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“Putting people first means ensuring that the Federal
Government provides the highest quality service possible to the
American people. Public officials must embark upon a
revolution within the Federal Government to change the way it
does business. This will require continual reform of the
executive branch’s management practices and operations to
provide service to the public that matches or exceeds the best
service available in the private sector.”

President Bill Clinton




MESSAGE FROM THE DIRECTOR

We have reached a milestone.

This year, 1997, marks the tenth year that the President’s Quality Award Program
recognizes federal organizations that have improved their overall performance
and demonstrated a sustained trend in providing high quality products and
services to customers. The highest recognition—the Presidential Award for
Quality— is the federal government’s equivalent of the Malcolm Baldrige
National Quality Award. The Presidential Award for Quality recognizes
organizations that have accomplished outstanding performance results through
continuous improvement.

Now, we enter a new decade, and aim toward a new century. It is time for the
contenders for the 11th President’s Quality Award Program to step forward. The
1998 Application and Information Package incorporates major government-wide
management improvement initiatives. These include the National Performance
Review, the Government Performance and Results Act, the Chief Financial
Officer Act, and initiatives concerning customer service standards, information
technology management systems, and planning. Specific changes in this year’s
package are closely aligned with the Award Criteria of the 1997 Baldrige Award.

The program’s Award Criteria are based on core values and operating standards
found among the highest performing public and private sector organizations in
the industrialized world today. Through use of the Criteria, an organization can
establish an integrated management improvement process for accomplishing
commonly shared goals and measuring progress and results in attaining those
goals.

| encourage agencies to apply to the President’s Quality Award Program, and to
use the Award Criteria to continuously improve themselves.

.S. Office of Personmel Management



“For demonstrating
outstanding achievement
in quality management. . .”

Award for Quality Improvement

Previous Award Model
(New award design is planned for 1998)



“In recognition of your
service to customers and
commitment to excellence. . .”

Presidential Award for Quality

Model of the 1997 Award



Applications for the
1998 President’s Quality Award Program
must be received by
the Office of Personnel Management
no later than October 6, 1997.
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MESSAGE TO FEDERAL EXECUTIVES

This Message to federal executives provides basic information on the President’s Quality
Award (PQA) Program and the factors that might affect your decision to apply for one of
the awards.

The underlying principles and Criteria for the awards are based on the core values found
among the highest-performing organizations in the industrialized world today. These prin-
ciples and Award Criteria have for some time been used to recognize outstanding organi-
zations in the private sector by the Malcolm Baldrige National Quality Award. They are
equally applicable to organizations in the public sector. The PQA Program Award Criteria
are based on the Malcolm Baldrige National Quality Award Criteria with modifications
reflecting the unique aspects of Federal Government organizations.

On January 11, 1997, President Clinton and Vice President Gore met with the Cabinet to
discuss next steps and future directions for the President’s Reinvention Program. In his
remarks, Vice President Gore described key characteristics of a government that “works
better and costs less”, which include:

= treating the public the way top companies treat their customers;
= fostering partnership and community solutions;
= unlocking the enormous, unused, human potential of the federal workforce;

= setting clear and uplifting goals and making sure employees understand how the goals
relate to their own jobs, and measuring the results they seek; and

e putting customers first.

These characteristics for creating an efficient, responsive, customer-driven government are
the underlying principles of the Award Criteria set out in this document.

The Award Program and the Award Assessment

= The PQA Program recognizes organizations for operational performance excellence
and improvement through two awards: the Presidential Award for Quality and the
Award for Quality Improvement. Both are awarded to federal organizations on an
annual basis. Award recipients need to demonstrate results and improvement in a
wide range of indicators: customer-related, operational and financial. Results reported
need to address all stakeholders: customers, employees, suppliers, partners, special
interest groups, Congress and the public.

= The award assessment is tailored to your organization through a focus on factors im-
portant to your organization and strategy. These factors are spelled out by you in your
Organization Overview and in the Strategic Planning Category.

= Your organization’s participation as an applicant, as well as information you submit
about your organization, are considered confidential. Assignment of Examiners to
your application is made in accord with the PQA Program’s strict rules regarding con-
fidentiality and conflict of interest.

= You will receive a detailed feedback report, highlighting your organization’s strengths
and areas for improvement, relative to the Award Criteria.

Vii



MESSAGE TO FEDERAL EXECUTIVES

Benefits of Participation

Over the past 9 years, there have been 6 winners of the Presidential Award for Quality and
31 winners of the Quality Improvement Prototype Award, the predecessor to the Award
for Quality Improvement. There have been hundreds of applicants. Countless other orga-
nizations have used the Award Criteria as a basis for self-assessment without submitting
an application. Participants consistently report numerous benefits that far outweigh the
direct benefits of winning an award. These benefits include:

= Conducting a self-assessment against the Award Criteria forces a realistic
self-assessment from an external point of view. This disciplined self-assessment pro-
vides learning and insights on improvement opportunities; targets key gaps and priori-
ties for improvement; and teaches new and better ways to work with partners,
customers and suppliers to accomplish program goals. This in turn helps accelerate
the pace of performance improvement.

= Participating in the PQA Program affords the organization an opportunity to see where
it stacks up against the Criteria and against other high-performing organizations, ac-
cording to objective outside observers.

= The PQA Program provides an excellent mechanism to recognize the people within
your organization who have made dramatic improvements to the agency’s perfor-
mance, and who have successfully dealt with the challenges facing those who lead in
the current environment of declining budgets, restructuring and downsizing, and
changing missions.

= Use of the Criteria helps organizations understand, select and integrate appropriate
specific management tools, and align numerous activities that may be loosely con-
nected, such as strategic planning and performance measurement, performance-based
budgeting, reengineering, and benchmarking.

e The PQA Program offers participants a unique opportunity to share their own suc-
cesses and to benefit from the experiences of other high-performing organizations.

Expectations of Award Winners

Award winners are expected to share non-sensitive and unclassified information with
other organizations and promote quality improvement awareness throughout the Federal
Government. This is done through activities such as developing written and video sum-
maries of the organization’s management system, presenting at conferences, and hosting
site visits. Award recipients serve as government models of performance excellence.
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OVERVIEW AND INTRODUCTION

Background

The President’s Quality Award (PQA) Program is administered by the Office of Personnel
Management. The Program was created in 1988 and includes two awards: The Presiden-
tial Award for Quality and the Award for Quality Improvement. Both are awarded on an
annual basis to federal organizations. In addition, organizations may be recognized for
their accomplishments in quality management and improvement through other recogni-
tion.

Purpose
The PQA Program is intended to:

= recognize Federal Government organizations that have improved their overall perfor-
mance and capabilities, and demonstrated a sustained trend in providing high-qual-
ity products and services, resulting in effective use of taxpayer dollars;

= promote sharing of the best management techniques, strategies and performance
practices among all Federal Government agencies, as well as with state and local gov-
ernments and the private sector;

= provide models for other organizations to assess their overall performance in deliver-
ing continuous value to customers; and

= provide a systematic, disciplined approach to deal with the dynamics of change by
providing a working tool (framework) for conducting assessments, analysis, training
and performance improvement planning.

The Awards

Applicants to the PQA Program document, in accordance with the Award Criteria, their
management system and results. The application information and data must be ad-
equate to demonstrate that the applicants’ approaches are systematic, and deployed to
effectively yield high-performance levels and meaningful results.

Winners of the Presidential Award for Quality demonstrate a high degree and consistent
level of deployment of quality approaches throughout the organization, and are able to
demonstrate high levels and sustained improvement in performance and results in virtu-
ally all parts of the organization over several years. They also demonstrate approaches to
delivering quality products and services to customers consistent with the Criteria.

Winners of the Award for Quality Improvement also have well-developed approaches
embodied in the Criteria which are deployed throughout much of the organization.
However, they generally are at a less mature stage of development in adopting these
management approaches compared to Presidential Award winners, and therefore have
documented less comprehensive application of the approaches and corresponding re-
sults. Thus, both awards recognize the same approaches to achieving and sustaining
performance excellence. The Presidential Award is reserved for those applicants which
have demonstrated a significantly more mature development of performance excellence
and have documented world-class results.



I. OVERVIEW AND INTRODUCTION

Applicants for both awards must be part of the Executive Branch of the Federal Govern-
ment and have at least 100 federal employees. The Award for Quality Improvement and
the Presidential Award for Quality may be given to organizations each year achieving
performance levels established for each award.

The Award Criteria

The Award Criteria are closely aligned with the Malcolm Baldrige National Quality
Award Criteria (MBNQA), with several modifications to reflect the government environ-
ment. Specifically: (a) the point values for several Categories are slightly different, (b)
Item 7.2 Overall Financial and Performance Results is modified to provide for reporting
on overall performance results in non-financial terms, and (c) terminology is changed
selectively throughout the document to reflect the government rather than business envi-
ronment. The close alignment with the MBNQA is designed to foster cooperation and
exchange of information between public and private sector organizations, and to ensure
that the best practices of high-performing organizations are reflected in the government.
The Criteria are updated on an annual basis to reflect the best approaches within the pri-
vate and public sectors to systematically improve performance. The Criteria are used
extensively throughout the federal sector as a proven framework to guide
customer-focused performance improvement efforts.

Key features of the Criteria are:

= The Criteria focus on results. The Criteria’s seven categories and 20 Items focus on
requirements that all organizations need to understand thoroughly if they are to real-
ize performance results at the highest level.

= The Criteria support a systems approach to organization-wide goal alignment. They
address all aspects of high performance in an integrated and balanced way. This in-
cludes improvement of: customer and mission-related performance, productivity in
the use of all resources, speed and flexibility, product and service quality, cost effec-
tiveness, and overall program and financial performance. The systems approach to
goal alignment is embedded in the integrated structure of the Criteria and the re-
sults/oriented, cause-effect linkages among the Criteria.

= The Criteria address key operating processes and results and are designed for diagno-
sis and feedback. All Criteria directly relate to improving organization performance;
nothing is included merely for purposes of an award.

= The Criteria are non-prescriptive and adaptable. They are made of results-oriented
requirements, but allow wide latitude in how the requirements are met. They do not
call for specific practices or organizational structures because there are many possible
approaches. The best choices depend upon many factors, including an organization’s
type, size, strategy, and stage of development.



APPLICATION INFORMATION AND GUIDANCE

General Eligibility

An applicant must meet the following conditions:

= be a part of the Executive Branch of the Federal Government;

= have no fewer than 100 full-time federal employees;

= be autonomous, with its own defined mission; and

= provide products or services to customers outside its own agency or be an adminis-
trative or support organization for a Cabinet department or Executive Branch agency
(as indicated in the Agency Limitations subsection, paragraph 2, found below).

Future Eligibility of Award Recipients

= An organization and any of its sub-components may not compete in the President’s
Quality Award Program during the same year.

= Winners and their sub-components are ineligible to compete for the same award for
four subsequent years. For example, U.S. Army Armament Research, Development
and Engineering Center, winner of the 1996 Presidential Award, and all of its
sub-components may not compete again for the Presidential Award until 2000. Fur-
ther, prior winners of the Quality Improvement Prototype Award or their sub-compo-
nents are not eligible to compete for the Award for Quality Improvement within four
subsequent years of receiving the Award, but they are eligible to compete for the
Presidential Award.

= Asub-component of a Presidential Award winner may compete for the Award for
Quality Improvement at any time.

Agency Limitations
Each Cabinet department and executive agency may submit a maximum number of
applications for the President’s Quality Award Program, according to its size:

a) up to 20,000 employees—4 applications
b) up to 50,000 employees—>5 applications
c) over 50,000 employees—©6 applications

d) Department of Defense may submit a maximum of 6 applications for each service
(Army, Navy, and Air Force), and a total of 5 additional applications for the other
Defense agencies.

Included in its quota, a Cabinet department or executive branch agency may submit one
application for an administrative or support organization. The application must cover an
entire function, not just a branch or division. For example, an application could be
submitted for an entire finance department, but not for any office that is part of the
department. An administrative organization is eligible only for the Award for Quality
Improvement.

These limits are set to encourage agencies to conduct internal reviews and select the best
nominations. The President’s Quality Award Program is not intended to substitute for
internal agency organizational assessments.
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An application that does not satisfy the above requirements will not be evaluated. The

applicant will be notified.

Evaluation Process

Examiner teams from public and private sector organizations evaluate the applications.
Points are assigned to the written descriptions of each Criteria Item based on the scoring
guidelines in Section VI. Examiners do not review applications from organizations within
their own agency, or from organizations with which they have a relationship.

Final Selection

A Panel of Judges, comprised of public and private sector representatives, recommends
winners for the Presidential Award for Quality and the Award for Quality Improvement
based on the evaluations of the written applications and the results of site visits.

A standard of excellence is the ultimate criterion for selecting award winners. The Judges
are therefore not compelled to select winners in one or both of the award categories.

1998 Award Program Process and Timeframe

Step 1:
Application Distribution
May, 1997

Step 2:

Agencies Establish
Internal Review Process
by July, 1997

Step 3:

Application Submission
to Agency Coordinators
July - September, 1997

Step 4.

Application Submission
to OPM

Due: October 6, 1997

Step 5:
Application Review
October-November, 1997

Step 1:

Applications will be distributed to agencies.
Applications may be obtained from the U.S. Office of
Personnel Management (OPM). Advance copies of the
Criteria were distributed in February, 1997.

Step 2

Each agency establishes its own internal review
process. Due dates for internal submissions
are established by each agency.

Step 3:

Prepare 12 copies of the application.
Applications should be submitted to an
agency-designated centralized coordinator.

Step 4.

Completed applications are reviewed at the agency level
before submission to OPM. Applications are due to OPM
on or before October 6, 1997.

Step 5:
Applications are reviewed by OPM to meet
eligibility requirements. Following the initial review,
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Step 6:
Site Visit Review
November, 1997-

December, 1997

Step 7:
Judges’ Final Review
February, 1998

Annual National Conference

on Federal Quality

Examiner Teams meet to evaluate the merits of each
application. Organizations are selected for site visits
based on scoring of the application against the Criteria.
Organizations not selected for a site visit receive a
feedback report prepared by an Examiner team.

Step 6:

A maximum of 10 organizations can be selected for

a site visit. Site visits clarify, verify and supplement
application information. They include a review of
pertinent records and data, and interviews with execu-
tives and employees. Applicants selected for site visits
are contacted by OPM. Applicants work with a site visit
team leader to schedule the visit and arrange details.

Agencies cover Examiners’ travel and per diem costs of
the visit. The exact number of Examiners will depend
on the size and number of sites of the organization
visited.

A report, prepared by the site visit Examiner Team, is
submitted to the Panel of Judges.

Step 7:

A Panel of Judges conducts final reviews and presents
Award recipient recommendations to OPM. The
President makes final determination of the
organization(s) to receive the Presidential Award for
Quality. OPM makes final determination of
organization(s) to receive other awards.

Award Ceremony:

Awards are presented at a special ceremony in
Washington, DC, at the Annual National Conference on
Federal Quality. The conference is traditionally held
mid-summer each year.

Award recipients of the Presidential Award for Quality
and the Award for Quality Improvement receive special
recognition for their outstanding accomplishments.
Organizations receiving site visits are recognized for
their achievement.
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Feedback Reports
Reports Distributed

Feedback Reports:

Applicants receive a feedback report after it is deter-
mined they will not move to the next step of the Award
process.

Feedback reports are prepared by an Examiner Team,
based on the applicant’s responses to the Award Criteria.

Feedback reports are prepared for organizations selected
for site visits by the Examiner Team that conducted the
visit, with input from the Panel of Judges.

Feedback reports contain comments on strengths and
areas for improvement. A report will be prepared for
each eligible applicant, and sent to the head of the
applicant organization.

Award Recipients’ Responsibility

Organizations recognized by the President’s Quality Award Program are those that
demonstrate meaningful results through the use of quality management principles,
practices and continuously improve their performance and future capabilities. Award
recipients serve as government models of excellence. They demonstrate a commitment to
and responsibility for improving their systems and processes to provide quality products
and services to customers.

Each Award recipient is asked to:

= prepare a case study describing its continuous improvement processes, and
approaches and systems for creating performance-based organizations;

= produce a short video highlighting its organizational accomplishments and quality
improvement efforts;

= participate in the Annual National Conference on Federal Quality held in
mid-summer each year in Washington, D. C., and at other educational forums on
performance improvement; and

= host site visits for interested groups.

Costs

Award recipients will bear the costs of case study publication, video production, and
travel to and from the conferences. Applicants will bear the cost of application prepara-
tion. Applicants selected for a site visit will cover travel and per diem expenses of all
Examiner Team members.



APPLICATION INSTRUCTIONS

General Directions

To apply for the President’s Quality Award Program, please:

1) complete the Nomination Form (found in Section XII);

2) prepare an Organization Overview. Specific guidance and instructions are provided
in Section VII; and

3) prepare a written application that addresses the 20 Criteria Items described in the
Criteria (Section 1V). Specific guidance for responding to each Item is described in
Section VIII.

