they're probably the people

as close to the end customer. They seem to be more detached
from it than the others. We forced a lot of indicators onto
this customer satisfaction. We have a service company now that's
been rated as number one in consumer electronics now over a

lot of the Japanese manufacturers in the United States for the
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last couple of years. And it's, they put a lot of effort into
the people who come into direct contact with the consumer.
Consumer affairs area there, that if there's anything wrong
with the product you call directly into that. One measurement
is that 98% of the time they have to answer the phone on the
second ring. They have to resolve 90% of all the calls on the
first contact. That's tough. Those people who answer the phone
have to be tremendously empowered to be able to do that. 1It's
all sophisticated computer system whereby you logon the people
that call»in. These people are empowered that if you need to
exchange a set, they'll do it right then because they want to
resolve it on the first call. There's nothing that people hate
worse than either be put on hold or say "Hey, we'll get back

to you" or something like that. All these things have gotten
us to a number one position in customer service. We do that
for a very simple reason: number one is financially it costs
you five to ten times as much money to find a new customer than
it does to retain the old ones. 1If you're in marketing then
you'll understand that. The existing customer, all you've got
to do is keep him satisfied, and he just keeps coming in and
ordering product. But a new one, they have to go out and
advertise and make contacts and call, it's very costly. So

we can identify that right to the bottom line as far as why
it's important for us to do that. We take a lot of pains in
terms of our service industry to make sure that if something,
God forbid, does go wrong with the product that we manufacture,
that we service them very well. And all the statistics, all
the market research that you'll ever do will tell you that a
person that's had a problem and you service them well, they
have greater brand loyalty than a person that never had the
problem before. And it is just so true. I can think about

it in my everyday work, and everyone has had trouble with an
automobile. You say if something happened to it, you can kinda
except and maybe even forgive the manufacturer for that defect
if that dealer says I'll give you a loaner. We'll come right
out and get you. We'll take you to work or to school or
something like that. We'll have it to you this afternoon, no
cost to you, by the way. We'll have it back to you and you're
sitting there saying "Wow. I'll never get off of this brand."
Til they dissatisfy you. I'm gonna talk a little bit too about
why total customer satisfaction, if I can. I told you earlier
on that I would. One of the failures that people make today

in terms of quality is that they try to make a decision.
Everyday we're faced with quality decisions, in our manufacturing
plants - is this good, is this bad? Do we ship, do we not ship?
Companies make that determination based on a lot of times
historical data. Have we ever had a complaint on this, or have
we ever had a warranty claim on it? And if the answer is no

to both of those, people say it must be alright then. So we
will make the decision to ship product or let product go based
upon whether we've had a complaint or a claim. The problem
with that thinking is that that doesn't measure dissatisfaction.
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I use the story of my father. My father's got a RCA television
and a remote control that's got little bitty buttons on it,

and his thumb is huge. I take after my mother, but his thumb
is just huge. And when Dad pushes those buttons he hits two

of them at the same time and it just infuriates him, to the
point he is so infuriated he'll never buy an RCA again, not
just because I work for Philips but he just won't buy an RCA
again. But the problem is that RCA has never had a complaint,
never had a claim. He's mad and they don't know it. Because
the statkstics will also show you that nine out of ten that
have low to medium levels of dissatisfaction won't complain
because they don't want to rock the boat. So, our thrust is

to cut through those layers of complaints and claims and get
down to levels of satisfaction. That's why we survey, I
mentioned earlier that the telemarketing people poll our top
150 customers, because the only way you can find out is just

to ask them. Because they're not going to call you. We do

it through out consumer affairs with the people there. So,
that's something that we take very seriously and we think that
this is what the breakthrough is going to be for us in the
nineties.

FC: So you're saying instead of waiting for the dissatisfaction
to come to you, you go out and find the satisfaction?

RM: And in doing that we find the dissatisfaction, too. Because
if we call people, then they'll tell us. If I call you and

ask you how I'm doing, and you're not happy with me, then you'll
tell me, whereas you may not pick up the phone to call me.

So we try to be proactive, and survey not only our customers,
but consumers. We make it a distinction between the two. The
consumer would be a person like yourself that buys one of

our products The customer is the intermediary, like the KMart
or the Walmart that we sell directly to that you ultimately

buy from. Both of those people are very important to us. KMart,
Walmart's very important, but you are very important to us,
too. So, sometimes you get entirely different results from

the two people. The customer, the Walmart, they're not so much
product oriented. They're mad because you didn't deliver it

on time, or you promised us 2,000 and you only gave us 1,300,
So theéir complaints are a little different than the end user
which is almost always on the functionality of the product
itself. So, if we're going to do total customer satisfaction
we have to worry about both.

