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ABSTRACT 
 

The purpose of this paper is to perform an analysis of the history of the Total Quality Management (TQM) in the 
private sector, taking a closer look at its five stages in the Western hemisphere: quality inspection, statistical quality 
control, system-oriented quality assurance, company-wide quality control, total quality management.  
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1. INTRODUCTION 
 

(Total) quality management has its roots in the 
private sector, as do so many government reforms. Thus, 
it may be beneficial to analyse the “history” of TQM in 
the private sector in order to improve our understanding 
of the potential and limits of TQM. As table 1 shows, 
TQM is the last development in the evolution of quality 
management systems in the private sector at present. It 
follows from the trajectory of quality management 
systems that TQM is unlikely to be the final answer to 
quality management. As environmental conditions 
continue to change gradually, there will also be the need 
for a new quality management system. 

The history of private sector quality management in 
the Western hemisphere can be divided into five phases: 
 
2. QUALITY INSPECTION 
 

The starting point of private sector quality 
management was the breakdown of the Japanese 
telephone network after World War II (Ishikawa, 
1985:15). The American Allied Forces, as well as 
Japanese industry, regarded the low quality of the 
telephone network as the main reason for this problem. 
As a consequence, efforts were made to apply modern 
methods of quality inspection. This meant that 
monitoring activities became the exclusive task of 
additional hierarchical and functional units. 

Quality inspection had a purely technical function: 
it had to detect the good products and let them pass and 
had to stop the bad product. The percentage of 
unacceptable products determined the quality of the 
production. Quality consisted of “conformance to 
requirements” (Crosby, 1979:17), specified as a list of 
technical characteristics. Since quality inspection 
focused on the final product solely, it usually had no 
implications for productivity. 

The main management instruments were technically 
specified norms and standards that helped to carry out 
inspections correctly. All in all, quality inspection had an 
important function in creating common industrial norms 
in post-war Japan and later in the U.S. and Western 
Europe (Wongigeit, 1994:34). Nevertheless, quality 
inspection suffered from the fact that total inspection of 
all products was impossible and that conclusions from 
small samples were not representative. As a result, the 

ratio of detecting defects by quality inspection was low 
and quality inspection therefore inaccurate. 
 
3.  STATISTICAL QUALITY CONTROL 
 

In order to overcome this problem quality 
inspection was further developed to statistical quality 
control. 

This phase of quality management was strongly 
influenced by the U.S. quality expert Deming.  

Deming stressed the importance of variation 
problems and its causes. In particular, he distinguished 
between systematic mistakes caused by men or machines 
and random mistakes like bad quality input factors. The 
main management instruments were statistical methods 
like sampling methods. The mass production of 
armament during the Second World War also 
encouraged statistical quality control in the U.S. and 
Great Britain (Zink and Schildknecht, 1992:76). 
Statistical quality control still focused on the end product 
and was the task of specialized inspection departments. 

The environment of these early quality management 
systems was characterized by the “basic needs era” 
(Reiss and Zydromomyslaw, 1994:34). This meant that 
the fulfilment of basic needs had first priority in terms of 
individual goals which was made possible by mass 
production on large scale. On markets, the price was the 
decisive competitive parameter. In terms of quality, the 
goal function of producers was to produce a certain level 
of quality at least cost. 

This concept of quality and quality control is only 
adequate for goods which the producer can specify 
before sale (and the consumer can investigate the 
characteristics before purchase). Nelson (1979) defines 
this type of goods as search goods. The Ford Tin Lizzy 
would clearly fall into this category, to give one 
example. This producer-oriented perspective 
(Bouckaert, 1992:7) defined quality at the output level as 
a set of features of a good or service corresponding to a 
predetermined description of the good or service to be 
produced. 

Quality, in this sense, was an objective concept 
(Bouckaert, 1992:7) since the judgment on quality was 
based on quantitative data. Specialized functional 
divisions were responsible for the assessment of product 
quality, which is a third-party assessment from the 
workers’ perspective. At the same time, it is a static view 
that emphasizes technical conformance, no matter how 
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much the specification for a product may have become 
inappropriate for the circumstances in which this product 
must now be used. 
 
4.    SYSTEM-ORIENTED QUALITY ASSURANCE 
 

In the 1950s, environmental conditions changed. 
Successful organisations now had to manage external 
rather than internal systems (Walsh, 1991:504). The 
meaning of quality therefore shifted to quality as “ fitness 
for use” (Juran, 1979a:2). This definition of quality 
means meeting the objectives of the various customers. 
In order to do so, quality management in Japan then 
turned to quality assurance which “ is broadly the 
prevention of quality problems through planned and 
systematic activities” (Oakland, 1993:15). 

The focus is no more on the final product but on the 
production process. Quality improvement takes place by 
root cause analysis (Juran, 1979b:16-9 – 16-44). The 
aim is to raise product quality continuously and to adapt 
it to the changing needs of customers. 

