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SLIDE 1 – MOBARAKEH STEEL
David Hutchins:  Good afternoon, ladies and gentlemen.  It is a great pleasure for me to be with you here in the busy and industrious city of Tokyo.  My objective will be to explain to you how my company, David Hutchins International Limited assisted Mobarakeh Steel in Iran to implement Total Quality commencing in late 1997 and is continuing to this date.
For the opportunity to make this presentation I am indebted to the management and staff of the Mobarakeh Steel Corporation in Iran and in particular the General Manager, Mr Islamion, The Technical Director, Mr Shahriari, Mr Samadi who has been our main contact with the organisation and Dr Farshid Malek an outside consultant who has worked very closely with us on this project and who is now an associate of DHI. 
Introduction

You can find out more about David Hutchins International on our web site at www.hutchins.co.uk so I will not spend your time on that matter during this presentation.

SLIDE 2 - ESFAHAN
Mobarakeh Steel Company is the largest steel producer in the Middle East and at the commencement of the assignment produced 3 million tonnes of liquid steel per year. The Plant is located near Esfahan, which is an historical city and the second largest city in Iran after Tehran.  The city is also important for its agricultural and industrial products, and it also has many very interesting and beautiful historical sites. I thoroughly recommend that you make a visit there sometime.
Mobarakeh Steel Company produces hot and cold rolled steel strips in the form of coil and sheet.  The main application of the products are for structural and constructional end users, gas and oil pipelines, the car industry, home appliances and ship manufacturing.  There is an expansion project through which, up to the end of the year 2005, the capacity will be increased to 4 million tonnes per year.  
SLIDE 3  
The number of employees that are working in this complex are 6,700 and the number of direct suppliers working with the company is 800, but there are others such as some customers indirectly working with the company amounting to another 4,000 and there is also a total of 2,000 indirect suppliers.
SLIDE 4

Project pre-history

Prior to the involvement of DHI in late 1997, Mobarakeh began its management system development in 1991 with the management information system, which was mainly for operational activities from order entry to product delivery.  This year was also the first year of the operational start of this complex.  They worked on ISO 9000 in 1995 and were also certificated to ISO14001 in 1998.  

SLIDE 5

An effective suggestion system was introduced in 1995 which, it is claimed had a big effect on creativity management of the people.  They also introduced quality circles for improving the teamwork culture in the company in 1996.  Research and development is also a system that they began in 1995 and is still being developed.
The Project

At the time that DHI became involved, the company had begun a major programme for improving the housekeeping, maintenance management and the reduction of losses. They had also introduced Total Productive Maintenance in the company, which is an ongoing activity.  Because the organisation of each of these initiatives was dispersed, the company decided to bring them together under one umbrella by the title of ‘Total Quality Management’.  
SLIDE 6 – Hoshin converging arrows
It was at this point that DHI was contracted to provide assistance.  DHI recommended that the principles of Hoshin Kanri be adopted to focus the whole initiative on the Vision and Mission of the Company. The main core objectives for total quality management was policy development and deployment, benchmarking activities, supply chain management and customer focus activities, and also project by project improvement.

The main focus of TQ projects in Mobarekeh Steel Company are the consequence of strategy planning – commencing with the establishment of the vision objectives and targets - problem identification, also defining Cost of Poor Quality projects mainly through the use of brainstorming in the company. 
 SLIDE 7 - VISION
The Mobarakeh Vision
“To be successful in a global and domestic market as a leading organisation pioneer in quality, technology, production and sustainable development.”
SLIDE 8 – HOSHIN MODEL
The structure of the work followed the sequence of activities shown on Slide 2
This is an exclusively DHI interpretation of Hoshin Kanri and it has its roots in the Komatsu ‘Flag Ship Approach’. We learned this concept during a visit to Komatsu in the early 1980s for which we will be eternally grateful. In our view it is far more powerful and effective than some of the more recent and well publicised approaches to Policy Deployment. Our variation on the original idea has progressively been developed during DHI assignments since the early 1980s and has proved spectacularly successful where ever we have had the opportunity to apply it.
Initially, Mobarakeh defined over 100 high priority key improvement projects using this approach.  
SLIDE 9

