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The System of Profound Knowledge — Answer to
the Challenges of the XXI Century

Shper, Vladimir

Absiract- In this work the question of “how the main principles
of good management in the XXI century should look like” is
being discussed. In other words, what are the key features of
management that relate to the main challenges of our time? In
the author’s view, the answer to these questions was given by
William Edwards Deming (WED) in 1993, when his book “The
New Economics” was published (Deming 1993). This answer
has a well-known name: The System of Profound Knowledge
(SoPK). It consists of four interrelated components:
appreciation for a system; knowledge of variation; theory of
knowledge; and psychology. It is argued that the principles of
the SoPK comprise the most essential facets of that type of
management which society needs the most. Unfortunately, few
amount of people are familiar with the concept of the SoPK,
and even fewer number of managers use it in their work. In my
view, WED's ideas are worth being taught in the primary
education curriculum. The understanding of the SoPK should
be included into people’s common sense as their ability to
read and to write.
"When planning for a year, plant corn.
When planning for a decade, plant trees.
When planning for life, train and educate people.”

Chinese proverb

L. [NTRODUCTION

ccording to Wikipedia, management is “... the
Aaotivities of setting the strategy of an organization

and coordinating the efforts of its employees
(or of volunteers) to accomplish its objectives through
the application of available resources, such as
financial, natural, technological, and human resources”
(“Management”). It is obvious from this definition that
any discussion of ‘how to improve management’ should
start with the description of the system within which this
activity is running. In other words, the first thing we need
to do is to analyze the world around us as a system and
only after that it'll be possible to discuss a style of
management appropriate for this system, i.e. for the
world. That is why, in order to define the best way of XXI
century management, one needs, firstly, to answer
another question: what are the main features of the
world we are living in? This issue is discussed in the first
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" An earlier and abridged version of this work by name “Solving the XXI
century challenges” was published in Quality Progress, 2022, Sept.,
36-41.

section. Then a brief reminder of WED’s principles of the
SoPK is given. In the third section a discussion on the
different principles of the so-called “good” management
is presented together with the explanation why the
author is sure that the SoPK does have some essential
advantages compared to many other management
models. The fourth part focuses on the necessary
transformation of the traditional and outdated
management to ensure human prosperity in the XXI
century. In conclusion, the main idea on what should be
done is stated.

1. What kind of world do we live in?

There are lots of answers to this question. One
that gained popularity at the beginning of this century is
known as VUCA (“VUCA”). VUCA stands for Volatility,
Uncertainty, Complexity, and Ambiguity. It describes the
permanent and unpredictable change that has become
a norm in our lives and in many areas of the business
world. Its core tenets are:

Volatility — “the nature and dynamics of change”;
Uncertainty — “the lack of predictability”;

Complexity - “the multiplex of forces, the confounding of
issues, no cause-and-effect chain”;

Ambiguity — “the haziness of reality, the potential for
misreads”.

In my view, this notion is insufficient to
adequately describe the world's state-of-the-art. In fact,
Volatility is a specific term from the financial analytics
which means “the degree of variation of a trading price
series over time (usually denoted by a)” (“Volatility”).
There's a much more general and much more widely
known (by scientists and engineers) term “Variability”
which should be used instead of “Volatility”. Next, two
terms, “Uncertainty” and “Ambiguity”, have highly
overlapping meanings: both roughly mean the lack of
predictability. So, it would be preferable to use the
term “Unpredictability” instead of “Uncertainty” and
“Ambiguity”. Then, VUCA leaves no place for “human
beings” (at least, explicitly), which makes it not
adequate to the current situation. Humans are strange
creatures because we can be rational and irrational
simultaneously (Kahneman 2013). We often do not know
why we made one or another decision. I'm sure it is
impossible to describe and analyze our world as a
system without including humanity as the important
constituent. As a result, in a recent paper by Shper,
Adler (2020) the authors came up with the model called
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CHIVU: Complexity, Human Irrationality, Variability, and
Unpredictability. In contrast to VUCA, the CHIVU model
seems to be organized more logically: it starts with the
complexity of our world; this complexity plus human
irrationality —and  variability leads to  general
unpredictability of everything: process outputs, results of
our decisions, etc. So, it is just CHIVU model will be
used below.

There is another answer to the question
formulated in the title of this section: The Forth Industrial
Revolution. Describing the main differences of the 4"
revolution from previous ones, Klaus Schwab speaks
about “velocity, scope, and systems impact” (Schwab
2016). Systems impact coincides with the complexity
component of CHIVU, velocity and scope may be easily
included into variability. That way the CHIVU model
covers both types of answers. Additionally, it is worth
noting that the ‘variability’ component covers two
different types of variability: mediocristan and
extremistan (Taleb 2007). Mediocristan variability is the
variability of a system under normal conditions, and
extremistan variability is the variability under the impact
of ‘black swan’-type event. Ultimately, one can say that
we live in the world of complex interconnected and
interrelated systems affected by multiple types of
variability on multiple levels, where the decisions are
being made by actors that can be rational and irrational
simultaneously, and all those factors together lead to
results both predictable and unpredictable.