FC: You mentioned on the service company, you said that the
employees have been empowered a lot more than they have in order
to fulfill the goal of ...

RM: 1In the particular area of consumer affairs. The people
who are handling the calls, to achieve 90% resolution on the
first contact they have to be empowered.

FC: Has there been more empowerment because of this quality
program, like in the different functional areas?

RM: 1It's slow in coming for two reasons. First of all, middle
management feels threatened by empowerment. They feel that
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they're taking a lot of their authority away from them, which
says that they haven't come to grips that they're no longer
expected to be managers, they're expected to be leaders. And
there's a vast difference between a manager who's a control
kinda guy, and a leader who just coaches, counsels, gives you
some guidance, and you go off and do it. The second problem
with empowerment is that you get the people that don't want

to be empowered. There's a vast majority of people that want
to be told what to do, when to do it, how to do it, I don't
want to h3ve to think, I'm here from eight to four thirty, and
you just tell me what to do and I'll do it, and I don't want

to have all this responsibility, and I don't want to be told
that I can shut the line down, and everything like that. So,
those are two barriers to empowerment, so you have to do a lot
of training to really get an empowered workforce because you
have to break down -those two things. Did you see my
sledgehammer?

FC: I saw that.

RM: See this is what we use to break down the barriers to total
customer satisfaction.

HH: That's great.

RM: Feel it. 1It's a real sledgehammer.

HH: Oh my goodness! I can hardly 1lift it.

RM: 1It's a real one. 1It's just a little symbolism thing that
my boss game me.

FC: So the middle management should be managers, not leaders,
or leaders, not managers?

RM: Leaders, yea.

FC: Leaders, not managers, OK.

RM: If you come to work for me, I just wouldn't think that

you would want me to tell you now do this and do this and do
this. You sit down and say now this is the thing, this is the
approach we want to do. You need to have the freedom to go

and do. I'm here as a counselor if there's any problems or

any barriers that you run across to help you with., I want to
review this project with you at intervals here but I'm not going
to sit down and do the whole thing. The former is the way we
used to do it. We used to just sit down and control people,
stifle them. So it's a whole new renaissance now to do that.
But it has required us to do a lot of training of people my
age. and probably even ten to fifteen years younger. It's just
not the way they were brought up. I don't know how the schools
are teaching management now. I don't know. It would be
interesting to see how your professors...

FC: Well, at UT quality is really being emphasized in the
curriculum. ‘

RM: That's why we use a lot of UT people. Of course, I think
the business school is very, very good here, and Dean Neel group
there, we do a lot of work with them. 1It's really been a win/win
situation for us. We use a lot of coops and they're all
excellent We get a lot of work done, and you know we pay them,
too. But yet it doesn't show up as a headcount. We don't have
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to pay our medical benefits or things like that, so it's a good
thing for businesses, too, to utilize students. Plus it gives

you guys some experience.
HH: Well, that's all we have.....
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Jack Newbrough - Phillips Consumer Electronics

FC: OK, I'm just gonna start off with some personal questions.
Could I have your full name please?

JN: James H. Newbrough Jr.

FC: And what's your title?

JN: Sr, Vice President of Marketing.

FC: And how long have you been with Phillips?

JN: Almost three years. About two and a half years probably.

I came in July of 1987. I have to think about it, July of '89.
I came from RCA. I worked there eighteen years before that.

FC: What was your position at RCA?

JN: Director of Marketing. Director of marketing for video.
FC: And have you always been Vice President of Marketing?

JN: No, when I first came here I was director of marketing

for video, and then I was Vice President of Marketing for Video,
and I was made Senior Vice President of Marketing for everything.
HH: And how would you describe Phillip's overall definition

of quality?

JN: Total customer satisfaction. I think you can look on the
wall and our commitment to excellance is total customer
satisfaction, that's our slogan. And if you notice we all wear
our Q pins. And that's a reminder of total customer
satisfaction.

HH: How do you define customer satisfaction?

JN: I think it's serving the customer the way he wants to be
served. In its most simplest terms. And we have a lot of
customers. We have internal customers, and we have external
customers. The marketing department has a lot of internal
customers. The internal customers are the sales department,
logistics, finanace, and various people internally. Our external
customers are dealers, and the end users, the consumers. So

we have a lot of customers, and that's why ... looks at it that
way.

HH: Do you think the definitions of quality vary at all between
the departments?

