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THE 
DEMING 
LIBRARY  
 
 
 VOLUMES 10, 11, AND 12 
 
 
OVERVIEW 
 
Volumes 10, 11, and 12 of The Deming Library provide a valuable report on how 
adopting the Deming Method involves a long-term process of transformation that 
changes the way people think and the way they do business. 
 
These volumes take you inside Vernay Laboratories to see how this one company 
experienced the challenges and rewards of applying the Deming Method. Vernay 
Laboratories is a manufacturer of small precision-molded rubber goods used in home 
appliances and in the automotive and pharmaceutical industries. Its largest plant, located 
in Yellow Springs, Ohio (about 21 miles northeast of Dayton), has 500 employees. 
Annual sales are $50 million. 
 
This Discussion Guide is designed to help you get the best possible benefit from these 
cassettes. The more people think about what they have seen and heard, the more they will 
sharpen their thoughts. They will also begin to work together − a step toward teamwork. 
The discussion leader should encourage participants to help each other during the talks. 
The greatest emphasis should be put on group cooperation. 
 
It is essential that the discussion of each tape comes at the end of that cassette, while the 
information is still fresh in the minds of the participants. 
 
 
INTRODUCTION 
 
When different people view a videocassette, each sees, hears, and learns something 
different. If all those people discuss what they've learned − their different insights − they 
will learn more than they would have if they only viewed the tape. Talking about the 
information makes the cassette more valuable. 
 
This guide is designed to help you to start a general discussion. The idea is to raise 
questions that participants will try to answer. However, the discussion leader is not 
limited to these few questions. Indeed, the leader is encouraged to help participants raise 
their own questions about points made on the cassette. 
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One caution: Be sure the people in the group understand that this is a discussion - it is not 
a quiz. 
 
 
THE 14 POINTS 
 
1. Create Constancy of Purpose. 
 
2. Adopt the New Philosophy. 
 
3. Cease Dependence on Mass Inspection to Achieve Quality. 
 
4. End the Practice of Awarding Business on Price Tag Alone. Instead, Minimize Total 
Cost, Which Is Often Accomplished by Working with a Single Supplier. 
 
5. Improve Constantly the System of Production and Service. 
 
6. Institute Training on the job. 
 
7. Institute Leadership. 
 
8. Drive Out Fear. 
 
9. Break Down Barriers Between Departments. 
 
10. Eliminate Slogans, Exhortations, and Numerical Targets. 
 
11. Eliminate Work Standards (Quotas) and Management by Objective. 
 
12. Remove Barriers That Rob Workers, Engineers, and Managers of Their Right to Pride 
of Workmanship. 
 
13. Institute a Vigorous Program of Education and Self-Improvement. 
 
14. Put Everyone in the Company to Work to Accomplish the Transformation. 
 
 
VERNAY'S MISSION STATEMENT 
 
Vernay managers found it useful to discuss and draft "Vernay's Mission Statement:" It 
was a unifying exercise.  
 
 
Vernay's Mission Statement (As Drafted in 1983) 
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We are in business to make a profit and to create a desirable future for Vernay 
Laboratories and its individual employees. 
 
1. We must continually strive to better meet the needs of the customer.  
 
2. We must continually strive to involve all employees in the ongoing process of 
improving what we do and how we do it. 
 
Dr. Deming personally practices continual improvement. For this Discussion Guide, he 
edited, improved, and updated this mission statement. It illustrates how he continually 
improves his philosophy and the communication of it. 
 
 
Vernay's Mission Statement (Improved by Dr. Deming in 1989) 
 
We are in business to make a profit and to create a desirable future for Vernay 
Laboratories and its individual employees. 
 
Here are the key factors for those long-term goals.  
 
1. We must develop ourselves into leaders, with the aim that everyone may have pride 
and joy in his work, with self-esteem and dignity. 
 
2. We must strive to understand better the needs of the customer. 
 
3. We must strive to involve all employees in the ongoing process of improvement of 
what we do and how we do it. 
 
 
WHAT THE NEW PHILOSOPHY MEANS TO VERNAY 
 
Discussing and drafting this statement was also a unifying exercise for Vernay managers. 
 
