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THE MALCOLM BALDRIGE NATIONAL QUALITY AWARD

A Public-Private Partnership

Building active partnerships in the private sector—and
among the private sector and all levels of government—is
fundamental to the success of the Baldrige National Quality
Program in improving national competitiveness. Private-
sector support for the Program in the form of funds, vol-
unteer efforts, and participation in information transfer
continues to grow.

"To ensure the continued growth and success of these part-
nerships, each of the following organizations plays an im-
portant role.

Foundation for the Malcolm Baldrige
National Quality Award

The Foundation for the Malcolm Baldrige National Quality
Award was created to foster the success of the Program.
The Foundation’s main objective is to raise funds to per-
manently endow the Award Program.

Prominent leaders from U.S. organizations serve as Foun-
dation Trustees to ensure that the Foundation’s objectives
are accomplished. A broad cross section of organizations
throughout the United States provides financial support to
the Foundation.

National Institute of Standards
and Technology

The National Institute of Standards and Technology
(NIST), an agency of the U.S. Department of Commerce,
manages the Baldrige National Quality Program. NIST
promotes U.S. innovation and industrial competitiveness by
advancing measurement science, standards, and technology
in ways that enhance economic security and improve our
quality of life. Through a network of technology extension
centers and field offices serving all 50 states and Puerto
Rico, NIST helps small- and medium-sized businesses
access the information and expertise they need to improve
their competitiveness in the global marketplace.

American Society for Quality

The American Society for Quality (ASQ) assists in adminis-
tering the Award Program under contract to NIST. ASQ’s
vision is to make quality a global priority, an organizational
imperative, and a personal ethic and, in the process, to be-
come the community for all who seek quality concepts,
technology, or tools to improve themselves and their world.

Board of Overseers

The Board of Overseers advises the Department of
Commerce on the Baldrige National Quality Program.

The board is appointed by the Secretary of Commerce
and consists of distinguished leaders from all sectors of
the U.S. economy.

The Board of Overseers evaluates all aspects of the Pro-
gram, including the adequacy of the Criteria and processes
for determining Award recipients. An important part of the
board’s responsibility is to assess how well the Program is
serving the national interest. Accordingly, the board makes
recommendations to the Secretary of Commerce and to the
Director of NIST regarding changes and improvements in
the Program.

Board of Examiners

The Board of Examiners evaluates Award applications and
prepares feedback reports. The Panel of Judges, part of the
Board of Examiners, makes Award recommendations to the
Director of NIST. The board consists of leading experts
from U.S. businesses and education, health care, and non-
profit organizations. NIST selects members through a
competitive application process. For 2008, the board con-
sists of about 570 members. Of these, 12 (who are ap-
pointed by the Secretary of Commerce) serve as Judges,
and approximately 100 serve as Senior Examiners. The
remainder serve as Examiners. All members of the board
must take part in an Examiner Preparation Course.

In addition to reviewing applications, board members play
a significant role in sharing information about the Pro-
gram. Their membership in hundreds of professional,
trade, community, and state organizations helps them
disseminate this information.

Award Recipients

Award recipients are required to share information on their
successful performance and quality strategies with other
U.S. organizations. However, recipients are not required to
share proprietary information, even if such information was
part of their Award application. The principal mechanism
for sharing information is The Quest for Excellence®
Conference, held annually.

Award recipients in the 20 years of the Award have been
extremely generous in their commitment to improving
U.S. competitiveness and furthering the U.S. pursuit of
performance excellence. They have shared information
with hundreds of thousands of companies, education
organizations, health care organizations, government agen-
cies, nonprofit organizations, and others. This sharing far
exceeds expectations and Program requirements. Award
recipients’ efforts have encouraged many other organiza-
tions in all sectors of the U.S. economy to undertake their
own performance improvement efforts.



BALDRIGE Baldrige National Quality Program

7’ RESNIRREEE  National Institute of Standards and Technology * Department of Commerce
To:
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Subject: Why Is Baldrige Important for You?

Because the Baldrige Criteria for Performance Excellence are about winning! Because they are about winning in
your marketplace every day with a high-performing, high-integrity, ethical organization. Because every Baldrige
Ciriteria user is a winner.

Is using the Baldrige Criteria easy? No! But neither is achieving sustainable results in today’s challenging environ-
ment. Will the Criteria help you think and act strategically? Yes. Will they help you align your processes, your peo-
ple, your resources, and your customers’ needs? Yes. Are these worthwhile goals? You decide. The choice is yours!

Whether your organization is small or large; is involved in service, manufacturing, government, or nonprofit
work; and has one office or multiple sites across the globe, the Criteria provide a valuable framework that can
help you measure performance and plan in an uncertain environment. The Criteria can help you align resources
with approaches such as ISO 9000, Lean, a Balanced Scorecard, and Six Sigma; improve communication, produc-
tivity, and effectiveness; and achieve strategic goals.

How to begin that first Baldrige assessment? Take a few minutes and scan the questions in the Organizational
Profile on pages 4-6. A discussion of the answers to these questions might be your first Baldrige assessment. For ad-
ditional guidance, refer to our free booklet Getting Started with the Baldrige Criteria for Performance Excellence.

Do you need to know what your employees and your senior managers think? Or do you believe you have been mak-
ing progress but want to accelerate or better focus your efforts? Try using our simple Are We Making Progress? and
Are We Making Progress as Leaders? questionnaires. Organized by the seven Baldrige Criteria Categories, they will
help you check your progress toward meeting your organizational goals and can improve communication among
your employees and your leadership team.

Even if you don’t expect to receive the Baldrige Award, submitting an Award application has valuable benefits.
Every applicant receives a detailed feedback report based on a rigorous evaluation conducted by a panel of spe-
cially trained experts.

The Ciriteria are in your hands . . . so is an incredible opportunity. Why not take advantage of that opportunity?
When you turn these pages, you turn the corner toward performance excellence. If you want more information,
contact me at nqp@nist.gov.

Need some useful tools to begin the Baldrige challenge? Try using
* Getting Started with the Baldrige Criteria for Performance Excellence
* Easy Insight:Take a First Step Toward a Baldrige Self-Assessment, found on our
Web site at www.baldrige.nist.gov/eBaldrige/Step_One.htm
* Are We Making Progress? and Are We Making Progress as Leaders?
Contact the Baldrige National Quality Program or visit our Web site for these and other educational materials.

Baldrige National Quality Program ¢ NIST ¢ Administration Building, Room A600 ¢ 100 Bureau Drive, Stop 1020 ¢ Gaithersburg, MD 20899-1020
Telephone: (301) 975-2036 * Fax: (301) 948-3716 ¢ E-mail: nqp@nist.gov * Web site: www.baldrige.nist.gov



THE QUEST FOR EXCELLENCE

The Quest for Excellence® XX Conference

Each year, The Quest for Excellence, the official confer-
ence of the Malcolm Baldrige National Quality Award,
provides a forum for Baldrige Award recipients to share
their exceptional performance practices with worldwide
leaders in business, education, health care, and nonprofit
organizations. The Quest for Excellence XX will showcase
the year 2007 Award recipients.

For the last 19 years, executives, managers, and quality
leaders have come to this conference to learn how these
role-model organizations have achieved performance
excellence. Chief Executive Officers (CEOs) and other
leaders from the Award recipient organizations give pre-
sentations covering all seven Categories of the Baldrige
Criteria, their journey to performance excellence, and their
lessons learned. At this three-day conference designed to
maximize learning and networking opportunities, attendees
will be able to interact with Award recipients.

The Quest for Excellence XX Conference will be

held April 22-25, 2008, at the Hilton Washington in
Wiashington, D.C. For further information, contact the
Baldrige Program by mail: Baldrige National Quality
Program, NIST, Administration Building, Room A600, 100
Bureau Drive, Stop 1020, Gaithersburg, MD 20899-1020;
telephone: (301) 975-2036; fax: (301) 948-3716; or e-mail:
ngp@nist.gov. For a general overview of the Baldrige
National Quality Program, visit its Web site:
www.baldrige.nist.gov.

The Malcolm Baldrige National Quality Award

The Award crystal, composed of two solid crystal prismatic
forms, stands 14 inches tall. The crystal is held in a base of
black anodized aluminum with the Award recipient’s name
engraved on the base. A 22-karat gold-plated medallion is
captured in the front section of the crystal. The medal bears
the inscriptions “Malcolm Baldrige National Quality
Award” and “The Quest for Excellence” on one side and
the Presidential Seal on the other.

The President of the United States traditionally presents
the Award at a special ceremony in Washington, D.C.

Crystal by Steuben

The Malcolm Baldrige National Quality Award logo and the phrases “The Quest for Excellence”
and “Performance Excellence” are trademarks and service marks of the
National Institute of Standards and Technology.

ii 2008 Criteria for Performance Excellence



CONTENTS L
The Criteria for Performance Excellence

| Criteria for Performance Excellence Framework
3 2008 Criteria for Performance Excellence—Item Listing

4 2008 Criteria for Performance Excellence

4 Preface: Organizational Profile
7 1 Leadership
10 2 Strategic Planning
13 3 Customer and Market Focus
16 4 Measurement, Analysis, and Knowledge Management
18 5 Workforce Focus
21 6 Process Management
23 7 Results

About the Criteria
27 Changes from the 2007 Criteria
28  Self-Analysis Worksheet
29 2008 Criteria Response Guidelines
34 2008 Criteria: Category and Item Descriptions
48 2008 Ciriteria: Core Values and Concepts
53 Key Characteristics of the Criteria
54  Glossary of Key Terms

Scoring
63 Scoring System
64 Scoring Guidelines

Application Information
67 Applying for the Malcolm Baldrige National Quality Award
67 Fees for the 2008 Award Cycle
69 Summary of Business and Nonprofit Eligibility Categories and Restrictions

71 How to Obtain Copies of Baldrige National Quality Program Materials
73 Index of Key Terms

Education and health care organizations should use the appropriate Criteria
booklets for their respective sectors. See pages 71-72 for ordering information.

If you plan to apply for the Award in 2008, you also will need the Baldrige Award Application
Forms, which can be downloaded at www.baldrige.nist.gov/Award_Application.htm.

The first step in the Award application process is to provide the Eligibility Certification
Package, which is due April 8, 2008. If you would like to recommend a senior member of
your organization for the Board of Examiners, the package is due March 7, 2008.

Award Application Packages are due May 22,2008, or May 8, 2008, if submitted on a CD.

We are easy to reach. Our Web site is www.baldrige.nist.gov.
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Baldrige Criteria for Performance Excellence Framework

A Systems Perspective
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CRITERIA FOR PERFORMANCE EXCELLENCE FRAMEWORK

The requirements of the Criteria for Performance Excel-
lence are embodied in seven Categories, as follows:

I Leadership
Strategic Planning

Customer and Market Focus

H W N

Measurement, Analysis, and Knowledge
Management

Workforce Focus
Process Management

Results

The figure on page iv provides the framework connecting
and integrating the Categories.

From top to bottom, the framework has the following basic
elements.

Organizational Profile

Your Organizational Profile (top of figure) sets the context
for the way your organization operates. Your environment,
key working relationships, and strategic challenges and ad-
vantages serve as an overarching guide for your organiza-
tional performance management system.

System Operations

The system operations are composed of the six Baldrige
Categories in the center of the figure that define your oper-
ations and the results you achieve.

Leadership (Category 1), Strategic Planning (Category 2),
and Customer and Market Focus (Category 3) represent the
leadership triad. These Categories are placed together to
emphasize the importance of a leadership focus on strategy
and customers. Senior leaders set your organizational direc-
tion and seek future opportunities for your organization.

Workforce Focus (Category 5), Process Management (Cate-
gory 6), and Results (Category 7) represent the results triad.

2008 Criteria for Performance Excellence

Your organization’s workforce and key processes accomplish
the work of the organization that yields your overall perfor-
mance results.

All actions point toward Results—a composite of product
and service, customer, market and financial, and internal
operational performance results, including workforce,
leadership, governance, and social responsibility results.

The horizontal arrow in the center of the framework links
the leadership triad to the results triad, a linkage critical to
organizational success. Furthermore, the arrow indicates the
central relationship between Leadership (Category 1) and
Results (Category 7). The two-headed arrows indicate the
importance of feedback in an effective performance man-
agement system.

System Foundation

Measurement, Analysis, and Knowledge Management (Cate-
gory 4) are critical to the effective management of your or-
ganization and to a fact-based, knowledge-driven system for
improving performance and competitiveness. Measurement,
analysis, and knowledge management serve as a foundation
for the performance management system.

Criteria Structure

The seven Criteria Categories shown in the figure are sub-
divided into Items and Areas to Address.

Items

There are 18 Items, each focusing on a major requirement.
Item titles and point values are given on page 3. The Item
format is shown on page 29.

Areas to Address

Items consist of one or more Areas to Address (Areas).
Organizations should address their responses to the specific
requirements of these Areas.



BALDRIGE

National Quality Program

On March 13,2007, the three 2006 Baldrige Award recipients
were honored: Premier, Inc. (Premier); MESA Products, Inc.
(MESA); and North Mississippi Medical Center (NMMC).
Clockwise from the upper left, the photographs show (1) rep-
resentatives from all three Award recipients with U.S. Vice
President Richard B. Cheney and U.S. Secretary of
Commerce Carlos M. Gutierrez; (2) Vice President Cheney;
(3) Vice President Cheney, MESA President Terry E. May,

Baldrige National Quality Program
Honors 2006 Award Recipients

Sales and Marketing Manager John Robert Cole, and Secre-
tary Gutierrez; (4) Vice President Cheney, Premier President
and Chief Executive Officer Richard A. Norling, Vice Presi-
dent of Organizational Engagement and Performance Excel-
lence Kelli Loftin Price, and Secretary Gutierrez; (5) Secre-
tary Gutierrez; and (6) Vice President Cheney, NMMC
President Charles D. Stokes, Chief Executive Officer John
Heer, and Secretary Gutierrez.

2008 Criteria for Performance Excellence




2008 CRITERIA FOR PERFORMANCE EXCELLENCE—ITEM LISTING

Preface: Organizational Profile

P.1  Organizational Description

P2 Organizational Challenges

2008 Categories and Items

Point Values

Leadership 120
1.1 Senior Leadership 70
1.2 Governance and Social Responsibilities 50
Strategic Planning 85
2.1 Strategy Development 40
2.2 Strategy Deployment 45
Customer and Market Focus 85
3.1 Customer and Market Knowledge 40
3.2 Customer Relationships and Satisfaction 45
Measurement, Analysis, and Knowledge Management 90
4.1 Measurement, Analysis, and Improvement of
Organizational Performance 45
4.2 Management of Information, Information Technology,
and Knowledge 45
Workforce Focus 85
5.1  Workforce Engagement 45
5.2 Workforce Environment 40
Process Management 85
6.1 Work Systems Design 35
6.2  Work Process Management and Improvement 50
Results 450
7.1 Product and Service Outcomes 100
7.2 Customer-Focused Outcomes 70
7.3 Financial and Market Outcomes 70
7.4 Workforce-Focused Outcomes 70
7.5 Process Effectiveness Outcomes 70
7.6 Leadership Outcomes 70
TOTAL POINTS 1,000

Note: The Scoring System used with the Criteria ltems
in a Baldrige assessment can be found on pages 63—66.

2008 Criteria for Performance Excellence



2008 CRITERIA FOR PERFORMANCE EXCELLENCE

Importance of Beginning With Your Organizational Profile
Your Organizational Profile is critically important because
e it is the most appropriate starting point for self-assessment and for writing an application;
¢ it helps you identify potential gaps in key information and focus on key performance requirements and results;

e it is used by the Examiners and Judges in application review, including the site visit, to understand your organization
and what you consider important (you will be assessed using the Criteria requirements in relation to your organiza-
tion’s environment, relationships, influences, and challenges, as presented in your Organizational Profile); and

e it also may be used by itself for an initial self-assessment. If you identify topics for which conflicting, little, or no
information is available, it is possible that the Organizational Profile can serve as your complete assessment, and you
can use these topics for action planning.

Organizational Profile:
Environment, Relationships, and Challenges

n Preface: Organizational Profile

"The Organizational Profile is a snapshot of your organization, the key
influences on How you operate, and the kev challenges you face.

Measurement,

-

P.I Organizational Description: What are your key organizational characteristics?

Describe your organization’s operating environment and your key relationships with customers, suppliers,
PARTNERS, and STAKEHOLDERS.

Within your response, include answers to the following questions:

a. Organizational Environment
(1) What are your organization’s main products and services? What are the delivery mechanisms used to
provide your products and services to your CUSTOMERS?

(2) What is your organizational culture? What are your stated PURPOSE, VISION, MISSION, and VALUES?

(3) What is your workrorct profile? What are your workrorce or employee groups and secMents? What are
their key requirements and expectations? What are their education levels? What are your organiza-
tion’s workroRrcE and job DIVERsITY, organized bargaining units, kev benefits, and special health and safety
requirements?

(4) What are your major facilities, technologies, and equipment?

(5) What s the regulatory environment under which your organization operates? What are the applicable
occupational health and safety regulations; accreditation, certification, or registration requirements;
relevant industry standards; and environmental, financial, and product regulations?

b. Organizational Relationships
(1) What are your organizational structure and coverNANCE system? What are the reporting relationships
among your GOVERNANCE board, SENIOR LEADERS, and parent organization, as appropriate?

