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- Leading Change

“... there is an understandabl e temptation to ignore management reformsin favor of new policies and programs. However,
what matters most is performance and results. In the long term, there are few items more urgent than ensuring that the federal
government iswell run and results-oriented. ThisAdministration is dedicated to ensuring that the resources entrusted to the
federal government are well managed and wisely used. We owe that to the American people.”

President George W. Bush

The President’s vision for government reform is guided by three principles. Government should be:

— Citizen-centered, not bureaucracy-centered;
— Results-oriented;
— Market-based, actively promoting rather than stifling innovation through competition.

We encourage every organization to use the Army Performance Improvement Criteria (APIC) for self-assessment. The end
result will be a stronger, more effective Army, one better able to meet the challenges of the coming years. TheAPICisa
tool that will help organizations assess how they do business and identify opportunities for improvement. The use of the
Army’s Performance Improvement Criteria can serve as amajor Army leadership strategy to stimulate organi zational
learning, ensuring stewardship of the public trust. APIC provides leaders with an excellent tool to gauge organizational
performance. Further, it enables leaders to examine all aspects of the organization and facilitates sharing of best practicesto
promote change and create avenues of excellence for organizational learning.

The 2005 APIC is based on the 2005 Malcolm Baldrige Criteriafor Performance Excellence, and is the strategic framework
for leading change and assessing performance recommended by AR 5-1. For 15 years, the Baldrige Criteria has been used
by thousands of U.S. organizations to stay abreast of ever-increasing competition and to improve performance. Intoday’s
business environment, the Criteria hel ps organizations respond to the rapid pace of innovation, to focus on core
competencies, and to the challenges of outsourcing and supply chain management. It isthe basisfor the top quality award
programs in 44 States and over 60 nations. Whether your organization is small or large; tactical or non-tactical unit;
combat, combat support, or combat service support unit; school or garrison command; or an element of a headquarters staff,
the APIC provides a valuable framework that can help you plan for continuous performance improvement in an uncertain
environment. It isquite simply, “Management by Asking (and answering) 126 Good Questions’. It includes actual
examples from Army organizational self-assessmentsto assist in applying the Criteriato your organizations. These “real
world” examples should be helpful to relating the criteriato your activity and to enable its use as an assessment tool.

We thank the Assistant Chief of Staff, Installation Management (ACSIM), the U.S. Army Construction Engineering
Laboratory (CERL), instructors at the Army L ogistics Management College (ALMC) and the Laverne E. Weber Army
National Guard Professional Education Center (PEC) for providing valuable assistance in the development of this
handbook. We also extend thanks to organizations who provided category examples for inclusion in Appendix C.

Our Army At War - Relevant and Ready!

Our Army is at war with nearly 50 percent of its forces engaged in combat. We will continue to be so for the foreseeable future.

Our Army is a proud member of the Joint Force expertly serving our nation and its citizens as we continuously strive toward new goals and
improve performance.

Our Soldiers, their training, readiness, and welfare, are central to all we do.

Our individual and organizational approach to our duties and tasks must reflect the seriousness and sense of urgency characteristic of an
Army at war. Our Soldiers and our nation deserve nothing less.

We are at war.
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- Core Values, Concepts, and Framework

Criteria Purposes

The Ciriteria are the basis for organizational self-
assessments, for making Awards, and for giving feedback
to applicants. In addition, the Criteria have three impor-
tant rolesin strengthening Army organizations.

B to help improve organizational performance practices,
capabilities, and results

m to facilitate communication and sharing of best prac-
tices information among organizations of all types.

W to serve as a working tool for understanding and
managing performance and for guiding organizational
planning and opportunities for learning

Criteria for Performance Excellence Goals

The Criteria are designed to help organizations use an
integrated approach to organizational performance
management that results in

m delivery of ever-improving value to customers,
contributing to marketplace success

B improvement of overall organizational effectiveness
and capabilities

B organizational and personal learning

Core Values and Concepts

The Criteria are built upon the following set of interrelated
Core Values and Concepts:

W visionary leadership
customer-driven excellence
organizational and personal learning
valuing employees and partners
agility
focus on the future
managing for innovation
management by fact
social responsibility

focus on results and creating value

systems perspective

These values and concepts, described below, are embedded
beliefs and behaviors found in high-performing organiza-
tions. They are the foundation for integrating key business
requirements within a results-oriented framework that
creates a basis for action and feedback.

Visionary Leadership

Your organization’s senior leaders should set directions and
create a customer focus, clear and visible values, and high
expectations. The directions, values, and expectations should
balance the needs of all your stakeholders. Your leaders

should ensure the creation of strategies, systems, and methods
for achieving performance excellence, stimulating innovation,
building knowledge and capabilities, and ensuring organiza-
tional sustainability. The values and strategies should help
guide all of your organization’s activities and decisions. Senior
leaders should inspire and motivate your entire workforce
and should encourage all employees to contribute, to develop
and learn, to be innovative, and to be creative. Senior leaders
should be responsible to your organization’s governance
body for their actions and performance. The governance
body should be responsible ultimately to all your stakehold-
ers for the ethics, actions, and performance of your organi-
zation and its senior leaders.

Senior leaders should serve as role models through their
ethical behavior and their personal involvement in planning,
communications, coaching, development of future leaders,
review of organizational performance, and employee rec-
ognition. As role models, they can reinforce ethics, values,
and expectations while building leadership, commitment,
and initiative throughout your organization.

Customer-Driven Excellence

Quality and performance are judged by an organization’s
customers. Thus, your organization must take into account
all product and service features and characteristics and all
modes of customer access that contribute value to your
customers. Such behavior leads to customer acquisition,
satisfaction, preference, referral, retention and loyalty, and
business expansion. Customer-driven excellence has both
current and future components: understanding today’s
customer desires and anticipating future customer desires
and marketplace potential.

Value and satisfaction may be influenced by many factors
throughout your customers’ overall purchase, ownership,
and service experiences. These factors include your organi-
zation’s relationships with customers, which help to build
trust, confidence, and loyalty.

Customer-driven excellence means much more than reduc-
ing defects and errors, merely meeting specifications, or
reducing complaints. Nevertheless, these factors contribute
to your customers’ view of your organization and thus also
are important parts of customer-driven excellence. In addi-
tion, your organization’s success in recovering from defects
and mistakes is crucial to retaining customers and building
customer relationships.

Customer-driven organizations address not only the prod-
uct and service characteristics that meet basic customer
requirements but also those features and characteristics that
differentiate products and services from competing offerings.
Such differentiation may be based upon new or modified
offerings, combinations of product and service offerings,
customization of offerings, multiple access mechanisms,
rapid response, or special relationships.

US ARMY
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Customer-driven excellence is thus a strategic concept. It is
directed toward customer retention and loyalty, market
share gain, and growth. It demands constant sensitivity to
changing and emerging customer and market requirements
and to the factors that drive customer satisfaction and
loyalty. It demands listening to your customers. It demands
anticipating changes in the marketplace. Therefore, custo-
mer-driven excellence demands awareness of developments
in technology and competitors’ offerings, as well as rapid
and flexible response to customer and market changes.

Organizational and Personal Learning

Achieving the highest levels of business performance requires
a well-executed approach to organizational and personal
learning. Organizational learning includes both continuous
improvement of existing approaches and significant change,
leading to new goals and approaches. Learning needs to be
embedded in the way your organization operates. This
means that learning (1) is a regular part of daily work; (2) is
practiced at personal, work unit, and organizational levels;
(3) results in solving problems at their source (“root cause”);
(4) is focused on building and sharing knowledge throughout
your organization; and (5) is driven by opportunities to effect
significant, meaningful change. Sources for learning include
employees’ ideas, research and development (R&D), custo-
mers’ input, best practice sharing, and benchmarking.

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

Employees’ success depends increasingly on having oppor-
tunities for personal learning and on practicing new skills.
Organizations invest in employees’ personal learning through
education, training, and other opportunities for continuing
growth and development. Such opportunities might include
job rotation and increased pay for demonstrated knowledge
and skills. On-the-job training offers a cost-effective way to
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train and to better link training to your organizational needs
and priorities. Education and training programs may benefit
from advanced technologies, such as computer- and Internet-
based learning and satellite broadcasts.

Personal learning can result in (1) more satisfied and versatile
employees who stay with your organization, (2) organizational
cross-functional learning, (3) the building of your organiza-
tion’s knowledge assets, and (4) an improved environment
for innovation.

Thus, learning is directed not only toward better products
and services but also toward being more responsive, adap-
tive, innovative, and efficient—giving your organization
marketplace sustainability and performance advantages and
giving your employees satisfaction and motivation to excel.

Valuing Employees and Partners

An organization’s success depends increasingly on the diverse
backgrounds, knowledge, skills, creativity, and motivation of
all its employees and partners.

Valuing employees means committing to their satisfaction,
development, and well-being. Increasingly, this involves
more flexible, high-performance work practices tailored to
employees with varying workplace and home life needs.
Major challenges in the area of valuing employees include
(1) demonstrating your leaders’ commitment to your em-
ployees’ success, (2) providing recognition that goes beyond
the regular compensation system, (3) offering development
and progression within your organization, (4) sharing your
organization’s knowledge so your employees can better serve
your customers and contribute to achieving your strategic
objectives, (5) creating an environment that encourages risk
taking and innovation, and (6) creating a supportive environ-
ment for a diverse workforce.