 
What the New Philosophy Means to Vernay (As Drafted in 1984) 
 
1. Consistency in our managerial priorities and practices. 
 
2. The minimization of variability. 
 
3. Statistical methods. 
 
4. Employee involvement. 
 
5. Ongoing commitment to training and education. 
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6. Never being satisfied with the status quo. 
 
 
What the New Philosophy Means to Vernay (Updated by Dr. Deming in 1989) 
 
1. Abolishment of work standards (quotas). 
 
2. Education in leadership. 
 
3. Elimination of losses from tampering (taking action on any complaint, fault, mistake, 
or accident as if it came from a specific cause when, almost always, it came from a 
system of random causes). Improvement of the system with the aim to decrease 
complaints, faults, mistakes, and accidents in the future. 
 
4. Rules for recognition of special causes, to decrease the losses from tampering. 
 
5. Knowledge of the interaction between the system and the people that work in it. 
 
6. Knowledge of psychology.  
 

a. Preserve and nurture intrinsic motivation. Intrinsic motivation, dignity, and 
self-esteem foster innovation of methods, innovation of product, innovation of 
service, joy in learning, joy in work, and cooperation.  
 
b. Eliminate extrinsic motivation (a day's pay for a day's work, humiliation). 
Quality and production suffer from extrinsic motivation. 

 
7. Training. 
 
8. Education. 
 
 

VOLUME 10: HOW MANAGERS AND WORKERS CAN CHANGE 
 
 
INTRODUCTION 
 
The discussion leader should have read chapters one through six in Out of the Crisis, 
along with the Introduction and Overview to this Discussion Guide. The leader must also 
remind the participants that this is a group discussion, that there are no wrong answers, 
and that no grades will be given. 
 
Volume 10 of The Deming Library examines what happened at Vernay Laboratories 
when its executives decided to make improvements for the future - to adopt the Deming 



CC-M Productions, Inc. 
7755 16th Street, NW 

Washington, DC  20012 
ManagementWisdom.com 

(800) 453-6280 wbob@cc-m.com 
- 7 - 

Method. The managers and workers tell how they gained understanding about the 
systems they wished to improve and about the ability to create a more productive work 
environment. Dr. Deming explains how best efforts, automation, and copying the 
Japanese or another company may lead to downfall. 
 
 
QUESTIONS 1-5 
 
1. What does Dr. Deming mean when he says, "Copying means disaster"?  
 
2. Why does Dr. Deming say, "An example by itself teaches nothing. One must study 
with theory"?  
 
3. What does Dr. Deming mean when he says, "There is no knowledge without 
prediction"?  
 
4. Explain why Dr. Deming says, “Any plan, however simple, requires prediction.” 
 
5. Why does Dr. Deming say that hourly workers often feel that they are asked to do what 
they cannot do because there are impediments to good work? What might be some 
impediments to good work in your company? 
 
 
QUESTIONS 6-10 
 
6. What does Mr. Carlson mean when he says that managers at Vernay have begun to see 
employees as being "limited by the system rather than by their own attitudes or by their 
own individual abilities"? 
 
7. Delores Neville tells us how the Vernay telephone service to its customers improved 
once the system was explained to the employees. Can you think of examples in your 
company where improvements might be made if employees better understood the 
systems and processes of their work? 
 
8. Why does Dr. Deming say, "When people cannot take pride in their work, when they 
have no joy in work, they will become careless"? 
 
9. How does job security affect the quality of a worker's output? 
 
10. Dr. Deming says that job security does not come from things like punctuality, best 
efforts, hard work, and meeting quotas. What, according to Dr. Deming, brings job 
security? 
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QUESTIONS 11-15 
 
11. Why is it important for Vernay workers - every worker - to understand, as Dr. 
Deming says, "the source of the work that he does and the needs of the customer that he 
works for"? 
 
12. Why does Dr. Deming say that change can only start at the top of a company? 
 
13. What is the difference between common and special causes of variation? 
 
14. Why should you reduce variation? 
 
15. Why does reduction of variation require a fundamental change in the process (in the 
system)? 
 
 
QUESTIONS 16-19 
 
16. What role does knowledge of the process play in reduction of variation? 
 
17. What is tampering? 
 
18. How does the understanding of variation and of psychology help managers to see 
their employees in a new light? 
 
19. Explain why Dr. Deming says that 98% of anybody's performance comes from the 
system, not from his or her efforts. 
 
 

VOLUME 11: COOPERATION - THE KEY TO QUALITY 
 
 
INTRODUCTION 
 
The discussion leader should have read chapters seven through twelve in Out of the 
Crisis, along with the Introduction and Overview to this Discussion Guide. The leader 
must also remind the participants that this is a group discussion, that there are no wrong 
answers, and that no grades will be given. 
 