The application must be able to stand on its own. Descriptions for each Area to Address
should be fully responsive, and assume no prior knowledge of the organization. Re-
sponses should be concise and quantitative, where possible. Statements should be sup-
ported by facts and information. Assertions unsupported by plausible data, information,
or facts will receive no credit during the application evaluation. Care should be taken to
fully define terminology specific to the mission and function of the organization. If acro-
nyms are used, define them and provide a glossary (glossary pages are not counted in
the page limits specified below).

Application Format

The Organization Overview must be limited to five pages. These pages are not counted
in the overall page limits specified below. An organization with fewer than 20,000 em-
ployees should prepare an application of no more than 50 pages, including all illustrative
attachments (charts, graphs, quality vision statement, etc.). An organization with 20,000
or more employees should prepare an application of no more than 60 pages, including at-
tachments. Pages in excess of the 50 or 60-page limit will not be examined.

We strongly recommend that applicants prepare the Organization Overview first, and
use it as a guide to write and review the written application addressing each of the 20
Criteria Items.

Applications must be printed or typed in no smaller than 12 point or 10 pitch font. Particu-
lar care should be taken to ensure that all graphs and charts are large enough to be read.
Each sub-element (e.g., 1.1a., 1.2b.) of the Criteria must be separately labeled and ad-
dressed in the application. To assist Examiners in reviewing applications, please conform
to the following standards: (1) Applications should be conveniently packaged, such as
stapled or spiral bound. (2) Do not submit bulky, hard to transport documents. Applica-
tions submitted in three-ring binders or comparably bulky format will not be examined. (3) The
submission of bound documents and multi-color print is discouraged. (4) Do not use

glossy paper.

Role of Examiners and Judges

The Examiners and Judges are customers in the application review process. The above specifica-
tions represent feedback gathered directly from them. Applicants, the suppliers in the
application review process, should strive to satisfy the customers’ expectations of an
application package that is easy to evaluate. Doing so will optimize the evaluation and
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selection processes, as well as enable the Examiners to produce a thorough feedback
package that accurately reflects the applicant’s status in relation to the Criteria.

Agency Coordinator and Contact Point

Agencies should designate a centralized coordinator responsible for submitting applica-
tions to OPM. The coordinator must assure the quota for submissions previously out-
lined is observed, application packages are appropriately prepared and bound, and all
applicants meet the eligibility requirements. Agency submissions should be sent to the
Office of Personnel Management as a package.

OPM Contact Point and Submission of Applications
For further information on eligibility requirements, procedures for applying, agency co-
ordinator contact points, and the Award Criteria, please contact:

Barbara Smith

President’s Quality Award Program
U.S. Office of Personnel Management
1900 E Street, NW

Room 6468

Washington, DC 20415-0001

Telephone:  202-606-2871
FAX: 202-606-0919
email: bksmith@opm.gov

To apply, applicants should send 12 copies of the complete application package (includ-
ing nomination form) to the appropriate agency contact point. Agency coordinators will
submit applications to the above address.

Application Submission Date

The U.S. Office of Personnel Management must receive applications by October 6, 1997. A
review will be made of each applicant to verify its eligibility. Applications received after
this date will be considered ineligible for the 1998 PQA Program.



V. 1998 AWARD CRITERIA

1998 CATEGORIES/ITEMS

POINT VALUES

1 Leadership 130
1.1 Leadership System 95
1.2 Organization Responsibility and Citizenship 35
2 Strategic Planning 80
2.1 Strategy Development Process 40
2.2 Organization Strategy 40
3 Customer Focus 80
3.1 Customer and Market Knowledge 40
3.2 Customer Satisfaction and Relationship Enhancement 40
4 Information and Analysis 80
4.1 Selection and Use of Information and Data 25
4.2 Selection and Use of Comparative Information and Data 15
4.3 Analysis and Review of Organization Performance 40
5 Human Resource Development and Management 120
5.1 Work Systems 45
5.2 Employee Education, Training and Development 45
5.3 Employee Well-Being and Satisfaction 30
6 Process Management 110
6.1 Management of Product and Service Processes 70
6.2 Management of Support Processes 20
6.3 Management of Supplier and Partnering Processes 20
7 Business Results 400
7.1 Customer Satisfaction Results 110
7.2 Overall Financial and Performance Results 110
7.3 Human Resource Results 45
7.4 Supplier and Partner Results 25
7.5 Organization-Specific Results 110
TOTAL POINTS 1000



IV. AWARD CRITERIA

1 Leadership (130 pts.)

The Leadership Category examines senior leaders’ personal leadership and involvement
in creating and sustaining values, organization directions, performance expectations,
customer focus, and a leadership system that promotes performance excellence. Also
examined is how the values and expectations are integrated into the organization’s lead-
ership system, including how the organization continuously learns and improves, and
addresses its societal responsibilities and community involvement.

1.1 Leadership System (95 pts.)

m A Describe how senior leaders guide the organization in setting directions and in develop-
ing and sustaining an effective leadership system.

E D In your response, address the following Area:

[ Ir a. Leadership System

How the organization’s senior leaders provide effective leadership, taking into account the

needs and expectations of all key stakeholders. Include:

(1) how senior leaders set organization directions and seek future opportunities for the
organization;

(2) adescription of the organization’s leadership system and how it incorporates clear
values, organization directions, high performance expectations, a strong customer
focus, and continuous learning;

(3) how senior leaders communicate and reinforce values, directions, expectations,
customer focus, and their commitment to learning throughout the work force; and

(4) how senior leaders review the organization’s overall performance, and use the review
process to reinforce organization directions and improve the leadership system.

Notes:
Organization performance reviews are ad- roles in the review of overall organization perfor-
dressed in Item 4.3. Responses to 1.1a(4) mance, not on the details of the review.

should, therefore, focus on the senior leaders’

10
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1.2 Organization Responsibility and Citizenship (35 pts.)

A
Olp
[]RrR

Describe how the organization addresses its responsibilities to the public and how the

organization practices good citizenship.

In your response, address the following Areas:

a. Societal Responsibilities

How the organization addresses the current and potential impacts on society of its prod-

ucts, services, facilities, and operations. Include:

(1) key practices, measures, and targets for regulatory, legal, and ethical requirements
and for risks associated with managing organization operations; and

(2) how the organization anticipates public concerns, assesses potential impacts on
society, and addresses these issues in a proactive manner.

b. Community Involvement

How the organization and its employees support and strengthen their key communities.

Notes:

N1. Public responsibilities in areas critical to the
organization also should be addressed in Strat-
egy Development Process (Item 2.1) and in
Process Management (Category 6). Society
impact results (outcomes) of the organization’s
mission and operations should be reported in
Category 7, particularly financial/overall results
(Item 7.2). Key intermediate results, such as
results of regulatory/legal compliance, environ-
mental improvements or use of “green” technol-
ogy, should be reported as Organization-Specific
Results (Item 7.5).

11

N2. Areas of community involvement and leader-
ship appropriate for inclusion in 1.2b may in-
clude efforts by the organization to strengthen
local community services, the environment,
education, and practices of trade or business
associations.

N3. Health and safety of employees are not
addressed in Item 1.2, they are addressed in
Item 5.3.
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2 Strategic Planning

(80 pts.)

The Strategic Planning Category examines how the organization sets strategic direc-
tions, and how it determines key action plans. Also examined is how the plans are trans-
lated into an effective performance management system.

2.1 Strategy Development Process (40 pts.)

O] a
O/p
[ ]r

Describe how the organization sets strategic directions to better define and strengthen
its overall performance and/or competitive position. Describe also how the strategy
development process leads to an action plan for deploying and aligning key plan and

performance requirements.

In your response, address the following Areas:

a. Strategy Development

How the organization develops strategy, taking into account the five factors listed below.
Provide a brief description or diagram of the strategy development process and an outline
of forecasts, models, etc., used to help select strategy.

(1) target customers; market requirements, including price; customer, market and public

expectations; and new opportunities;

(2) the competitive and mission-related environment;
(3) risks: financial, market, technological, and societal;

(4) organization capabilities—human resource, technology, research and development,
and business processes—to seek new opportunities and/or to prepare for key new

requirements; and

(5) supplier and/or partner capabilities.

b. Strategy Deployment

How strategy is translated into action plans, including a clear basis for communicating and
aligning critical requirements, and tracking performance relative to plans.

Notes:

N1. The strategy development process refers to
the organization’s approach to a future-oriented
basis for major business and/or operating deci-
sions, resource allocations, and organization-
wide management. The strategy development
process might include revenue or program
growth as well as cost reduction thrusts.

12

N2. Item 2.1 addresses overall organization
directions and strategy. Although this might
include changes in services, products, and/or
product lines, the Item does not address product
and service design. Product and service design
is addressed in Item 6.1.
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2.2 Organization Strategy (40 pts.)

O] a
O|b
[ ]r

Summarize the organization’s strategy and action plans and how they are deployed.
Include key performance requirements and measures, and outline overall human
resource plans. Estimate how the organization’s performance projects into the future
relative to competitors and/or key benchmarks.

In your response, address the following Areas:
a. Strategy and Action Plans

Provide a summary of the action plans derived from the organization’s strategy and how
these plans are deployed. Include performance requirements, key performance measures
and/or indicators, and how plans, resources, and measures are deployed to ensure align-
ment of goals and actions. Note any important differences between short- and longer-term
plans.

b. Human Resource Plans

Provide a brief summary of key human resource plans derived from overall strategy.
Include the following elements:

(1)
(2)
3)
(4)

()

c. Performance Projection

Provide a two-to-six year projection of key performance measures and/or indicators from
the organization’s action plans. Include appropriate comparisons with competitors and/or
key benchmarks. Briefly explain the comparisons, including any estimates or assumptions
made in projecting competitor performance and/or benchmark data.

changes in work design and/or organization to improve knowledge creation/sharing,
flexibility, innovation, and rapid response;

employee development, education, and training;
changes in compensation, recognition, and benefits; and

recruitment, including critical skill categories and expected or planned changes in
demographics of the work force.

how the organization evaluates and improves its human resource planning and prac-
tices and alignment of the plans and practices with the strategic business directions.
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3 Customer Focus

(80 pts.)

The Customer Focus Category examines how the organization determines requirements
and expectations of customers and markets. Also examined is how the organization en-
hances relationships with customers and determines their satisfaction.

3.1 Customer and Market Knowledge (40 pts.)

A
O/p
[ R

opportunities. Include:

customer groups;

in this determination; and

In your response, address the following Area:

a. Customer and Market Knowledge

Describe how the organization determines longer-term requirements, expectations, and
preferences of target and/or potential customers and markets, to understand and antici-
pate needs and to develop business opportunities.

Provide a brief outline of how the organization learns from its current and potential cus-
tomers and markets to support the organization’s overall mission, business needs and

(1) how customer groups and/or market segments are determined or selected, including
the consideration of customers of competitors and other potential customers and
markets. Describe how the approaches to listening and learning vary for different

(2) how key product and service features and their relative importance/value to custom-
ers are determined and/or projected. Describe how key information from current cus-
tomers and markets, including customer retention and complaint information, is used

(3) how the organization’s approach to listening to and learning from customers and
markets is evaluated, improved, and kept current with changing business needs.3.2
Customer Satisfaction and Relationship Enhancement (40 pts.)

Notes:

N1. The organization’s products and services
might be provided or sold to end users via other
organizations such as private contractors, state
and local governments or non-profit organiza-
tions. Thus, “customer groups” should take into
account the requirements and expectations of
both the end users and these other organiza-
tions.

N2. Product and service features [3.1a(2)] refer
to all important characteristics and to the perfor-
mance of products and services. These features
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affect customers throughout their overall pur-
chase and ownership experiences. The focus
should be primarily on features that bear upon
customer preference and repurchase loyalty—for
example, those features that differentiate prod-
ucts and services from competing offerings.
These might include price and value.

N3. Information about customers and markets is
requested as key input to strategic planning
(Item 2.1).
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3.2 Customer Satisfaction and Relationship Enhancement (40 pts.)

m A Describe how the organization determines and enhances the satisfaction of its custom-
ers to strengthen relationships, to improve current offerings, and to support customer
m D and market-related planning.

I:l R In your response, address the following Areas:
a. Accessibility and Complaint Management

How the organization provides access and information to enable customers to seek assis-
tance, to conduct business, and to voice complaints. Include:

(1) how the organization determines customer contact requirements, deploys the re-
quirements to all employees who are involved in meeting the requirements, and
evaluates and improves customer contact performance; and

(2) adescription of the organization’s complaint management process. In this descrip-
tion, explain how the organization ensures that complaints are resolved effectively
and promptly, and that complaints received by all organization units are aggregated
and analyzed for use throughout the organization.

b. Customer Satisfaction Determination

How the organization determines customer satisfaction. Include:

(1) how the organization follows up with customers on products, services, and recent
transactions to receive prompt and actionable feedback;

(2) a brief description of other customer satisfaction determination processes and mea-
surements used. Describe how the measurements capture actionable information
that reflects customers’ future business with the organization and/or positive referral.
Indicate significant differences, if any, in methods and/or measurement scales for
different customer groups or segments; and

(3) how the organization obtains objective and reliable information on customer
satisfaction relative to its competitors and/or similar organizations inside or outside
government.

Notes:

N1. Customer satisfaction measurement might
include both a numerical rating scale and de-
scriptors for each unit in the scale. Effective
(actionable) customer satisfaction measurement
provides reliable information about customer
ratings of specific product and service features
and the relationship between these ratings and
the customer’s likely future actions—repurchase
and/or positive response or referral. Product and
service features might include overall value and
price.

15

N2. The organization’s products and services
might be provided to end users via other organi-
zations such as other units or agencies. Thus,
“customer groups or segments” should take into
account these other providers as well as the end
users.

N3. Information on trends and levels in mea-
sures and/or indicators of complaint handling
effectiveness such as complaint response time,
effective resolution, and percent of complaints
resolved on first contact should be reported in
Item 7.5.
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4 Information and Analysis (80 pts)

The Information and Analysis Category examines the management and effectiveness of
the use of data and information to support key organization processes and the
organization’s performance management system.

4.1 Selection and Use of Information and Data (25 pts.)

m A Describe the organization’s selection, management, and use of information and data
needed to support key organization processes and improve organization performance.

m D In your response, address the following Area:
D R a. Selection and Use of Information and Data

Describe:

(1) the main types of information and data, financial and non-financial, and how each
type relates to key organization processes and goals. Briefly explain how the infor-
mation and data are integrated into measurements that can be used to track and
improve the organization’s performance.

(2) how the information and data are deployed to users to ensure alignment with key
organization goals;

(3) how key user requirements, including rapid access and reliability, are met; and

(4) how information and data, their deployment, and effectiveness of use are evaluated,
improved, and kept current with changing business or mission needs.

Notes:

N1. “Users” [4. 1a(2,3)] refers to organization N2. Deployment of information and data might
work units and to those outside the organization be via electronic or other means. Reliability

who have access, e.g. customers, suppliers, and [4.1a(3)] includes software and delivery systems.

business partners, as appropriate.
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4.2 Selection and Use of Comparative Information and Data (15 pts.)

A
Olp
[ ]r

Describe the organization’s selection, management, and/or use of comparative informa-
tion and data to improve the organization’s overall performance and competitive posi-
tion.

a.

In your response, address the following Area:

Selection and Use of Compatrative Information and Data

Describe:
(1) how needs and priorities for comparative information and data are determined;

(2) the organization’s criteria for seeking sources of appropriate comparative information
and data—from within and outside of the organization’s agency, industry and/or mar-
kets;

(3) how comparative information and data are used to set stretch targets and/or to en-
courage performance breakthroughs; and

(4) how comparative information and data, their deployment, and effectiveness of use
are evaluated, improved, and kept current with changing business needs.

Note:

Comparative information and data include similar activities, inside or outside the
benchmarking and/or competitive comparisons. organization’s agency or industry. Competitive
Benchmarking refers to processes and results that comparisons refer to performance relative to direct
represent best practices and performance for competitors in the organization’s markets.

4.3 Analysis and Review of Organization Performance (40 pts.)

A
0/p
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Describe how the organization analyzes and reviews overall performance to assess
progress relative to plans and to identify key areas for improvement.
In your response, address the following Areas:
a. Analysis of Data
How performance data from all parts of the organization are integrated and analyzed to
assess overall organization performance in key areas. Describe the principal financial and
non-financial measures integrated and analyzed to determine:
(1) customer-related performance;
(2) operational performance, including product and service performance;
(3) competitive performance; and
(4) financial and/or market-related performance.
b. Review of Organization Performance
How organization performance and capabilities are reviewed to assess progress relative
to goals, plans, and changing business and mission needs. Describe how review findings
are translated into improvement priorities and deployed throughout the organization and,
as appropriate, to the organization’s suppliers and/or business or delivery partners.
Notes: N2. Performance results should be reported in Items
N1. Analysis includes trends, projections, 71,7.2,73 74,and 7.5.
comparisons, and cause-effect correlation N3. Responses to this Item might include information
intended to support the setting of priorities for on agencies’ annual performance reports developed
resource use. Accordingly, analysis draws pursuant to the Government Performance and Results
upon many types of data: operational, Act, and performance measures and measurement
customer-related, financial, and economic. systems developed for that purpose.
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5 Human Resource Development and Management

(120 pts.)