The behaviour of customers is determined by 
increasing material well-being and forming a critical 
attitude towards technical progress in the “growth era” 
(Reiss and Zydromomyslaw, 1994:34). Markets are 
characterized by globalization and shorter product 
cycles. Low prices are no more sufficient to attract 
customers in buyer markets. Quality has become a 
competitive parameter and a strategic goal for 
companies. The types of goods being produced have also 
changed: with the service sector becoming larger at the 
expense of the industrial sector, experience goods 
(Nelson, 1979) become more and more important. 

Experience goods are those which are impossible, 
impracticable or too expensive to investigate before 
purchase. 

This has several implications for the judgment of 
quality which becomes a function of individual 
perceptions and expectations. This “consumer-oriented, 
subjective quality” vision (Bouckaert, 1992:8) measures 
quality at the effect-level as the “fitness for use” (Juran, 
1979a:2). Even though system-oriented quality assurance 
was based on the idea that “quality is everybody’s job” 
(Feigenbaum, 1983:158), in practice responsibility for 
quality assurance has only shifted from inspection 
departments to top management. Therefore, it is 
legitimate to refer to the assessment concept of quality as 
third-party assessment from the perspective of the 
operational level. 
 
5.  COMPANY-WIDE QUALITY CONTROL 
 

Company-wide-quality control was introduced by 
Ishikawa in 1968 (Ishikawa, 1985:91). The basic concept 
of quality is similar to Juran’s: quality requirements are 
derived from individual needs and translated into 
technical specifications. However, customer-orientation 
does not only refer to the external, but also to the internal 
customer so that the whole company may be interpreted 
as a network of customer-relationships. As a 
consequence, all management efforts concentrate on the 
fulfilment of customer needs. 

Market research has an important function in company-
wide-quality-control, using techniques such as quality 
function deployment (Sullivan, 1986:18). Company-
wide-quality-control means that all functional divisions 
and employees are responsible for meeting customers’ 
requirements in the production process. 

Quality in this management system becomes a 
strategic business issue and is seen as the key success 
factor for long-term competitiveness (Ishikawa, 1985: 
104 f.). 

The evolution of quality from a technical function 
to a strategic business goal may be explained by the 
change of the external environment. The “quality era” 
(Reiss and Zydromomyslaw, 1994:34) may be 
characterized by a general consciousness and awareness 
of quality among customers as well as by competition 
through quality. Today’s service economy is based on 
personal company-customer relationships rather than on 
standardized production processes, which is the reason 
for quality becoming a subjective concept. 

Comprehensive quality management concepts like 
company-wide-quality-control try to combine the old 
producer-oriented quality control and customer-oriented 
quality assurance concept so that the idea of customer-
orientation is also introduced into the production 
process: The preceding production units become the 
internal customers of the performance recipients in the 
added-value chain. The term product therefore includes 
each single output of a production process. Since 
customer requirements have to be met at every stage of 
the production process every employee has to make sure 
that the products have all the necessary quality 
specifications. Thus, quality assessment is based on self-
assessment. 

Company-wide-quality-control and TQM are often 
referred to as synonyms in literature. Even though their 
approach and emphasis is similar, there are important 
differences. 
 
6.  TOTAL QUALITY MANAGEMENT 
 

In the Western world, TQM was seen as one of the 
success factors for the Japanese 
becoming the number one in the electronics and car 
market. Indeed, TQM was widely 
and apparently successfully applied to Japanese 
manufacturing industry in the late 1970s and 1980s and 
was subsequently re-exported to the West in the 1980s 
(Pollitt and Bouckaert, 1994:4). It percolated from 
manufacturing to the commercial services sector and 
eventually to public services. 

The U.S. Department of Defense provides a 
comprehensive definition of TQM in its Total Quality 
Management Guide which states that “TQM is both a 
philosophy and a set of guiding principles that represent 
the foundation of a continuously improving organisation. 
TQM is the application of quantitative methods and 
human resources to improve materials and services 
supplied to an organisation, to improve all the processes 
within the organisation, and to improve the degree to 
which the needs of the customer are met, now and in the 
future. 
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TQM integrates fundamental management 
techniques, existing improvement efforts and technical 
tools under a disciplined approach focused on 
continuous improvement” (U.S. Department of Defense, 
1990:11). 

TQM is based on a definition of quality that comes 
from consumer psychology literature and sets customer 
expectations as the first and ultimate goal of each 
activity in an organisation. In order to function properly, 
TQM requires the full and active involvement of all 
employees to a corporate quality plan as well as 
comprehensive information systems that collect and 
process information with regard to customers, suppliers, 
corporate-wide processes and competitors. TQM also 
requires a willingness to invest substantially in training. 
Last but not least, TQM involves cultural change 
towards continuous improvement. 

It becomes obvious that TQM is a very demanding 
quality management system and challenging to 
implement even in for-profit business settings. As the 
following chapter will suggest, TQM has to be modified 
to make it appropriate for use in public services. 

Summing-up, the private sector’s understanding of 
quality has changed considerably over time. In 
particular, three key concepts of quality may be distilled 
from the detailed description above: 

• Technical conformity with norms and standards 
or specifications based on engineering science 

• “Fitness for use” based on systems analysis 
• Fulfill or exceed customer’s expectations 
based on customer psychology. 
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