In today's competitive marketplace, quality is the key to survival. Since Vernay began to 
work with the Deming Method, they found that the best way to improve quality is 
through cooperation and teamwork. They had to overcome resistance to change and 
develop new ways to communicate and to work together. 
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In Volume 11, managers and workers discuss their struggle against old habits and their 
mistakes. Dr. Deming talks about the qualities of a good manager, the ways to determine 
whether you are practicing continual improvement, and how to increase profits. 
 
 
QUESTIONS 1-5 
 
1. How did rugged individualism work well in this and other countries, according to Dr. 
Deming? 
 
2. Why does Dr. Deming say that rugged individualism "made America great"? 
 
3. What does Dr. Deming mean when he says, "People must learn to cooperate on 
problems of common interest for survival"? 
 
4. What examples does Dr. Deming give of cooperation between people, groups, 
divisions, companies, and countries? 
 
5. What does Dr. Deming mean when he says that cooperation does not stifle 
competition? 
 
 
QUESTIONS 6-10 
 
6. What do you think of the statement that it takes the involvement of everyone for total 
improvement of a corporation? 
 
7. Why is it significant that Vernay began to adopt a team approach to improve product 
processes? What kinds of barriers were they attempting to break down? 
 
8. Why does Dr. Deming say "Keeping up production is what hurts people"? What 
assumptions and expectations about production might perpetuate this problem? 
 
9. What does Mr. Englebert mean when he says, "It's very important to continue to have 
questioning going on inside of an organization . . . because it helps us to advance"? What 
conditions do you think are necessary for people to contribute to this kind of questioning? 
 
10. Mr. Dobyns explains that the free exchange of ideas is central to cooperation. Can 
you understand why this would require a difficult change in attitude for some people? 
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QUESTIONS 11-15 
 
11. Dr. Deming says, "If you cannot argue with your boss, he's not worth working for. 
Arguing, putting forth an idea, does not mean disrespect in any sense." What do you 
think of this statement? 
 
12. What are some attributes of a leader that Dr. Deming explains a manager should 
have? 
 
13. Why does Dr. Deming say that it is the duty and obligation of a leader to help his or 
her people to grow, to learn, and to reach their aims in life? 
 
14. Mr. Dobyns tells us, "You cannot build cooperation by rating people one against the 
other. If you make them compete for a grade, they will not cooperate for quality." What 
do you think of Dr. Deming's statement, "The end result of rating people is poor product, 
poor service"? 
 
15. What does Dr. Deming mean when he says that a good leader "uses figures to see 
how he is doing, [to see] who, if anybody, is in need of special help"? 
 
 
QUESTIONS 16-17 
 
16. What does Dr. Deming mean when he says, "Oftentimes the most important figures 
are unknown and unknowable"? 
 
17. What does Mr. Carlson mean when he says, "It's very hard to see how much progress 
you've made, because you don't really have a context, a framework for that kind of 
measurement or judgment"? 
 
 

VOLUME 12: THE DANGERS OF BUYING ON PRICE TAG ALONE 
 
 
INTRODUCTION 
 
The discussion leader should have read chapters 13 through 18 in Out of the Crisis, along 
with the Introduction and Overview to this Discussion Guide. The leader must also 
remind the participants that this is a group discussion, that there are no wrong answers, 
and that no grades will be given. 
 
When Vernay began to work on Point Four of the Deming Method, its executives 
realized that they could not improve quality on their own. They had to change the way 
that they worked with their customers and with their suppliers. The new 
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customer-supplier relationships are built on communication, trust, and mutual 
commitment to continuous improvement. 
 
In Volume 12, Dr. Deming discusses the concept of total cost and considers the reasons 
and methods for the development of long-term customer-supplier relationships. The 
executive vice president of Vernay Laboratories, a $50-million company, tells how using 
these methods has improved the company's business. 
 