The Human Resource Development and Management Category examines how the
work force is enabled to develop and utilize its full potential, aligned with the
organization’s objectives. Also examined are the organization’s efforts to build and
maintain an environment conducive to performance excellence, full participation, and
personal and organizational growth.

5.1 Work Systems (45 pts.)

0la
Olp
[ R

Describe how the organization’s work and job design and its compensation and recog-
nition approaches enable and encourage all employees to contribute effectively to
achieving the organization’s performance and learning objectives.

In your response, address the following Areas:

a. Work and Job Design

How work and jobs, including those of managers at all levels in the organization, are de-

signed, organized, and managed to ensure:

(1) opportunities for individual initiative and self-directed responsibility in designing,
managing, and improving organization work processes;

(2) flexibility, cooperation, rapid response, and learning in addressing current and chang-
ing customer, mission and operational requirements; and

(3) effective communications, and knowledge and skill sharing across work functions,

units and locations.

b. Compensation and Recognition

How the organization’s compensation and recognition approaches for individuals and
groups, including managers at all levels in the organization, reinforce the overall work
systems, performance, and learning objectives.

Notes:

N1. Work design refers to how employees are
organized and/or organize themselves in formal
and informal, temporary or longer-term units.
This includes work teams, problem-solving
teams, functional units, cross-functional teams,
and departments—self managed or managed by
supervisors. Job design refers to responsibilities,
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authorities, and tasks assigned to individuals.

N2. Compensation and recognition refer to all
aspects of pay and reward, including promotions
and bonuses. This includes monetary and non-
monetary, formal and informal, and individual
and group compensation and recognition.
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5.2 Employee Education, Training and Development (45 pts.)

m A Describe how the organization’s education and training address key organization plans
and needs, including building knowledge and capabilities, and contributing to improved

m D employee performance and development.

I:l R In your response, address the following Area:

a. Employee Education, Training and Development

Describe:

(1) how education and training address the organization’s key performance plans and
needs, including longer-term employee development objectives;

(2) how education and training are designed to support the organization’s approach to
work and jobs. Include how the organization seeks input from employees and their
managers in education and training design;

(3) how education and training, including orientation of new employees, are delivered;
(4) how knowledge and skills are reinforced on the job; and

(5) how education and training are evaluated and improved, taking into account organi-
zation performance, employee development objectives, and costs of education and

training.
Notes:
N1. Education and training address the knowl- N2. Education and training delivery [5.2a(3J]
edge and skills employees need to meet their might occur inside or outside the organization
overall work and development objectives. and include on-the-job, classroom, computer-

based, or other types of delivery.

19



IV. AWARD CRITERIA

5.3 Employee Well-Being and Satisfaction (30 pts.)

0la
O|p
[ Ir

Describe how the organization maintains a work environment and work climate that
support the well-being, satisfaction, and motivation of employees.

In your response, address the following Areas:

a. Work Environment

How the organization maintains a safe and healthful work environment. Include how em-
ployee well-being factors such as health, safety, diversity and ergonomics are included in
improvement activities. Briefly describe key measures and targets for each important
factor. Note significant differences, if any, based upon different health and safety factors in
the work environments of employee groups or work units.

b. Employee Support Services

How the organization supports the well-being, satisfaction, and motivation of employees
via services, facilities, activities, and opportunities.

c. Employee Satisfaction

How the organization determines employee well-being, satisfaction, and motivation.

Include:

(1) a brief description of formal and informal methods used. Outline how the organiza-
tion determines the key factors that affect employee well-being, satisfaction, and
motivation and assesses its work climate. Note important differences in methods,
factors, or measures for different categories or types of employees, as appropriate;

and

(2) how the organization relates employee well-being, satisfaction, and motivation results
to key business or performance results and/or objectives to identify improvement

activities.

Notes:

N1. Services facilities, activities, and opportuni-
ties (5.3b) might include: counseling; career
development and employability services; recre-
ational or cultural activities; non-work-related
education; day care; special leave for family
responsibilities and/or for community service;
safety off the job; flexible work hours; out place-
ment; and retiree benefits, including extended
health care.

N2. Specific factors that might affect satisfaction,
well-being, and motivation include: effective
employee problem or grievance resolution;
safety; employee views of management; em-
ployee development and career opportunities;
employee preparation for changes in technology

20

or work organization; work environment;
workload; cooperation and teamwork; recogni-
tion; benefits; communications, job security;
compensation; diversity; equality of opportunity;
and capability to provide required services to
customers.

N3. Measures and/or indicators of well-being,
satisfaction, and motivation (5.3c) might include
safety, absenteeism, turnover, turnover rate for
customer-contact employees, grievances,
strikes, and worker compensation, as well as
results of surveys. Results relative to such mea-
sures and/or indicators should be reported in
Item 7.3.
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6 Process Management Category

(110 pts.)

The Process Management Category examines the key aspects of process management,
including customer focused design, product and service delivery processes, support
processes, and supplier and partnering processes involving all work units. The Category
examines how key processes are designed, effectively managed, and improved to
achieve better performance.

6.1 Management of Product and Service Processes (70 pts.)

A
Olp
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improved.

a. Design Processes

and service designs;

performance requirements; and

b. Production/Delivery Processes

aged and improved. Include:

and

Describe how new, significantly modified, and customized products and services are
designed. Describe how production/delivery processes are designed, implemented, and

In your response, address the following Areas:

How products, services, and production/delivery processes are designed. Include:
(1) how changing customer requirements and technology are incorporated into product

(2) how production/delivery processes are designed to meet quality and operational

(3) how design and production/delivery processes are coordinated to ensure the trouble-
free introduction and delivery of products and services.

How the organization’s key product and service production-delivery processes are man-

(1) a description of the key processes and their principal requirements;

(2) how the processes are managed to maintain process integrity and to ensure prod-
ucts and services will meet operational and customer requirements. Include a de-
scription of key in-process measurements and customer interactions, as appropriate;

(3) how product and service processes are evaluated and improved to achieve better
performance, including improvements to products and services, and the transfer of
learning to other organization units and projects.

Notes:

N1. The exact relationship of design processes to
production/delivery processes and the relative
importance of design processes depend on an
organization’s specific business or mission. For
example, a developer of customized products or
services would address this Item differently than
an innovation-intensive producer of high volume,
high technology products. Other approaches
would be appropriate for a small service organiza-
tion that develops new services where delivery
processes change depending on an ongoing
dialog with the customer.

N2. Responses to 6.1a(1) should include how
customer reviews of designs are accomplished, if
appropriate.
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N3. Responses to 6.1a(3) should include key
supplier participation, as appropriate.

N4. Process evaluation and improvement 6.1b(3)
could include process analysis, research and
development results, benchmarking, use of alter-
native technology, and information from internal
and external customers.

N5. Results of improvements in product and ser-
vice design and delivery processes, product and
service quality results, and results of improve-
ments in products and services should be re-
ported in Item 7.5.

NG6. Significant changes in products, services, and
production/delivery processes will often result
from strategic directions discussed in Iltem 2.2.
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6.2 Management of Support Processes (20 pts.)
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Describe how the organization’s key support processes are designed, managed, and

improved.

In your response, address the following Area:

a. Management of Support Processes

How key support processes are designed, managed, and improved so that current and

future requirements are met. Include:

(1) how key requirements are determined or set, incorporating input from internal and

external customers;

(2) how key support processes are designed to meet overall performance requirements;

(3) adescription of the key support processes and their principal requirements;

(4) how the processes are managed to maintain process performance and to ensure
results will meet operational and customer requirements. Include a description of key
in-process measurements and customer interactions, as appropriate; and

(5) how the processes are evaluated and improved to achieve better performance, in-

cluding cycle time.

Notes:

N1. The purpose of Item 6.2 is to permit organi-
zations to highlight separately the processes that
support the product and service design, and
production and delivery processes addressed in
Item 6 1. The support processes included in Item
6.2 depend on the factors relevant to the
organization’s business or mission. Thus, this
selection should be made by the organization.
Together, Items 6.1, 6.2, and 6.3 should cover all
key operations, processes and activities of all
work units.
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N2. Process evaluation and improvement 6.2a(5)
could include process analysis and research,
benchmarking, use of alternative technology,
and information from internal and external cus-
tomers. Information from external customers
could include information described in Items 3.2
and 4.3.

N3. Results of improvements in support pro-
cesses and performance of key support pro-
cesses should be reported in Item 7.5.
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6.3 Management of Supplier and Partnering Processes (20 pts.)

A
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Describe how the organization’s supplier and partnering processes, relationships, and
performance are managed and improved.

In your response, address the following Area:
a. Management of Supplier and Partnering Processes

Describe:

(1) how supplier and partnering processes are designed to meet overall performance
requirements, including how key suppliers and partners are selected, as appropriate.
Include a brief summary of the principal performance requirements for key suppliers
and partners;

(2) how the organization ensures that these requirements are met. Include a description
of key measures, expected performance levels, and how performance information is
fed back to suppliers and partners; and

(3) how the organization evaluates and improves its management of supplier and
partnering processes to achieve better performance. Discuss current actions and
plans to improve suppliers’ and partners’ abilities to contribute to achieving your
organization’s performance goals. Include actions to minimize costs associated with
inspection, test, or other performance audits; and actions to enhance supplier and
partner knowledge of your organization’s needs and their ability to respond to those
needs.

Note:

Results of improvements in supplier and
partnering processes and supplier/partner perfor-
mance results should be reported in Item 7. 4.
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7 Business Results (400 pts.)

The Business Results Category examines the organization’s performance and improve-
ment in the key business areas of customer satisfaction, overall financial/program
performance, human resource, supplier and partner performance, and operational per-
formance. Also examined are performance levels relative to competitors.

7.1 Customer Satisfaction Results (110 pts.)

Summarize the organization’s customer satisfaction and dissatisfaction results.
In your response, address the following Area:

a. Customer Satisfaction Results

S

Summarize current levels and trends for key measures and/or indicators of customer sat-
isfaction and dissatisfaction, including satisfaction relative to competitors and/or similar
organizations inside or outside government.

Notes:

N1. Customer satisfaction results reported in this N3. Measures and/or indicators of satisfaction
Item derive from determination methods de- relative to competitors and/or similar organiza-
scribed in Item 3.2. tions inside or outside government might include

objective information and data from customers
and independent organizations. Comparative
performance of products and services should be
addressed in Item 7.5.

N2. Measures and/or indicators of customer
satisfaction and satisfaction relative to competi-
tors and/or similar organizations inside or out-
side government may include information on
customer-perceived value.
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7.2 Overall Financial and Performance Results (110 pts.)
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Summarize the organization’s key financial and overall performance results.
In your response, address the following Area:
a. Financial/Program Results

Provide results of:

(1) financial performance, including aggregate measures of financial return and/or eco-
nomic value, as appropriate; and fiscal stewardship performance, including resource
utilization and overall financial management of the organization’s business.

(2) overall operating and/or program performance, including attainment of performance
goals and objectives not reflected in aggregate measures of financial performance
reported in 7.2a.(1) above or Item 7.5.

For all quantitative measures and/or indicators of performance, provide current levels and

trends. Include appropriate comparative data.

Notes:

N1. Responses to 7.2a(1) might include aggregate
financial measures such as return on investment
(ROI), budget and resource utilization, and other
fiscal responsibility, liquidity and financial activity
measures.

N2. Responses to 7.2a(2) might include non-finan-
cial measures of operating and/or program perfor-
mance used to define the overall level of
performance achieved by the activity or program,
such as progress in meeting performance out-
comes, and goals and objectives established to
meet the requirements of the Government Perfor-

mance and Results Act.

N3. For those organizations involved in market-type
activities, key results presented in response to
7.2a(2) are often measured in terms of financial and
market performance, as they are in private sector
commercial activities. For others in the public sector
which do not operate in a market environment, non-
financial and non-market measures are the most
useful measures of operating and/or program per-
formance. Accordingly, respondents are given
flexibility to report results in 7.2a(1) and/or 7.21(2),
as appropriate.

7.3 Human Resource Results (45 pts.)
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Summarize the organization’s human resource results, including employee well-being,
satisfaction, development, and work system performance.

In your response, address the following Area:
a. Human Resource Results

Summarize current levels and trends in key measures and/or indicators of employee well-
being, satisfaction, development, work system improvement, and effectiveness. Address
all categories and types of employees, as appropriate. Include appropriate comparative
data.

Notes:

N1. The results reported in this Item should
address results from activities described in Cat-

ees, grievances, strikes,worker compensation,
innovation and suggestion rates, courses com-

egory 5. The results should be responsive to key
process needs described in Category 6, and the
organization and human resource strategy de-
scribed in Item 2.2.

N2. Appropriate indicators of employee satisfac-
tion, diversity, well-being, development, and

effectiveness include safety, absenteeism, turn-
over, turnover rate for customer contact employ-
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pleted, and cross-training, as well as results of
employee surveys.

N3. Appropriate measures and/or indicators of
work system improvements and effectiveness
might include job and job classification simplifica-
tion, job rotation, work layout, work locations, and
changing supervisory ratios.
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7.4 Supplier and Partner Results (25 pts.)
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Summarize results of the organization’s supplier and partner performance.
In your response, address the following Area:
a. Supplier and Partner Results

Summarize current levels and trends in key measures and/or indicators of supplier and
partner performance. Include organization cost and/or performance improvements attrib-
uted to supplier and partner performance, as appropriate. Include appropriate compara-
tive data.

Note:

The results reported in this Item should relate
directly to processes and requirements described
in Item 6.3.

Organization-Specific Results (110 pts.)

Summarize key organization operational performance results that significantly contrib-
ute to key organization goals—customer satisfaction, operational effectiveness, finan-
cial, and overall operating and/or program performance.

In your response, address the following Area:
a. Organization-Specific Results

Summarize key organization-specific results which indicate progress in meeting broad
performance goals and objectives, such as: product and service quality and performance;
key process performance; productivity, cycle time, and other effectiveness and efficiency
measures; regulatory/legal compliance; and other results supporting the organization’s
strategy, such as new product or service introductions. For all quantitative measures and/
or indicators of performance, provide current levels and trends. Include appropriate com-
parative data.

Notes:

N1. Results reported in Item 7.5 should include
results not reported in Items 7.1, 7.2, 7.3, and
7.4, and that address key organization require-
ments and progress toward key organization
goals as presented in the Organizational Over-
view, and ltems 1.1, 2.2, 6 1 and 6.2.

N2. Results reported in Item 7.5 should provide
key information for analysis and review of organi-
zation performance (Item 4.3) and should pro-
vide the operational basis for organization
financial, and overall operating and/or program
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results (Item 7.2) and customer satisfaction
(ltem 7.1). Information presented here might be
performance indicators used in an organization’s
annual performance plan as internal or interme-
diate measures of progress toward meeting
overall performance goals and objectives estab-
lished under the requirements of the Govern-
ment Performance and Results Act.

N3. Regulatory/legal compliance results re-
ported in Item 7.5 should address requirements
described in Item 1.2.



V. Category, Item and Area Descriptions

Leadership (Category 1)

Leadership is the focal point within the Criteria for presenting the organization’s senior
leadership management style and describing how the senior leaders guide the or-
ganization in setting directions. This Category includes how the senior leaders create a
leadership system, based upon clear values and high performance expectations, that
addresses the needs of all stakeholders. Senior leaders are defined as the applicant’s
highest ranking official and those reporting to that official. A leadership system is defined
as the structure and methods that create organizational performance excellence. This
Category includes the organization’s responsibilities to the public and how the organiza-
tion practices good citizenship.

1.1

1.2

Leadership System

This Item addresses how the organization’s senior leaders set directions and build
and sustain a leadership system conducive to high performance, individual develop-
ment, initiative, and organizational learning. The Item asks how leadership takes into
account all key stakeholders—customers, employees, suppliers, partners, Congress,
the public, and the community.

The Item calls for information on the major aspects of leadership—creating values
and expectations; setting directions; projecting a strong customer focus; developing
and maintaining an effective leadership system; and effectively communicating val-
ues, directions, expectations, and a strong customer focus. Setting directions includes
creating future opportunities for the organization and its stakeholders. An effective
leadership system is focused on continuously learning to improve overall perfor-
mance, including the senior leaders’ own leadership skills, creating work processes
that support efficient and effective accomplishment of performance objectives, and
enhancing customer focus. Effective communication includes ongoing demonstra-
tions that stated values, directions, and expectations are indeed the basis for the
organization’s key decisions and actions. Communications need to include perfor-
mance objectives and measures that help provide focus as well as alignment of
organization units and work processes.