So the problem arises: what kind of management is
most appropriate for such a world? The answer will be
given in the 3" section, but before that, let us look at the
SoPK by WED.

2. The main ideas of the SoPK

The necessity to change the style of traditional
management has become obvious to WED long before
the new century. “The basic cause of sickness in
American industry and resulting unemployment is failure
of top managers to manage... The causes usually cited
for failure of a company are costs of start-up, overruns
on costs, depreciation of excess inventory, competition
— anything but the actual cause, pure and simple bad
management” (Deming 2013, 16, italic by WED). This
was written in 1987 — more than 35 years ago. At that
moment, WED had already undertaken an attempt to
change American style of management in his famous
book “Out of Crisis” (Deming 1986). There he
announced his well-known 14 principles of good
management but most managers paid no attention to
them. He understood that merely a set of principles was
not enough — the World needs to have a theory of good
management. As WED often spoke (in different words):
“Theory leads to questions. Without questions,
experience and examples teaches nothing. Without
questions, one can only have an example. To copy an
example of success, without understanding it with the
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aid of theory, may lead to disaster” (Deming 2013, 79).
And WED created such a theory (Deming 1993, ch.4;
2013, 57)2. He named it ‘The System of Profound
Knowledge’ (SoPK). It consists of four interdependent
parts:

— Appreciation for a system.

— Some knowledge about variation.

— Theory of knowledge — vital.

— Psychology.

2 Maybe it would be better to say that WED created a scheme/draft of
the theory. However, this is not important for our subsequent
discussion.



Visually the SoPK can be presented as Venn diagram (fig.1).

Some
knowledge

Appreciation for a

Psychology

Theory of
knowledge

Fig. 1: The System of Profound Knowledge by W.E. Deming

The main purpose of this figure is to
demonstrate how all parts of the SoPK are interrelated
and cross-connected. The SoPK comes into being only
in the heart of it, where all the circles intersect. Here are
some WED'’s thoughts about the main features of each
component (Deming 2013).

System (ibid, 58).
“... a system must have an aim. Without an aim there’s no
system... Management of a system requires knowledge of

the interrelationships between all the components within the
system. And of the people that work in it.”

Variation (ibid, 77).
“Variation there will always be, between people, in output, in
service, in product. What is the variation trying to tell us
about a process, and about the people that work in it?”
Theory of knowledge (ibid, 79).

.. any plan is prediction. Any assumption is prediction...
Management is prediction. And with the risk of being
wrong... Theory leads to prediction. Without prediction
experience and examples teach nothing.”

Psychology (ibid, 80, 81).
“People are different from one another... Management of

industry, education, and government operate today under
the supposition that all people are alike... There is intrinsic

motivation, extrinsic motivation, over-justification... We have
been destroying our people, from toddlers on through the
university, and on the job... The most important figures for
management are unknowable.”

I'll return to these points later.

3. What kind of management is required in the XXI
century?

Surely, the answer to this question is predicated
upon a multitude of factors, but most crucial of those is
one’s vision of the main moving forces that impact our
lives. In my view, the notion of CHIVU described in
section 1 may serve as a reasonable starting point. The
world needs management that is capable of generating
optimal decisions in the environment of complexity —
human irrationality — variability — and unpredictability. In
the previous paper about WED (Adler & Shper 2015)
management principles of different gurus applied to the
realities of life in the XXI century were compared. The
analysis was structured in accordance with the number
of principles of ‘good’” management from 4 and up to
33, hence WED’s 14 points fall somewhere in the
middle. In the table below authors of those papers are
listed in the left column (table 1). Later we added to this
list the works of many other authors having divided them
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into two main groups: successful entrepreneurs (left
column at the bottom) and gurus, professors,
consultants, popular journalists, economists, etc. (right
column). For those who are interested in details, the
precise statements of good management principles
from our list 4-33 may be found in the Appendix. As 7

years passed since that paper was published, many
new works appeared that deserved being discussed
from the point of current interest. Below Il briefly
consider the most interesting findings appeared recently
and not discussed in (Adler & Shper 2015).

Table 1: List of papers containing suggestions about the principles of good management for the XXI century

Authors who proposed the number of | Guru, CEOs, professors, consultants, popular
principles of good management (numeral on | journalists, economists, etc.
the left)
4 — (Carney & Getz 2009) (Drucker 1999)
5 — (Myrick 2005) ( Johnson & Bréms 2000)
6 — (Berry & Seltman 2008) (Collins 2001)
7 — (ISO 9000 2015) (Bossidy & Charan 2002)
8 — (EFQM) (Csikszentmihalyi 2003)
12 — (Korten 2009) (Galbraith 2004)
14 — (Deming 1986) (Seddon 2005)
14 — (Liker 2004) (Sacks 2005)
25 — (Hopper, K. & W. 2007) (Burlingham 2005)
25 — (Hamel et al. 2009) (Pfeffer & Sutton 2006)
33 — (Matsushita 2004) (Brafman and Beckstorm 2006)
(Shiba & Walden 2006)
Successful entrepreneurs: (Osono, et al. 2008)
(Semler 2003) ( Jackson 2009)
(Hsieh 2010) (Rother 2009)
(Mycoskie 2011) (Bolchover 2010)
( Moyo 2012)
(Huffington 2014)
(Harnish 2015)
Added for this paper:
(Mackey & Sisodia 2013) (Pinker 2019)
(Sedlacek 2013) (Mintzberg 2019)
(Rozenzweig 2014) (Tschepin 2019)
(Laloux 2014) (Razgulyaev 2020)
(Foer 2017) (Etkind 2020)
(Madsbijerg 2017) (Hamel & Zanini 2020)
(Dwyer & Micale 2022)