 
QUESTIONS 1-5 
 
1. What are some of the factors that comprise the total cost of a product above its unit 
price tag?  
 
2. Why does Dr. Deming say that variation is costly? How does the adoption of Point 
Four decrease costs associated with variability?  
 
3. Why does Mr. Carlson say, "Point Four's real leverage is in the nature of the 
customer-supplier relationship"?  
 
4. Explain some of the disadvantages of having two or more suppliers for the same 
product or service.  
 
5. Explain how Vernay has been able to lower its product prices in some cases each year 
for the customers with whom they have multi-year contracts. 
 
 
QUESTIONS 6-10 
 
6. Why does Mr. Carlson say that in a single-supplier relationship, the process operator 
has maximum opportunity to refine and improve that process? 
 
7. Explain why Mr. Carlson says that the single-supplier relationship between customer 
and supplier requires both prompt and collaborative problem-solving. 
 
8. Explain what Mr. Carlson means when he says that one benefit of a long-term 
relationship between customer and supplier is the reduction of "risk and fear:" 
 
9. What does Mr. Carlson mean by the phrases "a common language" and "more 
complete information" when he says, "The development of a common language and 
understanding resulting from a partnership which operates on more complete information 
[helps drive out fear]"? 
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10. Why does Mr. Carlson say that the development of mutual trust in a long-term 
relationship "eliminates unfulfillable conference room promises and the buying of favor 
from those who make decisions on the selection of suppliers"? 
 
 
QUESTIONS 11-13 
 
11. Mr. Carlson explains that the responsibilities of the customer involve working with 
the supplier to develop operational definitions of quality and instructions for 
measurement of that quality. What might be another responsibility of the customer? 
 
12. Why does Dr. Deming suggest that one criterion for choosing a supplier might be to 
consider how it educates its employees? What are some of the other important criteria he 
mentions? 
 
13. What changes would be desirable in your relationships with your suppliers and with 
your customers? 
 
 
 APPENDIX A 
 
 
DR. DEMING'S NEW THOUGHTS ON LEADERSHIP: SOME ATTRIBUTES OF 
A LEADER 
 
1. He or she understands how the work of the group fits into the aims of the company. 
The purpose of this group supports these aims. 
 
2. He or she works in cooperating with preceding stages and with the following stages 
toward optimization of the efforts of all stages. (See page 87 of Out of the Crisis.) 
 
3. He or she tries to create for everybody joy in work. He or she tries to optimize the 
education, skills, and abilities of everyone, and helps everyone to improve. 
 
4. He or she is a coach and a counselor, not a judge. 
 
5. He or she uses figures, with knowledge about variation, to gain self-understanding and 
understanding of others. He or she uses plots of points and statistical calculation with 
knowledge of variation to try to understand job performance. One aim is to try to learn 
how to improve his or her own leadership skills. Another aim is to learn who, if anybody, 
is outside the system and in need of special help. Transferring people to another job may 
require prudence and tact, because the person being transferred may interpret this as one 
way to get rid of him or her.  
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6. He or she works to improve the system that everyone works in. 
 
7. He or she creates trust. He or she is aware that creation of trust entails a personal risk. 
(See Carlisle & Parker, Beyond Negotiation, Wiley, 1989.) 
 
8. He or she does not expect perfection. 
 
9. He or she listens and learns without passing judgment on the person who is speaking. 
 
10. He or she understands the benefits of cooperation and the ills of competition. (See 
Alfie Kohn, No Contest, Houghton Mifflin, 1986.) 
 
There are more attributes of a leader on pages 117 and 118 of Out of the Crisis. 
 
 
THE VERNAY MISSION STATEMENT 
 
Vernay designed the following graphic to help employees visualize the Vernay mission 
statement. 
 
The "Blue Sky Dream" or Company Goal shown at the top is long-term survival of the 
company and rewarding conditions for all employees at Vernay. The way to get there is 
by meeting the needs of the customer and by running a profitable business. The columns 
represent the elements of quality for the customer: usefulness, delivery, pricing, and 
service. This quality is achieved through continuous efforts to improve all "systems," 
processes, and products. Improvement is supported by teamwork, and the foundation for 
continuous improvement is the development of individual employees through ongoing 
training and education. 
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ATTRACTIVE & REWARDING PRESENT & FUTURE CONDITIONS FOR 
ALL VERNAY EMPLOYEES 
 

 
 
 
SUMMARY OF THE DEMING PHILOSOPHY 
 
Vernay uses the following visual to explain the Deming Philosophy to workers, 
managers, customers, and suppliers. 
 