(2) What are your Key cUsTOMER and STAKEHOLDER groups and market SEGMENTS, as appropriate? What are their
KEY requirements and expectations for your products, services, and operations? What are the differ-
ences in these requirements and expectations among cusToMer and STAKEHOLDER groups and market
SEGMENTS?

(3) What are your most important types of suppliers, PARTNERS, COLLABORATORS, and distributors? What role
do these suppliers, PARTNERS, COLLABORATORS, and distributors play in your work systems and the production
and delivery of your kev products and services? What role, if any, do they play in your organizational
INNOVATION PROCESSES? What are your most important supply chain requirements?

(4) What are your key supplier and customer partnering relationship and communication mechanisms?

4 2008 Criteria for Performance Excellence



N1. Mechanisms for product and service delivery to
your end-use customers (P.1a[1]) might be direct or

mechanisms may change as marketplace, customer, or
stakeholder requirements change.

through dealers, distributors, collaborators, or channel

N6. While some nonprofit organizations offer products and
partners. profit org ffer p

services (P1a[1]), many might appropriately interpret this
N2. Workforce or employee groups and segments (in- phrase as programs or projects and services.
cluding organized bargaining units) (P.1a[3]) might be
based on the type of employment or contract report-

ing relationship, location, tour of duty, work environ-

ment, family-friendly policies, or other factors.

N3. Market segments (P.1b[2]) might be based on
product or service lines or features, distribution chan-
nels, business volume, geography, or other factors that
are important to your organization to define related
market characteristics.

N7. Customers (P1a[1]) are the users and potential users
of your products, programs, and services. In some nonprofit
organizations, customers might include members, taxpayers,
citizens, recipients, clients, and beneficiaries. Market seg-
ments might be referred to as constituencies.

N8. Many nonprofit organizations rely heavily on volunteers
to accomplish their work. These organizations should include
volunteers in the discussion of their workforce (P1a[3]).

NO9. For nonprofit organizations, relevant industry standards
(P 1a[5]) might include industrywide codes of conduct and
policy guidance. The term “industry” is used throughout the
Criteria to refer to the sector in which you operate. For
nonprofit organizations, this sector might be charitable or-
ganizations, professional associations and societies, religious
organizations, or government entities—or a subsector of one
of these.

N4. Customer and stakeholder group and market seg-
ment requirements (P.1b[2]) might include on-time
delivery, low defect levels, safety, security, ongoing
price reductions, electronic communication, rapid re-
sponse, after-sales service, socially responsible behavior,
and community service. For some nonprofit organizations,
requirements also might include administrative cost reduc-
tions, at-home services, rapid response to emergencies, and
maultilingual services.

N5. Communication mechanisms (P.1b[4]) should be
two-way and might be in person, via e-mail, Web-
based, or by telephone. For many organizations, these

N10. For some nonprofit organizations, governance and
reporting relationships (P.1b[1]) might include relationships
with major agency, foundation, or other funding sources.

For additional description of this Item, see page 34.

Information for Understanding All Criteria Items

For definitions of key terms presented throughout the Criteria and Scoring Guidelines text in SMALL CAPS/SANS
seriF, see the Glossary of Key Terms on pages 54-61.

Frequently, several questions are grouped under one number (e.g., P.1a[3]). These questions are related and do
not require separate responses. These multiple questions serve as a guide in understanding the full meaning of
the information being requested.

Item notes serve three purposes: (1) to clarify terms or requirements presented in an Item, (2) to give
instructions on responding to the Item requirements, and (3) to indicate key linkages to other Items. In all
cases, the intent is to help you respond to the Item requirements.

A number of Item notes include guidance specifically for nonprofit organizations. This information appears in italics.

2008 Criteria for Performance Excellence 5



P.2 Organizational Challenges: What are your key organizational challenges?

Describe your organization’s competitive environment, your KEY STRATEGIC CHALLENGES and ADVANTAGES, and

your system for PERFORMANCE improvement.

Within your response, include answers to the following questions:

a. Competitive Environment

(1) What is your competitive position? What is your relative size and growth in your industry or markets
served? What are the numbers and types of competitors for your organization?

(2) What are the principal factors that determine your success relative to your competitors? What are any
key changes taking place that affect your competitive situation, including opportunities for INNOVATION

and collaboration, as appropriate?

(3) What are your ke available sources of comparative and competitive data from within your industry?
What are your key available sources of comparative data from outside your industry? What limitations,
if any, are there in your ability to obtain these data?

b. Strategic Context

What are your kev business, operational, and human resource STRATEGIC CHALLENGES and ADvANTAGES? What are
your KEY STRATEGIC CHALLENGES and ADVANTAGES associated with organizational sUSTAINABILITY?

c. PERFORMANCE Improvement System

What are the ke elements of your PERFORMANCE improvement system, including your evaluation and LEARNING

PROCESSES?

NI1. Principal factors (P.2a[2]) might include differen-
tiators such as your price leadership, design services,
innovation rate, geographic proximity, accessibility,
and warranty and product options. For some nonprofit
organizations, differentiators also might include your rela-
tive influence with decision makers, ratio of administrative
costs to programmatic contributions, reputation for program
or service delivery, and wait times for service.

N2. Strategic challenges and advantages (P.2b) might
relate to technology, products, your operations, your
industry, globalization, your value chain, and people.

N3. Performance improvement (P.2¢) is an assessment
dimension used in the Scoring System to evaluate the
maturity of organizational approaches and deployment
(see pages 63-66). This question is intended to help

you and the Baldrige Examiners set an overall context

tor your approach to performance improvement.
Overall approaches to performance improvement
might include implementing a Lean Enterprise System,
applying Six Sigma methodology, using ISO 9000:2000
standards, or employing other process improvement
tools.

N4. Nonprofit organizations frequently are in a very
competitive environment; they often must compete with
other organizations and with alternative sources for similar
services to secure financial and volunteer resources, mem-
bership, visibility in appropriate communities, and media
attention.

N5. For nonprofit organizations, the term “business” (P.2b)
is used throughout the Criteria to refer to your main mis-
sion area or enterprise Activity.

For additional description of this Item, see pages 34-35.

Page Limit

For Baldrige Award applicants, the Organizational Profile is limited to five pages. These pages are not counted in
the overall application page limit. Typing and formatting instructions for the Organizational Profile are the same as
for the application. These instructions are given in the Baldrige Award Application Forms, which can be downloaded at
www.baldrige.nist.gov/Award_Application.htm.

2008 Criteria for Performance Excellence



Organizational Profile:
el ips, ans

n Leadership (120 pts)

"The Leadership Category examines How your organization’s SeNIOR LEADERS guide and sus-
tain your organization. Also examined are your organization’s GOVERNANCE and How your
organization addresses its ethical, legal, and community responsibilities.

-

.1 Senior Leadership: How do your senior leaders lead? (70 pts.)

Describe How seNIOR LEADERs guide and sustain your organization. Describe How SENIOR LEADERS communicate
with your workForce and encourage HIGH PERFORMANCE.

Within your response, include answers to the following questions:

a. VisioN and VALUES
(1) How do SENIOR LEADERS set organizational vision and VALUES? How do SENIOR LEADERS DEPLOY your organization’s
visioN and VALUES through your LEADERSHIP SYSTEM, to the WORKFORCE, to KEY suppliers and PARTNERS, and to
cusToMers and other STAKEHOLDERS, as appropriate? How do SENIOR LEADERS” personal actions reflect a com-
mitment to the organization’s VALUES?

(2) How do senior LEADERS personally promote an organizational environment that fosters, requires, and
results in legal and ETHICAL BEHAVIOR?

(3) How do SENIOR LEADERS Create a SUSTAINABLE organization? How do SENIOR LEADERS create an environment for
organizational PERFORMANCE improvement, the accomplishment of your MissioN and STRATEGIC OBJECTIVES,
INNOVATION, competitive or role-model perrorMANCE leadership, and organizational agility? How do they
create an environment for organizational and woRrkroRrce LEARNING? How do they personally participate in
succession planning and the development of future organizational leaders?

b. Communication and Organizational PERFORMANCE
(1) How do senior LEADERS communicate with and engage the entire WorRKFORCE? How do SENIOR LEADERS encour-
age frank, two-way communication throughout the organization? How do SENIOR LEADERS communicate
key decisions? How do SENIOR LEADERS take an active role in reward and recognition programs to reinforce
HIGH PERFORMANCE and a cusTomer and business focus?

(2) How do SENIOR LEADERS create a focus on action to accomplish the organization’s objectives, improve
PERFORMANCE, and attain its vision? What PERFORMANCE MEASURES do SENIOR LEADERS regularly review to inform
them on needed actions? How do senior LEADERs include a focus on creating and balancing vaLue for
cusToMmers and other STAKEHOLDERS in their organizational PERFORMANCE expectations?

N1. Organizational vision (1.1a[1]) should set the
context for strategic objectives and action plans, which
are described in Items 2.1 and 2.2.

N3. A focus on action (1.1b[2]) considers the workforce,
the work systems, and the hard assets of your organiza-
don. It includes ongoing improvements in productivity
that may be achieved through eliminating waste or

N2. A sustainable organization (1.1a[3]) is capable of
addressing current business needs and possesses the
agility and strategic management to prepare success-
fully for its future business and market environment.
In this context, the concept of innovation includes
both technological and organizational innovation to
succeed in the future. A sustainable organization also
ensures a safe and secure environment for the work-
force and other key stakeholders.

For additional description of this Item, see page 35.
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reducing cycle time, and it might use techniques such
as Six Sigma and Lean. It also includes the actions to
accomplish your organization’s strategic objectives.

N4. Your organizational performance results should
be reported in Items 7.1-7.6.

N5. For nonprofit organizations that rely on volunteers

to accomplish their work, responses to 1.1b(1) also should
discuss your efforts to communicate with and engage the

volunteer workforce.



1.2 Governance and Social Responsibilities: How do you govern and
address your social responsibilities? (50 pts.) | Process |

Describe your organization’s GoveRNANCE system. Describe How your organization addresses its responsibil-
ities to the public, ensures ETHICAL BEHAVIOR, and practices good citizenship.

Within your response, include answers to the following questions:

a. Organizational GOVERNANCE
(1) How does your organization review and achieve the following key aspects of your GOVERNANCE system:

* accountability for management’s actions
* fiscal accountability

* transparency in operations and selection of and disclosure policies for GoverRNANCE board members,
as appropriate

* independence in internal and external audits

® protection of sTakeHoLDER and stockholder interests, as appropriate

(2) How do you evaluate the PerFoRMANCE of your seNIOR LEADERS, including the chief executive? How do you
evaluate the PERFORMANCE of members of your covernaNCE board, as appropriate? How do SeNIOR LEADERS and
your GOVERNANCE board use these PERFORMANCE reviews to further develop and to improve both their
personal leadership errecTiveness and that of your board and LEADERSHIP SYsTEM, as appropriate?

b. Legal and ETHICAL BEHAVIOR
(1) How do you address any adverse impacts on society of your products, services, and operations? How do
you anticipate public concerns with current and future products, services, and operations? How do you
prepare for these concerns in a proactive manner, including using resource-sustaining PROCESSES, as
appropriate? What are your key compliance PROCESSES, MEASURES, and GoaLs for achieving and surpassing
regulatory and legal requirements, as appropriate? What are your Key PROCESSES, MEASURES, and GoALs for
addressing risks associated with your products, services, and operations?

(2) How does your organization promote and ensure ETHICAL BEHAVIOR in all your interactions? What are your
KEY PROCESSES and MEASURES OT' INDICATORS for enabling and monitoring ETHICAL BEHAVIOR In your GOVERNANCE
structure, throughout your organization, and in interactions with CUSTOMERS, PARTNERS, and other STAKE-
HoLDERs? How do you monitor and respond to breaches of ETHICAL BEHAVIOR?

c. Support of Key Communities
How does your organization actively support and strengthen your key communities? How do you identify ey
communities and determine areas of emphasis for organizational involvement and support? What are your
KEY communities? How do your SENIOR LEADERS, in concert with your WORKFORCE, contribute to improving these
communities?

NI1. Societal responsibilities in areas critical to your serve as stewards of public funds, stewardship of those funds
organization’s ongoing success also should be addressed and transparency in operations are aveas of emphasis.

in Strategy Development (Item 2.1) and in Process
Management (Category 6). Key results, such as results
of regulatory and legal compliance (including the re-
sults of mandated financial audits), environmental im-
provements through use of “green” technology or
other means, or conservation activities, should be re-
ported as Leadership Outcomes (Item 7.6).

N3. Leadership performance evaluation (1.2a[2]) might
be supported by peer reviews, formal performance
management reviews (5.1b), and formal or informal
workforce and other stakeholder feedback and sur-
veys. For some nonprofit and government organizations,
external advisory boards might evaluate the performance of
senior leaders and the governance board.

N2. Transparency in operations of your governance
board (1.2a[1]) should include your internal controls on
governance processes. For some nonprofit organizations, an
external advisory board may provide some or all of the gover-
nance board functions. For those nonprofit organizations that

N4. Measures or indicators of ethical behavior
(1.2b[2]) might include the percentage of indepen-
dent board members, measures of relationships with
stockholder and nonstockholder constituencies,
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instances of ethical conduct breaches and responses, NG6. The health and safety of your workforce are not
survey results on workforce perceptions of organiza- addressed in Item 1.2; you should address these em-
tional ethics, ethics hotline use, and results of ethics ployee factors in Item 5.2.

reviews and audits. They also might include evidence
that policies, workforce training, and monitoring
systems are in place with respect to conflicts of
interest and proper use of funds.

N7. Nonprofit organizations should report in 1.2b(1), as
appropriate, how they address the legal and regulatory re-
quirements and standards that govern fundraising and lob-
bying activities.

N55. Areas of community support appropriate for inclu-
sion in 1.2¢ might include your efforts to strengthen
local community services, education, and health; the
environment, including collaborative activities to con-
serve the environment or natural resources; and prac-
tices of trade, business, or professional associations.

N8. For some charitable organizations, support for key
communities (1.2c) may occur totally through the mission-
related activities of the organization. In such cases, it is ap-
propriate to respond with any “extra efforts” you devote to
support of these communities.

For additional description of this Item, see pages 35-36.

Assessment of Item Responses

Item responses are assessed by considering the Criteria Item requirements; your key business factors presented

in your Organizational Profile; and the maturity of your approaches, breadth of their deployment, and strength of
your improvement process and results relative to the Scoring System. Refer to the Scoring System information on
pages 63—-66.
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Strategic
/| 8!

- Planning
N

"The Strategic Planning Category examines How your organization develops STRATEGIC \

ojecTIVEs and ACTION pLANS. Also examined are How your chosen STRATEGIC OBJECTIVES and ACTION

pLANS are DEPLOYED and changed if circumstances require, and How progress is measured. —

n Strategic Planning (85 pts)

7
Results

2.1 Strategy Development: How do you develop your strategy? (40 pts.) EEEN

Describe How your organization determines its STRATEGIC CHALLENGES and ADVANTAGES. Describe How your
organization establishes its strategy and sTraTEGIC OBJECTIVES to address these cHALLENGES and enhance its
ADVANTAGES. Summarize your organization’s Key STRATEGIC oBJECTIVES and their related coaLs.

Within your response, include answers to the following questions:

a. Strategy Development PROCESS
(1) How does your organization conduct its strategic planning? What are the key process steps? Who are
the ey participants? How does your process identify potential blind spots? How do you determine your
STRATEGIC CHALLENGES and ADVANTAGES, as identified in response to P.2 in your Organizational Profile? What
are your short- and longer-term planning time horizons? How are these time horizons set? How does
your strategic planning process address these time horizons?

(2) How do you ensure that strategic planning addresses the key factors listed below? How do you collect and
analyze relevant data and information pertaining to these factors as part of your strategic planning Procss:

® your organization’s strengths, weaknesses, opportunities, and threats

® carly indications of major shifts in technology, markets, customer preferences, competition, or the

regulatory environment
® Jlong-term organizational SUSTAINABILITY

* your ability to execute the strategic plan

b. STRATEGIC OBJECTIVES

(1) What are your Key sTRATEGIC OBJECTIVES and your timetable for accomplishing them? What are your most

important GoALs for these STRATEGIC OBJECTIVES?

(2) How do your sTrATEGIC OBJECTIVES address your STRATEGIC CHALLENGES and STRATEGIC ADVANTAGES? How do your
STRATEGIC OBJECTIVES address your opportunities for INNOVATION in products and services, operations, and the
business model? How do you ensure that your sTraTeGIC oBjecTIVES balance short- and longer-term
challenges and opportunities? How do you ensure that your STRATEGIC OBJECTIVES balance the needs of all

KEY STAKEHOLDERS?

NI1. “Strategy development” refers to your organiza-
tion’s approach (formal or informal) to preparing for
the future. Strategy development might utilize various
types of forecasts, projections, options, scenarios,
knowledge (see 4.2b for relevant organizational
knowledge), or other approaches to envisioning the
future for purposes of decision making and resource
allocation. Strategy development might involve partic-
ipation by key suppliers, distributors, partners, and
customers. For some nonprofit organizations, strategy
development might involve participation by organizations
providing similar services or drawing from the same donor
population or volunteer workforce.