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

External partnerships might be with customers, suppliers,
and education organizations. Strategic partnerships or al-
liances are increasingly important kinds of external partner-
ships. Such partnerships might offer entry into new markets
or a basis for new products or services. Also, partnerships
might permit the blending of your organization’s core com-
petencies or leadership capabilities with the complementary
strengths and capabilities of partners.

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

Agility

Success in globally competitive markets demands agility—

a capacity for rapid change and flexibility. E-business
requires and enables more rapid, flexible, and customized
responses. Businesses face ever-shorter cycles for the intro-
duction of new/improved products and services, as well as
for faster and more flexible responses to customers. Major
improvements in response times often require simplification
of work units and processes or the ability for rapid changeover
from one process to another. Cross-trained and empowered
employees are vital assets in such a demanding environment.

A major success factor in meeting competitive challenges is
the design-to-introduction (product or service initiation) or
innovation cycle time. To meet the demands of rapidly
changing global markets, organizations need to carry out
stage-to-stage integration (such as concurrent engineering)
of activities from research or concept to commercialization.

All aspects of time performance now are more critical, and
cycle time has become a key process measure. Other impor-
tant benefits can be derived from this focus on time; time
improvements often drive simultaneous improvements in
organization, quality, cost, and productivity.

Focus on the Future

In today’s competitive environment, creating a sustainable
organization requires understanding the short- and longer-
term factors that affect your business and marketplace. Pur-
suit of sustainable growth and market leadership requires a
strong future orientation and a willingness to make long-term
commitments to key stakeholders—your customers, employ-
ees, suppliers and partners, stockholders, the public, and your
community.

Your organization’s planning should anticipate many factors,
such as customers’ expectations, new business and partner-
ing opportunities, employee development and hiring needs,
the increasingly global marketplace, technological develop-
ments, the evolving e-business environment, changes in cus-
tomer and market segments, evolving regulatory require-
ments, community and societal expectations, and strategic
moves by competitors. Strategic objectives and resource al-
locations need to accommodate these influences. A focus on
the future includes developing employees and suppliers,
doing effective succession planning, creating opportunities
for innovation, and anticipating public responsibilities.

Managing for Innovation

Innovation means making meaningful change to improve an
organization’s products, services, processes, and operations
and to create new value for the organization’s stakeholders.
Innovation should lead your organization to new dimensions

of performance. Innovation is no longer strictly the purview
of research and development departments; innovation is im-
portant for all aspects of your business and all processes.
Organizations should be led and managed so that innovation
becomes part of the learning culture. Innovation should be
integrated into daily work and should be supported by your
performance improvement system.

Innovation builds on the accumulated knowledge of your
organization and its employees. Therefore, the ability to
rapidly disseminate and capitalize on this knowledge is criti-
cal to driving organizational innovation.

Management by Fact

Organizations depend on the measurement and analysis of
performance. Such measurements should derive from busi-
ness needs and strategy, and they should provide critical data
and information about key processes, outputs, and results. Many
types of data and information are needed for performance
management. Performance measurement should include
customer, product, and service performance; comparisons of
operational, market, and competitive performance; supplier,
employee, cost, and financial performance; and corporate
governance and compliance. Data should be segmented by,
for example, markets, product lines, and employee groups to
facilitate analysis.

Analysis refers to extracting larger meaning from data and
information to support evaluation, decision making, and
improvement. Analysis entails using data to determine trends,
projections, and cause and effect that might not otherwise
be evident. Analysis supports a variety of purposes, such as
planning, reviewing your overall performance, improving
operations, change management, and comparing your perfor-
mance with competitors’ or with “best practices” benchmarks.

A major consideration in performance improvement and
change management involves the selection and use of per-
formance measures or indicators. The measures or indicators
you select should best represent the factors that lead to improved
customer, operational, financial, and ethical performance. A
comprehensive set of measures or indicators tied to customer and
organizational performance requirements represents a clear basis
for aligning all processes with your organization’s goals. Through
the analysis of data from your tracking processes, your
measures or indicators themselves may be evaluated and
changed to better support your goals.

Social Responsibility

An organization’s leaders should stress responsibilities to the
public, ethical behavior, and the need to practice good citizen-
ship. Leaders should be role models for your organization in
focusing on business ethics and protection of public health,
safety, and the environment. Protection of health, safety, and
the environment includes your organization’s operations, as
well as the life cycles of your products and services. Also,
organizations should emphasize resource conservation and
waste reduction at the source. Planning should anticipate
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adverse impacts from production, distribution, transportation,
use, and disposal of your products. Effective planning should
prevent problems, provide for a forthright response if prob-
lems occur, and make available information and support

needed to maintain public awareness, safety, and confidence.

For many organizations, the product design stage is critical
from the point of view of public responsibility. Design
decisions impact your production processes and often the
content of municipal and industrial waste. Effective design
strategies should anticipate growing environmental con-
cerns and responsibilities.

Organizations should not only meet all local, state, and federal
laws and regulatory requirements, but they should treat these
and related requirements as opportunities for improvement
“beyond mere compliance.” Organizations should stress
ethical behavior in all stakeholder transactions and interac-
tions. Highly ethical conduct should be a requirement of and
should be monitored by the organization’s governance body.

Practicing good citizenship refers to leadership and support—
within the limits of an organization’s resources—of publicly
important purposes. Such purposes might include improv-
ing education and health care in your community, pursuing
environmental excellence, practicing resource conservation,
performing community service, improving industry and busi-
ness practices, and sharing nonproprietary information. Leader-
ship as a corporate citizen also entails influencing other orga-
nizations, private and public, to partner for these purposes.

Managing social responsibility requires the use of appropriate
measures and leadership responsibility for those measures.

Focus on Results and Creating Value

An organization’s performance measurements need to focus
on key results. Results should be used to create and balance
value for your key stakeholders—customers, employees,
stockholders, suppliers and partners, the public, and the
community. By creating value for your key stakeholders,
your organization builds loyalty and contributes to growing
the economy. To meet the sometimes conflicting and
changing aims that balancing value implies, organizational
strategy should explicitly include key stakeholder require-
ments. This will help ensure that plans and actions meet
differing stakeholder needs and avoid adverse impacts on
any stakeholders. The use of a balanced composite of lead-
ing and lagging performance measures offers an effective
means to communicate short- and longer-term priorities,
monitor actual performance, and provide a clear basis for
improving results.

Systems Perspective

The APIC provides a systems perspective for

managing your organization and its key processes to achieve
results—performance excellence. The seven APC Cate-
gories and the Core Values form the building blocks and the
integrating mechanism for the system. However, successful

APIC ’

management of overall performance requires organization-
specific synthesis, alignment, and integration. Synthesis means
looking at your organization as a whole and builds upon key
business requirements, including your strategic objectives
and action plans. Alignment means using the key linkages
among requirements given in the APIC Categories to
ensure consistency of plans, processes, measures, and actions.
Integration builds on alignment so that the individual com-
ponents of your performance management system operate
in a fully interconnected manner.

These concepts are depicted in the APIC framework on
page 5. A systems perspective includes your senior leaders’
focus on strategic directions and on your customers. It
means that your senior leaders monitor, respond to, and
manage performance based on your business results. A
systems perspective also includes using your measures,
indicators, and organizational knowledge to build your key
strategies. It means linking these strategies with your key
processes and aligning your resources to improve overall
performance and satisty customers.

Thus, a systems perspective means managing your whole
organization, as well as its components, to achieve success.

Criteria for Performance Excellence
Framework

The Core Values and Concepts are embodied in seven
Categories, as follows:

I Leadership
Strategic Planning

Customer and Market Focus

A W N

Measurement, Analysis, and Knowledge
Management

5 Human Resource Focus
6 Process Management

7 Business Results

The figure on page 5 provides the framework connecting
and integrating the Categories.

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

Organizational Profile

Your Organizational Profile Setsthe context

for the way your organization operates. Your environment,
key working relationships, and strategic challenges serve as
an overarching guide for your organizational performance
management system.

System Operations

The system operations are composed of the six AAC
Categories in the center of the figure that define your
operations and the results you achieve.
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Leadership (Category 1), Strategic Planning (Category 2),
and Customer and Market Focus (Category 3) represent the
leadership triad. These Categories are placed together to
emphasize the importance of a leadership focus on strategy
and customers. Senior leaders set your organizational direc-
tion and seek future opportunities for your organization.

Human Resource Focus (Category 5), Process Management
(Category 6), and Business Results (Category 7) represent
the results triad. Your organization’s employees and key
processes accomplish the work of the organization that
yields your business results.

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

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

System Foundation

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

Criteria Structure

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

Items
There are 19 Items, each focusing on a maijor requirement.