 
A Hard-Nosed, business-Minded Approach for 
Maximizing Profits and Competitive Position 
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THE PRIORITY AND DECISION LADDER 
 
In any Vernay operation, hard choices are made with long-term positive results in mind. 
 
 

 
 
 
IMPLEMENTING THE DEMING PHILOSOPHY 
 
Every other month, about 30 individuals from Vernay meet with a subgroup of the Ohio 
Quality and Productivity Forum, led by Dr. Gipsie Ranney, to study Dr. Deming's 14 
Points and discuss problems and successes. At one of these meetings, Executive Vice 
President Ben Carlson presented the following list of strategies for change that Vernay 
implemented in the first few years of working with the Deming Philosophy. 
Cross-Sectional Teams, Collective Bargaining, and A.S.S.E.T are just a few of the 
strategies that grew out of the new spirit of cooperation and teamwork at Vernay. 
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These descriptions are from an interview with Mr. Carlson. 
 
Cross-Sectional Teams consisted of production managers, scientists, salespeople, hourly 
operators, and planners working together to improve quality and cut costs. 
 
SPC Technicians coached Vernay employees in statistics and charting methods so that 
the employees could better understand systems and monitor the progress of new projects. 
 
Collective Bargaining was a new technique that Vernay adopted for problem-solving in 
meetings. It encourages the participation of a group of people, guided by a facilitator. 
Problem-solving the old way was more adversarial, because it involved only 
representatives from each side. 
 
A.S.S.E.T. was a voluntary group of clerical and secretarial people that met on their own 
time to make improvements in their jobs. They improved the system for handling 
promotions. They also developed programs for posting job information and giving people 
recognition. 
 
Making It Okay to Question meant that senior management at Vernay understood the 
variation in the way people learn and integrate the concepts of the Deming Philosophy. 
Not everyone accepted the philosophy or was ready for the changes immediately. 
Employees were told that it was okay to question, and that it would not cost them their 
jobs. 
 
 
VERNAY LABORATORIES’ STRATEGIES TO ENHANCE THE 
IMPLEMENTATION OF THE NEW PHILOSOPHY 
 
Structural Changes 
 Cross-Sectional Teams 
 Task Forces to Work on Systems 
 Integrated Manufacturing Areas 
 Manager for Quality Improvement 
 SPC Technicians 
 Deming Steering Committee 
 
Collaborative Efforts 
 Collaborative "Bargaining" 
 Senior Management Off-Site Meetings 
 Development of Mission Statement 
 Development of Training Guides 
 Supervisors' Training Needs 
 A.S.S.E.T Group Projects 
 Lunchroom Remodeling 
 Supervisor Selection Process 
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 Plant Housekeeping 
 
Support and Reinforcement 
 "New" Common Language 
 Repetition of Key Points 
 Support for Training Efforts 
 Making It Okay to Question 

Sharing Success Stories, SPC and KT Applications, Team Results, Etc., in 
Meetings, in Training, and Informally 

Positive Feedback: Person to Person, Management to Teams/All Employees 
 
Concept Communication 
 Company-Wide Initial Training 
 Opening Remarks for Initial Training 
 Deming Visits to Vernay 
 Quarterly Employee Meetings 
 Written Messages from the President 
 Deming Study Groups 
 Mission Statement Presentations 
 Follow-Up Meeting − Deming Seminar 
 Questions and Answers − Written 
 Bulletin Board Follow-Ups 
 Circulation of Articles 
 Sharing of Relevant Books 
 
Developing People 
 Performance Enhancement 
 Training Matrix 

 • Deming Seminar 
 • Statistical Methods 
 • K.T Problem-Solving and Decision Making 
 • Mastering Meetings for Results 

 SPC Training (see page 22, 4f.) 
 A.S.S.E.T Group Training 
 Mid-Level Management Training 
 Integrating New Hires 
 Deming Tapes 
 Salaried Group Restructuring 
 
 
VERNAY LABORATORIES 1987 QUALITY PLAN 
 
Vernay's Number One Goal is to better meet the needs of our customers. 
 