N2. “Strategy” should be interpreted broadly. Strategy
might be built around or lead to any or all of the fol-
lowing: new products, services, and markets; revenue

growth via various approaches, including acquisitions,
grants, and endowments; divestitures; new partnerships
and alliances; and new employee or volunteer relation-
ships. Strategy might be directed toward becoming a
preferred supplier, a local supplier in each of your
major customers’ or partners’ markets, a low-cost pro-
ducer, a market innovator, or a high-end or customized
product or service provider. It also might be directed
toward meeting a community or public need.

N3. Your organization’s strengths, weaknesses, oppor-
tunities, and threats (2.1a[2]) should address all factors
that are key to your organization’s future success,
including the following, as appropriate: your customer
and market needs, expectations, and opportunities;
your opportunities for innovation and role-model per-
formance; your core competencies; your competitive
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environment and your performance relative to com- circumstances require a shift in plans and rapid execu-
petitors and comparable organizations; your product tion of new or changed plans.

life cycle; technological and other key innovations or
changes that might affect your products and services
and how you operate, as well as the rate of that inno-
vation; your human and other resource needs; your
ability to capitalize on diversity; your opportunities to
redirect resources to higher-priority products, services,
or areas; financial, societal, ethical, regulatory, techno-
logical, security, and other potential risks; your ability
to prevent and respond to emergencies, including nat-
ural or other disasters; changes in the national or global
economy; partner and supply chain needs, strengths,
and weaknesses; changes in your parent organization;
and other factors unique to your organization.

N55. Strategic objectives that address key challenges
and advantages (2.1b[2]) might include rapid
response, customization, co-location with major cus-
tomers or partners, workforce capability and capacity,
specific joint ventures, virtual manufacturing, rapid
innovation, ISO 9000:2000 or ISO 14000 registration,
Web-based supplier and customer relationship man-
agement, and product and service quality enhance-
ments. Responses to Item 2.1 should focus on your
specific challenges and advantages—those most
important to your ongoing success and to strengthen-
ing your organization’s overall performance.

N6. Item 2.1 addresses your overall organizational
strategy, which might include changes in services,
products, and product lines. However, the Item does
not address product or service design; you should
address these factors in Item 6.1, as appropriate.

N4. Your ability to execute the strategic plan (2.1a[2])
should address your ability to mobilize the necessary
resources and knowledge. It also should address your
organizational agility based on contingency plans or if

For additional description of this Item, see page 37.

2.2 Strategy Deployment: How do you deploy your strategy? (45 pts.) | Process |

Describe How your organization converts its STRATEGIC OBJECTIVES intO ACTION PLANS. Summarize your
organization’s AcTION PLANS and related KEY PERFORMANCE MEASURES O INDICATORS. Project your organization’s
future PERFORMANCE relative to kEy comparisons on these PERFORMANCE MEASURES O INDICATORS.

Within your response, include answers to the following questions:

a. AcTioN PLaN Development and DEPLOYMENT
(1) How do you develop and pepLoy AcTioN pLANs throughout the organization to achieve your KeY STRATEGIC
oBjecTIVES? How do you ensure that the key outcomes of your ACTION PLANS can be sustained?

(2) How do you ensure that adequate financial and other resources are available to support the accom-
plishment of your AcTion pLANS? How do you allocate these resources to support the accomplishment of
the plans? How do you assess the financial and other risks associated with the plans? How do you
balance resources to ensure adequate resources to meet current obligations?

(3) How do you establish and pepoy modified AcTioN pLaNs if circumstances require a shift in plans and rapid
execution of new plans?

(4) What are your key short- and longer-term AcTion pLaNs? What are the key planned changes, if any, in
your products and services, your customers and markets, and how you will operate?

(5) What are your key human resource plans to accomplish your short- and longer-term STRATEGIC OBJECTIVES
and AcTioN PLANS? How do the plans address potential impacts on people in your workrorce and any
potential changes to WORKFORCE CAPABILITY and CAPACITY needs?

(6) What are your KEY PERFORMANCE MEASURES OI' INDICATORS for tracking progress on your ACTION PLANS? How do
you ensure that your overall AcTiON PLAN measurement system reinforces organizational ALGNMENT? How
do you ensure that the measurement system covers all KEY DEPLOYMENT areas and STAKEHOLDERS?

b. PERFORMANCE PROJECTION
For the Key PERFORMANCE MEASURES or INDICATORS identified in 2.2a(6), what are your PERFORMANCE PROJECTIONS for
both your short- and longer-term planning time horizons? How are these projecTions determined? How
does your projected PERFORMANCE compare with the projected PERFORMANCE of your competitors or comparable
organizations? How does it compare with Key BENCHMARKS, GOALS, and past PERFORMANCE, as appropriate? How do
you ensure progress so that you will meet your projecTions? If there are current or projected gaps in
PERFORMANCE against your competitors or comparable organizations, How will you address them?
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NI1. Strategy and action plan development and deploy-
ment are closely linked to other Items in the Criteria.
The following are examples of key linkages:

* Item 1.1 for how your senior leaders set and com-
municate organizational direction;

* Category 3 for gathering customer and market
knowledge as input to your strategy and action
plans and for deploying action plans;

¢ Category 4 for measurement, analysis, and knowl-
edge management to support your key information
needs, to support your development of strategy, to
provide an effective basis for your performance
measurements, and to track progress relative to
your strategic objectives and action plans;

* Category 5 for meeting your workforce capability
and capacity needs, for workforce development
and learning system design and needs, and for

For additional description of this Item, see pages 37-38.

implementing workforce-related changes resulting
from action plans;

¢ Category 6 for changes to work systems and work
process requirements resulting from your action
plans; and

* Item 7.6 for specific accomplishments relative to
your organizational strategy and action plans.

N2. Deployment of action plans (2.2a[1]) might in-
clude key partners, collaborators, and suppliers.

N3. Measures and indicators of projected performance
(2.2b) might include changes resulting from new
ventures; organizational acquisitions or mergers; new
value creation; market entry and shifts; new legislative
mandates, legal requirements, or industry standards;
and significant anticipated innovations in products,
services, and technology.
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Organizational Profile:
Environment, Relationships, and Challenges

n Customer and Market Focus (85 pts))

"The Customer and Market Focus Category examines How your organization
determines the requirements, needs, expectations, and preferences of customers and
markets. Also examined is How your organization builds relationships with customers e Ayt st Knowesge rnsgemene___|
and determines the ke factors that lead to customer acquisition, satisfaction, loyalty,

and retention and to business expansion and SUSTAINABILITY.

3.1 Customer and Market Knowledge: How do you obtain and use
customer and market knowledge? (40 pts.)

Describe How your organization determines requirements, needs, expectations, and preferences of cusToMers
and markets to ensure the continuing relevance of your products and services and to develop new business
opportunities.

Within your response, include answers to the following questions:

a. CustoMER and Market Knowledge
(1) How do you identify custoMers, cusTomER groups, and market secMenTs? How do you determine which
CUSTOMERS, CUSTOMER groups, and market SEGMENTS to pursue for current and future products and services?
How do you include customers of competitors and other potential customers and markets in this
determination?

(2) How do you use the voice of the cusToMer to determine Key CUSTOMER requirements, needs, and changing
expectations (including product and service features) and their relative importance to CUSTOMERS’
purchasing or relationship decisions? How do your listening methods vary for different customers,
CUSTOMER groups, or market SEMeNTs? How do you use relevant information and feedback from current
and former customers, including marketing and sales information, customer loyalty and retention data,
cusToMeR referrals, win/loss ANaLysis, and complaint data for purrosks of planning products and services,
marketing, making work system and work process improvements, and developing new business
opportunities?

(3) How do you use voice-of-the-customer information and feedback to become more customer-focused, to
better satisfy customer needs and desires, and to identify opportunities for INNOVATION?

(4) How do you keep your customer and market listening and LeARNING methods current with business needs
and directions, including changes in your marketplace?

NI. Your responses to this Item should include the findings, Web-based data, warranty data, complaint

customer groups and market segments identified in
P.1b(2).

N2. If your products and services are sold or delivered
to end-use customers via other businesses or organiza-

tions (e.g., those that are part of your “value chain,”

such as retail stores, dealers, or local distributors), cus-

tomer groups (3.1a[1]) should include both the end
users and these intermediate organizations.

N3.The “voice of the customer” (3.1a[2]) is your pro-

cess for capturing customer-related information.
Voice-of-the-customer processes are intended to be
proactive and continuously innovative to capture
stated, unstated, and anticipated customer require-

ments, needs, and desires. The goal is to achieve cus-
tomer loyalty and build customer relationships, as ap-

propriate. The voice of the customer might include
gathering and integrating survey data, focus group
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logs and field reports, and other data and information
that affect customers’ purchasing and relationship de-
cisions.

N4. “Product and service features” (3.1a[2]) refers to
all the important characteristics of products and ser-
vices and to their performance throughout their full
life cycle and the full “consumption chain.” This in-
cludes all customers’ purchasing and interaction expe-
riences with your organization that influence purchas-
ing and relationship decisions. The focus should be on
teatures that affect customer preference and loyalty—
for example, those features that differentiate your
products and services from competing offerings or
other organizations’ services. Those features might in-
clude price, reliability, value, delivery, timeliness, ease
of use, requirements for hazardous materials use and
disposal, customer or technical support, and the sales



relationship. Key product and service features and concerning customer perceptions and actions (out-
purchasing and relationship decisions (3.1a[2]) might comes) should be reported in Item 7.2.

take into account how transactions occur and factors
such as confidentiality and security. Your results on
performance relative to key product and service fea-
tures should be reported in Item 7.1, and those

N5. For additional considerations on products, services,
customers, and the business of nonprofit organizations, see
Ttem P.1, Notes 6 and 7, and Item P2, Note 5.

For additional description of this Item, see page 38.

3.2 Customer Relationships and Satisfaction: How do you build relationships
and grow customer satisfaction and loyalty? (45 pts.) | Process |

Describe How your organization builds relationships to acquire, satisfy, and retain customers and to increase
cusToMmeR loyalty. Describe also How your organization determines cusToMmer satisfaction and dissatisfaction.

Within your response, include answers to the following questions:

a. CusTtoMeRr Relationship Building
(1) How do you build relationships to acquire customers, to meet and exceed their expectations, to increase
loyalty and repeat business, and to gain positive referrals?

(2) How do your ke access mechanisms enable customers to seek information, conduct business, and make
complaints? What are your Key access mechanisms? How do you determine Key CUSTOMER contact
requirements for each mode of customer access? How do you ensure that these contact requirements
are DePLOYED to all people and processes involved in the customer response chain?

(3) How do you manage customer complaints? How do you ensure that complaints are resolved EfFECTIVELY
and promptly? How do you minimize customer dissatisfaction and, as appropriate, loss of repeat busi-
ness and referrals? How are complaints aggregated and analyzed for use in improvement throughout
your organization and by your PARTNERS?

(4) How do you keep your approacHEs to building relationships and providing customer access current with
business needs and directions?

b. CusTtoMer Satisfaction Determination
(1) How do you determine custoMmer satisfaction, dissatisfaction, and loyalty? How do these determination
methods differ among customer groups? How do you ensure that your measurements capture actionable
information for use in exceeding your cusTOMERs’ expectations? How do you ensure that your measure-
ments capture actionable information for use in securing your customers’ future business and gaining
positive referrals, as appropriate? How do you use customer satisfaction and dissatisfaction information
for improvement?

(2) How do you follow up with customers on the quality of products, services, and transactions to receive
prompt and actionable feedback?

(3) How do you obtain and use information on your cusTomers’ satisfaction relative to their satisfaction with
your competitors? How do you obtain and use information on your customers’ satisfaction relative to
the custoMmer satisfaction LeveLs of other organizations providing similar products or services, and/or
industry BENCHMARKS?

(4) How do you keep your APPROACHES to determining satisfaction current with business needs and directions?

N1. Customer relationship building (3.2a) might in- customer account histories, complaints, win/loss
clude the development of partnerships or alliances analysis, and transaction completion rates. Informa-
with customers. tion might be gathered on the Web, through personal

- e . contact or a third party, or by mail.
N2. Determining customer satisfaction and dissatis- party, or by

faction (3.2b) might include the use of any or all of N3. Customer satisfaction and dissatisfaction mea-
the following: surveys, formal and informal feedback, surements (3.2b[1]) might include both a numerical
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rating scale and descriptors for each unit in the scale.
Actionable customer satisfaction measurements pro-
vide useful information about specific product and
service features, delivery, relationships, and transac-
tions that affect customers’ future actions—repeat
business and positive referrals.

N4. Other organizations providing similar products or

services (3.2b[3]) might include organizations that are
not competitors but provide similar products and ser-
vices in other geographic areas or to different popula-
tions of people.

For additional description of this Item, see page 39.
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N5. Your customer satisfaction and dissatisfaction
results should be reported in Item 7.2.

NG6. For some nonprofit organizations (e.g., some govern-
ment agencies or charitable organizations), customers may
be assigned or may be required to use your organization,
and relationships may be short-term. For those organiza-
tions, relationship building (3.2a[1]) might be focused on
meeting and exceeding expectations during the short-term
relationship, resulting in positive comments to other people,
including key stakeholders of your organization.



Organizational Profile:
Environment, Relationships, and Challenges

Measurement, Analysis, and
n Knowledge Management (90 pts)

The Measurement, ANALysis, and Knowledge Management Category examines

How your organization selects, gathers, analyzes, manages, and improves its data,
information, and KNOWLEDGE AsSETS and How it manages its information technology.
The Category also examines How your organization reviews and uses reviews to

improve its PERFORMANCE.

4
Measurement, Analysis, and Knowledge Management

4.1 Measurement, Analysis, and Improvement of Organizational Performance:
How do you measure, analyze, and then improve organizational

performance? (45 pts.)

Describe How your organization measures, analyzes, aligns, reviews, and improves its PERFORMANCE through
the use of data and information at all levels and in all parts of your organization. Describe How you
SYSTEMATICALLY use the results of reviews to evaluate and improve PROCESSES.

Within your response, include answers to the following questions:

a. PERFORMANCE Measurement
(1) How do you select, collect, align, and integrate data and information for tracking daily operations and
for tracking overall organizational perFoRMANCE, Including progress relative to STRATEGIC OBJECTIVES and
AcTioN PLANS? What are your Key organizational PERFORMANCE MEASURES, including key short-term and longer-
term financial Measures? How do you use these data and information to support organizational decision
making and INNOVATION?

(2) How do you select and ensure the errecTive use of kKey comparative data and information to support
operational and strategic decision making and INNOVATION?

(3) How do you keep your PERFORMANCE measurement system current with business needs and directions?
How do you ensure that your PERFORMANCE measurement system is sensitive to rapid or unexpected
organizational or external changes?

b. PERFORMANCE ANALYSIS, Review, and Improvement
(1) How do you review organizational perForMANCE and capabilities? What anawvses do you perform to support
these reviews and to ensure that conclusions are valid? How do you use these reviews to assess organiza-
tional success, competitive PERFORMANCE, and progress relative to STRATEGIC OBJECTIVES and ACTION PLANS? How do
you use these reviews to assess your organization’s ability to respond rapidly to changing organizational
needs and challenges in your operating environment?

(2) How do you translate organizational PERFORMANCE review findings into priorities for continuous and
breakthrough improvement and into opportunities for INNOVATION? How are these priorities and oppor-
tunities DEPLOYED to work group and functional-level operations throughout your organization to
enable errecTive support for their decision making? When appropriate, How are the priorities and
opportunities DEPLOYED to your suppliers, PARTNERS, and COLLABORATORS to ensure organizational ALIGNMENT?

(3) How do you incorporate the results of organizational PERFORMANCE reviews into the sysTEmATIC evaluation
and improvement of KEY PROCESSES?

N1. Performance measurement (4.1a) is used in fact-
based decision making for setting and aligning organi-
zational directions and resource use at the work unit,
key process, departmental, and whole organization
levels.

N2. Comparative data and information (4.1a[2]) are
obtained by benchmarking and by seeking competitive
comparisons. “Benchmarking” refers to identifying
processes and results that represent best practices and

performance for similar activities, inside or outside your
organization’s industry. Competitive comparisons relate
your organization’s performance to that of competitors
and other organizations providing similar products
and services.

N3. Organizational performance reviews (4.1b[1]) should
be informed by organizational performance measurement,
performance measures reported throughout your Criteria
Item responses, and performance measures reviewed by
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senior leaders (1.1b[2]), and they should be guided by the data: customer-related, financial and market, operational,
strategic objectives and action plans described in Items and competitive.
2.1 and 2.2. The reviews also might be informed by inter-

. N55. The results of organizational performance analysis
nal or external Baldrige assessments.

and review should contribute to your organizational
N4. Analysis (4.1b[1]) includes examining trends; organi- strategic planning in Category 2.

zational, industry, and technology projections; and com-
parisons, cause-effect relationships, and correlations.
Analysis should support your performance reviews,
help determine root causes, and help set priorities for
resource use. Accordingly, analysis draws on all types of

N6. Your organizational performance results should
be reported in Items 7.1-7.6.

For additional description of this Item, see pages 39-41.

4.2 Management of Information, Information Technology, and Knowledge:
How do you manage your information, information technology,
and organizational knowledge? (45 pts.) | Process |

Describe How your organization ensures the quality and availability of needed data, information, software,
and hardware for your workForce, suppliers, PARTNERS, COLLABORATORS, and customers. Describe How your orga-
nization builds and manages its KNOWLEDGE ASSETS.

