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Businesses are facing increasing marketplace challenges everyday.  Businesses can assess their readiness to respond to those challenges by assessing themselves against these Criteria.  Companies that embrace the Criteria for Performance Excellence and incorporate them into their business practices can expect to achieve more than their competitors.  (See NIST study.)

Why should businesses use these Criteria?

The Criteria provide an assessment framework for performance excellence.  It will help measure performance on a wide range of key business performance indicators:  customer, product and service, operational, and financial.


All key stakeholders processes and results are examined:  customers, employees, owners and public.

Assessment against the Criteria allows the company to identify company strengths and target key opportunities for improvement.

Company communication and performance will improve, with resources aligned to achieve common goals.

Why should companies conduct a Management Self-Assessment
The Self-Assessment is just one application of the Criteria for Performance Excellence offered by the University Extension and the SBDC.  Companies completing the Self-Assessment will have a detailed overview of their organization outlining strengths and opportunities for improvement.

Self-Assessment Purposes
The assessment has three important roles in strengthening companies:

· to help improve performance practices and capabilities;

· to facilitate communication and sharing of best practices information among mission organizations of all types; and 

· to serve as a working tool for managing performance, planning, training, and assessment.


Core Values and Concepts

The Criteria for Performance Excellence are built upon a set of core values and concepts.  These values and concepts are the foundation for integrating key business requirements within a results-orientated framework.  These values and concepts are embedded behaviors found in high-performing companies.

These core values and concepts are:

Visionary Leadership

A company’s senior leaders need to set directions and create a customer focus, clear and visible values, and high expectations.  The values, directions, and expectations should balance the needs of all stakeholders.  The leaders need to ensure the creation of strategies, systems, and methods for achieving excellence, stimulating innovation and building knowledge and capabilities.  The strategies and values should help guide all activities and decisions of the company.  Senior leaders should inspire and motivate the entire workforce and encourage involvement, development and learning, innovation and creativity by all employees.   

Through their ethical behavior and personal roles in planning, communications, coaching, developing future leaders, review of the company’s performance, and employee recognition, senior leaders serve as role models, reinforcing values and expectations and building leadership and initiative throughout the company.  

Customer-Driven Excellence

Quality and performance are judged by customers.  Thus, companies must take into account all product and service features and characteristics that contribute value to customers and lead to customer satisfaction, preference, referral and loyalty.  Being customer driven has both current and future components – understanding today’s customer desires and anticipating future customer desires and marketplace offerings. 

Value and satisfactions may be influenced by many factors throughout the customer’s overall purchase, ownership, and service experiences.  These factors include the company’s relationship with customers that help build trust, confidence, and loyalty.

Being customer driven means much more than defect and error reduction, merely meeting specifications, or reducing complaints.  Nevertheless, defect and error reduction and elimination of causes of dissatisfaction contribute to the customers’ view of the company and are thus important parts of being customer driven.  In addition, the company’s success in recovering from defects and mistakes is crucial to retaining customers and building customer relationships.

Customer-driven companies address not only the product and service characteristics that meet basic customer requirements, but also include features and characteristics that differentiate them from competing offerings.  Such differentiation may be based upon new or modified offerings, combinations of product and service offerings, customization of offerings, rapid response, or special relationships.

Being customer-driven is thus a strategic concept.  It is directed toward customer retention, market share gain, and growth.  It demands constant sensitivity to changing and emerging customer and market requirements, and the factors that drive customer satisfaction and retention.  It demands anticipating changes in the marketplace.  It also demands awareness of developments in technology and competitors’ offerings, and rapid and flexible response to customer and market requirements.

Company and Personal Learning

Achieving the highest levels of performance requires a well-executed approach to company and personal learning.  Company and personal learning is a goal of visionary leaders.  The term company learning refers to continuous improvement of existing approaches and processes and adaptation to change, leading to new goals and/or approaches.  Learning needs to be embedded in the way the company operates.  The term “embedded” means that learning:  (1) is a regular part of daily work; (2) is practiced at personal, work unit and organizational levels;  (3) results in solving problems at their source; (4) is focused on sharing knowledge throughout the company; and (5) is driven by opportunities to affect significant change and do better.  Sources of learning include: employee ideas; R&D; customer input; best practice sharing and benchmarking.  

Company learning can result in: (1) enhancing value to customers through new and improved products and services; (2) developing new business opportunities; (3) reducing errors, defects, waste, and related costs; (4) improving responsiveness and cycle time performance; (5) increasing productivity and effectiveness in the use of all resources; and (6) enhancing the company’s performance in fulfilling its public responsibilities and service as a good citizen.

Employee success depends increasingly on having opportunities for personal learning and practicing new skills.  Companies invest in employee personal learning through education, training, and opportunities for continuing growth.  Opportunities might include job rotation and increased pay for demonstrating knowledge and skills.   On-the-job training offers a cost-effective way to train and to better link training to the company’s needs.  Education and training programs may benefit from advanced technologies, such as computer-based learning and satellite broadcasts.

Personal learning can result in: (1) more satisfied and versatile employees; (2) greater opportunity for organizational cross-functional learning; and (3) an improved environment for innovation.  

Thus, learning is directed not only toward better products and services, but also toward being more responsive, adaptive and efficient – giving the company and employees marketplace sustainability and performance advantages.  

Valuing Employees and Partners

A company’s success depends increasingly on the knowledge, skills, innovative creativity and motivation of its employees and partners.  

Valuing employees means committing to their satisfaction, development, and well-being.  Increasingly, this involves more flexible, high performance work practices tailored to employees with diverse workplace and home life needs.  Major challenges in the area of valuing employees include:  (1) demonstrating the leaders’ commitment to employees; (2) providing recognition opportunities that go beyond the normal compensation system; (3) providing opportunities for development and growth within the company; (4) sharing the company’s knowledge so employees can better serve customers and contribute to achieving the strategic objectives; and (5) creating an environment that encourages risk taking.  

Companies need to build internal and external partnerships to better accomplish overall goals.  Internal partnerships might include labor-management cooperation, such as agreements with unions.  Partnerships with employees might entail employee development, cross training, or new work organizations, such as high performance work teams.  Internal partnerships also might involve creating network relationships among the units to improve flexibility, responsiveness and knowledge sharing.  

