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Basics of Benchmarking

Purpose

This interactive satellite presentation will explore how benchmarking can drive improve-
ment in small businesses.

After participating in this program, you will be able to:
. Define benchmarking in terms of how it can be used in your organization
. Conduct a benchmarking study using a 4-phase model for process benchmarking

. Assess your organization's readiness for benchmarking

Using your Audience Guide

This Audience Guide is designed to help you follow along with the presenter. The visuals
emphasize major points, and should be used as landmarks to keep up with material as it's
presented. Keep in- mind that this guide will serve as a reference when conducting
benchmarking studies of your own.

Your Presenter

Dr. Carla O'Dell is Senior Vice President in charge of the International Benchmarking
Clearinghouse, a service of the American Productivity and Quality Center. The Clearing-
house was founded to promote and facilitate benchmarking through research, common
interest group studies, training, consulting, and an on-line computer network for members
to match needs and share ideas.
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Benchmarking ...
. an alllance among partners
. a process for implementing best practices
. accelerates the rate ot change
. provides realistic improvement goals
N\ _/

Benchmarking is an alliance between partners to share information on processes and mea-
sures that will stimulate innovative practices and improve performance. A process of finding
and implementing best practices, benchmarking accelerates the rate of improvement by
providing real world models and realistic improvement goals.

Or 10 phrase it another way :
Benchmarking is the practice of being humble enough to admit that someone else is better at
something and being wise enough to learn how to match and even surpass them at it.

Benchmarking works because it helps you understand your own processes and enables you to
learn from others.
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Why benchmark? Because a business must change to stay ahead, and benchmarking is a system
managing change. Benchmarking focuses on improving key business processes. By looking outside your
organization and learning from others, you can achieve quantum leaps in performance that otherwise might
take years to achieve. Businesses simply don't have that luxury of time. Innovation and change are the keys
to survival. '
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Benchmarking Creates Organizational Value

. Self-assessment

. Industry Position

. Optimize performance
- financial
- customer satisfaction
- increased efficiency

N\ _/

Your organizaton will gain several benefits from benchmarking. For starters, benchmarking provides you
with an opportuniry to assess your business performance. By looking outward for improvement, you'll gain
a better understanding of your relative position in the industry. Most importanty, the thrust of bench-
marking is to optimize your performance--through higher profits, happier customers, and more efficient
processes.

Benchmarking is an outgrowth of practices like industry analysis and compettive intelligence. Benchmark-
ing digs a level deeper by closely examining the processes behind the comparative data.

Benchmarking is even enabling competitors to talk to each other. Through structured studies and shared
findings, competing companies can raise the standard of excellence industry-wide.

But the greatest benefits come from looking for best practices ousside your industry. This is where real
innovaton is born. For example, when Southwest Airlines wanted faster changeovers, it benchmarked
INDY 500 NASCAR crews . ...

. . . emergency rooms turned to Dominoes Pizza to leam about rapid deployment.. . .

... a shell casing company benchmarked a lipstick tube manufacturer to learn about polishing cylinders. .
... and hospitals looked to Marriott and Ritz-Carlton for ideas on improving the admissions process.
How do you decide what to benchmark? Use three critical criteria. The project should:

L. Be of strategic importance to the organization

2. Make significant improvements to customer satisfaction, quality, cost, or cycle ume

3. Have a high potenaal for success

Possible benchmarking projects include customer satisfaction measurement, delivery time, maintenance
practices, capital investment decisions, training, and minimization of administrative costs.
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Benchmarking Process Model
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The benchmarking process is organized into four major phases:
1. Planning the study

2.  Collecting information

3.  Analyzing gaps in performance

4.. Adapting improvements

As evidenced by the model, benchmarking is not a one-time event; it's a continuous recalibration to improve
the quality of products and services. For those processes that are critical to your organization, benchmarking
is vital to accelerating the rate of improvement.
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Ge)  Gu Planning the Study

. Decide what to benchmark

Select the team

-

. Understand your own process
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The first phase is planning the study. This is when you actually get the project off the ground. During this
phase, you define your study, form the benchmarking team, and, most importantly, understand the process

that you want to improve.

A well-planned benchmarking study ensures effective results. Understanding your own process is so

important, in fact, that it can take up half of the total project time.

Deciding what to benchmark begins with a planning session by senior leaders to identify the organizadon’s
key business processes. These are the processes that have a direct influence on customer satisfaction. and,
therefore, on the success of your business. Some examples of key business processes include on-ime

delivery, product development, and customer service.
Good process selecdon is driven by:

1. a definidon of customers

2. a mission to meet and exceed their requirements

3. a clear vision of where the organization wants to be
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Select the team:
. Executive champion

. Process owner

N\ ' J

Once senior leadership has prioritized improvement opponuhitics. it convenes a benchmarking team.
Every benchmarking team needs the involvement and support of two crucial players:

1. the executive champion (the advocate for the team's work)

2. the process owner (the person who has authority to make changes to the process)

The team should be made up of individuals who understand and work with the process being benchmarked.
Because processes typically cross functional areas, team composition should reflect the key functions

involved.

Good benchmarking team members are willing to seek new ideas, discover what's behind superior practices.
and break through existing paradigms.

Large benchmarking projects typically last about six months, with members devoting approximately ten
hours per week. Smaller, more-focused projects can be done much quicker.
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Scope the process:
. Most important customer
. Smaller sub-processes

. Problem areas
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As part of a benchmarking team, your first task is to gain a thorough understanding of the process to be
benchmarked. At this point, many teams discover that the process they want to improve is too big to study
at a manageable level. A team faced with this dilemma may ask itself a few quick assessment questions:
. Who is our most important customer in this process?

2. Can we break down the process into smaller sub-processes?

3. Which of these sub-processes is causing the most problems?

A broad process such as product development may need to be broken down into its sub-processes: market

research, design, and manufacturing. Resource requirements will emphasize benchmarking areas of critical
importance to the business.
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Understand your process:

. Scope the project to a manage-
abie level

. Analyze activities, flow, and
measures

Once the scope of the process has been established, the next step is to understand how that process “works.”
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Customers:

Use this process model as a guideline:

1.

Identify your customers

Develop a thorough understanding of your customers, analyzing them by market segment, demograph.
trends, etc. Phone interviews, surveys, and focus groups are good sources for obtaining customer feedback.
Determine their requirements for the products/services you provide

These are your customers’ measures of success. These measures provide the basis for determining

how well you're meering customer expectations. Measures are typically grouped into three categories:

l. Quality (error rates, # complainzs)

2. Cost (labor costs, material/supply costs)

3. Cycle rime (production time, delivery time, response time)

Identify measures that will provide you with a meaningful basis for comparing your process with other
orgarizations.

Analyze the activities-that produce customer output

This means defining the beginning and ending points, and understanding every activisy in between,
including who performs it and how long it takes. A flow chartprovides a visual tool for communicating with
key process players.

Determine input requirements

List all the products/services you need to produce outpus. Identify the measures of success for each.
Identify your suppliers

Process improvemens requires a similar desire to improve from your suppliers. Your suppliers are

often sources of valuable information about industry trends and best-in-class performance.

As you analyze your process, it's likely you'll immediately discover key areas for improvement
therefore, benchmarking.
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Collecting Information

. Conduct secondary research
. Identify benchmarking partners
. Develop data collection strategy
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This moves us into the second phase of benchmarking: Collecting Informaton.

During this phase, you embark upon a full-scale investigation to research best practices, identfy
benchmarking partners, and develop a strategy for collecting information to improve performance.
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Sources for Secondary Research:

Libraries

Business journals

Experts

. . J

You begin by collecting information about your process—who might be good at it both inside and outsid¢
your industry. This kind of information can be collected through secondary research of libraries, trade anc
business journals, and experts in the field. Reading articles and talking to experts helps you identfy
potential parmers who appear to be excellent at a process. '

You then decide how many parmers you need and can afford. This helps you narrow down your L.
potential benchmarking parmers to those organizations that exemplify superior performance in the prixes
being benchmarked.
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Establishing Benchmarking Partners:
1. Common Interest Groups
2. Established alliances

3. Local Chambers of Commerce

\ . J

Benchmarking parters are established through several channels, including:

1. Third party sources, such as the International Benchmarking Clearinghouse, who serve as a neu-
tral base for common interest group studies--for exampie, customer satisfaction measurement,
new product development, and accounting & finance.

2. Formal and informal alliances already established with other organizations.
3. Local Chambers of Commerce and other business groups.

Library databases, trade associations, and government agencies are great sources of information. [f you
don't have your own business library, the American Productivity & Quality Center provides informatior
services 1o help you.

Small companies with limited resources often find strength in numbers. Joining forces with other smal
organizations enables a greater latitude for sharing information--both for immediate improvements, anc
ongoing networking relationships. In addition, small companies can ask to share benchmarking
information from customers of suppliers. It's in large companies' best interest to improve the overali
quality of products and services of their suppliers.

To better understand your benchmarking partners, you can develop a Best Practice Matrix (example on
next page). Companies are rated on criteria your organization deems relevant, such as customer satis-
faction, process innovation, and quality improvement initiative.