John Mackey and Raj Sisodia (Mackey &
Sisodia 2013) write about a group of companies
focused on the well-being of all stakeholders. Their
ideology prioritizes goals like doing good for everybody,
searching for the truth, creating beauty and heroism to
do everything in one’s power to make the world better.
The companies studied in (Mackey & Sisodia 2013) can
be collectively described as “Conscious Capitalism”.
They follow certain principles: openness, trust, equality,
responsibility, honesty. All these principles are
completely compatible with the SoPK values and WED's
ideas.

The highly provocative book of Tomas Sedlacek
(Sedlacek 2013) is a desperate attempt to persuade
mankind that Economics (as the social science) has
gone astray: its mainstream is carried with math and
formulas and ignores Good and Evil — main moving
forces of history. In the context of this paper, | guess
that Sedlacek is trying to point out that economists have
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forgotten about Psychology — one of the pillars of the
SoPK. The mere existence of social science without
Psychology at its core is an example of astonishing
myopia.

Phil Rosenzweig (Rozenzweig 2014) - the
author of well-known “The halo effect ... and the eight
other business delusions that deceive managers” -
continues to deepen our understanding of systemic and
psychological problems which managers are facing
again and again in the real world. His work outlines the
importance of these two areas of the SoPK and their
indissoluble connections.

F. Laloux (Laloux 2014) gives a wide colored
perspective of organization development throughout
human history and describes the level he named “teal”.
Teal organizations are based on the following principles
(Laloux 2014, Appendix 4):

“Self-organizing teams with coaches when needed,
no executive team meetings,



no project managers — self-staff projects,

minimum or no plans and budgets, organic prioritization,
few staff remaining have only advisory role,

recruitment by interviews by future colleagues,

personal freedom and responsibility for training,

no job titles and fixed job descriptions,

high degree of flexibility in working hours, as long as
commitments are upheld,

focus on team performance plus peer-based individual
appraisement,

self-set salaries with peer calibration for base pay, no
bonuses, equal profit sharing,

no promotions but fluid rearrangements of roles based on
peer agreement,

dismissal is the last step in mediated conflict resolution
mechanism,

decision-making is fully decentralized and based on advice
process,

all information is available in real-time to all, including
company financials and compensations, clear values
translated into explicit ground rules of (un)acceptable
behavior,

organization seen as a living entity with its own evolutionary
purpose (competition is irrelevant concept),

strategy emerges organically from the collective intelligence
of self-managing employees,

innovation and development come from the purpose guided
by intuition and beauty,

suppliers are chosen by fit to the purpose,

anybody can spend any amount of money provided advice
process is respected,

peer-based challenging of team’s investment budget,
marketing is our offer to the world, no sales targets,

planning and budgeting are based on “sense and respond”
with workable solutions, no targets, “change” no longer a
relevant topic because organization constantly adapt from
within,

everyone is involved to let the best response to a crisis
emerged”

Careful comparison showed that the gist of these principles
coincides closely with the ideas that WED outlines (in
different words) in his books, papers, reports and notes
(Deming 1986, 1993, 2013).

Foer F. (Foer 2017) discusses the deadly perils
of the future humanity is facing due to efforts by GAFA
(Google, Apple, Facebook, Amazon), and other high
tech companies. These innovators intentionally or
inadvertently (most probably both) are trying to
construct a world where they decide what news we get,
what books we read, what goods we buy, what
destinations we choose, what friends we invite into our
circle, etc. As usual, “The road to hell is paved with
good intentions”. The logic of constant growth required
more and more followers — to achieve this goal, GAFA
started to rely on people’s biases and pander to the
ubiquitous ignorance of the crowds. “Humans are
comfortable with ignorance, but they hate feeling

deprived of information” (Foer 2017, 139). Big Tech
inundates us with big data and information, and most
people mistake this abundance for knowledge; though
many years ago Frank Zappa wrote that “Information is
not knowledge, Knowledge is not wisdom, Wisdom is
not truth...”®. Thus, many decided that they were the
only ones in possession of important knowledge... And
they started to share it with the world... It created
positive feedback and strengthened the power of GAFA.
As a result, instead of the Utopia of Peace and Freedom
the ‘World of GAFA’ emerges where “The value of
knowledge has been deflated and depressed...” (Foer
2017, 170). Many other researchers are anxious about
this problem — see for example the paper of N. Chomsky
(Chomsky 2018). The possible reason for this
phenomenon is the lack of system thinking. Knowledge
itself is not enough; it needs to be combined with other
components of the SoPK. Then knowledge can be
transformed into wisdom. The remedy? In my view -
proper education and knowledge of the SoPK principles.
Christian Madsbjerg (Madsbjerg 2017) raises a

similar but more general issue: people bombarded by
new gadgets and new technologies underestimate the
role of genuine human relationships and humanitarian
education. No artificial intelligence is able to experience
emotions and empathize — this is a major difference
between a Man and a Machine. The author proposed 5
principles of management for the XXI century, or, in his
own words, 5 principles of sensemaking (Madsbjerg
2017, 7):

“Culture — not individuals

Thick data — not just thin data

The savannah - not the zoo

Creativity — not manufacturing

The North Star — not the GPS”.

