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Evolution of Quality Management

Over the decades definition and application of Quality management has evolved from just identifying and reducing defects/ delays to Process Control to Customer Satisfaction. It served the needs of the business of that time well. But each had its limitations, as the customers became more demanding and competition more intense. Table 1 below briefly summarizes the focus of the Quality management pertaining to that era and its limitations.

	Era
	Focus
	Limitations

	Before 80’s

(Deming, Juran, Crosby era)
	Conformance to Quality - Process Control, Reduce Scrap, Statistical Quality Control.
	Product with Zero Defects may not necessarily make customers happy? 


	Late 1980s 

	Customer satisfaction 

Get close to customer, Understand their needs, Be customer driven e.g. Xerox 

	Did not answer why we win/ loose customers?

Often-non customers not included in the study.

Failed to measure performance relative to competition.


(Table 1)

AT & T Story

To demonstrate the above AT & T case study is quite useful. 

A T & T, one of the worlds’ largest and most successful companies had pioneered the customer satisfaction measurement system using surveys. Senior management’s recognition and reward was linked to customer satisfaction scores and high targets were to set to maximize the scores. 

AT & T used to consistently receive hi Customer Satisfaction scores of 90 % plus in excellent plus good category. Yet, to their surprise its market share started declining and was taken by other telecom players in market. 

Customer satisfaction survey reports did not explain the declining market share even with hi scores. Survey results analysis also failed to establish a correlation between satisfaction scores and market share. Thus the information provided was useless in terms of understanding AT & T’s competitive position.
Startling Discoveries

2 years of research by Ray Kordupleski & West Vogel of AT & T found that Quality was a relative thing What ultimately matters is not the percentage of satisfied customers but the extent to which customers are more satisfied with our product / Services than by the competition.  and this is what is called Market Perceived Quality  This discovery led to the initial development of Customer Value Management.

“Birth” & Development of CVM
In 1987 30 world renowned Quality experts assembled in US  to discuss Business Excellence Award (Malcolm Baldrige National Quality Award criteria of US). Mr. Curt Reimann, key architect of MBNQA  wanted Quality to be defined & measured from customer perspective and recognized that repeat buy was linked to the value perceived to have been received by the customer. Contrary to many Quality experts, Mr Bradley Gale and Mr. Sidney Schoeffler believed customer’s perception of value received could be measured. This led to birth of a state of the art methodology called Customer Value Management. This provided a new dimension to understanding of the concept of Quality i.e. quality means little in business unless customers perceive “ your “ quality as superior to competition. 

What is Customer Value Management (CVM)?

Unanswered Questions? 
Customer satisfaction surveys used by most companies in the world do not answer the following questions: 

· What are the key buying factors that customers value when they choose among our business and our toughest competition?
· How do customers rate our performance vs. competition on each of the buying factors?

· What is the percentage importance of each of these components of customer value?

CVM is a state of the art forward-looking technique, which provides answers to above questions. 
Using Ray Kordupleski & West Vogels’ findings,  Bob Allen, then Chairman of AT & T started using Customer Value Management as one of the key strategies to gain market leadership strategy. CVM is now used by worlds leading companies like Chrysler, General Electric, Westinghouse not only to measure market perceived value but also to use it to predict market share and as a strategy to drive business.

Conclusion - Making Quality a Strategic Weapon

Many of the worlds leading companies like Honda, Milliken & Company, Michelin Tyre company, Parke Davis, Gillette, Hewlett Packard, Westinghouse etc. have successfully used Customer Value Management to delight customers, Benchmark against their competitors, identifying the right things, gain competitive edge etc.

To create most value for customers and gain/ retain Market Leadership, it is important to know how our products/ services compare with competition and use changes in market place as a strategy to drive business. Customer Value Management is a powerful tool to achieve Market perceived quality and value relative to competition. 

Quoting Bradley Gale “ Quality means little in business unless Customers perceive your quality as superior to your competition’s. Knowing how to achieve “ this “ kind of quality is all that matters.”

Above article has been developed based on the teaching of Mr. Bradley Gale published in Managing Customer Value and Customer Value Management methodology developed by Westinghouse Productivity and Quality Centre, US.
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