Remember: 1o establish effective parmerships, you must be willing to share information. Most organi-
zations are eager to exchange information with their peers out of natural curiosity and their own desire
to improve.

Amevrican
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Best Practice Matrix Example

7 Understanding | Process |\jeaqres | Customer | Information lrnpe::g::em Scarch for Company
, of Process | innovation Satisfaction| Technology |  Initiative | Imprvme. | - e 29
A 3 4 ! 3 3 3 3 2.9
B 3 1 1 2 2 1 1 1.6
c| 2 2 3 2 2 1 1| 19
D 3 ! 3 2 2 1 3 2.1
E 2 ! 2 3 2 3 ! 1.9
F 3 2 3 2 ) 2 ! 2.0
G 3 -3 4 3 ! 4 4 3.1

1 = weak in this area

2 = roughly at the same level as our company
3 = above average

4 = excellent performance

1. What are we looking for in a bcnchrharking partner?

2. What companies best fit our definition of "best practice?”

A=

© Preductvey & Quany 1993
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Data Collection Strategy:
1. Information
2. Questions

3. Methods

Once benchmarking partners have been established, the team develops a strategy for collecting information.
Typically, this srategy has three components:

1. Information to gather
2. Questions to ask
3 Methods to use

First, you decide what information you really need. It's important that you don't waste your partners’ tme
by asking for information that is readily available in the public domain. Information such as size, profits.
and major programs are generally available from the local library or rade association.

The more information you gather up front, the richer and more targeted the information you can gather when
interfacing with your parmers.

Asking the right questions is critical. Really focus on what you want to know; avoid long sets of questions.

Methods of communication include telephone surveys, mailed questionnaires, and site visits. These give
the team opportunities to dig deeper to uncover enablers behind superior performance. A well-communi-
cated benchmarking plan helps establish a productive, long-term relationship with benchmarking partners.
The next three pages provide you with guidelines for working with parmers, as well as a Code of Conduct
for ethical benchmarking. ’

Contrary to popular belief, many benchmarking studies are conducted without ever going on a site visit.
A well-investigated study can uncover sufficient information through questionnaires and telephone
interviews.

What distinguishes benchmarking from competitive analysis is the mutual sharing of information to
uncover specific activities for process improvement.

.Ano elic s

© Prosuarvey & Quainy 1973 13
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Guidelines for Working with Partners

Before contacting the partner prepare:

. An opening statement (introduction) and summary of purpose

. An explanation of why that parmer has been selected

. What you are willing to share with parmer

Make the contact

. Find out the process owner for that process .

. Recognize that person’s sense of pride/level of knowledge about the
process

. Let the contact know what he/she can do to prepare

Finalize an interview plan

. Set the objectives

. Review all available data

. Prepare a list of concise, non-leading questions

. Be prepared to answer why a particular question is asked

Things to Watch Out For. ..

Referring to another organization or to its information while visiting a third-party organizaton

Giving informarion in a public forum about a benchmarking partner without the parter’s
specific permission

Asking for information that you are not willing to provide

Initiating contact and setting up a visit without first doing your internal benchmarking
"homework”

Bypassing the designated host of your benchmarking partner to change the agenda or to set up
side activities beyond the agreed-upon benchmarking event

Requesting last-minute changes or additions to the visit agenda
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Benchmarking Code of Conduct

Preamble

To guide benchmarking encounters and enhance the professionalism and effectiveness of benchmarking, the Intematonal
Benchmariang Cleannghouse, a service of the American Producavity & Quality Center, and the Strategic Planning Insumte
Council on Benchmarking have adopted this common Code of Conduct. We encourage all organizations o abide by this Code
of Conduct Adherence to these pninciples will contribute w efficient, effectve, and ethical benchmarking.

Code of Conduct

Individuals agree for themselves and their company to abide by the following principles for benchmaridng with other
organizatons.

1. Principle of Legality

. If there is any potential question on the legality of an issue, don't do it

. Avoid discussions or actions that could lead to or imply an interest in restraint of trade, market, and/or
customer allocation schemes, price fixing, dealing arrangements, bid rigging, or bribery. Don't discuss
costs with competitors if costs are an element of pricing.

. Refrain from the acquisition of trade secrets from any means that could be interpreted as improper,
including the breach or inducement of a breach of any duty to maintain secrecy. Do not disclose or use
any trade secret that may have been obtained through improper means or that was disclosed by another in
violadon of a duty to maintain its secrecy or limit its use. ’

. Do not, as a consultant or client, extend one benchmarking smdy's findings 10 another company without
first obtaining permission from the parues of the first study.

2. Principle of Exchange

. Be willing to provide the same type and level of information that you request from your benchmarking
parmer to your benchmarking parmer.

. Communicate fully and early in the relationship to clarify expectadons, avoid misunderstandings. and
establish mutual interest in the benchmarking exchange.

. Be honest and compiete.

3. Principle of Confidentiality
. Treat benchmarking interchange as confidential to the individuals and companies involved. Informauon
must not be communicated outside the parmering organizations without the prior consent of the bench-
mariing parner who shared the infarmation.

. A company's partcipation in a study is confidential and should not be communicated externally without
its prior permission.

(continued on next page)

American

© Prosucrvey & Quany 1M 16
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4.

Principle of Use

. Use information obtained through benchmarking only for purposes of formulating improvement of
Operations Of Processes within the companies parucipanng tn the benchmariang study.

. The use or communication of a benchmarking pantner's name with the data obtained or pracuces ob-
served requires the prior permission of that partner.

. Do not use benchmarking as a means to market or sell.

Principle of First Party Contact

. Initiate benchmarking contacts, whenever possible, through a benchmarking contact designated by the
parmer company.

. Respect the corporate culture of partner companies and work wathin mutually agreed upon procedures.

. Obuin mutual agreement with the designated benchmarking contact on any hand-off of communication
or responsibility to other pardes.

Principle of Third Party Contact

. Obtain an individual's permission before providing his or her name in response (o a contact request.

. Avoid communicating a contact’s name in an open forum without the contact’s permission.

Principle of Preparation

. Demonstrate commitment 1o the efficiency and effectiveness of benchmarking by completing preparsatory
work prior to making an initial benchmarking contact and following a benchmarking process.

. Make the most of your benchmarking partners’ time by being fully prepared for each exchange.

. Help your bémhmaxﬁng parmers prepare by providing them with an interview guide or questonnaire

andageudapriorwbemhmaﬂingvisin.

Principle of Completion
. Folbvmtmghwhhachwnmimemmadcnyourbcmhnmﬁngpuminndnﬂymm.

. Complete each benchmarking study to the sarisfaction of all benchmarking partners as mutually agreed.

Principle of Understanding and Action

. Undasnndhowmbeochnmﬁngpammwouldlibmbeumd.
. Tmmbathxﬁngmhmemvd\umhbenchmsﬁngwndﬁkebbem
. ummmmmmmmmMnummmuampmms

handled and used, and handle and use it in that manner.
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...., Analyzing Gaps
Qs

. Determine performance gaps
. Identify characteristics of superior
performance
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Once the information is collected, you're ready to analyze the results. During this phase, you compare
process performance to find the gaps and determine what magnitude of improvement can be achieved. This
phase is the crucial link between identifying superior performance and actually adapting it to the
organizaton.
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Determine Performance Gaps
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In comparing your process to the benchmark, you'll
identfy specific gaps in performance. This charnt
illustrates the benchmark performance level and
trend line compared your company's current perfor-
mance.

This second chart projects a future point in ime
when your company will achieve parity with the
benchmark. It's important to keep in mind, however,
that the benchmark is likely to continue improving as
well.

That brings us to the third chart, illustrating that the
improvement your company needs must be faster than
the improvement rate of the benchmark just to achieve

parity.

Once a gap has been identified, you investigate why it exists so that you can plan an effective strategy for
making improvements. Throughout the benchmarking process, tools such as brainstorming, cause and eff:
analysis, root cause analysis, and other quality tools well help you analyze your arcas of weakness. A br.
explanation of these tools is provided in the appendix of this Audience Guide.
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Determine Performance Gaps
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In comparing your process to the benchmark, you'll
identfy specific gaps in performance. This charnt
illustrates the benchmark performance level and
trend line compared your company's current perfor-
mance.

This second chart projects a future point in ime
when your company will achieve parity with the
benchmark. It's important to keep in mind, however,
that the benchmark is likely to continue improving as
well.

That brings us to the third chart, illustrating that the
improvement your company needs must be faster than
the improvement rate of the benchmark just to achieve

parity.

Once a gap has been identified, you investigate why it exists so that you can plan an effective strategy for
making improvements. Throughout the benchmarking process, tools such as brainstorming, cause and eff:
analysis, root cause analysis, and other quality tools well help you analyze your arcas of weakness. A br.
explanation of these tools is provided in the appendix of this Audience Guide.
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Enablers:

Factors and practices that facilitate
superior performance.
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Your job now is to discover the factors and practices that enable other organizatons to achieve superior
performance. These enablers translate into specific improvement opportunities. An organization cannot
improve its processes by simply imitating its benchmarking parmers. You must understand how enablers
such as training, information technology, management leadership, and job design facilitate superior
performance in order to adapt them to your own organization's unique culture,
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As your formalize your recommendatons for improvement, you should be able to break them down into
specific tasks. These tasks are analyzed in terms of cost and resources needed.