JN: No, this company, that is very prevalent here. We all

know what we're here for. And we think we can translate serving
the customer better into profits. If we serve him the way he
wants to be served, we should get alot more business. We should
make money. Because we look at it from a profit standpoint
always. It's nice to have good quality, but there has to be

a reason. I'm not going to do it just because I'm a nice guy.
I'm going to do it because there's something in for me in the
long term.

HH: How is the quality process organized within Phillips?

JN: We have a Vice President of Quality. He's the guy who

runs and oversees the program. But the quality process really
starts up top with the president. And it goes all the way to
the bottom. And I think it started with him, and it came to

his staff, and to our staffs, and it's taken an awful long time
for it go all the way down to the ground roots. Because people



don't believe it. You can say it, but until they can see
evidence of something happening, they don't believe it. So
we've been involved, when I was at RCA we were in very much

in a quality process like here, probably got started a lot
earlier. When I came here they were just starting it. So I'd
already been through it. And Randy Mitchell came from RCA.

And I worked with Randy at RCA for many years, so I recommended
they hire Randy knowing the quality program we were embarking
on, why don't you hire a professional that's already done this.
He's done this, he's been through it. He knows what's involved,
and it makes it easier when you have somebody that understands
the process you're trying to go through, cause it's a long
process. And for us to train all of our employees, our goal

is to make every employee be a part of quality meetings forty
hours a year, forty hours of training. Now I've already had
twenty-four myself this year. Sat in twenty-four hours of
classes. We had one the day before yesterday that went about
ten hours.

HH: That's in actual classes, not just meetings?

JN: No, we don't count meetings. We have quality meetings,
too. Our quality meetings are a part of our staff meetings.
The first part of every staff meeting is devoted to qguality.
It's always the first thing on the agenda, and we take as much
time as we need for it. If it takes an hour, fine. If it takes
two hours, fine. And then the staff meeting really begins with
that.

FC: Is that in all staff meetings?

JN: All functions that we have, let's take the marketing
department, that's the one I can answer to, because everyone
does it a bit differently. All of my groups, the video group
is an example, meets every two weeks, nothing but guality
meetings. They have seperate meetings just for quality. They
may meet an hour or two hours, they have a Quif, we call thenm,
a quality person, a person who takes all the notes, and makes
sure that the notes are distributed, and that any follow up
action happens. We call them Quifs. They are quality
facilitators. But we shortened it to Quif, they're quality
facilitators. And we have one for my overall marketing staff,
there's a Quif, and then each group has their own quif. They're
the ones that make sure everything get done, distributed, and
followed-up. They prod people to get answers and to do what
they're supposed to do. So some of my groups meet once a month,
some of them meet twice, once a week, some of them meet every
two weeks. It depends on the size group. Color TV meets every
two weeks. VCR meets every two weeks. I think advertising
meets every week. They're all different and we're all working
for the same thing, and we just won, the marketing department
was just awarded our first big award. We won the quality four-
phase award. That's the first award that you can win. This
year we're working on what we call a PQA90 Award, that's the
second step, so it's a year-long process. So we're well on

our way toward that, and it requires a lot of documentation,
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and at the end of the year when you submit an award you have

to have all the documentation, they have outside people come

in and audit you. So it's not internal people, and everything
can be very objective, and they can fail you or pass you. We
happened to pass the last one, so.

FC: And who awards these awards?

JN: Well, Mr. Johnstone, vou'll receive a president's award.
The first thing that happened when we won the award, we received
a letter from him, individually, thanking this department for
making the award and congratulating us. Then once a year there's
a big award banquet and each department is recognized for
winning, big dinner. There'll be extra incentives like taking
your wife to dinner, take your spouse, whoever, in the groups.
We don't give big monetary things because quality is part of
your daily life. You shouldn't be paid to do it. You should
just do it. But there is some kind of recognition, and it's
kept to things like dinners or things like that, that's a typical
example. We have all kind of stuff that we give. See our big
Q.

FC: Mr. Mitchell had a big sledgehammer.

JN: Oh, I have that also. That's not for quality though.

Well, it's part of the quality process, but if you read it,

it says, it's to break down any barriers. Don't let red tape
get in your way. Break down barriers which inhibit achieving
total customer satisfaction. It started as a barrier to getting
things done, and then we said it fits in with everything we've
done, and we added the total customer satisfaction to make it

a part of our quality program.

HH: Could explain a little bit more about the four-phase award?
What that is all about.

