
CHAPTER II

Literature and Related Strategic Management Theories Review

In this chapter, literature related with a Blueprint for Change and Strategic 
Management to assist process selection for improvement in hard disc drive 
manufacturing are briefly introduced. Literature has been reviewed into 2 portions, 
firstly on the theory portion which consists of:

• Blueprint for Change Technique by Office of the Public Sector Development 
Commission

• Introduction and Implementation of Total Quality Management (TQM) By 
Khurram Hashmi

• Customer Relationship Management by Wikipedia, the free encyclopedia
• Knowledge Management by Larry Prusak
• Low Cost Manufacturing by Lean Strategic group

From the review, factors have been identified to be Hierarchy of Strategic 
Intent, Organizational Structure Types, and Strategic Management Processes which 
have been applied in the organization and the existing Organizational Culture.

Secondly on the Secondary Source which composed of the Interview of 
company’s top management executives, Press Release, Information from Internet, 
ABC‘s intranet, Technology Magazines and ABC’s Financial Statements (Form- 
10K).
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Related Theories Review

♦Blueprint for Change Technique
♦ Introduction and Implementation of Total 
Quality Management (TQM)
♦ Customer Relationship Management ♦ Strategic Management processes

♦ Operation Management♦ Knowledge Management
♦  Low Cost Manufacturing

❖  Secondary Source Review

♦ Interview of A B C  Top Executives
♦ Press Release
♦ Information from Internet
♦ Technology Magazines
♦ Financial Statements “Form 10K”

—i..._ ....... ........................................ _.......

Factors
♦ Vision, Objectives, Strategies, 

plans
♦ Organization structure
♦ Measurement Metrics & 

monitoring

Figure 2.1 : Literature and Related Strategic Management Theory Review

2.1 Related Theories Review

2.1.1 Blueprint for Change Technique: by Office of the Public Sector Development 
Commission

Blueprint for Change is the technique using in planning process for manage 
the change, many organization using this technique for preparing their organization to 
be ready to support new technology, IT and the cutting edge of communication. 
Change management need to consider the most critical process in order to fix and 
make the bigger improvement to accomplish the company vision.

Change Management, is the process, tools and techniques to manage the 
people-side of change processes, to achieve the required outcomes, and to realize the 
change effectively within the individual change agent, the inner team, and the wider 
system.
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B lueprint for C hange, is using as a strategic m ap for increasing e ffic ien cy  o f  
change m anagem ent proposing to prepare and support organ ization  to achieve  
com pany v is io n . The technique w ill enhance organization  e ffic ien cy  in 3 d im ensions

1. O peration M anagem ent P rocesses
2. C ustom er M anagem ent P rocesses
3. Intangible A ssets  M anagem ent P rocesses

How to develop Blueprint for Change?

The figure 2 .1 .1 .1  illustrate overall picture o f  B lueprint for C hange form ulation  
w ith step by step procedure as fo llow :

1. A n a lysis com p any v is io n  m ake it clear and com m unicate to all em p loyee
2. D efin e  m issio n  to be a gu ideline to ach ieve V is io n
3. D efin e  ob jective  and key perform ance indicator
4. D efin e  strategy by study and analyze m issio n  then transform  to action plan 

as a p rocess/project im provem ent

Figure 2.1.1.1: Blueprint for Change formulation from Office of the Public Sector
Development Commission
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2 .1 .2  Introduction and Im plem entation o f  Total Q uality M anagem ent (TQ M ): B y  
Khurram H ashm i

TQ M  is a m anagem ent p h ilosophy that seeks to integrate all organizational 
functions (m arketing, finance, d esign , engineering, and production, custom er service, 
etc.) to focu s on  m eetin g  custom er needs and organizational ob jectives.

TQ M  v iew s an organization  as a co llec tio n  o f  p rocesses. It m aintains that 
organizations m ust strive to continuously  im prove these p rocesses by incorporating  
the k n ow led ge and exp erien ces o f  workers. The sim p le ob jective  o f  TQ M  is "Do the 
right th ings, right the first tim e, every time". TQ M  is in fin ite ly  variable and adaptable. 
A lthough  orig in a lly  applied  to m anufacturing operations, and for a num ber o f  years 
on ly  used  in that area, T Q M  is n ow  becom ing recogn ized  as a generic m anagem ent 
too l, just as app licab le in service and public sector organizations. There are a number 
o f  evolutionary strands, w ith  different sectors creating their ow n  version s from the 
com m on  ancestor. TQ M  is the foundation for activ ities, w h ich  include:

• C om m itm ent by senior m anagem ent and all em p lo yees
• M eetin g  custom er requirem ents
• R ed u cin g  d evelop m en t cy c le  tim es
• Just In T im e/D em an d  F lo w  M anufacturing
• Im provem ent team s
• R ed u cin g  product and service costs
• S ystem s to facilitate im provem ent
• L ine M anagem ent ow nership
• E m p loyee in vo lvem en t and em pow erm ent
• R ecogn itio n  and celebration
• C h allen g in g quantified goals and benchm arking
• F ocu s on  p rocesses /  im provem ent plans
• S p ecific  incorporation in strategic planning

T his sh ow s that TQ M  m ust be practiced in all activ ities, by all personnel, in 
M anufacturing, M arketing, E ngineering, R & D , S a les, Purchasing, H R, etc.
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Principles o f TQM:

The k ey  princip les o f  T Q M  are as fo llow in g:

• M anagem ent C om m itm ent
1. Plan (drive, direct)
2. D o  (d ep loy , support, participate)
3. C heck  (rev iew )
4. A ct (recogn ize , com m unicate, revise)

• E m p loyee E m pow erm ent
1. Training
2. S u ggestio n  schem e
3. M easurem ent and recogn ition
4. E x ce llen ce  team s

• Fact B ased  D ec is io n  M aking
1. SPC (statistical process control)
2. D O E , FM E A
3. The 7 statistical too ls
4 . TO PS (FO R D  8D  - Team  O riented Problem  S o lv in g )

• C ontinuous Im provem ent
1. S ystem atic m easurem ent and focu s on  C O N Q
2. E x ce llen ce  team s
3. C ross-functional process m anagem ent
4. A ttain , m aintain, im prove standards

• C ustom er Focus
1. Supplier partnership
2. Service  relationship  w ith  internal custom ers
3. N ev er  com p rom ise quality
4. C ustom er driven standards

The Concept o f Continuous Improvement by TQM:

TQ M  is m ain ly concerned  w ith  continuous im provem ent in all work, from  
high lev e l strategic p lanning and d ecision -m akin g , to deta iled  execu tio n  o f  work  
elem en ts on  the shop floor. It stem s from the b e lie f  that m istakes can be avoided  and
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defects can be prevented. It leads to con tin u ou sly  im proving results, in all aspects o f  
w ork, as a result o f  con tin u ou sly  im proving capabilities, p eop le , p rocesses, and 
tech n o logy  and m achine capabilities.

C ontinuous im provem ent m ust deal not on ly  w ith  im proving results, but more 
im portantly w ith  im proving capabilities to produce better results in the future. The 
five  m ajor areas o f  focu s for capability im provem ent are dem and generation, supply  
generation, tech n o lo g y , operations and p eop le  capability.

A  central principle o f  T Q M  is that m istakes m ay be m ade by p eop le , but m ost 
o f  them  are caused , or at least perm itted, by faulty system s and p rocesses. This m eans 
that the root cause o f  such m istakes can be identified  and elim inated , and repetition  
can be prevented by changing the process.

Implementation Principles and Processes:

A  prelim inary step in TQ M  im plem entation  is to assess the organization's 
current reality. R elevant preconditions have to do w ith  the organization's history, its 
current n eed s, precipitating events leading to TQ M , and the ex istin g  em p loyee quality  
o f  w orking life . I f  the current reality d oes not include im portant preconditions, TQ M  
im plem entation  should  be delayed  until the organization is in  a state in w hich  TQ M  is 
lik e ly  to su cceed .

I f  an organization  has a track record o f  e ffec tiv e  resp on siven ess to the 
environm ent, and i f  it has been  able to su ccessfu lly  change the w ay  it operates w hen  
needed , TQ M  w ill be easier to im plem ent. I f  an organization  has been  h istorically  
reactive and has no sk ill at im proving its operating system s, there w ill be both  
em p loyee  sk ep ticism  and a lack o f  sk illed  change agents. I f  this con d ition  prevails, a 
com p reh en sive program  o f  m anagem ent and leadership d evelop m en t m ay be 
instituted. A  m anagem ent audit is a good  assessm en t too l to id en tify  current lev e ls  o f  
organizational function ing and areas in need o f  change. A n  organization  should be 
b asica lly  healthy before beginn ing  TQ M . I f  it has sign ifican t problem s such  as a very  
unstable funding base, w eak  adm inistrative system s, lack o f  m anagerial sk ill, or poor  
em p loyee  m orale, TQ M  w ou ld  not be appropriate.
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2.1 .3  C ustom er R elationsh ip  M anagem ent: W ikipedia , the free en cyclop ed ia