This Item includes the senior leaders’ roles in reviewing overall organization perfor-
mance. This aspect of leadership is crucial because reviews help to build consistency
between goals and the allocation of resources. A major aim is to create organizations
that are flexible and responsive—changing easily to adapt to new needs and opportu-
nities. Through their roles in developing strategy and reviewing organization
performance, senior leaders develop leadership and create an organization capable of
adapting to changing opportunities and requirements.

Organization Responsibility and Citizenship

This Item addresses how the organization integrates its values and expectations
regarding its public responsibilities and citizenship into its performance management
practices.
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V. CATEGORY, ITEM AND AREA DESCRIPTIONS

Area 1.2a calls for information on how the organization addresses two basic aspects
of public responsibility in planning facilities, products, services, and operations:

(1) making legal and ethical requirements and risk factors an integral part of perfor-
mance management and improvement; and (2) sensitivity to issues of societal
concern, whether or not these issues are currently embodied in law.

Fulfilling public responsibilities means not only meeting all local, state, and Federal
laws and regulatory requirements, but also treating these and related requirements as
areas for improvement—beyond mere compliance. This means that the organization
should maintain constant awareness of potential public impacts related to its prod-
ucts, services, facilities, and operations.

Area 1.2b calls for information on how the organization practices good citizenship in
its key communities. The issues in this Area relate to the organization as a contribut-
ing member of different types of communities and as a positive influence upon other
organizations. Opportunities for involvement and leadership include efforts by the
organization and its employees to strengthen community services, education, health
care, the environment, and practices of governmental, trade, and business associa-
tions. The level of involvement and leadership is dependent upon organization size
and resources. Activities include community service by employees that is encour-
aged, supported, and recognized by the organization. For example, organizations and
their employees could help to influence the adoption of higher standards in education
by communicating employability requirements to schools and to other education
organizations. Organizations could partner with other governmental organizations,
businesses and health care providers to improve health in the local community by
providing education and volunteer services to address public health issues. Organiza-
tions also could partner to influence governmental, trade, and business associations
to engage in generally beneficial cooperative activities, such as the sharing of best
practices to improve overall performance excellence.

Strategic Planning (Category 2)

Strategic Planning addresses strategic and performance planning and deployment of
plans. This includes effective development, translation, and deployment of overall cus-
tomer and operational performance requirements derived from strategy. The Category
stresses that customer-driven quality and operational performance excellence are key
strategic performance issues that need to be an integral part of overall organization plan-
ning.

Specifically:

= customer-driven quality is a strategic view of quality. The focus is on the drivers of
customer satisfaction, customer retention, and new markets—key factors in competi-
tiveness, fiscal responsibility, and performance excellence.

= operational performance improvement contributes to short-term and longer-term
productivity growth and cost/price competitiveness. Building operational capability—
including speed, responsiveness, and flexibility—represents an investment in strength-
ening competitive fitness.
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The Criteria emphasize that improvement and learning must be integral parts of the daily
activity of all work units. The special role of Strategic Planning is to guide daily work,
aligning it with the organization’s strategic directions, thereby ensuring that improvement
reinforces organization priorities.

The Strategic Planning Category examines how organizations:

= understand the key customer and operational requirements as inputs to setting strategic
directions. This will help ensure that ongoing process improvements will be aligned
with the organization’s strategic directions.

= optimize the use of resources and ensure bridging between short-term and longer-term
requirements that may entail capital expenditures, training, etc.

= ensure that deployment will be effective—that there are mechanisms to transmit re-
quirements and achieve alignment on three basic levels: (1) organization/executive
level; (2) the key process level; and (3) the work unitZindividual job level.

The Strategic Planning Category requirements are intended to encourage strategic think-
ing and acting—to develop a basis for sustained high level performance against strategic
goals and objectives. These requirements do not imply formalized plans, planning sys-
tems, departments, or specific planning cycles. Nor does the Strategic Planning Category
imply that all improvements could or should be planned in advance. Rather, the Category
recognizes that an effective improvement system combines improvements of many types
and extents and requires clear strategic guidance, particularly when improvement alterna-
tives compete for scarce resources. In most cases, priority setting depends heavily upon a
cost rationale. However, there might also be critical requirements such as public responsi-
bilities which are not driven by cost considerations alone.

2.1 Strategy Development Process
This Item addresses how the organization develops its view of the future, sets strate-
gic directions, and translates these directions into a clear and actionable basis for
communicating, deploying, and aligning critical requirements. Appropriate for inclu-
sion in this Item is a description of how the organization develops strategic and
performance plans to meet the provisions of the Government Performance and Re-
sults Act.

The focus of the Item is on performance excellence and competitive leadership. Such
leadership usually depends upon attainment of mission-related outcomes, goals and
objectives, as well as on operational effectiveness. This requires the creation of a view
of the future that takes into account not only the current mission environment, mar-
kets or segments to compete in but also how to adjust to changing requirements and
how to compete. “How to compete” presents many options and requires a good
understanding of the organization’s and competitors’ strengths and weaknesses.
Operationalizing the strategy in the form of action plans is intended to highlight the
importance of clear and measurable performance objectives. These objectives serve to
guide the design and management of key processes. The objectives may also serve to
align communications and compensation and recognition systems with performance
objectives. Although no specific time horizon is included, the thrust of the Item is
sustained competitive and performance excellence leadership.
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2.2

Area 2.1a calls for information on all of the key influences, challenges, and require-
ments that might affect the organization’s future opportunities and directions

— taking as long a view as possible. The main purpose of the Area is to provide a
thorough and realistic context for the development of a customer-, market- and mis-
sion-focused strategy to guide ongoing decision making, resource allocation, and
organization-wide management. An increasingly important part of strategic planning
is projecting the future mission and/or competitive environment. The purposes of
such projections are to detect and reduce threats, to shorten reaction time, and to
identify opportunities. Organizations might use a variety of modeling, scenarios, or
other techniques and judgments to project the competitive environment.

Pricing is also increasingly important to competitive success and customer satisfac-
tion. Often this means that organizations’ strategies need to address cost levels
dictated by anticipated price levels, rather than planning to set prices to cover their
costs.

Area 2.1b calls for information on how strategy is translated into a clear and action-
able basis for operationalizing and deploying critical requirements. An extremely
important part of this translation involves the selection of key measures and/or indi-
cators that can be used to track performance.

Organization Strategy

This item addresses the organization’s action plans and how they are deployed. The
Item also calls for a projection of the organization’s performance. The main thrusts of
the Item are effective operationalizing of the organization’s directions, incorporating
measures that permit clear communication, and tracking of progress and perfor-
mance. The organization strategy may include how the organization deploys strategic
and performance plans to meet the major provisions of the Government Performance
and Results Act.

Area 2.2a calls for information on the organization’s action plans and how these plans
are deployed. This includes spelling out key performance requirements and mea-
sures, as well as aligning work unit, supplier, and/or partner plans. Of central
importance in this Area is how alignment and consistency are achieved—such as
through key processes and measurements. These are also intended to provide a basis
for prioritizing ongoing improvement activities—part of the daily tasks of all work
units.

Area 2.2b addresses key human resource plans, those supporting the overall strategy
and action plans. Examples of human resource plan elements that might be part of a
comprehensive plan are:

= redesigns of work organizations and/or jobs to increase employee responsibility
and decision making;

= initiatives to promote labor-management cooperation, such as partnerships with
unions;

= creation or modification of compensation and recognition systems based on build-
ing shareholder value and/or customer satisfaction;
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= creation or redesign of employee surveys to better assess the factors in the work
climate that contribute to or inhibit high performance;

= prioritization of employee problems based upon potential impact on productivity;
= development of hiring criteria and/or standards;

= creation of opportunities for employees to learn and use skills that go beyond cur-
rent job assignments through the redesign of processes or organizations;

= education and training initiatives, including those that involve developmental as-
signments;

= formation of partnerships with educational institutions to develop employees or to
help ensure the future supply of well-prepared employees;

= establishment of partnerships with other organizations and/or networks to share
training and/or spread job opportunities;

= introduction of distance learning or other technology based learning approaches;
and

= integration of customer and employee surveys.

Area 2.2c calls for a two-to-six year projection of key measures and/or indicators of
the organization’s performance. It also calls for a comparison of projected perfor-
mance versus competitors and/or similar organizations inside or outside government
within or outside of the government, and key benchmarks. This projection/compari-
son is intended to encourage organizations to improve their ability to understand and
track dynamic, competitive performance factors. Through this tracking process, orga-
nizations should be better prepared to take into account their rates of improvement
relative to competitors and/or similar organizations inside or outside government as
a diagnostic management tool.

Customer Focus (Category 3)

Customer Focus is the focal point within the Criteria for examining how the organization
seeks to understand the voices of customers and of the marketplace. The Category stresses
relationship enhancement as an important part of an overall listening and learning strat-
egy. Vital information for understanding the voices of customers and of the marketplace
must come from customer satisfaction results. In many cases, these results and trends
provide the most meaningful information, not only on customers’ views, but also on their
marketplace behaviors—repeat business and positive referrals.

3.1 Customer and Market Knowledge
This Item examines how the organization determines emerging customer require-
ments and expectations. In a rapidly changing public service and competitive
environment, many factors may affect customer preference and customer loyalty,
making it necessary to listen and learn on a continuous basis. To be effective, such
listening and learning need to have a close connection with the organization’s overall
mission and business strategy. For example, if the organization customizes its prod-
ucts and services, the listening and learning strategy needs to be backed by a capable
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3.2

information system—one that rapidly accumulates information about customers and
makes this information available where needed throughout the organization or the
overall value chain.

A wide variety of listening and learning strategies should be used. Selection depends
upon the type and size of business and other factors.

Examples of approaches that might be part of listening and learning strategies are:
= relationship building, including close integration with customers;

= rapid innovation and field trials of products and services to better link research
and development (R&D) and design to the market and/or mission requirements;

= close tracking of technological, competitive, societal, environmental, economic, and
demographic factors that may bear upon customer requirements, expectations,
preferences, or alternatives;

= focus groups with demanding or leading-edge customers;
= training of employees, particularly front-
= line employees, in customer listening;

= use of critical incidents such as complaints to understand key service attributes
from the point of view of customers and front line employees;

= interviewing lost customers to determine the factors they use in their purchasing
decisions;

= won/lost and comparative analysis relative to competitors and/or similar organi-
zations inside or outside government;

= post-transaction follow up; and
= analysis of major factors affecting key customers.

Other information sought in this Item includes how organizations recognize seg-
ments, customers of competitors or similar organizations inside or outside
government, and/or other potential customers. Accordingly, the Item addresses how
the organization tailors its listening and learning to different groups and segments.
For example, a relationship strategy might be possible with some groups, but not
with others. Other information sought relates to sensitivity to specific product and
service requirements and their relative importance or value to customer groups. This
determination should be supported by the use of data and information, such as com-
plaints and gains and losses of customers, from current customers and markets.

Customer Satisfaction and Relationship Enhancement

This Item addresses how the organization effectively manages its responses to and
follow-ups with customers. Relationship enhancement provides a potentially impor-
tant means for organizations to understand and manage customer expectations. Also,
front line employees may provide vital information to build partnerships and other
longer-term relationships with customers.
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This Item also addresses how the organization determines customer satisfaction and
satisfaction relative to competitors and/or similar organizations inside or outside
government. Satisfaction relative to competitors and/or similar organizations inside
or outside government and the factors that lead to preference are of critical impor-
tance to managing in a dynamic and/or competitive environment.

Overall, Item 3.2 emphasizes the importance of getting actionable information such as
complaints and feedback from customer contacts. To be actionable, the information
gathered should meet two conditions: (1) responses are tied directly to key operating
processes, so that what needs to be improved is clear; and (2) responses are translated
into cost/revenue or cost/effectiveness implications to support the setting of im-
provement priorities.

Area 3.2a calls for information on how the organization provides easy access for cus-
tomers seeking information or assistance and/or to comment and complain. The Area
calls for information on how customer contact requirements are determined and de-
ployed. Such deployment needs to take into account all key points in the response
chain—all units or individuals in the organization that make effective responses pos-
sible.

Area 3.2a also addresses the complaint management process. The principal issue is
prompt and effective resolution of complaints, including recovery of customer confi-
dence. However, the Area also addresses how the organization learns from
complaints and ensures that production/delivery process employees receive informa-
tion needed to eliminate the causes of complaints. Effective elimination of the causes
of complaints involves aggregation of complaint information from all sources for
evaluation and use throughout the organization.

The complaint management process might include analysis and priority setting for
improvement projects based upon the potential cost impact of complaints, taking into
account customer retention related to resolution effectiveness.

Area 3.2b addresses how the organization determines customer satisfaction. Three
types of requirements are considered:

= how the organization follows up with customers regarding products, services, and
recent transactions to determine satisfaction and to resolve problems.

= how the organization gathers information on customer satisfaction, including any
important differences in approaches for different customer groups or segments.
This highlights the importance of the measurement scale in determining those fac-
tors that best reflect customers’ behaviors—repurchase, new business, and positive
response to products or services.

= how satisfaction relative to competitors and/or similar organizations inside or out-
side government is determined. Such information might be derived from
organization-based comparative studies or studies made by independent organiza-
tions. The purpose of this comparison is to develop information that can be used
for improving performance relative to competitors or mission objectives and to
better understand the factors that drive markets and mission accomplishment.
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Information and Analysis (Category 4)

Information and Analysis is the main point within the Criteria for all key information to
effectively manage the organization and to drive improvement of organization perfor-
mance and competitiveness. In simplest terms, Category 4 is the “brain center” for the
alignment of an organization’s operations with its strategic directions. However, since
information, information technology, and analysis might themselves be primary sources of
competitive advantage and productivity growth, the Category also includes such strategic
considerations.

4.1 Selection and Use of Information and Data
This Item addresses the organization’s selection, use, and management of information
and data to support overall performance goals, with emphasis on process manage-
ment and performance improvement. Overall, the Item represents a key foundation
for a performance-oriented organization that effectively utilizes non-financial and
financial information and data.

The Item examines the main types of data, financial and non-financial, and how each
type relates to key organization processes. In addition, the Item examines a central
requirement in an effective performance management system—the integration of in-
formation and data into measurements. Also examined is the deployment of
information and data to users, with emphasis on alignment of data and information
with key goals. The effective management of the information/data system itself—
rapid access and reliability—is examined in connection with user requirements.
Finally, the Item examines how overall requirements, including effectiveness of use,
deployment, and ability to keep current with changing business or mission needs, are
met.

Although the main focus of this Item is on information and data for the effective man-
agement of performance, information, data, and information technology often have
major strategic significance as well. For example, information technology could be
used to accumulate and disseminate unique knowledge about customers and mar-
kets, which would enable the organization to quickly “customize” products and
services. Also, information technology and the information and data made available
through such technology could be of special advantage in networks or alliances with
other organizations. Responses to this Item should take into account such strategic
use of information and data. Accordingly, “users” should then be interpreted as busi-
ness or program- delivery partners as well as organization units.

4.2 Selection and Use of Comparative Information and Data
This Item addresses external drivers of improvement—data and information related
to competitors and/or best practices. Such data usually have both operational and
strategic value.

The Item calls for information on how competitive comparisons and benchmarking

information are selected and used to help drive improvement of overall organization
performance. The Item addresses the key aspects of effective selection and use of
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competitive comparisons and/or benchmarking information and data; determination
of needs and priorities; criteria for seeking appropriate information from within and
outside of the organization’s agency, industry, and/or markets; and use of informa-
tion and data to set stretch targets and to promote major improvements in areas most
critical to competitive and/or organizational strategy.

The Item also calls for information on how the organization evaluates and improves
its processes for selecting and using competitive and/or benchmark information to
improve planning, to drive improvement of performance and/or competitive posi-
tion, and to keep current with changing business needs.

The major premises underlying this Item are: (1) organizations facing tough competi-
tion and increasing public demands need to “know where they stand” relative to
competitors and/or similar organizations inside or outside of government, and to
best practices; (2) comparative and benchmarking information often provide impetus
for significant (breakthrough) improvement and might alert organizations to competi-
tive threats and new practices; and (3) organizations need to understand their own
processes and the processes of others, before they compare performance levels.
Benchmarking information may also support business analysis and decisions relating
to core competencies, alliances, and outsourcing.

4.3 Analysis and Review of Organization Performance
This Item addresses organization-level analysis and performance—the principal basis
for guiding an organization’s process management toward key mission and business
results. Despite the importance of individual facts and data, they do not usually pro-
vide a sound basis for actions or priorities. Actions depend upon understanding
cause/effect connections among processes and between processes and mission and
business results. Process actions may have many resource implications; results may
have many cost and revenue implications as well. Given that resources for improve-
ment are limited, and cause/effect connections are often unclear, there is a critical
need to provide a sound analytical basis for decisions.

