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ABSTRACT

The primary aim of this thesis is to analyse the key drivers of Organisational Excellence in the
Public Sector and integrate them in a comprehensive, reliable and valid performance measurement
system.

Within the movements for Public Sector reform and modernisation, Total Quality Management
(TQM) has increasingly been regarded as a way to improve efficiency and effectiveness in the use
of the resources available, deliver better public services, and bring Public Administration closer to
its customers and citizens. However, too often the initiatives carried out are not integrated, nor they
are part of a systematic and coherent strategy to guide public organisations towards Organisational
Excellence (OE).

The literature suggests that adopting TQM can lead to superior performance, in spite of the
difficulties of statistically demonstrating such link. There is also a prevalent view that TQM
principles and core concepts are universally valid, but need to be adapted to each context in
particular. In this sense, they are applicable to the Public Sector, although the existence of multiple
stakeholders, the need to balance individual customer needs with wider collective purposes and the
strong bureaucratic inheritance make their implementation particularly challenging.

The éxploratory survey conducted in the Portuguese municipalities — which constitute the focus of
our study — revealed that TQM is raising considerable interest and diagnosed the main barriers and
motivations for TQM implementation. Moreover, it gave support to the Critical Success Factors
(CSPFs) identified in the literature. ’

Several organisational excellence models were reviewed. It is argued that Kanji’s Business
Excellence Model (KBEM) adequately covers the CSFs identified and, additionally, provides a
sound methodology — based on the Structural Equation Modelling (SEM) approach and the Partial
Least Squares (PLS) technique — to estimate the relationships between them and determine their
impact on an aggregated measure of OE.

To measure OE from the internal stakeholders’ perspective, a few adjustments were made on
KBEM and new scales developed to assess the Local Government’s performance in each CSF. The
model was empirically tested and validated using data collected from 85 Portuguese municipalities
and the internal OE index calculated.

Given the critical role of Leadership (the prime of KBEM), this construct was analysed in detail.
The key leadership requirements in an organisation committed to TQM and OE were identified. A
model was then developed and used to measure, according to leaders’ and staff members’ views,
Leadership Excellence in the Portuguese municipalities.

With the purpose of evaluating OE from the external stakeholders’ perspective, a Business
Scorecard (KBS) was created. Feedback from citizens — the key external stakeholders of a
municipality — was collected in each” dimension of the scorecard. Using similar procedures, the
model was validated and the scores for each latent variable computed. The OE index thus
calculated drew attention to possible gaps between internal and external perceptions and called
attention to the need of measuring OE from different angles.

The system of performance measurement proposed is grounded in the CSFs identified and assesses
performance from a multiple perspective by integrating feedback from the various stakeholders of
an organisation. Therefore, it provides a more realistic assessment of performance and is expected
to support the Local Government in its quest for Organisational Excellence.
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CHAPTER 1. INTRODUCTION

As the title suggests, this research analyses the main drivers of Organisational Excellence
in the Local Government. The foliowing chapters will critically review relevant literature
on the subject, explain the methodology adopted to build, test and validate the frameworks
used to measure Organisational Excellence, and report the main results of their application

to the Portuguese municipalities.

In the Introduction, to put this research into context, the characteristics and emergent issues
that dominate the study of the Public Sector, in general, and of the Local Government, in
particular, are briefly discussed. With the aim of getting an overall understanding of the
Portugﬁese case, on which our study is focused, the system of Local Government in
Portugal is described and identified the key challenges it currently faces. Next, the research
purpose and relevance are explained and the questions it intends to address specified. To

conclude, the outline of the thesis is presented.

1.1. THE PUBLIC SECTOR CONTEXT: CHARACTERISTICS AND EVOLUTION

Establishing what constitutes the Public Sector is not always easy. Farnham and Horton
(1999) identify as private organisations those “created by individuals or groups for market
purposes”, while public organisations are “created for primarily political and welfare
purposes”. Nevertheless, as the same authors acknowledge, behind this pseudo simple

distinction, grey areas exist in most countries.

Extensive literature discusses the potential distinctiveness of the Public Sector. Among the
particularities usually identified are those of the diversity of their goals (Farhham and
Horton, 1999), (political) nature of organisational constraints, apd existence of multiple

stakeholders with conflicting demands (Rouse, 1997).
Lawton and Rose (1991) provide a good summary of the features usually regarded as
unique of public sector organisations:

e They usually do not operate in a competitive market environment;

e Their objectives are generally ill-defined and vague;
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e They are subject to greater and more open accountability;
e Their functions are limited by statute;
e They are essentially funded from taxation;

e They sometimes provide services that would not be provided otherwise.

It is often argued that recent transformations, especially those concerned with the
introduction of business-like management practices, have increasingly blurred the
boundaries between public and private organisations (Farnham and Horton, 1999),
although most researchers recognise the importance of taking into consideration
distinguishing public sector values (Guyomarch, 1999; Kellough, 1998; Rouse, 1999;‘
Sanderson, 1994).

From the 1970s, and specially since the 1980s, management reforms have been seen as
offering inechanismé for overcoming the deficiencies of the traditional bureaucratic model
of Public Administration, characterised by “the presence of a system of rational rules and
procedures, structured hierarchies, formalised decision-making processes and advancement
based. on administrative expertise” (Parker and Bradley, 2000), and increasingly regarded
as inefficient, inward-looking, fragmented and increasingly incapable of satisfying service
user needs and demands in a progressively more uncertain and turbulent context

(Kirkpatrick and Lucio, 1995b; Lawton and Rose, 1991).

Reasons for the failure of the ‘old’ Public Administration paradigm seem to be essentially
associated with its lack of flexibility and responsiveness, given the strong statutory and
legal constraints (Parker and Bradley, 2000), the administrative complexity, the emphasis
on routine and predictability (Ingstrup and Crookall, 1998), and the reduced autonomy of

public sector managers to make decisions and be accountable for them.

General pressures for change mainly include: growing resource constraints, changing

expectations, and demands for greater accountability.

The movements associated with the reforms are diverse — ‘reinventing government’
(Osborne and Gaebler, 1992)"new public administration’ (Frederickson, 1996), ‘new
managerialism’ (Rouse, 1999), ‘new public management’ (Sanderson, 1994) — and not
always consistently defined in the literature (Farnham and Horton, 1999). Their roots are
also various (Araiijo, 1999; Hood, 1995; Hughes, 1998): economic rationalism, public

choice theory, new institutionalism, principal-agent theory, etc.
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As it would be expected, public sector reforms have been pursued differently in various
countries, according to national contexts and respective institutional shaping (Guyomarch,
1999). In many countries, with a particular emphasis to the UK and USA, the adoption of
market mechanisms to enhance competition and public choice was seen as the main
dimension of public sector change. At some extent, bureaucratic rationality was replaced
by market rationality (Boland and Silberg, 1996; Reed, 1995). In other countries, the

arrival of new public management elements occurred later and on a smaller scale.

Thus, some ideological and practical differences between the approaches followed are

visible and mainly reflect:

e different emphasis placed on the individual customer versus the citizen as a member of
a éommunity and on political versus managerial accountability;

e distinct conceptions of the Government role and of the importance of social equity
concerns; and

e divergences about the potential superiority of private sector management techniques.

Yet, reforms in rather diverse countries such as the UK, the USA, Australia, France,
Germany, Sweden, Spain and Portugal share some'key features (Aradjo, 1999; Farnham
and Horton, 1999; Frederickson, 1996; Hoque and Moll, 2001; Hood, 1995; Hughes, 1998;
Ingraham, 1995, Ingstrup and Crookall, 1998; Kellough, 1998; Parker and Bradley, 2060;
Sanderson, 1994): '

stress on greater discipline and parsimony in resource use;

e customer orientation;

e new forms of service delivery (decentralisation, contracting-out, public-private
partnerships); ‘

e fragmentation of Public Administration into networks of small-units;

e some degree of separation between policy formulation and implementation;

e performance orientation; |

e managerial discretion and increased accountability for results;

e improved responsiveness through decentralisation of authority and empowerment of

managers, public servants, customers and citizens; /

e new technology adoption.



Initiatives consistently intend to achieve greater flexibility, to increase responsiveness, and

to make public organisations more effective and efficient.

However, the consequences of the reforms taking place in the public sector are
controversial. Some researchers have found improved performance and accountability to
be associated with performance management and review (Parker and Bradley, 2000;
Korac-Kakabadse and Korac-Kakabadse, 1998). Conversely, other researchers have
highlighted the lost of accountability resultant from contracting (Kellough, 1998; Smyth,
1997), the democratic deficit of appointed management boards, and the decline in job
satisfaction and increase in occupational stress among managers and public sector servants
derived from some managerial practices. Several studies also suggest that performance is
not necessarily improved by increased competition and indicate that there are significant
costs in applying private ‘sector management techniques in public organisations.
Moreover, fragmentation raises co-ordination problems (Aratjo, 1999). It is also argued
that the politics/administration dichotomy, underlying the assumption of separation
between policy formulation and policy implementation, is conceptually and intellectually

naive (Kellough, 1998).

When discussing the adoption of management techniques associated with the new
management paradigm, many have questioning the potential conflict with the attitudes,
values and culture of the Public Sector. Criticisms are particularly high in stages of the
reform when the emphasis is on cost cutting and efficiency in detriment of quality service
delivery (Rouse, 1999). In these occasions, equity may be compromised while efficiency is
increased, and fairness and accountability may be in danger when rules and regulations are

removed (Kellough, 1998).

Despite the ongoing debate and the ideological arguments at stake, one possible way of
addressing the contradiction is by looking at public sector organisations at two different
levels: strategic and operational. In this sense, Millar (1998) analyses the private versus
public sector opposition from a macro- and a micro-level. At the macro-level, in terms of
the overall purposes, statutory obligations and political nature, differences are substantial;
but at the micro-level, in terms of operational procedures, similarities make many practices
transferable from the private to the public setting (and vice versa). The same view is shared
by Nielsen and Hgst (2000), who argue that differences diminish considerably if we think

in terms of tasks rather than overall purposes. Recognising the existence of these two



distinct levels is also consistent with the tendency in many public organisations to separate

the policy development role from the service delivery role, the later being subject to

market or quasi-market mechanisms.

Table 1.1 provides a summary of some of the Public Sector transformations (Aragjo, 2001;

Gongalves and Monteiro, 1999; Ingraham et al., 2000):

Traditional Public Service System

New Public Service System

Services directly provided by a single
aggregated unit

Break-up of traditional structures into quasi-
autonomous units

Emphasis on rules and inputs

Emphasis on results, outputs and outcomes

Fairness as uniformity

Allows differentiation; citizens’ needs are
distinct and call for some customisation

Control through the hierarchy and conformity
with rules and regulations

Control through clear statement of goals and
performance measurement

Personnel as a cost

Human resources as an asset and an investment

Employees are empowered to make decisions
and innovate

Employees are passive and have no autonomy
to make decisions

Multiple channels (formal and informal);
communication vertical and lateral

Table 1.1 Shifts in the Public Sector

Communication is formal and vertical

Since the late 1980s, Quality also started to dominate political discourses, emerging as a
recurrent concern in every effort to transform, innovate and modernise the Public Sector.
Government programs, in different countries and from distincf ideological backgrounds,
consistently show that Quality Management is regarded as an important approach for

delivering better, more economic and more citizen-oriented public services.

A tendency observable in the Public Sector compatible with the Quality Management
philosophy is that of introducing Citizen Charters. As Rowley (1998) highlights, charters
essentially are contracts between the service provider and its customers and constitute
‘public statements of the standards citizens have the right to expect. They are a
manifestation of the shift of power from service providers to service users. By making
service standards explicit and visible, Citizens Charters make public organisations more
accountable (Lawton and Rose, 1991), while citizens see their rights of consultation,

information and redress explicitly recognised.
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Portugal was not immune to all these changes (Aratdjo, 2001). Tendencies of reform,
initiated in the 1970s (Lampreia, 1997), but suffering from a lack of consistency and co-
ordination that resulted in only punctual changes, were accentuated in the 1990s. Financial
pressures, associated with the need to comply with EU and single currency membership
criteria, contributed to many changes. But other political aims, such as encouraging citizen

participation and strengthening democracy, also played an important role.

As expected, the bureaucratic model dominated (and, at some extent, still does) the
Portuguese Public Administration (Aratijo, 2002). To overcome its deficiencies and to
promote better service provision and more accountability, several initiatives were carried
out, some of them with a clear inspiration in the New Public Management movement

(Bravo and Vasconcellos e S4, 2000; Aratjo, 2001).
Three main goals guided the reforms (Aratijo, 2002):

e to provide better public services;
e to increase the level of education and training of public servants; and

e to improve the use of the available resources, raising efficiency and efficacy.

With the aim of supporting the shift from a self-centred Public Administration,
authoritarian and focused on administrative and legal procedures, to a Public
Administration concerned with and closer to the citizens it serves (Lampreia, 1997), the
Secretariat for Public Administrative Modernisation was created in 1986 and placed under
the direct dependence of the Prime Minister. As a sign of the more embracing character of
the transformations, Quality replaced the outdated concept of disbureaucratisation as the

top priority (Aratdjo, 2002).

Successive Portuguese governments stressed their commitment to invest on Quality by
setting up programs to train and educate public servants, renovate public institutions and
change the mentalities (Gongalves and Monteiro, 1999). To further reinforce the message,
Portugal, as many other countries around Europe, introduced in the 1990s Quality Awards
for Public Services, according to the structure of the model proposed by the European

Foundation for Quality Management (EFQM).

The Quality Programme initiated in 1993 sets three main targets: transparency,

simplification and participation (Aragjo, 2001).



An essential element of the Programme is the Quality Charter, approved by the Council of
Ministers in 1993. It explicitly mentions that citizens are the main judges of public service
quality and acknowledges the importance of delivering “value for money”. Public agencies
énd Local Government organisations are equally encouraged to implement their own

quality charters (Aratdjo, 2002).

At the same time, an Ethical Public Service Charter was created, establishing the
obligations and responsibilities of public servants regarding quality, competency, courtesy,

information and dedication (Aratdjo, 2002).

Administrative modernisation initiatives, like the ones that were recently introduced in
Portugal (see Law-Decree no. 135/99), fit well into the principles of Total Quality
Management, by stressing (Gaster, 1996):

¢ local empowerment and control;

-~ o simplicity and single access;

» sensitivity and responsiveness to local differences;

e multi-agency coordination of services, local partnerships and networks;

e devolved policy and decision making.

Overall, the Portuguese project of administrative modernisation simultaneously requires
and promotes a change from a “defensive administration” to a “participative

administration” (Lampreia,-1997).

In this regard, improving the accessibility of public services is a major concern. As Bravo
and Vasconcellos e S4 (2000) highlight, until the moment, the more visible effects of the
modernisation efforts are on the use of new technologies and on changing the way citizens
interact with Public Administration. A modern and user-friendly database — INFOCID -
was set up to improve citizens’ access to relevant information on administrative
procedures, formalities, and their rights and obligations as Public Administration clients.
As a result of IT introduction, red tape was reduced and administrative transparency

increased (Aradjo, 2002).

Another good and very popular innovation example is that of the Citizen’s One-Stop Shop
a* Quality Conference for Public Administrations in the EU, 2000), which brings
formerly decentralised services together in a joint location from which all activities are

coordinated, thus improving citizens’ accessibility and convenience (Araijo, 2001). A
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similar concept is behind the creation of Business Formalities Centres which made it easier
and much quicker the process of establishing a new enterprise (1* Quality Conference for

'Public Administrations in the EU, 2000).

Studies on the impact of the changes implemented are so far rare. Nonetheless, an early
report from the Commission for Quality and Rationalisation in Public Administration
(Aratijo, 2002) shows that citizens regard as positive the evolution in courtesy, competency
and initiative. There is, how‘ever, a common belief that more fundamental transformations,
which necessarily require the commitment of both political leaders and public managers, as
well as >the introduction of reinforcement mecﬁanisms, have to be carried out to increase

the pace and effectiveness of the reforms.

All in all, changes in Public Administration created an atmosphere favourable to public
services assessment and made performance measurement a priority. A clear indication of
this is the publication, during the Portuguese Presidency of the EU in 2000, of the
Common Assessment Framework (CAF), which intends to constitute a simple and easy-to-
use support for conducting self-assessment of public sector organisations across Europe
(CAF, 2000). In line with our research, the framework clearly stresses the importance of
understanding and using quality management techniques, thus conveying the message that
the success and future of Public Administration is inevitably linked to the adoption of Total

Quality Management (TQM) principles and concepts.

1.2. LOCAL GOVERNMENT: CHARACTERISTICS, CHALLENGES AND
STRATEGIES

Given the size, diversity and complexity of Government, most countries find it necessary
to decentralise their Public Administration, arranging services to be provided and decisions

to be made locally (Byrne, 2000).

According to Byrne (2000, p.2), "local government is self-government involving the
administration of public affairs in each locality by a body of elected representatives of the

local community known as the local authority (or council)".



Both economic and political reasons justify Local Government existence. Economically, it

provi&es a wide range of services — in spite of many differences in this regard among EU

members (Norton, 1991) — and is a major source of employment, both directly and

indirectly, mobilising vast resources. Politically, it reflects the concerns and views of local

communities and represents a major opportunity for citizens' participation in the political

system (Donelly, 1999; Sanderson, 1992; Stoker, 1991). Moreover, it has an important role
as a “builder of community pride” (Donelly, 1999).

Thus, the political function of Local Government cannot be discarded. It is at the local
level that the relationship between elector and elected is closer, which helps to create an
awareness among local voters of their ability to influence decisions. For that reason, Local

Government is more accessible and therefore more accountable (Byrne, 2000).

Accountability, which in the private sector is secured almost exclusively through customer
choice in the market place (Sanderson, 1992), in local authorities embraces the following

elements (Skelcher, 1992b):

e the electoral process;

e the accessibility of elected politicians;

o the wide stakeholder base, with a large number of interest groups organised around
particular issues and ready to lobby and influence decisions;

o the high level of openness in the decision-making process (including public legal right

of access to some files and meetings and an active local media).