At this point, ask yourself:

I. Who is the key stakeholder for each task?

2. Whar change do we want this person to support?

3. Whar methods will ensure that we're able to gain his or her support?

Once your benchmarking team has completed the study, you need to follow through coordination of
improvement implementadon.

The Action Plan presented on the next page is a form for coordinating the change effort. This form
summarizes the study results and idendfies the objective of the project. The short-term goal, perhaps a
parity with the current benchmark, is identified along with a longer-term goal. Each strategy to achieve the
objective is identified along with its targets and milestones. The strategy elements roughly correspond o
the enablers identified during the benchmarking study.

Benchmarks are, by nature, time-dependent.  What once was a standard of leading edge performance
becomes, over time, a basic performance level. Benchmarking is a part of the contnuous improvement
process.
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Benchmarking Action Plan

PROCESS:
Critical Success Factor:

Process Owner: Date:

Summary of Study Resuits:

OBJECTIVE GOALS
Short-term:
BENCHMARK
Long-term:
Company:

Date Observed:

STRATEGY (Owner) TARGETS AND MILESTONES
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Benchmarking Action Plan

PROCESS:
Critical Success Factor:

Process Owner: Date:

Summary of Study Resuits:

OBJECTIVE GOALS
Short-term:
BENCHMARK
Long-term:
Company:

Date Observed:

STRATEGY (Owner) TARGETS AND MILESTONES
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Self-Assessment Survey

1. How would you characterize your organization for the following features? Rank your
organization's current situation on a scale ot 1 - 5, as indicated below, for each of the

following features:

Feature Rank Low Medium High
1 2 3 4 5
Decision Making Autocratic Pahicipative Consensus
Structure Centralized Decentralized Muilti-business
Conglomerate
Teamwork Functional Project & Cross
Only Functional Functional
Only
Flexibility Static Open Dynamic
Reluctant
Iinformation Hard Copy Central Local
Handling Files Computer Network
Files Files
Strategic Change Management Middle-mgmt. Employee
Management — Directed Initiated Initiated
information Use —— Iinternal Internal Plus Robust Use
Information Traditional of All Sources
Only Extemnal

Sources
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2. What are the top three organizational strengths that you anticipate to be able to build
Benchmarking upon?

3. What alliances among strategic business partners, suppliers and major accounts will be
most useful to your Benchmarking efforts?

4. Which managers in your company would benefit most from Benchmarking? Rank
these managers using a scale of 1 - 5 (low to high) in terms of importance of their personal
buy-in to Benchmarking and their potential ability to serve as an executive champion for
Benchmarking.

Name Buy-in Importance "Champion” Ability
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Brainstorming

What is it?

Brainstorming is a technique for generating ideas. A good metaphor for brainstorming is to imagine sparks
lighting a fire. Ideas are thrown out, igniting more ideas. As thoughts begin to come together, innovadve
solutgons are born.

How do I do it?
1. Assemble a group of 5-7 people.

2. Identfy a problem to solve or a desired goal.

3. Throw out as many ideas as possible relating to your purpose. Eacourage a
free-wheeling, relaxed atmosphere. Consider gll ideas; don't be judgmental.

4, Record the team's progress on a flipchart, overhead, or white board.

S. When all thoughts have been exhausted, begin grouping similar ideas.
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Process Flowchart

What is it?

A flowchart is a way of visually analyzing your current process. By mapping each and every step, you can
identfy places where there are inefficiencies. A flowchart helps you understand your process as it is. and
identfy the areas that nced improvement.

How do I do it?
A Flowchart Example

Use the following flowchart symbols: Manufacturing Widgets

C) Start/Stop point !

One step in the _
process (a change) * &

Send 1025 to AM & Engineer | Send orer
I ; @ o order worksheet 1O
engineering | g Omeis O ! Adminstration

Decision point * « l

{ / Output
O Connector
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Cause & Effect Diagram

What is it?

A Cause and Effect Diagram (also called "fishbone diagram™ due to its shape, and "Ishikawa diagram” after
the man who championed its use), is a brainstorming tool that guides you in organizing your thoughts. The
cause and effect diagram takes a consequence (the effect), and explores all its possible causes. The diagram
is a visual aid in helping you flesh out ideas through branching.

How do I do it?

L.

Determine the effect that the team is addressing. This could be either a problem you're
rying to solve, or a goal you're rying 1o achieve.

Put the effect in a box to the right hand side of the paper, drawing an arrow from ieft to

right pointing to the effect.

Decide upon major categories around which to group your ideas. Typically, these
categories include: People, Materials, Methods, Equipment, and Environment.

Put the major categories in boxes and direct a branch arrow from each box to the main
arrow. Brainstorm causes under each category, branching out from each idea. Categories

large clusters indicate problem areas.

Remember that the goal is to cure the causes, not the symptoms.

Cause and Effect Example
Problem: Slow Check-in

- |Environment People

Methods

Adoquasy

[ matorials |

Causes Effect
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FOUNDERS (11)
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Arthur Andersen
Browuing-Ferris Industries
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Hewlett-Packard Company
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Digital Equipment Corporation

Dow Corning
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Gemiai Consuiting
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Internanonal Benchmariing Clearinghouse

Common Interest Groups

M TERRATIONA:

BENCHMARKING

CLEARINBHNB UL S(

Customer Satisfaction Measurement: This Common Interest Group (CIG) began with an
Organizing Meedng at the July Network Meeting in Long Island. The group decided to network
via the apqc on-line network as weil as to meet personally at quarterly meeangs. In additon to
discussing the general topic of Customer Satsfaction Measurement, each meeung will also bave
a theme. Themes will be decided by member input on the apqc network and will serve as a basis
to guide discussions. The CIG held its first quarterly meeang on October 23rd in Houston with
the theme of Customer Complaint Handling. Over 40 members were in attendance to hear
representatives from Xerox, Mazda, Diamond Shamrock, and WordPerfect all share informaton
about how Customer Complaints are handled within their organizatons.

The second quarterly meetng is already in the works. The theme of this meeung will be
Translating Customer Satisfaction Dara Into Product And Service Improvements. It is to be held
on January 22, 1993 in Largo, FL. Confirmed speakers for the event are Toyota, AT&T
Paradyne, Corning, and Case Credit Corp.

Cyde Time Reduction in New Product Development: This CIG has just gouen off the
ground. We had the initial Organizing Meeting on September 11th. The group decided to focus
on the front-end of the development process (product concept and definition) and the
organizational and people issues critical to New Product Development Companies that
participated in this preliminary meeting were: Eastman Kodak. Harris, Honeywell, Johnson &
Johnson, Baxter, and IBM.

The first meedng of this CIG will be in Largo, FL on January 22, 1993. Confirmed
speakers for the event are Xerox, Baxter, and Hamis.

Accounting, Finance and Treasury: The Organizing Meeting for this CIG was August 27t
The surveys received from the meeting indicated an interest in Management Reportung, Cash
Management, and Budgeting to name 2 few. A meeting date has not yet been set Some of the
companies that sent representatives included: Browning-Ferris Industies, Entergy Corp.. FMC
Naval Systems Div., Hewlett-Packard, NASA-Johnson Space Ceater, Phillips Corp., The
Prudental, Sears Logistics Services, Shell Oil Co., Star Enterprise, SunHeaith, Tenneco, Texas
Instruments, UNISYS, and USAA.

Quality Function Deployment: This is the newest CIG. The idea for the CIG was generated
from numerous requests by Clearinghouse members over the electronic network. This group will
focus on discussing their experiences related to this topic. Some of the companies participatng
include: Deere, Cincinnati Beil, AMP, and UNISYS.

Information Systems: In response to a growing number of requests for Benchmariing
data/contacts in the area of Information Systems, this CIG held an Organizing Meeting at the
October Network Mectung.

Internal Assessment: Spﬁngingup&omanumbcofumnbersinmininmﬂmldrige
Award assessments, this CIG is to be headed up by one of our members, Gary Buehler of
UNISYS.

Please note that all of the CIGs have their own electronic conference on the apqe system. This
mblmmmwdcompmiawcommnﬁawidunndhe}psthanmgkpmmmom
companies. It should also be mentioned mupuﬂa:ingm the organizing mectings do not
necessarily mean that those companies will eventually join the CIG.

A Service of the American Productivity & Quality Center. 123 North Post Oak Lane.
Houston. Texas USA 77023-7797 Phone (713) 6854666 Fax (713) 681-5321
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Benchmarking Step 1 -
Decide what to Benchmark

Purpose
Prioritize and select processes

Essentlals
~ Goals and strategles
~ Customer expectations
~ Self-assessment
~ Industry standards
~ Competitive position
~ Market forces
~ Regulatlons
- Improvement potential
~ Costof change

involve employees in selecting Benchmarking projects. Tie the

selection process to the organization's goals and strategies, self-

assessment results, and the extemal customer’s perspective!

