
Defense AT&L: March–April 2017  24

An Argument for  
Process-Based 

Audits
Christopher Kluse, Ph.D. 
Mark S. Phillips, Ph.D.

Kluse is an assistant professor of Quality Systems at Bowling Green State University in Ohio and is a former Quality Professional in the 
automotive industry. Phillips is a professor of Quality Assurance with the Defense Acquisition University College of Contract Management.

T
he cornerstone of Government Contract Quality Assurance (GCQA) is the 
ability to verify that a product or service conforms to the terms of a con-
tract. Performing this verification historically has been a challenging task.

Over time, these practices have evolved into the processes we have in place today. However, in the 
early days of World War II, GCQA was experiencing difficulties based on the volume of war materiel 

produced. The promise of an “Arsenal of Democracy” was at risk due to inefficiencies in production processes and 
inspection. To meet the demand, inspectors were hired to inspect all of the products. This proved troublesome 
due to the volume of products and difficulties in providing trained inspectors, according to the American Society 
for Quality (ASQ) 2016 Web article, “World War.” The article stated:

During this period, quality became an important safety issue. Unsafe military equipment was clearly unacceptable, and 
the U.S. armed forces inspected virtually every unit produced to ensure that it was safe for operation.

Mass inspection was not a suitable means to ensure product quality. It was also impractical to try to employ vast armies of 
inspectors. To help improve GCQA, methods of sampling were introduced, “With the aid of industry consultants, particularly 
from Bell Laboratories, they adapted sampling tables and published them in a military standard, known as Mil-Std-105.” 

The introduction of sampling plans allowed the government to use statistical methods to examine production 
parts. This statistical approach required less personnel and allowed inspection based on risk. However, it was real-
ized that “inspecting in quality” was a poor substitute for manufacturing quality into a product. With the lessons 
learned from World War II fresh in the collective mind of the Department of Defense (DoD), in the late 1950s the 
government rolled out Military Specification MIL-Q-9858A, Clause 8.1 of which states:

Total conformance to contract requirements cannot be obtained effectively and economically solely by controlling inspec-
tion and testing. Therefore, it is essential to control work operations and manufacturing processes as well as inspections 
and tests. The purpose of this control is not only to assure that particular units of hardware conform to contractual re-
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quirements, but also to assure interface compatibility among 
these units of hardware when they collectively comprise major 
equipment’s, subsystems and systems. 

MIL-Q-9858A laid the foundation for Quality Management 
Systems (QMS). It also described the importance of process 
control as a means to ensure product quality was “manufac-
tured” in and not “inspected” into the product. 

The Quality Revolution,  
a Paradigm of Change
A quality revolution began in the 1980s with the introduction 
of Japanese-originated Total Quality Management (TQM) 
systems. By the late 1980s acquisition reformists saw the 
system of Military Standards as an impediment to efficient 
procurement practices. Although MIL-Q-9858A laid the 
foundation for Quality Management Systems, the commer-
cial ISO standard was viewed as a suitable replacement for 
the Military Standards. By the early 1990s this pressure for 
change was being felt at the Office of the Secretary of De-
fense (OSD). In March 15, 1994, Defense Secretary William 
Perry communicated that we needed to shift from a manage-
ment philosophy that attempted to achieve high quality and 
performance through after-the-fact inspections to one that 
prevents defects through controlling its processes and re-
viewing the process controls of its contractors (focus on pro-
cess control rather than hands-on inspections). His view was 
later turned into action. In the Acquisition Review Quarterly 
for summer 1998, Lt Col William P. McNally, USAF, stated: 
“On June 29, 1994, Perry issued a directive that outlined a 
preference for performance and commercial specifications 
over MILSPECs and MILSTDs.”

Essentially, this represented a shift in philosophy; commercial 
quality specifications became the preferred approach when 
assessing quality management systems for military sourced 
components. Thus, with a stroke of a pen MIL-Q-9858A was 
rendered obsolete and superseded by commercial quality 
specifications. 

International Standards and  
Flawed Registration 
In the late 1960s and 1970s, industry took the lead from the 
military and begin conducting its own supply base audits. During 
this time, organizations began implementing their own quality 
programs, based on internal standards, in an effort to gain and/
or maintain contracts with the military and government agen-
cies. Because of a lack of industry standards, many organizations 
turned to the military standard as the basis for evaluating sup-
plier quality systems. Auditors from the customer typically were 
from the organization’s purchasing department and the scope 
of the audit was to assess the supplier’s capability to provide 
product according to the contract specifications.

Additional surveillance audits often were conducted to assure 
that the system had been maintained throughout the life of the 
contract. This customer-supplier audit practice progressed 
in magnitude, resulting in a vast number of audits required 
of a given organization. In an effort to reduce the numbers 
of audits that an organization would have to undergo, and to 
encourage global standardization for customer-supplier audits, 
a Technical Committee (TC 176) was formed by The Interna-
tional Organization for Standardization (ISO). The result was 
the series of ISO Quality Assurance Standards, ISO 9001, ISO 
9002, and ISO 9003 published in 1987.
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Third-Party Registration and Its Evolution
Not too long after publishing of ISO Standards series in 1987, 
external third-party audits exploded in magnitude mainly due 
in part to the perceived necessity to become “ISO Certified” 
as an organization.