Areas to Address

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

The Army Performance Improvement Criteria Performance Excellence Framework: A Systems Perspective

2
Strategic

o Planning

|
Leadership I

3
\ Customer and
Market Focus

(=)

5
Human Resource
Focus \
7
1 Business
Results

6

Process /

Management

4
Measurement, Analysis, and Knowledge Management
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Key Characteristics of the Criteria

- Key Characteristics of the Criteria

I. The Criteria focus on business results. 3. The Criteria support a systems perspective to

The Criteria focus on the key areas of organizational
performance given below.

Organizational performance areas:
(1) product and service outcomes
(2) customer-focused results
(3) financial and market results
(4) human resource results

(5) organizational effectiveness results, including
key internal operational performance measures

(6) leadership and social responsibility results

The use of this composite of measures is intended to en-
sure that strategies are balanced—that they do not inap-
propriately trade off among important stakeholders, ob-
jectives, or short- and longer-term goals.

2. The Criteria are nonprescriptive and adaptable.

The Criteria are made up of results-oriented require-
ments. However, the Criteria do not prescribe

® how your organization should be structured;

m that your organization should or should not
have departments for quality, planning, or other
functions; or

m that different units in your organization should be
managed in the same way.

These factors differ among organizations, and they are
likely to change as needs and strategies evolve.

The Criteria are nonprescriptive for the following reasons:

(1) The focus is on results, not on procedures, tools, or
organizational structure. Organizations are encour-
aged to develop and demonstrate creative, adaptive,
and flexible approaches for meeting requirements.
Nonprescriptive requirements are intended to foster
incremental and major (“breakthrough”) improve-
ments, as well as basic change through innovation.

(2) The selection of tools, techniques, systems, and
organizational structure usually depends on factors
such as business type and size, organizational rela-
tionships, your organization’s stage of development,
and employee capabilities and responsibilities.

(3) A focus on common requirements, rather than on
common procedures, fosters understanding, com-
munication, sharing, alignment, and integration,
while supporting innovation and diversity in
approaches.

APIC 6

maintaining organization-wide goal alignment.

The systems perspective to goal alignment is embedded
in the integrated structure of the Core Values and Con-
cepts, the Organizational Profile, the Criteria, the Scor-
ing Guidelines, and the results-oriented, cause-effect
linkages among the Criteria Items.

Alignment in the Criteria is built around connecting and
reinforcing measures derived from your organization’s
processes and strategy. These measures tie directly to
customer value and to overall performance. The use of
measures thus channels different activities in consistent
directions with less need for detailed procedures, central-
ized decision making, or overly complex process manage-
ment. Measures thereby serve both as a communications
tool and as a basis for deploying consistent overall per-
formance requirements. Such alignment ensures consis-
tency of purpose while also supporting agility, innovation,
and decentralized decision making.

A systems perspective to goal alignment, particularly
when strategy and goals change over time, requires
dynamic linkages among Criteria Items. In the Criteria,
action-oriented cycles of learning take place via feedback
between processes and results.

The learning cycles have four, clearly defined stages:

(1) planning, including design of processes, selection
of measures, and deployment of requirements

(2) executing plans

(3) assessing progress and capturing new knowledge,
taking into account internal and external results

(4) revising plans based upon assessment findings,
learning, new inputs, new requirements, and
opportunities for innovation

The Criteria support goal-based diagnosis.

The Criteria and the Scoring Guidelines make up a two-
part diagnostic (assessment) system. The Criteria are a
set of 19 performance-oriented requirements. The Scor-
ing Guidelines spell out the assessment dimensions—
Process and Results—and the key factors used to assess
each dimension. An assessment thus provides a profile of
strengths and opportunities for improvement relative to
the 19 performance-oriented requirements and relative
to process and performance maturity as determined by
the Scoring Guidelines. In this way, assessment leads to
actions that contribute to performance improvement in
all areas, as described in the box above. This diagnostic
assessment is a useful management tool that goes beyond
most performance reviews and is applicable to a wide
range of strategies and management systems.
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Il Changes from the 2004 Criteria

The Criteria for Performance Excellence continue to evolve,
to help business address a dynamic environment. The specific
and focused demands on senior leaders, the need to attend
to long-term (as well as short-term) organizational sustain-
ability, the challenges of organizational innovation to gain
and sustain competitive advantages, the difficulty of plan and
process execution, and the clear need for alignment of all
aspects of your performance management system with your
results measurements receive greater attention in the 2005
Criteria. The Criteria continue to emphasize the central role
that customers play in defining and achieving performance
excellence and the importance of key partners and suppliers
in your organizational success.

Criteria questions have been better aligned throughout the
seven Categories and with the Organizational Profile. These
changes have been made to improve: APIC  self-assessment
and external assessment; the determination of organizational
strengths, gaps, and alignment in approach, deployment,
learning, and integration (Categories 1-6); and the determi-
nation of organizational gaps, strengths of performance, and
opportunities in results areas (Category 7).

A primary consideration in the Criteria revisions has been
the important relationship between the Criteria Items and
the Scoring Guidelines. Together they form the assessment
system used by APIC Examiners and the one recom-
mended to you for self-assessment purposes. Basically, the
Criteria Item requirements ask how you accomplish the
work of your organization and what were the results. The
Scoring Guidelines help you assess how well you accom-
plish your work and how good are the results. By studying
the Criteria Item requirements and linkages among them,
you can gauge gaps in your performance management sys-
tem. By studying the Scoring Guidelines, particularly the
descriptors for the scoring ranges above the ranges of your
scores, you can identify opportunities for reaching the next
level of organizational performance.

After determining how, what, how well, and how good for
your organization, you are in an excellent position to accel-
erate your improvement journey. To facilitate the process of
acceleration, we have included an optional worksheet in this
year’s Criteria booklet. Thisworksheet is

for your use and is not for inclusion in a formal application

The most significant changes in the Criteria and the Criteria
booklet for 2005 are summarized as follows:

B The number of Areas to Address has been increased
from 32 to 33.

m Category 1, Leadership, now has a more defined
focus on leadership’s key responsibilities for guiding

and sustaining your organization and overseeing its
ethical stewardship.

m Category 2, Strategic Planning, has been given a clear
focus on planning and executing plans for short- and
long-term organizational sustainability.

m Category 4, Measurement, Analysis, and Knowledge
Management, has an enhanced focus on all aspects of
organizational performance review and information

quality.

m Category 6, Process Management, has an added
focus on operational planning to ensure availability of
financial resources and continuity of operations in an
emergency.

m Category 7, Business Results, now includes a specific
focus on results related to the leadership effectiveness
of your senior leaders.

m A new worksheet has been added for your internal
use in action planning, based on your  APIC : self-
assessment. This worksheet is optional and not to be
submitted with aformal Army Award application.

m Three terms have been added to the Glossary of Key
Terms: “diversity,” “partners,” and “sustainability.”

There have been some changes in almost all Criteria Items;
the most significant changes are highlighted and discussed
below.

Preface: Organizational Profile

m Item P.1, Organizational Description, now includes
an increased focus on the role of suppliers and distrib-
utors in all your key processes. This addition helps set
the context for your later Criteria Item responses.

®m Item P.2, Organizational Challenges, now includes a
specific request for strategic challenges associated with
long-term organizational stability to help focus think-
ing in this important area.

Category |: Leadership
m Item 1.1, now Senior Leadership, has been rewritten
to highlight your senior leaders’ role in setting and
communicating vision, values, and a focus on customers
and accomplishing your organization’s objectives. It
also focuses on your senior leaders’ key role in devel-
oping future leaders.

B Item 1.2, now Governance and Social Responsibilities,
has been modified to include leadership responsibilities
for all aspects of good governance of your organization.

US ARMY




Changes from the 2004 Criteria

Category 2: Strategic Planning
B Item 2.1, Strategy Development, has been rewritten
to clearly address the key aspects of strategy develop-
ment, including your ability to execute the strategic

plan.

Category 3: Customer and Market Focus

m The Items in this Category have an enhanced focus on
your use of customer complaint data and your organi-
zation’s processes for minimizing customer dissatisfac-
tion and loss of repeat business.

B Item 3.1, Customer and Market Knowledge, has an
enhanced focus on identifying current and potential
customers for both existing and new products and
services.

Category 4: Measurement, Analysis, and Knowledge
Management
B Item 4.1, now Measurement, Analysis, and Review
of Organizational Performance, has an added
emphasis on the purpose and use of the results of
analyses and reviews, including strategic decisions for
your organization.

m Item 4.2, Information and Knowledge
Management, has a new Area to Address on data, in-
formation, and knowledge quality in recognition of the
challenges all organizations face in this area. This Item
also now addresses the availability of data and infor-
mation in the event of an emergency.

Category 5: Human Resource Focus

B The Items in this Category have an added focus on
how work systems and employee learning reinforce
accomplishment of your organization’s action plans
and retention of critical organizational knowledge.
These are key issues associated with long-term
sustainability.

APIC s
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Category 6: Process Management
B Item 6.2, now Support Processes and Operational
Planning, has a new Area to Address on operational
planning. This Area focuses on financial planning and
stewardship of resources, as well as your process for
continuity of operations in case of an emergency.