Within your response, include answers to the following questions:

a. Management of Information Resources
(1) How do you make needed data and information available? How do you make them accessible to your
WORKFORCE, suppliers, PARTNERS, COLLABORATORS, and CUSTOMERS, as appropriate?

(2) How do you ensure that hardware and software are reliable, secure, and user-friendly?

(3) In the event of an emergency, How do you ensure the continued availability of hardware and software
systems and the continued availability of data and information?

(4) How do you keep your data and information availability mechanisms, including your software and
hardware systems, current with business needs and directions and with technological changes in your
operating environment?

b. Data, Information, and Knowledge Management
(1) How do you ensure the following properties of your organizational data, information, and knowledge:
® accuracy
* integrity and reliability
* tmeliness
* security and confidentiality

(2) How do you manage organizational knowledge to accomplish the following:

°

the collection and transfer of workrorce knowledge
e the transfer of relevant knowledge from and to customers, suppliers, PARTNERS, and COLLABORATORS

the rapid identification, sharing, and implementation of best practices

the assembly and transfer of relevant knowledge for use in your strategic planning PrROCESS

N1. Data and information access (4.2a[1]) might be
via electronic or other means.

For additional description of this Item, see page 41.
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B Workforce Focus (85 pts)

Organizational Profile:
Environment, Relat » and

Challenges

5
‘Workforce \
Focus

"The Workrorce Focus Category examines How your organization engages, manages,
and develops your workrorce to utilize its full potential in AuGNMENT with your organi-
zation’s overall missioN, strategy, and Action pLans. The Category examines your ability essremen, Ayt o Ko aregemns
to assess WORKFORCE CAPABILITY and capaciTY needs and to build a workrForce environment

conducive to HIGH PERFORMANCE.

5.1 Workforce Engagement: How do you engage your workforce to
achieve organizational and personal success? (45 pts.) | Process |

Describe How your organization engages, compensates, and rewards your WORKFORCE to achieve HIGH
PERFORMANCE. Describe How members of your workForce, including leaders, are developed to achieve HicH Per-
FORMANCE. Describe How you assess WORKFORCE ENGAGEMENT and use the results to achieve higher perFoRMANCE.

Within your response, include answers to the following questions:

a. WORKFORCE Enrichment
(1) How do you determine the ey factors that affect workroRCE ENGAGEMENT? How do you determine the Key
factors that affect workrorce satisfaction? How are these factors determined for different workrForce
groups and SEGMENTS?

(2) How do you foster an organizational culture conducive to HIGH PERFORMANCE and a motivated WORKFORCE to
accomplish the following:

® cooperation, EFFECTIVE communication, and skill sharing within and across work units, operating
units, and locations, as appropriate

e errecTIVE information flow and two-way communication with supervisors and managers
¢ individual goal setting, EMPOWERMENT, and initiative
* INNovaTioN in the work environment
* the ability to benefit from the diverse ideas, cultures, and thinking of your workrorce
(3) How does your WORKFORCE PERFORMANCE Ianagement system support HIGH-PERFORMANCE WORK and WORKFORCE
ENGAGEMENT? How does your WORKFORCE PERFORMANCE management system consider WORKFORCE compensa-

tion, reward, recognition, and incentive practices? How does your WORKFORCE PERFORMANCE management
system reinforce a customer and business focus and achievement of your ACTION PLANS?

b. Workrorce and Leader Development
(1) How does your workrorce development and LEARNING system address the following:

* needs and desires for LeaRNING and development identified by your workrorce, including supervisors
and managers

® your CORE COMPETENCIES, STRATEGIC CHALLENGES, and accomplishment of your AcTion pLans, both short-term
and long-term

® organizational PERFORMANCE improvement, technological change, and iINNovaTiON

¢ the breadth of development opportunities, including education, training, coaching, mentoring, and
work-related experiences, as appropriate

* the transfer of knowledge from departing or retiring workers
¢ the reinforcement of new knowledge and skills on the job
(2) How does your development and LEARNING system for leaders address the following:

* development of personal leadership attributes

* development of organizational knowledge

L[]

ethical business practices

® your CORE COMPETENCIES, STRATEGIC CHALLENGES, and accomplishment of your Action pLans, both short-term
and long-term
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® organizational PERFORMANCE improvement, change, and INNOVATION

e the breadth of leadership development opportunities, including education, training, coaching,
mentoring, and work-related experiences, as appropriate

(3) How do you evaluate the errecTiveness of your workrorce and leader development and LEARNING systems?

(4) How do you manage EFFECTIVE career progression for your entire workForce? How do you accomplish
EFFECTIVE succession planning for management and leadership positions?

c. Assessment of WORKFORCE ENGAGEMENT

(1) How do you assess WORKFORCE ENGAGEMENT? What formal and informal assessment methods and Measures do
you use to determine WORKFORCE ENGAGEMENT and workrorce satisfaction? How do these methods and
MeasURES differ across workrorce groups and seaMenTs? How do you use other INDICATORs, such as WORKFORCE
retention, absenteeism, grievances, safety, and PRODUCTIVITY to assess and Improve WORKFORCE ENGAGEMENT?

(2) How do you relate assessment findings to key business resutrs reported in Category 7 to identify opportu-
nities for improvement in both WORKFORCE ENGAGEMENT and business ResuLTs?

N1. “Workforce” refers to the people actively involved
in accomplishing the work of your organization. It in-
cludes your organization’s permanent, temporary, and
part-time personnel, as well as any contract employees
supervised by your organization. It includes team
leaders, supervisors, and managers at all levels. People
supervised by a contractor should be addressed in Cat-
egory 6 as part of your larger work systems. For non-
profit organizations that also rely on volunteers, “workforce”
includes these volunteers.

N2. “Workforce engagement” refers to the extent of
workforce commitment, both emotional and intellec-
tual, to accomplishing the work, mission, and vision of
the organization. Organizations with high levels of
workforce engagement are often characterized by
high-performing work environments in which people
are motivated to do their utmost for the benefit of
their customers and for the success of the organization.

For additional description of this Item, see pages 42—43.
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N3. Compensation, recognition, and related reward

and incentive practices (5.1a[3]) include promotions and
bonuses that might be based on performance, skills
acquired, and other factors. Inz some government organiza-
tions, compensation systems are set by law or regulation. How-
ever; since recognition can include monetary and nonmone-
tary, formal and informal, and individual and group mech-
anisms, reward and recognition systems do permit flexibility.

N4. Your organization may have unique considerations
relative to workforce development, learning, and career
progression. If this is the case, your response to 5.1b
should include how you address these considerations.

NS5. Identifying improvement opportunities (5.1c[2])
might draw on your workforce-focused results pre-
sented in Item 7.4 and might involve addressing
workforce-related problems based on their impact
on your business results reported in response to
other Category 7 Items.



5.2 Workforce Environment: How do you build an effective and
supportive workforce environment? (40 pts.)

Describe How your organization manages WORKFORCE CAPABILITY and cApAciTY to accomplish the work of the
organization. Describe How your organization maintains a safe, secure, and supportive work climate.

Within your response, include answers to the following questions:

a. WORKFORCE CAPABILITY and CAPACITY

(1) How do you assess your WORKFORCE CAPABILITY and cAPACITY needs, including skills, competencies, and

staffing levels?

(2) How do you recruit, hire, place, and retain new employees? How do you ensure your WORKFORCE repre-
sents the diverse ideas, cultures, and thinking of your hiring community?

(3) How do you manage and organize your workrorct to accomplish the work of your organization,
capitalize on the organization’s CORE COMPETENCIES, reinforce a customer and business focus, exceed
PERFORMANCE expectations, address your STRATEGIC CHALLENGES and ACTION PLANS, and achieve the agility to

address changing business needs?

(4) How do you prepare your workrorct for changing capasiuTy and capaciTy needs? How do you manage your
WORKFORCE, its needs, and your needs to ensure continuity, to prevent Workrorce reductions, and to
minimize the impact of workrorce reductions, if they do become necessary?

b. Workrorce Climate

(1) How do you ensure and improve workplace health, safety, and security? What are your PERFORMANCE
MEASURES and improvement GoaLs for each of these workplace factors? What are any significant differ-
ences in these factors and PERFORMANCE MEASURES or targets for different workplace environments?

(2) How do you support your WorkFoRrcE via policies, services, and benefits? How are these tailored to the
needs of a diverse workrorce and different WorKFORCE groups and SEGMENTS?

N1. “Workforce capability” refers to your organiza-
tion’s ability to accomplish its work processes through
the knowledge, skills, abilities, and competencies of its
people. Capability may include the ability to build and
sustain relationships with your customers; to innovate
and transition to new technologies; to develop new
products, services, and work processes; and to meet
changing business, market, and regulatory demands.

“Workforce capacity” refers to your organization’s
ability to ensure sufficient staffing levels to accom-
plish its work processes and successfully deliver your

For additional description of this Item, see page 43.

products and services to your customers, including the
ability to meet seasonal or varying demand levels.

N2. Workforce capability and capacity should con-
sider not only current needs but also future require-
ments based on your strategic objectives and action
plans reported in Category 2.

N3. Preparing your workforce for changing capability
and capacity needs (5.2a[4]) might include training,
education, frequent communication, considerations of
workforce employment and employability, career
counseling, and outplacement and other services.
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n Process Management (ss pts)

Process
Management -

"The Process Management Category examines How your organization determines its
CORE COMPETENCIES and WORK sysTems and How it designs, manages, and improves its KEY PRO-
cesses for implementing those work sysTems to deliver customer vaLue and achieve organi-
zational success and sustanasiLITY. Also examined is your readiness for emergencies.

6.1 Work Systems Design: How do you design your work systems?

(35 pts) [ Process

Describe How your organization determines its core compeTeNcies and designs its WoRk sysTems and Key
PROCESSES to deliver cusTOMER VALUE, prepare for potential emergencies, and achieve organizational success
and SUSTAINABILITY.

Within your response, include answers to the following questions:

a. Core COMPETENCIES
(1) How does your organization determine its core compeTENCIES? What are your organization’s CORe
compeTencies, and how do they relate to your missioN, competitive environment, and ACTION PLANS?

(2) How do you design and innovate your overall work systems? How do you decide which processes within
your overall work systems will be internal to your organization (your key work processes) and which
will use external resources?

b. Work Process Design
(1) What are your organization’s key work processes? How do these key work processes relate to your core
compeTENCIES? How do these processes contribute to delivering cusTomeR VALUE, profitability, organizational
success, and SUSTAINABILITY?

(2) How do you determine key work PROCESS requirements, incorporating input from cusTomers, suppliers,
PARTNERS, and COLLABORATORS, as appropriate? What are the key requirements for these PROCESSES?

(3) How do you design and innovate your work processes to meet all the kev requirements? How do you
incorporate new technology, organizational knowledge, and the potential need for agility into the
design of these pProcesses? How do you incorporate CYCLE TIME, PRODUCTIVITY, cost control, and other effi-
ciency and eFFecTIVENESS factors into the design of these ProCESSES?

c. Emergency Readiness
How do you ensure work system and workplace preparedness for disasters or emergencies? How does your
disaster and emergency preparedness system consider prevention, management, continuity of operations,
and recovery?

NI1. “Core competencies” (6.1a) refers to your organi-
zation’s areas of greatest expertise. Your organization’s
core competencies are those strategically important
capabilities that provide an advantage in your market-
place or service environment. Core competencies fre-
quently are challenging for competitors or suppliers
and partners to imitate and provide a sustainable com-
petitive advantage.

N2. “Work systems” refers to how the work of your
organization is accomplished. Work systems involve
your workforce, your key suppliers and partners, your
contractors, your collaborators, and other components
of the supply chain needed to produce and deliver
your products, services, and business and support pro-
cesses. Your work systems coordinate the internal
work processes and the external resources necessary

For additional description of this Item, see pages 43-44.
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for you to develop, produce, and deliver your products
and services to your customers and to succeed in your
marketplace.

N3. Your key work processes (6.1b[1]) are the pro-
cesses that involve the majority of your organization’s
workforce and produce customer, stakeholder, and
stockholder value. Your key work processes are your
most important product and service design and deliv-
ery, business, and support processes.

N4. Disasters and emergencies (6.1¢) might be
weather-related, utility-related, security-related, or
due to a local or national emergency, including poten-
tial pandemics such as an avian flu outbreak. Emer-
gency considerations related to information technol-
ogy should be addressed in Item 4.2.
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6.2 Work Process Management and Improvement: How do you manage
and improve your key organizational work processes? (50 pts.) | Process |

Describe How your organization implements, manages, and improves its Kev work processes to deliver
cusToMeR VALUE and achieve organizational success and SUSTAINABILITY.

Within your response, include answers to the following questions:

a. Work Process Management
(1) How do you implement your work processes to ensure that they meet design requirements? How does
your subsequent day-to-day operation of these processes ensure that they meet Key PROCESS require-
ments? How is CUSTOMER, supplier, PARTNER, and coLLABORATOR input used in managing these PROCESSES, as
appropriate? What are your KEY PERFORMANCE MEASURES OF INDICATORS and in-process MeAsURES used for the
control and improvement of your work PROCESSES?

(2) How do you minimize overall costs associated with inspections, tests, and PROCESS or PERFORMANCE audits,
as appropriate? How do you prevent defects, service errors, and rework and minimize warranty costs or
CUSTOMERS’ PRODUCTIVITY losses, as appropriate?

b. Work Process Improvement
How do you improve your work processes to achieve better PERFORMANCE, to reduce variability, to improve
products and services, and to keep the processes current with business needs and directions? How are
improvements and lessons learned shared with other organizational units and processes to drive organiza-
tional LEARNING and INNOVATION?

N1. To improve process performance (6.2b) and re- N2. The results of improvements in product and ser-
duce variability, you might implement approaches such vice performance should be reported in Item 7.1. All

as a Lean Enterprise System, Six Sigma methodology, other work process performance results should be re-
use of ISO 9000:2000 standards, the Plan-Do-Check- ported in Item 7.5.

Act methodology, or other process improvement tools.

For additional description of this Item, see pages 44-45.
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Organizational Profile:
Environment, Relationships, and Challenges

Results (450 pts.)

The Resutts Category examines your organization’s PERFORMANCE and improvement
in all key areas—product and service outcomes, customer-focused outcomes, financial
and market outcomes, workForce-focused outcomes, PROCESS-EFFECTIVENESS outcomes,
and leadership outcomes. PERFORMANCE LEVELS are examined relative to those of com-
petitors and other organizations providing similar products and services.

-

0
Measurement, Analysis, and Knowledge Management

7.1 Product and Service Outcomes: What are your product and service
performance results? (100 pts.)

Summarize your organization’s key product and service PERFORMANCE RESULTS. SEGMENT your REesuLts by product
and service types and groups, cusToMer groups, and market seGMENTs, as appropriate. Include appropriate
comparative data.

Provide data and information to answer the following questions:

a. Product and Service Results
What are your current LEVELS and TRENDS in KEY MEASURES oI INDICATORS of product and service PERFORMANCE that
are important to your custoMmers? How do these resuts compare with the PERFORMANCE of your competitors
and other organizations providing similar products and services?

N1. Product and service results reported in this Item N2. For some nonprofit organizations, product or service
should relate to the key product, program, and service performance measures might be mandated by your funding
features identified as customer requirements or expec- sources. These measures should be identified and reported in
tations in P.1b(2), based on information gathered in your response to this Item.

Items 3.1 and 3.2. The measures or indicators should
address factors that affect customer preference, such
as those included in Item P.1, Note 4, and Item 3.1,
Note 4.

For additional description of this Item, see page 45-46.

7.2 Customer-Focused Outcomes: What are your customer-focused
performance results? (70 pts.)

Summarize your organization’s Key cusToMerR-focused Results for cusTomer satisfaction and customer-perceived
vaLui, including customer loyalty. SEGMENT your results by product and service types and groups, CUSTOMER
groups, and market SEGMENTS, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. CustoMEr-Focused REesuLts
(1) What are your current LEVeLs and TRENDS in KEY MEASURES O INDICATORS of CUSTOMER satisfaction and dissatis-
faction? How do these Resuits compare with the cusTomer satisfaction LeveLs of your competitors and
other organizations providing similar products and services?

(2) What are your current LEVeLs and TRENDS in KEY MEASURES O INDICATORS of cUSTOMER-perceived VALUE, includ-
ing customer loyalty and retention, positive referral, and other aspects of building relationships with
CUSTOMERS, as appropriate?
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N1. Customer satisfaction and dissatisfaction results
reported in this Item should relate to the customer
groups and market segments discussed in P.1b(2) and
Item 3.1 and to the determination methods and data
described in Item 3.2.

For additional description of this Item, see page 46.

N2. Measures and indicators of customers’ satisfac-
tion with your products and services relative to cus-
tomers’ satisfaction with competitors and comparable
organizations (7.2a[1]) might include information and
data from your customers and from independent
organizations.

7.3 Financial and Market Outcomes: What are your financial and
marketplace performance results? (70 pts.)

Summarize your organization’s kev financial and marketplace perRFORMANCE RsuLTs by cusTomer or market
SEGMENTS, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. Financial and Market ResuLTs

(1) What are your current LeveLs and TRENDS in KEY MEASURES oI INDICATORS of financial pERFORMANCE, including
aggregate MEASURES of financial return, financial viability, or budgetary pERFORMANCE, as appropriate?