External partnerships might be with customers, suppliers, and education organizations.  Strategic partnerships or alliances are increasingly important kinds of external partnerships.  Such partnerships might offer entry into new markets or a basis for new products or services.  Also, partnerships might permit the blending of the company’s core competencies or leadership capabilities with the complementary strengths and capabilities of partners, thereby enhancing overall capability, including speed and flexibility.

Successful internal and external partnerships develop longer-term objectives, thereby creating a basis for mutual investments and respect.  Partners should address the key requirements for success, means of regular communication, approaches to evaluation progress, and means for adapting to changing conditions.  In some cases, joint education and training could offer a cost-effective method of developing employees.

Agility

Success in globally competitive markets demands creating a capacity for rapid change and flexibility.  All aspects of electronic commerce require more rapid, flexible, and customized responses.  Businesses face ever-shorter cycles for introductions of new or improved products and services.  Faster and more flexible response to customers is now a more critical requirement.  Major improvement in response time often requires simplification of work units and processes and/or the ability for rapid changeover from one process to another.  Cross-trained employees are vital assets in such a demanding environment.  

A major success factor in meeting competitive challenges is the design-to-introduction (project generation) cycle time. To meet the demands of rapidly changing, global markets, companies need to carry out stage-to-stage integration (concurrent engineering) of activities from research to commercialization.

All aspects of time performance are becoming increasingly important and should be among the key process measures.  Other important benefits can be derived from this focus on time; time improvements often drive simultaneous improvements in organization, quality, cost, and productivity.

Focus on the Future

Pursuit of sustainable growth and market leadership requires a strong future orientation and a willingness to make long-term commitments to key stakeholders – customers, employees, suppliers, stockholders, the public, and the community.  Planning needs to anticipate many factors, such as customers’ expectations, new business and partnering opportunities, the increasingly global marketplace, technological developments, new customer and market segments, evolving regulatory requirements, community/societal expectations, and strategic changes by competitors.  Short- and long-term plans, strategic objectives, and resource allocations need to reflect these influences.  Major components of a future focus include developing employees and suppliers, seeking opportunities for innovation, and fulfilling public responsibilities.

Managing for Innovation
Innovation is making meaningful change to improve a company’s products, services, and processes and create new value for the company’s stakeholders.  Innovation should focus on leading the company to new dimensions of performance.  Innovation is no longer strictly the purview of research and development departments.  Innovation is important for key product and service processes and for support processes.  Companies should be structured in such a way that innovation becomes part of the culture and daily work.

Management by Fact

Companies depend upon measurement and analysis of performance.  Measurements must derive from the company’s strategy and provide critical data and information about key processes, outputs and results.  Many types of data and information are needed for performance measurement, management and improvement.  Performance measurement areas include:  customer, product and service; operations, market, and competitive comparisons; and supplier, employee, and cost and financial.  

Analysis refers to extracting larger meaning from data and information to support evaluation, decision-making, and operational improvement within the company.  Analysis entails using data to determine trends, projections, and cause and effect - that might not be evident without analysis.  Data and analysis support a variety of company purposes, such as planning, reviewing overall performance, improving operations, and comparing company performance with competitors’ or with “best practices” benchmarks.

A major consideration in performance improvement involves the selection and use of performance measures or indicators. The measures or indicators selected should best represent the factors that lead to improved customer, operational, and financial performance.   A comprehensive set of measures or indicators tied to customer and/or company performance requirements represents a clear basis for aligning all activities with the company’s goals. Through the analysis of data from the tracking processes, the measures or indicators themselves maybe evaluated and changed to better support such goals.

Public Responsibility and Citizenship

A company’s leadership needs to stress its responsibilities to the public and practice good citizenship. These responsibilities refer to basic expectations of the company—business ethics and protection of public health, safety, and the environment. Health, safety and the environment include the company’s operations as well as the life cycles of its products and services. Companies need to emphasize resource conservation and waste reduction at their source. Planning should anticipate adverse impacts from production, distribution, transportation, use and disposal of products. Planning should anticipate adverse impacts from production, distribution, transportation, use, and disposal of products.  Plans should seek to prevent problems, to provide a forthright response if problems occur, and to make available information and support needed to maintain public awareness, safety, and confidence. 

For many companies, the product design stage is critical from the point of view of public responsibility.  Design decisions impact the production process and the content of municipal and industrial wastes.  Effective design strategies should anticipate growing environmental demands and related factors.  

Companies should not only meet all local, state and federal laws and regulatory requirements, they should treat these and related requirements as areas for continuous improvement “beyond mere compliance.” This requires use of appropriate measures in managing performance.

Practicing good citizenship refers to leadership and support—within limits of a company’s resources—of publicly important purposes.  Such purposes might include improving education, healthcare in the community, environmental excellence, resource conservation, community services, industry and business practices, and sharing of non-proprietary information. Leadership as a corporate citizen also entails influencing other companies, private and public, to partner for these purposes. For example, individual companies could lead efforts to help define the obligations of their industry to its communities. 

Focus on Results and Creating Value

A company’s performance measurements need to focus on key results. Results should be focused on creating and balancing value for all stakeholders—customers, employees, stockholders, suppliers and partners, the public, and the community. By creating value for all stakeholders, the company builds loyalty and contributes to growing the economy.  To meet the sometimes conflicting and changing aims that balance implies, organizational strategy needs to explicitly address all stakeholder requirements. This will help to ensure that actions and plans meet the differing needs and avoid adverse impact on any stakeholders. The use of a balanced composite of leading and lagging performance measures offers an effective means to communicate short- and long-term priorities, to monitor actual performance, and to provide a focus for improving results.

Systems Perspective

The Criteria for Performance Excellence provide a systems perspective for managing a company and achieving performance excellence.  The core values and the seven categories form the building blocks of the system.  However, successful management of the overall enterprise requires synthesis and alignment.  Syntheses means looking at the company as a whole and focusing on what is important to the whole enterprise.  Alignment means concentrating on key organizational linkages among the requirements given in the categories.  

Alignment is depicted through the framework diagram on page 11.  Alignment means that the senior leaders are focused on strategic directions and on customers.  It means that senior leaders monitor, respond to, and build on business results.  Alignment means linking the key strategies with the key processes and aligning the resources to improve overall performance and satisfy customers.  

Thus, a systems perspective means managing the whole enterprise, as well as it components, to achieve performance improvement. 