At the highest level a company wide Steering Committee was formed under which 18 committees were established to cascade the key performance indicators down and to provide a means by which nominations for local KPIs could be filtered up. In each case the same model was used to identify VISION, DRIVERS, KPIs and Projects.
These were presented to the Steering Committee for review and to ensure compatibility with the overall programme.
SLIDES 10/11

THEN SLIDES 12/13/14 – HOW DRIVERS AND KPI’S WERE IDENTIFIED
For the VISION and MISSION statements, eight ‘DRIVERS’ were defined.  The titles are: 
CUSTOMER (Internal and external), 
SUPPLIERS (Internal and external), 
EMPLOYEES, 
PROCESSES, 
ORGANISATION, 
TECHNOLOGY, 
FINANCE, 
DESIGN AND INNOVATION.  
These are considered to be the key features that we have found from experience, must be considered for competitive business improvement.  Benchmarking was also an essential element in this process to ensure that the correct KPIs have been selected from the possibly hundreds or thousands that potentially might be identified.
As the programme developed, we introduced Supplier Chain Management  and also Customer Focus activities and advanced quality planning tools such as Affinity Diagram, QFD and Project by Project problem-solving teams. The problem solving process was initiated using the basic tools such as Brainstorming, Pareto etc. and later progressed to the more advanced tools usually associated today with Six Sigma and Lean Manufacturing. SPC, was considered essential for both diagnosis and control of problems solved.
SLIDE 15 – QFD TOOLS
Summary of work carried out up to 2003 

(At the time of preparing this paper we do not have the more recent figures although we know that current performance goes well beyond the very impressive data shown)
Training activity was 80,000 man-hours (DHI conducted an average of over 35 days  training for each of 175 managers!).  
Top-team meetings 3,200 man-hours 
Middle management meetings 36,000 man-hours.  
From the total 6,700 people 4,000 have been directly engaged in the work to date.  Number of meetings with the customers 10,300 man-hours.  
Number of meetings with the suppliers 2,700 man-hours.

SLIDE 16 - DATA
The Human Factor
The company arranged meetings with all employees and also held a two day Total Quality Management Exhibition. This was considered to be very important so that the people should see the management involvement.  Management was able to show that it was involved in the projects and how they were managed.  
SLIDE 17 – TQ FAIR
Twelve thousand man-hours in total were spent on this aspect but the total net benefit was $40 million.  This may seem a large sum but it was estimated that the indirect influence was several times this amount.

Suggestion scheme.  
Mobarakeh gathered more than 30,000 improvement suggestions from its employees and as a consequence immediately executed 8,564 small improvements.  The benefit of these projects both improved operational activities, and had a good influence on the relationship between management and the people. It created a very good feeling for the people to know that they are recognised as being both effective in the company and for helping achieve its objectives. 

Slide 18 - GRAPH
From the 6,700 people on the payroll, 4,000 (60% of the total) were actually directly involved in the TQM project, this includes R&D, the suggestion system, quality circles, and total quality. The breakdown being 9% in R&D projects, 51% in suggestion system, 16% quality circles, and 55% total quality.  There are some people that are working in several aspects.

SLIDES 19/20 – SUPPLY QUALITY
Supply Quality
Prior to the commencement of Total Quality, Supplier contracts were usually for one year but this has now been increased to three to five years and 50% of the work is now conducted by only 20 suppliers which means that Mobarakeh can work very closely with them and maintain close relationships.
In Japanese industrial companies today, it is recognised that the Supply Chain should be regarded as an extension of the companies own processes and that the organisation should not delegate technical know how. Mobarakeh have applied this principle to good effect. Suppliers are now considered as partners.  Also, they involve suppliers in common projects, for example, for safety and quality improvement projects.  The results of these projects have a common benefit to both.  Training has also been conducted for Suppliers and planning meetings are held with key Suppliers.
SLIDE 21 - VOC
Voice of the Customer

Up to 2002, every year Mobarakeh have held up to 800 direct face-to-face meetings with customers. Also, there are many common quality improvement projects with most of the main customers, such as car industry, house appliance, pipe industry, motor manufacturing, and others.