JN: Well, the four-phase award is really the first step for

a department to really get involved in a quality process. We
always talk about a quality process instead of a quality program.
A program has a beginning and an end. A process goes on forever.
So the four-phase award teaches you to set up the quality
organizations, it teaches you to do documentation, it teaches
you to set goals and have objectives, and it teaches you to

then look at the results, and then it teaches you to look at

the payoff, what's the rewards. Then it's renewal, recognition,
and it just goes on from there. The PQA90 is a lot more
detailed... level. Once we've got everyone doing this, having
meetings, then it gets into a lot more detail. 1It's actually
six phases. I guesg we could call it the six phase award, but
the first one was the four phase award. And it's primarily

to get you involved teaching. The second one is to actually
make progress in the quality process. And there's six phases
that they go through on that. And what I do, we break our whole
marketing staff up into groups and say you two are responsible
for this phase, you are responsible for this phase, and write

up everything we need to do. Let's document it, let's make
assignments and somebody do it. And then give us reports.

And that's, what we had a couple of days ago was we made our
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assignments for this year.
FC: So in the four phase award it deals more with teaching
and learning...?
JN: Yea, I look at it as an introductory type, I look at it
as an introductory level of the quality vrocess. It's really
what we would, people, vou can't go to PQA90 until you go through
the four phase award. So that's the first step, and for new
hires, I've got three new guys I just hired, they have to go
through a training session to get them up to speed because the
rest of us are way ahead of them. So they have to go through
a special, we have to let three guys go through it in one class.
All three new guvs went, just, because they see all this stuff
and they don't know what it means. One's from Sony, one's from
Panasonic, one's from Toshiba. We get them from different
companies, and they may have something, but it's nothing like
this. The only company that would have anything like this is
RCA. And it's very similar, obviously if vou've got the RCA
guy running it. If you've talked to Randy, you'll know that
that's where he's from. So we do special training for those
guys.
HH: Have the other departments, have they had a chance to get
this award?
JN: I think everybody has achieved it. I think. I don't think
there's anybody that hasn't made it.
HH: Was marketing one of the last ones?
JN: No, marketing was one of the group that, a whole bunch
of us got them at the same time. I think only logistics, mavbe
logistics got it first along with one of the factories. And
marketing was reorganized a couple of times. So every time
we'd start we'd have to reorganize and we'd have to kinda start
over. So we got ours' along with a whole bunch of other
departments, sales department, marketing department, I don't
know how many, but a whole bunch. See you don't submit until
the end of the vear. So everybody submitted at the same time
and as far as I know everybody in this company got it except
for one group, but I don't know what group that was. It wasn't
marketing, that's all I care about.
FC: You said that the marketing area went under reorganization?
JN: Well, because in the past we were corganized, there was
no senior V.P. of marketing. I was V.P. of marketing for video,
there was a V.P. of marketing for color, and a V.P., of
marketing for sudio, and we all reported to the president.
And he took me out of video and I became head of all marketing,
so those guys all report to me now. And I report to the
president, so we reorganized it in that way. It's the way we
had been for a time, a long time we had been this way. 1It's
a very typical organization for most big companies.
FC: Has that made communications between departments easier?
JN: Yes.
FC: And you said earlier the quality process began with the
president and worked its way down. How did it work its way
down?

-



JN: Well, by actions. Because the president can put a bulletin
out which he did. We're embarking on a new process, total
customer satisfaction. Wear this Q pin. All this nonsense,

you can say that. The guy down on the third floor says Oh,
another program. It happened at RCA. 1It's exactly the same
thing. We said it, and even the managers that worked for me
said that's a bunch of bologne. Until they see something change,
your attitude has to change, and what you do has to change.

You have to show them by actions. So I think what happened

was, 1t took a year to a year and a half for them to see that
hey those guys are serious. It took that long. It's taken

us a couple of years for it to really sink in. These people
are really serious. If the product's bad, you don't ship it.

If components are bad, you don't accept them. You have to turn
things away like that. In the past you say Well, maybe it's
pretty good, the failure rate's pretty low, we'll take care

of it through normal warranty. We don't do that. If it's bad,
it's bad. If it's good, it goes. So it's actions, and it's
finally having an effect.

FC: You said it took a year to a year and a half when it began,
igs that when this quality process began?