Careful scrutinizing of these principles reveals
the close connection between them and the SoPK by
WED.

Two books written in Russian (Tschepin 2019;
Razgulyaev 2020) describe a number of Russian
companies with management style very similar to one
described in (Carney & Getz 2009; Myrick 2005; Berry &
Seltman 2008; Semler 2003; Hsieh 2010; Mycoskie
2011; Johnson & Broms 2000; Mackey & Sisodia 2013;
Laloux 2014). This management style relies on the trust
between top management and employees, on
empowering people to make decisions within their
responsibility; style without punishments and searching
for guilty workers, without strict rules for daily routines,
etc. All these features follow WED’s ideas and fully
correspond with them.

3 He in no way was the first who outlined this thought. A Nobel prize
winner T. Eliot wrote about this in 1934, and there were many others
who lived long before.
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Aleksandr Etkind in his recent book (Etkind
2020) discusses the approaching ecological/climate
catastrophe and people’s reactions to it. He explains
that the coming disaster threatens the very existence of
mankind, and asks if we are able to refrain from
competing with one another, to stop wars and unite our
efforts in order to survive. | see this book as a loud
appeal for system thinking because the author outlines
over and over again the very simple idea: everybody on
this planet has common ground, common water and
common sky — we all depend on and rely on one
system. That's why we must cooperate instead of
fighting each other. And this is exactly the WED'’s idea of
win-win relations which was one of the central points he
highlighted at his four-day seminars he ran since his rise
to popularity in the USA in 1980 and to his death in

1993.
At last, Steven Pinker in his bestseller (Pinker

2018) asserts that all mankind history reveals the
tendency to “converge toward humanism”, so
management has to develop along the same direction.
Of course, this path in no way is simple and
straightforward; and objective evidences given by Pinker
cannot withstand any serious criticism - see, for
example, Dwyer and Micale (2022). | think, nevertheless,
the general direction of mankind’s development is really
going toward “Reason, Science, Humanism and
Progress”.

Such a conclusion coincides with the advices of
Henry Mintzberg in his amusing book (Mintzberg 2019)
and completely corresponds to the most recent book on
the issue of this paper: Humanocracy by G. Hamel and
M. Zanini (2022). The latter formulates the vision of good
management as follows*:

“You have the right to design your own job.

Your team is free to set its own goals and define its own
methods.

You are encouraged to grow your skills and take on new
challenges.

Your workmates feel more like family than colleagues.
You never feel encumbered by pointless rules and red tape.

You feel trusted in every situation to use your best
judgement.

You are accountable to your colleagues rather than a boss.

You do not have to waste time sucking up or playing
political games.

You have the chance to help shape the strategy and
direction of your organization.

Your influence and compensation depend on your abilities
and not your rank.

You are never given reason to feel inferior to the higher-ups.
The authors call such management style as human-centric.

At this point, an attentive reader may be asking
himself: why the numerous works in the area of Total

*| changed the times of verbs within this quote
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Quality Management (TQM) are not discussed by the
author, especially, since WED is considered by many
professionals as one of the founders of TQM®. There are
two reasons for this. First, in my view, WED’s SoPK is
essentially a much broader concept than TQM. | agree
with Black and Revere (2006) that “...TQM came from
the work of W. Edwards Deming ... and particularly his
famous 14 points...” (p. 261). However, TQM is one of
the many management models. The SoPK is not a
management model — it is a system of guiding principles
which should be used by CEOs for creating their own
management models. Or, as Linderman, Schroeder,
Zaheer, Liedtke, and Choo (2004) stated “Deming’s
system of profound knowledge is... a set of principles to
guide action” (p. 592). | consider SoPK as an
overarching theory of general management. Any label
such as TQM or Six Sigma or Lean Production or
something else narrows the significance of this
approach. Second, the TQM appeared at the end of the
last century as an answer to the underestimating
importance of quality by business people all over the
world. About twenty years later, quality became central
to any product, service or organization and it needs no
defense or special attention anymore. | am certainly not
trying to diminish the significance of research in the
quality management field — | am just interested in
examining the same subject from another point of view.

4. What transformation of management is necessary
for mankind to thrive in the XXI century?

Although in our earlier work (Adler, Shper 2015)
we have not analyzed the principles of management
from the viewpoint of CHIVU, the main conclusions of
that paper remain unchanged. All new works, both
mentioned here and even more not mentioned, added
many nuances, but did not contradict the following
conclusions.