The existence of a multiplicity of stakeholders with different views, including individuals
acting in different situations as consumers, voters, and taxpayers, adds complexity to the
definition of the purpose of Local Government activities (Sanderson, 1992). Local
authorities have to consider simultaneously the needs and expectations of individuals and

communities and try to find an adequate balance between them when conflict arises.

Because its members have local knowledge and sensitivity, Local Government is seen as
an efficient and effective method of administering certain services (Byrne, 2000). In terms
of service delivery, it is possible to state that most local authorities in Europe operate in
several areas as enabling authorities, working together with a plurality of organisations in
the actual provision of services, while retaining some degree of responsibility and control

over them.



W Ve 4 ATVHF WV EYVEY

In spite of the existence of large differences in the way Local Government operates among
EU countries, it is possible to identify a number of characteristics that are common in most
situations and that distinguish Local Government from other forms of Public

Administration (Byrne, 2000):

e it is elected (most local authorities consist of representatives chosen by the members of
the community);

e jt-is multi-purpose (every local authority has many jobs to do and a variety of services
to provide);

e its responsibilities are confined to a particular geographical area.

The degree of decentralisation-and autonomy enjoyed by Local Government is not the

same all over Europe.

In Portugal, like in most Western Continental Europe (Stewart, 1995), there has been a
trend to decentralise power from State Government to Local Government (Ruivo, 2000). In
this sense, besides signing the European Chart of Local Autonomy in 1990 (Resolution n.
28/90), Portugal has recently introduced new legislation (see next section), which broadens
Local Government competencies and increases the proportion of financial resources under -

its control.

Norton (1991) proposes a distinction between the systéms of North America and the UK
and those of non-English speaking countries of Western Europe. In our opinion, the system
of Local Government in Portugal, characterised next, is closer to the latest group in that it

exhibits the following characteristics:

- o the position of Local Government institutions as organs of the State, as well as their
roles and functions are guaranteed in the national Constitution;

e interdependency and mutual awareness between the levels of Central and Local
Government;

e -Jocal authorities have a power of general competence, i.e. they are wide-purpose
institutions with the right to take any action on behalf of their local community that is

~ not specifically barred to them (Stewart, 1995, p. 251).

10
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1.2.1. The System of Local Government in Portugal

The origins of the Portuguese Local Government date back to the Middle Age. The
development of local institutions in primitive communities played an important role in the
consolidation of Portugal as an independent State during the twelfth and thirteenth

centuries.

Like in many other European countries, the Portuguese Local Government originates from
institutions of self-government existent in towns and cities. However, while the expansion
of Local Government in most European countries is associated with the development of the
Welfare State in the post-war period, when many new responsibilities assumed by the State
were placed in the hands of Local Government, in Portugal, that tendency was much

attenuated.

In our view, two main reasons explain the difference: first, Portugal was not directly
involved in none of the World Wars and, second, was under a fascist regime during five
decades. During that period, the centralisation tendency was very strong and the role of
Local Government was diminished, with scarce resources and limited chances to exercise

its competencies (Ruivo, 2000).

It was only in 1974 that the democratic system was established. The development of an
effective system of Local Government was regarded as an -important factor for the

consolidation of the new democracy in Portugal.

The democratisation process then initiated gave priority to the decentralisation and
strengthening of Local Government. With this purpose, the Portuguese Republic

Constitution enunciates four main principles (Pereira, 1991):

e Autonomy of local units of administration;

e Existence of Local Government as a part of the democratic organisation of the
State;

e Financial and property autonomy;

e Local Government self-regulatory capacity.

11



The Portuguese Local Government currently comprises 308 municipalities and 4241
parishes (Table 1.2), which are the loWest-level units of the system. According to the
Constitution (article 236), administrative regions are also part of the Local Government.
Nonetheless, they were not yet vimplementéd and, in 1998, their creation in concrete was
rejected in referendum. Finally, the Local Government equally includes metropolitan areas

and associations of parishes and municipalities.

Municipalities Parishes Area Population Density
(Km®) (10°) (Pop./Km”)
Portugal 308 4241 91906 9955.4 108.1
Mainland 278 4037 88797 9452.6 106.2
Azores 19 150 2330 243.6 104.1
Madeira 11 54 79 259 331.3

Source: National Institute of Statistics (1998)

Table 1.2. General statistics about the Portuguese Local Government

In the abse_nce of administrative regions, municipalities are the most important component
of Local Government and, therefore, the focus of our research. Parishes are institutionally
. represented in the organic structure of the respective municipality (in the assembly) apd
strongly depend upon it, even if this dependence was somehow diminished by the recent
Competencies Law (Law n.169/99), which encourages municipalities to delegate to the

parishes responsibilities in areas like street cleaning, gardening and maintenance of public

property.

Municipalities are highly dissimilar (Bravo and Vasconcellos e S4, 2000). Some are very
small in area and have a high demographic density, whereas others, especially in rural
regions, occupy a large area with few inhabitants. Overall, a third of the municipalities
have less than 10,000 inhabitants and about a half between 10,000 and 50,000 inhabitants.
Also, wealth is geographically cdncentrated. 51% of the municipalities belong to two
regions — North and Metropolitan Area of Lisbon —, which cover over 70% of the
Portuguese population and represent a similar proportion of income. 80% of the
municipalities own revenues are collected in Lisbon, Porto, Faro, Setibal and Braga, while
just five municipalities — four in the Metropolitan area of Lisbon and one in the

Metropolitan are of Porto — represent almost a quarter of the Local Government expenses.

12



Within each municipality, there is a clear separation between two boards — the municipal
council/chamber, which is the executive body, and the municipal assembly, which has
deliberative functions, including the .approval of the annual plan of activities, budget,
annual financial report and major municipal policies. The assembly is also responsible for
monitoring the activity of the municipality executive board. In addition, municipal
consultative councils may be created in each municipality. The two bodies — executive and
deliberative — are elected separately by universal suffrage according to a system of

proportional representation, in elections held every four years.

As stated before, the Portuguese Local Government has financial and budgetary autonomy.
Yet, it remains somehow dependent from the Central Government from whom it gets most

of its resources.

The 1979 Local Financgs Law was an important contribution to the aim of decentralising
and giving autonomy to Local Government (Ruivo, 2000). It provided Local Government
institutions with the ability to establish sources of revenue that could revert to them and
defined, for the first time, the percentage of State taxes revenues municipalities and
parishes were entitled to. The law was then reviewed in 1987 and, more recently, in 1998,

to clarify some rules and to provide the Local Government with additional resources.

According to the Law 42/98, municipalities receive 30.5% of the average product of the
public revenues coming from income taxes and the VAT: 24% go to the General Municipal
Fund (FGM) and 6.5% are affected to a Municipal Cohesion Fund (FCM). Parishes also

have, for the first time, their own fund, receiving 2.5% of the same national taxes'.

In short, the General Municipal Fund is distributed among the municipalities according to a
set of criteria (such as population, area, number of parishes and amount of single income
tax collected), whereas the Municipal Cohesion Fund aims to correct regional
asymmetries, and thus is allocated in a way that benefits the municipalities with the lowest

development indices.

' In 2001, the Law was revised and a new fund created. Currently, the distribution is as follows: General
Municipal Fund 20.5%, Cohesion Municipal Fund 5.5%, Municipal Basic Fund 4.5% and Parishes Fund
2.5% (Law n. 94/2001).

13



i et e SRR AR e

The new rules represent an important increase in the municipalities’ financial resources and
ensure that the amount of the transfers from Central Government will rise at a rate equal or

superior to the annual inflation.

Grants and transfers represent by far the most important share of the Local Government
revenues. Municipal taxes, fees required to obtain certain licences (such as for
urbanisation, building works, occupation of public areas, etc) and payments for the
services provided (water distribution and treatment, waste collection and disposal, public
transportation, etc) are on the increase, but are, in general, still insufficient to cover most of
the municipalities’ expenses, around 40% of which correspond to investments in
infrastructures (such as roads, sewage, and buildings), followed by costs with personnel
(Bravo and Vasconcellos e S4, 2000; Ruivo, 2000).

Financial issues cannot be dissociated from the responsibilities assigned to the Local

Government.

Legislation published in 1999 clearly increases the competencies and responsibilities of
municipalities, especially in fields such as education, health and social assistance, which

were until then almost completely outside municipal jurisdiction.

In fact, according to the Law n. 169/99, municipalities have a range of competencies wider
than before in areas like housing, culture, environment and police. For example, in the
education and cultural fields, they are supposed to participate in educational projects,
organise school transportation, give financial support to institutions that promote sport and
culture, incentive tourism, and protect the histofical heritage. The transference of these
competencies was not yet a reality in mémy instances (Bravo and Vasconcellos e S4, 2000),

but is already visible in areas such as pre-school education.

Portuguese municipalities generally provide services directly by employing their own staff
and resources, although, in specific areas, they act as contracting-out or enabling

authorities as well.

In any case, it must be said that the relative weight of Local Government in the
Administrative Public Sector is still low if compared to the majority of the EU countries
. (Bravo and Vasconcellos e S4, 2000). According to recent numbers, local expenditures

correspond to less than 6% of the Gross Domestic Product, against a EU average of almost

14
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10%. However, as Bravo and Vasconcellos e S4 (2000) note, international comparisons are
always difficult to establish due to differences in the level of competencies, local taxes and

existence (or not) of administrative regions.

The Portuguese Local Administration employs 116,000 people, i.e. about 17% of the total
number of public servants (Aratjo, 2002). From those, 83,132 work for the municipalities,
with an average age of 42 years old (Correia, 1999). Moreover, the overall education level
is low, especially if compared with that of Central Government. Blue-collar categories are
dominant (Ruivo, 2000)§ just 6% of the employees has a degree and almost a half has
completed only four schooling years (Correia, 1999). The lack of administrative and
managerial training is widely acknowledged and specific programmes have been
introduced in order to meet these needs (Aradjo, 2002). The remuneration gap between

Central and Local Administration is also significant (Correia, 1999).

There are, therefore, important deficiencies and shortcomings in the internal organisation
and staffing of Local Government institutions, especially in view of the new

responsibilities and competencies assigned to them.

Without any doubt, the recent scenario raises new problems and expectations for the Local
Government. In order to find appropriate answers to them, Portuguese municipalities will
have, in our view, to invest on education and training, establish new partnerships and

embrace new forms of management.

1.2.2. Challenges and Strategies

Local Government currently faces many challenges, most of which related to the general

trends observed in the Public Sector (see section 1.1).

Issues of Local Government spending have dominated much of the political agenda.
" However, pressﬁres for change go much further. They are linked to the crisis that affects
traditional bureaucracies, commonly regarded as inflexible and remote from the public
(Stoker, 1991). Given their role in the political system, the detachment of conventional
Local Government structures from the citizens they represent is a major concern. Making
Local Government more open, responsive and effective is therefore a great test for the

modern democratic States.

15



When addressing the challenges, two main strategies emerge (Stoker, 1991): that of
essentially reforming the established systems of public service delivery (as it has been the
case in Sweden and Norway) and that of mainly introducing market mechanisms and a
business-like configuration (typically the case in Britain‘ and, at some extent, in the

Netherlands).

At some degree, the role of local authorities has, in any case, been shifted from the direct
provision of services to more enabling functions, through managing contracts and
partnerships with public, private and voluntary organisations (Kirkpatrick and Lucio,
1995b; Paddon, 1992). Favourable arguments stress that contracting clarifies
responsibilities and roles, leads to stronger financial and ‘managerial control and increases
market orientation, thus ultimately resulting in lower costs and greater innovation (Flynn,
1997). On the other hand, critics argue that “commercial criteria tend to force contracting
into secure a narrow form of efficiency, one dominated by cost savings to the detriment of
qﬁality service delivery” (Rouse, 1999, p. 85) and emphasise that contracts deteriorate

. public accountability, therefore generating a ‘democratic deficit’ (Rouse, 1999).

The move from direct service providers to enabling authorities — at the extreme what
Stewart (1993, quoted in Rouse 1999) calls “government by contract” — means that
emphasis must be placed on the new Local Government roles of supervision and

monitoring.

According to Skelcher (1992a), as enabling organisations, the new itasks of local authorities

essentially are:

e to specify the service required, based on political, professional and customer priorities
and financial capacities;

e to let the contract;

e to monitor the contractor's performance against precise specifications and other
contract conditions; |

e to take proper action when necessary to ensure contract compliance.

Paddon (1992) argues that, providing contracts are properly managed, enabling authorities
do not lose their strategic role. On the contrary, Local Government can act then more as

leader, planner and regulator with a wider freedom to intervene on issues of general
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interest to their communities. However, if this is to happen, the values of equity,

citizenship, community and democracy have somehow to be incorporated in the contract.

Furthermore, public services fragmentation presents another challenge — to co-ordinate a
large number of units and arrangements so that the overall governmental goals are

achieved.

With the enlargement of Local Government responsibilities, and as a means to expand
technical and financial capabilities, local authorities have been persuaded to seek new

forms of association.

In Portugal, the existing national association of municipalities (ANMP), with its head
office in Coimbra, was set up on May 1984 and is a demanding body that is formally

consulted in most gdvernmental decisions affecting the Local Government.

In addition, in the large urban centres, particularly in the areas of Lisbon and Porto, efforts
have been made to encourage the municipalities to create institutional arrangements for the
provision of supra-municipal services (urban transport, water silpply, sewage treatment,
environment protection, etc.). The Metropolitan areas of Lisbon and Porto were established
in 1991 and formally institutionalised in 1999. New metropolitan areas are expected to be

created in the near future.

Acknowledging that sometimes external partners are more responsive, offer cheaper
solutions to service provision, and have information and skills not available to the local
authority (Skelcher, 1992a), the Law n. 169/99 goes beyond the current agreements and
indicates several areas where partnerships between the municipality, citizens, private and
voiuntary organisations should be promoted, as well as the rules to put in place those

agreements.

In Portugal, the municipalities’ enabling role is not by any means comparable to that
observed, for example, in the UK, but it became apparent in areas such as public
transportation, water supply and refuse collection and disposal. As mentioned before, with
the reinforcement of this tendency, Portuguese municipalities need to learn how to
“manage by contact” without loosing their strategic role or jeopardising service quality.
This inevitably calls for new skills in market management, specification, competitive -

process, negotiation, regulation and monitoring (Smyth, 1997).

17
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Changes also demand increasing collaboration among municipalities. Regarded as essential
to facilitate learning, the co-operation among Local Government organisations, especially
within the EU, has been reinforced by such structures as the Council of Europe and the

International Union of Local Authorities (Stoker, 1991).

Following a general move towards Quality, the Portuguese government launched several
initiatives. Among them, the Resolution n. 11522/97 establishes an award to promote
service quality and distinguish the best municipal projects of modernisation. Another
stimulus is given by the recent legislation on Administrative Modernisation (Law-Decree

n. 135/99}, which improves simplicity, accessibility, and transparency.

Additionally, the Portuguese government, both at the central and local level, has assumed
the introduction of new technologies and information systems as a top priority. Indeed,
relevant research demonstrates that information technologies (ITs) have impact on service
quality and organisational performance, especially in the Local Government context
(Nielsen and Hglt, 2000). IT is sometimes regarded as an enabling tool for cost cutting
(Korac-Kakabadse and Korac-Kakabadse, 1998), but its effects potentially go well beyond.
IT facilitates information sharing and the replacement of hierarchical, largely paper-based
bureaucracies with more flexible structures based on inter-departmental co-ordination and
“networking” (Martin, 1997). Moreover, new technologies can also be used to enhance
local democracy and to more actively involve the local community, promoting greater
interaction between councils and the citizens they represent. Overall, “the role of IT has
evolved from that of an administrative support tool to that of a major catalyst for change”

(Korac-Kakabadse and Korac-Kakabadse, 1998, p. 98).

It can be argued that Local Government in Portugal remains essentially operating under the
‘old’ Public Administration paradigm. Careers and other crucial people management issues
are highly centralised and there is a lack of incentives to encourage and reward good
performance. Aradjo (2001) supports this position, arguing that the local authorities'
organisation, power and mission are enacted by legal statute and considering that public
services are in most cases provided through uniform structures. Accordingly, the focus is
on administrative control of inputs and activities are strictly organised to follow legal

requirements, leaving local government officials little freedom to manage.
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However, in view of recent transformations, some of which have just been described, we
believe that this panorama is starting to change, with municipalities being increasingly
aware of the necessity of introducing new management practices that will make them more

accountable and able to better accomplish their economical and political roles.

1.3. RESEARCH PURPOSE, OBJECTIVES AND RELEVANCE

Following the publication of Peters’ and Waterman’s book In Search of Excellence in 1982
and the introduction, in different countries and industries, of various Quality Award'
programmes — the most widely well-known being the Deming Prize, the Malcolm Baldrige
National Quality Award, and the European Quality Award —, Organisational Excellence
(OE) became a popular expression. Yet, the way it is understood raises important problems
-and needs to be further discussed. To find an appropriate definition of the éoncept is the

first step for being able to properly measure it.

There is, in any case, a consensus in the literature that Organisational Excellence is
somehow associated with the implementation of a set of TQM practices. Every business
excellence model is based on this assumption. However, the relationship between TQM
and Organisational Excellence needs to be analysed in some detail and the contribution of

different TQM dimensions to an aggregate measure of Excellence investigated.

This research aims to study the drivers of Organisational Excellence in the Public Sector.
Discussions around the applicability of TQM to public organisations and ad hoc examples
of its implementation proliferate in the literature. However,bvirtually no holistic Quality
Management models were developed within the public services context. Furthermore, the
number of empirical studies aimed at testing the implementation and relevance of quality
principles in public institutions is limited. In this regard, research specifically focused on
the Local Government is even more restricted and in the case of the Portuguese Local

Government non-existent.

Organisational Excellence inevitably calls for the simultaneous (and balanced) satisfaction
of the organisation's stakeholders. The existing business excellence models consistently
draw attention to this fact and, in special, to the need of collecting measures of customer

and employee satisfaction. However, they often exclude important stakeholders, such as
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the Govcrnment, financial institutions, or the local community (some of which are
particularly relevant to Local Government organisations). Moreover, current frameworks
only collect stakeholders’ feedback on a very limited number of issues (usually strictly
related to product and service characteristics), excluding their assessment of the
organisation as a whole. Therefore, external stakeholders' input is insufficiently used for

measuring organisational performance.