JN: I think they've had a quality programs here for years in
marketing. But I don't think this quality process started until
about the time I came on board, and I had nothing to do with

it, I'm just. It was just getting started. It probably got
really into full bloom in the first of 1990. That's why that
we suggested that we hire Randy. Because we had quality people,
gquality people here running a quality group, but they were at

a lower level, and I felt like that it should be elevated to
the president's level, someone that reports directly to the
president to have some stature, number one. Let people say,

Hey quality is important, we have a V.P. of quality. He's not
some peon out in the factory someplace trying to tell everyone
because nobody would listen to him. So I think it was important
from that standpoint that we elevate the quality aspect. Let
people know it's very important. 1It's very important.

FC: And you mentioned the quif's. And there's a quif in every
department, and then that quif reports to Mr. Mitchell?

JN: No, those people are as an example, the quif for our
department is one of the secretaries. She's specially trained,
she has to go to quif class. Even I went to quif training,

and I'm not a quif. But I like to go so I know what they're
saying and doing and making sure they're not wasting time.

So we have, my old secretary is our quif. She's over in the
video department. She's the quif for that department. She's
also the marketing department quif. And her job is when we
call a staff meeting, she comes as part of the staff. She
publishes an agenda beforehand of what the quality issues that
are to be discussed, and she gives assignments of who's supposed
to come prepared to do what. She'll write the minutes of the
meeting, she'll distribute them, and she'll follow up to make
sure that people do their assignments. Then she reports, she
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sends her reports into the gquality group, which is Randy
Mitchell's group. She keeps them abreast.

FC: OK, but that's not her only job?

JN: No, she's a full time executive secretary. But they don't
have to be executive secretaries. We had one of our audio guys
who was manager of marketing, was it for a year. His workload
is so heavy now and he's traveling so much overseas that he

ran through the end of the year and then we made Kate Rules

our new one.

FC: OK, you said the quif sends the reports, the agendas of
the meetings to the quality group?

JN: Everybody in the marketing groups, on the marketing staff.
See, let me give you a little example. We have a big quality
group. The highest quality group that we have is the marketing
staff. And it's called a QIT, it's, or a QIS function. But
it's a staff function. 1It's a quality staff function, that's
mine, me and all my direct reports. That's on the the QIS team.
Now the video group has their own team, and that's led by their
V.P. That's called a DQT, department quality team. So we have
a whole bunch of DQT's, and they're only handling their
individual specific problems. Or any cross-functional problems.
They bring their own problems together, they discuss them, they
appoint CAT teams, corrective action teams. We use all these
terms, but they're called CAT teams. And these CAT teams solve
problems. As soon as the problem is solved, they disband it.
My team is overlooking everything that the departments are doing,
and making recommendations and changes and giving help where
needed. That's our main function. We're also developing a
quality mission for the whole marketing team. What's our
mission, what's our statement. Giving direction to the guys

on my staff and then go back to their own teams, their own
departments, and they lead their departments, that's how it
works. So the direction comes from the marketing staff down
the to departments down to the CAT teams. But the CAT teams
are the guys that solve the problems.

FC: And what does QIS stand for?

JN: Quality Improvement System.

FC: OK, so you have the QIS teams, and underneath them are

the DQ teams, and they appoint the CAT teams. So where do the
quifs fit in?

JN: They're a part of the DQT's. Every DQT has a quif, and
every QIS, the big team has a quif.

FC: And how does all this relate to the quality groups, how

do ya'll communicate with the quality group?

JN: Well, then Randy Mitchell's organization is the quality
group that ties everything together. We're submitting everything
to them. They keep, we have meetings we have with his people
in the meetings. The come they spent all day with us Tuesday.
Ten hours with us. A lot of times they do the presentations

at our meetings so they're helping us to prepare. That's his
group's job.

FC: Now you said the process started around 1989?
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JN: I think it started in ernest in early 1990. That's when

I arrived here and because we were just talking about all this
big process, and they came to me and I said I worked the whole
thing in a couple of hours because, and these people were just
starting, so I was pretty much ahead of them. Because we had
just gone through three or four years of it. Of almost the
same thing that we're doing here.

FC: How did they begin this process, what, did they do it
internally, or did they bring in outside consultants?

JN: We had no outside consultants that I know of. It was all
done internally, and learning, it's an old process, it's not
new. It's just that a lot of companies haven't done anything
with it for a long time. We have a lot of GE people also, and
a lot of RCA, and GE had this process for a long time also.

So with a large number of GE people, large number of RCA people,
large number of other companies that had done this process,

it was pretty easy to get it started.

FC: So you think that GE and RCA were used as model?

JN: I'm pretty sure that the whole process was pretty much
modeled after that type system. We've also looked at Motorola.
There's a lot of examples out there of people who use different
guality systems, but they're all similar. They have a six sigma
thing. You can go through a lot of things, but it's, you've
got to arrive at the same point no matter how you get there.
FC: Could you describe that six sigma?