CC-M Productions, Inc. 
7755 16th Street, NW 

Washington, DC  20012 
ManagementWisdom.com 

(800) 453-6280 wbob@cc-m.com 
- 18 - 

To accomplish this, the objective is to provide both a plan and a means for never-ending 
improvement of all that we do and how we do it. The key elements in this plan are: 
 
A. Increase the ability of every employee through training and education efforts. 
 
B. Involve every employee in the process of never-ending improvement. 
 
C. Organize the efforts through teams of employees from cross-functions and levels. 
 
D. Direct the efforts of the teams at improving the systems and the processes for lasting 
and high-leverage results. 
 
To these ends, the following specific objectives have been established. 
 
1. Increase our understanding of the Deming 14-Point Philosophy 

 
a. Review direction, decisions, methods, and plans with Dr. Deming during his 
visits to Vernay. 
 
b. Vernay's Deming Steering Committee participates in the regular meetings of 
the Ohio Quality and Productivity Forum and its roundtable meetings with Dr. 
Gipsie Ranney. 

 
2. Increase the level of implementation of the Deming 14-Point philosophy. 
 

a. Review systematically all company policies and procedures to be sure they not 
only do not conflict with but actually support the 14-Point philosophy. Do one 
point per month. 
 
b. Sales and Engineering departments to develop a plan for their respective 
departments to further implementation within each department. 
 
c. Continue to work jointly with suppliers on never-ending improvement. Develop 
plans for efforts covering all major suppliers of raw materials. 

 
3. Increase the participation of hourly employees in the product, process, and systems 
improvement teams. 
 

a. By the end of 1987, each product and process team should strive to have no less 
than one half of its members from the hourly ranks. 
 
b. By the end of 1987, 50 percent of hourly employees should be participating on 
an improvement team. 
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4. Increase the understanding of the 14-Point philosophy and statistical tools as well as 
implementation skills through a program of vigorous training. 
 

a. Develop an in-house training program to introduce and supplement the four-day 
Deming Seminar. 
 
b. Train 80 employees, including all key managers, in Dr. Gipsie Ranney's 
Statistical Methods course. 
 
c. Vernay's Deming Steering Committee attends the implementation workshop 
taught by Dr. Deming and selected faculty (Washington, DC, June 1987). 
 
d. All key technical personnel who have not already completed the course take 
Dr. Wheeler's Design of Experiments course (April 27-May 1, 1987). 
 
e. Begin follow-up training in SPC for any hourly employees signing up as 
volunteers June 1987). 
 
f. Provide Kepner-Tregoe Problem-Solving and Decision-Making training for all 
new employees not yet through the program. 

 
g. Provide Managing Meetings for Results training for all managers and team 
leaders. (April, May, June 1987) 
 
h. Provide special training in a one-day workshop for all Team Leaders (April 16, 
1987). 

 
5. Increase substantially the level of product consistency through application of the 1987 
Focus effort. Present plans for each area in March 1987. Present progress reports in 
September and November 1987. 
 
6.  a. For each of the processes for the corporation's top 50 part numbers 

(representing two thirds of all sales), continue ongoing efforts of individual teams 
toward never-ending improvement. The primary goals are process consistency, 
product quality improvement, and cost reduction. 

 
b. Provide timely data to permit responsive corrective action by installing 
state-of-the-art test stations in each of the major manufacturing areas to 
statistically monitor the processes to ensure stability and capability. 

 
7. Achieve substantial improvement in our ability to deliver parts on time to our 
customers and to improve the quality and timeliness of the information used within the 
company. Select (October 1, 1987) and implement (July 1, 1988) an effective MRPII 
system, which is an extensive computer software system that keeps track of inventory and 
aids planning. 
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SOME SUCCESS STORIES 
 
Hourly/Salaried Employees Participation and Collaboration 
 
• In 1983 and 1984, a team of hourly and salaried employees visited about 15 companies 
known for their own participatory management style to see what works and what doesn't. 
 
• In 1985, dozens of hourly and salaried employees collaborated in completely 
refurbishing the employee lunchroom − at no cost to the company. 
 
• Since the middle of 1983, quarterly meetings have been held with all Bargaining Unit 
employees to provide information about the company's financial performance and other 
issues relating to its future. Such meetings have been held with salaried employees for 
more than 25 years. 
 