The Criteria for Performance Excellence Framework

The framework connecting and integrating the Categories is given below.  Information and Management forms the basis of the framework.  Reliable information that is readily available to all decision-markers is the foundation of sound business decision-making.  Without accurate information and sound analysis, leaders lack a basis for making decisions, employees cannot know how well they are performing, and it is impossible to effectively manage critical processes.  Consequently, business performance suffers.  On the left of the chart, we see the closer inter-relationship between leadership, strategic planning and customer and market focus.  Leadership sets the direction, goals and values for the company.  The overall strategy is translated into action plans used throughout the company while customer and market requirements drive all of these activities.

On the right side of the chart we see how plans and goals take shape in the day-to-day activities of the company.  Human resource activities such as employee selection, work design and training all reflect the company’s strategic direction and understanding of the marketplace.  Similarly, these same forces govern company processes, the methods used by employees to accomplish and manage the work.  To be managed efficiently, the processes require that accurate, timely information be deployed to all employees.

Finally, all of the previous activities produce the company’s business results.  As this chart graphically illustrates, strong business performance is a direct result of the interaction between marketplace understanding, sound information and process management performed by a well-organized and trained staff and guided by a clear strategic direction.
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The Criteria for Performance Excellence

Customer and Market Focus (Category 1)

Customer and Market Focus addresses how the company seeks to understand the voices of customers and of the marketplace.  The Category stresses relationships as an important part of an overall listening and learning, and performance excellence strategy.  Customer satisfaction and dissatisfaction results provide vital information for understanding customers and the marketplace.  In many cases, such results and trends provide the most meaningful information, not only on customers’ views but also on their marketplace behaviors – repeat business and positive referrals.

Item 1.1 Customer and Market Knowledge

Purpose

This Item examines key processes for gaining knowledge about current and future customers and markets, with the aim of offering relevant products and services, understanding emerging customer requirements and expectations, and keeping pace with changing markets and changing ways of doing business.  

Requirements

The company is asked how they determine key customer groups and how they segment markets.  They are asked how they consider potential customers, including the competitors’ customers.  They are asked how they determine key requirements and drivers of purchase decisions, and how they determine key product/service features.  These factors are likely to differ for different customer groups and market segments.  Knowledge of customer groups and market segments allows the company to tailor listening and learning strategies and marketplace offerings, to support marketing strategies, and to develop new business.

Finally, they are asked how they improve customer listening and learning strategies to keep current with changing business needs and directions.

Comments

· In a rapidly changing competitive environment, many factors may affect customer preference and loyalty and the company’s interface with customers in the marketplace.  This makes it necessary to listen and learn on a continuous basis.  To be effective as a company, listening and learning need to be closely linked with the overall business strategy and strategy-setting process.  

· A relationship strategy may be possible with some customers but not with others.  Differing relationships may require very different listening and learning strategies.  The use of electronic commerce is rapidly changing many marketplaces and may affect listening and learning strategies as well as definition of customer groups and market segments.

· Selection of listening and learning strategies depends on the company’s key business factors.  Some frequently used strategies include: focus groups with key customers; close integration with key customers; interviews with lost customers about their purchase decisions; use of the customer complaint process to understand key product and service attributes; won/lost analysis relative to competitors; and survey/feedback information, including use of the Internet.

Item 1.2 Customer Relationships and Satisfaction

Purpose

This Item addresses the company’s process for determining customer satisfaction and building customer relationships, with the aim of acquiring new customers, retaining existing customers, and developing new market opportunities.

Requirements

The company is asked how they build relationships to acquire and satisfy customers, develop repeat business and positive referrals.

They are asked how customer contact requirements are determined and how they vary for different modes of access.  They are asked to describe key access mechanisms for customers to seek information, conduct business and make complaints.  How customers contact requirements are deployed along the entire response chain is examined.  

They are asked to describe their complaint management process, which should include how they ensure prompt and effective resolution.  It should cover how their company aggregates, analyzes, and learns from complaint information.  

They are asked how they build relationships with their customers since company success and development, and product/service innovation increasingly depend on maintaining close relationships with their customers.

They are asked how they keep their approaches to all aspects of customer relationships current with changing business needs and directions since approaches to and bases for relationships may change quickly.

The company is also asked about their satisfaction and dissatisfaction determination processes and how they differ for different customer groups because satisfied customers are a requirement for loyalty, repeat business, and positive referrals.

Finally, they are asked how they follow up with customers regarding products, services, and recent transactions, and how they determine the customers’ satisfaction relative to competitors to improve future performance.

Comments

· This Item emphasizes how they obtain actionable information from customers.  To be actionable, they should be able to tie the information to key business processes, and should be able to determine cost/revenue implications for improvement priority setting.

· Complaint aggregation, analysis and root cause determination should lead to effective elimination of the causes of complaints and to priority setting for process, product, and service improvements.  Successful outcomes require effective deployment of information throughout the company.

· A key aspect of customer satisfaction determination is satisfaction relative to competitors and competing or alternative offerings.  Such information might be derived from their own comparative studies or from independent studies.  The factors that lead to customer preference are of critical importance in understanding factors that drive markets and potentially affect longer-term competitiveness.

Strategic Planning (Category2)

Strategic Planning addresses strategic and business planning and deployment of plans.  This Category stresses that customer-driven quality and operational performance excellence are key strategic business issues that need to be an integral part of overall company planning.

Specifically:

· Customer-driven quality is a strategic view of quality.  The focus is on the drivers of customer satisfaction, customer retention, new markets and market share – key factors in competitiveness, profitability, and business success.

· Operational performance improvement contributes to short-term and longer-term productivity growth and cost/price competitiveness.  Building operational capability – including speed, responsiveness, and flexibility – represents an investment in strengthening competitive fitness.

The Criteria emphasize that improvement and learning need to be embedded in work processes.  The special role of strategic planning is to align work processes with the company’s strategic directions, thereby ensuring that improvement and learning reinforce company priorities.

The Strategic Planning Category examines how companies:

· Understand the key customer, market and operational requirements as input to setting strategic directions.  This helps ensure that ongoing process improvements are aligned with the company’s strategic directions.

· Optimize the use of resources, ensure the availability of trained employees, and ensure bridging between short-term and longer-term requirements that may entail capital expenditures, supplier development, etc.