JN: Yea, six sigma is a technical term on how they calculate
things for their failure rate. 1It's actually a term that they
use for no failures or very, very low failures. So you look

at a thousand pieces and one's bad, or whatever term. But the
six sigma is a term Motorola, we don't use it, it's a term they
use.

FC: What type of improvements have you seen from the process?
JN: Oh, I think we've seen a lot of improvements in the fact
that there's a method to the madness now. So that when there's
a problem, there's a quick way to get a team on to solve it.
Before it may be, it was difficult to solve a problem because
you couldn't get people to, vou had to go through a lot of red
tape. What we've tried to do is cut red tape. I mean a lot

of things have happened. One of the things I did was, I have

a lot of people wanting to see me all the time. And one of

the first things I did was look at my calendar and I had meetings
all day. I don't ever take meetings in the afternoon, unless

I make an exception. Here's a case. I made an exception for
y'all. Because I couldn't do it this morning, but I, my
secretary has complete control of my calendar for every morning.
From seven o'clock until noon she can schedule anything she
wants. After twelve I don't take any meetings. Zero. And I
have all the rest of the afternoon to get my work done. Because
I would find that I would have meetings every hour, every half
hour, and you'd never have any time in between. You'd come
back, look at the calendar, and go to another meeting. So I've
stopped all that stuff. That's a quality improvement, a big
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improvement for me. It's, time management is part of the quality
function I think, and it's a biggee. And I'm getting ready

to impose it on my staff. I've given them warning to get them
prepared. They're always complaining they don't have time.

I said that's because you don't manage your time correctly.

They say people call me well don't go. You don't have to go.
Tell them you can't go. That's what I do. The only guy that
can call a meeting that I go to is the boss. If he says I want
to see you this afternoon I go. Nobody else, unless I give
special permission. I'd rather have them if they have a problem
walk in here, spend five minutes and leave. I can solve all
problems in a few minutes, and the door's open, they can walk
in anytime. But we don't have a set down meeting, and it works
well. That's just an example, but time management is one thing.
It doesn't have to be a quality problem. Time is a problem,

and any big company it's a problem. Too many useless meetings.
The second thing is we make sure when we have a meeting, we
have an agenda, we have a time to start, we know basically how
much time we'll allocate to each thing, and we have a time to
end it and we end it. We start it on time. If you're not there
we start it anyway. We ended it, if we're not finished, we

end it. Those are the type things you have to do to get some
creditability. If you don't do that they wander in late to

a meeting. We had people come in late today, and we started
anyway. That's their problem, they know what time it is, they
have to get there. They're big folks, I can't lead them around
by the hand. They have to be responsible for themselves. And

I think what you do is, you have people say, gosh we better

get there. They'll start without us. Well it's true, we do.
You're only late a couple of times. So that's some of the things
we do. That has nothing to do with a guality problem, it's

just a part of the process that vou're trying to improve.

HH: What about the reaction at first? Was there some
misgiving?

JN: Indifferent. People said, ah, it's just another program.

I don't believe them, it's just another corporate slogan. All
of those type things. I think there was a lot of non-belief,
un-belief. And it takes time, and gradually over time we will
overcome that. But you have to show action.

HH: How has it affected the culture?

JN: Well, number one, when you look at every employee they
wear the Q pin. They didn't at first. They wear it everywhere.
It's a habit, and what it's supposed to mean is people say does
that mean quality, no. It's total customer satisfaction. That's
what it means. Because that's our focus, and it's helped us

to focus better, and I think it's changed the culture in the
fact that it's not a joke, and everybody is focusing on making
things better, improving things. This is a tough business.

If we don't improve quality, the way we do business with the
product, we won't be in business. It's that tough. This is
not a profitable business for anybody in the business. I read
in the paper today Zenith lost another, they lost $55 million
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in the first quarter. $55 million in the first quarter, and
they're in the TV business. It's a tough business. Nobody
makes money in this business, very few people. So we have to

be better, and if you look at the cost of quality, we call it
the cost of nonconformance, it's millions of dollars. It could
be as high as 50 or 60 million in our company alone. If we

don things better there's a chance to save a big portion of
that. That's when you can start relating to it, when you put

a dollar figure on it. So hey if we do things right, we save
fifty million dollars. 1If we do things half way we save twenty
five, so there's an incentive to do things right.

HH: And every single person in the marketing department and

the whole company is involved in quality in some way?