While initially attractive as the basis to prove that an organiza-
tion has a structured quality system in place, it was soon real-
ized that the certification by no means equated or guaranteed 
acceptable quality. The registration body, referred to as the 
“registrar” is selected (i.e., they pay the bill for the process) 
by the organization seeking certification to the ISO standard. 
The organization pays for this service and, thus, the term “third 
party” registration is used. However, the mere fact that the 
organization pays for this service suggests otherwise. Once 
the registrar is selected, generally a preliminary audit is con-
ducted. Observations and action items are written and often 
are deemed opportunities for improvement (OFIs) and non-
conformances (NCs). The organization formally addresses 
these items, and is then “ready” (typically) for the final regis-
tration audit. At the conclusion of the registration audit, similar 
actions (OFIs and NCs) are presented by the auditor; once 
formally closed, the organization now is ISO 9000 certified.

It also is well known and documented that some audit findings 
are trivial and don’t uncover significant organizational prob-
lems with quality. An example of this is the Firestone-Ford 
Explorer Rollover case in 1990. The third-party registrar was 
asked why the audit did not uncover the problem. Multiple 
third-party auditors came to their defense, stating this was 
not the scope of the audit and it was not designed to “find” 
these type of issues. 

Finally, the registrar or auditor has no jurisdiction over the 
organization such as the Environmental Protection Agency 
or the Occupational Safety and Health Administration would 
have over organizations. Thus, by definition, it’s not a third-
party audit. 

Audit and Certification Process Flaws 
While the ISO certification scheme has existed since 1987, 
the ISO standard as written does a fine job outlining the mini-
mum requirement for a functional quality management system 
(QMS). It is the flawed audit and registration scheme that leads 
to non-value-added activity. First, the organization funds the 
entire process, and it is safe to assume, since the organization 
is the customer, that registration is certain even if an audit goes 
poorly. The registrar is not obligated to “pass” any organiza-
tion—but without customers, the registrar does not exist. This 
process is analogous to an organization hiring a consultant to 
conduct an internal or first-party audit. Also, the auditor(s) may 
or may not have any experience with the product or process 
audited or may lack management systems knowledge. 

Weakness of QMS Audits 
The Federal Acquisition Regulation (FAR), Part 52.246-2, 
stipulates that, “The Contractor shall provide and maintain 

an inspection system acceptable to the Government.” Ad-
ditionally, FAR Part 52.246-11 says, “The Contractor shall 
comply with the higher-level quality standard(s),” when 
higher level quality requirements are invoked. The weak-
ness of the application involves “what is acceptable” and to 
“what standard.” The government does not recognize third-
party certification. Most organizations using an ISO-based 
QMS have been certified by a third party. In some cases, 
the government serves a redundant purpose, but in others 
it becomes a de facto registration body. The implication is 
that the organization now has a “certified” quality system 
and seems in compliance, so why is there such apparent 
skepticism?

The skepticism arises from the authors’ years of experience 
with ISO audits and the underlying principles that dictate the 
registration scheme. There also is a complete lack of correla-
tion between ISO certification and the assurance of a “Qual-
ity” product or service, and the two do not go hand in hand. 
QMS audits are audits of a management system; one must 
have experience regarding an array of management systems. 
Additionally, there is no process in place to ensure that the 
third-party audit scheme is effective. 

ISO Audits—No Indicator or Identifier of Risk 
Risk assessment is a longstanding concept and was re-
quired from previous versions of ISO, even though not nec-
essarily explicitly so. For example, the use of Failure Mode 
and Effects Analysis has always been required to assess 
risk in the automotive community. In order for an internal, 
second- or third-party audit to add value, there should be 
an assessment of the risk of creating and shipping defective 
product. It is fine as far as it goes to merely confirm that an 
organization’s system complies with stated arbitrary inter-
national standards. However, as these authors have noted, 
conforming to a standard does not ensure product quality. 
Risk assessment can be related to audit effectiveness; if one 
can locate weaknesses that will allow for creation and ship-
ment of nonconforming product, the audit can be deemed 
effective since it has meet an intended, tangible purpose.

An Argument for Process-Based Audits 
For these reasons, it makes sense to look at Process Base Au-
diting as a replacement for the QMS Audit in GCQA. Looking 
back to MIL-Q-9858A, “it is essential to control work opera-
tions and manufacturing processes.” Understanding processes 
has always been part of the DoD’s prevention strategy. A 
properly conducted process audit will ensure the product of 
interest is being manufactured in a manner consistent with 
proper process control. In addition, following the process from 
shipping to product realization also would allow the auditor 
the opportunity to verify the QMS is performing as required 
to meet GCQA requirements. 

The authors can be contacted at ckluse@bgsu.edu and mark.phillips@
dau.mil.
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