· Ensure that deployment will be effective – that there are mechanisms to transmit requirements and achieve alignment on three basic levels:  (1) company/executive level; (2) the key process level; and (3) the work unit/individual job level.

The requirements for the Strategic Planning Category are intended to encourage strategic thinking and acting – to develop a basis for a distinct competitive position in the marketplace.  These requirements do not imply formalized plans, planning systems, departments, or specific planning cycles.  Also, the Category does not imply that all improvements could or should be planned in advance.  An effective improvement system combines improvements of many types and degrees of involvement.  This requires clear strategic guidance, particularly when improvement alternatives compete for limited resources.  In most cases, priority setting depends heavily upon a cost rationale.  However, there might also be critical requirements such as societal responsibilities that are not driven by cost considerations alone.

Item 2.1 Strategy Development 

Purpose

This Item examines how the company sets strategic directions and develops strategic objectives, with the aim of strengthening overall performance and competitiveness.

Requirements

The company is asked to outline the company’s strategic planning process, including identifying the key participants.  They are asked how to consider the key factors that affect the company’s future.  These factors cover external and internal influences on the company. They are asked to address each factor and outline how relevant data and information are gathered and analyzed.

Finally, they are asked to summarize key strategic objectives and the timetable for accomplishing them.

Comments

· This Item calls for basic information on the planning process and for information on all the key influences, risks, challenges, and other requirements that might affect the company’s future opportunities and directions - taking as long a view as possible.  This approach is intended to provide a thorough and realistic context for the development of a customer- and market-focused strategy to guide ongoing decision making, resource allocation, and overall management.

· This Item is intended to cover all types of companies, competitive situations, strategic issues, planning approaches, and plans.  The requirements explicitly call for a future-oriented basis for action, but do not imply formalized planning, planning departments, planning cycles, or a specified way of visualizing the future.  Even if the company is seeking to create an entirely new business situation, it is still necessary to set and to test the objectives that define and guide critical actions and performance.

· This Item focuses on competitive leadership, which usually depends upon revenue growth and operational effectiveness. Competitive leadership requires a view of the future that includes not only the markets or segments in which the company competes, but also how it competes.  How it competes presents many options and requires that they understand the company’s and competitors’ strengths and weaknesses.  Although no specific time horizon is included, the thrust of this Item is sustained competitive leadership.

· An increasingly important part of strategic planning is projecting the competitive environment.  Such projections help to detect and reduce competitive threats, to shorten reaction time, and to identify opportunities.  Depending on the size and type of business, maturity of markets, pace of change, and competitive parameters (such as price or innovation rate), companies might use a variety of modeling, scenario, or other techniques and judgments to project the competitive environment.

Item 2.2 Strategy Deployment

Purpose

This Item examines how the company translates strategic objectives into action plans to accomplish the objectives and to enable assessment of progress relative to action plans.  The aim is to ensure that strategies are deployed for goal achievement.

Requirements

The company is asked how to develop action plans that address the company’s key strategic objectives.  They are asked to summarize key short- and longer-term action plans.  Particular attention is given to products/services, customers/markets, human resource requirements, and resource allocations.

They are also asked to specify key measures and/or indicators used in tracking progress relative to the action plans and how to communicate and align strategic objectives, action plans, and performance.

Finally, they are asked to provide a two-to-five year projection of key performance measures and/or indicators, including key performance targets and/or goals.  This projected performance is the basis for comparing past performance and performance relative to competitors and benchmarks, as appropriate.

Comments

· This Item calls for information on how the company’s action plans are developed and deployed.  Accomplishment of action plans requires the definition of resource requirements and performance measures, as well as aligning work unit, supplier, and/or partner plans.  Of central importance is how alignment and consistency are achieved – for example, via key processes and key measurements.  Also, alignment and consistency are intended to provide a basis for setting priorities for ongoing improvement activities – part of the daily work of all work units.  In addition, performance measures are critical to performance tracking.  Critical action plan resource requirements include human resource plans that support the overall strategy.  

· Examples of possible human resource plan elements that might be part of a comprehensive plan are:

· redesign of work organizations and/or jobs to increase employee responsibility and decision making;
· initiatives to promote labor-management cooperation, such as partnerships with unions;
· initiatives to foster knowledge sharing and organizational learning

· modification of compensation and recognition systems to recognize team, organizational, stock market, customer, or other performance attributes; and 

· education and training initiatives, such as development programs for future leaders, partnerships with universities to help ensure the availability of future employees, and/or establishment of technology-based training capabilities.

· Projections/comparisons are intended to encourage companies to improve their ability to understand and track dynamic, competitive performance factors.  Through this tracking process, companies should be better prepared to take into account their rates of improvement and change relative to competitors as a diagnostic management tool.

· In addition to improvement relative to past performance and competitors, projected performance also might include changes resulting from new business ventures, market shifts, product/service innovations, or other strategic thrusts.

Process Management (Category 3)

Process Management is the focal point within the Criteria for all key work processes.  Built into the Category are the central requirements for efficient and effective process management – effective design, a prevention orientation, linkage to suppliers and partners, a focus on supply chain integration, operational performance, cycle time, evaluation, continuous improvement and organizational learning.

Agility, cost reduction, and cycle time reduction are increasingly important is all aspects of process management.  In simplest terms, agility refers to the ability to adapt quickly and effectively to changing requirements.  Depending on the nature of the business’ strategy and markets, flexibility might mean rapid changeover from one product to another, rapid response to changing demands, or the ability to produce a wide range of customized services.  Agility also increasingly involves decisions to outsource, agreements with key suppliers, and novel partnering arrangements.   Agility might demand special strategies such as modular designs, sharing components, sharing manufacturing lines, and providing specialized training.  

Cost and cycle time reduction often involve agile process management strategies.  It is crucial to use key measures for tracking all aspects of their overall process management.

Item 3.1 Product/ Service and Business Processes

Purpose

This Item examines the company’s key product and service design and delivery processes, with the aim of improving marketplace and operational performance.  It examines the company’s key non-product/non-service business processes with the aim of improving business success.  

Requirements

The company is asked to identify key design processes for products/services as well as other business processes and their design requirements.  They are asked how to address key requirements, such as customer/market requirements and new technology including e-technology and how they incorporate input from customers and suppliers/partners as appropriate.  They are also asked how to address key factors in design effectiveness, including cost control, cycle time and learning from past design projects.  They are asked how they minimize costs associated with inspection, tests, and audits through the use of prevention based processes.  