(2) What are your current LEVELS and TRENDS in KEY MEASURES or INDICATORS of marketplace PERFORMANCE, including
market share or position, market and market share growth, and new markets entered, as appropriate?

NI1. Responses to 7.3a(1) might include aggregate
measures of financial return, such as return on invest-
ment (ROI), operating margins, profitability, or prof-
itability by market or customer segment. Responses
also might include measures of financial viability, such
as liquidity, debt-to-equity ratio, days cash on hand,
asset utilization, and cash flow. Measures should relate
to the financial measures reported in 4.1a(1) and
the financial management approaches described in

For additional description of this Item, see page 46.

performance results? (70 pts.)

Item 2.2. For nonprofit organizations, additional measures
might include performance to budget, reserve funds, cost
avoidance or savings, administrative expenditures as a per-
centage of budget, and the cost of fundraising versus funds
raised.

N2. For nonprofit organizations, responses to 7.3a(2)
might include measures of charitable donations or grants
and the number of new programs or services offered.

7.4 Workforce-Focused Outcomes: What are your workforce-focused

Summarize your organization’s Ky worRkFoRCE-focused REsuLTs for WORKFORCE ENGAGEMENT and for your
WORKFORCE environment. SEGMENT your Resuts to address the piversiTy of your workrorce and to address your
WORKFORCE groups and SEGMENTS, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. WORKFORCE RESULTS

(1) What are your current LEveLs and TRENDS in KEY MEASURES OF INDICATORS Of WORKFORCE ENGAGEMENT, WORKFORCE
satisfaction, and the development of your workrorck, including leaders?

(2) What are your current LEveLs and TRENDS in KEY MEASURES Of WORKFORCE CAPABILITY and capaciTy, including

staffing levels and appropriate skills?

(3) What are your current LeveLs and TRENDS in KEY MEASURES OI INDICATORS of your workForce climate, including
workplace health, safety, and security and workrorce services and benefits, as appropriate?
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N1. Results reported in this Item should relate to pro-
cesses described in Category 5. Your results should be
responsive to key work process needs described in
Category 6 and to your organization’s action plans
and human resource plans described in Item 2.2.

N2. Responses to 7.4a(1) should include measures and
indicators identified in response to 5.1¢(1).

N3. Nonprofit organizations that rely on volunteers should
include results for their volunteer workforce, as appropriate.

For additional description of this Item, see pages 46-47.

1.5 Process Effectiveness Outcomes: What are your process effectiveness

results? (70 pts.)

Summarize your organization’s Key operational PERFORMANCE ResuLTs that contribute to the improvement of
organizational erFecTIVENESS, including your organization’s readiness for emergencies. SEGMENT your RESULTS
by product and service types and groups, by processes and location, and by market secMmeNnTs, as appropriate.

Include appropriate comparative data.

Provide data and information to answer the following questions:

a. PROCESS EFFECTIVENESS RESULTS

(1) What are your current LEVELS and TRENDS in KEY MEASURES O INDICATORS of the operational PERFORMANCE of
your WORK sYsTEms, including work system and workplace preparedness for disasters or emergencies?

(2) What are your current LEVELS and TRENDS in KEY MEASURES oI INDICATORS of the operational PERFORMANCE of
your KEY WORK PROCESSES, including PRODUCTIVITY, CYCLE TIME, and other appropriate MEASURES of PROCESS

EFFECTIVENESS, efficiency, and INNOVATION?

NI1. Results reported in Item 7.5 should address your
key operational requirements as presented in the
Organizational Profile and in Items 6.1 and 6.2.
Include results not reported in Items 7.1-7.4.

N2. Results reported in Item 7.5 should provide key
information for analysis and review of your organiza-
tional performance (Item 4.1) and should provide the
operational basis for product and service outcomes
(Item 7.1), customer-focused outcomes (Item 7.2), and
financial and market outcomes (Item 7.3).

For additional description of this Item, see page 47.
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N3. Appropriate measures and indicators of work sys-
tem performance (7.5a[1]) might include audit, just-
in-time delivery, and acceptance results for externally
provided products, services, and processes; supplier
and partner performance; product, service, and work
system innovation rates and results; simplification of
internal jobs and job classifications; work layout im-
provements; changing supervisory ratios; response
times for emergency drills or exercises; and results for
work relocation or contingency exercises.
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7.6 Leadership Outcomes: What are your leadership results? (70 pts.)

Summarize your organization’s KEY GOVERNANCE and SENIOR LEADERSHIP RESULTS, including evidence of strategic
plan accomplishments, ETHICAL BEHAVIOR, fiscal accountability, legal compliance, social responsibility, and
organizational citizenship. SEGMENT your Results by organizational units, as appropriate. Include appropriate

comparative data.

Provide data and information to answer the following questions:

a. Leadership and Social Responsibility ResuLTs

(1) What are your ResulTs for KEY MEASURES Or INDICATORS of accomplishment of your organizational strategy

and ACTION PLANS?

(2) What are your ResuLTs for KEY MEASURES OF" INDICATORS Of ETHICAL BEHAVIOR and of STAKEHOLDER trust in the SENIOR
LEADERS and GOVERNANCE of your organization? What are your ResuLTs for KEY MEASURES OF INDICATORS Of

breaches of ETHICAL BEHAVIOR?

(3) What are your key current findings and TRENDS in KEY MEASURES or INDICATORS of fiscal accountability, both

internal and external, as appropriate?

(4) What are your ResuLts for KEY MEASURES or INDICATORS of regulatory and legal compliance?

(5) What are your ResuLTs for KEY MEASURES Or INDICATORS of organizational citizenship in support of your Key

communities?

N1. Measures or indicators of strategy and action plan
accomplishment (7.6a[1]) should address your strate-
gic objectives and goals identified in 2.1b(1) and your
action plan performance measures and projected per-
formance identified in 2.2a(6) and 2.2b, respectively.

N2. For examples of measures of ethical behavior and
stakeholder trust (7.6a[2]), see Item 1.2, Note 4.

N3. Responses to 7.6a(3) might include financial
statement issues and risks, important internal and
external auditor recommendations, and management’s
responses to these matters. For some nonprofit organiza-
tions, results of IRS 990 audits also might be included.

For additional description of this Item, see page 47.

N4. Regulatory and legal compliance results (7.6a[4])
should address requirements described in 1.2b.
Workforce-related occupational health and safety
results (e.g., Occupational Safety and Health Adminis-
tration [OSHA] reportable incidents) should be re-
ported in 7.4a(3).

N5. Organizational citizenship results (7.6a[5]) should
address support of the key communities discussed in

1.2¢c.
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CHANGES FROM THE 2007 CRITERIA

The Criteria for Performance Excellence have evolved sig-
nificantly over time to help organizations address a dynamic
environment, focus on strategy-driven performance, address
concerns about governance and ethics, and, most recently, to
consider the key decisions driving both short-term success
and long-term organizational sustainability. The Criteria
have continually progressed toward a comprehensive, inte-
grated systems perspective of overall organizational perfor-
mance management.

Over the 20 years of the Baldrige Program, the changes to
the Criteria have been revolutionary. They have evolved
from having a specific focus on manufacturing quality to a
comprehensive strategic focus on overall organizational
competitiveness. Each year, the decision whether to revise
the Criteria must balance two important considerations. On
one hand, there is a need for Criteria that are at the leading
edge of validated management practice to help users address
the increasingly complex challenges they face; on the other
hand, there is a desire for the Criteria to remain stable in
order to provide users continuity in their performance
assessments. In 2007, the Baldrige Criteria were significantly
revised to encourage organizations to consider carefully
their strategic advantages, core competencies, and opportu-
nities for innovation and how these considerations drive key
decisions on work systems (such as outsourcing, partner-
ships, and workforce decisions). In recognition of the chal-
lenges for organizations to address these opportunities, the
decision was made to make no substantive revisions to the
Ciriteria for 2008.

The most significant changes in the Criteria booklet for
2008 are summarized as follows:

B The order of information in the Criteria booklet has
been changed to put the Criteria at the front.

B The Scoring System description and Scoring Guide-
lines have been revised, with significant revisions to
the guidelines for evaluating Results Items.

B Two new diagrams have been added to illustrate (1)
the role of Core Values and Concepts in underpinning
the Criteria and (2) maturity levels in organizational
learning.

B “Strategic Advantages” has been added to the Glossary
of Key Terms.

Some wording improvements have been made in the Core
Values and Concepts, in the Criteria Response Guidelines,
and throughout the Criteria booklet.

Information Presentation

In order to provide immediate access to the Criteria, this
section has been placed at the front of the Criteria for Perfor-
mance Excellence booklet, with supporting information and
guidance following. The information in the booklet now is

2008 Criteria for Performance Excellence

presented in four sections: the Criteria for Performance
Excellence, About the Criteria, Scoring, and Application
Information. Criteria users are encouraged to review all the
information in the first three sections to facilitate their
understanding and use of the Criteria for performance
assessment and improvement. Potential applicants for the
Award will need the information in the fourth section and in
the separate Baldrige Award Application Forms booklet.

Scoring System and Guidelines

Four separate, but related, factors are now used for the
evaluation of results: Levels (Le), Trends (T), Comparisons
(C), and Integration (I), or LeT'CI. Each dimension is
explained in the Scoring System description (page 63), and
maturity in each dimension is described in the Scoring
Guidelines (page 65) at successive scoring ranges.

B Integration is a scoring factor for both Process Items
and Results Items, reflecting the fact that integration
should occur among an organization’s processes, their
related results, and subsequent process improvements.

B The acronym for scoring results, LeTCI (“Let’s see”),
represents what is needed to “see” how well your orga-
nization is performing.

New Diagrams

Two new diagrams have been added to the Criteria booklet.

B A diagram that shows the relationship between the
Ciriteria’s Core Values and Concepts and the Criteria
Items is on page 49. While many specific relationships
are possible, the Core Values or Concepts are shown
in close proximity to the specific Criteria Process
Categories with the most direct relationship. Further-
more, each Criteria Results Item is shown in close
proximity to the Process Category to which it is most
closely tied.

B A diagram that shows stages of increasing maturity and
sophistication in organizational learning is on page 66.
Each component of the diagram is related to the scor-
ing range that indicates that level of performance. The
diagram illustrates maturity in organizational learning
through an analogy for handling fires (from fighting
fires to preventing fires).

Glossary of Key Terms

The term “Strategic Advantages” and, more specifically, the
concept it embodies, is vital to determining an organization’s
competitive success and marketplace sustainability. Organiza-
tons frequently focus on the strategic challenges they face
without equal attention to identifying and building on their
strategic advantages. The term has been defined to help Crite-
ria users consider all dimensions of their strategic advantages.
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SELF-ANALYSIS WORKSHEET (OPTIONAL)
(not to be submitted with your Baldrige application)

While insights gained from external Examiners or reviewers are always helpful, you know your organization better than they will.
You are currently in an excellent position to identify your organization’s key strengths and key opportunities for improvement
(OFlIs). Having just completed your responses to the Baldrige Criteria questions, you can accelerate your improvement journey by
doing a self-analysis of your responses to all seven Criteria Categories, using the electronic file for the Self-Analysis Worksheet,

which is available in Microsoft Word format at www.baldrige.nist.gov/Business_Criteria.htm.

As shown in this sample for Categories 1 and 2, you can use the optional worksheet to list your key strengths and key OFIs. Start
by identifying one or two strengths and one or two OFIs for each Criteria Category. For those of high importance, establish a
goal and a plan of action.

Criteria Category

Importance
High, Medium, Low

For High-Importance Areas

Stretch (Strength) or Improvement (OFI) Goal

What Action Is Planned?

By When?

Who Is Responsible?

Category 1—Leadership

Strength

Category 2—Strategic Planning

Strength

28
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2008 CRITERIA RESPONSE GUIDELINES

The guidelines given in this section are offered to assist
Ciriteria users in responding most effectively to the require-
ments of the 18 Criteria Items. For organizations writing an
application for the Baldrige Award, responding involves
addressing these requirements in 50 or fewer pages.

The guidelines are presented in three parts:

(1) General Guidelines regarding the Criteria booklet,
including how the Items are formatted

(2) Guidelines for Responding to Process Items
(3) Guidelines for Responding to Results Items

General Guidelines

I. Read the entire Criteria booklet.

The main sections of the booklet provide a full orienta-
tion to the Criteria, including how responses are to be
evaluated for self-assessment or by Baldrige Examiners.
You should become thoroughly familiar with the follow-
ing sections:

B Criteria for Performance Excellence (pages 3-26)
B Scoring System (pages 63—66)

B Glossary of Key Terms (pages 54-61)

B Category and Item Descriptions (pages 34-47)

2. Review the Item format and understand how to
respond to the Item requirements.

The Item format (see figure below) shows the different
parts of Items, the role of each part, and where each part
is placed. It is especially important to understand the
multiple requirements contained in the Areas to Address.
The Item notes following the Item requirements are

an aid to help you understand the Areas to Address.
Each Item and Area to Address is described in greater
detail in the Category and Item Descriptions section
(pages 34-47).

Each Item is classified as either Process or Results,
depending on the type of information required.
Guidelines for responding to Process Items are given
on pages 30-31. Guidelines for responding to Results
Items are given on pages 31-33.

Item requirements are presented in question format.
Some of the requirements in the Areas to Address include
multiple questions. Responses to an Item should contain
information that addresses all questions; however, each
question need not be answered separately. Responses to
multiple questions within a single Area to Address may be
grouped, as appropriate to your organization. These mul-
tiple questions serve as a guide in understanding the full
meaning of the information being requested.

Item Format

Item title

4

Item number

I | Senior Leadership: How do your senior leaders lead? (70 pts.)

Types of information users are expected to
provide in response to this Item

Item point value

Process

Basic Item requirements
expressed in Item title

a. Vision and VALUES

Overall Item requirements
expressed as specific topics
users need to address

mitment to the organization’s vaLues?

results in legal and ETHICAL BeHAVIOR?

Describe How senior eAbers guide and sustain your organization. Describe How SENIOR LEADERs communicate
with your WorkroRce and encourage HIGH PERFORMANCE.

Within your response, include answers to the following questions:

(1) How do seNtOR LeADERs set organizational vision and vaLUEs? How do SENIOR LEADERS DEPLOY your organization’s
vision and vates through your LeApRsHIP sYsTEM, to the WORKFORCE, to Kev suppliers and pakmners, and to
cusTomers and other STAKEHOLDERS, as appropriate? How do senioR LeaDers’ personal actions reflect a com-

(2) How do ssnion teaoes personally promote an organizational environment that fosters, requires, and

How do senior ate an for

) How do sevion

te 3 SUSTANABLE Org

Areas to Address

b. Communication and Organizational PERFORMANCE

| PERFORMANCE imp: , the
INNOVATION, competitive or role model perorance leadership, and organizational agility? How do they
create an environment for organizational and WORKFORCE LEARNING? How do they personally participate in
succession planning and the development of future organizational leaders?

(1) How do senior exotss communicate with and engage the entire WoRKFoRce? How do SeNIOR LenoeRs encour-

of your mission and sTaATEGIC OBjeCTIvES,

Multiple requirements
expressed as individual
Criteria questions

? How do SENIOR LEADERS communicate

age frank, two-way

Item notes have the
following purposes:

cusTomers and other in their

kev decisions? How do sniog LeAes take an active role in reward and recognition programs to reinforce
HIGH PERFORMANCE and a cusTomer and business focus?
(2) How do senioR LEADERs create a focus on action to accomplish the organization’s objectives, improve

PERFORMANCE, and attain its vision? What PERFORMANCE MEASURES do SENIOR LeaDERs regularly review to inform
them on needed actions? How do siok 520 include a focus on ereating and balancing v for

the or

| PERFORMANCE

— clarify key terms

and requirements (T
Organizational vision (1.1a
context for strategic objectives and action plans, which

are described in Ttems 2.1 and 2.2.

1]) should set the

— give instructions

\ 1
— indicate/clarify

important linkages

N2. A sustainable
addressing current
agility and strategic manag

fully for its future business and market environment.
In this context, the concept of i mno\.mon includes
both technol 1 and o
succeed in the future. A sustainable organization also
ensures a safe and secure environment for the work-
force and other key stakeholders.

Location of Item

dCSCription \

For additional description of this Item, see page 35.

N3. A focus on action (1.1b[2]) considers the workforce,
the work systems, and the hard assets of your organiza-
tion. It includes ongoing improvements in productivity
that may be achieved through eliminating waste or
reducing cycle time, and it might use techniques such
as Six Sigma and Lean. Tt also includes the actions to
accomplish your organization’s strategic objectives.

Nonprofit-specific Item note

N4. Your organizational performance results should
be reported in Items 7.1-7.6.

N5. For nonprofit organizations that rely on volunteers
to accomplish their work, responses to 1.16(1) also should
discuss your efforts to communicate with and engage the
volunteer workforce.
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3. Understand the meaning of key terms.

Many of the terms used in the Criteria have meanings
that may differ somewhat from standard definitions or
definitions used in your organization. Terms printed in
SMALL CAPS/SANS SERIF can be found in the Glossary of Key
"Terms beginning on page 54. Understanding these terms
can help you accurately communicate your processes and
results to those reviewing your responses.