Notes:

Ideas:
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Benchmarking Step 2
Understand your Process

Purpose

Gather hard process facts and decide if
Benchmarking Is necessary

Essentals
~ Establish cross-functional team
~ Map current process
~ Collect process measures
~ List important should process

attributes
Decide
Improve process [ Make external
internally or comparison and
' improve process

Insist on facts -- not opinions!

Create a picture of what the new, improved process should

look like.

Notes:

Ideas:
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Benchmarking Step 4
Analyze Data

Purpose
Compare process information to
discover root cause of success

Essentials
~ Analyze performance gap

~ Discover unique features
(enablers) of best-in-class -

Do not sacrifice quality for quantity. Look for the critical few
enablers of success. Careful analysis will reveal the enabling root
cause of the superior performance. Sometimes an enabler
overcomes a long-standing barrier to better process pe'rformanoe.

Notes:

Ideas:




Benchmarking Step S
Develop Plan to Improve

Purpose

Create enthusiasm and motivation
while planning for process change

Essentlals
~ Report findings
~ Collect internal ideas _
~ Set process goals
~ Plan Impiementation detail
~ Schedule time and checkpoints
~ Build support

Identify short, medium, and long-term deliverables and plan
acvordingly. Some action plans resuiting from Benchmarking studies

may require a year or more to fully implement.

Notes:

Ideas:




Benchmarking Step 6
Implementation

Purpose

Implement and monitor action plans
and report results

Essentials
~ Use project planning
~ Recognize Benchmarking Team
~ Report successes

Inform the organization of your planned changes. This up front
communication will ease the "discomfort™ associated with

organizational change. Remember, cuiture change is always more
difficult than technical change.

“It must be remembered that there is nothing more difficult
to plan, more doubtful of success, nor more dangerous to
manage than the creation of a new system. For the
initiator has the enmity of all who would profit by the
preservation of the old institution and merely lukewarm
defenders in those who would gain by the new one.”

Machiavelli, The Prince (1513)
Notes:

Ideas:

38



Benchmarking Step 7
Continuous Improvement

Purpose
Encourage continuous process
improvement

Essentlals
~ Measure resuits
~ Recalibrate against the best

~ Re-enforce quest for process
improvement

~ Enjoy success

Benchmarking updates usually take only 10 to 30 percent as
much time as the original project yet may yield as many benefits as
the earlier study.

Noles:

Ideas:
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Quality Benchmark Deployment

A technique
for selecting
‘benchmarking
-projects and
performance
measures

by ‘
Roger Swanson

fTH BENCHMARKING, ORGANIZA-
tions aced anot rcinvent the
wheel. [nstead, they can creative-
ly adapt innovative practices
found outside their organizations.
For most organizations, the decision to benchmark
is not hard to make, but the decisioas on which
practices to benchmack and which performance
measuces to use are difficult.

. There is sufficient literature suggesting that
benchmarking should focus on critical areas first,
but the literature doesn’t provide practical tools to
help the practitioner select appropriate benchmark
subjects and measures. There is one tool, however,
that can help: quality benchmark deployment
(QBD).

Understanding the terminolagy

QBD is a variation of quality function deploy-
ment (QFD). While QFD identifies the functional
characteristics of products and services that satisfy
customers® expectations, QBD identifics the orga-
nizational processes, practices, and structural fac-
tors that satisfy customers’ expectations. QBD
also identifies appropriate performance measures,
including key process variables, that indicate the
satisfaction of customers’ expectations.

Meeting extemal customers® expectations is
measured in temms of customer satisfaction, while
meeting intemal customers’ expectations is’ mea-
sured in terms of business effectiveness. These
quantifiable measures of performance are driven
by the processes, practices, and structucal factors
of the business—the pecformance drivers. In other
words, performance is deteamined by those perfor-
mance drivers, and all quality improvement activi-
ties, including benchmarking, should be dicected
at improviag or changing them.

Performance drivers are often interrelated; they
create value (real or perceived) and consume
cesources (including time). Structucal factors often
must be changed before an organization's process-
cs and practiocs can be improved. These structucal
factors include the organizational steuctuce and
culture, technology. cnvironment (both politicat

and geographical), and certain costs (for example,
contractual labor agreements and geographic utili-
ty rates).

Applying the technique

An example best explains how QBD works.
Suppose you have just purchased an independeat’
service station on Jericho Tumpike in Commack,.
NY, in bankruptcy court. Before the sale, you inter-
viewed the owners, Cal and Dick Smith, and ana-
lyzed other independent competitors in Commack.*
Table | shows a poction of the data collected. After

- reviewing the competitive data, you assign the

code name .of “Gasoline Hell” to the new acquisi-
tion, which is in contrast to the name of one of the
competitors, “Gasoline Heaven."”

To use the QBD technique, here are the steps
you must take: .

Step zero: Prepare a competitive or staategic
assessment of the business using the information
from Table i. This step—often referred to as step
zero in benchmarking studies—is critical to under-
standing the gas station's competitive- weaknesses
and identifying areas needing quality improvement. -
In addition to obtaining competitive information,
step zero can also include preparing flowcharts of
key processes and addressing more strategic issues,
such as critical success factors foc the industry.

Step 1: Survey customers to determine their
expectatioas, their catings of the importance of
cach expectation, and their levels of satisfaction
wilh your station and with competitors® statioas.
Appropriate sources for these-data include focus
groups, customer surveys, customer complaints or
suggestions, and trade publications. Identify not
only current customer expectations that are critical
(0 success, but also potential expectations that
would excite customers. Focus groups using affini-
ty diagrams can be used (o group customer expec-
tations into key, higher-level expectatioans.

Once this information is collected, plug it into
the QBD chart shown in Figure 1. Specifically, it
would be plugged iato the “Customer Satisfaction
Rating™ scction and the “Customer Expectatioas™
scction shown in Figurc 2. As Figure 2 shows,
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is calculated using the foanula:
Gasoline Hell target/Gasoline Hell actual

The strategic plan coutd address the low-price expectation by
lowcring prices and profit margins in the short term while
addressing the prompt service and station cleantiness problems.
Al three expectations might be critical to higher volumes and
.. 1g-teqm success.

If satisfying specific customer expectations can be an effec-
tive sclling poing, a sales-points weighting factoc can be calcu-
fated using market rescarch or cstimated as was done in Figure 2
(“Customer Satisfaction Rating” section, “Sales point” col-
umn). Sales points generally follow the customer-defined
importance ratings; however, they are often omitted unless mar-
ket research supports their inclusion.

Step 3: Calculate the absolute weight of customers' cxpocta-
tions using the formuta: )

[mpoctance rating x Rate of improvement x Sales point
(if applicable) _
Next, determine demand weight, which is the absolute
weight on a percentage basis. To calculate the demand weights,

add the values in the absolute weight column and divide cach
value by the total.

Step 4: Identify the pecformance drivess. This is the most
important step in the QBD process. The objective is to define

» peocesses, practices, and structural factors that are critical to '

lisfying customers’ expectations. Several tools are useful in
« search for causes (i.c., drivers) yiclding the desired effect
(¢, satisfied customer expectations): : :
« Affinity diagrams to identify and group common factors
« Interrelationship or I[shikawa diagrams to relate causes with
cffects .
« Tree diagrams constructed using the five-why method of
searching for root causes
Once identified, add the performance drivers to the QBD
chart in the “Performance Drivers™ section. - -
Step S: Ascerain the streagth of the causal relationships
between pesformance drivers and customer expectations. The
streagth of the relationship can be categorized as “strong™ (raw
value of 9), “some” (raw value of 3), and “possible” (raw value

-of- 1). This step often requires the use of data oc expert consen-

sus using these tools: _

« Pareto analysis to identify the vital sources of variation in
processes that affect customers® expectations

« Combination tree and matrix diagrams to show the relatioa-
ships between expectations and deivers and the strength of
the relationships

Once the relationships -are categorized as *
oc “possible,” put the correspoading symbols in the upperleft
comer of the appropriate boxes. For example, the coaclation
between the pecformance deiver of atteadant training and the.
customer expectation of low price was detccmined to be
“some.” Thus, a circle was put in the upper-left comer of the
intersecting box.

As Figure 2 shows, atteadant trainiag is stroagly related (o0
prompt secvice, clean stations, and fricndly staff. Overall conve-
nicace is strongly correlated with the number of credit cards
accepted and the {acility design. Clean stations coqrelate strong-
ly with the rest-coom cleaning and inspection process.

Step 6: Calculate the corresponding demand-weighted corre-
lations usiag the foanula:

g” “m“ .

Raw corrclation value x Demand weight

Put these demand-weighted correlations in the lower-dight
cormer of the appropdate boxes. la Figure 2, for example, the
streagth of the causal relationship between attendant training
and low price was determined (o be “some,” which has a aw
value of 3; the demand weight for the customer expectation of
low price was calculated as 18.5 (sce step 3). Thercfoce, the
corresponding demand-weighted correlation is rounded to 56
(3 x 18.5=155.5).

For Gasoline Hell, the strongest correlation is between train-
ing and prompt service, with a demand-weighted coarelation of
333(9x37).

Step 7: 1deatify the first candidate for benchmarking. This is
determined by first totaling the dednand-weighted correlations
in each peformance-driver column. Once these aumbers are
noted in their respective columns, calculate the perceatage for
cach pecformance driver. .