The management of the XXI century should be
1. System-oriented;

2. Unpredictability-oriented;

3. People/Human-oriented.

The first point includes the SoPK'’s appreciation
for a system and at the same time complexity from the
CHIVU world. The second point includes knowledge
about variation in the SoPK and ‘variability plus
unpredictability’ components of CHIVU. The third point
includes the theory of knowledge and psychology from
the SoPK and human irrationality from CHIVU. In other
words, the System-Unpredictability-People  (SUP)-
oriented management answers the main challenges of
the current world situation and corresponds to the most
comprehensive management theory of our time.

What makes me think that WED’s SoPK is the
most comprehensive management theory to date?

® As far as we know, WED never used the term TQM in his papers or
talks.



The answer is very simple: because of the variability
component.

All the authors mentioned earlier and lots of
others not mentioned due to publication volume
restrictions discuss thoughtfully three components of the
SoPK: system thinking, knowledge growth and
psychology factors. These issues are quite clear and all
the researchers include them in their analysis. And only
a handful of authors (not more than 4 or 5) understand
the role of variability in contemporary management?®.
Why so? Because most authors are not familiar with the
theory of variation. Why do we think so? Because
understanding of variability cannot be boiled down to an
acknowledgment of variations existence. The idea of
statistical thinking (“Statistical thinking”):

e All work occurs in a system of interconnected
pProcesses.

e Variation exists in all processes.

e Understanding and reducing variation are keys to
success.

iS necessary but not sufficient condition for
understanding the theory of variability. Why, and what
else is necessary? As it was pointed out at the very
beginning of this paper, management is an activity
focused on achieving certain goals. To that end, one
needs to be able to make reasonable decisions under
conditions of ubiquitous variations presence. This task
requires knowledge of such a tool as a control chart.
Why? Because, this is the only way to differ variations
which require management to make actions from
another variations which do not require any actions. Or,
this is the only way to answer if a process is predictable
or not. And if not, there is no any management at all.
Control chart was coined by a prominent teacher and
friend of WED Dr. Walter Shewhart, who invented them
and presented the theory of their applications in two
books  (Shewhart 1931/1980, 1939/1986). The
experience of many experts in Russia and neighboring
countries and great amount of papers and other
publications in English tell us that most of the managers
in the USA, Europe and other parts of the world do not
understand and cannot interpret Shewhart Control
Charts (ShCC). Why? Because, they have never been
taught this skill. The theory of ShCCs has not been
included into the student programs of many colleges
and universities. What should managers know about
variations? As variations are omnipresent and inevitable,
all managers should know what the process variation is
trying to tell them. It requires “... understanding of
variation, including appreciation of a stable system, and
some understanding of special causes and common
causes of variation” (Deming 2013, 77). This is vital for
the management of a system, especially for people in

6 See, for example, an excellent work of Miron Tribus about the germ
theory of management (Tribus, 1992).

leadership positions.  “The leadership of people
(manager, leader, supervisor, teacher) is entirely
different in the two states, stable and unstable.

Confusion between the two states leads to calamity...
There are two mistakes in attempts to improve a
process, both costly:

Mistake 1: To treat as a special cause any outcome, any
fault, complaint, mistake, breakdown, accident,
shortage, when actually it came from common causes.
(Tampering.)

Mistake 2: To attribute to common causes any outcome,
any fault, complaint, mistake, breakdown, accident,
shortage, when actually it came from a special cause.”
(Deming 2013, ibid). All managers should know how to
minimize the losses from these two mistakes, and the
only tool to do this is the ShCC. Though almost a
century has passed since Shewhart coined this concept
(the first ShCC appeared in 1924) there have been no
further developments in methods of determining if a
process is in a stable state or not. Of course, ShCC are
being used in many companies, and there are industries
where their application is mandatory (for example,
according to IATF 16949:2016 standard, the suppliers
for the Big Three are obliged to use control charts to
prove the stability of their key characteristics). But
management (especially top brass) often is not required
to use this technique.