They are asked to identify key processes, their key performance requirements, and key performance measures.  These requirements and measures are the basis for maintaining and improving products, services, business operations and production/delivery processes.  Finally, they are asked how they improve their key processes to achieve better performance and keep them current with changing business needs and directions.  

Comments

· Design approaches could differ appreciably depending upon the nature of the products/services – entirely new, variants, major or minor process changes.  Responses should reflect the key requirements for the company’s products and services.  Examples of product/service factors that might include: safety, long-term performance, environmental impact, measurement capability, process capability, manufacturability, maintainability; variability in customer expectations, supplier capability and documentation.  Business processes might include processes for innovation, research and development, information management, supply chain management, outsourcing, mergers and acquisitions, expansion, sale/marketing and project management.  Effective design must also consider cycle time and productivity of production and delivery processes.  This might entail detailed mapping of manufacturing or service processes and redesigning (reengineering) them to achieve efficiency as well as to meet changing customer requirements.

· Many businesses also need to consider requirements for suppliers and/or business partners at the design stage.  Overall, effective design must take into account all stakeholders in the value chain.  If many design projects are carried out in parallel, or if the company’s products utilize parts, equipment, and facilities used for other products, coordination of resources might be a major concern and might offer means to significantly reduce unit costs and time to market.  

· Coordination of design and production/delivery processes involves all company units and/or individuals who will take part in production/delivery and whose performance materially affects overall process outcome.  This might include groups such as R&D, marketing, design and product/process engineering.

· This Item calls for information on the management and improvement of the company’s key production/delivery processes.  The information required includes a description of the key processes and their specific requirements, and how performance relative to these requirements is determined and maintained.  Specific reference is made to in-process measurements and customer interactions.  These measurements and interactions require the identification of critical points in processes for measurement, observation, or interactions.  These activities should occur at the earliest points possible in process to minimize problems and costs that may result from deviations from expected performance.  Expected performance frequently requires setting performance levels or standards to guide decision making.  When deviations occur, corrective action is required to restore the performance of the process to its design specifications.  Depending on the nature of the process, the corrective action could involve technical and/or human factors.  Proper correction involves changes at the source (root cause) of the deviation.  Such corrective action should minimize the likelihood of this type of variation occurring anywhere else in the company. When customer interactions are involved, differences between customers must be considered in evaluating how well the process is performing.  This might entail specific or general contingencies depending on customer information gathered.  This is especially true of professional and personal services.

· This Item also calls for information on how processes are improved to achieve better performance.  Better performance means not only better quality from the customers’ perspective but also better financial and operational performance – such as productivity – from the company’s perspective.  A variety of process improvement approaches are commonly used.  These approaches include: (1) sharing of successful strategies across the company; (2) process analysis and research (e.g., process mapping, optimization experiments, and error proofing); (3) research and development results; (4) benchmarking; (5) use of alternative technology; and (6) information from customers of the process – within and outside the company.  Process improvement approaches might utilize financial data to evaluate alternatives and set priorities.  Together, all these approaches offer a wide range of possibilities, including complete redesign (“reengineering”) of processes.

· For many companies, supply chain management is a growing factor in achieving productivity and profitability.  Suppliers and partners are receiving increasing attention as companies re-evaluate their core functions.  Supplier processes should fulfill two purposes:  to help improve the performance of suppliers and partners and also on specific actions to help them contribute to improved performance.  Supply chain management might include processes for supplier selection; with the aim of reducing the total number of suppliers and increasing preferred supplier and partnering agreements. 

Item 3.2 Support Processes

Purpose

This Item examines the company’s key support processes, with the aim of improving the overall operational performance.

Requirements

The company is asked to identify the key support process and their design requirements.  They are asked how the company’s key support processes are designed to meet all requirements and how they incorporate input from internal customers, as appropriate.  They are also asked how day-to-day operation of the key support processes ensures meeting the key requirements, including how in-process measures and internal customer feedback are used.

Finally, they are asked how to improve the key support processes to achieve better performance and to keep them current with changing business needs and directions.

Comments

· Support processes are those that support daily operations.  Support process design requirements usually depend significantly upon internal requirements and must be coordinated and integrated to ensure efficient and effective performance.  Support processes might include finance and accounting, facilities management, legal services, human resource services, public relations, and other administrative services.

· The Item calls for information on how the company evaluates and improves the performance of the key support processes.  Four approaches frequently used are: (1) process analysis and research; (2) benchmarking; (3) use of alternative technology; and (4) use of information from customers of the processes.  Together, these approaches offer a wide range of possibilities, including complete redesign (reengineering) of processes.

Human Resource Focus (Category 4)

Human Resource Focus addresses key human resource practices – those directed toward creating a high performance workplace and toward developing employees to enable them and the company to adapt to change.  The Category covers human resource development and management requirements in an integrated way, that is, aligned with the company’s strategic directions.  Included in the focus on human resources is a focus on the work environment and the employee support climate.  

To ensure the basic alignment of human resource management with company strategy, the Criteria also address human resource planning as an integral part of company planning in the Strategic Planning Category.

Item 4.1 Work Systems

Purpose

This Item addresses the company’s systems for work and job design, compensation, employee performance, management, motivation, recognition, communication, and hiring, with the aim of enabling and encouraging all employees to contribute effectively and to the best of their ability.  These systems are intended to foster high performance, to result in individual and organizational learning, and to enable adaptation to change.

Requirements

The company is asked how they design work and jobs to allow employees to exercise discretion and decision making, resulting in high performance.

They are asked how they encourage and motivate employees, how they manage employee performance, how they compensate, recognize, and reward employees and how they ensure effective communications and cooperation, all in support of high performance and employee well-being and loyalty.

Finally, they are asked how they profile, recruit, and hire employees who will meet expectations and needs.

This requirement entails ensuring that the work force is reflective to key communities.  The right work force is an enabler of high performance.

Comments

· High performance work is characterized by flexibility, innovation, knowledge and skill sharing, alignment with the company’s objectives, customer focus, and rapid response to changing business needs and requirements of the marketplace.  The focus on this Item is on a work force capable of achieving high performance.  In addition to the enabled employees and proper work system design, high performance work requires ongoing education and training, and information systems that ensure proper information flow.  To help employees realize their full potential, many companies use individual development plans developed with each employee and addressing his/her career and learning objectives.