In Figure 2, for example, the demand-weighted correlations
for the performance driver of attendant training are added fora-
total of 745 (56 + 333 + 267 + 0 + 89). Then, the performance-
driver totals are added for a grand total of 1,607 (745 + 147 +
241 + 192 + 282). This reveals that attendant training reccived
46% of the total points (745/1,607) and is the process to
improve first—hence, the first candidate foc benchmarking.

In organizations aceding or curreatly undergoing major
change, certain key structural factors, such as‘the organizational
culture, might not be rated highly because of organization bias.
In many cases, these structural drivers will be the showstoppers
that must be addressed first. These must be identified and
addressed in the organizations® strategic plans. - . .

Step 8: Determine key performance measures. These mea-
sures relate directly to customer expectations (¢.g-, low prices),
process variables (¢.g., service cycle time), or higher-order busi-
ness cffectiveness measures (¢.g., volume and market share).
Add the pecformance measures to the QBD chart shown in
Figure 3. :

New measures for tracking pesformance are often added as

* the benchmarking study progresses in the analysis of pesfor-

mance drivers. During the analysis step of benchmarking, the
gaps between the organization's performance measures and
those of the best competitor are plotted and projected into the |
future. The change in results can be measured and tracked as
the performance drivers are changed, which brings us to the last
section of the QBD chart, the Driver Implementation matrix.

Tap . g~
:'5“', g:;; A

(SIS eGe AL
Pt ainiRaeel
Key Performance Measuces
S.wléss|s_= Ecs
cue2|loR2|sE2|c=e
i M AR Bt
148 | $1.13 | s1.28 | $1.20 | Full-service regutar price ($/gation)
$1.68 | $137 | 5160 | $1.4S | Full-service super premium price ($/gafion)
50 26 42 32 | Service cyde lime (minutes)
08 8 13 2.7 | Volume {milfion gatioasiyear)
% 3% % 10% | Market share (peccent total)
25% 69% 40% S0% | Premium gasoline (percent total)
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Step 9: Determine driver implementation measuces. These
measures indicate progress in changing performance deivers. i
They are the key variables in the processes, practices, and struc- £
tural factors that indicate change is being deployed. Add the 4
driver implementation measures (o the QBD chart showa in i
Figure 4. S 3
For some organizations, this portion of the QBD chart might  §
be optional since these measures might be included in theic ¢
-implementation plans; they might not cven need to continue 1
using the QBD chart since its primary purpose is to ideatify
projects, measures, and drivers—aot track implementation. §
L : *

A logical teol o
The QBD techaique helps organizations logically select criti-
cal areas to benchmark. It also helps identify the next most  §
impoctant areas to address. The techaique helps organizations -

understand the relationship between customers’ expectations
and performance drivers. It also highlights the fact that pecfor-

" mance measures can be benchmarked, but these results will

remain unchanged unless the uaderying performance deivers
are changed..

Reference

L. Gasoline Heaven, which is operated by Rudy and Tim Massa,
was the subject of a Wall Street Journal article published May 24,
1991. The majority of the Gasoline Heaven dita is based on the article

ad the author’s interviews and ficld obscrvations. All other infooma-
tion in the data table is the product of the author’s imagination. Any

- resemblance to actual persons, living or dead, or any business oc oga-

wization is coincidental.

Roger C. Swanson is the president of Competitive Dynamics, [nc. in
Culver City, CA. He reccived a master’s degree in business administra-
tion from the University of Califomia, Los Angeles. Swanson is a
member of ASQC.
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The 10 Pitfalls of Benchmarking

Avoid ,
mistakes by
understanding

these miscues.

hy
Irving DeToro

ENCHMARKING IS ACCEPTED WORLD-
wide as a management technique to
improve business performance. The
concept is easy to understand, and
many firms have proven that bench-
marking provides added value. Yet, some orga-

nizations have failed in their attempts to imple-

ment this simple concept. To avoid mistakes in
benchmarking, one must understand the types
of common benchmarking miscues. What fol-
lows are 10 pitfalls that, if
avoided, can help ensure
benchmarking success:

Pittali 1:
Lack of sponsorship

Like a successful sports
team, a successful bench-
marking team needs a leader.
Unless a senior manager is
aware of the project and has
agreed to serve as the team’s
mentor, the project could fail.
Often, the amount of time,
effort, and resources needed
to undertake a benchmarking
project isn’t understood. If a
project is launched without
sponsorship, team members
might later be criticized for
spending too much time away
from their primary work.

A team that benchmarks
without a manager might
resemble an empowered team
until it’s time to present rec-
ommendations. The manager
who must approve the recom-
mendations might have no
knowledge or appreciation of
the project. Lacking a spon-
sor, a team’s project could be
unknowingly killed by an
uninformed manager reallo-

cating resources or changing priorities. )

To avoid these problems, a team should sub-
mit to management a one- to four-page bench-
marking project proposal that describes the
project, its objectives, and potential costs. If the
team can’t gain approval for the project or get a
sponsor, it makes little sense to proceed with a
project that’s not understood or appreciated or
that is unlikely to lead to corrective action when
completed.
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Pittall 2:
Selecting the wrong people for the team

Who are the right people for a benchmarking team?
Individuals involved in benchmarking should be the same
ones who own or work in the process. It’s useless for a team
to address problems in business areas that are unfamiliar or
where the team has no control or influence. While it might
seem trite, an often-overlooked point is that those working in
the process know the most about it and are the most capable
of identifying and correcting problems.

Pitfall 3:
Teams not fully understanding their own work

A benchmarking team often visits world-class organiza-
tions in the hope of learning how they achieved superior per-
formance. After a friendly and insightful meeting, team
members return to the office, but nothing happens as a result
of the meeting. What went wrong?

It’s likely that the team attempting to understand world-
class performance could not relate another company’s per-
formance to its own. If the benchmarking team didn’t map,
flowchart, or document its work process, and if it didn’t
benchmark with organizations that documented their
processes, there can’t be an effective transfer of techniques.
The intent in every benchmarking project is for a team to
understand how its process works and compare it to another
company’s process. The exchange of process steps is essen-
tial for improved performance.

Pittall 4:
Teams taking on too much

The task a team undertakes is often so broad that it
becomes unmanageable. This broad area must be broken into
smaller, more manageable projects that can be approached
logically. A suggested approach is to create a functional
flowchart of an entire area, such as production or marketing,
and identify its processes. Criteria can then be used to select
a process to be benchmarked that would best contribute to
the organization’s objectives. Thus, projects can be
approached in order of importance and can be implemented
and completed without large time lapses.

Pitfall 5:

Managers falling to understand the necessary
commitment

Teams will often begin a project knowing that the prob-
lems have long persisted and that some degree of time and
effort will be required to correct them. Managers, however,
under the pressures of competition, improved performance,
or demanding deadlines, need a faster solution. Since man-
agers aren’t as familiar with specific work issues as their
employees, they tend to underestimate the time, cost, and
effort required to successfully complete a benchmarking pro-
ject. Managers should be informed that while it’s impossible

62 Quality ProgressJanuary 1995

to know the exact time it will take for a typical benchmark-
ing project, a rule of thumb is that a team of four or five indi-
viduals requires a third of their time for five months to com-
plete a project.

Pitfall 6: )
Focusing on melrics rather than processes

There still are firms that focus their benchmarking efforts
on performance targets (metrics) rather than processes. Even
if a firm like this hits its performance target, it will have little
idea how it can again achieve the same level of performance.
Knowing that a competitor has a higher return on assets
doesn’t mean that its performance alone should become the
new target (unless an understanding exists about how the
competitor differs in the use of its assets and an evaluation of
its process reveals that it can be emulated or surpassed).

Focusing on performance gaps is useful in identifying
improvement opportunities. Seeing gaps might motivate a
team to accelerate performance improvement in its area by
mapping its process so it can effectively complete a bench-
marking project.

Pittall 7:
Not positioning henchmarking within a larger
strategy

Benchmarking is one of many total quality management
tools—such as problem solving, process improvement, and
process reengineering—used to shorten cycle time, reduce
costs, and minimize variation. Benchmarking is compatible
with and complementary to these tools, and they should be
used together for maximum value.

For example, it’s possible to aid problem solving by bench-
marking potential solutions, aid process improvement by
benchmarking proposed new processes, or aid reengineering
by benchmarking completely redesigned processes.
Benchmarking can also revitalize other quality tools. Process
improvement, for example, is sometimes perceived as dry, hard
work, while benchmarking is in vogue and more exciting.

Pittall 8:
Misunderstanding the organization's mission, goals,
and objectives

To inform employees about company objectives and
goals, most organizations hold meetings or distribute litera-
ture. More often than not, a couple of weeks later, everyone,
including the managers, can’t explain the objectives or
goals. If this information is necessary to prioritize areas and
processes that should be benchmarked, teams that can’t
explain the objectives and goals will be unable to select the
organization’s most critical processes.