A close connection between analysis and performance review helps to ensure that
analysis is kept relevant to decision making. This Item is the central analysis point in
an integrated information and data system. This system is built around financial and
non-financial information and data.

Area 4.3a examines how information and data from all parts of the organization are
aggregated and analyzed to assess overall organization performance. The Area covers
four key aspects of performance—customer-related, operational, competitive, and
financial/market.

Analyses that organizations perform to gain an understanding of performance vary
widely. Selection depends upon many factors, including business type, size, and com-
petitive position. Examples include:

= how the organization’s product and service quality improvement correlates with
key customer indicators such as customer satisfaction, customer retention, and
market share;
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= cost/revenue and cost/effectiveness implications of customer-related problems
and problem resolution effectiveness;

= interpretation of market share changes, where appropriate, in terms of customer
gains and losses and changes in customer satisfaction;

= trends in improvement of key operational performance indicators such as produc-
tivity, cycle time, waste reduction, new product introduction, and defect levels;

= financial benefits from improved employee safety, absenteeism, and turnover;
= benefits and costs associated with education and training;

= how the organization’s ability to identify and meet employee requirements corre-
lates with employee retention, motivation, and productivity;

= cost/revenue and cost/effectiveness implications of employee-related problems
and problem resolution effectiveness;

= trends in individual measures of productivity such as manpower productivity;

= working capital productivity relative to competitors and/or similar organizations
inside or outside government;

= individual or aggregate measures of productivity relative to competitors and/or
similar organizations inside or outside government;

= performance trends relative to competitors on key quality attributes;

= cost trends relative to competitors and/or similar organizations inside or outside
government;

= relationships between product/service quality and operational performance indi-
cators and overall organization financial performance trends as reflected in
indicators such as operating costs, revenues, asset utilization, and value added per
employee;

= allocation of resources among alternative improvement projects based on cost/
revenue and cost/effectiveness implications and improvement potential;

= net earnings derived from quality/operational/human resource performance im-
provements;

e comparisons among organization units showing how quality and operational per-
formance improvement affect financial performance;

= trends in aggregate measures such as total factor productivity; and
= trends in economic and/or market indicators of value.

Area 4.3b examines how the organization reviews performance and capabilities and
uses the review findings to improve performance and capabilities relative to goals
and plans.

Such reviews also need to take into account changing business and mission needs. An
important part of this review is the translation of review findings into an action plan,
sufficiently specific so that deployment throughout the organization and to suppli-
ers/partners is possible.
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Human Resource Development and Management (Category 5)

Human Resource Development and Management is the focal point within the Criteria for
all key human resource practices—those directed toward the creation of a high perfor-
mance workplace and toward the development of employees to enable them and the
organization to adapt to change. The Category addresses human resource development
and management requirements in an integrated way, aligned with the organization’s
strategic directions.

In order to ensure the basic alignment of human resource management with organization
strategy, the Criteria address human resource planning as an integral part of organization
planning in the Strategic Planning Category.

5.1 Work Systems
This Item addresses how the organization’s work and job design, compensation, and
recognition approaches enable and encourage all employees to contribute effectively.
The Item is not only concerned with current and near-term performance objectives,
but also with individual and organizational learning—enabling adaptation to change.

Area 5.1a calls for information on work and job design and work organizations. The
basic aim of such design and organizations should be to enable employees to exercise
discretion and decision making, leading to flexibility and rapid response to the
changing requirements of the marketplace. Examples of approaches to create flexibil-
ity in work design might include simplification of job classifications, cross-training,
job rotation, work layout, and work locations. It might also entail use of technology
and changed flow of information to support local decision making.

Effective job design and flexible work organizations are necessary but may not be
sufficient to ensure high performance. Work, job, and organization designs need to be
backed by information systems. education, and appropriate training to ensure that
information flow supports the job and work designs. Also important is effective
communication across functions and work units to ensure focus on customer require-
ments. In some cases, teams might involve individuals in different locations linked
via computers or conferencing technology.

Area 5.1b addresses the important alignment of incentives with work systems. The
basic thrust of this Area is the consistency between the organization’s compensation
and recognition system and its work structures and processes.

The Area calls for information on employee compensation and recognition—how
these reinforce high performance job design, work organizations, and teamwork. To
be effective, compensation and recognition might need to be based, wholly or in part,
upon demonstrated skills and/or evaluation by peers in teams and networks.

Compensation and recognition approaches could include gain sharing and compen-
sation based on skill building, use of new skills, and demonstrations of self-learning.
The approaches could also be based on the linkage to customer retention or other
performance objectives.
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5.2 Employee Education, Training and Development
This Item addresses how the organization develops the work force via education,
training, and on-the job reinforcement of knowledge and skills. Development is in-
tended to meet the needs of a high performance workplace, accommodating to
change.

Education and training address the knowledge and skills employees need to meet
their overall work and personal objectives. Depending upon the nature of the
organization’s work and the employees’ responsibilities and stage of development,
education and training needs might vary greatly. Examples include leadership skills,
communications, teamwork, problem solving, interpreting and using data, meeting
customer requirements, process analysis, process simplification, waste reduction,
cycle time reduction, error proofing, priority setting based upon cost and benefit data,
and other training that affects employee effectiveness, efficiency, and safety. It might
also include basic skills such as reading, writing, language, and arithmetic.

The Item calls for information on key performance and learning objectives, and how
education and training are designed, delivered, reinforced, and evaluated, with spe-
cial emphasis given to on-the-job application of knowledge and skills. The Item
emphasizes the importance of the involvement of employees and their managers in
the design of training, including clear identification of specific needs. This involves
job analysis—understanding the types and levels of the skills required and the timeli-
ness of training. Determining specific education and training needs might include use
of organization assessment or employee self-assessment to determine and/or com-
pare skill levels for progression within the organization or elsewhere.

Education and training delivery might occur inside or outside of the organization and
involve on-the-job, classroom, computer based, or other types of delivery. This in-
cludes the use of developmental assignments within or outside the organization to
enhance employees’ career opportunities and employability.

The Item also emphasizes evaluations of education and training. Such evaluations
could take into account managers’ evaluations, employee self evaluations, and peer
evaluations of value received through education and training relative to needs identi-
fied in design. Evaluation could also address factors such as the effectiveness of
education and training delivery, impact on work unit performance, costs of delivery
alternatives, and benefit/cost ratios.

Although the Item does not explicitly call for information on the training for cus-
tomer contact employees, such training usually entails: (a) acquiring key knowledge
and skills, including knowledge of products and services; (b) listening to customers;
(c) soliciting comments from customers; (d) anticipating and handling problems or
failures (recovery); (e) developing skills in customer retention; and (f) learning how to
effectively manage expectations.
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5.3 Employee Well-Being and Satisfaction
This Item addresses the work environment, the work motivational climate, and
how they are tailored to foster the well-being, satisfaction, and development of all
employees.

Area 5.3a calls for information regarding a safe and healthful work environment to
determine how the organization includes such factors in its planning and improve-
ment activities. Important factors in this Area include establishing appropriate
measures and targets and recognizing that employee groups might experience very
different environments.

Area 5.3b calls for information on the organization’s approach to enhance employee
well-being, satisfaction, and growth potential based upon a holistic view of employ-
ees as key stakeholders. The Area emphasizes that the organization needs to consider
a variety of services, facilities, activities, and opportunities to build well-being and
satisfaction.

Most organizations, regardless of size, have many opportunities to contribute to em-
ployee satisfaction. Examples of services, facilities, activities, and other opportunities
are: personal and career counseling; career development and employability services;
recreational or cultural activities; non-work related education; day care; special leave
for family responsibilities and/or for community services; safety off the job; flexible
work hours; and out placement. These services also might include career enhance-
ment activities such as skills assessment, helping employees develop learning
objectives and plans, and employability assessment.

Area 5.3c calls for information on how the organization determines employee satisfac-
tion, well-being, and motivation. The Area recognizes that many factors might affect
employee motivation. Although satisfaction with pay and promotion potential is im-
portant, these factors might not be adequate to assess the overall climate for
motivation and high performance. For this reason, the organization might need to
consider a variety of factors in the work environment to determine the key factors in
motivation. Examples of specific factors which might affect satisfaction, well-being,
and motivation are: effective employee problem or grievance resolution; safety; em-
ployee views of leadership and management; employee development and career
opportunities; employee preparation for changes in technology or work organization;
work environment; workload; cooperation and teamwork; recognition; benefits; com-
munications; job security; compensation; equality of opportunity; and capability to
provide required services to customers.

In addition to survey results, other measures and/or indicators of satisfaction, well-
being, and motivation might include safety, absenteeism, turnover, turnover rate for
customer-contact employees, grievances, strikes, and worker compensation. Factors
inhibiting motivation need to be prioritized and addressed. Further understanding of
these factors could be developed through exit interviews with departing employees.

The Area also addresses how the information and data on the satisfaction, well-being,
and motivation of employees are actually used in improvement activities. Such activi-
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ties might draw upon human resource results presented in Item 7.3. Such use might
involve developing priorities for addressing employee problems based on impact on
productivity.

Process Management (Category 6)

Process Management is the focal point within the Criteria for all key work processes. Built
into the Category are the central requirements for efficient and effective process manage-
ment—effective design, a prevention orientation, evaluation and continuous improve-
ment, linkage to suppliers and partners, and overall high performance.

An increasingly important concept in all aspects of process management and organiza-
tional design is flexibility. In simplest terms, flexibility refers to the ability to adapt quickly
and effectively to changing requirements, expectations and opportunities. Depending on
the nature of the organizational strategy, mission and/or markets, flexibility might mean
rapid changeover from one product or service to another, rapid response to changing
demands, or the ability to produce a wide range of customized services. Flexibility might
demand special strategies such as unique service designs, sharing of components, sharing
of service delivery systems, and specialized training. Flexibility also increasingly involves
outsourcing decisions, agreements with key suppliers and partners, and novel partnering
arrangements.

6.1 Management of Product and Service Processes
This Item examines how the organization designs, introduces, produces, delivers, and
improves its products and services. It also examines how production/delivery pro-
cesses are maintained and improved. important to the management of these processes
is the trouble-free introduction of new products and services. This requires effective
coordination, starting early in the product and service design phase. The Item also
examines organizational learning, through a focus on how leanings in one process or
organization unit are replicated and added to the knowledge base of other projects or
organization units.

Area 6.1a calls for information on the design of products, services, and their produc-
tion/delivery processes. Three aspects of this design are examined: (1) how changing
customer requirements and technology are incorporated into product and service
designs; (2) how production/delivery processes are designed to meet quality and
operational performance requirements; and (3) how design and production/delivery
processes are coordinated to ensure trouble free introduction and delivery of products
and services.

Design approaches could differ appreciably depending upon the nature of the prod-
ucts/services; entirely new, variants, major or minor process changes. Responses
should reflect the key requirements for the organization’s products and services. Fac-
tors that might need to be considered in design include: health; safety; long-term
performance; environmental impact; measurement capability; process capability;
manufacturability; maintainability; supplier capability; and documentation. Effective
design must also consider cycle time and productivity of production and delivery
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processes. This might entail detailed mapping of manufacturing or service processes
and redesigning (reengineering) them to achieve efficiency as well as to meet cus-
tomer requirements.

Many organizations also need to consider requirements for suppliers and/or pro-
vider partners at the design stage. Overall, effective design must take into account all
stakeholders in the value chain. If many design projects are carried out in parallel, or
if the organization’s products or services utilize parts, equipment, facilities and re-
sources for other products or services, coordination of resources might be a major
concern and might offer means to significantly reduce unit costs and time to delivery.
This should be addressed in responding to Area 6.1a.

Coordination of design and production/delivery processes involves all organization
units and/or individuals who will take part in production/delivery and whose per-

formance materially affects overall process outcome. This might include groups such
as R&D, marketing, design, and product/process engineering.

Area 6.1b calls for information on the management and improvement of the
organization’s key production/delivery processes. The information required includes
a description of the key processes and their specific requirements, and how perfor-
mance relative to these requirements is determined and maintained. Specific reference
is made to in-process measurements and customer interactions. This requires the
identification of critical points in processes for measurement, observation, or interac-
tion. The intent is that these activities occur at the earliest points possible in processes,
to minimize problems that may result from deviations from expected (design) perfor-
mance. Expected performance frequently requires setting performance levels or
standards to guide decision making. When deviations occur, a remedy, usually called
corrective action, is required to restore the performance of the process to its design
performance. Depending on the nature of the process, the correction could involve
technical and/or human factors. Proper correction involves changes at the source
(root cause) of the deviation. Such corrective action should minimize the likelihood of
this type of variation occurring anywhere in the organization.

When customer interactions are involved, differences between customers must be
taken into account in evaluating how well the process is performing. This might en-
tail specific or general contingencies depending on customer response. This is
especially true of professional and personal services.

Area 6.1b also calls for information on how processes are improved to achieve better
performance. Better performance means not only better quality from the customers’
perspective but also better financial and operational performance, such as productiv-
ity, from the organization’s perspective. Area 6.1b anticipates that organizations use a
variety of process improvement approaches. In responding to Area 6.1b, approaches
the organization might use could include: (1) the sharing of successful strategies
across the organization; (2) process analysis and research (e.g., process mapping, opti-
mization experiments, and error proofing); (3) research and development results; (4)
benchmarking; (5) use of alternative technology; and (6) information from customers
of the processes, within and outside of the organization. Process improvement ap-
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6.2

6.3

proaches might utilize financial data to evaluate alternatives and set priorities. To-
gether, all these approaches offer a wide range of possibilities, including the complete
redesign (reengineering) of processes.

Management of Support Processes

This Item addresses how the organization designs, maintains, and improves its sup-
port processes. Support processes are those that support the organization’s product
and/or service delivery, but are not usually designed in detail with the products and
services themselves, because their requirements do not usually depend a great deal
upon product and service characteristics. Support process design requirements usu-
ally depend significantly upon internal requirements, and must be coordinated and
integrated to ensure efficient and effective performance. Support processes might
include budget, finance and accounting; software services; sales and marketing; pub-
lic and Congressional relations; information services; supplies; personnel; legal
services; plant and facilities management; research and development; and secretarial
and other administrative services.

The Item calls for information on how the organization maintains the performance of
the key support processes. This information includes a description of the key pro-
cesses and their principal requirements, and a description of key in-process
measurements and customer interactions. These principal requirements are similar to
those described above in Area 6.1b.

Item 6.2 also calls for information on how the organization evaluates and improves
the performance of its key support processes. Four key approaches the organization
might consider for use are: (1) process analysis and research; (2) benchmarking; (3)
use of alternative technology; and (4) information from customers of the processes—
within and outside the organization. Together, these approaches offer a wide range of
possibilities, including complete redesign (reengineering) of processes.

Management of Supplier and Partnering Processes

This Item addresses how the organization manages and improves its supplier and
partnering processes, relationships, and performance. The term “supplier” refers to
other organizations (public and private) and to other units of the parent organization
that provide goods and services. The use of these goods and services may occur at
any stage in the production, design, delivery, and use of the organization’s products
and services. Thus, suppliers include services such as distribution, repair services and
transportation, as well as those that provide materials and components. Suppliers
also include service suppliers, such as health training, and education providers.

The Item places particular emphasis on the unique relationships that organizations
are building with key suppliers, including establishing partnering relationships. For
many organizations, key suppliers and partners are an increasingly important part of
achieving not only high performance and lower-cost objectives, but also strategic ob-
jectives. For example, they might provide unique design, integration, and marketing
capabilities.
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Item 6.3 requests the principal performance requirements for key suppliers and part-
ners. These requirements are the principal factors involved in the organization’s
purchases, e.g., quality, delivery, and price. Processes for determining whether or not
requirements are met might include audits, process reviews, receiving inspection,
certification, testing, and rating systems.

Item 6.3 also requests information on actions and plans to improve suppliers’ and partners’ abili-
ties to contribute to achieving your organization’s performance goals. These actions and plans
might include one or more of the following: improving your own procurement and supplier man-
agement processes (including seeking feedback from suppliers and internal customers), joint
planning, rapid information and data exchanges, use of benchmarking and comparative inform-
ation, customer-supplier teams, training, long-term agreements, incentives, and recognition.
Actions and plans might also include changes in supplier selection, leading to a reduction in the
number of suppliers and enhancing partnership agreements.

Business Results (Category 7)

Business Results provide a results focus that encompasses the customer’s evaluation of the
organization’s products and services, the organization’s overall financial and market
performance, and the results of all key processes and process improvement activities.
Through this focus, the Criteria’s dual purposes, superior value of offerings as viewed by
customers and the marketplace, and superior organization performance reflected in opera-
tional and financial indicators, are maintained. Category 7 thus provides “real time”
information (measures of progress) for evaluation and improvement of processes, prod-
ucts, and services, aligned with an overall business strategy. Analysis and review of busi-
ness results data and information are called for in Item 4.3. Item 7.5 (a new Item in 1998)
provides an opportunity to summarize key performance results, not covered in Items 7.1 -
7.4, that contribute significantly to customer satisfaction, operational, and financial/
marketplace performance.