· Factors for consideration in work and job design include simplification of job classifications, cross-training, job rotation, use of teams (including self-directed teams), and changes in work layout and location.  Also important is effective communication across functions and work units to ensure a focus on customer requirements and to ensure an environment with trust, knowledge sharing, and mutual respect.

· Compensation and recognition systems should be matched to work systems.  To be effective, compensation and recognition might be tied to demonstrated skills and/or to peer evaluations.  Compensation and recognition approaches also might include profit sharing, team or unit performance, and linkage to customer satisfaction and loyalty measures or other business objectives.

Item 4.2 Employee Education, Training, and Development

Purpose

This Item examines the company’s work force education, training, and on-the-job reinforcement of knowledge and skills, with the aim of meeting ongoing needs of employees and a high performance workplace.

Requirements

The company is asked how education and training are designed, delivered, reinforced on the job, and evaluated, with special emphasis placed on meeting individual career progression and organizational business needs.  They are asked how they consider job and company performance in education and training design and evaluation in support of a fact-based management system.

They are asked how employees and their supervisors participate in the needs determination, design, and evaluation of education and training, because these individuals frequently are best able to identify critical needs and evaluate success.  They are also asked how employees and supervisors use performance measures and standards in education and training.

Finally, they are asked about their company’s key developmental and training needs, including such high priority needs as management/leadership development, diversity training, and safety.  Succession planning and leadership development, at all levels in increasingly diverse companies, present a growing challenge and need.

Comments

· Depending upon the nature of the company’s work and the employees’ responsibilities and stage of job and personal development, education and training needs might vary greatly.  Examples include knowledge sharing skills, communications, teamwork, problem solving, interpreting and using data, meeting customer requirements, process analysis and simplification, waste and cycle time reduction, and priority setting based on strategic alignment or cost/benefit analysis.  Education needs also might include basic skills such as reading, writing, language, and arithmetic.

· Education and training delivery might occur inside or outside the company and involve on-the-job, classroom, computer-based, distance learning, or other types of delivery.  Training might also occur through developmental assignments within or outside the company. 

· Evaluation of education and training should seek effectiveness measures as a critical component of evaluation.  Such measures might address impact on individual, unit, and company performance, impact on customer-related performance, and cost/benefit analysis of the training.

· Although the Item does not specifically ask about training for customer-contact employees, such training is increasingly important and common.  It frequently includes:  (1) acquiring critical knowledge and skills with respect to products, services and customers; (2) listening to customers; (3) recovery from problems or failures and (4) learning how to effectively manage expectations.

Item 4.3 Employee Well-Being and Satisfaction

Purpose

This Item addresses the work environment, the employee support climate, and how employee satisfaction is determined, with the aim of fostering the well-being, satisfaction, and motivation of all employees, recognizing their diverse needs.

Requirements

The company is asked how they ensure a safe and healthful work environment for all employees, taking into account their differing work environments and associated requirements.  Special emphasis is placed on how employees contribute to identifying important factors and to improving workplace safety.  They are also asked to identify appropriate measures and targets for key environmental factors so that status and progress can be tracked.

They are asked how they enhance employee well-being, satisfaction and motivation based upon a holistic view of the key stakeholder group.  Special emphasis is placed on the variety of approaches used to satisfy a diverse work force with differing needs and expectations. 

Finally, they are asked how they assess employee well-being, satisfaction, and motivation, and how they relate assessment findings to key business results to set improvement priorities.

Comments

· Most companies, regardless of size, have many opportunities to contribute to employee well-being, satisfaction and motivation.  Examples of services, facilities, activities and other opportunities are: personal and career counseling; career development and employability services; recreational or cultural activities; formal and informal recognition; non-work related education; day care; special leave for family responsibilities and/or community services; safety on the job; flexible work hours; outplacement services; and retiree benefits, including extended health care and access to employee services.

· Although satisfaction with pay and promotion is important, these two factors are generally not sufficient to ensure overall employee satisfaction, motivation, and high performance.  Some example of other factors to consider are effective employee problems and grievance resolution; employee development and career opportunities; work environment and management support; workload; communication; cooperation, and teamwork; job security; appreciation of the differing needs of diverse employee groups; and support for serving customers.

· In addition to direct measurement of employee satisfaction and well-being through formal and informal surveys, other indicators of satisfaction and well-being include: absenteeism, turnover, grievances, strikes, OSHA reportables, and worker’s compensation claims. 

Information and Analysis (Category 5)

Information and Analysis is the main point within the Criteria for all key information to effectively measuring and analyzing performance to drive improvement and competitiveness.  In simplest terms, Category 5 is the “brain center” for the alignment of a company’s information system with its strategic directions.  Central to such use of data and information are their quality and availability.  Furthermore, since information and analysis might themselves be primary sources of competitive advantage and productivity growth, the Category also addresses such strategic considerations.

Item 5.1 Measurement and Analysis of Company Performance

Purpose

This Item addresses the company’s selection, management and use of information and data for performance measurement and analysis in support of organizational planning and performance improvement.  This Item examines the company’s integrated performance measurement and management system that relies on financial and non-financial data and information.  The aim of measurement and analysis is to guide the company’s process management toward the achievement of key business results and strategic objectives.  

Requirements

The company is asked how they select and integrate data and information for monitoring daily operations and support decision-making, and they select and use measures for tracking those operations and overall business performance.  They are asked how they select and use comparative data to help drive performance improvement.

They are asked what analysis is performed to support the senior leaders’ assessment of overall organizational performance and their strategic planning.  They are asked how the results of analysis are communicated to support decision making throughout the company and are aligned with business results, strategic objectives, and action plans.  

Finally, they are asked how they keep the performance measurement system current with changing business needs and directions.

Comments

· Alignment and integration are key concepts for successful implementation of a performance measurement system.  They are viewed in terms of extent and effectiveness of use to meet performance assessment needs.  Alignment and integration include how measures are aligned throughout the company, how they are integrated to yield company-wide measures, and how performance measurement requirements are deployed by senior leaders to track work group and process level performance on key measures targeted for company-wide significance and/or improvement.