Estimation of Customer Satisfaction was a very large project which involved the collection of data directly from a wide spectrum of customers.
The Improvement projects carried out resulted in improvements to the level of production, cost reduction, reductions to plant stoppages and also product quality.

These are other examples: as you see, reducing product related defects, reducing the energy consumption of the factories, substantially reducing melting time (from 220 minutes to less than 165 minutes tap to tap time), and others.  Other examples include improvements to the production of coils for car body applications.  This was a common project with their customers.

In total, the number of projects that were covered in these three years, was 559.

SLIDE 22 - TRAINING
Training

Training included Hoshin Kanri,  Benchmarking,  QFD,  Supply Chain Management, Customer Focus activity training, Policy Deployment, to cascade the process to the lower layers of the company; Problem Solving techniques and Statistical Tools, how to conduct Self Assessment and further work on Quality Circles . However, Quality Circle activities were already on going when we began working with the company.
Here are some examples of the meetings.  
SLIDE 23 – MGT MEETING
This is the management meeting.  In the middle are the General Manager and the other directors; one of them is Mr Shahriari. Many of these top team meetings were conducted very early at breakfast time which involved getting up at 05.00 due to the 75km drive to the plant from the hotel!

SLIDE 24 – TRAINING SESSION
This is one of the TQ meetings that we had.  This is a sample of training.  This shows Dr Malek and me conducting a training session.  This was a seminar for TQ and this is another sample of one of the training classrooms.  
SLIDE 25 – TQ PRESENTATION
This is a TQ presentation  that was conducted after working on the project and reaching the results.  Different functions introduced their activities to the  people and also suppliers and customers.

SLIDE 26 - RECOGNITION
These are also the meetings that have been held for presenting of the results of projects to management. Mobarakeh have recognised that these presentations are not only a very powerful form of reward to the participants but also a means by which the results of the improvements can be transferred to other areas of the company
Reward for the successful completion of a project is very important, so after each of the improvements a meeting is planned for its presentation. At periodic intervals they have a number of presentations intended as a form of reward in which recognition is given by a team of judges and the Plant Manager. 
This has shown to have a very positive effect on the improvements.  This slide shows the Managing Director and others, including directors that are managing the quality improvements and the project in the company.  Some of these are the managers of those involved in the operation and others are visitors form different parts of the company and may also include both suppliers and customers.
SLIDE 27 - STORYBOARDS
Here you can see the use of storyboards at the back.  Each project team was encouraged to develop a storyboard which was prominently displayed to show the progress of the project as it developed.  This was for monitoring their own improvement process and also as a means to allow others to take an interest. 
SLIDES 28/29/30/31 - IMPROVEMENTS
Summary
SLIDE 32 - ACHIEVEMENTS
As a direct consequence of this project Mobarakeh Steel has won the All Iranian National Quality Award for 3 successive years, has saved an officially accounted $125M and claims that this results in an annual cost reduction from accruable projects of some $70M per year into the future.

In the Iron Making division where Iron is made using the reduction method, there are 23 large producers in the world and Mobarakeh has been quoted as number 1 in the world on several of the key performance measures by an internationally recognised independent source!
It is our opinion that the improvement programme at Mobarakeh Steel is one of the most impressive in the world. We like to think that their success proves the power of the principles that we teach which result directly from what we have learned by years of study of the methods developed in Japan’s leading companies. It indicates that these principles are both sound and internationally applicable. I would like also at this point to thank JUSE personally for the assistance and hospitality they have shown me since I first made contact with Dr Kano in the early 1970s.

However, we would want to be the first to admit that whilst we can teach and advise, it also requires a willing and potentially competent student and I can honestly say without equivocation that Mobarakeh Steel has been the most willing partner we have had in the long history of DHI. (25 years this year!).
I once read on a tin of adhesive “we do not guarantee this product because we have no control over its application” In the case of Mobarakeh, the application was near perfect and they have the results to prove it.
SLIDE 33 - THANKS
Thank you for your attention.
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