Meanwhile, in his foreword to Shewhart's book
(Shewhart, 1939/1986) WED outlined the most important
application of control charts: management of people. It
is worth noting that any mistakes in this field can be
highly costly and harmful. Similar thoughts were
expressed in the recent paper in Quality Progress, which
focuses on understanding variation (Nolan, Perla &
Provost 2016): “Correctly assessing variation is
fundamental to sound decisions”. The authors of (Nolan,
Perla & Provost 2016) provide interesting examples of
the lack of understanding variation and of the right
application of ShCC in such areas as GDP
measurements (economics), accidents with nursing
facility residents (medicine & social help), fatal
occupational injuries rate in American states (safety
assurance), and dropout rates by family income
(education & well-being). In all these areas, ShCC turns
out to be an irreplaceable tool for sound decision-
making. Speaking of Russia, there is additional objective
evidence of the lack of knowledge on ShCC (Shper &
Beresh 2020). The author is conducting a survey of
statistical process control knowledge among students,
workers, operators, engineers, managers from 2005 to
the present day (among all people whom | teach SPC
course). One of the survey’s questions is: “Are you able
to construct a Shewhart control chart?” Over 15 years,
522 persons took part in the survey. The results are
shown in fig.2. One can see a ShCC named x-mR chart
or chart for individual values and moving range. Each
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point in fig.2 represents a percentage of answers ‘No’ to
the aforementioned question. This percentage refers to
a group of people (usually 12 - 20). Answers were
divided into subgroups by job activity: company
employees (mostly engineers), quality department staff
(usually quality managers, metrologists, auditors), and
future managers (students of different universities and of
MBA courses). Inside each subgroup there is a
chronological order of points: from the left (2005) to the
right (2020). Among 46 subgroups only 5 fell below the
0.5 value - that is only about 11% of groups had more
than 50% of participants who were able to construct a
ShCC. In fact, things were much worse because this
survey was always conducted at the very beginning of a
course or training, and very often the following lessons
showed that participants who considered themselves
familiar with ShCC turned out to be wrong. Nevertheless,
the central line for the category of company employees
is equal to 0.68, for quality department staff — 0.70, and
for future managers — 0.95 (!). This means that in
subgroups for future managers 95% of people simply
are unable to use such a fundamental tool as ShCC. It is
worth noting that the process is stable (except for one
point). How could they know? — usually said WED,
pointing out that this knowledge could not come into the
mind by itself. This skill must be taught.

It is important to take into account that the lack

management model deprives it of being holistic (that
was mentioned in part 2). That's why | am sure that the
SoPK exceeds most of the other management theories.

Returning to the title of this section, I'd like to
mention some recent works/events which add important
colors to previous material.

First of all, a notable event has happened in
August 2019. | mean, the Statement of 181 CEOs of the
so-called “Business Round Table” (“Statement” 2019).
For the first time, the CEOs of the biggest American
corporations recognized that profit generation is not the
main goal of their business. “This new statement better
reflects the way corporations can and should operate
today,” said Alex Gorsky, Chairman of the Board and
Chief Executive Officer of Johnson & Johnson and Chair
of the Business Roundtable Corporate Governance
Committee. “It affirms the essential role corporations
can play in improving our society when CEOs are truly
committed to meeting the needs of all stakeholders.”
(“Business” 2019). The same thought was claimed in a
paper by Martin Wolf in “Financial Times” (Wolf 2019).
Two famous persons: banker and entrepreneur - Jamie
Dimon and Warren E. Buffett — (Dimon & Buffett 2018)
called for public companies to reduce or eliminate the
practice of estimating quarterly earnings — an approach
that contradicts the long-term strategy necessary for
prosperity.

of even one component of the SoPK in any
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Fig. 2: x-mR chart for answers to the question “Are you able to construct a ShCC?”
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What else seemed quite interesting in my view:
the authors of (Tschepin 2019; Razgulyaev 2020) as well
as (Mackey & Sisodia 2013) (to name a few) obviously
are not familiar with the books of WED (it is clear from
the references and mentions those authors provided).
Nevertheless, main principles of their approach are in
close alignment with WED’s 14 points. More than that,
they follow the SoPK at least in relation to its three
constituents: understanding system, the theory of
knowledge, and psychology. But again not the theory of
variations - understandably so. The thing is: all these
authors lack the statistical thinking background, so they
simply do not know what they do not know.

An attentive reader may ask a question: were
not there some papers critical of WED’s SoPK published
since 19937 In fact, we have found none. There was a
publication in Quality Progress (Conclin 2014) where a
group of quality experts tried to revise WED’s 14 points.
We thoroughly analyzed their arguments (Adler & Shper
2016) and found them completely unconvincing.
Moreover, | totally agree with the title of another paper
from Quality Progress (Moen & Norman 2016): “Always
Applicable. Deming's system of profound knowledge
remains relevant for management and quality
professionals today”. Another attempt to refute WED’s
ideas appeared in the book (Blommaert, Vandenbroek &
Kolthof 2019). This time authors tried to persuade us
that WED’s famous cycle PDSA (Plan-Do-Study-Act)
(“PDSA cycle”) became obsolete and is not suitable for
conditions of the 4" Industrial Revolution. Again, I'm not
convinced by their reasoning (although a detailed
analysis of that work requires a separate paper).

[I. CONCLUSION

What should be done?

No doubt that the modern world is drifting
towards SUP-oriented management. This tendency
corresponds with the increase in people’s freedom and
creativity, and it is pushed forward by scientific and
technological development of global society. The draft
of the new model of management equipped to deal with
modern challenges exists since 1993. It was created by
a prominent guru of quality W.E. Deming, who called it
‘The SoPK’. However, as WED stated many times, the
SoPK cannot suddenly materialize in people’s minds
from nowhere. As it has been already pointed out, the
SoPK is not a management model. Moreover, | don't
want it to become “crashed and burned” as it happened
with TQM, according to Black and Revere (2006, 259).
| don’t want it will turn into “... a pale or highly distorted
version of what Deming ... laid out” (Hackman and
Wageman 1995, 338). So far, there is only one
possibility: the SoPK should become our way of
everyday thinking. It should be taught and learned.
Every person on Earth must possess the basics of the