7.1 Customer Satisfaction Results
This Item addresses the principal customer-related results for customer satisfaction,
customer dissatisfaction, and customer satisfaction relative to competitors. The Item
calls for the use of all relevant data and information to establish the organization’s
performance as viewed by the customer. Relevant data and information include: cus-
tomer satisfaction and dissatisfaction; retention, gains, and losses of customers and
customer accounts; customer perceived value based on quality and price; and com-
petitive awards, ratings, and recognition from customers and independent
organizations.

7.2 Overall Financial and Performance Results
This Item addresses those factors that best reflect the organization’s financial and
overall operating and/or program performance. Measures reported in this Item will
frequently be those key financial and non-financial measures tracked by senior lead-
ers on an ongoing basis to gauge overall organization performance, and are often
used to determine performance effectiveness for senior leaders. These measures may
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7.3

7.4

often be found in an organization’s performance outcomes, and goals and objectives
established to meet the requirements of the Government Performance and Results
Act.

Measures of financial performance (Item 7.2a(1) may include return on investment,
fiscal stewardship, and other appropriate financial activity measures. Fiscal steward-
ship performance could include measures of success in managing the organization’s
overall business base, new products or services, business growth, new products and
geographic areas entered, and other key financial measures, as appropriate.

Measures of overall operating and/or program performance reported in Item 7.2a(2)
would normally include non-financial outcomes, goals and objectives which are used
by senior leaders to determine how well a program or activity is doing in achieving
its intended objectives. These might also include measures useful to agency heads
and other key stakeholders (Congress, OMB, the Executive Branch, public interest
groups) in framing an assessment of what the program or activity is accomplishing.
These measures might be the same as those incorporated in the organization’s perfor-
mance outcomes, goals and objectives established as part of a strategic plan or annual
performance plan developed pursuant to the Government Performance and Results
Act.

Comparative data for measures in Item 7.2 might include agency best, best competi-
tor, agency average, and appropriate benchmarks.

Human Resource Results
This Item addresses the organization’s human resource results relating to employee
well-being, satisfaction, development, work system performance, and effectiveness.

Results reported could include generic and business or organization specific factors.
Generic factors include safety, absenteeism, turnover, and satisfaction. Business or
organization specific factors include those commonly used in the industry or created
by the organization for purposes of tracking progress. Results reported might include
input data, such as extent of training, but the main emphasis should be placed on
measures of effectiveness.

Results reported for work system performance should include those relevant to the
organization, and might include measures of improvement in job classification, job
rotation, work layout, and changes in local decision making.

The Item calls for comparative information so that results can be evaluated meaning-
fully against competitors or other relevant external measures of performance. For
some measures, such as absenteeism and turnover, local or regional comparisons are
also appropriate.

Supplier and Partner Results

This Item addresses current levels and trends in key measures and/or indicators of
supplier and partner performance. Suppliers and partners, both private and public,
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7.5

provide “upstream” and/or “downstream’” materials and services. The focus should
be on the most critical requirements from the point of view of the organization, the
“buyer” or other direct recipient of the products and services. Data reported should
reflect results by whatever means they occur, via improvements by suppliers and
partners and/or through selection of better performing suppliers and partners. Mea-
sures and indicators of performance should relate to the principal factors involved in
the organization’s purchases, e.g., quality, delivery, and price.

Data reported should also reflect how suppliers and partners have contributed to the
organization’s performance goals. Results reported could include cost savings; reduc-
tions in scrap, waste, or rework; and cycle time or productivity enhancements.

The Item calls for comparative information so that results reported can be meaning-
fully evaluated against competitors or other relevant external measures of
performance.

Organization-Specific Results

This Item addresses key performance results not covered in Items 7.1 - 7.4, that con-
tribute significantly to the organization’s goals: customer satisfaction, operational
effectiveness, and financial/program performance. Results should reflect key prod-
uct, service, and process performance measures, including those that serve as
predictors of customer satisfaction and financial/program outcomes and objectives.
Measures of productivity and operational effectiveness in all key areas, resource utili-
zation, support areas and product/service delivery areas are appropriate for
inclusion. Results of compliance with regulatory/legal requirements should be re-
ported. Measures and/or indicators of product and service performance should relate
to requirements that matter to the customer. These features are derived from the cus-
tomer-related Items 3.1 and 3.2 (listening posts). If the features have been properly
selected, improvements in them should show a clear positive correlation with cus-
tomer and overall performance management improvement indicators captured in
Items 7.1 and 7.2. The correlation between product/service performance and cus-
tomer indicators is a critical management tool, a device for defining and focusing on
key quality requirements. In addition, the correlation might reveal emerging or
changing business or mission requirements, the changing importance of require-
ments, or even the potential obsolescence of product and/or services.

Product/service performance appropriate for inclusion might be based upon one or
more of the following: internal (organization) measurements; field performance; data
collected by the organization or on behalf of the organization; or surveys of customers
on product and service performance. Although data appropriate for inclusion are
primarily based upon internal measurements and field performance, data collected
by the organization or other organizations through follow-ups might be included for
attributes that cannot be accurately assessed through direct measurement (e.g., ease
of use) or when variability in customer expectations makes the customer’s perception
the most meaningful indicator (e.g., courtesy).
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Measures and/or indicators of operational effectiveness could include the following:
environmental improvements reflected in emissions levels, waste stream reductions,
by-product use, and recycling; cycle time, lead times, set-up times, and other respon-
siveness indicators; process assessment results such as customer assessment or third
party assessment (such as 1ISO 9000); and business specific indicators such as innova-
tion rates, innovation effectiveness, cost reductions through innovation, time to
market, product/process yield, complete and accurate shipments, and measures of
strategic goal achievement. The Item encourages the use of any unique measures the
organization has developed to track performance in areas important to the organiza-
tion.

The Item calls for comparative information so that results reported can be evaluated
against competitors and/Zor similar organizations inside or outside government, or
other relevant external measures of performance. These comparative data might
include agency best, best competitor or similar organization inside or outside govern-
ment, agency average, and appropriate benchmarks. Such data might be

derived from independent surveys, studies, laboratory testing, or other sources.
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SCORING SYSTEM AND GUIDELINES

Scoring System

The system for scoring applicant responses to Criteria Items (Items) and for developing
feedback is based upon three evaluation dimensions: Approach, Deployment, and Results.
All Items require applicants to furnish information relating to one or more of these dimen-
sions. Specific factors associated with the evaluation dimensions are described below.

Approach

“Approach” refers to the design or methodology in reference to the Item require-
ments. The factors used to evaluate approaches include:

= appropriateness of the methods to the requirements;

= effectiveness of use of methods;

= degree to which approach is systematic, integrated, consistently applied;

= degree to which approach embodies evaluation/improvement cycles;

= degree to which approach is based upon objective, reliable dataZinformation;
= degree to which approach is prevention based;

= evidence of innovation, including significant and effective adaptations of ap-
proaches used in other types of applications.

Deployment

“Deployment” refers to the extent to which the approach is applied to all require-
ments of the Item. The factors used to evaluate deployment include:

= use of the approach in addressing operational and Item requirements;

= application of the approach to all business products/services, transactions with
customers and suppliers, and support functions/processes;

= use of the approach by all appropriate work units.

Results

“Results” refers to outcomes in achieving the purposes in the Item. The factors used
to evaluate results include:

= current performance levels;

= performance levels relative to appropriate comparisons and/or benchmarks;

= rate, breadth and importance of performance improvements;

= demonstration of sustained improvement and/or high-level performance.

Item Classification and Scoring Dimensions

Award Criteria Items are classified according to the kinds of information and/or data
applicants are expected to furnish.

The two types of Items and their designations are:

A
1. Approach/Deployment SD

2. Results IR

47



VI. SCORING SYSTEM AND GUIDELINES

Approach and Deployment are linked to emphasize that descriptions of Approach
should always convey Deployment—consistent with the specific requirements of
the Item. Although Approach and Deployment dimensions are linked, feedback to
the applicant reflects strengths and/or areas for improvement in either or both
dimensions.

Results Items depend on data demonstrating performance levels and trends. How-
ever, the evaluation factor, “breadth and importance of performance improvements,”
is concerned with how widespread and how significant an applicant’s improvement
results are. This is directly related to the Deployment dimension. That is, if improve-
ment processes are widely deployed, there should be corresponding results. A score
for a Results Item is thus a composite based upon overall performance, taking into
account the breadth and importance of improvements.

“Relevance and Importance” as a Scoring Factor

The three evaluation dimensions described above (Approach, Deployment, and
Results) are all critical to assessment and feedback. However, evaluation and feed-
back will also consider the relevance and importance to the applicant’s organization
of reported improvements in these dimensions. The areas of greatest relevance and
importance should be addressed in the Organization Overview, and are a primary
focus of Items related to the organization’s customers, and final products and ser-
vices, such as Items 2.1, 3.1, 6.1, and 7.5. Of particular importance are the key cus-
tomer requirements and key business drivers.

Assignment of Scores to Applicants’ Responses
President’s Quality Award Program Examiners observe the following guidelines in
assignment of scores to applicants’ responses:

= All relevant Areas to Address should be included in the Item response. Also,
responses should reflect what is relevant and important to the organization’s
operations and mission.

= Inassigning a score to an Item, an Examiner first decides which scoring range
(e.g., 40% to 60%) best fits the overall Item response. Overall “best fit” does not
require total agreement with each of the statements for that scoring range. Actual
score within the range depends upon an Examiner’s judgment of the closeness of
the Item response in relation to the statements in the next higher and next lower
scoring ranges.

= An Approach/Deployment Item score of 50% represents an approach that meets
the basic objectives of the Item and that is deployed to the principal activities cov-
ered in the Item. Higher scores reflect maturity (cycles of improvement), integra-
tion, and broader deployment.

= AResults Item score of 50% represents clear indication of improvement trends
and/or good levels of performance in the principal results areas covered in the
Item. Higher scores reflect better improvement rates and comparative perfor-
mance as well as broader coverage.
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VIlI. GENERAL RESPONSE GUIDANCE AND
ORGANIZATION OVERVIEW

Writing an application for the President’s Quality Award Program involves responding in

50 or 60 pages or less (depending on size of the organization) to the requirements given in

the 20 Criteria Items, plus an Organization Overview. The guidelines given in this and the
following sections are offered to assist applicants to respond most effectively to the Item

requirements.

General Response Guidance

1. Read the entire

Application package

The main sections of the package provide an overall orientation to the Criteria, in-
cluding how applicants’ responses are evaluated. Applicants should be thoroughly
familiar with the following sections:

= Award Criteria — Section 1V

= Category, Item and Area Descriptions — Section V

= Scoring System and Guidelines — Section VI

e Glossary of Key Terms — Section XI

2. Review the Criteria Item format

response to this
ltem. See Scoring \[ ] A

System and
Guidelines, D
Section VI. [O]R
Specific
requirements
—>

applicants are
expected to
address

Notes have one or

more of the following

purposes:

* clarify key terms and
Item requirements

* give instructions

* give examples

* indicate/clarify
important linkages

ITEM FORMAT .
Basic ltem
ltem ltem ltem requirements—
Types of information Number Title Point Value expressed in
applicants are general terms
expected to ¢ \
providein 7.1 Customer Satisfaction Results (110 pts.)

7
Summarize the organization’s customer satisfaction and dissatisfaction results.

In your response, address the following Area:
a. Customer Satisfaction Results
Summarize current levels and trends for key measures and/or indicators of customer

satisfaction and dissatisfaction, including satisfaction relative to competitors and/or
similar organizations inside or outside government.

Notes:

N1. Customer satisfaction results reported in this Item N3. Measures and/or indicators of satisfaction

derive from determination methods described in Item relative to competitors and/or similar

3.2. organizations inside or outside government
might include objective information and data

N2. Measures and/or indicators of customer from customers and independent organizations.

satisfaction and satisfaction relative to competitors Comparative performance of products and

and/or similar organizations inside or outside services should be addressed in Item 7.5.

government may include information on customer-

perceived value.
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The Criteria Item format (see Item Format figure ) shows the different parts of Items,
what each part is for, and where each part is placed. It is especially important to
understand the Areas to Address and the Item Notes. All Items and Areas to Address
are described in Section V.

Each Item is classified either Eg or Or , depending on the type of information re-
quired. The meaning of these classification symbols is given on page 47. Guidelines
for responding to Approach/Deployment Items are given on pages 53-55.
Guidelines for responding to Results Items are given on page 55.

3. Start by preparing the Organization Overview
The Organization Overview, described below, is the most appropriate starting point
for writing an application. The Organization Overview is intended to help every-
one—including the agency’s application writer(s) and reviewer(s)—to understand
what is most important to the applicant’s business.

Organization Overview

The overview sets the stage for the evaluation and helps the Examiners understand:

1) what is relevant and important to the applicant’s mission and function, 2) key factors
influencing how the organization operates, and 3) future directions of the organization.

The Organization Overview is limited to five pages. These are not counted in the overall
application page limit of 50 or 60 pages (depending on size of the organization). Format
instructions for the Organization Overview are described in Section IlI.

The Organization Overview is important because it:

= is the most appropriate starting point for writing and reviewing the self-assessment,
helping to ensure focus on key business issues and consistency in response, especially in
reporting organization results; and

= is used by the Examiner Team members in all stages of the review, including the site
Visit.

The Organization Overview should contain four sections:
1. Basic Organization Description

This section should provide the following information about the organization:

= its mission, products, and services;
its size, location and profile of employees, including number, types, educational
levels, bargaining units, and safety requirements;
its major markets or mission/service areas (local, regional, national, or international);
chart depicting current organizational structure;
major equipment, facilities and technology used; and
brief history of when and how quality principles and tools have been/are used to
improve organizational performance.
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2. Customer Requirements

This section should provide the following information:

= list of principal customers and their category (voluntary, entitled, compelled) where
appropriate, and principal customer types (consumers, other government agencies,
etc.). Note any special relationships, such as partnerships with customers or cus-
tomer groups;

= key customer requirements for major products and services (e.g., on-time delivery,
defect rate, etc.); and

= description of significant differences, if any, in requirements among customer
groups.

3. Supplier and Partnering Relationships
This section should provide the following information:
= types and numbers of principal suppliers and partners;
= most important types of suppliers, dealers and other businesses; and.
= limitations or special requirements that may exist in dealing with some or all suppli-
ers and partners.

4. Other Strategic Factors Important to the Applicant
This section should provide information on:
= competitive factors, if applicable, such as the organization’s position (size) in the
industry, numbers and types of competitors, and principal factors determining com-
petitive success;
= principal factors determining performance success, such as cost reduction, product
innovation, technology, productivity or other changes taking place in the agency
affecting program success;
major new thrusts or future challenges;
introduction of new technologies;
laws or regulations significantly affecting operations; and
new organizational alliances/partners.
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CRITERIA RESPONSE GUIDANCE

The guidelines for Criteria response are presented in two parts: Guidelines for Respond-
ing to Approach/Deployment Items, and Guidelines for Responding to Results Items.

Guidelines for Responding to Approach/Deployment Items

The Award Criteria focus on performance results (Category 7.) However, results by
themselves offer little diagnostic value. For example, if results are poor in some areas or
improving at rates slower than other similar programs, it is important to understand
why this is so and what might be done to accelerate improvement. Approach/Deploy-
ment Items permit diagnosis of the applicant’s most important systems, activities and
processes—those that offer the greatest potential for fast-paced improvement of the
applicant’s performance. Diagnosis and feedback depend heavily upon the content and
completeness of Approach/Deployment Item responses. For this reason, it is important
to respond to these Items by providing key process information. Guidelines for organiz-
ing such information follow.

1. Understand the meaning of “how”.
Items that request information on approach include Areas to Address that begin with
the word “how”. Responses should outline key process information such as methods
used, measures of progress and assessment, how the approach is deployed, and
evaluation/Zimprovement factors. These should be designed to permit the reader to
gain an understanding of the key operating factors of the approach, how it functions
on a continuing, systematic and day-to-day basis. Responses lacking such informa-
tion, or merely providing an example, are referred to in the Scoring Guidelines as
anecdotal information.

2. Write response(s) with the following questions, comments and guidelines in mind:
e Describe key processes and how they work

— Does the response show what is done and does it give a clear sense of how?

It is important to give basic information about what the organization’s key pro-
cesses are, how they work and who is responsible. It is not sufficient to state who
is responsible for a given process, such as “customer satisfaction data are analyzed
by the Customer Service Division”. The application should describe when, how
and by whom the data is analyzed and what is done with the information so that
the reader can understand the mechanics of how the process is carried out.

= Show that activities are systematic

— Does the response show a systematic approach or does it merely provide an example
(anecdote)?

Provide information to show that approaches are systematic in contrast to

examples or anecdotal accounts of activity. Systematic approaches are carried
out continuously over time, with built-in cycles for improvement. Systematic
approaches over time permit continuous learning, improvement and maturity.
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= Show deployment

— Does the response give clear and sufficient information on deployment of the approach
addressed in the response?