Category 7: Business Results
m Item 7.1, now Product and Service Qutcomes, has
been given a value of 100 points to indicate the impor-
tance of product and service performance results to
customer satisfaction, loyalty, and long-term business
success.

m Item 7.6, now Leadership and Social Responsibility
Results, addresses all your key governance, senior
leadership, and social responsibility results. The Item
places in one location the evidence of your accom-
plishment of organizational strategy, ethical behavior,
fiscal accountability, legal compliance, and organiza-
tional citizenship.
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Army Performance Improvement Criteria Item Listing

P | Preface: Organizational Profile

P.1  Organizational Description

P.2  Organizational Challenges

2005 Categories and Items Point Values
1 Leadership 120
1.1 Senior Leadership 70
1.2 Governance and Social Responsibilities 50
2 | Strategic Planning 85
2.1 Strategy Development 40
2.2 Strategy Deployment 45
B Customer and Market Focus 85
3.1 Customer and Market Knowledge 40
3.2 Customer Relationships and Satisfaction 45
n Measurement, Analysis, and Knowledge Management 90

4.1 Measurement, Analysis, and Review of Organizational Performance 45

4.2 Information and Knowledge Management 45
5 | Human Resource Focus 85
5.1 Work Systems 35
5.2  Employee Learning and Motivation 25
5.3 Employee Well-Being and Satisfaction 25
n Process Management 85
6.1 Value Creation Processes 45
6.2 Support Processes and Operational Planning 40
Business Results 450
7.1 Product and Service Outcomes 100
7.2 Customer-Focused Results 70
7.3 Financial and Market Results 70
7.4 Human Resource Results 70
7.5 Organizational Effectiveness Results 70
7.6 Leadership and Social Responsibility Results 70
TOTAL POINTS 1000
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Importance of Beginning With Your Organizational Profile
Your Organizational Profile is critically important because

® it is the most appropriate starting point for self-assessment and for writing an application;

it helps you identify potential gaps in key information and focus on key performance requirements and business results;

it is used by the Examiners and Judges in application review, including the site visit, to understand your organization
and what you consider important; and

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

n Preface: Organizational Profile

The Organizational Profile is a snapshot of your organization, the kev influences on How you operate, and the ey chal-
lenges you face.

P.1 Organizational Description

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

Within your response, include answers to the following questions:

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

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

(3) What is your employee profile? What are your categories and types of employees? What are their
educational Levets? What are your organization’s workforce and job piversiTy, organized bargaining
units, use of contract employees, and special health and safety requirements?

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

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

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

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

(3) What role do suppliers and distributors play in your vALUE CReATION and KEeY support processes? What role,
if any, do they play in your organizational INNOVATION PROCESsEs? What are your most important types of
suppliers and distributors? What are your most important supply chain requirements?

(49) What are your kev supplier and customer partnering relationships and communication mechanisms?

APIC 0
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N1. Product and service delivery mechanisms to your
customers (P.1a[1]) might be direct or through deal-
ers, distributors, or channel partners.

N2. Market segments (P.1b[2]) might be based on
product or service lines or features, geography, distri-
bution channels, business volume, or other factors
that are important to your organization to define re-
lated market characteristics.

N3. Customer and stakeholder group and market seg-
ment requirements (P.1b[2]) might include on-time

delivery, low defect levels, ongoing price reductions,
electronic communication, and after-sales service.

N4. Communication mechanisms (P.1b[4]) should be
two-way and might be in person, via regular mail or
e-mail, or by telephone. For many organizations, these
mechanisms may change as marketplace requirements
change.

For definitions of key terms presented throughout the Criteria and Scoring Guidelines text in sMmALL cAPs/

sANs serIF, see the Glossary of Key Terms

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

meaning of the information being requested.

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

Recommendation

It is strongly recommended that the Organizational Profile be prepared
first and then used as a guide in self-assessment and in writing and
reviewing an Army Award Program application.
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P.2 Organizational Challenges
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[_No

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

PERFORMANCE improvement.

Within your response, include answers to the following questions:

a. Competitive Environment

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

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

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

b. STRATEGIC CHALLENGES

‘What are your key business, operational, and human resource sTRATEGIC cHALLENGES? What are your KeY
STRATEGIC CHALLENGES associated with organizational SUSTAINABILITY?

c. PERFORMANCE Improvement System

How do you maintain an overall organizational focus on PERFORMANCE improvement, including organizational
LEARNING? How do you achieve sysTemaTIC evaluation and improvement of Key PROCESSES?

N1. Principal factors (P.2a[2]) might include differen-
tiators such as price leadership, design services,
e-services, geographic proximity, and warranty and
product options.

N2. Strategic challenges (P.2b) might include rapid
technological change, disruptive technologies that
rapidly revolutionize or make obsolete existing pro-
cesses or products, reduced cycle times for product
introduction, industry volatililty, declining market
share, changing marketplace, mergers and acquisitions,
global marketing and competition, customer retention,
changing or emerging customer or regulatory require-
ments, employee retention, an aging workforce, and
value chain integration.

N3. Performance improvement (P.2¢) is an assessment
dimension used in the Scoring System to evaluate the

maturity of organizational approaches and deployment
This question isintended to help

you and the APEA KExaminers set an overall context
for your approach to performance improvement.

N4. Overall approaches to process improvement (P.2¢)
might include implementing a Lean Enterprise System,
applying Six Sigma methodology, using ISO 9000:2000
standards, or employing other process improvement
tools.

Page Limit

For Army Award Program applicants (ACOE,APEA), the Organizational Profile is

limited to five pages. These pages are not counted in the overall application page limit.
Typing and format instructions for the Organizational Profile are the same as for the
application.

APIC 2
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Preface: Organizational Profile

The Organizational Profile provides an overview of your

organization. The profile addresses your operating environment,

your key organizational relationships, your competitive
environment and strategic challenges, and your approach to

performance improvement. Your Organizational Profile provides

acontext for understanding your organization and for guiding
and prioritizing the information you present in response to the
Criterialtemsin Categories 1-7.

P.1 Organizational Description

Purpose

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

13

Comments

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

Use of such termsas*“ purpose,” “vision,” “mission,” and
“values’ vary depending on the organization, and some

organi zations may not use one or more of these terms.
Nevertheless, you should have a clear understanding of the
essence of your organization, why it exists, and where your
senior leaders want to take the organization in the future. This
clarity enables you to make and implement strategic decisions
affecting the future of your organization.

Theregulatory environment in which you operate places
reguirements on your organization and impacts how you run
it. Understanding this environment is key to making effective
operational and strategic decisions. Further, it allowsyouto
identify whether you are merely complying with the minimum
reguirements of applicable laws and regulations or exceeding
them, ahallmark of leading organizations.

L eading organizations have well-defined governance systems
with clear reporting relationships. It isimportant to clearly
identify which functions are performed by senior leaders and,
as applicable, by your board of directors and your parent
organization. Board independence and accountability are
frequently key considerationsin governance structure.

In supplier-dependent organizations, suppliers play critical
rolesin processes that are important to running the

organi zation and to maintaining or achieving a sustainable
competitive advantage. Supply chain requirements might
include on-time or just-in-time delivery, flexibility, variable
staffing, research and design capability, and customized
manufacturing or services.

P.2 Organizational Challenges
Purpose

This Item addresses the competitive environment in which your
organization operates and the key strategic challenges that your
organization faces. It also addresses how you approach
performance improvement and organizational learning. Theaim
isto understand your key organizational challenges and your
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system for maintaining a sustainabl e advantage.

Comments

= Knowledge of an organization’s strengths, vulnerabilities, and
opportunities for both improvement and growth is essential to
the success and sustainability of the business. With this
knowledge, you can identify those products, service offerings,
processes, and performance attributes that are unique to your
organi zation; those that set you apart from your competitors;
and those that help you to sustain your competitive advantage.

= Understanding who your competitors are, how many you
have, and their key characteristicsis essential for determining
what your competitive advantageisin your industry and
marketplace. L eading organizations have an in-depth
understanding of their current competitive environment,
including the factors that affect day-to-day performance and
factorsthat could impact future performance.

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

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

= A particularly significant challenge, if it occursto your
organization, is being unprepared for a disruptive technology
that threatens your competitive position or your marketplace.
Examples of such technologiesinclude personal computers
replacing typewriters; cell phones challenging traditional
phones and pay phones; fax machines capturing business from
overnight delivery services; and e-mail challenging all other
means of correspondence. Today, organizations need to be
scanning the environment inside and outside their immediate
industry to detect such challenges at the earliest possible point
intime.

APIC y

® One of the many issues facing organizations today ishow to
manage, use and share your ever-increasing organizational
knowledge. Leading organizations aready benefit from the
knowledge assets of their employees, customers, suppliers, and
partners, who together drive organizational learning and improve
performance.
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n Leadership (120 pts)

The Leadership Category examines HOw your organization’s SENIOR LEADERS guide and sustain your organization. Also
examined are your organization’s GOVERNANCE and How your organization addresses its ethical, legal, and community
responsibilities.