To solve this problem, all benchmarking activity should
be launched by management as part of an overall strategy to
fulfill the organization’s mission and vision by first attain-
ing the short-term objectives and then the long-term goals.
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© Pittall 8:
" Assuming every project requires a site visil

When a benchmarking project is commissioned, the first
reaction is to call a travel agent and arrange a trip. Meeting
with well-managed organizations is always positive but not
necessarily productive for either party. By this point, the
notion that a team must be well prepared to discuss its spe-
cific work process should be appreciated. But experience has
revealed that sufficient information might be available from
the public domain, making a site visit unnecessary.

For example, a defense contractor, benchmarking a world-
class maintenance project, identified Disney as a potential
benchmarking partner. The team realized, however, that its
client (the U.S. military) would not look favorably on the
team traveling to Orlando, FL, in January. After completing
its literature search on Disney, the team found sufficient
information to improve its process, and it never had to leave
town.

Pitfall 10:
Failure to inspect henchmarking

3 Once benchmarking has been completed for a specific
' area Or process benchmarks have been established and
process changes implemented, managers should review
progress in implementation and results. Failure to inspect,
ask questions, or check for progress in implementing change
¢ and securing results will signal to everyone that benchmark-
ing is not valued.

Conversely, a manager who involves his or her employees
in benchmarking is giving the employees a chance to be
empowered. To gain this empowerment, employees must
know who their benchmarking partners are, the benchmark
for the targeted process, the progress made in closing the
gap, and how they can help this effort. )

Avoiding the pitfalls
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Five tips that
can help make
benchmarking
teams more
successful

by
Sarah Linceoln
and Art Price

HEN BENCHMARKING 1S DONE
well, it is a powerful competitive
tool. When it is done poorly. it

money. A lot of good advice on
how to effectively conduct henchmarking can be
found in current fiterature. In fact. the number of
books on benchmarking has increased dramatical-
ly over the past few years. These books can pro-
vide you with a wealth of information, but they
don’t tell you everything.

We have learned a number of interesting
lessons while working with benchmarking teams
at AT&T Global Business Communications
Systems that we did not lewn from the books. We
would like o share some of them with you.

Tip 1: Do it quickly or don’t do it

Most benchmarking books do not discuss how
long benchmarking studies can take. They warn
you that tecams can easily get bogged down in the
technicalities of benchmarking. but they don’t
explain clearly that, more common than not, stud-
ies last from nine to 12 months. Why so long?
Because benchmarking is still relatively new to
most companies. which means that new tewms are
conducting the studies—and new teams don’t usu-
ally know how to be expeditious.

While nine to 12 months is common, it’s t00
long. Many circumstances can change in a compa-
ny in that time. Team members might move to
other job assignments, compromising the study’s
continuity. Or worse, the team’s management
could change and the study could be
abandoned after months of hard work.
So you need to get the benchmarking
study done quickly—or you might not
get it done at all.

Studies can drag out for several rea-
sons:

e The proper amount of resources is
not applied. Generally, team mem-
bers are asked to conduct a bench-
marking study in addition to their
normal work. As a result. they

can be an incredible waste of

devote a few hours a week (about 10% of their
time) to the study. This breaks up the beneh-
marking activitics, spreading them over months.
Thus. momentum is difficult to maintain. If
team members devote at least 20% of their time
(about a day per week). teams can cut months
oft their studies” completion time,

Experts are not used. Since benchmarking is
difficult to do well, experts can increase the
quality of a study while saving a lot of time.
While we do not advocate hiring a consultant to
do the entire study for you, we do highly recom-
mend engaging one for parts of it. At a mini-
mum. pay for a literature search; experts can
perform searches quicker and cheaper. You
might consider hiring an experienced bench-
marking facilitator to help the team become
more efficient and avoid many common pitfalls.
You might also consider paying to have the
best-in-class companies identified and visits set
up. You should make sure, however, that you get
what you want by asking for proof that the com-
panies are best in class and by screening the
companies before visiting them. Using experts
in these ways can save weeks. but be careful.
Don't transfer the responsibility for the study’s
outcome to the consultant. Stay involved.
Groundwork has not been done. Team members
need to do groundwork—that is, collect cus-
tomer, process, and performance information
that will enable them to compare their company
with others—before they can start benchmark-
ing. Unless an organization is mature in its qual-

Five Tips for a Successful Benchmarking Study
1. Do the study quickly
2. Choose a broad-and-shallow or narrow-and-deep scope

3. Integrate critical success factors
"4. Don't fall for the best-in-class fallacy
5. Manage the change from the start




Figure 1. Choosing the Scope of a Benchmarking Study
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ity techniques, the benchmarking team will be doing this
groundwork for the first time, which can take months.
World-class companies continuously document their process-
es, analyze their customer needs, and compare their perfor-
mance against those needs. If you adopt this as an essential
part of your business activities, your benchmarking studies
will get done faster.

* Too large a scope is chosen. Teams can easily bite off too
much if they have not benchmarked before. Since they don’t
know what they are getting into, they don’t realize the effect
of their scope decision on the study’s length. The next section
gives some guidance on liow to choose the proper scope.

Tip 2: Choose a broad-and-shallow or narrow-and-deep
scope

Choosing the scope of a benchmarking study is an art.
Benchmarking books do a good job of helping teams choose
relevant topics to benchmark.' They do not, however, give much
advice on how to narrow the scope so that the study is achiev-
able. They tend to just advise teams to avoid taking on too
much. But what is “too much”?

If unguided, teams often choose to do a study that is broad
and deep—that is, one that broadly covers a large process from
beginning to end and goes into great depth in every aspect of
that process. This is “too much.” Instead, teams need to choose
a scope that is either broad and shallow or narrow and deep (see
Figure 1).

Broad-and-shallow studies look across a process or function.
They ask high-level, strategic questions, such as:

« What are the comparative costs of executing a similar
process?
« What is a company’s business strategy?
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» What is the most effective organizational structure for a given
function? - '

This type of study spans many functions and people and
doesn’t go into detail in any one area. It answers “What is
done?" rather than “How is it done?” Broad-and-shallow stud-
ies are useful in developing strategies, setting goals, and reorga-
nizing functions to be more effective.

Narrow-and-deep studies delve into one or two aspects of a
process or function and look at how work is done. Operational-
level questions are asked, such as:

« How are data automatically collected for the software devel-
opiment process?

« How does an organization exceed customer expectations in
providing on-time delivery?

« How does a company decide what products to bring to mar-
ket?

The kind of data collected in narrow-and-deep studies is very
detailed. These studies dig deep o uncover the treasures within
a process or organization. They are useful in changing how peo-
ple do their work—namely, the processes they use to perform
their jobs.

When teams try 1o answer “What is done?” and “"How is it
done?” simultaneously, they end up with hopelessly large,
broad-and-deep studies. Thus, carefully choosing the scope of a
benchmarking study is vital to success. There are many ways to
control the scope. Some teams start with a broad-and-shallow
scope and, after identifying a few areas of particular interest, go
narrow and deep. Others are able to identify the narrow-and-
deep target immediately, based on existing data or experience. It
just depends on what a team is trying to accomplish and how
much time it has. Just remember, if a team wants how-to infor-
mation. it will eventually have to dig deep.

Tip 3: Integrate CSFs—they are critical

Critical success factors (CSFs) are “the few key areas where
‘things must go right’ for the business to flourish™* CSFs are
derived from what is critical to a company’s survival, whether
that be its customers, competitive standing, financial stability, or
business strategy. CSFs can differ between different businesses,
organizations, and benchmarking teams.

Almost anything goes with CSFs. For example, a CSF for a
package delivery service might be on-time delivery. A long-dis-
tance telephone service provider's CSFs are likely to be reliabil-
ity and low cost. An internal mailroomn’s CSFs might be relia-
bility. low cost, and accuracy. Keep in mind, however, that CSFs
define the few most critical things, not just important things.

Some books discuss the importance of CSFs in relation to
choosing what to benchmark, but teams need to go a step fur-
ther.” CSFs need to influence not only the scope of the bench-
marking process, but also its key measures, company selection
criteria, questions, final analysis, and recommendations. This is
important because no matter what you benchmark, you want to
study. measure, and collect information in the areas that are crit-
ical to your organization’s success.

To ensure that CSFs influence the entire benchmarking
process, use them when:
 Choosing the benchmarking scope. A benchmarking team

can choose to benchmark a CSE For example, if on-time

delivery is a key to success, an effective use of benchmarking
is to discover how other organizations do this well. If a team
is interested in benchmarking a process or business strategy,



it can include the top- CSFs within the scope By doing se; .
the team will collect information on how the process or strat-
egy interplays with the CSFs and its recommendations will
improve or maintain the company’s performance in these
critical areas.

Selecting key measures. A benchmarking team should use
CSFs as a means to select measures that will be used to mdn-i i
cate how the company performs in its critical areas. For® \, 3
example, with on-time delivery as a CSF, the team could
track actual delivery times against promised delivery times or
the customers’ perception of the company’s delivery reliabili-

ty. If CSFs are used to guide the selection of key measures,
the team is likely to discover that it is already collecting the
internal data needed for the benchmarking study.

Identifying benchmarking partners. CSFs and key measures
form the basis for the criteria used to identify benchmarking
partners. Good criteria can steer a team to the right partners.
The right partners will share, at least partially, the team’s
view of what is critical to success. If the team and the bench-
marking partners don't share common ground in critical
areas, it’s highly unlikely that the practices found will be rel-
evant.