The main purpose of this research is to develop a new system to measure Organisational
Excellence in the Local Government that is, as much as possible, multidimensional,

comprehensive, integrated and reliable.

Such system must be based on the Critical Success Factors (CSFs), which, according to
Leidecker and Bruno, 1984, are the limited number of areas in which results, if
satisfactory, will ensure successful performance for the organisation. Therefore our first
research objective is to identify the CSFs for the development of public sector

organisational excellence.

Then, an appropriate model, incorporating the key performance drivers, has to be selected,

and possibly modified to fit the Local Government context.

Furthermore, the relevant stakeholders of a municipality must be identified and adequate

frameworks developed to gather their feedback on the various performance dimensions.

A central objective of this research is to empirically test and validate the proposed
frameworks. Once validated, they are used to measure Organisational Excellence in the

Portuguese municipalities.

The final expected outcome of our study is a performance measurement system that

integrates the assessments of internal and external stakeholders.
_In synthesis this research aims to address the following questions:

e Which are the CSFs for the development of Organisational Excellence in the Public
Sector?
e How do those CSFs relate to each other and what is their relative impact on

Organisational Excellence?
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o  Who are the main.stakeholders of the Local Government and how can their feedback
be incorporated in the measurement of Organisational Excellence?

e How can the perspectives of different stakeholders be integrated to form a performance
measurement system that supports and drives Organisational Excellence?

o  What is the performance profile of the Portuguese municipalities? Where do their

strengths and weaknesses lie? How can they improve?

The research is focused on the Portuguese Local Government where there is a lack of
empirical studies on-:Quality Management, in general, and no previous research was
conducted on analysing the contribution of the various TQM elements to OE. It is also the
first time that an aggregate measure of performance excellence is calculated, based on data

collected from different stakeholders, making this research relevant and original.

Municipalities will thus be provided with a system to regularly and systematically measure
performance on key areas, so that major problems and improvement opportunities can be

promptly identified, comparisons made and progress monitored.

By its diversity and complexity, the case of the Local Government in Portugal is thought to
provide useful insights into some problems associated with the measurement of

Organisational Excellence in other countries and parts of the Public Sector.

1.4. RESEARCH DESIGN AND METHODOLOGY

The term ‘research’ implies a systematic study of the phenomenon under consideration.
According to Burns (2000, p. 3), “research is a systematic investigation to find answers to

a problem”.

In many cases, such answers are not unique, complete, unproblematic or possible to
implement in the immediate. However, to undertake the various tasks required to carry out
the research and to ensure the credibility of the findings, it is necessary to establish an

appropriate plan.

Table 1.3 gives a brief outline of the research design chosen to address the questions

discussed in the previous section, and, ultimately, to achieve the research purpose.
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Research Design

1. Exploratory stage
a. Literature review on total quality management and performance management

b. Survey on TQM in the Portuguese Local Government

2. Model Building stage
a. [Evaluation of the existing Business Excellence Models
b. Selection of an adequate model as a basis for the development of the New System to
measure Organisational Excellence in the Local Government
c. Enrichment of the model with the CSFs identified and redefinition of some TQM

concepts in a way that fits the Public Sector setting

3. Model Testing and Validation stage
a. Development of adequate frameworks to gather the assessments from the various
Local Government stakeholders
b. Development of the measurement instruments (questionnaires) for assessing
Organisational Excellence in the Portuguese municipalities
c. Test the models using data collected from political leaders, managers, local

government officials and citizens

4. Model Application Stage
a. Estimation of the various parameters and calculation of the excellence scores for the
various critical success factors
b. Computation of the Organisational Excellence indexes

c. Evaluation of improvement strategies (according to a sensitivity analysis)

5. Present the New Performance Measurement System
a. Integration of internal and external stakeholders’ perspectives and measurements
b. Determination of the Final Performance Excellence Index

c. Final recommendations

Table 1.3. General outline of the research design

Reviewing the literature on TQM ahd performance measurement in the Public Sector, with
a special reference to the Local Government, is the obvious starting point to get an
overview of the main issues associated with the research problem, identify main
contributions and gaps of previous studies and analyse the limitations of existing

frameworks.
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An exploratory survey on TQM in the Portuguese municipalities is also conducted to
understand how quality management approaches are being implemented and to identify the

key determinants of success in a municipality.

The second stage is to develop/select the model to measure Organisational Excellence in
the Local Government. At this point, existent Business Excellence models and other
frameworks are critically reviewed, according to the modelling requirements and purposes
of this research. Appropriate models should have a sound theoretical foundation, be
comprehensive and holistic, while measurement needs, associated with our research

questions, imply the use of an analytical and mathematical model.

The model thus selected is then enriched through the inclusion of the CSFs identified and

its constructs redefined to better reflect the Public Sector context.

Since performance excellence is to be measured according to the views of different
stakeholders, suitable frameworks are developed and questionnaires designed to collect
feedback from political leaders, managers, local government officials and citizens. All the

frameworks are empirically tested and the quality of the measurement scales inspected.

In the model application stage, with the support of K&W software (see brief description in
Appendix E), data collected through the administration of the excellence questionnaires is
used to estimate the various parameters of the model and to determine the scores associated
with each critical success factor. The organisational excellence indexes are calculated and,

based on a sensitivity analysis, improvement strategies discussed.

Internal and external measurements, which are obtained separately, need afterwards to be
integrated to provide an aggregate and complete view of the municipalities’ performance.
By combining internal and external frameworks, the new performance measurement

system is presented and the final Performance Excellence Index calculated.

Looking at the strategy described above, it may be concluded that our research essentially
follows a deductive approach?, since a theory is developed prior to data collection.

However, at certain extent, inductive processes are also applied, given that data collected

2 As Hussey and Hussey (1997, p. 13) note, there are two main approaches to conducting research: induction
and deduction. “Deductive research is a study in which a conceptual and structural structure is developed and
then tested by empirical observation (...). Inductive research is a study in which theory is developed from the
observation of empirical reality (...)".
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in the exploratory survey plays an important role in reformulating the Organisational
Excellence model. As typically occurs in the deductive approach (Saunders, Lewis and
Thornill, 2000), there is an attempt to explain causal relationships between variables,
analysing which management practices affect Organisational Excellence and at what

extent.

This research adopts a systemic perspective (Jackson, 1991). Following Deming’s (1986)
definition, municipalities are regarded as “network(s) of interdependent components that
work together to try to accomplish the aim of the system”. Consequently, the models used
to represent them must be holistic, emphasising the interrelationships between different

elements and the need for alignment and consistency.

In this regard, ‘the structural equation modelling methodology, as explained later, is
appealing in that it permits to simultaneously analyse the pattern of interdependent

relationships.

1.5. OUTLINE OF THE THESIS

This first chapter presented the overall context within which our research problem is
placed. The main issues that currently dominate Public Sector and Local Government
management were summarised. The Portuguese system of Local Government, which
constitutes the focus of this research, was briefly described and some examples given on
how Public Administration in Portugal is addressing the key challenges raised by the crisis
of the old bureaucratic paradigm and the emergence of a new (and somehow vague) public

sector management philosophy.

The following chapters will analyse the main drivers of Organisational Excellence in the
Local Government and how they can be integrated in a new Performance Measurement

System. According to the research plan (see Table 1.3), the thesis is structured as follows:

e Chapter 2 introduces the key concepts of Organisational Excellence and Total Quality
Management. The (non)existence of a Total Quality Management (TQM) theory and its
positioning in relation to other main organisational paradigms is discussed. The TQM
role in supporting Organisational Excellence (OE) is analysed. According to

conceptual and measurement modelling requirements, the existing Business Excellence
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models are critically reviewed and an appropriate framework selected to constitute the
basis upon which the Excellence of the Portuguese municipalities will be analysed and

measured.

Chapter 3 discusses the applicability of TQM approaches to the Local Government,
examining how its core concepts and practices can be interpreted and implemented.
Particular attention is given to the meaning of Quality in the Local Government and to
the characterisation of its customers, consumers and citizens. The importance of the
political dimension and the constraints associated with the prevalent bureaucratic
culture are also considered. The main motivations and barriers for introducing TQM
are identified and the lack of models developed and empirically tested in the Local

Government setting evidenced.

Chapter 4 essentially presents the findings of. the exploratory study conducted in the
Portuguese municipalities to assess why, how and at what extent TQM is being
implemented, and identify the main problems experiénced. The critical success factors
to be incorporated in the OE model are validated and a first attempt made to link TQM

implementation to superior performance.

Chapter 5 discusses the building blocks of a theory and the problems associated with
their measurement. Issues of validity and reliability are carefully analysed and a
methodology — the structural equation modelling (SEM) approach — presented. It iS
argued that it allows theories to be formulated and tested, and the quality of the
measurement scales to be investigated, taking maximum advantage of the interplay
between theory and data. The data collection methods employed in this research,

fundamentally based on the use of self-administered questionnaires, are also examined.

Chapter 6 presents the model chosen to measure OE in the Local Government and
reports the key results from its application to the Portuguese municipalities. The
measurement instrument (questionnaire) used to collect data from political leaders,
managers and local government officers — i.e., the internal stakeholders — is described
and the sample characterised. The process of model validation and testing is explained
in some detail. The model estimates and the scores obtained in each critical success
factor are presented and the main findings discussed. Based on the model results, some

improvement strategies are suggested.
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Chapter 7 concentrates on the prime of the OE model — Leadership — commonly
regarded as the most critical aspect for TQM implementaﬁoh. The roles and
requirements of effective Leadership are discussed in light of the Local Government
particularities. Based on those requirements, a structural model for measuring
Leadership Excellence is developed and tested in the Portuguese municipalities.
According to the scores obtained in each dimension, major strengths and weaknesses of
municipal leaders are identified. Leaders’ and employees’ views are also confronted

and major perception gaps detected.

Chapter 8 presents a framework — the busiﬁess scorecard —, which includes the same
critical success factors as the model described in Chapter 6, but that focuses on the
(few) dimensions most relevant from an external stakeholders' perspective. In
particular, the importance of incorporating citizens' views on the measurement of OE is
stressed and the scorecard used to capture their feedback. The associated questionnaire
is presented and the citizens’ sample described. The main results of its application are
reported and some recommendations made on how municipalities can improve on their

citizens' eyes.

Chapter 9 introduces a New Performance Measurement System, which integrates
internal and external stakeholders assessments to get an overall picture of OE. Citizens,
managers and employees measurements are combined to calculate the final
Performance Exce]lence- Index for the Portuguese municipalities. Major (potential)
divergences between external and internal evaluations are investigated. It is argued that

the system overcomes some limitations of the existing frameworks used to measure

- performance in the Local Government, drawing attention to the main drivers of OE.

Chapter 10 summarises the key research findings, discusses the main contributions

and limitations of the study and suggests paths for future investigations.
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CHAPTER 2 - TOTAL QUALITY MANAGEMENT AND ORGANISATIONAL
) EXCELLENCE:

Concepts, frameworks and modelling requirements

Despite the profuse literature on. Total Quality Management (TQM) and Business
Excellence (BE), most of what has been written comes from anecdotal evidence and
individual reports of successful stories. It is widely recognised that there is a lack of a

theoretical basis on which empirical studies can be grounded.

A model of TQM capable of effectively promoting Organisational Excellence (OE) must
be based on the critical success factors (CSFs) and comprise a measurement approach able
to evaluate the real contribution of each dimension to OE, suggest improvement strategies

and track progress over time.

Following a summary of the evolution of the Quality concept, section 2.1 briefly analyses
how TQM fits into some well-known management paradigms and organisational models.
Since our research is focused on the Local Government, which is responsible for providing
a wide range of services, service quality frameworks are analysed in section 2.2. The
perspective adopted in this research concerning the concepts of TQM and BE (and how
they relate to each other) is discussed in section 2.3, followed by an examination of
existent frameworks and models aimed at guiding the -implementation of TQM and
measuring the levels of quality and performance achieved. Hence, our focus is on models .
that address the organisation as a whole with the purpose of assessing how it is performing
on the key business areas. Therefore, in Section 2.4, quality award-based models, which
evaluate the organisation according to a broad set of criteria, are critically reviewed.
Finally, based on the requirements of a conceptual and measurement model, the choice of
Kanji’s Business Excellence Model (KBEM) as the basis to analyse the Excellence of the

Portuguese municipalities is justified.

2.1. TOTAL QUALITY MANAGEMENT (TQM) AND MANAGEMENT THEORY

Since the 1930s, quality management has raised considerable interest among researchers

and practitioners.
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Yet, there is no absolute and ultimate definition of Quality. It is a multi-dimensional

concept and each author tends to emphasise a different dimension.

Feigenbaum (1983) stresses the need to think about Quality in relative terms, associating
quality to value. He points out that products and services have multiple attributes and
therefore purchase decisions are usually made taken into account the balance between

" characteristics such as price and durability, for example.

Crosby (1979) defines Quality primarily as conformance to requirements (allowing for
comparisons to be made, both across companies and over time, with reference to objective
and standard measures), while Juran (1988) regards Quality essentially as 'fitness for use,
which he defines as “the extent to which a product successfully serves the purposes of the

user”.

Deming, on his turn, has never defined Quality. All he said was that Quality is “all about

improvement and innovation” (Wright, 1997).

In the service literature, Quality often means meeting or exceeding customers’ expectations
(Parasuraman, Zeithaml and Berry, 1985). This perspective emphasises the need to
evaluate quality from the customer perspective and to understand the drivers of customer

satisfaction.

Summarising the views of these quality gurus, Garvin (1987) argues that Quality can be

seen from five distinct (but complementary) perspectives, as shown in Figure 2.1.
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(absolute and universally (tangible attributes)

recognisable) y\

: User-based
Value-based (fitness for use)

(satisfaction relative to / \
price)

l.

Process-based
(conformance to
specifications)

- Figure 2.1. Quality from different perspectives
(Adapted from Garvin, 1984, in Gunesakaran et al., 1998)

From his systematisation efforts, Garvin (1987) segmented Quality into eight dimensions:

e Performance (operating characteristics of the product);

e Features (secondary characteristics that supplement the basic functioning of a product);

e Reliability (probability of a product malfunctioning or failing within a specified time

period); |

e Conformance (degree to which a product’s design and operating characteristics meet
- established standards); .

"o Durability;

e Serviceability (speed, courtesy, competence, accessibility, and ease of repair);

e Aesthetics;

e Perceived quality (related to the reputation of the producer).

The international definition of Quality, as proposed by the ISO 8402 standard, states that
Quality is the “totality of the characteristics of an entity that bears on its ability to satisfy

stated and implied needs” (Dale et al., 1997, p. 2).

It is possible to argue that each Quality definition reflects the economical and social
context in which it emerged. Broadly, the evolution of the meaning of Quality
fundamentally reveals the shift from mass-production to customisation and from a

producer- to a customer-oriented culture.

29



Accordingly, Quality moved from an error cause removal to an error prevention culture
and from a reactive to a proactive philosophy, within which improvement and innovation

become part of everyday work (Cameron and Barnett, 2000).

According to Cole (1998), this ‘new quality paradigm’ is fundamentally characterised by
an outwards orientation to customers in contrast with the strong inward orientation of the
‘old approach’. Garvin (1987) associates the ‘new approach’ with the appearance of

strategic quality management.

From a taxonomy standpoint, TQM emerged in the 1980s, but its roots go back to the
scientific management principles of the 1920s (McAdam, 2000). Since then, however,
TQM evolved from a predominantly narrow and mechanistic approach (McAdam, 2000),
with quality being essentially regarded as a technical and production matter, to a more
subjective and. social approach, which cbnsiders Total Quality as a comprehensive
management philosophy, embracing all the aspects of the organisation and involving its
entire workforce, as well as its customers and suppliefs (Dale et al., 1997; Mehra et al.

2001).

As illustrated next, there are several definitions of TQM available in the literature, which,

in a way or another, emphasise its organisation-wide nature:

“Total Quality Management is an approach to improving the effectiveness and
flexibility of a business as a whole. It is essentially a way of organizing and
~improving the whole organization; every department, every activity, every single

person at every level” (Oakland, 1999).

“Total Quality Management is a management philosophy that fosters an
organisational culture committed to customer satisfaction through continuous

improvement” (Kanji, 2002).
" The “official” definition of TQM is given by the ISO, as:

“A management approach of an organisation, centred on quality, based on the
participation of all its members and aiming at the long term success through
customer satisfaction, and benefits to the members of the organization and to

society” (BS EN ISO 8402, 1995, quoted in Dale et al., 1997, p. 24).
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This small set of TQM definitions clearly shows that, though some similarities exist,
different researchers tend to emphasise distinct aspects of the concept. ‘Moreover, in some
cases, there are even confusing references to TQM as a philosophy, theory, implementation
framework, or simply as a set of tools and techniques (Dewhurst et al., 1999; Hackman and
Wageman, 1995; McAdam, 2000; Moreno-Luzén and Peris, 1998).

Each approach to Quality generates different assumptions and distinct criteria for
measuring it. Consequently, “quality is a diffuse, multidimensional, construct, and little
consensus exist regarding how it can be measured or operationalised” (Cameron and

Barnett, 2000).

Therefore, one of the main difficulties of dealing with TQM from a research point of view
is the lack of a coherent, sound and well-established theory (Cameron and Barnett, 2000;

Dean and Bowen, 1994; Forza and Filippini, 1998; Hackman and Wageman, 1995).

Most research on TQM is, at some extent, based to the works of quality-gurus, such as
Juran, Crosby and Deming (see Table 2.1). In spite of some important differences, they all
highlight three major principles: customer focus, continuous improvement and teamwork

(Dean and Bowen, 1994).

However, their contributions (though extremely important for the diffusion of quality
management) are more lists of prescriptions than ‘true’ concepts that can be integrated to

form a theory.

In this context, it is useful to examine how TQM relates to three well-known organisational

models: mechanistic, organismic and cultural (see Table 2.2).