1.1 Senior Leadership (70 pts.) =3

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

Within your response, include answers to the following questions:

a. VisioN and VALUES
(1) How do SENIOR LEADERS set organizational vision and vaLues? How do SenIOR LEADERS deploy your organization’s
visioN and VALUEs through your LeaDERsHIP sYsTEM, to all employees, to key suppliers and PARTNERs, and to
CUSTOMERS, as appropriate? How do their personal actions reflect a commitment to the organization’s
VALUES?

(2) How do SENIOR LEADERS promote an environment that fosters and requires legal and ETHICAL BEHAVIOR?

(3) How do SENIOR LEADERS create a SUSTAINABLE organization? How do SENIOR LEADERS create an environment for
performance improvement, accomplishment of STRATEGIC OBJECTIVES, INNOVATION, and organizational agility?
How do they create an environment for organizational and employee LeaRNING? How do they personally
participate in succession planning and the development of future organizational leaders?

b. Communication and Organizational PERFORMANCE
(1) How do SENIOR LEADERS communicate with, empower, and motivate all employees throughout the
organization? How do SENIOR LEADERs encourage frank, two-way communication throughout the
organization? How do SENIOR LEADERs take an active role in employee reward and recognition to
reinforce high perForMANCE and a cusTomer and business focus?

(2) How do SENIOR LEADERS create a focus on action to accomplish the organization’s objectives, improve
PERFORMANCE, and attain your vision? How do seNIOR LeaDERs include a focus on creating and balancing vaLue
for customers and other STAKEHOLDERS in their organizational PERFORMANCE expectations?

| _Notes: |||

N1. Organizational vision (1.1a[1]) should set the N3. A focus on action (1.1b[2]) considers both the
context for strategic objectives and action plans, which people and the hard assets of the organization. It in-
are described in Items 2.1 and 2.2. cludes ongoing improvements in productivity that

may be achieved through eliminating waste or reduc-
ing cycle time, and it might use techniques such as Six
Sigma and Lean Production. It also includes the actions
to accomplish the organization’s strategic objectives.

N2. A sustainable organization (1.1a[3]) is capable of
addressing current business needs and possesses the
agility and strategic management to prepare success-
fully for its future business and market environment.
In this context, the concept of innovation includes N4. Your organizational performance results should
both technological and organizational innovation to be reported in Items 7.1-7.6.

succeed in the future.

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

in your Organizational Profile; and the maturity of your approaches, breadth of deployment, and strength of your
improvement process and results relative to the Scoring System. Refer to the Scoring System information.
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1.2 Governance and Social Responsibilities (50 pts.)
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| Not

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

Within your response, include answers to the following questions:

a. Organizational GOVERNANCE

(1) How does your organization address the following key factors in your GOVERNANCE system:

e accountability for management’s actions

e fiscal accountability

® transparency in operations and selection and disclosure policies for GoverRnANCE board members, as

appropriate

¢ independence in internal and external audits

e protection of stakeHoLDErR and stockholder interests, as appropriate

(2) How do you evaluate the PERFORMANCE of your SENIOR LEADERs, including the chief executive? How do you
evaluate the pERFORMANCE of members of the GoverRNANCE board, as appropriate? How do SENIOR LEADERs and
the covernance board use these PERFORMANCE reviews to improve both their personal leadership effective-
ness and that of your board and LEADERSHIP SYSTEM, as appropriate?

b. Legal and ETHICAL BEHAVIOR

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

(2) How does your organization promote and ensure ETHICAL BEHAVIOR in all your interactions? What are your
KEY PROCESSES and MEASURES Or INDICATORS for enabling and monitoring ETHICAL BEHAVIOR in your GOVERNANCE
structure, throughout your organization, and in interactions with customers and PaRTNERs? How do you
monitor and respond to breaches of ETHICAL BEHAVIOR?

c. Support of KEy Communities

How does your organization actively support and strengthen your key communities? How do you identify kev
communities and determine areas of emphasis for organizational involvement and support? What are your
KEY communities? How do your senior LEADERs and your employees contribute to improving these communities?

N1. Societal responsibilities in areas critical to your
business also should be addressed in Strategy Develop-
ment (Item 2.1) and in Process Management (Cate-
gory 6). Key results, such as results of regulatory and
legal compliance or environmental improvements
through use of “green” technology or other means,
should be reported as Leadership and Social Responsi-
bility Results (Item 7.6).

N2. Transparency in operations (1.2a[1]) should include
your internal controls on governance processes.

N3. Leadership performance evaluation (1.2a[2]) might
be supported by peer reviews, formal performance
management reviews (5.1b), and formal or informal
employee and other stakeholder feedback and surveys.

APIC y

N4. Measures or indicators of ethical behavior (1.2b[2])
might include the percentage of independent board
members, measures of relationships with stockholder
and nonstockholder constituencies, instances of ethical
conduct breaches and responses, survey results on em-
ployee perceptions of organizational ethics, ethics
hotline use, and results of ethics reviews and audits.

N5. Areas of community support appropriate for inclu-
sion in 1.2¢ might include your efforts to strengthen
local community services, education, and health; the
environment; and practices of trade, business, or pro-
fessional associations.

N6. The health and safety of employees are not ad-
dressed in Item 1.2; you should address these employee
factors in Item 5.3.
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Leadership (Category |)

L eadership addresses how your senior leaders guide and sustain

your organization, setting organizational vision, values, and

performance expectations. Attention is given to how your senior

leaders communi cate with employees, develop future leaders,

and create an environment that encourages ethical behavior and

high performance. The Category also includes your
organization's governance system, itslegal and ethical
responsibilities to the public, and how your organization
supportsits community.

I.1 Senior
Leadership

Purpose

Thisitem examinesthe
key aspects of your
senior leaders
responsibilities. It
examines how your
senior leaders set and
communicatethe
organization'svision
and values. It focuses
on the actions of your
senior leadersto create
and sustain a high-
performance

organization.
Comments

e Senior leadership’s
central rolesin
setting values and
directions,
communicating,
creating and balancing value for all stakeholders, and creati
an organizational biasfor action are the focus of this Item.
Success requires a strong orientation to the future and a
commitment to both improvement and innovation.
Increasingly, this requires creating an environment for
empowerment, agility, and learning.

¢ |n highly respected organizations, senior leaders are
committed to the devel opment of the organization’s future
leaders and to the reward and recognition of employee

ng

performance. They personally participate in the development

of future leaders, in succession planning, and in employee

recognition opportunities and events. Development activities
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for future leaders might include personal mentoring or
participation in leadership development courses.

1.2 Governance and Social Responsibility

Purpose

This Item examines key aspects of your organization’s
governance system. It also examines how your organization
fulfillsits public responsibilities, how your senior leaders ensure
that you behave legally and ethically, and how your senior
leaders and empl oyees encourage and practice good citizenship.

Comments

¢ The organizational
governancerequirement is
intended to address the
need for aresponsible,
informed, and accountable
governance or advisory
body that can protect the
interests of key
stakeholders. It should
have independencein
review and audit
functions. It aso should
have a performance
evaluation function that
monitors organi zational
and senior leaders
performance.

e Anintegral part of
performance management
and improvement is
proactively addressing (1)
the need for ethical
behavior, (2) legal and
regulatory requirements,
and (3) risk factors.
Addressing these areas requires establishing appropriate
measures or indicators that senior leaders track in their
performance reviews. Your organization should be sensitive
to issues of public concern, whether or not these issues are
currently embodied in law. Role model organizations look for
opportunities to exceed requirements and to excel in areas of
legal and ethical behavior.

o Thisltem addresses the use of resource-sustaining processes.
These processes might include “ green” technologies,
replacement of hazardous chemicals with water-based
chemicals, energy conservation, use of cleaner energy
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sources, or the recycling of by-products or wastes. N OT E S
o Social responsibility implies going beyond acompliance
orientation. Good citizenship opportunities are available to
organizations of all sizes. These opportunitiesinclude
encouraging and supporting your employees’ community service.

o Examplesof organizational community involvement include
partnering with schools and school boards to improve education;
partnering with health care providersto improve health in the
local community by providing education and volunteer services
to address public health issues; and partnering to influence trade,
business, and professional associations to engagein beneficial,
cooperative activities, such as sharing best practices to improve
overall U.S. global competitiveness and the environment.
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n Strategic Planning (85 pts)

The Strategic Planning Category examines How your organization develops sTRATEGIC OBJECTIVES and ACTION PLANS. Also ex-
amined are How your chosen sTratecic oBjecTIVEs and AcTION pLANS are deployed and changed if circumstances require, and

How progress is measured.

Describe How your organization establishes its strategy and sTrATeGiC oBjecTIVES, including How you address

2.1 Strategy Development (40 pts.)

| Not

your STRATEGIC CHALLENGES. Summarize your organization’s Key sTRATEGIC oBJECTIVES and their related coats.

Within your response, include answers to the following questions:

a. Strategy Development PROCESS

(1) How does your organization conduct its strategic planning? What are the key process steps? Who are
the ke participants? How does your process identify potential blind spots? What are your short- and
longer-term planning time horizons? How are these time horizons set? How does your strategic

planning process address these time horizons?