Responses should provide information to clearly indicate the extent to which ap-
proaches are deployed to appropriate units within the organization. If information
is provided regarding an activity or approach in only one part of the organization,
evaluators will assume it is isolated to that unit.

An effective technique to show deployment compactly is use of summary tables
that outline what is done in different parts of the organization. Where tables are
used, they should be supported by a summary of the basic approach in the accom-
panying narrative.

= Show focus and consistency

— Does the response show focus on key processes and improvements that offer the greatest
potential to improve performance?

Responses should provide clear evidence that the organization is focusing on key
processes (those that have the greatest impact on performance of the organization’s
mission) and improvements that offer the greatest potential to improve perfor-
mance.

There are four areas where focus and consistency should be evident: (1) the Orga-
nization Overview should make clear what is important; (2) the Strategic Planning
Category, including strategy and action plans, should highlight areas of greatest
focus and describe how deployment is accomplished; and (3) descriptions of
organization-level analysis (Item 4.3) should show how the organization analyzes
performance information to set priorities. When describing activities in the
Approach-Deployment Items, focus and consistency can be demonstrated when
accompanied by reporting corresponding results in appropriate Items of Category
1.

= Respond fully to Item requirements
— Does the response lack information on important parts of an Area to Address?

Responses should respond to all information on important parts of each Area to
Address. Missing information will be interpreted as a gap in approach and/or
deployment.

3. Cross-reference when appropriate.
Applicants should try to make each Item response self-contained. However, there
may be instances when responses to different Items are mutually reinforcing. Itis
then appropriate to reference responses to other Items, rather than to repeat informa-
tion. In such cases, applicants should use designators (for example, “see 2.3a
below”).
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4. Use a compact format.
Applicants should make the best use of the 50 or 60 pages permitted. Applicants are
encouraged to use flow charts, tables, and “bulleted” presentation of information.

Guidelines for Responding to Results Items
The Criteria place greatest emphasis on results. The following information and guide-
lines relate to effective and complete presentation of results.

1. Focus on the most critical business results.
Results reported should cover the most important requirements for business success,
highlighted in the Organization Overview and the Strategic Planning Category.

2. Be guided by the following factors that ensure effective reporting of results data:
= Trends are used to show directions of results and rates of change.
= Performance levels show performance on some meaningful measurement scale.
= Breadth of results should show that all important results are included.

= Comparisons are used to show how results compare with those of other appropri-
ately selected organizations.

3. Include trend data covering actual periods for tracking trends.
Trend data should be provided whenever appropriate and possible. However, because
of the importance of showing focus and deployment, new data should be included
even if trends and comparisons are not yet well established. No minimum time is
specified for trend data. Time periods might span five years or more for some results.

4. Use a compact format.
Every effort should be made to provide key information in concise and compact form.
One way to accomplish this is by use of graphs and tables. Label graphs and tables for
easy interpretation. Results over time or compared with others should be “normal-
ized” —presented in a way (such as use of ratios) that takes into account various size
factors. For example, if an organization’s work force has been declining, reporting
safety results in terms of accidents per 100 employees would permit more meaningful
trend data than total accidents.

5. Integrate results into the body of the text.
When the response uses graphs or tables, descriptions of results should be integrated
into the text in summary form and should be presented close to the graphical or table
information. Use figure numbers that correspond to Item numbers. For example, the
third table providing information for Item 6.1 might be captioned Table 6.1-3.
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IX.

CORE VALUES AND CONCEPTS

The President’s Quality Award Program Criteria are the basis for applying for the
Awards and for providing feedback to applicants. They define a quality system—the
key elements of a quality improvement effort and the relative importance and interrela-
tionship of these elements. The Criteria are supportive of the Administration’s efforts to
reinvent the government and improve overall performance. They have three important
roles in helping achieve these objectives:

= they can help organizations improve their performance practices and capabilities;

= they facilitate communication and sharing of best practices information among organi-
zations of all types; and

= they serve as a working tool for understanding and managing performance, planning,
training and assessment.

The Criteria are built upon a set of core values and concepts. These values and concepts
are the foundation for integrating key performance requirements within a results-ori-
ented framework. These core values and concepts are:

Customer-Driven Quality: Customers are those who use or are directly affected by the
organization’s products or services—those for whom the organization is in business.
Customers can be grouped into classifications according to their relationship to the gov-
ernment as a supplier: voluntary, entitled and compelled users of the organization’s
products or services. Voluntary users choose to use the product/service, such as visitors
to national parks and users of government statistics. Entitled users have an automatic
legal right to benefit from the program, such as recipients of social security and users of
veterans hospitals. Compelled users fall under the jurisdiction of government programs
that are prescriptive in nature, where punitive action can be taken if users do not comply
(e.g., prison inmates and taxpayers).

Quality is judged by customers. All product and service features and characteristics that
contribute value to customers and lead to customer satisfaction and preference must be a
key focus of an organization’s management system. Value, satisfaction, and preference
may be influenced by many factors throughout the customer’s overall experience in us-
ing the organization’s products and services. These factors include the organization’s
relationship with customers that helps build trust, confidence, and loyalty. This concept
of quality includes not only the product and service characteristics that meet basic cus-
tomer requirements, but it also includes those features and characteristics that enhance
them and differentiate them from competing offerings. Such enhancement and differen-
tiation may be based upon new offerings, combinations of product and service offerings,
rapid response, or special relationships.

Customer-driven quality is thus a strategic concept. Customer requirements drive the
organization’s strategic plan of how it will realize its goals—how it will achieve perfor-
mance results that lead to customer satisfaction, recognizing the inherent differences in
relationships with different categories of customers. Processes are developed to meet
customer needs, measurement systems are developed to track progress, and information
is collected and used to improve work processes and the products and services delivered
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to customers. In high performing organization’s, everyone in the organization shares the
vision, has a sense of community and commitment to a common purpose of meeting
customer requirements, and works together to create an alignment of the goals of the
organization.

Leadership: An organization’s senior leaders need to set directions and create a cus-
tomer orientation, clear and visible values, and high expectations. Reinforcement of the
values and expectations requires personal commitment and involvement. The leaders’
basic values and commitment need to address all stakeholders and include areas of pub-
lic responsibility. The leaders need to guide the creation of strategies, systems, and meth-
ods for achieving excellence and building capabilities. The strategies and values need to
guide all activities and decisions of the organization. The senior leaders need to commit
to the development of the entire work force and should encourage participation and cre-
ativity by all employees. Through their personal involvement in planning, communica-
tions, review of organization performance, and employee recognition, the senior leaders
serve as role models, reinforcing the values and building leadership and initiative
throughout the organization.

Continuous Improvement and Learning: Achieving the highest levels of performance
requires a well-executed approach to continuous improvement. The term *“continuous
improvement” refers to both incremental and “breakthrough” improvement. Improve-
ment needs to be “embedded” in the way the organization functions. Embedded means:
(1) improvement is part of the daily work of all work units; (2) improvement processes
seek to eliminate problems at their source; and (3) improvement is driven by opportuni-
ties to do better, as well as by problems that must be corrected. Sources of improvement
include: employee ideas; research and development; customer input; and benchmarking
or other comparative performance information.

Improvement and learning include: (1) enhancing value to customers through new and
improved products and services; (2) reducing errors, defects, and waste; (3) improving
responsiveness and cycle-time performance; (4) improving productivity and effective-
ness in the use of all resources; (5) improving the organization’s performance in fulfilling
its public responsibilities and serving as an organization citizenship role model; and (6)
developing new business opportunities. Thus, improvement and learning are directed
not only to providing better products and services, but also to being more responsive
and efficient.

Employee Participation and Development: An organization’s success in improving
performance depends increasingly on the skills and motivation of its work force. Em-
ployee success depends increasingly on having opportunities to learn and to practice
new skills. Organizations need to invest in the development of the work force through
education, training, and opportunities for continuing growth. Such opportunities might
include classroom and on-the-job training, job rotation, and pay for demonstrated
knowledge and skills. On-the-job training offers a cost-effective way to train and better
link training to work processes. Work force education and training may need to utilize
advanced technologies, such as electronic support systems, computer-based learning,
and satellite broadcasts. Increasingly, training, development, and work units need to be
tailored to a diverse work force and to more flexible, high-performance work practices.
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Major challenges in the area of work force development include: (1) integration of hu-
man resource management—selection, performance, recognition, training, and career
advancement; and (2) aligning human resource management with business plans and
strategic change processes. Addressing these challenges requires acquisition and use of
employee-related data on skills, satisfaction, motivation, safety, and well-being. Such
data need to be tied to indicators of organization or unit performance, such as customer
satisfaction, customer retention, and productivity. Through this approach, human re-
source management may be better integrated and aligned with business directions.

Fast Response: Success in competitive markets and meeting increasing public expecta-
tions of government requires ever-shorter cycles for new or improved product and ser-
vice introduction. Also, faster and more flexible response to customers is now a more
critical requirement. Major improvement in response time often requires simplification
of work organizations and work processes. To accomplish such improvement, the time
performance of work processes should be among the key process measures. There are
other important benefits derived from this focus. For instance, response time improve-
ments often drive simultaneous improvements in organization, quality, and productivity.
Hence it is beneficial to consider response time, quality, and productivity objectives to-
gether.

Design Quality and Prevention: To achieve high performance, organizations need to
emphasize design quality—problem and waste prevention achieved through building
quality into products and services and efficiency into production and delivery processes.
Costs of preventing problems at the design stage usually are much lower than costs of
correcting problems that occur “downstream.” Design quality includes the creation of
fault-tolerant (robust) or failure-resistant processes and products.

Increasingly, design quality includes the ability to incorporate information gathered
from diverse sources and data bases, that combine factors such as customer preference,
alternative offerings, societal changes, and external research findings and developments.
Therefore, an emerging element of performance excellence is the strategic use of inte-
grated information systems to enable electronic performance networking and to improve
and measure mission performance. Government and industry alike face, and in many
cases have solved, information management challenges by developing enterprise infor-
mation systems; that is, systems that operate across entire organizations of unique and
diverse functional elements.

From the point of view of public responsibility, the design stage is a critical decision
point. The government organization’s responsibility is to be proactive; i.e., beyond com-
pliance. Design decisions affect process waste streams and the composition of municipal
and industrial wastes. The growing demands for a cleaner environment mean that orga-
nizations’ design strategies need to include environmental factors.

Consistent with the theme of design quality and prevention, improvement needs to em-
phasize interventions “upstream” —at early stages in processes. Such upstream inter-
vention also needs to take into account the organization’s suppliers.

Long-Range View of the Future: Successful pursuit of an organization’s goals and mis-
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sion requires a strong future orientation and a willingness to make long-term commit-
ments to all stakeholders—customers, employees, suppliers, the public, and the commu-
nity. Planning needs to anticipate many types of changes including those that may affect
customers’ expectations of products and services, technological developments, changing
customer segments, evolving regulatory requirements, community/societal expectations,
and thrusts by alternative service and product providers. Plans, strategies, and resource
allocations need to reflect these commitments and changes. A major part of the long-term
commitment is developing employees and suppliers and fulfilling public responsibili-
ties.

Management by Fact: Modern performance management systems depend upon mea-
surement and analysis of performance. Measurements must derive from the
organization’s strategy and encompass all key processes and the outputs and results of
those processes. Facts and data needed for performance improvement and assessment
are of many types, including: customer, product and service performance, operations,
market, competitive comparisons, supplier, employee-related, and cost and financial.
Analysis refers to extracting larger meaning from data to support evaluation and deci-
sion making at all levels within the organization. Such analysis may entail using data to
reveal information—such as trends, projections, and cause and effect—that might not be
evident without analysis. Facts, data, and analysis support a variety of organization pur-
poses, such as planning, reviewing organization performance, improving operations,
and comparing organization performance with others working in similar environments
or with “best practices” benchmarks.

A major consideration in the use of data and analysis to improve performance involves
the creation and use of performance measures or indicators. Performance measures or
indicators are measurable characteristics of products, services, processes, and operations
the organization uses to track and improve performance. The measures or indicators
should be selected to best represent the factors that lead to improved customer, opera-
tional, and financial performance. A system of measures or indicators tied to customer
and/or organization performance requirements represents a clear basis for aligning all
activities with the organization’s goals. Through the analysis of data obtained from the
tracking processes, the measures or indicators themselves may be evaluated and
changed. For example, measures selected to track product and service quality may be
judged by how well improvement in these measures correlates with improvement in
customer satisfaction.

Partnership Development: Organizations should seek to build internal and external
partnerships to better accomplish their overall goals.

Internal partnerships might include those that promote labor-management cooperation,
such as agreements with unions. Agreements might entail employee development,
cross-training, or new work organizations, such as high-performance work teams. Inter-
nal partnerships might also involve creating new working relationships among organiza-
tion units to improve flexibility and responsiveness.

External partnerships might be with customers, suppliers, and education organizations
for a variety of purposes, including education and training. An increasingly important
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kind of external partnership is the strategic partnership or alliance with other govern-
ment organizations with similar or complementary missions. A partnership might per-
mit the blending of an organization’s core competencies or leadership capabilities with
complementary strengths and capabilities of partners, thereby enhancing accomplish-
ment of each partner’s mission. Internal and external partnerships should seek to de-
velop longer-term objectives. Partners should address the key requirements for success
of the partnership, means of regular communication, approaches to evaluating progress,
and means for adapting to changing conditions. In some cases, joint education and train-
ing could offer a cost-effective means to help ensure success.

Organization Responsibility and Citizenship: An organization’s leadership should
stress its responsibilities to the public and good citizenship. This responsibility refers to
basic expectations of the organization—operating ethics and protection of public health,
safety, and the environment. Health, safety, and environmental considerations include
the organization’s operations as well as the life cycles of products and services. Organi-
zations need to address factors such as resource conservation and waste reduction at
their source. Planning related to public health, safety, and the environment should antici-
pate adverse impacts that may arise in facilities management, production, distribution,
transportation, use and disposal of products. Plans should seek to prevent problems, to
provide a forthright organization response if problems occur, and to make available in-
formation needed to maintain public awareness, safety, and confidence. Inclusion of
public responsibility areas within a performance system means meeting all local, state,
and federal laws and regulatory requirements. It also means treating these and related
requirements as areas for continuous improvement “beyond mere compliance.” This
requires that appropriate measures be created and used in managing performance.

Practicing good citizenship refers to leadership and support—within limits of an
organization’s resources—of publicly important purposes, including areas of organiza-
tion responsibility. Such purposes might include education improvement, improving
health care value, environmental excellence, resource conservation, community services,
improving operating practices, and sharing of non-sensitive quality-related information.
Leadership as an organization citizen also entails influencing other organizations, pri-
vate and public, to partner for these purposes. For example, individual organizations
could lead efforts to help define the obligations of other government entities to their
communities.

Results Focus: An organization’s performance system needs to focus on key results.
Results should be guided and balanced by the interests of all stakeholders—customers,
employees, suppliers and partners, the public, and the community. To meet the some-
times conflicting and changing aims that balance implies, organization strategy needs to
explicitly address all stakeholder requirements to ensure that actions and plans meet the
differing needs and avoid adverse impact on any stakeholders. The use of a balanced
composite of performance measures offers an effective means to communicate require-
ments, to monitor actual performance, and to marshal support for improving results.
The government executive has the basic responsibility of balancing the necessity of being
entrepreneurial with directed missions and functions.
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SUMMARY OF 1998 PRESIDENT’S QUALITY AWARD
PROGRAM CHANGES

The President’s Quality Award (PQA) Program continues to evolve toward coverage of
strategy-driven performance, addressing the needs and expectations of all stakeholders
— potential applicants, organizations applying the Awards’ principles on their own (e.g.,
for self-assessment), customers, employees, suppliers and the public. The 1998 PQA
Program also continues to conform closely to the standards of the Malcolm Baldrige
National Quality Award (MBNQA), including concepts of competitiveness and pricing,
concepts increasingly applicable to government. As a consequence, significant structural
and streamlining changes in the MBNQA Criteria have been reflected in the revised
Criteria for the PQA Program.

The Award for Quality Improvement replaces the Quality Improvement Prototype
Award. This change is made to provide a more accurate name consistent with its pur-
poses, as described in Section I. Winners of this Award provide examples of organiza-
tions with solid quality management systems, but they are not “prototypes” (first of its
kind) since many have been identified over the past several years.

The limitation placed on the number of organizations eligible each year for the Presiden-
tial Award for Quality (formerly two) has been eliminated. The Presidential Award and
Award for Quality Improvement may be given to any organization achieving perfor-
mance levels established for each award.

Instructions governing the application process (Sections Il and I11) have been modified
slightly. The 1998 Award Program Process and Timeframe (in Section II) outlines steps
for agencies to develop internal review procedures, and for applications to be sent to
their agency coordinator/contact point. Also, the coordinator’s role in the process is
more clearly defined. In addition, copies of preliminary Award Criteria; Category, Item
and Area Descriptions; and Summary of Changes were distributed to agencies in
February.