• Salaried employees in the administrative staff and support group have formed three 
separate task forces among themselves to work on "systems" problems that are of concern 
to them, including intra-company communications, employee recognition, and employee 
development. 
 
• Hourly employees are now part of the teams that review and select new equipment. The 
operators are part of the team that visits the vendor and tests the equipment. 
 
• Hourly employees visit customers both on problem-solving trips and to learn more 
about customers' needs. This is especially true with major jobs or for major customers 
like A.C. Spark Plug and Rochester Products. 
 
• Hourly employees have been sent to our subsidiary operations to share their expertise 
and to help train key employees. Before 1985, company policy prohibited hourly 
employees from entering a subsidiary (nonunion) plant. 
 
 

APPENDIX B 
 
 
DEMING'S POINT FOUR: End the practice of awarding business on price tag 
alone. Instead, minimize total cost, often accomplished by working with a single 
supplier. 
 
Following are the graphics that appeared in Volume 12 of The Deming Library. 
Familiarity with them will enhance your understanding of the material covered and will 
help you in your discussions. 
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TOTAL COST (ASSOCIATED WITH A PURCHASING DECISION) 
 
Unit Price (Net) Plus Costs Resulting from 
• Downtime 
• Service 
• Warranty 
• Process Adjustment to Accommodate Incoming Product Variability 
• Scrap 
• Rework 
• Administration 
• Travel (To Work with Supplier) 
• Damage to Our Reputation with a Customer Due to Any Unsatisfactory Performance of 
Our Product 
 
 
THE AIM IS NOT TO HAVE SINGLE SUPPLIERS, BUT TO REDUCE 
VARIATION IN INCOMING SUPPLIES. 
 
• Reduces Scrap and Rework 
• Reduces the Need to Adjust the Process 
• Allows Identification and Work on Other Causes of Variation 
• Allows Greater Opportunity to Refine and Improve Process 
• Encourages Prompt, Collaborative Solving of Problems 
 
 
IMPORTANT DIFFERENCES BETWEEN SUPPLIERS 
 
Examples: 
• Equipment 
• Tooling 
• Set-Ups 
• Maintenance 
• Training 
• Supervision 
• Processing Supplies 
• Raw Materials 
• Operators 
• Instructions 
• Manufacturing Methods and Techniques 
 
 
IMPORTANT DIFFERENCES BETWEEN SUPPLIERS 
 
• Utilities 
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• Technical Support 
• Interruptions 
• Management Practices 
 
 
 
LONGER-TERM CUSTOMER-SUPPLIER RELATIONSHIP 
 
• Promotes Confidence in Relationship 
• Allows Both to Act in Their Long-Term Interests 
• Reduces Risk of Investing Resources Aimed at Improvement of Quality, Thus Reducing 
Total Cost 
• Improves Communication and Information 
• Better Operational Definitions of Quality 
• More Knowledge of Each Other's Product as Input for Improvement of Design 
• Encourages Joint Research and Development 
• Promotes Better Planning 
• Develops Mutual Trust Rather Than "Gamesmanship" 
 
 
INFORMATION FURNISHED BY THE CUSTOMER 
 
1. Operational Definitions of Quality 
 
 a. Related to function and needs of customer 
 b. Measurable 
 c. Realistic and obtainable 
 
2. Instructions for Measurement of Quality 
 
 a. How is it to be done? 
 b. What is the methodology? 
 c. What instrumentation will be used? 
 
3. Forecast of Need 
 
 a. Quantities 
 b. Timing 
 c. Specific instructions 
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CONSTANCY OF PURPOSE: LONG-TERM SURVIVAL 
 
 
 

 
 
 
CHOOSING A SINGLE SUPPLIER 
 
Invite Several Suppliers to Compete in the Design and Development of a Part. Consider 
Each Candidate's 
 
• Ability to Meet Broad Cost Targets 
• Innovation Record 
• Ability to Suggest New Technologies 
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Also Consider the Supplier's Track Record with Other Customers in Terms of 
 
• Passed-On Costs 
• Quality Delivered 
• Product Development Strengths 
• Management Resources 
• Philosophy 
• Technological and Innovative Contributions 
• Other Cooperative Ventures 