>

Start by preparing the Organizational Profile.

The Organizational Profile is the most appropriate start-
ing point. The Organizational Profile is intended to help
everyone—including organizations using the Criteria for
self-assessment, application writers, and reviewers—to
understand what is most relevant and important to your
organization’s business and mission and to its perfor-
mance. The questions in the Organizational Profile are
on pages 4-6. The Organizational Profile is described in
greater detail on pages 34-35.

Guidelines for Responding to Process Items

Although the Criteria focus on key organizational perfor-
mance results, these results by themselves offer little diagnostic
value. For example, if some results are poor or are improving
at rates slower than your competitors’ or comparable organi-
zations’, it is important to understand why this is so and what
might be done to accelerate improvement.

The purpose of Process Items is to permit diagnosis of your
organization’s most important processes—the ones that con-
tribute most to organizational performance improvement
and contribute to key outcomes or performance results.
Diagnosis and feedback depend heavily on the content and
completeness of your Item responses. For this reason, it is
important to respond to these Items by providing your key
process information. Guidelines for organizing and review-
ing such information follow.

I. Understand the meaning of “how.”

Process Items include questions that begin with the word
“how.” Responses should outline your key process information
that addresses approach, deployment, learning, and integration
(see Scoring System, page 63). Responses lacking such infor-
mation, or merely providing an example, are referred to
in the Scoring Guidelines as “anecdotal information.”

2. Understand the meaning of ‘“‘what.”’

Two types of questions in Process Items begin with the
word “what.” The first type of question requests basic in-
formation on key processes and how they work. Although
it is helpful to include who performs the work, merely
stating who does not permit diagnosis or feedback. The
second type of question requests information on whar
your key findings, plans, objectives, goals, or measures
are. These latter questions set the context for showing
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alignment and integration in your performance manage-
ment system. For example, when you identify key strate-
gic objectives, your action plans, human resource plans,
some of your performance measures, and some results
reported in Category 7 are expected to relate to the
stated strategic objectives.

Write and review response(s) with the following
guidelines and comments in mind.

B Show that approaches are systematic.

Systematic approaches are repeatable and use data and
information to enable learning. In other words, ap-
proaches are systematic if they build in the opportunity
for evaluation, improvement, innovation, and knowl-
edge sharing, thereby permitting a gain in maturity.

B Show deployment.

Deployment information should summarize how your
approaches are implemented in different parts of your
organization. Deployment can be shown compactly by
using tables.

B Show evidence of learning.

Processes should include evaluation and improvement
cycles, as well as the potential for breakthrough
change. Process improvements should be shared with
other appropriate units of the organization to enable
organizational learning.

B Show integration.

Integration shows alignment and harmonization among
processes, plans, measures, actions, and results that gen-
erate organizational effectiveness and efficiencies.

B Show focus and consistency.

There are four important considerations regarding
focus and consistency: (1) the Organizational Profile
should make clear what is important; (2) the Strategic
Planning Category, including the strategic objectives
and action plans, should highlight areas of greatest focus
and describe how deployment is accomplished; (3) the
descriptions of organizational-level analysis and review
(Item 4.1) should show how your organization analyzes
and reviews performance information to set priorities;
and (4) the Process Management Category should high-
light core competencies and work processes that are key
to your overall performance. Showing focus and consistency
in the Process Items and tracking corresponding measures in
the Results Items should improve organizational performance.

B Respond fully to Item requirements.

Missing information will be interpreted as a gap in
your performance management system. All Areas to
Address should be addressed. Individual questions
within an Area to Address may be addressed individually
or together.
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4.

bl

o

Cross-reference when appropriate.

As much as possible, each Item response should be self-
contained. However, responses to different Items also
should be mutually reinforcing. It is then appropriate to
refer to the other responses rather than repeat informa-
tion. In such cases, key process information should be
given in the Item requesting this information. For
example, workforce and leader development and learning
systems should be described in Item 5.1. Discussions
about workforce and leader development and learning
elsewhere in your application would then reference but
not repeat details given in your Item 5.1 response.

Use a compact format.

Applicants should make the best use of the 50 application
pages permitted. Applicants are encouraged to use flow-
charts, tables, and “bullets” to present information con-
cisely.

Refer to the Scoring Guidelines.

Considerations in the evaluation of Process Item responses
include the Criteria Item requirements and the maturity
of your approaches, breadth of deployment, extent of
learning, and integration with other elements of your
performance management system, as described in the
Scoring Guidelines (page 64). Therefore, you need to
consider both the Criteria and the Scoring Guidelines.
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Guidelines for Responding to Results Items

The Criteria place a major emphasis on results. The follow-
ing information, guidelines, and example relate to effective
and complete reporting of results.

I. Focus on the most critical organizational perfor-
mance results.

Results reported should cover the most important re-
quirements for your organization’s success, highlighted in
your Organizational Profile and in the Strategic Plan-
ning, Customer and Market Focus, Workforce Focus, and
Process Management Categories.

2. Note the meaning of the four key requirements
from the Scoring Guidelines for effective reporting
of results data:

B performance levels that are reported on a meaningful
measurement scale

B trends to show directions of results, rates of change,
and the extent of deployment

B comparisons to show how results compare with those
of other, appropriately selected organizations

B jntegration to show that all important results are

included and segmented (e.g., by important cus-
tomer, workforce, process, and product line groups)

w
.

Include trend data covering actual periods for
tracking trends.

No minimum period of time is specified for trend data.
However, a minimum of three historical data points
generally is needed to ascertain a trend. Trends might
span five or more years for some results. Trends should
represent historic and current performance and not rely
on projected (future) performance. Time intervals
between data points should be meaningful for the specific
measure(s) reported. For important results, new data
should be included even if trends and comparisons are
not yet well established.

4. Use a compact format—graphs and tables.

Many results can be reported compactly by using graphs
and tables. Graphs and tables should be labeled for easy
interpretation. Results over time or compared with others
should be “normalized” (i.e., presented in a way, such as
using ratios, that takes into account size factors). For exam-
ple, reporting safety trends in terms of lost work days per
100 employees would be more meaningful than total lost
work days if the number of employees has varied over the
time period or if you are comparing your results to orga-
nizations differing in size.

b

Incorporate results into the body of the text.

Discussion of results and the results themselves should be
close together in an Award application. Trends that show a
significant beneficial or adverse change should be explained.
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Use figure numbers that correspond to Items. For exam-
ple, the third figure for Item 7.1 would be Figure 7.1-3.
(See the example in the figure on this page.)

The graph shown on this page illustrates data an organi-
zation might present as part of a response to Item 7.1,
Product and Service Outcomes. In the Organizational
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Profile, the organization has indicated on-time delivery as
a key customer requirement.

The graph illustrates a number of characteristics of clear
and effective results reporting.

A figure number is provided for reference to the
graph in the text.

Both axes and units of measure are clearly labeled.

"Trend lines report data for a key customer require-
ment—on-time delivery.

Results are presented for several years.

An arrow indicates that an upward trend is good for
this measure.

Appropriate comparisons are shown clearly.

The organization shows, using a single graph, that
its three product lines are separately tracked for on-
time delivery.

To help interpret the Scoring Guidelines (page 65), the
following comments on the graphed results would be
appropriate:

The current overall organizational performance
level is excellent. This conclusion is supported by
the comparison with industry competitors and with
a “world-class” level.

B The overall organization shows beneficial improve-

ment trends sustained over time.
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B Product Line A is the current performance leader—
showing sustained high performance (on-time
delivery) and a slightly positive trend. Product Line
B shows rapid improvement. Its delivery schedule is
near that of the best industry competitor but trails
the “world-class” level.

B Product Line C—identified in the application as a
new product—is having early problems with
on-time delivery. (The organization should briefly
explain these problems.)

2008 Criteria for Performance Excellence

6. Refer to the Scoring Guidelines.

Considerations in the evaluation of Results Item
responses include the Criteria Item requirements and
the significance of the results trends, actual performance
levels, relevant comparative data, alignment with impor-
tant elements of your performance management system,
and the strength of the improvement process relative to
the Scoring Guidelines. Therefore, you need to consider
both the Criteria and the Scoring Guidelines (page 65).
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2008 CRITERIA: CATEGORY AND ITEM DESCRIPTIONS

Preface: Organizational Profile

The Organizational Profile provides an overview of
your organization. The profile addresses your operating
environment, your key organizational relationships,
your competitive environment and strategic challenges,
and your approach to performance improvement. Your
Organizational Profile provides a context for understanding
your organization. It helps the Baldrige Examiners and
Judges when reviewing your application to understand
what you consider important. It also helps you to guide
and prioritize the information you present in response to
the Criteria Items in Categories 1-7.

The Organizational Profile provides your organization with
critical insight into the key internal and external factors that
shape your operating environment. These factors, such as
the mission, vision, values, competitive environment, and
strategic challenges and advantages, impact the way your
organization is run and the decisions you make. As such, the
Organizational Profile helps your organization better
understand the context in which it operates; the key
requirements for current and future business success and
organizational sustainability; and the needs, opportunities,
and constraints placed on your organization’s performance
management system.

P.1 Organizational Description: What are your key
organizational characteristics?

Purpose

"This Item addresses the key characteristics and relationships
that shape your organizational environment. It also
addresses your organization’s governance system. The aim is
to set the context for your organization and for your
responses to the Criteria requirements in Categories 1-7.

Comments

B Use of such terms as “purpose,” “vision,” “mission,” and
“values” varies depending on the organization, and some
organizations may not use one or more of these terms.
Nevertheless, you should have a clear understanding of
the essence of your organization, why it exists, and where
your senior leaders want to take the organization in the
future. This clarity enables you to make and implement
strategic decisions affecting the future of your organization.

B The regulatory environment in which you operate places
requirements on your organization and impacts how you
run your organization. Understanding this environment
is key to making effective operational and strategic deci-
sions. Further, it allows you to identify whether you are
merely complying with the minimum requirements of
applicable laws, regulations, and standards of practice or
exceeding them, a hallmark of leading organizations.
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B ] cading organizations have well-defined governance sys-
tems with clear reporting relationships. It is important to
clearly identify which functions are performed by senior
leaders and, as applicable, by your governance board and
your parent organization. Board independence and
accountability frequently are key considerations in the
governance structure.

B In supplier-dependent organizations, suppliers play critical
roles in processes that are important to running the busi-
ness and to maintaining or achieving a sustainable com-
petitive advantage. Supply chain requirements might
include on-time or just-in-time delivery, flexibility, vari-
able staffing, research and design capability, and
customized manufacturing or services.

P2 Organizational Challenges: What are your key
organizational challenges?

Purpose

This Item addresses the competitive environment in which
your organization operates, including your key strategic
challenges and advantages. It also addresses how you
approach performance improvement and organizational
learning. The aim is to understand your key organizational
challenges and your system for maintaining a sustainable
advantage.

Comments

B Knowledge of an organization’s strengths, vulnerabilities,
and opportunities for both improvement and growth is
essential to the success and sustainability of the organiza-
tion. With this knowledge, you can identify those products,
service and program offerings, processes, competencies,
and performance attributes that are unique to your
organization; those that set you apart from other
organizations; and those that help you to sustain your
competitive advantage.

B Understanding who your competitors are, how many you
have, and their key characteristics is essential for determin-
ing what your competitive advantage is in your industry
and marketplace. Leading organizations have an in-depth
understanding of their current competitive environment,
including the factors that affect day-to-day performance
and factors that could impact future performance.

B Sources of comparative and competitive data might include
industry journals and other publications, benchmarking
activities, annual reports for publicly traded companies
and public organizations, conferences, local networks, and
industry associations.

B Operating your organization in today’s highly competitive
marketplace means you are facing many strategic challenges
that can affect your ability to sustain performance and
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maintain your competitive position. These challenges
might include your operational costs (e.g., materials,
labor, or geographic location); expanding or decreasing
markets; mergers or acquisitions by your organization
and by your competitors; economic conditions, including
fluctuating demand and local and global economic
downturns; the cyclical nature of your industry; the
introduction of new or substitute products or services;
rapid technological changes; or new competitors entering
the market. In addition, your organization may face
challenges related to the recruitment, hiring, and
retention of a qualified workforce.

B A particularly significant challenge, if it occurs to your
organization, is being unprepared for a disruptive technol-
ogy that threatens your competitive position or your
marketplace. In the past, such technologies have included
personal computers replacing typewriters, cell phones
challenging traditional and pay phones, fax machines
capturing business from overnight delivery services, and
e-mail challenging all other means of correspondence.
"Today, organizations need to be scanning the environment
inside and outside their immediate industry to detect such
challenges at the earliest possible point in time.

B One of the many issues facing organizations today is how
to manage, use, evaluate, and share their ever-increasing
organizational knowledge. Leading organizations already
benefit from the knowledge assets of their workforce, cus-
tomers, suppliers, collaborators, and partners, who together
drive organizational learning and improve performance.

Leadership (Category I)

Leadership addresses how your senior leaders guide and sus-
tain your organization, setting organizational vision, values,
and performance expectations. Attention is given to how
your senior leaders communicate with your workforce,
develop future leaders, measure organizational performance,
and create an environment that encourages ethical behavior
and high performance. The Category also includes your
organization’s governance system and how your organiza-
tion ensures ethical behavior and practices good citizenship.

1.1 Senior Leadership: How do your senior leaders lead?

Purpose

"This Item examines the key aspects of your senior leaders’
responsibilities. It examines how your senior leaders set and
communicate the organization’s vision and values and how
they practice these values. It focuses on your senior leaders’
actions to create a sustainable, high-performing organization
with a business and customer focus.

Comments

B Senior leaders’ central role in setting values and
directions, communicating, creating and balancing value
for all stakeholders, and creating an organizational bias
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for action are the focus of this Item. Success requires a
strong orientation to the future and a commitment to
improvement, innovation, and organizational sustainabil-
ity. Increasingly, this requires creating an environment for
empowerment, agility, and learning.

B In highly respected organizations, senior leaders are com-
mitted to developing the organization’s future leaders and
to recognizing and rewarding contributions by members
of the workforce. Senior leaders personally participate in
the development of future leaders, in succession planning,
and in recognition opportunities and events that celebrate
the workforce. Development activities for future leaders
might include personal mentoring or participation in lead-
ership development courses.

1.2 Governance and Social Responsibilities: How do you
govern and address your social responsibilities?

Purpose

This Item examines key aspects of your organization’s gov-
ernance system. It also examines how your organization ful-
fills its responsibilities to the public, ensures that everyone
in the organization behaves legally and ethically, and prac-
tices good citizenship.

Comments

B The organizational governance requirement addresses the
need for a responsible, informed, and accountable gover-
nance or advisory body that can protect the interests of key
stakeholders (including stockholders) in publicly traded,
private, and nonprofit organizations. This body should
have independence in review and audit functions, as well
as a performance evaluation function that monitors orga-
nizational and CEOs’ or chief administrators’ performance.

B An integral part of performance management and
improvement is proactively addressing (1) the need for
ethical behavior, (2) the observance of all legal and regula-
tory requirements, and (3) risk factors. Ensuring high per-
formance in these areas requires establishing appropriate
measures or indicators that senior leaders track in their
performance reviews. Your organization should be sensitive
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to issues of public concern, whether or not these issues
currently are embodied in laws and regulations. Role-
model organizations look for opportunities to exceed
requirements and to excel in areas of legal and ethical
behavior.

B Public concerns that charitable and government organi-
zations should anticipate might include the cost of prod-
ucts, programs, and services; timely and equitable access
to products, programs, and services; and perceptions
about the organization’s stewardship of its resources.

B This Item addresses the use of resource-sustaining pro-
cesses. These processes might include the use of “green”
technologies, the replacement of hazardous chemicals
with water-based chemicals, energy conservation, the use
of cleaner energy sources, or the recycling of by-products
or wastes.

B Social responsibility implies going beyond a compliance
orientation. Good citizenship opportunities are available
to organizations of all sizes. These opportunities might
include encouraging and supporting your employees’
community service.

B Examples of organizational community involvement
include parmering with schools and school boards to
improve education; partnering with 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, business,
and professional associations to engage in beneficial,
cooperative activities, such as sharing best practices to
improve overall U.S. global competitiveness and the envi-
ronment. Examples specifically for nonprofit organizations
include partmering with other nonprofit organizations or
businesses to improve overall performance and stewardship
of public and charitable resources.
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Strategic Planning (Category 2)

Strategic Planning addresses strategic and action planning,
deployment of plans, how adequate resources are ensured
to accomplish the plans, how plans are changed if circum-
stances require a change, and how accomplishments are
measured and sustained. The Category stresses that long-
term organizational sustainability and your competitive
environment are key strategic issues that need to be integral
parts of your organization’s overall planning.

While many organizations are increasingly adept at strategic
planning, plan execution is still a significant challenge. This
is especially true given market demands to be agile and to
be prepared for unexpected change, such as disruptive tech-
nologies that can upset an otherwise fast-paced but more
predictable marketplace. This Category highlights the need
to place a focus not only on developing your plans but also
on your capability to execute them.

The Baldrige Criteria emphasize three key aspects of orga-
nizational excellence. These aspects are important to stra-
tegic planning:

B Customer-driven quality is a strategic view of quality.
The focus is on the drivers of customer satisfaction,
customer retention, customer loyalty, new markets, and
market share—key factors in competitiveness, prof-
itability, and organizational sustainability.