· The use of comparative data and information is important to all companies.  The major premises for use are: (1) the company needs to know where it stands relative to competitors and to best practices; (2) comparative and benchmarking information often provides the impetus for significant (“breakthrough”) improvement or change; and (3) comparing performance information frequently leads to a better understanding of processes and their performance.  Benchmarking information also may support business analysis and decisions relating to core competencies, alliances, and outsourcing.

· Effective selection and use of comparative data and information require: (1) determination of needs and priorities; (2) criteria for seeking appropriate sources for comparisons – from within and outside the company’s industry and markets; and (3) use of data and information to set stretch targets and to promote major, non-incremental (“breakthrough”) improvement in areas most critical to the company’s competitive strategy.

· Individual facts and data do not usually provide an effective basis for setting priorities.  This Item emphasizes that close alignment is needed between your analysis and your performance review and company planning.  This ensures that analysis is relevant to decision making that is based on relevant information.

· Action depends on understanding cause-effect connections between processes and results.  Process actions and their results may have many resource implications.  Companies have a critical need to provide an effective analytical basis for decisions because resources for improvement are limited and cause-effect connections are often unclear.

· Analyses the company conducts to gain an understanding of performance and needed actions may vary widely depending on the type of company, size, competitive environment, and other factors.  Examples of possible analyses include:

· How product and service quality improvement correlates with key customer indicators such as customer satisfaction, customer retention, and market share.  

· Cost/revenue implications of customer-related problems and effective problem resolution.  

· Interpretation of market share changes in terms of customer gains and losses and changes in customer satisfaction.

· Improvement trends in key operational performance indicators such as productivity, cycle time, waste reduction, new product introduction, and defect levels. 

· Relationships between employee/company learning and value added per employee.

· Financial benefits derived from improvements in employee safety, absenteeism, and turnover.

· Benefits and costs associated with education and training, including Internet-based, or e-learning, opportunities.  

· Benefits and costs associated with improved organizational knowledge management and sharing.

· How the ability to identify and meet employee requirements correlates with employee retention, motivation, and productivity.

· Cost/revenue implications of employee-related problems and effective problem resolution.

· Cost trends relative to competitors’.

· Relationships among product/service quality, operational performance indicators, and overall financial performance trends as reflected in indicators such as operating costs, revenues, asset utilization, and value added per employee.

· Allocation of resources among alternative improvement projects based on cost/benefit implications or environmental/community impact.

· Net earnings derived from quality, operational, and human resource performance improvements.

· Comparisons among business units showing how quality and operational performance improvement affect financial performance. 

· Profit impacts of customer retention.

· Cost/revenue implications of new market entry, including global market entry or expansion.

· Cost/revenue, customer, and productivity implications of engaging in and/or expanding e-commerce/e-business and use of the Internet and intranets.

· The availability of electronic data and information of many kinds (e.g., financial, operational, customer-related, accreditation/regulatory) and from many sources (e.g., internal, third party, public sources, and the Internet) permits extensive analysis and correlations.  Effectively using and prioritizing this wealth of information are significant challenges.  

Item 5.2 Information Management

Purpose

This Item examines how the company ensures the availability of high-quality, timely data and information for all key users – employees, supplier/partners, and customers.

Requirements

The company is asked how they make data and information available and accessible to their users.  They are asked how they ensure that the data and information have all the characteristics the users expect:  reliability, accuracy, timeliness, and appropriate levels of security and confidentiality.  

The company is asked how they ensure that hardware systems and software are reliable and user friendly so that access is facilitated and encouraged.  They are asked how they keep their data availability mechanisms, software, and hardware current with changing business needs and directions.

Comments

· Managing information can require a significant commitment of resources as the sources of data and information grow dramatically.  The expanding use of electronic information within the company’s operations, for the Internet, and in business-to-business and business-to-consumer communications challenges the ability to ensure reliability and availability in a user-friendly format.  

· Data and information are especially important in business networks, alliances, and supply chains.  Responses to this Item should recognize the need for rapid data validation and reliability assurance, given the increasing use of electronic data transfer.

Leadership (Category 6)

Leadership addresses how the senior leaders guide the company in setting directions and seeking future opportunities.  Primary attention is given to how senior leaders create a leadership system based upon clear values and high performance expectations that addresses the needs of all stakeholders.  The Category also includes the company’s responsibilities to the public and how the company practices good citizenship.

Item 6.1 Company Leadership

Purpose

This Item examines the key aspects of the company’s leadership and role of the senior leaders, with the aim of creating and sustaining a high performance organization.

Requirements 

The company is asked how their senior leaders set directions, communicate and deploy values and performance expectations, and take into account the expectations of customers and other stakeholders.  This includes how leaders create an environment for innovation, learning, and knowledge sharing.

They are also asked how the senior leaders review organizational performance, what key performance measures they regularly review, and how review findings are used to drive improvement and change, including the leaders’ effectiveness.

Comments

· Leadership’s central roles in setting directions, creating and balancing value for all stakeholders, and driving performance are the focus in this Item.  Success requires a strong future orientation and a commitment to both improvement and change.  Increasingly, this requires creating an environment for learning and innovation, as well as the means for rapid and effective application of knowledge.

· The organizational review called for in this Item is intended to cover all areas of performance, thereby providing a picture of the “state of health” of the company.  This includes not only how well they are currently performing, but also how well they are moving toward the future.  It is anticipated that the review findings will provide a reliable means to guide both improvement and change, tied to the company’s own key objectives, success factors, and measures.  Therefore, an important component of the senior leaders’ organizational review is the translation of the review findings into an action agenda, sufficiently specific for deployment throughout the company and to the suppliers/partners and key customers.

Item 6.2 Public Responsibility and Citizenship

Purpose

This Item addresses how the company fulfills its public responsibilities and encourages, supports, and practices good citizenship.

Requirements

The company is asked how they address current and future impacts on society in a proactive manner and how it ensures ethical business practices in all stakeholder interactions.  The impacts and practices are expected to cover all relevant and important areas – products, services, and operations.

The company is also asked how they, the senior leaders and employees identify, support, and strengthen key communities as part of good citizenship practices.

Comments

· An integral part of performance management and improvement is proactively addressing legal and regulatory requirements and risk factors.  Addressing these areas requires establishing appropriate measures and/or indicators that senior leaders track in their overall performance review.  The company should be sensitive to issues of public concern, whether or not these issues are currently embodied in law.