SoPK because all CHIVU components will grow and
over time will permeate every day of our lives. The earlier
we start teaching our children the SoPK the better.
That's why | suggest starting a discussion on how to
teach the SoPK in primary school. Why primary, you ask,
and not in universities? Because itll be too late.
Changing the minds of adults is almost impossible.
Understanding of systems, variability, theory of
knowledge and psychology must become an important
part of common sense for every Earth inhabitant. Slightly
rephrasing a well-known quote by H.G. Wells, one can
say: understanding of the SoPK will one day be as
necessary for efficient citizenship as the ability to read
and to write. This is essential for the survival of mankind.
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APPENDIX

The statements of principles for the 21% century management from the list 4-33
John Galbraith (in fact he listed not principles of good management but principles of bad management — that’s why
he is absent in the left column of our table)

1. The so-called market system actually is a corporate system.
2. The power in corporations belongs to management.
3. Management is guided by the uncontrollable craving for power and self-enrichment

4. The using of GDP growth as a measure of society progress is not a harmless mistake.

B. M. Carney and I. Getz

1. Stop telling and start listening.

2. Start openly and actively sharing your vision of the company so people will “own” it.

3. Stop trying to motivate people
4. Stay alert.
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Make them feel appreciated.

See their potential, not their flaws.

Lead with authority, not power.

Love them first.

Make them feel they are part of something special.

Steven Spear
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One must formulate very specific goals and start moving to them by using the most advanced methods.

The control should be built into the process in order to find problems right away when and where they
appear;

Problems should be solved so that root causes must be removed. To achieve this one should use PDSA
cycle.

Problem solving should lead to the increase of process knowledge.

This knowledge should be spread all over the organization.

Leaders should help people and whole organization to move to self-perfection

Clinics (Berry L. L., Seltman K. D.)

Continuous striving for ideal service quality and adherence to non-profit principles.
Constant and sincere wish to help each patient.

Constant commitment to professional development of each employee.

Aspiration to change in response to the change of society needs.

Constant commitment to achieve the top results in whatever one deals.

Utter honesty in all deeds.

0

Customer focus

Leadership

Engagement of people

Process approach

Improvement

Evidence-based decision making
Relationship management

Achieving Balanced Results

Adding Value for Customers

Leading with Vision, Inspiration & Integrity
Managing by Processes

Succeeding through People

Nurturing Creativity & Innovation

Building Partnerships

Taking Responsibility for a Sustainable Future

David Korten

Redirect the focus of economic policy from growing phantom wealth to growing real wealth.

Recover Wall Street’s unleashed profits, and assess fees and fines to make Wall Street theft and gambling
unprofitable.

Implement full-cost market pricing.

Reclaim the corporate charter.

Restore national economic sovereignty.

Rebuild communities with a goal of achieving local self-reliance in meeting basic needs.

Implement policies that create a strong bias in favor of human-scale businesses owned by local
stakeholders.

Facilitate and fund stakeholder buyouts to democratize ownership.

Use tax and income policies to favor the equitable distribution of wealth and income.

© 2023 Global Journals



10.
11.
12.

Revise intellectual property rules to facilitate the free sharing of information and technology
Restructure financial services to serve Main Street.
Transfer to the federal government the responsibility for issuing money

Edwards Deming ’

1.
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11.
12.
13.
14.

Create constancy of purpose toward improvement of product and services, with the aim to become
competitive and to stay in business, and to provide jobs.

Adopt the new philosophy.

Cease dependence on inspection to achieve quality

End the practice of awarding business on the basis of price tag.

Improve constantly and forever the system of production and service.

Institute training on the job.

Institute leadership.

Drive out fear.

Break down barriers between departments.

Eliminate slogans, exhortations, and targets for the work force asking for zero defects and new levels of
productivity.

Eliminate work standards (quotas) on the factory floor. Substitute leadership.

Remove barriers that rob the hourly worker of his right to pride of workmanship.

Institute a vigorous program of education and self-improvement

Put everybody in the company to work to accomplish the transformation.

Jeffrey Liker

1.
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10.
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15.
16.

Base your management decisions on a long-term philosophy, even at the expense of short-term financial
goals.

Create continuous process flow to bring problems to the surface.

Use “pull” systems to avoid overproduction.

Level out the workload (heijunka). (Work like the tortoise, not the hare).

Build a culture of stopping to fix problems, to get quality right the first time.

Standardized tasks are the foundation for continuous improvement and employee empowerment.

Use visual control so no problem is hidden.

Use only reliable, thoroughly tested technology that serves your people and processes.

Grow leaders who thoroughly understand the work, live the philosophy, and teach it to others.

Develop exceptional people and teams who follow your company’s philosophy.

Respect your extended network of partners and suppliers by challenging them and helping them improve.
Go and see for yourself to thoroughly understand the situation

(genchi genbutsu).

Make decisions slowly by consensus, thoroughly considering all

options, implement decisions rapidly (nemawashi).

Become a learning organization through relentless reflection

(hansei) and continuous improvement (kaizen).