31



Rt e S e EEEr L RRRERRy ATARREEE o W T T R ST SRRt AL LRIV

Juran

Crosby

Deming

Juran trilogy:

¢ Quality planning;

¢ Quality control;

e Quality improvement

Juran’s approach links
quality improvement and
control with quality planning

Company-wide quality
management (all inclusive
systematic approach to set
and meet quality goals
throughout the company)

10-point plan:
¢ Build awareness of the

need and opportunity for

improvement;

o Set goals for
improvement;

e Organise to reach the
goals;

e Provide training;
Carry out projects to
solve problems;
Report progress;
Give recognition;
Communicate results;
Keep the score; and
Maintain momentum.

Four absolutes of quality

management:

¢ Quality means

~ conformance to

requirements;

e The system of quality
is prevention;

¢  The performance
standard is zero-
defects

e The measurement of
quality is the cost of
non-conformance

14 steps of quality

improvement

e Management
commitment;

¢ Quality improvement

team;

Measurement;

Cost of quality;

Quality awareness;

Corrective action;

Zero-defects planning;

Employee education;

Zero-defects;

Goal setting;

Error-cause removal;

Recognition;

Quality councils; and

Do it over again.

14 points for management:

¢ Create constancy of
purpose; ‘

e Adopt the new philosophy;

e Cease dependency on
inspection by building
quality into the product in
the first place;

e End the practice of
awarding business on the
basis of price tag; instead
minimise total cost and
consider moving toward a
single-supplier on a long-
term relationship of loyalty
and trust;

¢ Improve constantly and

forever;

Institute training on job;

Institute leadership;

Drive out fear;

Break down barriers

between departments;

Eliminate slogans;

¢ Eliminate quotas and
management by objective;

e Remove barriers that
prevent pride of
workmanship;

e Institute a vigorous program
of education and self-
improvement; and

e Puteverybody in the
company to work to
accomplish the
transformation.

The System of Profound
Knowledge:

e Appreciation for a system;
e Knowledge about variation;
e Theory of knowledge;

e Psychology.

Table 2.1. The contributions of the quality gurus in brief
(Based on Cole, 1998; Dale et al., 1997; Deming, 1986; Petersen, 1999)
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According to Spencer (1994), TQM does not constitute by itself a completely new
paradigm, rather captures characteristics from distinct organisational models and amplifies

them by providing a methodology for use.

Both the mechanistic model and TQM conceive organisations as goal-attainment devices
(Spencer, 1994), but TQM recognises the environment as a vital source of resources and

constraints.

Treating organisations as organisms is associated with the systems perspective (Jackson,
1991). The impact of the organismic model can be found on the tendency of TQM to see
organisations as systems, which in order to operate effectively need to have a purpose.
Accordingly, organisations are made of highly interdependent parts that must work
together to achieve the system’s overall aim. This holistic view, opposed to the
reductionism associated with the mechanical approach, is strongly emphasised in
Deming’s works. Also in line with this perspective, Lakhe and Mohanty (1995) regard
organisations as “social-technological system(s), where the activities carried out are geared

towards the customer requirements with efficiency and effectiveness in mind”.

The system-structural view of TQM (Benson et al., 1991) states that quality management
can be described as a three-stage process model in which: first, the organisational context
is assessed; then, the organisational needs to change are analysed; and, finally, the
orgénisational responsé is implemented so that the possibilities of survival are ‘capitalized
and effectiveness enhanced. Benson’s et al. (1991) findings suggest that knowledge of the
organisational context is useful for explaining and predicting quality management practice.
Therefore, the contingency approach to TQM, which states that, to be successfully
implemented, TQM must be properly aligned with the particular organisational
environment, strategies and design (Béhara and Gundersen, 2001; Gunesakaran ei al.,
1998; Moreno-Luzén and Peris, 1998), has also its roots on the organismic model
developed' in the 1950s.

Moreover, the holistic view of TQM is an important consequence of adopting a systems
perspective. It calls attention to the importance of implementing TQM on an organisation-
wide basis and to the need of establishing coordination mechanisms. By seeking solutions
to the organisation as a whole, the holistic approach goes beyond the local/departmental

optimisation resultant from the mechanistic model.
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With reference to the cultural model, which regards organisations as arenas where different
perceptions of reality are continuously negotiated and renegotiated (Jackson, 1991), TQM
mainly inherits the conception of culture as a modern form of control and the importance
of developing shared values and beliefs. However, while the cultural model tends to see
conflict among organisational actors as innate, TQM envisages a convergence of the long-

term interests of all stakeholders.

TQM combines characteristics of two broad schools that dominated the management
theory in the twentieth century — the ‘rationalist’ school, associated with the principles of
scientific management and the theory of bureaucracy, and the ‘human relations’ school,
which emphasises the role of the organisation as a social system, driven by psychological
and social needs (Grant et al., 1994). According to Grant et al. (1994), quality management
bridges these two schools by incorporating the theories of the rationalist school in its ‘hard’
aspects (such as work design and statistical process control) and by integrating the
behavioural principles of the human relations approach in its ‘soft’ aspects (like leadership,

empowerment and training).

2.2. SERVICE QUALITY - DISTINCTIVENESS AND MEASUREMENT MODELS

Local Government institutions essentially provide services and therefore any model for
managing quality in their context must address the problems associated with service

quality.

Services have characteristics that differentiate them from products and that have an impact
on the way quality is managed. These include the following aspects (Behara and
Gundersen, 2001; Franceschini et al., 1998; Soteriou and'Chase, 1998; Sureshchandar et
al.,2001):

e High degree of customer interaction and participation in the production process;

e Inseparability of production, delivery and consumption;

e Perishability; and

e Intangibility.

These characteristics represent additional problems for service firms in terms of managing

and controlling the factors which affect quality, and consequently increase the degree of
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uncertainty they face in the production and delivery process. Customers’ involvement
means that consistency and uniformity are particularly difficult to be sustainable achieved.
The intangibility of services, makes it hard to set standards and to measure them. Given the
lack of tangible attributes, consumers tend to look for signs of quality, such as physical
tangibles, reputation and communication. As a result, frontline staff and physical facilities

assume a key importance in customer judgements.

As Sanderson (1992, pp. 17-18) points out, local authority services are diverse in terms of
nature and “conditions of production”. Some are essentially technical services (e.g. refuse
collection); others are strongly “people-oriented” (e.g. social services or housing). TQM
implementation is more difficult in the later ones, where standards are not easy to establish,

uniformity is not always beneficial, and customer involvement in service provision larger.

Based on the distinction between mass services, service shops and professional services,
Silvestro (2001) argues that the transference of TQM principles and practices originated in
the manufacturing service is more complex for professional services, which are highly
customised, front-office based and greatly dependent upon customer-staff interaction.
Results of his research, suggest that TQM implementation may in fact vary on the basis of
service type. Briefly, it was found that implementation of customer orientation, continuous
improvement and empowerment was more mature in professional services and service
shops than in mass services; on the other hand, quality measurement was more established
in service shops and mass services. In the Local Government, given the diversity of

services provided, we are likely to find a good representation of various service types.

One of the most important debates on the services field refers to the conceptualisation and

measurement of service quality.

Most service quality models compare customer expectations and perceptions. According
to Zeithaml et al. (1988), the global excellence of a service is associated to high-perceived
quality, which, on its turn, is influenced by both perceptions and expectations. The same
view is shared by Ghobadian et al. (1994) who argue that perceived quality depends on
prior customer expectations (the a priori image of what will be received) and on actual
quality (the actual level of service provided). If perceptions meet or exceed expectations,
customers perceive quality positively (Robledo, 2001) and are likely to be satisfied and

repeat purchases (Caruana and Pitt, 1997).
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In their original formulation, Parasuraman et al. (1985) identified ten determinants of
service quality: (1) reliability; (2) responsiveness; (3) credibility; (4) competence; (5)
access; (6) courtesy; (7) security; (8) communication; (9) tangibles; and (10) understanding
the customer. These dimensions were in subsequent works (Parasuraman et al., 1988)
grouped into five categories:

e reliability;

o aésurance;

e tangibles;

e empathy; and

o responsiveness.

Parasuraman’s et al. (1985) model attempts to explain how service organisations can

influence the perception of quality and identifies five possible gaps:

e customer expectation-management perceptionA gaﬁ (lack of cﬁstomer focus);

e service quality specification gap;

e service delivery gap;

e external communication gap; and

e expected service-perceived service gap (that depends on the dimension of the

remaining gaps).

The authors have subsequently developed an instrument — SERVQUAL - to measure these
gaps. The SERVQUAL questionnaire is divided into three sections (Parasuraman et al.,
1991). Besides including questions to evaluate expectations and perceptions, it requests the
customer to indicate the importance of each service quality dimension. Service quality

evaluation is obtained by comparing expectation and perception values.

In spite of SERVQUAL popularity, the instrument has several limitations. Bennington and
Cummane, (1998) summarise the most important criticisms, as highlighted by several

researchers:

e it confuses outcome, process, and expectation;

e it suffers from multicollinearity, as indicated by the strong inter-correlations between
the dimensions;

e it is not generic and needs to be customised to the service in question;

e it neglects the price factor;
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e due to psychometric problems, the five dimensions may in fact not represent five

different constructs.

Buttle (1996) also questions the disconfirmation pafadigm upon -which SERVQUAL is
based - arguing that service quality would be better conceptualised as an attitude — and
raises concerns about the universality of the five dimensions proposed. The author further
has some reservations concerning the questionnaire administration and the way the scales

are presented.

Several other methodologies for service quality evaluation exist. Franceschini ez al. (1998)
’compare SERVQUAL with SERVPERF (proposed by Cronin and Taylor and focused
exclusively on customers’ perceptions), Normed Quality (developed by Teas to explore the
meaning of expectations) and QUALIMETRO (conceived for the evaluation and “on-line”
service control). They conclude that the SERVQUAL questionnaire is usually longer and
more time-consuming but, on the other hand, has the clear advantage of incorporating the
weights assigned to each service dimension. A different comparison study was conducted
by Robledo (2001) which, based on reliability and validity tests, concludes that models that
measure service quality considering expectations are superior to models that measure it as

a function of performance only.

There are also service quality frameworks that do not explicitly incorporate perceptions

and/or expectations as key autonomous constructs.

Gronroos (1984) identifies two main dimensions of service quality: 'technical quality'
(what is delivered) and 'functional quality' (how it is delivered). In any case, it is stressed

that these are interdependent dimensions.

More recently, Lakhe and Mohanty (1995) propose a model for measuring total service
quality based on five variables:

e Top management commitment résponse;

e Product and process improvement;

¢ Human resource excellence;

e Customer orientation; and

e Economic advantage.
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However, Lakhe and Mohanty (1995) do not explain how these variables can be

operationalised or how they relate to each other.

Therefore, in spite of the proliferation of frameworks developed to measure quality
management in the services context, the large majority of them only focus on a limited
number of dimensions and there is practically no model that treats collectively all facets of

TQM in service organisations.

One exception is the model proposed by Sureshchandar et al. (2001). Based on an

extensive literature review, the authors propose twelve dimensions for TQM in services:

e top management commitment and visionary leadership;
e human resource management;
e technical system;

e information and analysis;

e benchmarking;

e continuous improvement;

e customer focus;

¢ employee satisfaction;

e union intervention;

e social responsibility;

e servicescapes; and

e service culture.

The model regards top management commitment and visionary leadership as the impetus
for cultural change and TQM implementation, whereas employee satisfaction and customer
focus are depicted as the outputs. In our opinion, considering customer focus as an output

raises some objections.

In order to empirically validate these constructs, Sureshchandar et al. (2001) developed a
survey consisting of 126 items (measured in 7-point Likert scale) and collected data from
middle and top executives belonging to different banks in India. The final sample included
248 correctly completed questionnaires. Data was analysed using confirmatory factor
analysis. Validity and reliability tests were performed to assess the quality of the scales
developed. Nevertheless, in terms of calculating the indices for each construct the authors

did not go beyond the calculation of simple average scores between respondents’ answers.

39




Dt M — i A =~ e © Db

Furthermore, causal relationships were not even described and only correlations among the

constructs were determined.

2.3. ORGANISATIONAL EXCELLENCE AND TQM

It was with Peters and Waterman’s (1982) book “In search of excellence” that the term
‘Excellence’ came definitely into use in the management context, being aschiated with
outstanding levels of performance. Focusing on the attributes of performance excellence,
Peters and Waterman described 42 of the best-run companies in the USA and tried to
provide some general principles that could be applied to any organisation. The eight

factors, which they believe contribute to organisational excellence, are:

e Bias for action — solve prob]ems when and where they arise;

e Close to customers — listen to and learn from custorhers, using their feedback to
improve quality; |

e Autonomy and entrepreneurship — empower employees to make decisions and try new
ideas;

e Productivity through people — invest in people through education and training and
foster staff commitment;

e Hands-on, value driven — personal involvement of managers particularly in
communicating the organisation’s core values;

e Stick to the knitting — concentrate on the core business activities;

» Simple form, lean staff — keep a simple organisational structure with a small corporate
centre; _

e Simultaneous loose-tight properties — high decentralisation around a strong core of

corporate values.

The introduction and popularisation of quality awards further contributed to the diffusion

of the Excellence concept.
Kanji (1998) defines Business Excellence as

"a means of measuring customer’s, employer’s and shareholder’s (stakeholder’s)
satisfaction simultaneously within an organisation in order to obtain a

comprehensive evaluation of the organisational performance”.
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This definition calls attention to the measurement aspects of Organisational Excellence
from the different stakeholders’ point of view. Since this is at the same time a
comprehensive and operational definition, it will be adopted for the purposes of this

research.

Ii is reasonable to question whether and how OE and TQM are linked. In fact, the concepts
are sometimes used indifferently, although most researchers (Savolainen, 2000) argue that

Excellence is a status to be achieved using TQM approaches.

In this research, Excellence is associated with outstanding performance (in comparison to
other organisations in the same industry, best competitors and past performance). In this
sense, Excellence refers to organisational outcomes and achievements, whereas TQM is a
set of principles and practices that guide the organisation. “Viewed through this lens,
~quality enables or drives organisational excellence and organisational excellence results —

at least in part — from quality” (Dalrymple et al., 1999).

One of our major propositions is that the application of TQM principles and core concepts
leads to superior organisational performance. As described in later chapters, this
association was empirically tested and validated in the context of the model proposed for

_ the Portuguese municipalities.

2.4. REVIEW OF RELEVANT BUSINESS EXCELLENCE MODELS

A business excellence model aims to be a description of a comprehensive management

system that is capable of producing superior performance (Barker, 2000).

In this section, we first analyse the contribution given by the well-known quality award-

based models. Subsequently, KBEM is presented in some detail.

It is important to mention that several other models exist, which are not reviewed here. The
rationale for discarding those frameworks has essentially to do with one or more of the
following reasons: (1) they are not generic, i.e. where developed to address the situation of

an organisation or a small set of organisations in particular; (2) they are not
comprehensive, but rather look into specific areas of the organisation; (3) they do not

comprise any kind of measurement instrument, and therefore are not relevant for the
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purposes of the present research; and (4) there is not enough information available in the

literature about how they work.

2.4.1. Quality award-based models - a critical examination

There are consistent indications that an increasing number of organisations
(manufacturing/service; private/public; profit/non-profit) from different parts of the world
have been adopting quality-award models as vehicles for TQM implementation. Several
studies conducted in Europe, the USA, and Australia (Ghobadian and Woo, 1996,
Pannirselvam and Ferguson, 2001, Wiele, 2000) support this idea. It is therefore important
that those frameworks provide a sound foundation for TQM implementation, as well as a

reliable methodology to assess the progresses achieved along the process.

In general, quality awards have been established to promote quality awareness and
encourage organisations to conduct self-assessment exercises with the aim of evaluating
performance, identifying areas for improvement and developing plans for further action

(Pun et al., 1999).

There is a number of well-recognised award models, the main ones-being the Deming
Application Prize in Japan, the Malcolm Baldrige National Quality Award (MBNQA)
(NIS?I',' 2000) in the US and the European Business Excellence Model (EFQM/BEM)
(EFQM, 1999a, 1999b, 1999c) in Europe. For a brief éomparison of the quality-award

frameworks see Table 2.3.
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A large number of countries adopted, with minor changes, one of these models to develop
their national and regional awards. As expected, the Portuguese Institute for Quality (IPQ)
follows the EFQM/BEM model.

In the EFQM’s case, a specific award for public sector organisations was launched in 1995
(EFQM, 1999d), whereas thé Malcolm Baldrige Award is exclusively targeted into private
sector companies. In spite of the existence of .a public sector award within the European
Quality Award, except for marginal linguistic adjustments (Larsen and Haversjo, 1998),

the model criteria are practically identical.

Several researchers (Azhashemi and Ho, 1999; Dale et al., 1997; Porter and Tanner, 1998;
Ritchie and Dale, 2000; Wiele, 2000; Wilson, 1998; Wright, 1997) have pointed out some
benefits of quality award models, especially the MBNQA and the EFQM/BEM.:

e they provide a definition and description of TQM which improves quality awareness in
all aspects of the business and generates ownership among senior managers and
employees; '

e they assess the extent to which TQM principles have been implemented throughout the
organisation;

e they are comprehensive, considering the whole organisation and its various activities,
practices and processes;

e they encourage an holistic view of organisations, by stressing the need to look
simultaneously at a variety of dimensions that interact with each other; -

e they drive continuous improvement based on a common approach across the
organisation;

e . they promote self-assessment based on evidence;

o they make organisations realise that processes are at least as important as outcomes;

e they replace the traditional command and control view of senior management’s role
with that of enabling through effective leadership; and

o they facilitate benchmarking and organisational learning based on internationally

recognised criteria.

However, quality award models have also important limitations, both as conceptual models
and, specially, as measurement models. Due to these shortcomings, we prefer to refer to

them as frameworks rather than models in the more rigorous sense of the word.
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Both the MBNQA and the EFQM/BEM implicitly assume there are causality links
between TQM elements and results (Ghobadian and Woo, 1996). In the quality award
frameworks, the theoretical components of TQM are usually covered in the ‘enablers’ part
(though, only the EFQM/BEM explicitly uses this term). The enablers represent the TQM
practices that are expected to lead to outstanding results in terms of customer satisfaction,
profitability, low employees' turnover, etc. However, the real impact of changes in the
enablers on the results is often difficult to establish, due to the complex interdependencies

between the criteria and the lack of clarity of some model relationships.