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

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

e carly indications of major shifts in technology, markets, competition, or the regulatory environment

® long-term organizational sustaiNABILITY and business continuity in emergencies

® your ability to execute the strategic plan

b. STRATEGIC OBJECTIVES

(1) What are your Ky STRATEGIC OBJECTIVES and your timetable for accomplishing them? What are your most

important GoAts for these STRATEGIC OBJECTIVES?

(2) How do your stratecic ogjecTives address the challenges identified in response to P.2 in your Organizational
Profile? How do you ensure that your sTRATEGIC OBJECTIVES balance short- and longer-term challenges and
opportunities? How do you ensure that your sTRATEGIC OBJECTIVES balance the needs of all Ky STAKEHOLDERS?

NI1. “Strategy development” refers to your organiza-
tion’s approach (formal or informal) to preparing for
the future. Strategy development might utilize various
types of forecasts, projections, options, scenarios, or
other approaches to envisioning the future for purposes
of decision making and resource allocation. Strategy
development might involve key suppliers, distributors,
partners, and customers.

N2. “Strategy” should be interpreted broadly. Strategy
might be built around or lead to any or all of the fol-
lowing: new products, services, and markets; revenue
growth via various approaches, including acquisitions;
new partnerships and alliances; and new employee re-
lationships. Strategy might be directed toward becom-
ing a preferred supplier, a local supplier in each of
your major customers’ markets, a low-cost producer, a
market innovator, or a high-end or customized prod-
uct or service provider.

N3. Your organization’s strengths, weaknesses, oppor-
tunities, and threats (2.1a[2]) should address all factors
that are key to your organization’s future success, in-
cluding the following, as appropriate: your customer
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and market needs, expectations, and opportunities;
your competitive environment and your capabilities
relative to competitors and comparable organizations;
your product life cycle; technological and other key
innovations or changes that might affect your products
and services and how you operate, as well as the rate of
that innovation; your human and other resource needs;
your opportunities to redirect resources to higher pri-
ority products, services, or areas; financial, societal,
ethical, regulatory, technological, and other potential
risks; changes in the national or global economy;
partner and supply chain needs, strengths, and weak-
nesses; and other factors unique to your organization.

N4. Your ability to execute the strategic plan (2.1a[2])
also should address your organizational agility based

on contingency plans or if circumstances require a shift
in plans and rapid execution of new or changed plans.

NS5. Strategic objectives that address key challenges
(2.1b[2]) might include rapid response, customization,
co-location with major customers, specific joint ven-
tures, Virtual Manufacturing, rapid innovation, ISO
9000:2000 or ISO 14000 registration, Web-based
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supplier and customer relationship management, and N6. Item 2.1 addresses your overall organizational
product and service quality enhancements. Responses strategy, which might include changes in services,
to Item 2.1 should focus on your specific challenges— products, and product lines. However, the Item does
those most important to your business success and to not address product and service design; you should
strengthening your organization’s overall performance. address these factors in Item 6.1, as appropriate.

2.2 Strategy Deployment (45 pts.) | Process |

Describe How your organization converts its STRATEGIC OBJECTIVES into ACTION PLANS. Sumimarize your organiza-
tion’s AcTioN PLANs and related KEy PERFORMANCE MEASURES OT INDICATORS. Project your organization’s future PERFOR-
MANCE on these KEY PERFORMANCE MEASURES OT INDICATORS.

Within your response, include answers to the following questions:

a. AcTIoN PLaAN Development and DEPLOYMENT
(1) How do you develop and deploy AcTioN pLANS to achieve your Key STRATEGIC OBJECTIVES? How do you allocate
resources to ensure accomplishment of your AcTion pLans? How do you ensure that the key changes
resulting from your ACTION PLANS can be sustained?

(2) How do you establish and deploy modified AcTioN pLANs if circumstances require a shift in plans and
rapid execution of new plans?

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

(49) What are your key human resource plans that derive from your short- and longer-term stratecic
OBJECTIVES and ACTION PLANS?

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

b. PERFORMANCE PROJECTION
For the KEY PERFORMANCE MEASURES OT INDICATORS identified in 2.2a(5), what are your PERFORMANCE PROJECTIONS for
both your short- and longer-term planning time horizons? How does your projected PERFORMANCE compare
with the projected PERFORMANCE of your competitors or comparable organizations? How does it compare
with KEY BENCHMARKS, GOALs, and past PERFORMANCE, as appropriate? If there are current or projected gaps in
PERFORMANCE against your competitors, How will you address them?

| Notes: |||

N1. Strategy and action plan development and deploy- needs, and for implementing human resource-
ment are closely linked to other Items in the Criteria. related changes resulting from action plans;

The following are examples of key linkages: e Category 6 for process requirements resulting

e Item 1.1 for how your senior leaders set and com- from your action plans; and

municate directions; e Item 7.6 for specific accomplishments relative to

e Category 3 for gathering customer and market your organizational strategy and action plans.
knowledge as input to your strategy and action

plans and for deploying action plans; N2. Deployment of action plans (2.2a[1]) might in-

) clude key partners and suppliers.
e Category 4 for measurement, analysis, and knowl-

edge management to support your key information N3. Measures and indicators of pro!ected performange

needs, to support your development of strategy, to (2.2b) might 1nclude change§ }‘e?sultlng from new busi-

provide an effective basis for your performance ness ventures; business acquisitions Or mMergers; new

measurements, and to track progress relative to Vah_le_ creation; market entry and shifts; apd significant

your strategic objectives and action plans; anticipated innovations in products, services, and
technology.

e Category 5 for your work system needs and em-
ployee education, training, and development

w
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Strategic Planning (Category 2)

Strategic Planning addresses strategic and action planning,
deployment of plans, how plans are changed if circumstances
reguire a change, and how accomplishments are measured and
sustained. The Category stresses that long-term organi zational
sustainability and your competitive environment are key
strategic issues that need to be integral parts of your
organization’soverall planning.

Specifically there are 3 key aspects of organizational excellence
important to strategic planning:

= Customer-driven quality isastrategic view of quality. The
focusis on the drivers of customer satisfaction, customer
retention, customer loyalty, new markets, and market share—
key factorsin competitiveness, profitability, and business
success.

= Operational performanceimprovement contributesto short-
and longer-term productivity growth and cost/price
competitiveness. Building operational capability—including
speed, responsiveness, and flexibility—represents an
investment in strengthening your competitive fitness.

= QOrganizational and personal learning are necessary strategic
considerations in today’s fast-paced environment. The
Criteria emphasize that improvement and learning need to be
embedded in work processes. The special role of strategic
planning isto align work processes and learning initiatives
with your organization’s strategic directions, thereby ensuring
that improvement and learning prepare you for and reinforce
organizational priorities.

Category 2 examines how the organization:

= determinesits key strengths, weaknesses, opportunties and
threats, and its ability to execute your strategy.

= optimizes the use of resources, ensures the availability of
trained employees, and bridges short- and longer-term
requirements that may entail capital expenditures, technology
development or acquisition, and supplier development.

= ensuresthat deployment will be effective--that there are
mechani sms to communi cate requirements and achieve
alignment on three levels: (1) organization and the executive
level, (2) the key process level, and (3) the work unit and
individual job level.

The requirementsin the Strategic Planning Category
encourage strategic thinking and acting -- to develop abasis
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for adistinct competitive position in the marketplace. These
requirements do not imply formalized plans, planning
systems, departments, or specific planning cycles. They also
do not imply that all your improvements could or should be
planned in advance. An effectiveimprovement system
combines improvements of many types and degrees of
involvement. Thisrequires clear strategic guidance,
particularly when improvement alternatives, including major
change, compete for limited resources. In most cases, setting
priorities depends heavily on a cost rationale. However, you
also might have critical requirements, such as public
responsibilities, that are not driven by cost considerations
alone.

2.| Strategy Development
Purpose

This Item examines how your organization sets strategic
directions and develops your strategic objectives to guide and
strengthen your overall performance, competitiveness, and
future success.

Comments

= ThisItem callsfor basic information on the planning process
and for information on al the key influences, risks,
challenges, and other requirements that might affect your
organization's future opportunities and directions—taking as
long term aview as appropriate and as possible and from the
perspectives of your organization and your industry or
marketplace. This approach isintended to provide a thorough
and realistic context for the devel oped devel opment of a
customer- and market-focused strategy to guide ongoing
decision-making, resource allocation, and overall
management.

= Thisltemisintended to cover all types of organizations,
competitive situations, strategic issues, planning approaches,
and plans. The requirements explicitly call for afuture-
oriented basis for action but do not imply planning
departments, specific planning cycles, or aspecified way of
visualizing the future. Even if your organization is seeking to
create an entirely new organizational situation, itisstill
necessary to set and to test the objectives that define and
guide critical actions and performance.

= ThisItem emphasizes competitive |eadership, which usually
depends on revenue growth and operational effectiveness.
Competitive leadership requires aview of the future that
includes not only the markets or segments in which your
organization competes but also how it competes. How it
competes presents many options and requires that you

US ARM




2005 Army Performance Improvement Criteria

understand your organization’s and your competitors
strengths and weaknesses. Although no specific time horizons
are included, the thrust of this Item is sustained competitive
|eadership.