Developing benchmarking questions. CSFs should influence
the team’s questions for the benchmarking partners. The
team should include questions about the partners’ ability to
maintain or improve performance in CSFs. The level of
detail depends on how near the CSFs are to the central focus

of the study.

Preparing the final analysis and recommendations. During
final analysis, the benchmarking team should look for trends
relating to how others achieve superior performance relative

to key measures and, therefore, the CSFs. The team’s recom-
mendations will then, therefore, take CSFs into account and
enhance the company’s performance in its critical areas.

Keeping teams focused on CSFs throughout a benchmarking
study increases the likelihood of a good return on investment

because it guarantees that information is collected in the areas
most critical to success.

Tip 4; Don't fall for the best-in-class fallacy

CSFs help benchmarking teams collect the right information,

but from whom should they collect it? Teams should collect data

from best-in-class companies, of course. While this practice is so
clear-cut and simple in principle, its implementation is not.
Benchmarking books warn that finding best-in-class compa-
nies is one of the hardest steps in the benchmarking process.
Despite these warnings, many benchmarking teams still believe
the fallacy that, somewhere, there are best-in-class companies in
the precise areas they are studying. This fallacy needs to be dis-
pelled once and for all.

Finding a best-in-class company to benchmark is not an
absolute. In other words, there is no preexisting magic list of

best-in-class companies. Teams can’t even count on the

Malcoim Baldrige National Quality Award winners because
they might not be best in the particular processes being studied.
In fact, a company that one team determines to be best in

class can differ from another team’s selection, even if both

teams are conducting similar benchmarking studies. Best in

class depends on a team’s needs. Here is how a team can select

the best-in-class companies that meet its needs:
1. Formulate criteria that define a “class™ of companies of

interest, Base these cntcna on fundamental attnbutcs such as

the companies’ customer “base, giobal presence, technical focus,
or quality maturity. In other words, ask: “What critical attributes
must a company have to be a credible benchmarking partner?”

2. Define measures that can be used to compare companies
to determine the “best” in class. These measures should be
based on the team’s CSFs. For example, “best” might be
defined as the quickest response time, the most reliable prod-
ucts, the most maintainable products, or the highest productivi-
ty. Again, these depend on the team’s CSFs and are specific to
its situation.

3. Find companies that meet the team’s class criteria and that
appear to be the best performers relative to the defined mea-
sures. These are the team’s best-in-class companies.

How hard a team searches to find the best performers in its
class depends on what the team is trying to accomplish with the
study.® If the team is reengineering a critical process, it might
want to do a thorough search across the globe. If its budget is
small, it might want to settle for “best-in-county”™ or “best-in-
city” companies: a lot can be leamed close to home. Whatever
the search pattern, using this three-step approach can help teams
find benchmarking partners from which they can leam.

Tip 5: Manage the change from the start

The purpose of benchmarking is to change a process or prac-
tice for the better. Unfortunately, many benchmarking studies
never get beyond producing recommendations; they get bogged
down when it comes time for implementation. If an organiza-
tion does not properly manage change from the onset of the
benchmarking study, the recommendations will sit on a shelf.

Most benchmarking books give valuable information on
communicating benchmarking results and getting acceptance
for a team’s recommendations.® They also mention the value of
having a sponsor for a study to increase its credibility in the
organization. But this is not enough. Communicating the results
of a study after the recommendations have been developed does
not start the change process soon enough. Simply engaging a
sponsor to help sell the team’s recommendations might not
work well either.

Benchmarking causes a shift in the team members’ mind-set;
the experience helps them accept change. This same shift has to
oceur not only in team members, but also in the entire organiza-
tion. All of those who have a stake in the study—the managers,
funders, process users, and customers—have to be appropriate-
ly informed before, not after, the benchmarking study and, if
possible, be involved in it. By doing so, the stakeholders will
likely accept the recommendations and help implement the nec-
essary changes.

Using benchmarking facilitators who are trained in organiza-
tional change management techniques can also improve the
effectiveness of benchmarking studies.® Applying change man-
agement techniques can increase the likelihood that the results
of the team’s efforts will actually be embraced by the organiza-
tion—and that’s what benchmarking is all about.

Wisdom and more wisdom

The various benchmarking books currently available are a
tremendous asset for benchmarking teams. From them, teams
can learn much about the art of benchmarking. Based on our
benchmarking experiences, we offer five more tips for success.
We have found that getting studies done quickly, choosing a
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realistic scope, mtegraung onueal success factors; avoiding the )
best-in-class fallacy, and managing the change from the start

can make benchmarking studies more pleasurable and prof-
ltable
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April22-26, 1996.......occccvcrencrnernierceenennaes Houston, TX August 12-16, 1996.........ccoverecrmrrcrrenerensennns Irvine, CA
June5-9,1996.....cccnccrcrnrenee Tokyo, Japan September23-27,1996........cccoocvrnrenene San Diego, CA
July 15-19,1996.....coee e Minneapolis, MN October 21-25,1996.......oovevevureererereneene Las Vegas, NV

INTERNAL QUALITY AUDIT

Seminar #3999 — $695.00 ($595.00 for 2nd participant and all others from same company)
for 1SO IQA/IRCA of the United Kingdom Intemal Auditor Cerification Training —

QUALITY ASSURANCE AUDIT TECHNIQUES FOR COMMERCIAL,

GOVERNMENT AND NUCLEAR INDUSTRIES -
Seminar #101H01N - $1,275.00 - the *Johnson Method" covering NQA-1, DOE 5700.6C, DOD's and NASA-HDBK-9000 and MIL-Q-9858A

Professional and Nuclear Lead Auditor Examinations Optional

Circle #34

“3 Day Course is now 2 Days"
June 20-22, 1996.......ccccovcecevrcrensrsnecnans Tokyo, Japan
September 19-20, 1996........ccevcercrrrneens San Diego, CA

October 28 - November 1, 1996.......... Las Vegas, NV
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‘Selecting a Benchmarking Partner:

Five Tips for Success

by Vicki ). Powers

hat could a university possi-
bly learn from a hotel or a
communications company’?

Although these organizations are quite
diverse, the transfer of knowledge in a
recent American Productivity & Qual-
ity Center benchmarking study crossed
all industrial lines. ;
The Electronic Student and Cus-
tomer Services study shows the impar- ] j i1
tance of selecting solid benchmarking :
partners by developing specific criteria idd
upfront and effectively using secondary e §hB
research, Successful benchmarking goes 2 i it e
beyond finding a partner that mirrors g, il 1]
YOUur own organization. o i 1 11
“The value and owtcome from a a It 111 Ill

from which organizations are selected ; e 1 i
as benchmarking partners,” says David i & i 1l 11
Yeh, associate vice president for student ; [P 1 111
academic services at Comell University.
“I was clearly impressed with the cor- ! | F{jj'
porate partners in our benchmarking . e, Y
study at APQC—Hilton Hotels and
NBTel. They had implemented the vi-
sion that higher education only has been
discussing. We saw a completed prod-
uct of what we were studying.”
This outside-industry example rein-
forces the value of looking for bench-
marking partners unlike your own
organization that meet vour detailed
criteria. The following five tips will help
organizations follow a structured proc-
e58 for partner selection that returns
remarkable results.

L]
benchmarking study are really derived . ’ 111 r Hi 1

W il ot process Successful benchmarking entails looking for

with a clean slate. partners that meet your criteria. Here are five steps
Organizations should keep an open

mind before they begin thinking about that should help the process go smoothly.

potential benchmarking partners. Pre-

conceived ideas about which companies




publications.

domestic and international.

Internet/World Wide Web

www.apgc.org
ASTD Benchmarking Forum
www.astd.org

Benchmarking Ciub de Paris
www. bench-club-paris.asso.fr/

www.iti.org:80/pbs/
www.izb.ipk.fhg.de/english.htm

www.trainingforum.com/MRT

SP! Council on Benchmarking
www.spinet.org/

The Benchmarking Exchange
www.benchnet.com

www.va.gov/fedsbest/index.htm

www.bmpcoe.org/

Benchmarking Resources

Electronic Information Sources

] Knight-Ridder Information inc. (DIALOG SER-
VICE)—a vast online database utility that provides
access to hundreds of separate databases.

8 LEXIS-NEXIS—provides full-text access to hun-
dreds of newspapers, newsletters and specialty

B Dow Jones—databases that contain financial news and
information on developments in business and industry, both

B American Productivity & Quality Center
International Benchmarking Clearinghouse

Industrial Technology Institute—Performance Benchmarking Service
Information Center Benchmarking Germany

Management Roundtable (new product development)

U.S. Inter-Agency Benchmarking & Best Practices Council

U.S. Navy Best Manufacturing Practices

are good limit benchmarking effectiveness.
Many times organizations will spout out
company names they want to visit once
they have defined the benchmarking proc-
ess. For example, in the order fulfillment
area, they might automatically think of
L.L. Bean or Victoria’s Secret as an out-
standing partner. But what about the other
organizations that aren’t as well-known for
their processes?