The ability of such frameworks to measure progress on TQM implementation and OE can,
in our view, be questioned. It is doubtful that their scoring criteria provide objective

measurement and, consequently, help to clearly identify improvement opportunities.

‘The quality award-based frameworks were not developed using a scientific approach,
based on the identification and validation of CSFs, but rather mainly result from the
assembling of ad hoc evidence and successful case stories. They are not based on

systematic empirical evidence (Black and Porter, 1996).

It may be argued, as Silvestro (2001) emphasises, that quality awards models have other
purposes (such as contributing to the dissemination of TQM and best practices
identification) and do not explicitly intend to “unpack the constituent elements of TQM in

such way as to facilitate the empirical study of TQM in different operational contexts”.

From a measurement point of view, when weights are attached to each criterion they are
arbitrary and do not necessarily reflect the relative importance of each model construct. In
other cases, as it happens with the most recent versions of the EFQM/BEM, weights are
not explicitly suggested and the onus of responsibility for the scoring process — called
RADAR (EFQM, 1999b) - rests on assessors and juries, thus being highly subjective.
Consequently, the final business excelleﬁce score cannot be easily replicated or
" generalised. This is an important limitation, particularly when the model is used as a

benchmarking tool.

One possible argument for the lack of a standardised weighting system is that the
importance of each dimension depends on the nature of each business environment.
However, the existence of weights provides important indications on where to focus the

improvement efforts.
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In the absence of clear relationships among the criteria and correspondent weights, the
impact that any change in one particular criterion has on other components of the model
and on business excellence is difficult to predict, making the prioritisation of the

improvement efforts somehow ambiguous.

Table 2.4 provides a summary of the main strengths and shortcomings associated with
major quality award-based frameworks. Deming’s Application Prize was not explicitly
considered, since, as mentioned earlier, it is not (and does not intend to be) a
comprehensive TQM model. It merely gives a list of good quality practicesA without

making any attempt to inter-relate them.

Strengths Shortcomings
Aims and increase quality awareness posterior performance of winning
purposes encourage self-assessment companies does not consistently
against well-established support the claim that TQM
criteria effectively leads to competitive
facilitate benchmarking and success
organisational learning lack of customisation and detailed
catalyst for improvement and guidelines for public organisations
change - and SMEs
Conceptual promote a holistic and criteria emerged from ad hoc
process-based view of the empirical evidence and do not
organisation necessarily reflect the CSFs
e _linkage between inputs, e criteria were not tested for construct
. processes and outputs validity
Measurement e diagrammatic representation | e do not comprise a mathematical
formulation and therefore
relationships among the criteria
cannot be estimated
e subjective scoring system
lack of empirical testing and
validation

Table 2.4. Strengths and shortcomings of major quality award-based frameworks

Several studies have attempted to empirically validate the quality award models (either as a
whole or partially, i.e. looking at specific relationships between a limited number of
criteria). Most of these works (Black and Porter, 1996; Curkovic et al., 2000; Flynn and
Saladin, 2001) concentrate on the MBNQA although a few exceptions exist (Nabitz et al.,
2001). |
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Using a structural equation modelling approach, Curkovic et al. (2000) investigated the
extent to which the MBNQA adequately captures the relevant TQM dimensions and
whether there is a good fit between th¢ factors of the model and their measures. With this
purpose, a large survey was conducted in the automotive industry. The study
operationaiised the MBNQA in terms of four major constructs. For each construct, a
number of metrics consistent with the MBNQA were generated. The results showed that
the measurés did indeed load on the appropriate constructs. All the scales were highly
correlated with the primary outcome factor of TQM results. Moreover, all causal paths in
the hypothesised model were found to be statistically significant and positive. This
contradicts findings from a earlier study based on the 1992 MBNQA framework, which
indicated that the model was not a good fit, withbmany non-significant paths (Flynn and
Saladin, 2001).

Another research studied mentioned in Behara and Gundersen (ZOOi) intended to establish
the validity of the MBNQA framework in the higher education context. Their results
suggest that the individual dimensions of the Baldrige Award are appropriate. Even so,
path analysis indicates that the relationships among the criteria are different from those
proposed in the Baldrige model. Based on their findings, the researchers developed an
alternative model and concluded that leadership affects the outcomes by mediating effects
through the organisational systems. However, their study is based on a single un‘iversity

and, therefore, generalisation is problematic.

With reference to the Arizona Governor's Quality Award (AGQA) — which closely follows
the MBNQA structure —, Pannirselvam er al. (1998) carried out a study to examine issues
of content, construct and model predictive validity. Content validity was assessed based on
a review of relevant literature. Construct and predictive validity were tested using data
collected from applicants to the 1993 AGQA. The sample included 19 manufacturing
businesses, 36 service businesses, 4 health care organisations, 4 educational institutions,
and 6 government agencies. Reliability was established through high Cronbach-alpha
coefficients. Factor analysis results indicate that the items under each category measure a
single dimension. Predictive validity was tested by performing a canonical correlation, .
which in fact revealed a high association between items belonging, respectively, to the

approach set and to the results set.
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Another publication (Pannirselvam and Ferguson, 2001) further explores the causal
relations underlying the MBNQA. In this latest work, the MBNQA was represented as an
-eight-construct model. Path analysis was used to assess the strength of the relationships
between the quality management constructs. Fit indices indicate an acceptable fit between
the proposed model and the data. Findings show that leadership significantly affects (either
directly or indirectly) all other constructs, thus confirming its critical role for TQM
implementation, as emphasised in the MBNQA. Customer focus and relationship

management were found to be the greatest determinants of organisational performance.

Similarly, Flynn and Saladin (2001) investigated whether the relationships between the
MBNQA constructs hold and analysed the extent to which the weights assigned to the
various model dimensions were appropriate.vA survey analysis was conducted in a sample
of manufacturing plants in the US, Germany, Japan, and Italy. The items selected for the
questionnaires weré not, however, direct measures of the Baldrige categories. Factor
analysis was used and the reliability and validity of the scales examined. According to the
path analysis results, all the Baldrige frameworks analysed — 1988, 1992 and 1997 —
include robust relationships. Moreover, the changes made to the model over the years
were found to have been beneficial. Results suggest that managers should focus on three
critical drivers of quality performance: leadership, process management and information

-and analysis.

With reference to the EFQM/BEM, an attempt to scientifically validate the proposed
criteria was conducted by the EFQM in 1997 using concept mapping (Nabitz et al., 2001).
Following a literature review on relevant TQM frameworks, statements were generated.
These were rated and grouped into internally consistent clusters. A statistical analysis
produced a series of cluster maps. Overall, the findings gave credit to the (then) existent
EFQM model, but called attention to the need of further stressing aspects such as market
focus, customer, partnerships and measurement system (Nabitz et al., 2001). At some
extent, these results were taken into account in the most recent revision of the

EFQM/BEM.

In any case, in order to have more definitive indications about the validity of the quality
award-based models further replication studies, using consistent methods for data
collection and analysis, are necessary. In our opinion, these frameworks have, however, a

major drawback that is difficult to overcome — they lack a strong theoretical foundation.
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2.4.2. Kanji’s Business Excellence Model (KBEM)

Kanji (1998) proposes a business excellence model comprising a set of TQM principles
and core concepts which potentially lead to Excellence. Leadership is the prime of the
model and thus responsible for driving TQM implementation. The model includes four
principles — delight the customer, management by fact, people-based management, and

continuous improvement. Each TQM principle operates on two core concepts.

To enable measurement, Kanji’s pyramid model (Kanji, 1996) was converted into the

structural model depicted in Figure 2.2.

Prime ~%» Principles ——» Core Concepts ————————> Business
Excellence

=
=
172}
S
)
=]
S
v
e

Figure 2.2. Kanji’s Business Excellence structural model

(Kanji, 1998)
It follows a brief description of each component of Kanji’s Business Excellence Model

(KBEM).

Leadership

Leadership is the prime requisite for putting TQM principles and core concepts into
practice (Kanji, 2002).

49



by o e A & Dt o Rttt ittt

In fact, senior managers commitment has been described as the most important
determinant of successful TQM implementation (Adebajo and Kehoe, 1998; Dale et al.,
1997; Flynn et al., 1995; Grant et al., 1994; Salegna and Fazel, 2000).

Leaders have major roles in developing and implementing the organisation values, vision,
mission and strategy in line with the TQM philosophy.

In addition, organisations need a management structure that facilitates TQM deployment
(Mehra et al., 2001) and putting that in place is another key leadership responsibility.

Top management behaviour gives employees vital signals of the importance of TQM
implementation. To encourage everyone’s commitment to continuous improvement, senior
managers must be p:érsonally involved in the introduction and development of TQM (Dale
etal., 1997).

The different roles and dimensions of leadership in a TQM organisation will be discussed

in detail within the model developed for measuring Leadership Excellence (see Chapter 7).

Delight the Customer ,

TQM is, by definition, a customer-oriented philosophy (Mehra et al., 2001). Delight the
customer involves, first of all, identifying who the customers are. Both external customers
and internal customers must be considered. Expectations are dynamic in nature (Ahire et
al., 1996). Therefore, an organisation must be in close contact with its customers (Dean
and Bowen, 1994) and have in place mechanisms to determine their expectations and

measure their levels of satisfaction.

External customer satisfaction

TQM stresses the importance -of involving everyone in the process of "custorﬁe”r
driven" continuous improvement (Kirkpatrick and Lucio, 1995a).

Organisations should not assume they know what their customers want and expect
from them. On the contrary, they are required to collect customer feedback
(through surveys, focus gfoups, etc) and use that information to effectively
improve.

Measurement of customer requirements is thus an important part of customer
satisfaction. Not only it helps quality improvements to be focused on those aspects
that customers value most, but also it serves as a tool to foster cross-functional

cooperation (Hackman and Wageman, 1995).
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Internal customer satisfaction

External customer focus is not enough. Many writers emphasise the need to get
internal relationships working properly in order to satisfy the external customer
(Kanji, 2002).

TQM recognises that everyone in the organisation provides a service and has its
own customers. Accordingly, “anyone with whom an employee has a job-related
relationship” is a customer (Mohr-Jackson, 1998).

Internal customer satisfaction basically is the degree to which employees believe
that their needs are systematically taken into consideration and, as much as

possible, being met (Sureshchandar et al., 2001).

Management by Fact

Data based management is indispensable to informed decision-making and performance
improvement.

In order to improve decision-making, TQM calls for systematic collection, analysis and
report of quality facts (Dahlgaard et al., 1998; Hackman and Wageman, 1995; Mehra et
al., 2001). Dissemination of information on performance is critical to encourage innovation
and learning. |
Management by fact requires a strong emphasis on process management. Within an
organisation, all work is process and therefore can be mapped, analysed and streamlined.

Measurement of the key business processes is essential.

All work is process

TQM views an organisation as a set of processes (Spencer, 1994). For every
process, customers’ requirements and expectations njust be identified.

As Hackman and Wageman (1995) point out, the quality of the products and
services delivered depends, above all, on the processes by which they are designed
and produced.

Within process management, variability is undesirable. It is a source of
nonconformity and waste and, consequently, needs to be reduced and controlled.
Various statistical methods are used with that purpose. However, to be effective,

quality control techniques should not be exclusively used by specialists, but rather
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applied by the whole staff on their daily activities (Forza and Filippini, 1998). In

this sense, education and training on TQM tools is crucial.

Measurement _

A good quality information system, which provides timely, reliable and relevant
measurements, is essential to support management by fact and guide improvement.

Measurement of processes, external customer satisfaction, and internal customer
satisfaction is fundamental (Dahlgaard et al., 1998) and must be conducted on a
regular basis.

To promote organisational excellence, such measurements need to be integrated.

People-based management

People make quality, providing that they are given the necessary resources and rewarded
for their achievements. |

Research has often shown that customer satisfaction and employee commitment are highly
correlated. Therefore, obstacles that prevent employees from doing a good job must be
removed and education and training provided (Dahlgaard et al., 1998).

By creating the need to meet customer requirements and to continuously improve, TQM
provides people with opportunities to learn and develop new skills.

TQM requires a new set of competences. The changes in working practices demanded by
TQM are only possible if adequate training is provided to everyone in the organisation.
People perform better if they work in a cooperative and friendly environment. Moreover,
the nature of most organisational problems requires a high degree of inter-functional

interaction. Therefore, Teamwork should be encouraged and developed.

People Make Quality

The idea that People Make Quality arises from the conviction that employees are
“able to derive pride of Wdrkmanship, satisfaction and committed from the work
they do” (Anderson et al., 1994a). TQM assumes that people naturally want to do a
good job and will try to improve, as long as they are provided with the necessary
© training and resources (Grant et al., 1994; Hackman and Wageman, 1995).

Employee involvement in continuous improvement is essential, as the best process
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innovation ideas usually come from people who actually perform the job
(Thiagarajan and Zairi, 1997a).

Thus, quality improvement can only be achieved if all staff is given the space and
responsibility to innovate and make decisions (Kirkpatrick and Lucio, 1995a).
Empowerment techniques are often associated with the idea of making everyone
participate in continuous improvement. For that to happen, education and training
is essential. It must promote TQM awareness, a common language and a better
understanding of quality concepts and principles (Dale et al., 1997).

Furthermore, meaningful and opportune feedback must be provided so that
employees know how they are performing and which aspects they primarily need to

improve on (Forza and Filippini, 1998).

Teamwork

Teamwork is universally accepted as a key mechanism for involving people in
quality improvement (Adebajo and Kehoe, 1998: Dale et al., 1997).

Moreover, teams are commonly regarded as good alternatives to deal with complex
problems, which require multi-disciplinary approaches (Mehra et al., 2001). Cross-
functional teams have more talent available to address issues.that are not confined
to a particular organisational sphere.

Teamwork builds collective responsibility, develops trust and facilitates -co-

operation.

Continuous Improvement

Continuous improvement calls for a climate that is conducive to learning and requires an
organisational culture that constantly encourages members to innovate.

Since this is a never-ending journey, a continuous improvement cycle must be in place.
Improvement comes from learning with mistakes, implementing corrective actions and,
based on the feedback gathered, trying new things.

Inter-functional design and statistical tools are essential to support a prevention attitude.
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Continuous Improvement Cycle

The continuous improvement principle cannot be effectively implemented unless
the organisation creates a supportive environment, by minimising fear and
providing members with a rich and diverse set of tools.

Benchmarking should be encouraged and the best practices communicated ‘
throughout the organisation (Hackman and Wageman, 1995).

Additionally, improvement opportunities must be continuously identified and

~ feedback collected from external and internal customers.

Prevention }

Prevention avoids problems from happen. Simplicity of product and service design
is part of a prevention attitude, minimising the likelihood of errors to occur and
enhancing product reliability and serviceability (Flynn et al., 1995).

Quality design should include the formation of cross-functional teams with the
participation of customers, whenever possible (Forza and Filippini, 1998).

To drive failures out of the system several tools, such as the Failure Mode and

Effect Analysis (FMEA), need to be applied.

2.5. SELECTION OF KBEM AS THE BASIS FOR MEASURING
ORGANISATIONAL EXCELLENCE IN THE LOCAL GOVERNMENT

In this section, the choice of KBEM as the basis for assessing Organisational Excellence in
the Portuguese municipalities is explained, based on its properties both as a conceptual and

a measurement model.

Conceptually, a business excellence model should be based on the key TQM elements,

using a critical success factors (CSFs) approach.

According to Rockart (1979, quoted in Kanji 2002), CSFs are “the limited areas in which
results, if they are satisfactory, will ensure successful competitive performance for the
organization”. CSFs can also be described as “those variables that management can
influence through its decisions that can affect significantiy the overall competitive

positions of the various firms in an industry” (Kanji, 2002).
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~ CSFs play an important role for implementing the organisation’s mission (Oakland, 1999)
and are essential elements in the development of a firm’s strategy (Leidecker and Bruno,

1984).

The CSFs concept has been applied in different studies. For the purposes of this research,
following a CSFs approach implies, first of all, identifying those vital few dimensions that
are supposed to have a major impact on organisational performance and, then, including

them in the measurement of OE.

Since we believe that OE is tightly linked to the implementation of TQM, we are interested
in ensuring that the major TQM elements are incorporated in the organisational excellence

model.

Given that there is not a unique, consistent and integrated TQM theory, a possible way of
examining the suitability of KBEM is comparing its principles and core concepts with

those key TQM variables pfoposed in the literature.

When identifying the critical factors of quality management, most authors have reviewed
the works of the quality gurus, in particular the writings of Deming, Juran and Crosby (see
Table 2.1). Interesting studies are reported in the literature (Dale et al., 1997; Kaye and
Rosalyn, 1999; Mohr-Jackson, 1998; Motwani, 2001; Porter and Parker, 1993;
Schonberger, 1992; Zeitz and Johannesson, 1997; Zhang et al., 2000). However, the large
majority of those studies identify the key TQM components based on an extensive
literature review, but do not use any scientific approach to test and validate them. Several
other studies also present a list of TQM critical factors, but their emphasis is on
investigating the potential link between TQM and performance (Forza and Filippini, 1998;
Powell, 1995; Samson and Terziovski, 1999) and do not give identical attention to the

processes of generating the constructs and testing their validity.

. It would be virtually impossible to review all the research works that have been conducted,
in different contexts, with the purpose of identifying the critical quality factors. Therefore,
we restrict here our analysis to those well-established studies that are general in nature (i.e.
that aim to identify key TQM elements that are not firm or industry-specific) and use some

kind of statistical approach to validate the CSFs proposed.
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Table 2.5 summarises the main empirical studies reported in the literature. It can be
obsérved, that, in the identification of the CSFs proposed, many. researchers have
conducted an extensive literature review, often combined with an analysis of major quality
award frameworks, to derive a set of items (principles, concepts and practices) commonly
associated with TQM. In most instances, factor analysis (usually exploratory) was then
carried out to discover the underlying dimensions of TQM. As Table 2.5 indicates, some
studies went further than others in terms of validating the TQM constructs. However, the
dominant shortcoming is the lack of explicit consideration of the relationships among the

TQM dimensions and their collective influence on OE.