· Citizenship implies going beyond a compliance orientation.  Good citizenship opportunities are available to companies of all sizes.  These opportunities include employee community service that is encouraged and supported by the company.

· Examples or organizational community involvement include: influencing the adoption of higher standards in education by communicating employability requirements to schools and school boards; partnering with other business and health care providers to improve health in the local community by providing education and volunteer services to address public health issues; and partnering to influence trade and business associations to engage in beneficial, cooperative activities, such as sharing best practices to improve overall state competitiveness and the environment.

Business Results (Category 7)

Business Results provide a results focus that encompasses the customer’s evaluation of the company’s products and services, the company’s overall financial and market performance, and the results of all key processes and process improvement activities.  Through this focus, the Criteria’s dual purpose – superior value of offerings as viewed by customers and the marketplace, and superior company performance reflected in operational and financial indicators – are maintained.  Category 7 thus provides “real-time” information (measures of progress) for evaluation and improvement of processes, aligned with overall business strategy.  Item 5.2 calls for analysis of business results data and information to determine overall organizational performance.

Item 7.1 Customer-Focused Results

Purpose

This Item examines the company’s customer focused performance results, with the aim of demonstrating how well the company has been satisfying customers and delivering product and service quality that lead to satisfaction and loyalty.

Requirements

The company is asked to provide current levels, trends, and appropriate comparisons for key measures and/or indicators of customer satisfaction, dissatisfaction, and satisfaction relative to competitors.  They are asked to provide data and information on customer loyalty (retention), positive referral, and customer-perceived value.

They are also asked to provide levels and trends in key measures and/or indicators of product and service performance.  Such results should be for key drivers of customers’ satisfaction and retention.

Comments

· This Item focuses on the creation and use of all relevant data to determine and help predict the company’s performance as viewed by customers. Relevant data and information include: customer satisfaction and dissatisfaction; retention, gains, and losses of customers and customer accounts; customer complaints and warranty claims; customer-perceived value based on quality and price; and awards, ratings, and recognition from customers and independent rating organizations.

· This Item includes measures of product and service performance that serve as indicators of customers’ views and decision making relative to future purchases and relationships.  These measures of product and service performance are derived from customer-related information gathered in Item 1.1 and 1.2.

· Product and service measures appropriate for inclusion might be based upon the following: internal quality measurements; field performance of products; data collected from customers by other organizations on ease of use or other attributes; or customer surveys on product and service performance.

· The correlation between product/service performance and customer indicators is a critical management tool with multiple uses:  (1) defining and focusing on key quality and customer requirements; (2) identifying product/service differentiators in the marketplace; and (3) determining the cause-effect relationships between your product/service attributes and evidence of customer satisfaction and loyalty, as well as positive referrals.  The correlation might reveal emerging or changing market segments, the changing importance of requirements, or even the potential obsolescence of offerings.

Item 7.2 Financial and Market Results

Purpose

This Item examines the company’s financial and market results, with the aim of understanding the marketplace challenges and opportunities.

Requirements

The company is asked to provide levels, trends, and appropriate comparisons for key financial, market, and business indicators.  Overall, these results should provide a complete picture of the financial and marketplace success and challenges.

Comments

· Measures reported in this Item are those usually tracked by senior leadership on an ongoing basis to assess the company’s performance.

· Appropriate financial measures and indicators might include: revenue, profits, market position, cash-to-cash cycle time, earnings per share, and returns measures.  Marketplace performance measures might include: market share, measures of business growth, new product and geographic markets entered (including exports), entry into e-commerce markets, and the percent of sales derived from new products.

Item 7.3 Human Resource Results

Purpose

This Item addresses the company’s human resource results, with the aim of demonstrating how well the company has been creating and maintaining a positive, productive, learning, and caring work environment.

Requirements

The company is asked to provide current levels, trends, and appropriate comparisons for key measures and/or indicators of employee well-being, satisfaction, dissatisfaction, and development.

They are also asked to provide data and information on their work system performance and effectiveness.

Comments

· Generic factors might include: safety, absenteeism and turnover, satisfaction, and complaints (grievances).  For some measures, such as absenteeism and turnover, local or regional comparisons also are appropriate.

· Company-specific factors are those they access for determining employees’ well-being and satisfaction.  These factors might include: extent of training or cross-training, or extent and success of self-direction.

· Results measures reported for work system performance might include improvement in job classification, job rotation, work layout, and local decision making.  Results reported might include input data, such as extent of training, but the main emphasis should be on data that show effectiveness of outcomes.

Item 7.4 Company Effectiveness Results

Purpose

This Item examines the company’s other key operational performance results, with the aim of achieving organizational effectiveness, attaining key organizational goals, and demonstrating good organizational citizenship.  

Requirements

The company is asked to provide current levels, trends, and appropriate comparisons for key measures and/or indicators of operational and strategic performance that support the ongoing achievement of results reports in Items 7.1 through 7.3.

They are also asked to provide data and information on their regulatory/legal compliance and citizenship.

Comments

· This Item encourages the company to develop and include unique and innovative measures to trace business development and operational improvement.  However, all key areas of business and operational performance should be covered by measures that are relevant and important to the company.

· Measures and/or indicators of operational effectiveness might include: reduced emissions levels, waste stream reductions, by-product use, and recycling; internal responsiveness indicators such as cycle time, production flexibility, lead times, set-up times and time to market; business-specific indicators such as innovation rates and increase use of e-technology, product/process yields, and delivery performance to requests; supply chain indicators such as reductions in inventory and/or incoming inspections, increases in quality and productivity, improvement in electronic data exchange and reductions in supply chain management costs; third-party assessment results such as ISO 9000 audits; and indicators of strategic goal achievement.

· Measures should include environmental and regulatory compliance and noteworthy achievement in these areas, as appropriate.  Results also should include indicators of support for key communities and other public purposes.

· If the company has received sanctions or adverse action under law, regulation, or contract during the past three years, the incidents and current status should be summarized.

Performance Excellence Goals


The Performance Excellence Criteria, and the programs using the criteria, are designed to help companies enhance their competitiveness through focus on:





Delivery of ever-improving value to customers, contributing to marketplace success; and


Improvement of overall organizational effectiveness and capabilities


Organizational and personal learning
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