B Operational performance improvement and innovation
contribute to short- and longer-term productivity
growth and cost/price competitiveness. Building
operational capability—including speed, responsive-
ness, and flexibility—represents an investment in
strengthening your organizational fitness.

B QOrganizational and personal learning are necessary
strategic considerations in today’s fast-paced environ-
ment. 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 and learning initiatives with your organiza-
tion’s strategic directions, thereby ensuring that
improvement and learning prepare you for and rein-
force organizational priorities.

The Strategic Planning Category examines how your
organization

B determines its key strengths, weaknesses, opportunities,
and threats and its ability to execute your strategy;

B optimizes the use of resources, ensures the availability
of a skilled workforce, and bridges short- and longer-
term requirements that may entail capital expenditures,
technology development or acquisition, supplier devel-
opment, and new partnerships or collaborations; and

B ensures that deployment will be effective—that there
are mechanisms to communicate requirements and
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achieve alignment on three levels: (1) the organiza-
tion and executive level, (2) the key work system and
work process level, and (3) the work unit and individ-
ual job level.

The requirements in the Strategic Planning Category
encourage strategic thinking and acting in order to develop a
basis for a distinct competitive position in the marketplace.
These requirements do not imply the need for formal planning sys-
tems and departments or specific planning cycles. They also do not
imply that all your 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, including major change or innova-
tion, compete for limited resources. In most cases, setting pri-
orities depends heavily on a cost rationale. However, you also
might have critical requirements, such as public responsibili-
ties, that are not driven by cost considerations alone.

2.1 Strategy Development: How do you develop your
strategy?

Purpose

This Item examines how your organization determines its
strategic challenges and advantages and establishes its strat-
egy and strategic objectives to address these challenges and
enhance its advantages. The aim is to strengthen your over-
all performance, competitiveness, and future success.

Comments

B 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
your organization’s future opportunities and directions—
taking as long-term a view as appropriate and possible
from the perspectives of your organization and your
industry or marketplace. This approach is intended to
provide a thorough and realistic context for the develop-
ment of a customer- and market-focused strategy to guide
ongoing decision making, resource allocation, and overall
management.

B This Item is intended to cover all types of businesses,
for-profit and nonprofit organizations, competitive situa-
tions, strategic issues, planning approaches, and plans.
The requirements explicitly call for a future-oriented
basis for action but do not imply the need for formal
planning departments, specific planning cycles, or a
specified way of visualizing the future. Even if your
organization is seeking to create an entirely new business,
it is still necessary to set and to test the objectives that
define and guide critical actions and performance.

B This Item emphasizes competitive leadership, which usually
depends on revenue growth and operational effectiveness.
Competitive leadership requires a view of the future that
includes not only the markets or segments in which your
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organization competes but also how it competes. How it
competes presents many options and requires that you
understand your organization’s and your competitors’
strengths and weaknesses, including your core competen-
cies. Although no specific time horizons are included, the
thrust of this Item is sustained competitive leadership.

B An increasingly important part of strategic planning is
projecting the future competitive and collaborative envi-
ronment. Such projections help to detect and reduce
competitive threats, to shorten reaction time, and to iden-
tify opportunities. Depending on the size and type of
organization, maturity of markets, pace of change, and
competitive parameters (such as price, costs, or the inno-
vation rate), organizations might use a variety of model-
ing, scenarios, or other techniques and judgments to
anticipate the competitive and collaborative environment.

2.2 Strategy Deployment: How do you deploy your strategy?

Purpose

This Item examines how your organization converts your
strategic objectives into action plans to accomplish the
objectives. It also examines how your organization assesses
progress relative to these action plans. The aim is to ensure
that your strategies are successfully deployed for goal
achievement.

Comments

B This Item asks how your action plans are developed and
deployed. Accomplishment of action plans requires
resources and performance measures, as well as the
alignment of the plans of your work units, suppliers, and
partners. Of central importance is how you achieve
alignment and consistency—for example, via work sys-
tems, work processes, and key measurements. Also,
alignment and consistency are intended to provide a
basis for setting and communicating priorities for ongo-
ing improvement activities—part of the daily work of all
work units. In addition, performance measures are criti-
cal for tracking performance.

B Many types of analyses can be performed to ensure ade-
quate financial resources are available to support accom-
plishment of your action plans. For current operations,
these efforts might include the analysis of cash flows, net
income statements, and current liabilities versus current
assets. For investments to accomplish action plans, the
efforts might include analysis of discounted cash flows,
return on investment (ROI), or return on invested capital
(ROIC). The specific types of analyses will vary from
organization to organization. These analyses should help
your organization assess the financial viability of your
current operations and the potential viability of and risks
associated with your action plan initiatives.

B Action plans should include human resource plans that
are aligned with and support your overall strategy.
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B Examples of possible human resource plan elements are

* aredesign of your work organization and jobs to
increase workforce empowerment and decision making;

® initiatives to promote greater labor-management coop-
eration, such as union partnerships;

* consideration of the impacts of outsourcing on your
current workforce and initiatives;

* initiatives to foster knowledge sharing and organiza-
tional learning;

* modification of your compensation and recognition
systems to recognize team, organizational, stock mar-
ket, customer, or other performance attributes; or

® education and training initiatives, such as developmen-
tal programs for future leaders, partnerships with uni-
versities to help ensure the availability of an educated
and skilled workforce, and the establishment of training
programs on new technologies important to the future
success of your workforce and your organization.

B Projections and comparisons in this Item are intended to
improve your organization’s ability to understand and
track dynamic, competitive performance factors.
Projected performance might include changes resulting
from new business ventures, entry into new markets, the
introduction of new technologies, product or service
innovations, or other strategic thrusts. Through this
tracking process, your organization should be better pre-
pared to take into account its rate of improvement and
change relative to that of competitors or comparable
organizations and relative to its own targets or stretch
goals. Such tracking serves as a key diagnostic manage-
ment tool.

Customer and Market Focus (Category 3)

Customer and Market Focus addresses how your organiza-
tion seeks to understand the voice of the customer and of
the marketplace, with a focus on meeting customers’
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requirements, needs, and expectations; delighting customers;
and building loyalty. The Category stresses relationships

as an important part of an overall listening, learning, and
performance excellence strategy. Your customer satisfaction
and dissatisfaction results provide vital information for
understanding your customers and the marketplace. In many
cases, such results and trends provide the most meaningful
information, not only on your customers’ views but also

on their marketplace behaviors (e.g., repeat business and
positive referrals) and how these views and behaviors may
contribute to the sustainability of your organization in the
marketplace.

3.1 Customer and Market Knowledge: How do you obtain
and use customer and market knowledge?

Purpose

This Item examines your organization’s voice-of-the-
customer processes for gaining knowledge about the needs
and desires of your current and future customers and mar-
kets, with the aim of offering relevant products and services;
understanding emerging customer requirements, needs, and
expectations; and keeping pace with marketplace changes
and changing ways of doing business.

Comments

B In a rapidly changing technological, competitive, and
social environment, many factors may affect customer
preference and loyalty and your interface with customers
in the marketplace. This makes it necessary to continually
listen and learn. To be effective, listening and learning
need to be closely linked with your organization’s overall
business strategy.

B Knowledge of customer groups and market segments
allows your organization to tailor listening and learning
strategies and offerings, to support and tailor your mar-
keting strategies, to develop new business, and to ensure
organizational sustainability.

B A relationship strategy may be possible with some
customers but not with others. Differing relationships
may require distinctly different listening and learning
strategies.

B Selection of voice-of-the-customer strategies depends on
your organization’s key business factors. Increasingly,
organizations listen to the voice of the customer via mul-
tiple modes. Some frequently used modes include focus
groups with key customers; close integration with key
customers; interviews with lost and potential customers
about their purchasing or relationship decisions; use of
the customer complaint process to understand key prod-
uct and service attributes; win/loss analysis relative to
competitors and other organizations providing similar
products or services; and survey or feedback information,
including information collected on the Internet.
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3.2 Customer Relationships and Satisfaction: How do you affect longer-term competitiveness and organizational

build relationships and grow customer satisfaction and sustainability.

loyalty?
Purpose Measurement, Analysis, and Knowledge
This Item examines your organization’s processes for build- Management (Category 4)
ing customer relationships and determining customer satis- The Measurement, Analysis, and Knowledge Management
faction and dissatisfaction, with the aim of acquiring new Category is the main point within the Criteria for all key
customers, retaining existing customers, and developing new information about effectively measuring, analyzing, and
market opportunities. improving performance and managing organizational

knowledge to drive improvement and organizational com-

Comments petitiveness. In the simplest terms, Category 4 is the “brain

B This Item emphasizes how you obtain actionable infor- center” for the alignment of your organization’s operations
mation from customers. Information that is actionable with its strategic objectives. Central to such use of data and
can be tied to key product, service, and business processes information are their quality and availability. Furthermore,
and be used to determine cost and revenue implications since information, analysis, and knowledge management
for setting improvement goals and priorities for change. might themselves be primary sources of competitive advan-

tage and productivity growth, this Category also includes

B Complaint aggregation, analysis, and root cause determi- . . .
P EBTeE , 208 YIS, such strategic considerations.

nation should lead to effective elimination of the causes

of complaints and to the setting of priorities for process,
product, and service improvements. Successful outcomes
require effective deployment of information throughout
the organization.

4.1 Measurement, Analysis, and Improvement of
Organizational Performance: How do you measure,
analyze, and then improve organizational performance?

. e R Purpose
B In determining customers’ satisfaction and dissatisfaction,

a key aspect is their comparative satisfaction with
competitors, competing or alternative offerings, and/or
organizations providing similar products or services. Such
information might be derived from your own compara-
tive studies or from independent studies. The factors that
lead to customer preference are of critical importance in
understanding factors that drive markets and potentially

"This Item examines your organization’s selection, manage-
ment, and use of data and information for performance
measurement, analysis, and review in support of organiza-
tional planning and performance improvement. The

Item serves as a central collection and analysis point in an
integrated performance measurement and management
system that relies on financial and nonfinancial data and
information. The aim of measurement, analysis, review, and
improvement is to guide your organization’s process manage-
ment toward the achievement of key organizational results
and strategic objectives and to anticipate and respond to rapid
or unexpected organizational or external changes.

Comments

B Alignment and integration are key concepts for successful
implementation of your performance measurement sys-
tem. They are viewed in terms of the extent and effective-
ness of their use to meet your performance assessment
needs. Alignment and integration include how measures
are aligned throughout your organization and how they
are integrated to yield organization-wide data and infor-
mation. Alignment and integration also include how per-
formance measurement requirements are deployed by
your senior leaders to track work group and process-level
performance on key measures targeted for organization-
wide significance or improvement.

B The use of comparative data and information is impor-
tant to all organizations. The major premises for their use
are that (1) your organization needs to know where it
stands relative to competitors and to best practices,

(2) comparative information and information obtained
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from benchmarking often provide the impetus for signifi-
cant (“breakthrough”) improvement or change, and (3)
comparing performance information frequently leads

to a better understanding of your processes and their per-
formance. Comparative information also may support
business analysis and decisions relating to core competen-
cies, partnering, and outsourcing.

B Your effective selection and use of comparative data and
information require (1) the determination of needs and
priorities, (2) criteria for seeking appropriate sources for
comparisons—{rom within and outside your organiza-
tion’s industry and markets, and (3) the use of data and
information to set stretch goals and to promote major,
nonincremental (“breakthrough”) improvements in areas
most critical to your organization’s competitive strategy.

B The organizational review called for in this Item is
intended to cover all areas of performance. This includes
not only how well you currently are performing but also
how well you are moving toward the future. It is antici-
pated that the review findings will provide a reliable
means to guide both improvement and opportunities
for innovation that are tied to your organization’s key
objectives, core competencies, success factors, and
measures. Therefore, an important component of your
organizational review is the translation of the review
findings into an action agenda sufficiently specific for
deployment throughout your organization and to your
suppliers, partners, collaborators, and key customers.

B Analyses that your organization conducts to gain an

understanding of performance and needed actions may
vary widely depending on your type of organization, size,
competitive environment, and other factors. Examples of
possible analyses include

* how product and service improvements correlate with
key customer indicators, such as customer satisfaction,
customer retention, and market share

¢ cost and revenue implications of customer-related
problems and effective problem resolution

* interpretation of market share changes in terms of cus-
tomer 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 among personal learning, organizational
learning, and the value added per employee

* financial benefits derived from improvements in work-
force safety, absenteeism, and turnover

® benefits and costs associated with education and train-
ing, including e-learning and other distance learning
opportunities

® benefits and costs associated with improved organiza-
tional knowledge management and sharing
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* the relationship between knowledge management and 4.2 Management of Information, Information Technology,
innovation and Knowledge: How do you manage your informa-

. . . . tion, information technology, and organizational
* how the ability to identify and meet workforce capabil- > infl 8y g

. . . . . knowledge?
ity and capacity needs correlates with retention, moti-
vation, and productivity Purpose
* cost and revenue implications of workforce-related Thls_ Item exan.une.s.how your organization ensures the
problems and effective problem resolution quality and availability of needed data, 1nf0rmat10p,
o o software, and hardware for your workforce, suppliers and
° 1nd1‘f1d‘131 or aggregate measures of productivity and partners, collaborators, and customers. It also examines how
quality relative to competitors’ performance your organization builds and manages its knowledge assets.
e cost trends relative to competitors’ trends The aim is to improve organizational efficiency and effec-

. ) . . tiveness and to stimulate innovation.
* relationships among product and service quality, opera-

tional performance indicators, and overall financial Comments
performance trends as reflected in indicators such as B Managing information can require a significant commit-
operating costs, revenues, asset utilization, and value ment of resources as the sources of data and information
added per employee grow dramatically. The continued growth of electronic

¢ allocation of resources among alternative improvement lnforrgat19n within organizations’ operations—as part of
projects based on cost/benefit implications or environ- orgaplzatl(?nal knowledge networks, ff om the Inter. net,
mental and community impact and in busmess—to—busmess, organization-to-organization,

) ) ) ) ) and business-to-consumer communications—challenges

¢ net earnings or savings derlv.ed from quality, operational, organizational abilities to ensure reliability and availability
and workforce performance improvements in a user-friendly format.

¢ comparisons among business units shpwmg how B Data and information are especially important in business
quality and Qperatlonal performance improvement or organization networks, partnerships, and supply chains.
affect financial performance Your responses to this Item should take into account this

e contributions of improvement activities to cash flow, use of data a.nd 1nform?t10p and shou.ld recognize the
working capital use, and shareholder value need for rapid data validation and reliability assurance,

. . given the increasing use of electronic data transfer.
* profit impacts of customer retention o . .
B Organizations should carefully plan how they will continue

¢ cost af_ld revenue implications Qf new market entry, to provide an information technology infrastructure, data,
including global market expansion and information in the event of either a natural or man-
e market share versus profits made disaster. These plans should consider the needs of

all of the organization’s stakeholders, including the work-

¢ trends in economic, market, and stakeholder indicators force, customers, suppliers, partners, and collaborators.

of value and the impact of these trends on The plans also should be coordinated with the organiza-
organizational sustainability tion’s overall plan for business continuity (Item 6.1).

B Individual facts and data do not usually provide an effec- B The focus of an organization’s knowledge management is
tive basis for setting organizational priorities. This Item on the knowledge that people need to do their work;
emphasizes that close alignment is needed between your improve processes, products, and services; keep current
analysis and your organizational performance review and with changing business needs and directions; and develop
between your analysis and your organizational planning. innovative solutions that add value for the customer and
This ensures that analysis is relevant to decision making the organization.
and that decision making is based on relevant data and
information.

Workforce Focus (Category 5)

B Action depends on understanding cause-effect connec-
tions among processes and between processes and results
or outcomes. Process actions and their results may have
many resource implications. Organizations have a critical
need to provide an effective analytical basis for decisions,
because resources for improvement are limited and cause-
effect connections often are unclear.

Workforce Focus addresses key workforce practices—those
directed toward creating and maintaining a high-performance
workplace and toward engaging your workforce to enable it
and your organization to adapt to change and to succeed.
The Category covers workforce engagement, development,
and management in an integrated way (i.e., aligned with
your organization’s strategic objectives and action plans).
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Your workforce focus includes your capability and capacity
needs and your workforce support climate.

"To reinforce the basic alignment of workforce management
with overall strategy, the Criteria also cover human resource
planning as part of overall planning in the Strategic Plan-
ning Category (Category 2).

5.1 Workforce Engagement: How do you engage your
workforce to achieve organizational and personal success?

Purpose

"This Item examines your organization’s systems for engag-
ing, developing, and assessing the engagement of your
workforce, with the aim of enabling and encouraging all
members of your workforce to contribute effectively and to
the best of their ability. These systems are intended to foster
high performance, to address your core competencies, and
to help accomplish your action plans and ensure organiza-
tional sustainability.

Comments

B High-performance work is characterized by flexibility,
innovation, knowledge and skill sharing, good communica-
tion and information flow, alignment with organizational
objectives, customer focus, and rapid response to changing
business needs and marketplace requirements. The focus
of this Item is on a workforce capable of achieving high
performance.