From Table 2.5, looking at the CSFs as a whole, it is possible to conclude that there is a
substantial agreement among the most prominent quality researchers about the main TQM
constructs. In particular, there is a general consensus regarding the importance of
leadership and employee involvement for effective TQM implementation (Thiagarajan et
al., 2001). These elements, givén their criticality to initiate the quality journey, constitute

what Thiagarajan et al. (2001) designate as "stage one key organisational requirements".
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Since KBEM encompass the large majority of the critical factors proposed by most

researchers (see Table 2.6), one can conclude that it has content validity and its dimensions

collectively represent all the relevant aspects of quality management in an organisation.

COVERAGE IN KBEM

CRITICAL SUCCESS FACTORS
Top management leadership [1] [7] Y
Visionary leadership [2] Y
Quality Leadership [3] Y
Top management commitment [4] Y LEADERSHIP
Strategic quality management [5] Y
Strategies and senior executive involvement [6] Y
Vision and plan statement [7] Y
Operational quality planning [5] Y
Management structure [8] Y
* Customer focus [4] [6] [7] Y A
Customer orientation [5] [8] Y DELIGHT THE CUSTOMER
Customer Interaction [3] Y
Customer Satisfaction [2] Y EXTERNAL CUSTOMER
SATISFACTION
Employee satisfaction [6] Y INTERNAL CUSTOMER
: SATISFACTION
Employee fulfilment [2] Y PEOPLE BASED MANAGEMENT/
’ : INTERNAL CUSTOMER
SATISFACTION
People and customer management [5] Y PEOPLE BASED
MANAGEMENT/DELIGHT THE
CUSTOMER
Human resource focus [8] Y
Employee relations [1] Y
Pre-employment screening [6] Y PEOPLE BASED MANAGEMENT
Compensation/recognition and rewards [3] [6] Y
(71091
Employee empowerment [4] [9] Y PEOPLE BASED MANAGEMENT/
PEOPLE MAKE QUALITY
Employee participation and involvement [4] [6] | Y
[7119]
Education and Training [1] [4] [9] [7] [9] Y PEOPLE MAKE QUALITY
Quality knowledge [6] Y
Teamwork structures [3] [5] [9] Y TEAMWORK
Internal and External co-operation [2] +/-
Internal quality information usage [4] Y MANAGEMENT BY FACT
Quality data and reporting [1] Y
Communication and improvement information Y MANAGEMENT BY FACT/
[5] MEASUREMENT
Y

Quality Improvement Measurement System [5]
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Process management [1] [2] Y
Process Control and Improvement [3] [7] Y :
SPC usage [4] Y ALL WORK IS PROCESS
Supplier management [1] [4] [7] +/-
Supplier relationships and partnerships [3] [5] +/-
Supplier support [8] +/-
External interface management [5] +/- | ALL WORK IS PROCESS/DELIGHT
THE CUSTOMER
Process measurement [9] Y MEASUREMENT
Evaluation and assessment [7] [9] | Y :
Feedback [3] +/- MEASUREMENT/CONTINUOUS
IMPROVEMENT CYCLE
Learning [2] Y :
Continuous Improvement [2] Y CONTINUOUS IMPROVEMENT
Corporate quality culture [5] +/-
' CONTINUOUS
Quality system improvement [3] [7] Y IMPROVEMENT/MANAGEMENT
. . BY FACT
Quality tools [8] Y CONTINUOUS IMPROVEMENT
Benchmarking [4] [9] Y CYCLE '
Product and service design [1] [4] [7] Y PREVENTION
Design and conformance [6] +/-
Inter-functional design process [3] Y PREVENTION/TEAMWORK
Role of the gquality department [1] N
Cleanliness and organisation [3] N
Inventory reduction [6] N
Technology management [9] N

Note: Numbers in brackets refer to the correspondent empirical study in Table 2.5.

Table 2.6. TQM critical factors in KBEM

As shown in Table 2.6, the large majority of the critical factors identified in the literature
are adequately covered in KBEM. The ones that do not find a good match in KBEM are
not, in fact, 'true' quality concepts, but rather form part of the quality infrastructure —
corporate quality culture, technology management, cleanliness and organisation — or refer
to particular outputs (inventory reduction). Concerning the role of the quality department,
though it is recognised that a structure for managing quality should exist, the current view
is that quality is everyone’s responsibility. It can also be seen that the CSFs proposed in the
literature have a strong focus on leadership and human resource management aspects.
Regarding leadership, KBEM proposes a much wider understanding of the concept,
embracing strategic and policy development issues as well. Other CSFs, such as internal
customer satisfaction and continuous improvement, in particular, are also more extensively

covered in KBEM.
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To reinforce the inclusiveness of KBEM, it is possible to compare its contents with those of
major quality award-based frameworks, such as the MBNQA and the EFQM/BEM.

Figure 2.3 and Figure and 2.4 depict side-by-side the core concepts of KBEM the and
respectively, the MBNQA and the EFQM/BEM criteria. To simplify the diagrammatic
representation, the KBEM principles are not explicitly included. However, since each

principle operates in two concepts, the former are indirectly represented.

Important similarities éxist between KBEM, the MBNQA and the EFQM/BEM. All of
them recognise that leadership plays the key role in creating the structures and
infrastructures necessary to support TQM. Moreover, they all stress the importance of
developing human resources and process management and emphasise, in this regard, the

criticality of education and training.

Figure 2.3 shows that is generally a good match between the MBNQA and KBEM (Kanji,
2002). KBEM does not have a “strategic planning” criterion, but most of the issues
proposed in the MBNQA model are covered in KBEM in the leadership dimension. As
Chapter 7 explains in detail, we think that this solution makes more sense, since strategic
‘planning is a major component of the leadership role. On the other hand, MBNQA does not
explicitly consider internal customers satisfaction, which, in our opinion, is a main
drawback. Furthermore, KBEM puts a greater emphasis on the creation of a continuous
improvement culture by incorporating two. criteria addressing this aspect: continuous

improvement cycle and prevention.
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Similarly, there are many commonalities between the EFQM/BEM and KBEM (Kanji,
2002). In this case (see Figure 2.4), there is not always a one-to-one correspondence, due
to the -differences in the models’ structure. The EFQM/BEM makes a clear separation
between enablers and results, and thus has in several areas (such as people) two criteria. In
KBEM Business Excellence is the fundamental outcome criterion, covering most of the
results part of the EFQM/BEM, with the possible exception of society results. This does
not mean, however, that concerns with the impact on society are absent from KBEM. They
need to be reflected in the organisation’s policy and strategy. In fact, in what this research
is concerned, the impact of Local Government in the community is so important that is at
the very core of the municipalities’ mission. Therefore, for the Local Government, in
particular, local communities, by the way they influence leaders’ actions and behaviours,
are a major part of the path towards Organisational Excellence. Finally, the dark grey areas
in Figure 2.4 also show that KBEM includes principles, such as prevention and teamwork,

which are not adequately covered in the EFQM/BEM.

As a measurement model, KBEM overcomes some important pitfalls that quality award-

based frameworks have in the measurement of OE (see section 2.4.1).

First, the use of an assessment tool in the form of a survey-based questionnaire (as it
happens within KBEM)), facilitates the self-assessment exercise (Lee and Quazi, 2001) and
removes part of the subjectivity of the scoring process associated with most quality award
frameworks. The possibility of customising the questionnaire to better fit the specificities
of each organisation also adds flexibility to the approach. Additionally, as Kanji (2002)
emphasises, KBEM generates results that can be replicated, generalised and compared over

time.

In KBEM, the interactions between the critical quality factors are clearly shown and
therefore it is possible to analyse how each TQM dimensions impacts OE. Moreover,
KBEM makes use of a methodology that permits to meaningfully define the weights to be

assigned to the various criteria.

Such methodology — the Structural Equation Modelling (SEM) —, which Chapter 5
describes in some detail, determines statistically how each dimension contributes to OE.

Furthermore, the coefficients of the model are estimated based on the actual data set
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obtained from each organisation, and, thus, are more representative of its reality than any

standard system of weights.

As explained later, SEM is a stochastic methodology that allows for uncertainty,
specification and measurement errors to be taken into account in the estimation process.
Moreover, since the relationships are determined simultaneously, the internal consistency
between the different parts of the model is ensured. Additionally, SEM handles
multicollinearity prbblems reasonably well. This is one important advantage, given the

expected strong interrelations between the TQM elements that form KBEM.

By explicitly examining the relationships between the critical factors, KBEM goes beyond
most of the empirical studies reviewed in Table 2.5. Because of its mathematical
formulation and its use of the SEM approach, KBEM can be extensively tested and

validated using data collected in different contexts.

At some extent, the superiority of SEM to represent and measure OE is demonstrated by its
recent use as a methodology to validate and potentially improve well-known quality
frameworks, such as the MBNQA and the EFQM/BEM. Some of the studies conducted

with this purpose were described in section 2.4.1.

KBEM, however, has not only the advantage of being a pioneer in this regard, but also of
using SEM capacities to the full, both at improving the quality of the measurement scales

and at measuring the levels of excellence achieved by the organisation in each CSF. -
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Figure 2.5 Comparative assessment of KBEM vs. major competing models

All in all, as Figure 2.5 illustrates (author’s own personal evaluation), KBEM was found to
be superior to other competing frameworks, since it adequately covers the key TQM
principles and complies with the main criteria of a scientific modelling approach. It is not
as well established as other frameworks, but this relative disadvantage is more than
compensated by the possibility it offers of simultaneously analysing performance in the
different CSFs, demonstrating causal connections among the model constructs and

measuring their collective impact on Organisational Excellence.

2.6. CONCLUSION

This chapter discussed the fundamentals of Total Quality>Management (TQM), seen, in

this research, as the main path to achieve Organisational Excellence (OE).

The contribution of different TQM practices to superior performance is, therefore, a major
topic of study. However, as emphasised in the literature, the lack of an integrated and
consistent TQM theory puts considerable difficulties in conducting sound and

generalisable empirical studies.

When reviewing the existing Business Excellence models, we found that some of the

frameworks are not comprehensive, while others, in spite of being conceptually embracing,
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do not make use of a sound methodology for empirical testing and validating the

relationships proposed.

Kanji’s Business Excellence Model (KBEM), on its turn, incorporates the main critical
success factors of TQM (including those of service quality), as proposed by major
researchers, and has the additional advantage of being validated by suitable data through
the use of appropriate statistical techniques. Its methodological support essentially comes

from the use of the structural equation modelling (SEM) approach (see Chapter 5).

To sum up, KBEM has several characteristics that make it appropriate to accomplish the

purposes of this research:

e It is comprehensive embracing the critical elements of TQM, including both "hard" and
"soft" quality management practices (Thiagarajan et al., 2001); '

e It is focused on both processes (the hows of OE) and results (the actual outcomes);

e It is holistic and, thus, consistent with our view of Local Government organisations as
systems made of parts that interact with another;

e Itis generic (since the TQM principles and core concepts are believed to be universal),
but can easily be customised in order to fit the Local Government context — its culture,
values, history, and stakeholders;

e It uses a sound methodology which, among other benefits, is able to verify the
reliability of the scales used in the measurement of OE;

e It is simple to use, in the sense that it has a clear structure and follows a straightforward
approach, which produces results that are easy to interpret;

e Since it is generic and leads to numerical scores for each critical factor and OE, its
results are comparable both within the organisation over time (to analyse improverrient
trends) and with other organisations (to support benchmarking); and

e It promises to be suitable for the Local Government, since previous Studies (Tambi,
2000; Lan, 2000) conducted in rather distinct contexts revealed that the constructs of

KBEM were valid and, potentially, good predictors of OE.

Additionally, as Kanji (2002) points out, KBEM is also the first ‘real’ improvement model,
since, besides assessing the organisation against a set of criteria, it highlights, in a concrete
- and measurable way, the consequences that changes in any model dimension have on

Organisational Excellence. As we argued earlier, models such as the EFQM/BEM or the
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MBNQA do not measure the interactions between the criteria and therefore make the

prioritisation among alternative improvement strategies difficult to establish.

Though we highlighted the benefits of choosing KBEM as the foundation for measuring
OE in the Portuguese Local Governmeht, there are certainly some drawbacks. For
example, if compared to the EFQM/BEM, KBEM is less well-known and consequently, at
first, it may not be so appealing to the Portuguese municipalities. Furthermore, KBEM was
never applied to the Public Sector context before and, thus, there is no previous evidence

that it properly represents the determinants of OE for the Local Government.

In the next chapter, we examine the application of TQM principles and concepts in the
Public Sector, in general, and in the Local Government, in particular. Given the lack of
empirical studies in this area, and the limitations of existent public service quality
frameworks, the importance of developing a model to measure OE -in the. Local

Government is demonstrated.

The results of the application of KBEM in the Portuguese municipalities are reported in
Chapter 6, where each of its principles and concepts is interpreted according to the

language, values and goals of the Local Government.
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CHAPTER 3. TOTAL QUALITY MANAGEMENT IN THE LOCAL
‘ GOVERNMENT:

Concepts, Challenges and Models for Implementation

If we accept that the principles underlying Total Quality Management (TQM) and
Organisational Excellence (OE) are universal (Kanji, 2002), there is no reason to believe
that they do not apply to the Public Sector in general and to the Local Government in
particular. The existence of common quality award frameworks for the manufacturing and
the service sector and for private, public and voluntary organisations (with just slightly
 different guidelines) further corroborates this view. Nevertheless, completely discarding
the existence of contingency variables would be unwise. Even if the principles are
universally valid, their interpretation and implementation must take into account the
specific characteristics of the organisation and of its environment, as suggested, among
others, by Dean and Bowen (1994), Moreno-Luzén and Peris (1998), Morgan and
Murgatroyd (1994).

Local Government institutions have an organisational structure, design, and working
practices that strongly reflect their bureaucratic legacy. Additionally, they face a complex
environment, dominated by social and political factors. This scenario requires TQM

principles and core concepts to be carefully interpreted.

The study of TQM and OE in the Local Government is particularly interesting, given the
wide range of services local authorities provide, the political dimension they necessarily
incorporate, and their visibility and impact on the communities they serve. Consequently,
the complexity of TQM implementation is significant, but so are the potential rewards of
OE for politicians, local government officers, and, most of all, citizens, who often

accumulate the roles of taxpayers, customers and electors.

Because they enjoy a relative degree of autonomy and independency (especially if
compared to Central Government agencies), local authorities are often pioneers in
introducing new methods of administration (Gaster 1996; Gabris et al., 2000; Skelcher,
1992a). They are closer to the citizens than any other level of Public Administration and

therefore tend to be more responsive and innovative.

According to this general tendency, in Portugal municipalities are, within the

Administrative Public Sector, forerunners in the adoption of new management practices,
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including TQM. This fact is confirmed by the examples given by municipalities that were
officially recognised, in the scope of the Portuguese System for Quality in the Public
Services, for their quality achievements, and by the large proportion of institutions
implementing (or prepared to implement) TQM approaches, as our exploratory study (see

chapter 4) demonstrates.

This chapter aims to contribute to a deeper understanding of the meanings of TQM and OE
in the Local Government, giving some insights into how their principles and core concepts
can be applied in practice. It also gives preliminary justifications for the adjustments to be

made in KBEM so that it can be applied to measure OE in the Portuguese municipalities.

3.1. UNDERSTANDING OF QUALITY IN THE PUBLIC SECTOR

Over the last decades, Public Services Quality became a politically fashionable issue, being

part of the agendas of most Governments around Europe.

Defining Quality in the Public Sector is more complex than it is the Private Sector, where
much of the quality language was originated. The concept has been associated with a wide

range of expressions:

e ‘value for money’, especially in the UK where the expression became very popular in
the 1990s. ‘Value for money’ suggests the idea of accountability (Dahlgaard et al.,
1998; Kirkpatrick and Lucio, 1995a) and highlights the importance of getting the best
standards of public service delivery for the money taxpayers pay;

e ‘put the customers first’, emphasising the need to think of service users in terms of
customers who have a voice and need to be invélved in the definition of what is to be
provided, when, how, and by whom (Skelcher, 1992a). In this perspective, Quality
equals customer satisfaction;

e ‘public service orientation’, which combines the rights of individual consumers to
high-quality services with those of citizens to be empowered and involved in the

* management and planning of public services (Kirkpatrick and Lucio, 1995b).

The main reservations about the applicability of TQM to the Public Sector come from the

 so-called argument of "public sector excepcionalism” (Kaboolian, 2000). As argued in the
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Introduction, we acknowledge the uniqueness of some public sector values and its distinct
political environment, but we also think that, at the operational level, public and private
organisations are much more similar. The importance of taking into conéideration public
sector values in the measurement of OE is further discussed in Chapter 7, within the
leadership model presented. The focus here is on the nature of the services provided and on

the distinct characteristics of some of its stakeholders.
Looking at the Public Sector it is possible to find (Gaster, 1995):

e services that are provided to everyone — universal services, such as street lighting;

e services that are only available to those deemed eligible (that is the case of most
welfare benefits);

e services that are imposed through legislation and from which no-one can be excluded
(such as defence and maintenance of public order);

e services that are demand-led (for example, primary health care);

e services that are rationed by resource availability (most forms of social care. for
example);

e services that are preventive (community development), and finally

e services that are available for all to use as they wish, usually for a charge (leisure

services, transports, etc.).

It follows that, although most Public Sector customers are voluntary, some individuals
have no choice but to receive some public services (Skelcher, 1992b). Additionally, many
public services are paid collectively through the tax system rather than directly financed by
the individual consumer. It must be noticed that even when fees and charges exist, they
may have different purposes (Skelcher, 1992a). Often they represent financial
contributions towards a service (on a full-cost basis or not), but they can also constitute
penalties or be imposed to limit demand (for example, pricing on parking meters in the city

- centre).