C ustom er R elationsh ip  M anagem ent (C R M ) includes the m ethod ologies, 
strategies, softw are, and w eb -b ased  capabilities that help an enterprise organize and 
m anage custom er relationships. It is the co llection  and distribution o f  all data to all 
areas o f  the bu sin ess. The general purpose o f  C R M  is to enable organizations to better 
m anage their custom ers through the introduction o f  reliable system s, p rocesses and 
procedures for interacting w ith  those custom ers.

In today's com p etitive  business environm ent, a su ccessfu l C R M  strategy  
cannot be im p lem en ted  by sim p ly  installing and integrating a softw are package  
d esigned  to support C R M  processes. A  holistic  approach to C R M  is vital for an 
e ffec tiv e  and e ffic ien t C R M  p olicy . This approach includes training o f  em p lo yees, a 
m od ifica tion  o f  b u sin ess p rocesses based on custom ers' needs and an adoption o f  
relevant IT system s (includ ing softw are and m aybe hardware) and/or usage o f  IT 
services that enable the organization  or com pany to fo llo w  its C R M  strategy. CRM  
services can ev en  replace the acquisition  o f  additional hardware or C R M  softw are  
licen ses.

The term it s e lf  is m eant to describe the w h o le  b u sin ess strategy (or lack o f  
one) oriented on  custom er needs. The m ain m iscon cep tion  o f  C R M  is that it is on ly  
softw are, instead o f  w h o le  busin ess strategy. To be e ffec tiv e , the C R M  process needs  
to be integrated en d-to-end  across m arketing, sa les, and custom er service. A  good  
C R M  program n eed s to do the fo llow in g:

• Identify custom er su ccess factors
• Create a custom er-based  culture
• A dopt custom er-based  m easures
• D ev e lo p  an end-to-end  process to serve custom ers
• R ecom m en d  w hat questions to ask to help a custom er so lv e  a problem
• R ecom m en d  w hat to te ll a custom er w ith  a com plain t about a purchase
• Track all aspects o f  se llin g  to custom ers and prospects as w e ll as custom er  

support.
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M ajor areas o f  C R M  focus on  service autom ated p rocesses, personal 
inform ation gathering and processin g , and se lf-serv ice . It attem pts to integrate and 
autom ate the various customer serving p rocesses w ith in  a com pany.

2 .1 .4  K n ow led ge M anagem ent: Larry Prusak

K M  is a n ew ly  em erging, interdisciplinary b u sin ess m od el dealing w ith all 
aspects o f  k n ow led ge w ith in  the con text o f  the firm , includ ing k n ow led ge creation, 
cod ifica tion , sharing, and h ow  these activ ities prom ote learning and innovation. In 
practice, K M  en com p asses both tech n o log ica l too ls  and organizational routines in 
overlapping parts.

A  lead in g K M  thinker/practitioners, has identified  the fo llo w in g  item s as 
integral com p onen ts o f  KM :

• G enerating n ew  k n ow led ge
• A cc ess in g  va luab le k n ow led ge from  outside sources
• U sin g  accessib le  k n ow led ge in d ecisio n  m aking
• E m bedding k n ow led ge in  p rocesses, products, and/or serv ices
• R epresenting k n ow led ge in docum ents, databases, and softw are
• F acilitating k n ow led ge grow th through culture and in cen tives
• Transferring ex istin g  kn ow led ge into other parts o f  the organization
• M easuring the value o f  k n ow led ge assets and/or im pact o f  k n ow led ge  

m anagem ent

The p rocess o f  K M  is circular (or spiral, d epending on  cultural references for 
grow th) and unending. That is, participants in the K M  process m ay enter it at any 
point, and traverse it repeatedly. A dditionally , each  category often  presents d ecisio n 
m aking opportunities, p assive and active, and the categories help identify a 
k n ow led ge dom ain. The categories are:

• A sse t U tilization
• K n ow led ge  E valuation
• K n ow led ge  Im provem ent
• K n ow led ge A ccum u lation
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• K n ow led ge  G eneration
• K n ow led ge Sharing
• K n ow led ge  Protection

2 .1 .5  L o w  C ost m anufacturing by Lean Strategic group

T o m in im ize  the unit cost w ith  high quality standard product, Just-In-T im e 
production system  is the e ffec tiv e  system  to ach ieve the k ey  custom er satisfaction. JIT 
is capable to support h igh  vo lu m e ramp up as seasonal se llin g  target and to control 
inventory lev e l such  as Pull system . The process o f  p lastic construction  set did not 
need h igh  sk illed  w ork force as w ood en  jig sa w , in each  p rocess sin ce m old ing to 
blanking u sin g  the m achine instead o f  human m anual intervention.