Brothers Hopper

1.

2.

w
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All successful organizations, however simple, consist of systems within a system (This is the Master
Principle)

All systems are nurtured by routines, which must be regularly reviewed and refreshed.

The most important sub-system in any organization is the managerial hierarchy, which is likely to be based
on some form of line-and-staff.

The best type of hierarchy is “bottom-up”.

Leadership should as far as possible be collective or “collegiate”.

The middle manager is the keystone of the managerial arch.

“One man, one boss” — which should be re-stated as “one person, one boss”

Meeting are “the medium of management work”

" We abridged some wordings for compactness
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Gary Hamel, et al.
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“Integrated decision-making” leads to right conclusions.

. Planning should be for the short term (say, one to four years), the medium term (say, five to eight years) and

the long term (say nine years up).

You should make a careful study of mistakes and successes of the pioneers in your field — and learn from
them.

Excellent internal communications in all directions — but above all upwards — are necessary in any
successful organization.

The manager must be a leader in both a practical and a moral sense.

You should use consultants sparingly —and “strategic” consultants never.

A manager should be aware of his responsibilities to society as a whole, including to his company’s
employees as human beings.

If it ain't broke, you should try to make it work better.

Avoid debt like the plague — or, if that is impossible, use it sparingly.

A manager should possess, or acquire what is known as “domain knowledge”, i.e. a profound
understanding of the technology and business of his company, which can normally be gained only through
a long apprenticeship in that company or in the same industry.

The testing and training of managers should be pragmatic and continuous.

Managers who wish to reach the top should start at or near the bottom.

Job rotation (sometimes known as intra-company mobility) is desirable to create the “rounded” executive.
Employment should in general be for the long term — by which is meant, at least, eight and, if possible, ten
years.

Complementarity is one of the keys to making appointments.

The remuneration system should promote and reward group effort.

Avoid ostentation like the plague.

Ensure that the work of management serves a higher purpose.

Fully embed the idea of community and citizenship in management systems.
Reconstruct management’s philosophical foundations.

Eliminate the pathologies of formal hierarchy.

Reduce fear and increase trust.

Reinvent the means of control.

Redefine the work of leadership.

Expand and exploit diversity.

Reinvent strategy making as an emergent process.

. De-structure and disaggregate the organizations.

. Dramatically reduce the pull of the past.

. Share the work of setting directions.

. Develop holistic performance measures.

. Stretch executives time frames and perspectives.

. Create a democracy of information.

. Empower the renegades and disarm the reactionaries.
. Expand the scope of employee autonomy.

. Create internal markets for ideas, talents and resources.
. Depoliticize decision-making.

. Better optimize trade-offs.

. Further unleash human imagination.

. Enable communities of passion.

. Retool management for an open world.

. Humanize the language and practice of business.

. Retrain managerial minds.
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Business is something that human beings do for the happiness of other human beings.

Those who pursue business are artists at work on an endlessly unfolding canvas.

The healthy growth of a corporation depends on solid business principles.

A business is a public entity, it should never be thought of as a private possession.

If you do what naturally makes sense, like putting up an umbrella when it rains, your business will prosper
Recognize the fact that society knows best. If you strive to be accepted, you will prosper.

If you manage your business with correct ideas and proper methods, it is bound to succeed.

You cannot fail if you keep going until you do succeed.

Success in business is not due to good times and failure is not due to bad times.

. Believing that the world is perpetually evolving is what makes vigorous business possible.
. Making a profit is part of the social responsibility of a corporation. Not to realize a profit is a crime against

society.

. The outstanding entrepreneur strives to be a winner, but also to be a winner people will admire.
. By practicing "dam management", you can keep your company stable and constantly growing.
. The world is constantly moving forward. We should strive to make each day a little better than the day

before.

Every failure contains the seeds of success and every success harbors the danger of failure.

Trust is something that takes time to build up, but that can be destroyed in an instant.

To fall behind one day today could put you behind a year or for the rest of your life.

The mission of a manufacturer is to offer good, affordable products and in abundant supply.

You must find a way to demonstrate your respect and appreciation to each and every employee.

Rely neither wholly on intuition nor completely on science.

In competitive sports and business alike, in the last moment of the game you could win, or you could lose.

If you do what you should do and don't do what you should not do, you will never lose

A person who is truly successful becomes more modest and more humble with each success

What kind of people you put together can determine whether their combined abilities are an asset or a
liability.

No matter what the field of endeavor, there are different roles to play, but the worth of each job is the same.
First make the decisions dispassionately and then consider feelings, not the other way around.

Much is to be learned from keeping an open mind to the opinions of others.

When you delegate work, remember that almost more than ability enthusiasm will assure the job is done
well.

When hiring, focus 70 percent on a person's strong points and 30 percent on his or her weak points.

The most effective approach to assigning work is to delegate responsibility without relinquishing
involvement.

An effective formula for training employees is 10 percent strict, 90 percent gentle.

A report that says no problem exists could turn out to be the harbinger of a major problem.

No matter how able, a leader cannot win the support of others unless he or she knows how to mete out
appropriate rewards and punishments
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