JN: Everybody in the company is involved in quality, even in
the factories. Everybody, I don't know of anybody that isn't.
If there is, I don't know them, and if we found them we probably
wouldn't have them around here very long. I think that's why
it's important for the new employees to get them started early
right away.

HH: And the structure of the department or the company as a
whole, has that been a help or a hindrance?

JN: It probably helped when we made a few changes in the
marketing department, but it's not hindered. It hasn't hindered
the process. The process is kind of an individual thing. You
cna't make a person a quality person or do quality things.

They have to come to that decision themselves. You can't make
it happen, you can't force someone to be a good employee or

a good person. You either want to be or you're not gonna be,
one of the two.

FC: When all of the reorganization was going on in the marketing
department, did that have any effect, or was that an effect

of the quality process?

JN: I don't think it had any effect because individual
departments were already doing it. The individual departments
were already doing it. It was just a matter of just adding
another step, and that's what we did with this group. And then
it made communication a lot easier to the other groups. Now
instead of having three groups talking to sales you have one.
Instead of having the video marketing group, and audio marketing,
and TV marketing, you have one marketing group now. That made
it easier for us to have one to handle your internal customers.
so it just brought it together.

FC: Well, what's been the impact on the marketing area as far
as long term goals?

JN: I think it's changed the way we market. Changed the way

we think completely.

FC: Towards total customer satisfaction?

JN: We, how can I say this? We used to always have a strictly
adversarial relationship with the customer. Him versus us.

We sell it to them at the highest price possible and make the
most money, they try to beat us down on price to get the product
to sell it for whatever they want, to try to make the most money.
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And I think what this has done is caused us to develop programs
that we develop partnerships with customers now. We didn't
have that before. That's one of the offshoots. We have a
program called Partnership '90 that I started last vear, early
last year when I took over. And one of it was to sit down with
the customer and say what do you like about us, what do we

do good, what do we do bad, how do you really perceive it, be
honest with us. Do you see us as a fair company, but a lot
lower than a Sony or an RCA? If you had to rate all the
companies you do business with, where would we fit? Why? What
would you like to see us change? And we go through the whole
meeting. How do we compare in service? And total customer
satisfaction? We have a whole bunch of them. How do we compare
in shipments? In credit, in billing, and all these list of
things in every category. Then you rate yourself honestly,

and you say these guys are not bashful, they'll tell you. If
you do a lousy job, they'll tell you that, or vou do a great
job, or you're just fair. So once you bench mark yourself
against competitors in that dealer, then while you're in that
meeting you say OK, here's the follow ups, here's what we're
gonna do. We owe you an answer on this. We understand this,
here's what we're gonna do. We'll come back to you on this
date. So you have the minutes written up and you assign people
tasks and you get back together and you try to solve the problem.
Then we have a second type of meeting, that's the first type.
The second type of meeting is called the dealer insight. I

want to do fifty percent of your business, what do I have to

do to do it? How much volume do you do totally? Who's your
main suppliers? What price points do you want to hit? What
price do you need? We spend two days with them just doing this.
And we usually come back with a plan, and we come back usually
and say well we can't do everything you want, but here's what
we can do. And hopefully the answer is you get more of their
business. So those are two programs that have really come out
of this that we do it totally different than we used to. It
came out of total customer satisfaction.

FC: What about short term goals?

JN: We have in every employees MBO's, major business objectives
for the year, there's four or five quality goals that he must
meet this year. It's part of his pay. His raise depends on

it. Or his bonus depends on it if he's on the bonus program.
It's just part of it. So quality is part of it as well as his
business results. If a guy meets his business results and misses
his quality goals, he's not gonna get the full benefit. He's
gonna be penalized. The same way if he makes his quality
objectives and he misses his business goals he's gonna be
penalized. So it's part of the total package. Total customer
satisfaction is playing a bigger and bigger part of compensation.
Not only short term for this year, but positioning yourself

for the future. If a guy has done a pretty good job this year,
but he has left himself in a terrible position for next year,
poor quality or poor organiztional or whatever, he's penalized.
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Or if he's done a fair job this year and not met all of his
goals, but he's done a great job of positioning himself for

a tremendous year next year, he'll receive benefits for that.
So we look at short term and long term. Longer term being from
the following year, of course we do strategic planning which

is totally different. We would normally have our people who
are always working on this year and next year. Looking at that.
My job in this, then look at the strategic plan for five years.
With my record people are looking at two years. Three at the
most.

HH: How do you measure quality?