Nevertheless, as Morgan and Murgatroyd (1994) argue, the absence of a market for many
public services (at least in classic terms) or the existence of some atypical customers

should not prevent public sector organisations from fighting inefficiency and waste.
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In this sense, the possible benefits of TQM are equally valid in the Public Sector.
Although, if TQM is to be successfully implemented, some problems associated with the

quality terminology have to be discussed first.

Difficulties probably begin with the definition of ‘need’ (Sanderson, 1992), which public
organisations usually connect to allegedly objective criteria, by rcference to professional,
bureaucratic or legal standards (Skelcher, 1992a). This normative meaning may well differ
from that of ‘felt’ needs (Skelcher, 1992a) which are at the core of service quality in the

private sector.

Chapter 1 presented some alternative definitions of Quality, which, as a rule, are also

applicable to the Public Sector.

Defining Quality in terms of conformance has the main advantage of providing public
services with explicit standards, which tell customers and citizens what they have right to

expect and give specific basis for complain and redress. Moreover, standards provide

benchmarks for assessment and review (Gaster, 1995). These benefits explain the

tendency, also observable in Portugal, of introducing charters in the Public Sector.

However, the process of establishing standards is complex (Gaster, 1995). First of all,
standards need to be credible to be accepted. Moreover, they cannot be simply imposed.
Those who are actually involved in service production and delivery need to be involved.
Standards are often criticised because they frequently are defined centrally with little
regard to local circumstances. As discussed in Chapter 9, this last aspect explains why
performance frameworks imposed from the outside and relying on “blind cdmparisons” -

typically the case of the so-called “league tables” — face such a high resistance.

In the Local Government, “quality” is not a new concept but, in the past, was associated
with only partial (and not integrated) perspectives. Expressions such as ‘“quality
professionals”, “quality of care”, or “quality of representation” were quite usual

(Wilkinson et al., 1998, pp. 88-89), but little was known about Total Quality Management.

A number of features explain the distinctiveness of local authorities, namely (Appleby and
. Clark, 1997; Buxton, 1998; Donelly et al., 1995; Leach et al., 1994; Skelcher, 1992a;
Younis et al., 1996):
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e Political nature of Local Government (elected members exercise substantive powers
and are subject to public accountability for those powers);

e Diversity of the services provided and multiplicity of goals pursued (including broad
societal aims);

e Service customers profile;

e Distinct legal environment and strong statutbry constraints;

e Singular value-basis (in which concerns with equity and democracy are typically
included); and

e Geographical domain — local authority activities are usually confined to a particular

geographical area.

With reference to thé Local Government, in the UK, the Audit Commission (1988, quoted
in Sanderson, 1992) defines Quality mainly as “meeting customer requirements”.
However, this definition poses some problems. As Sanderson (1992, p. 22-23) puts it, “if
quality is defined solely in terms of customers wants and expectations, it will fail to
address the extent to which the wider needs of communities are met”. This means that
some public values, such as equality and equi’ty, can be at stake if this definition is not

dealt with care (see section 7.3 for further details).

In general, it can be said that local authorities customers want to be treated as individuals
and receive a service package that closely meets their particular requirements (Skelcher,
1992b). However, as citizens, they know that this has to be balanced with the need to

provide an equitable and fair service.

On the whole, the Public Sector scenario makes it more difficult to implement principles
such as responsiveness and customisation and reinforces the importance of carefully

interpreting some TQM concepts in the Local Government.

With this purposes, next section discusses the notions of ‘customer’, ‘client’ and ‘citizen’

of a local authority.
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3.2. THE ROLES OF CITIZENS, CUSTOMERS AND CONSUMERS

TQM consistently emphasises customer service and customer satisfaction as key

dimensions.

Identifying and characterising the customers of a local authority is not a simple task. As
mentioned before, some difficulties are due to the varied nature of the services provided. In

the local authorities’ case (Skelcher, 1992a):

e some services are free at the point of delivery (for example, maintenance of public
gardens, footpaths, kindergartens);

e some services are charged (such as building licenses, parking);

e access to some services is rationed (for example, housing); and

e it is impossible to restrict an individual’s use of or benefit from some other services

(such as street lightening).

Moreover, Local Government customers are not only the recipients of the services
provided, but also citizens who have the ability to influence the policy of the local
authority through political mechanisms. In addition, their role as taxpayers further

complicates their position as stakeholders.

As Ingraham (1995) stresses, each of these roles implies a different value perspective from
which public services are evaluated. Responsiveness, for example, will be essentially
valued from the recipients’ perspective while taxpayers will make their judgements

fundamentally based on productivity and efficiency.

It may also be argued that in the public services, the customer (at least the individual
“customer) cannot be always right (Elcock, 1996). The Public Sector has social and
collective purposes that may go beyond (and eventually be in opposition with) individual

preferences.

Citizens vs. Customers

There is an extensive and interesting debate concerning the existence of customers in the
Public Sector and whether the ‘customer’ concept enlarges or reduces the one of

‘citizenship’ (Ingraham, 1995; Kingdom, 1996).
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Skelcher (1992a) argues that citizenship confers a series of entitlements:

e to be aware of the main policies and decisions of the local authority;
e to be able to debate and discuss issues that the council is considering;
e to have the interests and concerns weighted by the council;

e to participate in the governance of the Jocal community;

o to judge the work of the council; and

e to vote.

Ingraham (1995) considers that the ‘citizen’ concept has a collective dimension, whereas

the notion of ‘customer’ is much more atomistic.

In Kingdom’s (1996) view, initiatives such as the Citizen Charter rather than enhancing
citizenship actually undermine it. The argument is that the Citizen Charter is a document
conferring powers, rights, duties and privileges to the atomised, individual shopper, rather
than to the citizen as a member of a community. In addition, the relationship between the
public service supplier and the customer becomes regulated, and, according to this
perspective, restricted by a contract (Elcock, 1996). Chandler (1996) further argues that

effective democracy cannot be based on a simple market-based contractual formula.

An alternative and more compromising point of view is that of considering that
“citizenship sets the context within which the customer/provider relationship takes place”
(Skelcher,‘ 1992a, p. 73). In this perspective, customers do not replace citizens. Both
coexist and, in our opinion, the development of active and close relationships between the

local authority and its customers, as TQM advocates, can in fact enhance local democracy.

Information Opinion  Discussion Customer/citizen Joint Decisions

provision by — surveys —®of local —® exploration of —® decision —Pdevolved to

local authority authority issues and choices  making customers/citizens
proposals

Figure 3.1. Forms of relationship between customers and local authority

(Skelcher, 1992a, p. 28)

As Figure 3.1 illustrates, deepest forms of interaction require citizens empowerment and
increasing participation in the decision making process. In this sense, TQM can, in our

view, contribute to operationalise some of the entitlements of citizenship.
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Customers vs. Consumers

There is an increasing tendency to refer to the service recipients and potential users of

public services as customers.

Some public sector customers are similar to those in the private sector paying directly or
indirectly for the services provided and received. Others are the recipients of services,
sometimes compelled, but make little or no financial contribution towards their provision.
Finally, some customers pay for public services that they cannot use because they not meet

~certain criteria (Donelly et al., 1995).

Therefore, it must be acknowledged that within the Public Sector it is difficult to establish
who the customer is by reference to a basic contractual market-based relationship
(Chandler, 1996). As described earlier, some services are peculiar and cannot be explained
in terms of simple supply/demand mechanisms. For example, there are collective goods
(such as clean air), where the State intervenes to secure a collective benefit; situations
where supply is rationed through a system other than the price; and also services where the

State is the unique provider.

The possibility of exercising market choice is what, according to some researchers,

distinguishes customers from consumers (Elcock, 1996).

In the traditional sense, the power of choice is limited for users of several Local
Government services, since local authorities are often the unique providers within the
corresponding geographic area. In Portugal, that is the case of services such as water
supply, sewage and refuse collection. In other areas, such as public transportation,

alternative providers can frequently be found.

It is important to notice that other mechanisms exist in the Local Government for
customers to exercise power and control, especially political accountability through the
electoral ﬁrocess. However, on a daily basis this ultimate mechanism is of limited value.
We believe, as discussed in Chapter 8, that the regular involvement and participation of
citizens in Local Government activities and processes is the best instrument to ensure that
it stays accountable and responsive to their needs and demands. In any case, with the

introduction of the ‘customer’ concept in the Public Sector, political accountability is
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increasingly being complemented by direct accountability to the users of public services

(Younis et al., 1996).

Some authors (Elcock, 1996; Hunt, 1996) argue that the notion of ‘consumer’ is more
embracing than that of ‘customer’, in the sense that customers only act through market
mechanism, whilst consumers may participate in collective decisions about service
provision. However, this argument can be contested. The concept of customer associated
with the quality management theory is, in our view, sufficiently broad to reconcile these

opposed standpoints.

Internal customers

TQM regards employees as customers whose needs must be taken into account and

satisfaction measured on a continual basis.

In the UK, the contracting culture that emerged in the 1980s made local authorities aware
of internal relationships between client departments and direct service organisations

(Skelcher, 1992a).

In Portugal, this contracting tendency was much more attenuated and, therefore, these
notions less familiar. If, in some instances, the term ‘customer’ is not yet fully accepted
and used, seeing Local Government staff as ‘internal customers’ is, according to the results

of our exploratory survey (see Chapter 4) even more unusual.

Because the use of the word ‘customer’ still raises some concerns and misunderstanding
among Portuguese municipalities, it was replaced in. the questionnaires used in this
research by the term ‘citizen’ or ‘service user’, except when it was felt it was absolutely

necessary to directly confront municipalities with the ‘customer’ concept.
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3.3. THE POLITICAL DIMENSION OF TQM IN THE LOCAL GOVERNMENT

Public organisations exist in order to achieve public purposes defined collectively by
political processes (Kaboolian, 2000). Therefore, the debate over the nature of public

service quality is a debate over the values of the public sector (Wilkinson et al, 1998).

For the Local Government, this reasoning is particularly applicable. In fact, the political
dimension of Local Government institutions is at the core of their missions and constitutes

an essential element of democracy.

Therefore, the introduction of any major change, such as the implementation of TQM,
cannot ignore the role of political values, local parties, and other political groups
(Wilkinson et al., 1998). Different views about the nature of Government necessarily have '
an impact on the emphasis given to different TQM approaches and concepts.
Consequently, TQM in the Local Government must take into account the mediated effects

of political variables and processes.

Local authorities are recommended to follow TQM approaches that are compatible with
their missions, roles and particular circumstances of the environments in which they

operate (Sanderson, 1992).

To be successful, TQM needs to have the overall support of the political leadership of the
municipality. The presence of a high degree of conflict among elected members may
become dysfunctional and, by undermining trust, dramatically reduces the capacity of

managers and staff to implement reforms (Gabris et al., 2000).

Community government, which “aims to assist groups and individuals to identify their
common interests and take a more active part in shape the decisions that affect them”

(Skelcher, 1992a, p. 79), is achieved through citizenship (Stewart, 1995).

Implementing TQM requires municipalities to change their balance of power in favour of
citizens and of those who use and experience the services they provide. In this sense, TQM
can foster local democracy by encouraging citizens' empowerment and contributing to
overcome the prevalent view that the political process is almost impenetrable. On their
turn, empowerment and active participation force local authorities to be more responsive to

citizens’ needs and demands.
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TQM in the Local Government must recognise that customers are also citizens with a
legitimate interest in and a right to influence decision-making. As Gaster (1996) notes,
“(q)uality policies can bring local government and the people it serves close together

through a focus on consumers and citizens”.

Similarly, some political reforms facilitate TQM implementation. This is typically the case,
for example, of decentralisation, which, according to Skelcher (1992a) offers opportunities

for:

e clected members to interact more with customers and citizens;
o resource allocation and service policy decisions to be increasingly more sensitive to
local needs; and

e Dbetter citizens' access to political processes and decision making forums.

By emphasising the importance of pyolitical values, promoting the participation of citizens
and other stakeholders, and stressing the criticality of political and managerial leadership,

TQM, we believe, can reflect and enhance the democratic basis of Local Government.

We will return to these issues in Chapter 7, where the Leadership roles in establishing and
communicating the organisational values, defining the mission and gaining stakeholders

support for pursuing the vision are discussed.

3.4. DRIVING FORCES FOR TQM IMPLEMENTATION

Several pressures explain the Public Sector interest in introducing TQM (Gaster, 1995;
Kaboolian, 2000; Loomba and Spencer, 1997; Moon and Swaffin-Smith, 1998; Morgan
and Murgatroyd, 1994; Redman et al., 1995; Sanderson, 1994; Smith, 1993).

With reference to the Local Government, the literature identifies several elements that have
been contributing to raise TQM awareness among local authorities. Appleby and Clark

(1997) summarise those forces as follows:

e the rise of customer expectations;
e constraints on spending, which force local authorities to focus on value-for-money

and encourage them constantly to improve the efficiency of their operations;
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e governmental policies — modernisation programmes, decentralisation efforts, etc;
and
o the politicization of Quality, with all the major political parties promoting Quality

in the Public Services.

Legislation changes, especially those that increase customer choice, also play an important
role (Redman et al, 1995). In fact, new legislation has often introduced in the Local
Government some kind of competition between service providers, the ultimate example
being the CCT regime in the UK. In other instances, the aim of the new legal frameworks
is to promote customers’ and citizens’ involvement in the processes of planning and
delivering public services. Citizens Charters are possible examples of this type of

initiatives.

As our exploratory study reveals (see Chapter 4), there are other possible motivations to
adopt TQM in the Local Government, including the desire to improve local officers
productivity (Berman and West, 1995) and staff demands for greater autonomy and

increasing participation in management decisions (Moon and Swaffin-Smith, 1998).

It is possible to argue that conflict sometimes exists between TQM driving forces. The
most typical example is the contradiction that often arises between reducing spending
(cutting-costs) and improving the quality of the services provided. TQM clearly requires
large investments that are difficult to be made with shrinking resources. Additionally,
éompetition for scare resources usual]y‘ creates fears about performance assessment,

openness and iransparency, thus jeopardising the pillars of TQM.

The appeal of TQM for Local Government organisations is, nevertheless, strong and offers
the promise of solving some of these tensions, at least in t'he medium-term. Similarly to
what has been experiénced in the private sector, TQM can lower operational costs,
improve public services, and increase employee morale (Dean and Helms, 1996). The
same view is shared by other researchers (Kaboolian, 2000; Redman et al., 1995) who
argue that TQM potentially leads to more satisfied customers and citizens, more
challenging and self-rewarding jobs, less waste and increased economy and efficiency.
Overall, TQM is perceived by the Governments of many different countries as
indispensable for the modernisation processes that will make Public Administrations more

effective and fiscally responsive (Hyde, 1992).
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3.5. BARRIERS FOR TQM IMPLEMENTATION

The relative late arrival of TQM principles and concepts to the Public Sector is usually
attributed to the inexistence, especially until the reforms carried out in the 1980s and 1990s
(see Chapter 1), of strong external agents for improvement, with a particular emphasis to

competition.

Obstacles to TQM implementation in any context include (Allen and Kilman, 2001;

Loomba and Spencer, 1997; Salegna and Fazel, 2000):

e Lack of a company-wide definition of Quality;
e Lack of a formalised strategic plan for change;
e Tack of a customer focus;

e Poor inter-organisational communication;

e Lack of real employee empowerment;

e Lack of employee trust in senior management;
e Inappropriateness of the rewards system;

e View of quality as a quick fix program;

e Lack of holistic approaches to TQM;

e Focus on short-term financial results;

e Lack of time to dedicate to quality initiatives; and

e Lack of leadership.

Giving quality initiatives time to produce results is a major issue for successful TQM
implementation. Rather than a quick fix for organisational problems, TQM needs to be
regarded as a comprehensive and long-term management strategy, be allocated with
sufficient resources and, above all, receive clear and visible commitment from top

managers (Grant et al., 1994; Gunesakaran et al., 1998).

It is predictable that most of these barriers are equally valid for the Public Sector context.
Several studies (Chen and Sawyers, 1994; Dewhurst ef al., 1999; Hyde, 1992; Madsen,
1995; Radin and Coffee, 1993; Smith, 1993; Swiss, 1992) have confirmed the existence of
~ such barriers and identified some others that are particularly relevant to public

organisations. A possible list of such obstacles would include:

e Political power and group influences;
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High environment uncertainty;

Difficulty in assuming a long-term commitment to TQM;

Multiple accountability mechanisxﬁs;

‘Sectorialism’ and departmentalisation;

Lack of comprehensive management education;

Irregular top management support;

Lack of customer orientation;

Excéssive emphasis on inputs (in detriment of processes and outcomes);
Need to ensure compliance with strict rules and regulations;

Lack of clarity in the performance measurement systems;

Lack of internal drive and motivation to improve processes and raise productivity; and

Scarce resources for the required investments.

With special reference to the Local Government, potential problems for TQM

implementation comprise (Appleby and Clark, 1997; Skelcher, 1992a):

Unfamiliarity with market research methodologies and public opinion studies as tools
to evaluate service quality and gather customers’ views;

Accessibility deficiencies — services tend to be centralised, with unsatisfactory
operating hours and an uncomfortable and intimidating enviromﬁent in waiting areas;
The provision of information to external parties is usually complex and detailed,
written from the perspective of bureaucratic defensiveness rather than with the aim of
assisting customers;

Measurement of performance dominated by indicators that do not reflect customer
concerns;

Dominance of public managers who are experts in their professional area but do not
have an integral view of the local authority;

Tradition of following rules, not listening to customers; and

Strong internal divisions between functional areas (tradition of departmentalism and

dominance of professionalism).

As a consequence of these adversities, quality initiatives in local authorities are often

fragmented and the result of individual efforts, as opposed to consequences of a strong and

deliberate organisational strategy. Without a complete and truthful organisational
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commitment, these initiatives are unlikely to prevail and individuals who were leading

these efforts will soon become disappointed and unmotivated.

The lack of strategic planning and of a long-time vision is a major impediment for
successful TQM implementation. As Skelcher (1992a, p. 114) stresses, “a strategy for
quality is essential as a means for implementing corporate intentions and supporting

individual initiative”.