The maximum number of pages permitted for applications has been reduced to 60 pages
for organizations with 20,000 or more employees, or 50 pages with fewer than 20,000
employees (compared to 70 and 60 pages respectively last year.) This change reflects the
streamlined format for Criteria described below.

The Criteria for 1998 strengthen the systems view of performance management, and
place a greater focus on organization strategy, organizational learning, and better inte-
gration of business and operational results. These features are reflected in revised Cat-
egory and Item point values summarized as follows.

Category and Item point values continue to track closely the point values of the
MBNQA, but they are not identical. In general, as with the MBNQA, the composite of
business results (now Category 7) has been increased in point value to indicate the de-
gree of importance and to reflect the change in the content. Specifically, Category 7 now
includes results of customer satisfaction, financial and overall indicators of performance,
human resources, and organization-specific operational results key to achieving opera-
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tional success. The total point value for Category 7 is now 400 compared to 450 for the
MBNQA, reflecting the relative importance of other factors to Government operations in
achieving performance excellence. Other point value changes are made to categories to
reflect the relative importance of the category for performance excellence in government.
Specifically, point values for Human Resource Development and Management (Category
5) and Process Management (Category 6) are slightly lower than last year reflecting ad-
justment for results, but are higher than the MBNQA.. The point value for Leadership
(Category 1) is increased from last year (130 points compared to 110 points), and remains
higher than the MBNQA.

The most significant changes made in the Criteria and in the PQA Program Information
and Application Package are summarized as follows:

= The Criteria framework has been revised. The major changes that led to this revision
are: (1) greater importance of organization strategy to an effective performance man-
agement system; and (2) the need to treat all business and operational results, includ-
ing customer satisfaction results, in a parallel and integrated manner. In addition,
some Items or parts of Items have been combined to better integrate requirements and
to reduce the number of responses organizations need to make. As a result of these
changes:

— All Categories from 1997 except Category 1 (Leadership) have been renumbered.
— The number of Items has been reduced from 24 to 20.

— The number of Areas to Address has been reduced from 52 to 30. Each Area has
been given a title to highlight its purpose within its Item. For Items having only one
Area, the Item title is repeated as the Area title.

— The number of Item Notes has been reduced from 118 to 48. Information from Item
Notes in the 1997 Criteria that provided examples is included in a revised Item De-
scriptions section, now titled 1998 Criteria: Item Descriptions and Comments. This
section also takes into account the changed Category content and relationships.

— Greater emphasis is placed on organizational learning to underscore the importance
of learning and change as well as continuous improvement.

Changes, by Category, are:

Leadership

Items 1.1 and 1.2 from 1997 have been combined into a new Item 1.1, Leadership System.
This combination provides the opportunity for coordinated presentation of the role of
senior leaders and the organization’s leadership system. Additional emphasis has been
placed on the senior leaders’ role in organizational learning. The organization perfor-
mance review function from Item 1.2 (1997) is now added to Item 4.3, Analysis and Re-
view of Organization Performance.

Item 1.2 replaces Item 1.3 from the 1997 Criteria. Area 1.2b (1.3b in 1997) addresses more
clearly the organization’s community involvement and leadership, rather than leader-
ship as a corporate citizen, to accommodate better organizations of all sizes and also to
emphasize employee involvement in key communities.
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Strategic Planning

This Category contains two Items with the same basic requirements as the corresponding
items in 1997. However, the titles of the Items have been modified to better communicate
their main purposes and to sharpen the important distinction between these items.

Item 2.1 is now Strategy Development Process instead of Strategy Development. This
change is intended to emphasize that the Item examines primarily the overall strategic
planning process—how it is done, what it considers, and how it leads to action plans.

Item 2.2 is now Organization Strategy instead of Strategy Deployment. This change is
intended to emphasize that the Item calls for information on the organization’s actual
strategy and how it is deployed, not on a general description of the deployment process.
This Item now includes coverage of human resource plans, which in 1997 were ad-
dressed in the Human Resource Development and Management Category. This change is
made to emphasize the need for better integration of human resource planning with stra-
tegic planning.

Customer Focus
This Category title is changed from Customer Focus and Satisfaction to reflect inclusion
of Customer Satisfaction Results with Business Results.

The Category now contains two Items, reduced by two Items from 1997. In addition to
the movement of Item 7.4 (1997) to the Business Results Category, two Items from 1997
[Customer Relationship Management (7.2) and Customer Satisfaction Determination
(7.3)] have been combined into Customer Satisfaction and Relationship Enhancement
(Item 3.2). This change is intended to provide better integration of the different ways that
organizations use to understand customers, the factors that determine satisfaction, and
how they stay close to customers. The change is intended to accommodate better the
approaches of excellent smaller organizations, many of which use regular customer con-
tact more than survey methods, both to determine satisfaction and to enhance relation-
ships.

Information and Analysis

This Category contains three Items with the same basic requirements as the correspond-
ing Items in 1997. However, the titles of the Items have been modified to better commu-
nicate their main purposes.

Items 4.1 and 4.2 now include Use in their titles to better reflect the central purpose of
these Items.

Item 4.3 is now Analysis and Review of Organization Performance, making this Item the
point within the Criteria for supporting a critical requirement in performance manage-
ment—understanding the meaning of performance information to help guide the
organization’s decisions and actions. The major change is the coverage of the organiza-
tion performance review function, which was part of Item 1.2 in 1997.
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Human Resource Development and Management

This Category now contains three Items, reduced by one Item from 1997.

Item 4.1 from 1997, Human Resource Planning and Evaluation, has been eliminated. The
important planning included in this Item is now integrated within overall organization
planning as mentioned above under Strategic Planning.

Item 4.2 from 1997, High Performance Work Systems, now becomes Item 5.1 and is titled
Work Systems. Although this Item retains its focus on high performance, its title is
changed to avoid the appearance that its purpose is narrower—high performance work
teams.

Process Management

Items 5.1 and 5.2 from 1997 have been combined into a new Item 6.1, Management of
Product and Service Processes. This combination permits an organization to place appro-
priate emphasis on design processes and production/delivery processes, as dictated by
the organization’s business, mission and operations. Area 6.1b includes a new require-
ment on the transfer of learning to other organization units and projects. This is intended
to foster better internal communication and to aid overall organizational improvement.

Item 6.3, Management of Supplier and Partnering Processes, places specific attention on
key suppliers and partnering arrangements in recognition of their growing importance
and the attention they require. The Item requires information on the organization’s ac-
tions and plans to improve suppliers’ and partners’ abilities to contribute to achieving
the organization’s goals. This change is intended to focus responses on considerations
most important to the supplier/customer relationship.

Business Results
This Category now contains five Items, including Customer Satisfaction Results (Item 7.4
in 1997), thus integrating all results Items into one Category.

There are three 110-point Items in the Category, in recognition of the importance of cus-
tomer satisfaction, overall financial and operating/program performance, and organiza-
tion specific performance measures (see discussion below) to the success of the
organization.

Item 7.2 has been created to provide a single Item focusing on Financial and Overall Per-
formance Results. This Item calls for information on two classes of results tracked by
senior leadership to gauge overall organization performance: (1) financial performance
and (2) non-financial measures of overall operating/program performance. The Item
recognizes that in contrast to private businesses, many government organizations pursue
goals and objectives which are not measured in financial or market terms. In this and
other results Items, organizations are offered greater latitude in recognition of the fact
that not all results are quantitative or can be trended in a meaningful manner (e.g.,
growth into new geographic regions or new markets entered through adaptations of
existing products).
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Item 7.4, Supplier and Partner Results, has been expanded to include organization costs
and/or performance improvements due to supplier and partner performance. This is an
added measure of the effectiveness of the relationship and the linkage to important re-
sults.

Item 7.5, Organization Specific Results, is a new Item and includes some results called
for in Items 6.1 and 6.2 in 1997, but offers organizations much greater latitude in showing
beneficial changes and improvements in internal operations and operational results rel-
evant to their operations and strategies. Results appropriate for Item 7.5 include: im-
provements in and performances for products, services, and processes; productivity;
cycle time; regulatory/legal compliance and related performance; and new product and/
or service introductions. Applicants are encouraged to report unique and innovative
results that directly relate to their types of business, strategies, missions, or operations.
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GLOSSARY OF KEY TERMS

The Glossary of Key Terms defines and briefly describes concepts that are important to
performance management and used throughout the Award Criteria.

Action Plans

Action plans refer to principal organization-level drivers, derived from short-and long-
term strategic planning. In simplest terms, action plans are set to accomplish those
things the organization must do well for its strategy to succeed. Action plan develop-
ment represents the critical stage in planning when general strategies and goals are made
specific so that effective organization-wide understanding and deployment are possible.
Deployment of action plans requires analysis of overall resource needs and creation of
aligned measures for all work units. Deployment might also require specialized training
for some employees or recruitment of personnel.

An example of an action plan element for a government organization supplying goods
and services in competition with private-sector suppliers might be to develop and main-
tain a price leadership position. Deployment should entail the design of efficient pro-
cesses, analysis of resource and asset use, and creation of related measures of resource
and asset productivity, aligned for the organization as a whole. It might also involve the
use of a cost-accounting system that provides activity-level cost information to support
day-to-day work. Unit and/or team training should include priority setting based upon
costs and benefits. Organization-level analysis and review should emphasize overall
productivity growth. Ongoing competitive analysis and planning should remain sensi-
tive to technological and other changes that might greatly reduce operating costs for the
organization or its competitors.

Alignment

Alignment refers to unification of goals throughout the organization and consistency of
processes, actions, information, and decisions among organizational units in support of
these goals.

Effective alignment requires common understanding of purposes and goals and use of
complementary measures and information to enable planning, tracking, analysis, and
improvement at three levels: the organization level, the key process level, and the work
unit level.

Benchmarking

Benchmarking is the continuous process of systematically comparing and measuring
products, services, and processes against leading organizations to improve performance.
At its essence, benchmarking involves systematically looking at proven ways to provide
better customer service and adapting these to the operations. It turns the
“not-invented-here” philosophy on its head, by focusing on the best practices of other
organizations.
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Cycle Time

Cycle time refers to responsiveness and completion time measures—the time required to
fulfill commitments or to complete tasks. Cycle time and related terms are used in the
Award Criteria to refer to all aspects of time performance.

Time measurements play a major role in the Award Criteria because of the great impor-
tance of time performance to improving competitiveness. Other time-related terms in
common use are: set-up time, change-over time, delivery time, and time to market.

High-Performance Work
High performance work refers to work approaches systematically directed toward
achieving ever higher levels of overall performance, including quality and productivity.

Approaches to high performance work vary in form, function, and incentive systems.
Effective approaches generally include: cooperation between management and the work
force, including work force bargaining units; cooperation among work units, often in-
volving teams; self-managed/self-directed responsibility (sometimes called empower-
ment); individual and organizational skill building and learning; flexibility in job design
and work assignments; an organizational structure with minimum layering (“flattened”)
where decision making is decentralized and decisions are made closest to the “front
line;” and regular use of performance measures, including comparisons. Some high per-
formance work systems use monetary and non-monetary incentives based upon factors,
such as organizational performance, team and/or individual contributions, and skill
building. Also, some high performance work approaches attempt to align the design of
organizations, work, jobs, and incentives.

Leadership System

Leadership system refers to how leadership is exercised throughout the organization—
the way that key decisions are made, communicated, and carried out at all levels. Itis
based upon shared values, expectations, and purposes; communicated and reinforced
via interactions among leaders and managers; reflected in the decisions the leaders
make; and evident in the actions of the organization. It includes the formal and informal
bases and mechanisms for leadership development used to select leaders and managers,
to develop their leadership skills, and to provide guidance and examples regarding be-
haviors and practices.

An effective leadership system creates clear values respecting the requirements of all
stakeholders of the organization and sets high expectations for performance and perfor-
mance improvement. It builds loyalties and teamwork based upon the values and the
pursuit of shared purposes. It encourages and supports initiative and risk taking, subor-
dinates organization to purpose and function, and minimizes reliance on chains of com-
mand that require long decision paths. An effective leadership system includes
mechanisms for the leaders’ self-examination and improvement.
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Measures and Indicators

Measures and indicators refer to numerical information that quantify (measures) input,
output, and performance dimensions of processes, products, and services. Measures and
indicators might be simple (derived from one measurement) or composite.

The Award Criteria do not make a rigid distinction between measures and indicators.
However, some users of these terms, and portions of the Criteria, use the term indicator:
(1) when the measurement relates to performance rather than to inputs; (2) when the
measurement relates to performance but is not a direct or exclusive measure of such per-
formance (e.g., the number of complaints is an indicator of dissatisfaction, but not a di-
rect or exclusive measure of it); and (3) when a performance or measure is a predictor
(“leading indicator’’) of some more significant performance (e.g., gain in customer satis-
faction might be a leading indicator of increased demand).

Performance

Performance refers to numerous results information obtained from processes, products,
and services that permits evaluation and comparison relative to goals, standards, past
results, and to others. Most commonly, the results address quality, efficiency and time,
and might be expressed on non-financial and financial terms.

Five types of performance are addressed in the criteria: (1) operational, (2) product and
service quality, (3) customer-related, (4) financial, and (5) mission/program.

Operational performance refers to performance relative to effectiveness and efficiency
measures and indicators. Examples include cycle time, productivity, and waste reduc-
tion. Operational performance might be measured at the work unit level, the key pro-
cess level, and the organization level.

Product and service quality performance refers to performance relative to measures and
indicators of product and service requirements derived from customer preference infor-
mation. Examples include reliability, on-time delivery, defect levels, and service re-
sponse time. Product and service quality performance generally relates to the
organization as a whole.

Customer-related performance refers to performance relative to measures and indicators
of customers’ perceptions, reactions, and behaviors. Examples include customer reten-
tion, complaints, customer survey results, and changes in demand for products and ser-
vices. Customer-related performance generally relates to the organization as a whole.

Financial performance refers to performance using measures of cost and revenue. Finan-
cial measures are generally tracked throughout the organization and are also aggregated
to give organization-level, composite measures of performance, including cost-benefit
and productivity.

Mission/program performance refers to non-financial measures used to assess the
organization’s success in achieving its intended purposes, goals and objectives. As with
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financial performance measures, they generally are tracked throughout the organization
and are also aggregated to give organization-level, composite measures of performance.

Performance Goal

Performance goal refers to a target level of performance expressed as a tangible, measur-
able objective against which actual achievement can be compared, including a goal ex-
pressed as a quantitative standard, value or rate.

Process

Process refers to linked activities with the purpose of producing a product or service for
a customer (user) within or outside the organization. Generally, processes involve com-
binations of people, machines, tools, techniques, and materials in a systematic series of
steps or actions.

In some situations, process performance might require adherence to a specific sequence
of steps, with documentation (sometimes formal) of procedures and requirements, in-
cluding well-defined measurement and control steps.

In many service situations, particularly when customers are directly involved in one or
more steps of the service, process is used in a more general way—to spell out what must
be done, possibly including a preferred or expected sequence. If a sequence is critical,
the service needs to include information for customers to help them understand and
adhere to the sequence. Service processes involving customers require guidance to the
servers on handling contingencies related to differing circumstances and to customers’
actions or behaviors.

In some cases, such as strategic planning, research, and analysis, process does not neces-
sarily imply formal sequences of steps. Rather, process implies general understandings
regarding competent performance, such as timing, options to be included, evaluation,
and reporting. Sequences might arise as part of these understandings.

Productivity

Productivity refers to measures of efficiency of the use of resources. Although the term is
often applied to single factors, such as manpower (labor productivity), machines, materi-
als, energy, and capital, the productivity concept applies as well to the total resources
consumed in producing outputs. Overall productivity—usually called total factor pro-
ductivity—is determined by combining the productivity of the different resources used
for an output. The combination usually requires taking a weighted average of the differ-
ent single factor productivity measures, where the weights typically reflect costs of the
resources. The use of an aggregate measure such as total factor productive allows a de-
termination of whether or not the net effect of overall changes in a process—possibly
involving resource tradeoffs—is beneficial.

Effective approaches to performance management require understanding and measuring

single-factor and total-factor productivity, particularly in complex cases when there are a
variety of costs and potential benefits.
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XIll. NOMINATION FORM

Applicant Organization

Name

Address

Highest Ranking Official in Applicant Organization

Signature

Name

Title

Address

Telephone

FAX

Size of Organization
Number of Employees
(list federal employees, civilian, military and contract support employees separately)

Number of Sites

Budget for Preceding Year (circle one)
0-$1M $10M-$100M $500M-$1B
$1M-10M $100M-$500M Over $1B

List Sites
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Official Point of Contact in Applicant Organization

Name

Title

Address

Telephone

FAX

Agency Coordinator (as described in Section 111, Application Instructions)

Signature

Name

Title

Address

Telephone

Date
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