JN: There's a lot of ways. Every one of our gquality, there's
a lot of quality indicators. I mean, maybe... these are not
just some of them. These are specific ones that we look at
every month. You'll see, these are monthly measurements. We
even measure advertising. You can go through the list, these
are crashers. These are programs that are not planned. These
are projects that were not planned, and these are people that
brought them as emergencies, we have to do this. You're not
supposed to do that. You're supposed to plan, so he shows
crashers. Some months it was real bad. He calls them crashers.
They measure, we measure just about everything. How good do

we do on forecasting? That's important, if you forecast too
low or too high it screws up your sales results. You'll see
even the professional service division, how are we doing on
inventory? Xeeping it under control? Not here. There's a
level, they're probably supposed to be about I'd say three to
four weeks is probably what his goal is. What's it say down
here, four weeks? His goal is four weeks. So you can see that
he's making it. And every department has their own. We go
through lots of them. You look at marketing. Marketing would
be broken down by product, audio, visual, and television. This
is the quality index and it's got all the factories that audio
comes from. Audio comes from all over the world, we've got
factories all over the place. When you look back in video,
it's the same thing. Quality index for VCR's, running almost
100%. 99.8%, that's how good the quality is on video, pretty
good. ‘

HH: Is that on defects?

JN: That's on defects. And that's after they're shipped from
Singapore and Malasia. Alot of these are probably shipping,
things that happened during shipment, only two tenths. That's
very, very low. But you'll go through, and the call rate.
What's this? ©Oh, this is camcorders, so you can see when you
have a problem or rework, you'll have a bad month. Well, 99.7
is pretty good, pretty close. ©Our goal, they have to run 99%.
At least. If they get below that we have a problem. So that's
how we're measured on the product. Now there's a lot of other
measurements that we don't show in this book that are shown
other places that show our inventory levels. Are we maintaining
control? Customer service. How are we at filling customer's
orders? How are we at responding to questions they ask, things



like that. So there's lots and lots of measurements. But
everything we do is measured. We don't have any quality goals
that can't be measured. You can have some, but you better not
have very many. If vou have ten, vou better have eight that
are measureable.

FC: And a book like this goes out each month?

JN: Yea, we get this every month. This is published by Randy
Mitchell's group. They correlate all the data. It's all sent
in by the quifs, and the reporting groups, and it's all put
into a book like this monthly.

HH: Compared to all the other departments in Philips, how easily
do vou think marketing grasped the whole quality process? Were
they one of the ones who took it easiest, or did they have a
hard time?

JN: Well, I don't think they have a hard time. I mean, the
marketing people are pretty bright. They probably, some of
them were probably more skeptical, but not more so than any
other department I don't think. I mean, there's a lot of
skeptics, and you say well, we're gonna do this, and you give
them a little wink, you know. They say well he's not too
serious. You can't do that. You have to be serious about it.
It has to start with me. And that's the way we do it. So once
people see that you mean it, they're pretty good. But I don't
think they're any worse than anyone else. I think there were

a lot of skeptics in the first year to year and a half, just
like a lot of other people. Now they're all in the full swing
of it. So meetings are going well. Processes are working,
problems are being solved. That's what I've been doing in here
the last two days, solving problems.

FC: What kind of value does the marketing department create?
JN: Well, I think I look at it a little bit differently. I
wouldn't answer it directly like that. I would say this company
is a marketing driven company, 100%. It's not a sales driven
company. It's not an engineering driven company. It's a
marketing driven company which means that we lead the company.
And we realize that. So we give the value to the rest of the
company's leaders. That's our value, and if we don't do it
well, then we drag the whole company down. If we do it well,
we give a lot of value. If we don't we give little value.

I'd like to think we're giving a lot of value. I hope.

FC: And finally, where is the marketing department headed in
the future? Where should it be?

JN: Well, I think it's headed toward a new type of thinking
from the old type of thinking in this business. I think that
those of us that have been around this business for a lcong time
were pretty traditional thinkers. Very conservative, we
understood the business well. We knew what we could do and
what we didn't. And we didn't try new things. And I think
what's happened with the quality process, it's caused us to

be totally radical thinkers. We don't reject any new ideas
now. And it's probably caused us to become more risk takers.
Risk taking is good to a point. And I think that's what I'm
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seeing come out of this with the new things we're trying. We're
not afraid to try different things now. We assess the risk,

and we calculate it, and we say it's worth the risk. If we

fail, we fail. But we better learn something from it. So that's
where we're going in the future. I think we're changing the

way we think and approach the business, and approach it with

fresh ideas now.
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