Anincreasingly
important part of
strategic planning is
projecting the future
competitive
environment. Such
projections help to
detect and reduce
competitive threats, to
shorten reaction time,
and to identify
opportunities.
Depending on the size
and type of organization,
maturity of markets,
pace of change, and
competitive parameters
(such as price or
innovation rate),
organizations might use
avariety of modeling, scenarios, or other techniques and
judgments to anticipate the competitive environment.

= While many organizations are increasingly adept at strategic
planning, plan execution is still asignificant challenge. This
is especialy true given market demands to be agile and to be
prepared for unexpected change, such as disruptive
technologies that can upset an otherwise fast-paced but more
predictable marketplace. Thisltem and Item 2.2 highlight the
need to place afocus not only on developing your plans but
also on your capability to execute them.

2.2 Strategy Deployment

Purpose

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

Comments
= ThisItem asks how your action plans are developed and
deployed. Accomplishment of action plans requires resources,

and performance measures, as well as the alignment of work
unit and supplier and partner plans. Of central importanceis
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how you achieve alignment and consistency—for example,
viakey processes and key measurements. Also, alignment and
consistency are intended to provide abasis for setting and
communicating
priorities for
ongoing
improvement
activities—part of
the daily work of
al work units. In
addition,
performance
measures are
critical for tracking
performance.

[ Key
changesin your
products and
servicesor
customersand
markets might
include Web-based
or e-commerce
initiatives
integrated within or separate from your current business.

= Action plans should include human resource plans that are
aligned with and support your overall strategy.

» Examples of possible human resource plan elements are:

e aredesign of your work organization and jobs to
increase employee empowerment and decision making;

e initiativesto promote greater |abor-management
cooperation, such as union partnerships;

e initiativesto foster knowledge sharing and organizational
learning;

e modification of your compensation and recognition
systems to recognize team, organizational, customer, or
other performance attributes; or

¢ education and training initiatives, such as
developmental programs for future leaders, partnerships
with universities to help ensure the availability of future
employees, and establishment of training programs on new
technologiesimportant to your future organizational
success.
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m Projections and comparisonsin this Item areintended to
improve your organization’s ability to understand and track N OTES
dynamic, competitive performance factors. Through this
tracking process, your organization should be better prepared to
takeinto account its rate of improvement and change relative to
competitors’ and relative to its own targets or stretch goals. Such

tracking serves as akey diagnostic management tool.

m |naddition to improvement relative to past performance and
competitors' projected performance, projected performance
might include changes resulting from new business ventures,
entry into new markets, introduction of new technologies,
product or service innovations, or other strategic thrusts.
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n Customer and Market Focus 85 pts)

The CustoMEr and Market Focus Category examines How your organization determines the requirements, expectations,
and preferences of customers and markets. Also examined is How your organization builds relationships with customers
and determines the kev factors that lead to cusTomer acquisition, satisfaction, loyalty and retention, and to business ex-
pansion and SUSTAINABILITY.

3.1 Customer and Market Knowledge (40 pts.) =

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

Within your response, include answers to the following questions:

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

(2) How do you listen and learn to determine Key cusToMER requirements and changing expectations (including
product and service features) and their relative importance to customers’ purchasing decisions? How do
your determination methods vary for different customers or cusToMmer groups? How do you use relevant
information and feedback from current and former customers, including marketing and sales information,
cusToMmeR loyalty and retention data, win/loss anAlysis, and complaint data for purposts of product and
service planning, marketing, prRocess improvements, and other business development? How do you use
this information and feedback to become more customer focused and to better satisfy customer needs?

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

| No

N1. Your responses to this Item should include the for example, those features that differentiate your
customer groups and market segments identified in products and services from competing offerings. Those
P.1b(2). features might include price, reliability, value, delivery,

requirements for hazardous materials use and disposal,
customer or technical support, and the sales relation-
ship. Key product and service features and purchasing
decisions (3.1a[2]) might take into account how trans-
actions occur and factors such as confidentiality and
security.

N2. If your products and services are sold or delivered
to end-use customers via other businesses (e.g., those
businesses that are part of your “value chain” such as
retail stores or dealers), customer groups (3.1a[1])
should include both the end users and these interme-
diate businesses.

N4. Listening and learning (3.1a[2]) might include
gathering and integrating surveys, focus group findings,
Web-based data, and other data and information that
bear upon customers’ purchasing decisions. Keeping
your listening and learning methods current with
business needs and directions (3.1a[3]) also might in-
clude use of newer technology, such as Web-based
data gathering.

N3. “Product and service features” (3.1a[2]) refers to
all the important characteristics of products and ser-
vices and to their performance throughout their full
life cycle and the full “consumption chain.” This in-
cludes all customers’ purchase experiences and other
interactions with your organization that influence
purchase decisions. The focus should be on features
that affect customer preference and repeat business—
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3.2 Customer Relationships and Satisfaction (45 pts.) | Process |

Describe How your organization builds relationships to acquire, satisfy, and retain cusToMeRs; to increase
cusToMeR loyalty; and to develop new opportunities. Describe also How your organization determines cus-
TOMER satisfaction.

Within your response, include answers to the following questions:

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

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

(3) How do you manage customer complaints? How do you ensure that complaints are resolved effectively
and promptly? How do you minimize customer dissatisfaction and loss of repeat business? How are
complaints aggregated and analyzed for use in improvement throughout your organization and by
your PARTNERS?

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

b. CusToMmeR Satisfaction Determination
(1) How do you determine custoMer satisfaction and dissatisfaction? How do these determination methods
differ among customer groups? How do you ensure that your measurements capture actionable infor-
mation for use in exceeding your cUSTOMERS’ expectations, securing their future business, and gaining
positive referrals? How do you use customer satisfaction and dissatisfaction information for improvement?

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

(3) How do you obtain and use information on your cusToMers’ satisfaction relative to their satisfaction with
your competitors and/or industry BENCHMARKS?

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

| Notes:

N1. Customer relationship building (3.2a) might in- N3. Customer satisfaction measurements (3.2b[1])
clude the development of partnerships or alliances might include both a numerical rating scale and de-
with customers. scriptors for each unit in the scale. Actionable cus-

tomer satisfaction measurements provide useful infor-
mation about specific product and service features,
delivery, relationships, and transactions that bear upon
the customers’ future actions—repeat business and
positive referral.

N2. Determining customer satisfaction and dissatis-
faction (3.2b) might include use of any or all of the
following: surveys, formal and informal feedback, cus-
tomer account histories, complaints, win/loss analysis,
and transaction completion rates. Information might
be gathered on the Internet, through personal contact N4. Your customer satisfaction and dissatisfaction
or a third party, or by mail. results should be reported in Item 7.2.
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Customer and Market Focus (Category 3)

Customer and Market Focus addresses how your organization
seeks to understand the voices of customers and of the
marketplace with afocus on meeting customers’ expectations
and requirements, delighting customers, and building loyalty.
The Category stresses rel ationships as an important part of an
overall listening, learning, and performance excellence strategy.
Your customer satisfaction and dissatisfaction results provide
vital information for understanding your customers and the
marketplace. In many cases, such results and trends provide the

most meaningful information, not only on your customers’ views

but also on their marketplace behaviors—repeat business and
positive referrals and how these views and behaviors may
contribute to the sustainability of

your organization.

3.1 Customer and Market
Knowledge

Purpose

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

Comments

= [narapidly changing competitive environment, many factors

may affect customer preference and loyalty and your interface

with customers in the marketplace. This makesit necessary to
continuously listen and learn. To be effective, listening and
learning need to be closely linked with your organization's

overall business strategy.

= Knowledge of customer groups and market segments allows
your organization to tailor listening and learning strategies
and market-place offerings, to support and tailor your
marketing strategies, to develop new business, and to ensure
marketpl ace sustainability.

= A relationship strategy may be possible with some customers

but not with others. Differing relationships may require
distinctly different listening and learning strategies.
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Selection of listening and learning strategies depends on
your organization’s key businessfactors. Increasingly,
organizationsinteract with customers via multiple modes.
Some frequently used modes include focus groups with key
customers; close integration with key customers; interviews
with lost and potential customers about their purchase
decisions; use of the customer complaint process to
understand key product and service attributes; win/loss
analysis relative to competitors; and survey or feedback
information, including information collected on the I nternet.

3.2 Customer Relationships and Satisfaction

Purpose

This Item examines your
organization’s processes
for building customer
relationships and
determining customer
satisfaction, with theaim
of acquiring new
customers, retaining
existing customers, and
devel oping new market
opportunities.

Comments

= ThisItem emphasizes
how you obtain actionable
information from
customers. Information that is actionable can be tied to key
product, service, and business processes and be used to
determine cost and revenue implications for setting
improvement and priorities for change.

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

In determining customers' satisfaction, akey aspect istheir
comparative satisfaction with competitors and competing or
alternative offerings. Such information might be derived from
your own comparative studies or from independent studies.
The factors that lead to customer preference are of critical
importance in understanding factors that drive markets and
potentially affect longer-term competitiveness and
organizational sustainability.
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= Changing business needs and directions might include
changing modes of customer access, such asthe Internet. In
such cases, key contact requirements might include on-line
security for customers and access to personal assistance.