2.2 Secondary Sources Review

R esearcher has rev iew ed  A B C  C om pany B ackground & M ileston es, 
M anufacturing O perations, Industry O utlook, O rganizational Structure, and 
O rganizational Culture from  various secondary sources. The sources o f  data and 
inform ation are from  Press R elease , Inform ation from  Internet, T ech n ology  
M agazin es, A B C  Financial Statem ent (Form -lO K ) and Inform ation from the 
Interview  o f  A B C  top execu tiv es. A ll related inform ation has b een  consolidated  and 
sum m arized as fo llow in g:

2.2.1 C om p an y’s B ackground

W estern D ig ita l is a very w ell-k n o w n  nam e. B esid es  hard drives, W D  used to 
m ake a w id e range o f  other electronic com ponents; they started as a controller card 
m anufacturer (then kn ow n  as Tandon), and later produced a range o f  superb 32-bit 
Paradise v id eo  cards - though they sold  this d iv ision  to P h illip s som e years ago. 
Through the m id -N in eties  W D  hard drives con sisten tly  had the lo w est access tim es o f  
any on  the m ass-m arket, though their data transfer rates w ere usu ally  less  outstanding. 
Other m akers have m atched and even  bettered W D's access tim es in recent years, but 
w e've seen  a steady im provem ent in data transfer rates. In January 1998, for exam ple, 
W D's fastest desktop  drive gave 131M bit/sec. T his com pared w e ll w ith  the other
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leaders: 107, 116, 127, and 132M bit/sec from , resp ectively , M axtor, Seagate, IBM  
and Quantum . L ike Q uantum , W estern D ig ita l is very strong on  the desktop but don't 
dom inate the h igh-end  m arket the w ay Seagate and IBM  do. A gain  like Quantum, 
they are p ushing hard to break into the lucrative SC SI arena, and have an active R and 
D  departm ent. U nfortunately, their m ost v is ib le  recent in itia tives, S D X  and 3 .0  inch  
n otebook  drives, cam e to nothing and they w ere forced to refocu s on  their heartland: 
fast, so lid  3.5 inch drives for desktop PCs. W D  w ere the last m ajor m aker to em brace 
M R  head tech n o lo g y , largely because o f  com ponent supply issu es. Their thin-film  
drives continued  to perform  w ell just the sam e, and their m ore recent ranges o f  M R  
drives are exce llen t. W estern D igita l has a so lid  14% o f  the hard drive market and 
look  set to rem ain su ccessfu l.

2 .2 .2  C om p an y’s D irection

Vision
A B C  w ill be the g lob al quality leader in its products, serv ices, tech n o log ies  

and b u sin ess conduct. W e w ill have w orld-class em p lo y ees, long-term  partnerships 
w ith our custom ers, suppliers and com m unities and w ill deliver  superior financial 
return to our shareholder

Mission
A B C 's m issio n  is to satisfy  our custom ers' requirem ents by provid ing w orld- 

class products and serv ices. W e w ill accom p lish  this m issio n  through investm ents in 
p eop le and tech n o lo g ies  that generate sustained profitability.
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V alue

•  Leadership
•  C ustom er S atisfaction
•  Individual R esp on sib ility
•  Q uality and C ontinuous P rocess Im provem ent
•  T eam w ork

Quality Policy

A B C  Corporation w ill strive to exceed  our Custom ers' requirem ents and 
expectations. W e w ill ach ieve this through em pow erm ent o f  w orld -class team s 
applying m ethods o f  prevention  and C ontinuous P rocess im provem ent. Our purpose is 
sustained profitab ility  through Total C ustom er Satisfaction . Our nam e m ust represent 
Q uality to our C ustom ers, our Suppliers and O urselves.

Strategy

Strategy is the board program for d efin in g  and ach iev in g  an organ ization’s 
ob jectives. O rganizations are typ ica lly  m anaged according to the plan. Strategic plans 
are d esign ed  by top m anagem ent and d efine the broad v ie w  for organization  to m eet 
their ob jectives.