“One of the biggest mistakes organi-
zations make is going after the same
companies as partners over and over and
over,” says Lisa Higgins, director of
benchmarking services at APQC’s Inter-
national Benchmarking Clearinghouse.
“There’s a whole group of less-than For-
tune 500 companies out there that, because
of the sheer nature of their budgets and who
they are, have to be more efficient. For
smaller companies, it’s their livelihood.”

38 Ouality NinactiNetahar 1007

A perfect example involves a consor-
tium of hospitals that benchmarked their
in-patient admitting processes against an
airline, a hotel and a rental car agency. In
true out-of-the-box benchmarking terms,
the hospitals’ admittance processes
crossed many industries and terminolo-
gies (such as registration and check-in),
but the principles could be transferred
from one industry to another. Without
staying open-minded, the consortium
would not have had such a successful
learning opportunity.

“In the education area, the tendency
is much stronger to judge an organization
by name,” observes Karen Kaplan, direc-
tor of APQC'’s Institute for Education Best
Practices. “Blinding the data during the
partner-selection process is critical to our
benchmarking methodology. The partici-
pants are making decisions based on not

knowing who the organizations are and
looking at companies that anecdotally
they haven't heard about.”

2. Establish well-defined criteria
upfront for benchmarking partners.

Before your organization begins a
global search for a benchmarking part-
ner, understand and define exactly what
you are interested in learning. Without
first establishing specific criteria,
the search could become a mission im-
possible.

Higgins suggests creating two differ-
ent tiers of criteria to help manage this
enormous—and essential—task. The
first tier defines specific company char-
acteristics such as number of employees
or sales revenue. The second tier includes
more loosely defined characteristics such
as, “I'd like to have ...” With this kind
of structure, organizations that select
three to four high-level criteria will find
potential partners from a variety of
sources.

But remember the open-minded rule.
“For every characteristic you add to your
list of criteria, you lessen your chances
of ever finding the right match,” notes
Higgins. “The criteria shouldn’t be so
rigid that only five companies in the
country will fit into them.”

The criteria also shouldn’t be so broad
that they pull in organizations way out of
your financial league. Take, for example,
a company that is benchmarking a proc-
ess related to marketing. One potential
partner may be outstanding in its techno-
logical innovations but may not match up
with specific criteria such as company
size or total revenue.

If the average marketing expense falls
between 11 percent and 16 percent of to-
tal revenue, and your budget is about 5
percent, then it wouldn’t make sense to
benchmark an organization that has a 20-
percent marketing budget—except to ex-
amine its processes, not its technology.
Because of its higher budget, that orga-
nization would be able to throw more
money toward creative ideas.

“If you go see a company with un-
limited access to technology, and that
isn’t part of your criteria, then the learn-
ing will be decreased substantially be-
cause you can't make the same kind of
changes to achieve the improvements
they have,” explains Higgins.



3. Define what “best practice”
means at your organization, then
woo partners accordingly.

No standard definition exists for “best
practice.” “Best” at General Motors, for
example, is defined as “information we can
use.” At Pennsylvania-based AMP,
Benchmarking Manager John Davis says
his company bases “best” on other com-
panies that are objectively better than AMP
at a given practice. If organizations look
for “truly best practices,” they will never
find a match, he adds.

At APQC, 80 percent to 90 percent of
its information services requests concern
best processes or practices. APQC prefers
to uncover companies that show “signifi-
cant improvements” and tries to minimize
the term “best.” ‘

“Many innovations and success stories
out there offer valuable information but
may not be ‘best,” ” says Anne Marsden,
information specialist at APQC. “And not
everything is tagged ‘best in class’ in the
research we pull from.”

Higgins agrees that this terminology
has created unrealistic expectations in the

4. Use secondary research to
identify potential benchmarking
parmers.

Analyzing secondary research for po-
tential partners is like trying to meet the
man or woman of your dreams: You never
know where that perfect match might be.

In this phase, which Enustun refers to
as “‘shallow and broad,” organizations tar-
get potential partners based on numerous
databases and publications. The goal is to
create a laundry list of organizations that
show some evidence of best practice. This
can be done in corporate or public librar-
ies, or through services such as APQC’s
Information Services Department, which
can access numerous business databases
such as ABV/Inform and Dialog’s 400-plus

. files. IBC members also can access its Best
Practice Database.

“Although it’s not a universal collec-
tion, it's an excellent source for process
information,” says Nancy Fleshman,
APQC manager of information services.

The Intemet has opened up a new re-
search area for benchmarking. But the
Internet must be used with caution because

benchmarking community. “There’s a mis-
nomer that a list of best-in-class compa-
nies exists,” she reports. “What truly exists
is a lot of companies that have really good
processes. The criteria you determine for
what is ‘best’ are the determining factors
in your success. I would love to change
the term ‘best practices’ to ‘successfully
demonstrated practices.” ‘Best’ connotes
that there is one company or a set of five
companies out there that are really good.”

Davis discounts the thought that only
large, global companies are best-practice
organizations. This is not always the case,
he notes.

“There can be a lot to learn from small,
high-growth companies that are obviously
doing something right,” says Davis. “And
they are much more willing to share. There
seems to be some arrogance at some large
companies that if you are not big, you can’t
be good.”

Eastman Kodak employees, after much
experience in benchmarking, know which
companies are best and only engage those
organizations. “If we determine that an
organization is best, we must do everything

so much of the information has been writ-
ten by the companies’ own marketing de-
partments. Research material such as white
papers and study results often can be found
on the Internet. Valuable databases include
the Department of Naval Research’s Best
Manufacturing Practices and the National
Performance Review’s KnowledgeBase.

5. Weed out the best from the rest.

The next step in the selection process
funnels this universe of potential partner
companies down to a select few that meet
the criteria~—going narrow and deep. This
involves information-gathering, both inter-
nal and external. Some companies use a
data-collection tool in the screening sur-
vey—to solicit more information from
potential partner companies. Sent to a
broad list of companies, this survey iden-
tifies the best based on the detailed re-
sponses. The goal is that the right (and best)
companies will respond.

Trade and professional organizations
also can offer insight to supplement a
search, and so can university professors
who are well-versed in certain processes.

we can to pursue that challenge,” explains
Turk Enustun, Eastman Kodak'’s director
of corporate benchmarking. “We need to
create a two-way stream of communica-
tion that allows both of us satisfaction in
the relationship.”

As a result, Enustun teaches Kodak
employees a method to help win poten-
tial partners they’ve identified as best. In
the letter or phone call to the potential
partner, Enustun reveals two of Kodak’s
world-class processes if the potential part-
ner would like to work with Kodak in the
future.

“I turn the conversation around to ad-
dress their needs and offer myself as a
conduit to Kodak when they’re ready to
make improvements,” says Enustun.

Raytheon TI Systems is just as aware
of the necessity for creating a partnership
with potential benchmarking partners.
When RTIS pursues an organization as a
benchmarking partner, it sends a com-
pleted screening survey with the request.
In this way, the potential partner possesses
RTIS’ information even before saying
yes Or no.

Also, suppliers and employees may offer
insight when asked a simple question: Are
there certain organizations we should look
at that excel in this process?

*“We have found employees to be valu-
able sources of information to narrow our
potential list,” emphasizes Enustun. “In a
very short time, four potential companies
were reduced to two just from brief phone
calls to 50 employees.”

Davis says his organization wants to
see some sort of proof that a potential part-
ner is a better or best-in-class organization.
“We want to make sure there is a truly rec-
ognized practice—not just from word of
mouth,” remarks Davis. “And that is the
greatest challenge of partner selection:
basing the selection decision on facts and
data vs. someone’s opinion or whim.”

AMP looks for several distinctions to
garner this credibility, such as receiving
a world-renowned award from an objec-
tive organization. Other potential “bonus”
points include recognition from an expert
in the field through press or speeches,
measurable improvements in place or
company presentations at a well-known



event. AMP uses many forms of second-
ary research and best-practice databases
as well as visits with experts for third-
party opinions.

Davis sees the secondary research proc-
ess moving in a different direction. Be-
cause we live in a world of information
overload, organizations need to look for
useful information by networking with
other sources, he advises.

“Where I see benchmarking evolving
is in matching our employees who are
benchmarking with process owners,” notes
Davis. “It’s all about getting to the right
people, especially peers at other compa-
nies. They may not have the answer, but
they can lead us to the answer. The bulk of

our significant answers comes from leads
like this.

“With the major emphasis on quicker
benchmarking, it’s so important to get
quick information about a company. You
must use resources in the most effective
and smartest means possible. What wouid
have taken three months to do five years
ago, you can now do in three hours just
by knowing someone at another organi-
zation.”

About the auther

Vicki J. Powers is a communications
specialist at Houston-based American Pro-
ductivity & Quality Center. During her five
years at this nonprofit organization, she

has written numerous best-practice case
studies focusing on benchmarking and cus-
tomer satisfaction.

For more information about the Inter-
national Benchmarking Clearinghouse,
contact the APQC at 123 N. Post Oak
Lane, Third Floor, Houston, TX 77024-
7797. Telephone (713) 681-4020 or fax
(713) 681-8578. Visit the APQU’s Web site
at www.apqc.org. u
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