This is clearly not a problem unique to the Public Sector. However, it seems to be
particularly pertinent in the Local Government context, where political factors add to the
complexity of purposes and to the diversity of stakeholders’ pressures. As Morgan and
Murgatroyd (1994, p. 178) argue, “(t)he short-term focus of most government initiatives is
a function of their time in the office”. While TQM requires a long-term vision, one-year
budget cycles further contribute to this short-term perspective (Chen and Sawyers, 1994;
Radin and Coffee, 1993).

Quality objectives need to be integrated in the overall strategy of the local authority. In this
sense, quality concerns and values should be part of the political agenda and translated, by
the managerial leadership with the participation of all organisational members, into

concrete and measurable objectives.

Strong departmentalisation, which is a characteristic of bureaucratic structures, is a key

barrier to inter-functional cooperation, as advocated by TQM.

In the Local Government, departmentalisation is often associated with the power of certain
groups or professions within the organisation. The ethos of professionalism is frequently
referred to as a main barrier for TQM implementation in local authorities (Morgan and
Murgatroyd, 1994; Wilkinson et al., 1998). In the Portuguese Local Government, we
believe this issue does not assume such a prominent role, since loyalties to specific
occupational groups and professidnal cultures do not seem to be very strong. Not only, as
shown in Chapter 1, Local Government in Portugal employees a relatively low-qualified
workforce, but also areas typically associated with this ethos of professionalism (such as

education or healthcare) are still a small part of its activities.

Furthermore, poorly connected agency cultures and a strong tradition of isolation pose

difficulties to networking in the Public Sector (Luthy, 2000).
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Empowerment is another idea of difficult implementation in the Local Government. It
means transferring part of the control from the top management to the employees and this
goes against the long tradition of centralisation prevalént in the Public Sector. As Hogett
(1991, quoted in Reed, 1995, p.50) points out, what is at stake is a fundamental shift in the
focus of control “from a concern for internal methods and procedures to a concern for

results”.

Empowerment assumes that a degree of operational autonomy can be exercised, with
control becoming “both devolved and remote” (Reed, 1995, p. 50). This represents a
significant challenge for public sector managers, who are often reluctant to “give up the
situational power they have achieved by rising through the bureaucratic hierarchy of the

organisation” (Morgan and Murgatroyd, 1994, p. 150).

Have confidence in employees

Give freedom and autonomy

Set inspirational goals

Use position power prudently and positively
Limit use of coercive power

Empowerment

A

h 4 Secure top management support
Minimise employees’ Encourage participation
resistance to change  |q— Foster open communication
Reward contributions

Figure 3.2. Employees’ empowerment and resistance to change

(Adapted from Pheng, 1998)

Pheng's (1998) model (see Figure 3.2.) emphasises that empowerment and employees'
adaptability to change are strongly associated. A closer look at the forces that drive
empowerment suggests a strong conflict with the traditional (bureaucratic) public sector
culture, where the power conferred by the hierarchical position dominates and lines of
communication are long and vertical. This also brings negative consequences in terms of
information disclosure, regarded as essential for TQM implementation (Cameron and

Barnett, 2001; Mehra et al., 2001).

The role of reward systems in supporting TQM, as. investigated by Allen and Kilman
(2001), is particularly pertinent in the Public Sector, where rewards are traditionally tied to

individual performance and almost exclusively based on productivity goals. Such systems
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difficult the implementation of key TQM principles such as teamwork and customer focus.
In fact, the effective use of teamwork demands a shift from individual- to group-oriented
incentive systems (Hyde, 1992; Ingraham, 1995; Morgan and Murgatroyd, 1994; Mehra et
al., 2001), while customer focus calls for new performance measurement and appraisal .

criteria.

In the case of the Portuguese Local Government, leaders and top managers have‘ little
freedom to make changes in the reward system, because local government officers are
public civil servants, who must be paid and progress on the career according to very strict
rules, decided for the Public Administration as a whole and essentially based on seniority
and academic qualifications. Even so, managers still have at their disposal a range of
intrinsic rewards (not related to pay or compensation issues), which they can use to
encourage appropriate behaviours. According to the results from our exploratory study (see
Chapter 4) — which confirms the lack of other forms of motivation — municipalities in
‘Portugal are, in effect, using no monetary forms of recbgnition, such as plaques, letters of

appreciation, and praise, as means of rewarding relevant contributions to TQM.

Overall, the inexistence of an appropriate organisational culture is often mentioned as the
major impediment to TQM success (Salegna and Fazel, 2000). Next section briefly
~ addresses the issue in a Public Sector traditionally dominated by bureaucratic

organisations.

3.6. PUBLIC SECTOR CULTURE: FROM A BUREAUCRATIC TO A QUALITY
CULTURE |

It is beyond the scope of this research to discuss in detail the concept of culture. A brief
review of the debate around the definition of organisational culture reveals that it
essentially deals with values and horms that give organisations identity and guide their
members’ behaviour. In accordance, Shein (1985, quoted in Cooke, 1992, p. 143) defines
culture as “the deeper level of assumptions and beliefs that are shared by members of an
organisation, that operate unconscientiously, and that define in a basic ‘taken for granted
fashion’ an organisation’s view of itself and its environment”. Culture is further

communicated and reinforced by the organisation’s structure, systems and procedures,
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Stories and legends, formal statements of philosophy and policy, and the physical

environment (Dale et al., 1997).

Parker and Bradley (2000) call attention to the fact that many changes taking place in the
Public Sector are introduced overlooking cultural aspects, which, as the authors emphasise,

are central to the success of any process of change.

As discussed in the Introduction, the traditional model of Public Administration exhibits
the following characteristics (Weber, 1964): emphasis on norms and written procedures;
authority based on formal discipline; neutrality; work specialisation; pronounced
hierarchies; and clear system of careers and remuneration. This description corresponds to
what Parker and Bradley .(2000) designate as the “hierarchical culture” model, which,
given its reliance on formal structures and procedures and its emphasis on stability,
predictabiiity and standardisation, is increasingly regarded as inflexible and unable to cope

" with rapidly changing environments.

Public sector bureaucracies are further strengthen by principles of “equal treatment under
the law”, norms of democratic control, and reporting requirements (Nielsen and Hgst,

2000).

Over commitment to rules and regulations makes public sector bureaucracies very resistant
to change (Morgan and Murgatroyd, 1994) and excessively inward-looking (Ingraham,
1995). As Jones (1999) points out, bureaucratic and hierarchical structures easily become
self-serving, non-responsive and ineffective, with little regard to what happens around

them.

This does not mean, however, that the bureaucratic model has no strengths. In fact, even
from a TQM point of view, it offers some contributes, by encouraging roles, responsibility
and accountability to be clearly defined, work processes to be mapped and analysed, and,

outputs consistency, standardisation and conformity to be pursued (Crooke, 1992).

The problem is that it also promotes a culture characterised by high centralisation and
formalisation, where precise specifications and authority based on job descriptions
dominate. Accordingly, public bureaucracies are associated with impersonal attitudes of
public officials (Sanderson, 1994) and heavily dependent on hierarchical controls. Because

functions are separated rather than integrated, conventional bureaucracies make individuals
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pursue subunits- and self-interests with little regard to interdependencies (Durant and

Wilson, 1993).

It is obvious that this type of culture does not fit well into many TQM principles and

practices.

TQM takes organisations into “a new landscape where authérity, decisions, and innovation
are’ much more widely shared“ (Grant et al., 1994) and that is clearly against the
fundamentals of bureaucracy. In fact, quality management directly challenges “the
dominance of the bureaucratic culture and provider power” (Reed, 1995, p. 57), and
advocates devolution of both power and authority to frontline workers (Ingraham, 1995).
The involvement of all members in information gathering, problem identification and

decision-making, as TQM proposes, is a dramatic departure from the traditional patterns of

hierarchical communication, specialisation and departmentalisation.

TQM principles need to be aligned with the organisational culture (Dean and Helms, 1996;
Gaster, 1995; Loomba and Spencer, 1997; Moon and Swaffin-Smith, 1998; Salegna and
Fazel, 2000).

As Sureshchandar et al. (2001) highlight, a strong (quality) culture is deeply associated
with the existence of a common vision that encourages people from different functions to
work together towards collective goals. A culture that effectively supports TQM mainly
involves the existence of shared values and beliefs, trust and mutual respect, empowered
employees and an attitude that favours continuous improvement and risk-taking, based on

open and honest communication (Salegan and Fazel, 2000).

Cultural change is often mentioned in the literature as an important aspect of TQM
implémentation. However, changes in the organisational culture are very complex and
must be dealt with extremely caution (Dale et al., 1997; Durant and Wilson, 1993). As a
significant body of literature highl'ights, culture is part of an organisation identity, and,
therefore, is deeply rooted in its norms and values. Changes at this level, can easily cause

feelings of threat and fear.
Dale et al. (1997) enunciate several mechanisms for cultural change:

e what leaders pay attention to;
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e how leaders react to crises and critical incidents;
e role modelling and teaching by leaders;
e criteria for allocating rewards and determining status; and

e criteria for selection, promotion, and termination.

In synthesis, TQM requires a change in the culture prevalent in the Public Sector that is
cbmplex and unlikely to happen without the permanent, consistent and visible engagement

of political leaders and managers.

3.7. CURRENT MODELS FOR QUALITY MANAGEMENT IN THE PUBLIC
SECTOR

Little research and few solid theories exist on how to achieve OE in public management.
Attention is usually focused on overall political and structural reforms rather than on the
management approaches required for success within individual units of public service

(Ingstrup and Crookall, 1998).

Several approaches exist for the implementation of quality management in the Public

Sector.

The establishment of quality standards, as mentioned in Chapter 1, is a way many
governments found to promote quality in the public sector and held public organisations
accountable to achieve certain levels of service. As Kirkpatrick and Lucio (1995b)
emphasise, by following such approach public services are forced to conform to technical
specificatioﬁs and, at the same time, to ensure that resources are used as efficiently as

possible to meet those standards.

A path chosen by some public organisation is the implementation of Quality Assurance

programmes, mainly with reference to the ISO 9000 series.

As stressed earlier, various public sector organisations have also adopted quality award-
based models to guide their improvement efforts. With respect to these frameworks
(briefly analysed in the previous chapter), it is worthwhile to remind that, while the
MBNQA does not comprise public institutions applicants, the EFQM/BEM has since 1996

a specific award category dedicated to public sector institutions. In the US, there are,
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nevertheless, several awards at the Federal and Local Government levels, inspired in the
general MBNQA framework, which distinguish outstanding public sector organisations.
Yet, even when within those quality award-based frameworks specific ‘guidelines for the
Public Sector exist (as it happens in the European Award case) adjustments and

adaptations are limited to minimal changes in the terminology used.

The lack of more detailed indications on how to implement TQM in Public
Administrations led'to the publication by the European Union in 2000 of the so-called

Common Assessment Framework (CAF, 2000) which proposes to:

e serve as an introductory tool for public administrations who want to improve their
managerial skills and conduct self-assessment according to a set of TQM principles;

e provide a basis to compare ahd integrate various quality management models and
methodologies that have been used in the various EU countries;

e to encourage benchmarking between public sector organisations across Europe.

The CAF incorporates the main features of both the EFQM/BEM and the Spe)'/er model. It
intends to be a simplified version of the EQA approach, covering exactly the same criteria
and pointing out the main issues which should be considered within each of these areas.
Probably, the main contribution of the framework comes from the interpretations done for
each criterion, specifically explaining what public organisations are expected to do for

implementing it and providing examples of possible indicators of constructive action.

However, suffering from the same measurement deficiencies pointed to the quality award-
based models (see section 2.4.1), the CAF does not constitute by itself a suitable model to

objectively analyse the drivers of OE i‘n the Public Sector.

In the private sector, considerable research has been carried out in the way service quality
can be assessed and measured. For the reasons explained before (namely the existence of
multiple stakeholders, conflicting goals and complex lines of accountability), the Public

Sector poses additional problems to this assessment.

Yet, important attempts have also been made to define and measure Public Service
Quality, most of them using and/or adjusting models developed in the private sector

context.
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Among these, probably the most popular is th¢ Parasuraman- Zeithaml-Berry model (or the
SERVQUAL model), which was described in section 2.2. Examples of its application in
the Public Sector have been reported in the literature (Curry and Herbert, 1998;
Wisniewski and Donelly, 1996).

However, since in this research our aim is not to measure the quality of a particular product
or service, but rather to identify and validate the determinants of OE as whole (i.e. at the
organisational level), models such as the SERVQUAL, which unit of analysis is the service

provided, are not adequate.

Other researchers have attempted to identify the CSFs for OE in the Public Sector, but

often did not validate them empirically or integrate them in a conceptual model.

Five attributes characterise well-performing public organisations, namely (Ingstrup and
Crookall, 1998): |

¢ Emphasis on People - who are challenged, encouraged, developed and given the power
to act and to use their judgement; |

o Participative Leadership - leaders envision an ideal organisation, define its purpose and
goals, and use them to foster commitment. Collaboration, at all the stages.and levels, is
valued and encouraged;

e Innovative Working Styles - staff learns from actions and mistakes, and looks for
creative solutions to the problems;

e Strong Client Orientation; and

¢ A mindset that seeks optimum performance (i.e. Excellence).
Similarly, public agencies need to (Ingstrup and Crookall, 1998):

e demonstrate their commitment to values;
e serve the public;

¢ have an empowered staff;.

e develop shared leadership; and -

e show dedication to public service.

Based on public sector managers’ experiences in different places of the world, Ingstrup and

Crookall (1998) identified nine common features associated with superior performance —
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mission; leadership; accountability; people; communication; trust; management tools;

teamwork; and change management. Those characteristics, which need to be
simultaneously addressed, were then aggregated into three (mutually reinforced) pillars
that the authors believe support success in well-performing agencies (Ingstrup and

Crookall, 1998):

e Aim - top public agencies know clearly the direction they are headed in;

e Character — they have a strong sense ‘of who they are and what is important. That
organisational character is communicated internally and externally. There is a high
degree of trust and a desire to learn; and

e Execution — these organisations get things done, achieving their aim and demonstraﬁng
their character through the use of a broad array of management tools. They innovate

and realise the value of working in teams.

The Federal Quality Institute in the US (Hyde, 1992; Lin and Ogunyemi, 1996) enunciated,

in 1991, seven operating principles to implement Quality in the Public Sector:

. | top management support and personal leadership;

e long-term strategic planning for the implementation of TQM throughout the
organisation;

e customer focus;

e measurement and analysis of products and processes so that progress can be monitored
and improvement opportunities identified;

e employee training and recognition;

- o empowerment and teamwork; and

e quality assurance. .

Morgan and Murgatroyd (1994) summarise, as follows, what they regard are the core

constructs of TQM across Government:

 Vision and strategy; ,

e Policy deployment (ensuring that vision and strategy are translated into outcome-
focused plans);

e Measurable goals;

e Quality structure and support (quality efforts need to be managed and coordinated);
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e Empowered teams;

e Data-based decision making;

¢ Managerial commitment and communication;
e Rewards and recognition system alignment;

e Stakeholder focus; and

e Training.

Smith (1993) describes the elements that must be managed simultaneously in an effective
TQM effort (see Figure 3.3).

Service
strategy

A
\ 4

Figure 3.3. Elements of TQM in the Public Sector
(Smith, 1993)

As the figure above shows, an adequate service strategy requires understanding the
environment and knowing what customers want and expect. Additionally, people and
systems must be aligned to support the service strategy. The links between these elements
are however not clear. Moreover, analysing people and systems as separate constructs, in
our opinion, can be conceptually criticised. Finally, Smith’s (1993) approach does not
explicitly address the Public Sector context and how it impacts each component of the

model.

Based on the TQM dimensions that have been consistently proposed in the literature (see
Chapter 2), Dewhurst et al. (1999) selected ten TQM elements and analysed their

relevance for public sector organisations. The dimensions chosen were:

e top management support;
e customer relationship;

e supplier relationship;
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e workforce management;

¢ employee attitudes and behaviour;

e product and/or service design process;
e process flow management;

e quality data and reporting;

¢ role of the quality department; and

e benchmarking.
Nevertheless, the authors did not empirically test the significance of these dimensions;

neither did they propose any relationships between them.

Among the limited literature available on Quality in the Portuguese Public Sector,

Gongalves and Monteiro (1999) list the following critical success factors:

total leadership support and commitment;

e definition of vision, strategy and goals; |

e results assessment and monitoring of progress;

e focus on process improvement;

e emphasis on the issues that have a major impact on customer/citizen satisfaction;
e clearly defined responsibilities;

* regular, open and transparent communication; and

e education and training focused on the organisation’ needs and objectives.
Nevertheless, no attempt was made to integrate them in any conceptual framework.

With reference to Quality in the Public Sector, one of the few existent models was
proposed by Gaster (1995). Her model (see Figure 3.4) puts the stakeholders at the core of
policy development in the Public Sector and emphasises the importance of establishing
organisational values in line with quality management principles. It also highlights the |
need to create a continuous improvement cycle — defining goals, measuring and monitoring

them, establishing improvement programmes and setting new and more demanding goals.‘
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Decision to initiate
quality policy

Statement of

organisational
values
Evaluate Decide strategic
- achievements and organisational
& decide next areas values
= for improvement .
o
= )
:g Citizens Define desired
efine desire
a Monitor and Consumers service quality
measure quality Front-line staff
B Policy makers
= Other interests
o]
o
Negotiate detailed Diagnose present
quality standards service quality

Decide how to

improve quality

(operational

obiectives)

Action and .
monitoring Form quality
teams
; 1\ ./
o
5 Timetable and Problem solving
< targets techniques
\ Priorities for /
action

Figure 3.4. A model for service quality
(Gaster, 1995, p. 6)

The model has two main advantages: to clarify the relationships between different parts of
the policy process; -and to stress that performance measurement must take into
consideration the values and objectives of the public organisation. Although, as the
complexity of the framework illustrates, Gaster’s (1995) model has a reduced explanatory
power and involves too many factors, making its use as a prescriptive tool difficult.
Furthermore, it assumes a degree of rationality in policy implementation that in reality is

rarely possible.

The UK's Audit Commission (1993, quoted in Younis et al., 1996) developed a framework

that can be used by Public Sector organisations as a "quality map" to evaluate quality
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