Strategic plans tend to look  ahead several years and affect a w id e range o f  
organization activ ities. Strategic plans are stated in term s that look  sim plistic  and 
generic but it is necessary to direct peop le at organization to think o f  the w h o le  o f  
their organ ization ’s operations.

The fo llo w in g  “k eys to su ccess” in itiatives are d efin in g  the w ay  A B C  work. 
T hey em p h asize  team w ork to reach n ew  lev e ls  o f  quality in everyth ing they do. Total 
Q uality M anagem ent, C ustom er R elationship  M anagem ent, K n ow led ge  M anagem ent 
and L o w  C ost M anufacturing p h ilosop h ies are central tow ards w orking smarter and 
generating substantial cost sav in gs, w h ile  d eliverin g the best products in the business 
to the custom ers as d ep ict in Table 2 .2 .2 .1 .
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Total Q uality M anagem ent Provides the Quality system strategies, tools and 
focus necessary to make significant gains in operating 
efficiencies and quality, and as a result, profitability.

C ustom er R elationsh ip  M anagem ent Create and sustain long-term, profitable 
customer relationships and as a critical enabling tool o f the 
processes required to turn strategy into business results.

K n ow led ge  M anagem ent Contribute knowledge sharing, any process or 
practical o f crating, acquiring, capturing, sharing and using 
knowledge, wherever it reside, to enhance learning and 
performance in organization.

L o w  C ost M anufacturing Minimize the unit cost with high quality 
standard product. Thus, a competitive advantage enables the 
firm to create superior value for customers and superior 
profits for itself.

ABC Company 2005 -  PLANT GOALS
Vision Mission Objective Strategy

ABC  w ill be the  g loba l qua lity  
leader เท its products, 
services, techno log ies and  
business conduct. W e  w ill 
have world -c lass employees, 
long term  partnersh ips w ith  
ou r custom ers, supp lie rs and  
com m unities and w ill deliver 
supe rio r financia l re turn to 
our shareholders.

1. T o  sa tis fy  ou r custom ers ' 
requ irem ents by provid ing  
w orld -c lass p roducts and 
services.

2. A ccom p lish  through  
in vestm ents in people and  
techno log ies tha t generate  
susta ined profitability.

* Become an Employer o f Choice
* Develop stra teg ic re la tionsh ips  
w ith Key Customers
* P rovide Best-ln -C lass P roduct 
and P rocess Quality
* C reate W orld -c lass M anufactu ring  
Processes
* Lead the  Industry in Key 
Technolog ies

1. TQM

2. CRM

3. Know ledge Management

4. Low Cost Manufacturing

Table 2 .2 .2 .1 : A B C  C om p an y’s V ision , M ission , O bjective and Strategy from A B C  
Corporate M anagem ent
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2.2 .3  Industry O utlook

The near-term  ou tlook  is upbeat for all three hard drive segm ents desktop, 
high-end, and m ob ile  (see  figure). The desktop market fo llo w s  m ore historical 
patterns. C heap, h igh ly  functional drives w ill b ecom e pervasive and a p ositive  market 
stim ulus.

The m arket for entry-level servers w ill grow  at about 22%  per annum over the 
next five  years, or substantially faster than the h igh-end , w h ich  should  increase at 
about a 15% rate. A t the h igh  end o f  the m arket, the U n ix  R ISC  vendors and high- 
end Intel suppliers are com p etin g  to provide value-added so lu tion s. A pplications in 
the h igh-end  segm en t are m ore centric oriented than applications in the entry-level 
segm ent, supporting corporate- w id e activ ities. The h igh-end , server-class market 
represents the prim ary outlet for h igh-speed  drives w h ich  is b ein g  infiltrated into the 
entry-level segm en t som etim e later in the year. A t the m om ent, 7,200-rpm  drives 
account for m ore than 50%  o f  the market for perform ance drives.

M ean w h ile , at the other end o f  the spectrum , the market for sm all, 2 .5 -in  
n otebook  drives w ill advance at a respectable c lip -13% annually over the next five  
years. The current m arket for this form  factor is 30 0  G B , w h ich  should  increase by 
year end to 4 0 0  G B (in  four-platter offerings). B y  2 0 0 6 , 2 .5 - in  w ill be the dom inant 
form  factor. W e a lso  exp ect suppliers other than T oshiba to start offerin g s in g le 
platter n oteb ook  drives.
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