B Many studies have shown that high levels of workforce
engagement have a significant, positive impact on
organizational performance. Research has indicated that
engagement is characterized by performing meaningful
work; having organizational direction, performance
accountability, and an efficient work environment; and
having a safe, trusting, and cooperative environment. In
many nonprofit organizations, employees and volunteers
are drawn to and derive meaning from their work because
the work is aligned with their personal values.

B Factors inhibiting motivation should be understood and
addressed by your organization. Further understanding of
these factors could be developed through workforce sur-
veys or exit interviews with departing members of your
workforce.

B Compensation and recognition systems should be
matched to your work systems. To be effective, compen-
sation and recognition might be tied to demonstrated
skills and to peer evaluations.

B Compensation and recognition approaches also might
include profit sharing; rewards for exemplary team or
unit performance; and linkage to customer satisfaction
and loyalty measures, achievement of organizational
strategic objectives, or other key organizational
objectives.
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B Although satisfaction with pay and satisfaction with pro-
motion are important, these two factors generally are not
sufficient to ensure workforce engagement and high per-
formance. Some examples of other factors to consider are
effective problem and grievance resolution; development
and career opportunities; the work environment and
management support; workplace safety and security; the
workload; effective communication, cooperation, and
teamwork; job security; appreciation of the differing
needs of diverse employee groups; and organizational
support for serving customers.

B [n addition to direct measures of workforce satisfaction
through formal or informal surveys, some other indicators
include absenteeism, turnover, grievances, and strikes.

B Depending on the nature of your organization’s work,
workforce responsibilities, and the stage of organizational
and personal development, workforce development needs
might vary greatly. These needs might include gaining
skills for knowledge sharing, communication, teamwork,
and problem solving; interpreting and using data; meet-
ing customer requirements; accomplishing process analy-
sis and simplification; reducing waste and cycle time;
working with and motivating volunteers; and setting pri-
orities based on strategic alignment or cost/benefit analy-
sis. Education needs also might include advanced skills in
new technologies or basic skills, such as reading, writing,
language, arithmetic, and computer skills.

B Education and training delivery might occur inside or
outside your organization and could involve on-the-job,
classroom, computer-based, or distance learning, as well
as other types of delivery. Training also might occur
through developmental assignments within or outside
your organization.

B When you evaluate the effectiveness of workforce and
leader development and learning systems, measures might
address the impact on individual, unit, and organizational
performance; the impact on customer-related performance;
and a cost/benefit analysis.

B Although this Item does not specifically ask you about
training for customer contact employees, such training is
important and common. It frequently includes learning
critical knowledge and skills in the following areas: your
products, services, and customers; how to listen to cus-
tomers; how to recover from problems or failures; and
how to effectively manage or meet customer expectations
or needs.

B An organization’s knowledge management system should
provide the mechanism for sharing the knowledge of its
people and the organization to ensure that high-
performance work is maintained through transitions.
Each organization should determine what knowledge is
critical for its operations and should then implement
systematic processes for sharing this information. This is
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particularly important for implicit knowledge (i.e., knowl-
edge personally retained by members of the workforce).

B To help people realize their full potential, many organiza-
tions use individual development plans prepared with
each person that address his or her career and learning
objectives.

5.2 Workforce Environment: How do you build an effective
and supportive workforce environment?

Purpose

This Item examines your organization’s workforce environ-
ment, your workforce capability and capacity needs, how
you meet those needs to accomplish the work of your
organization, and how you ensure a safe and supportive
work climate. The aim is to build an effective environment
for accomplishing your work and for supporting your
workforce.

Comments

B Most organizations, regardless of size, have many opportu-
nities to support their workforce. Some 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, nonwork-related
education, day care, special leave for family responsibilities
and community service, flexible work hours and benefits
packages, outplacement services, and retiree benefits,
including extended health care and ongoing access to
services.

B All organizations, regardless of size, are required to meet
minimum regulatory standards for workplace safety;
however, high-performing organizations have processes in
place to ensure that they not only meet these minimum
standards but go beyond a compliance orientation. This
includes designing proactive processes, with input from
people directly involved in the work, to ensure a safe
working environment.

Process Management (Category 6)

Process Management is the focal point within the Criteria
for your key work systems and work processes. Built into
the Category are the central requirements for identification
and management of your core competencies to achieve effi-
cient and effective work process management: effective
design; a prevention orientation; linkage to customers, sup-
pliers, partners, and collaborators and a focus on value cre-
ation for all key stakeholders; operational performance;
cycle time; emergency readiness; and evaluation, continuous
improvement, and organizational learning.

Agility, cost reduction, and cycle time reduction are increas-
ingly important in all aspects of process management and
organizational design. In the simplest terms, “agility” refers
to your ability to adapt quickly, flexibly, and effectively to
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changing requirements. Depending on the nature of your
organization’s strategy and markets, agility might mean
rapid change 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. Flexibility might demand
special strategies, such as implementing modular designs,
sharing components, sharing manufacturing lines, or pro-
viding specialized training. Cost and cycle time reduction
often involve Lean process management strategies. It is cru-
cial to utilize key measures for tracking all aspects of your
overall process management.

6.1 Work Systems Design: How do you design your work
systems?

Purpose

"This Item examines your organization’s core competencies,
work systems, and design of work processes, with the aim of
creating value for your customers, preparing for potential
emergencies, and achieving organizational success and
sustainability.

Comments

B This Item calls for information on your key work processes.
The information required includes a description of the
key work processes and their specific requirements.
Increasingly, these requirements might include the need
for agility—speed and flexibility—to adapt to change.

B Your design approaches could differ appreciably depending
on the nature of your products and services—whether the
products and services are entirely new, are variants, or
involve major or minor process changes. You should con-
sider the key requirements for your products and services.
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Factors that might need to be considered in design
include safety, long-term performance, environmental
impact, “green” manufacturing, measurement capability,
process capability, manufacturability, maintainability, vari-
ability in customer expectations requiring product or ser-
vice options, supplier capability, and documentation.
Effective design also must consider the cycle time and
productivity of production and delivery processes. This
might involve detailed mapping of manufacturing or ser-
vice processes and the redesign (“re-engineering”) of
those processes to achieve efficiency, as well as to meet
changing customer requirements.

Your key work processes include those nonproduct

and nonservice business processes that are considered
important to organizational success and growth by your
senior leaders. These processes frequently relate to an
organization’s core competencies, strategic objectives,

and critical success factors. Key business processes

might include processes for innovation, research and
development, technology acquisition, information and
knowledge management, supply chain management,
supplier partnering, outsourcing, mergers and acquisitions,
global expansion, project management, and sales and
marketing. For some nonprofit organizations, key business
processes might include fundraising, media relations,

and public policy advocacy. Given the diverse nature of
these processes, the requirements and performance charac-
teristics might vary significantly for different processes.

Your key work processes include those support processes
that support your daily operations and your product and
service delivery but are not usually designed in detail
with the products and services. The support process
requirements usually do not depend significantly on
product and service characteristics. Support process
design requirements usually depend significantly on your
internal requirements, and they must be coordinated and
integrated to ensure efficient and effective linkage and
performance. Support processes might include processes
for finance and accounting, facilities management, legal
services, human resource services, public relations, and
other administrative services.

For many organizations, supply chain management is a
growing factor in achieving productivity and profitability
goals and overall organizational success. Suppliers, part-
ners, and collaborators are receiving increasing strategic
attention as organizations reevaluate their core compe-
tencies. Supplier processes should fulfill two purposes: to
help improve the performance of suppliers and partners
and, on specific actions, to help them contribute to your
organization’s improved work systems. Supply chain man-
agement might include processes for selecting suppliers,
with the aim of reducing the total number of suppliers
and increasing preferred supplier and partnering agree-
ments.

B Many organizations need to consider requirements for
suppliers, partners, and collaborators at the work system
and work process 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
some of your organization’s products use parts, equipment,
and facilities that also are used for other products, coordi-
nation of resources might be a major concern, but it also
might offer a means to significantly reduce unit costs and
time to market.

B This Item calls for information on the incorporation of
new technology. This could include e-technology for
sharing information with suppliers, partners, and collabo-
rators, as well as communicating with customers, includ-
ing giving them continuous (24/7) access and automated
information transfer from in-service products requiring
maintenance in the field.

B Efforts to ensure the continuity of operations in an emer-
gency should consider all facets of your organization’s oper-
ations that are needed to provide products or services to
customers. You should consider all your key work processes
in your planning. The specific level of service that you will
need to provide will be guided by your organization’s mis-
sion and your customers’ needs and requirements. For
example, a public utlity is likely to have a higher need for
services than organizations that do not provide an essential
function. Nonprofit organizations whose mission is to
respond to emergencies will have a high need for service
readiness. Your continuity of operations efforts also should
be coordinated with your efforts to ensure data and infor-
mation availability (Item 4.2).

6.2 Work Process Management and Improvement: How do
you manage and improve your key organizational
work processes?

Purpose

This Item examines the implementation, management, and
improvement of your key work processes, with the aim of
creating value for your customers and achieving organiza-
tional success and sustainability.

Comments

B Specific reference is made to in-process measurements
and customer and supplier interactions. These measure-
ments and interactions require the identification of critical
points in processes for measurement, observation, or inter-
action. These activities should occur at the earliest points
possible in processes to minimize problems and costs that
may result from deviations from expected performance.
Achieving expected performance frequently requires set-
ting in-process 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 pro-
cess, the corrective action could involve technical and

2008 Criteria for Performance Excellence



human considerations. Proper corrective action involves
changes at the source (root cause) of the deviation. Such
corrective action should minimize the likelihood of this
type of variation occurring again or elsewhere in your
organization. When customer interactions are involved,
differences among customers must be considered in evalu-
ating how well the process is performing. This might
entail allowing for specific or general contingencies,
depending on the customer information gathered. This is
especially true of professional and personal services. Key
process cycle times in some organizations may be a year
or longer, which may create special challenges in measur-
ing day-to-day progress and identifying opportunities for
reducing cycle times, when appropriate.

B This Item also calls for information on how processes
are improved to achieve better performance. Better per-
formance means not only better quality from your
customers’ perspectives but also better financial and
operational performance—such as productivity—from
your other stakeholders’ perspectives. A variety of process
improvement approaches are commonly used. These
approaches include (1) sharing successful strategies across
your organization to drive learning and innovation,

(2) performing process analysis and research (e.g., process
mapping, optimization experiments, error proofing), (3)
conducting technical and business research and develop-
ment, (4) benchmarking, (5) using alternative technology,
and (6) using information from customers of the
processes—within and outside your organization. Process
improvement approaches might utilize financial data to
evaluate alternatives and set priorities. Together, these
approaches offer a wide range of possibilities, including a
complete redesign (“re-engineering”) of processes.
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Results (Category 7)

"The Results Category provides a results focus that encom-
passes your objective evaluation and your customers’ evalua-
tion of your organization’s products and services, your overall
financial and market performance, your workforce results,
your leadership system and social responsibility results,

and results of all key processes and process improvement
activities. Through this focus, the Criteria’s purposes—
superior value of offerings as viewed by your customers and
the marketplace; superior organizational performance as
reflected in your operational, workforce, legal, ethical,

and financial indicators; and organizational and personal
learning—are maintained. Category 7 thus provides “real-
time” information (measures of progress) for evaluation and
improvement of processes, products, and services, in align-
ment with your overall organizational strategy. Item 4.1 calls
for analysis and review of results data and information to
determine your overall organizational performance and to
set priorities for improvement.

7.1 Product and Service Outcomes: What are your product
and service performance results?

Purpose

"This Item examines your organization’s key product and
service outcomes, with the aim of delivering product and
service quality and value that lead to customer satisfaction,
customer loyalty, and positive referrals.

Comments

B This Item places emphasis on measures of product and
service performance that serve as indicators of customers’
views and decisions relative to future interactions and
relationships. These measures of product and service
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performance are derived from customer-related informa-
tion gathered in Items 3.1 and 3.2.

B Product and service measures appropriate for inclusion
might be based on the following: internal quality measure-
ments, field performance of products, defect levels, service
errors, response times, and data collected from your
customers by other organizations on ease of use or other
attributes, as well as customer surveys on product and
service performance.

B The correlation between product and 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 and ser-
vice differentiators in the marketplace; and (3) determin-
ing cause-effect relationships between your product and
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 poten-
tial obsolescence of product or service offerings.

7.2 Customer-Focused Outcomes: What are your customer-
focused performance results?

Purpose

This Item examines your organization’s customer-focused
performance results, with the aim of demonstrating how
well your organization has been satisfying your customers
and has developed loyalty, repeat business, and positive
referrals, as appropriate.

Comments

B This Item focuses on all relevant data to determine and
help predict your organization’s performance as viewed
by your customers. Relevant data and information include
customer satisfaction and dissatisfaction; retention, gains,
and losses of customers and customer accounts; customer
complaints, complaint management, effective complaint
resolution, and warranty claims; customer-perceived value
based on quality and price; customer assessment of access
and ease of use (including courtesy in service interactions);
and awards, ratings, and recognition from customers and
independent rating organizations.

B This Item places an emphasis on customer-focused results
that go beyond satisfaction measurements, because loyalty,
repeat business, and longer-term customer relationships
are better indicators and measures of future success in the
marketplace and of organizational sustainability.

7.3 Financial and Market Outcomes: What are your
financial and marketplace performance results?

Purpose

This Item examines your organization’s key financial
and market results, with the aim of understanding your
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financial sustainability and your marketplace challenges
and opportunities.

Comments

B Measures reported in this Item are those usually tracked
by senior leadership on an ongoing basis to assess your
organization’s financial performance and viability.

B In addition to the measures included in Item 7.3, Note 1,
appropriate financial measures and indicators might
include revenues, budgets, profits or losses, cash position,
net assets, debt leverage, cash-to-cash cycle time, earnings
per share, financial operations efficiency (collections,
billing, receivables), and financial returns. Marketplace
performance measures might include measures of busi-
ness growth; charitable donations and grants received;
new products, programs, or services and markets entered
(including Web-based markets and exports); or the
percentage of revenues derived from new products, pro-
grams, or services.

7.4 Workforce-Focused Outcomes: What are your
workforce-focused performance results?

Purpose

This Item examines your organization’s workforce-focused
performance results, with the aim of demonstrating how
well your organization has been creating and maintaining a
productive, engaging, and caring work environment for all
members of your workforce.

Comments

B Results measures reported for indicators of workforce
engagement and satisfaction might include improvement
in local decision making, organizational culture, and
workforce or leader development. Input data, such as the
extent of training, might be included, but the main
emphasis should be on data that show effectiveness or
outcomes. For example, an outcome measure might be
increased workforce retention resulting from establishing
a peer recognition program or the number of promotions
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that have resulted from the organization’s leadership
development program.

B Results reported might include generic or organization-
specific factors. Generic factors might include safety,
absenteeism, turnover, satisfaction, and complaints
(grievances). For some measures, such as absenteeism
and turnover, local or regional comparisons might be
appropriate. Organization-specific factors are those you
assess for determining your workforce engagement and
climate. These factors might include the extent of train-
ing, retraining, or cross-training to meet capability and
capacity needs; the extent and success of self-direction;
the extent of union-management partnering; or the
extent of volunteer involvement in process and program
activities.

7.5 Process Effectiveness Outcomes: What are your process
effectiveness results?

Purpose

This Item examines your organization’s other key operational
performance results not reported in Items 7.1-7.4, with the
aim of achieving work system and work process effectiveness
and efficiency.

Comments

B This Item encourages your organization to develop and
include unique and innovative measures to track key
processes and operational improvement. All key areas of
organizational and operational performance, including
your organization’s readiness for emergencies, should be
evaluated by measures that are relevant and important to
your organization.

B Measures and indicators of process effectiveness and
efficiency might include work system performance that
demonstrates improved cost savings or higher productivity
by using internal and/or external resources; reduced
emission levels, waste stream reductions, by-product use,
and recycling; internal responsiveness indicators, such as
cycle times, production flexibility, lead times, set-up
times, and time to market; and improved performance
of administrative and other support functions. They
also might include business-specific indicators, such as
innovation rates and increased use of product and process
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yields, Six Sigma initiative results, and acceptable

product performance at the time of delivery; supply chain
indicators, such as reductions in inventory and incoming
inspections, increases in quality and productivity, improve-
ments in electronic data exchange, and reductions in
supply chain management costs; and third-party
assessment results, such as ISO 9001 audits.

7.6 Leadership Outcomes: What are your leadership
results?

Purpose

"This Item examines your organization’s key results in the
areas of leadership and governance, strategic plan accom-
plishment, and societal responsibilities, with the aim of
maintaining a fiscally sound, ethical organization that is a
good citizen in its communities.

Comments

B Because many organizations have difficulty determining
appropriate measures, measuring progress in accomplish-

ing their strategic objectives is a key challenge. Frequently,
these progress measures can be discerned by first defining
the results that would indicate end-goal success in achiev-
ing the strategic objective and then using that end-goal to

define intermediate measures.

B Independent of an increased national focus on issues of
governance, ethics, and leadership accountability, it is
important for organizations to practice and demonstrate
high standards of overall conduct. Governance bodies
and senior leaders should track relevant performance
measures on a regular basis and emphasize this
performance in stakeholder communications.

B Results reported should include environmental, legal,
and regulatory compliance; results of oversight audits
by government or funding agencies; and noteworthy
achievements in these areas, as appropriate. Results 