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

The Measurement, ANALysis, and Knowledge Management Category examines How your organization selects, gathers,
analyzes, manages, and improves its data, information, and KNOWLEDGE AsseTs. Also examined is How your organization
reviews its performance.

4.1 Measurement, Analysis, and Review of
Organizational Performance (45 pts.) =

Describe How your organization measures, analyzes, aligns, reviews, and improves its PERFORMANCE at all
Levets and in all parts of your organization.

Within your response, include answers to the following questions:

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

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

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

b. PERFORMANCE ANALYsis and Review
(1) How do you review organizational PErRFORMANCE and capabilities? How do your SENIOR LEADERS participate in
these reviews? What analyses do you perform to support these reviews and to ensure that conclusions
are valid? How do you use these reviews to assess organizational success, competitive PERFORMANCE, and
progress relative to STRATEGIC OBJECTIVES and ACTION PLANS? How do you use these reviews to assess your
organization’s ability to rapidly respond to changing organizational needs and challenges in your
operating environment?

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

| Notes: |||

N1. Performance measurement is used in fact-based described in Items 2.1 and 2.2. The reviews also might be
decision making for setting and aligning organizational informed by internal or external Baldrige assessments.
directions and resource use at the work unit, key pro-

Lo N4. Analysis includes examining trends; organizational,
cess, departmental, and whole organization levels.

industry, and technology projections; and comparisons,

N2. Comparative data and information (4.1a[2]) are cause-effect relationships, and correlations intended to
obtained by benchmarking and by seeking competitive support your performance reviews, help determine root
comparisons. “Benchmarking” refers to identifying causes, and help set priorities for resource use. Accord-
processes and results that represent best practices and ingly, analysis draws upon all types of data: customer-
performance for similar activities, inside or outside your related, financial and market, operational, and competitive.

organization’s industry. Competitive comparisons re-
late your organization’s performance to that of com-
petitors in your markets.

NS5. The results of organizational performance analy-
sis should contribute to your organizational strategic

planning in Category 2.

N3. Organizational performance reviews (4.1b[1]) should
be informed by organizational performance measurement
and guided by the strategic objectives and action plans

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

APIC 28




2005 Army Performance Improvement Criteria
4.2 Information and Knowledge Management (45 pts.) | Process |

Describe How your organization ensures the quality and availability of needed data and information for
employees, suppliers and pARTNERs, and customers. Describe How your organization builds and manages its
KNOWLEDGE ASSETS.

Within your response, include answers to the following questions:

a. Data and Information Availability
(1) How do you make needed data and information available? How do you make them accessible to
employees, suppliers and PARTNERs, and CUSTOMERs, as appropriate?

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

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

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

b. Organizational Knowledge Management
How do you manage organizational knowledge to accomplish the following:
e the collection and transfer of employee knowledge
¢ the transfer of relevant knowledge from and to customers, suppliers, and PARTNERS
e the rapid identification, sharing, and implementation of best practices
c. Data, Information, and Knowledge Quality
How do you ensure the following properties of your data, information, and organizational knowledge:
® accuracy
* integrity and reliability
* timeliness
e security and confidentiality

| Notes: |

N1. Data and information availability (4.2a) are of intranets become more important as a major source of
growing importance as the Internet, e-business, and organization-wide communications.
e-commerce are used increasingly for business-to-

. . . . N2. Data and information access (4.2a[1]) might be
business and business-to-consumer interactions and as

via electronic or other means.
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Measurement, Analysis, and Knowledge
Management (Category 4)

The Measurement, Analysis, and Knowledge M anagement
Category isthe main point within the Criteriafor all key
information about effectively measuring, analyzing and
reviewing performance and managing organizational knowledge
to drive improvement and organi zational competitiveness. In the
simplest terms, Category 4 isthe “brain center” for the
alignment of your organization’s operations and its strategic
objectives. Central to such use of dataand information are their
quality and availability. Furthermore, sinceinformation,
analysis, and knowledge management might themselves be
primary sources of competitive advantage and productivity
growth, the Category also includes such strategic considerations.

4.1 Measurement, Analysis and Review of
Organizational Performance

Purpose

This Item examines your organization’s selection, management,
and use of dataand information for performance measurement,

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

Comments

= Alignment and integration are key concepts for successful
implementation of your performance measurement system.
They are viewed in terms of extent and effectiveness of use to
meet your performance assessment needs. Alignment and
integration include how measures are aligned throughout your
organization, how they areintegrated to yield organization-
wide data and information. Alignment and integration also
includes how performance measurement requirements are
deployed by your senior |eadersto track work group and
process-level performance on key measures targeted for
organi zation-wide significance or improvement.

= The use of comparative data and information isimportant to
all organizations. The major premises for use are (1) your
organi zation needs to know where it stands relative to
competitors and to best practices, (2) comparative information
and information obtained from benchmarking often provide
the impetus for significant (“ breakthrough™) improvement or
change, and (3) comparing performance information
frequently leads to a better understanding of your processes
and their performance. Comparative information also may
support business analysis and decisions relating to core
competencies, aliances, and outsourcing.

= Your effective selection and use of comparative dataand
information require (1) determination of needs and priorities;
(2) criteriafor seeking appropriate sources for comparisons—
from within and outside your organization’s scope; and (3)
use of dataand information to set stretch goals and to promote
major, nonincremental (“breakthrough™) improvementsin
areas most critical to your organization’s competitive strategy.

= The organizational review called for in this Item isintended to
cover al areas of performance. Thisincludes not only how
well you currently are performing but also how well you are
moving toward the future. It isanticipated that the review
findings will provide areliable means to guide both
improvement and opportunities for innovation that are tied to
your organization’s key objectives, success factors, and
measures. Therefore, an important component of your
organizational review isthetrandation of the review findings
into an action agenda sufficiently specific for deployment
throughout your organization and to your suppliers, partners,
and key customers.
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= Analysesthat your organization conductsto gain an
understanding of performance and needed actions may vary
widely depending on your type of organization, size,
competitive environment, and other factors. Exampl es of
possible analysesinclude

¢ how product and service quality improvement correlates
with key customer indicators such as customer satisfaction,
customer retention, and market share

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

e interpretation of market share changes in terms of customer
gains and losses and changesin customer satisfaction

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

e relationships between employee and organizational learning
and value added per employee.

e financial benefits derived from improvementsin employee
safety, absenteeism, and turnover

¢ benefits and costs associated with education and training,
including Internet-based or e-learning opportunities

¢ benefits and costs associated with improved organizational
knowledge management and sharing

e therelationship between knowledge management and
innovation

¢ how the ability to identify and meet employee requirements
correlates with empl oyee retention, motivation, and
productivity

e cost and revenue implications of employee-related
problems and effective problem resolution

e individual or aggregate measures of productivity and
quality relativeto competitors' performance

e cost trends relative to competitors’ trends

e relationships among product and service quality,
operational performance indicators, and overall financial
performance trends as reflected in indicators such as
operating costs, revenues, asset utilization, and value added
per employee
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o alocation of resources among alternative improvement
projects based on cost/benefit implications or
environmental and community impact

¢ net earnings derived from quality, operational, and human
resource performance improvements

e comparisons among business units showing how quality and
operational performance improvement affect financial
performance

o contributions of improvement activities to cash flow,
working capital use, and shareholder value

o profit impacts of customer retention

e cost and revenue implications of new market entry,
including global market entry or expansion

o cost and revenue, customer, and productivity implications
of engaging in or expanding e-commerce or e-business and
use of the Internet and intranets

o market share versus profits

e trendsin economic and market indicators of value and the
impact of these trendsin organizational sustainability.

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

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

4.2 Information and Knowledge Management
Purpose

This Item examines how your organization ensures the
availability of high-quality, timely dataand information for all
your key users—employees, suppliers and partners, and
customers. It also examines how your organization builds and
manages its knowledge assets. The aim isto improve
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organizational efficiency, effectiveness, and innovation.

Comments

= Managing information can require asignificant commitment
of resources as the sources of data and information grow
dramatically. The expanding use of electronic information
within organizations' operations, as part of organizational
knowledge networks, from the Internet, and in business-to-
business and business-to-consumer communications,
challenges organizational abilitiesto ensure reliability and
availability in auser-friendly format.

= Dataand information are especially important in
organizational networks, aliances, and supply chains. Your
responses to this Item should take into account this use of data
and information and should recognize the need for rapid data
validation and reliability assurance, given the increasing use
of electronic data transfer.

= QOrganizations should carefully plan how they will continueto
provide data and information in the event of either a natural or
man-made disaster. These plans should consider the needs of
al of the organization’s stakehol ders, including employees,
customers, and suppliers and partners. The plans also should
be coordinated with the organization’s overall plan for
business continuity (Item 6.2).

= Thefocus of an organization’s knowledge management ison
the knowledge that people need to do their work; improve
processes, products, and services; keep current with changing
business needs and directions; and develop innovative
solutions that add value for the customer and the organi zation.

NOTES
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B Human Resource Focus 85 pts)

The Human Resource Focus Category examines HOW your organization’s work sysTems and your employee LEARNING and
motivation enable employees to develop and utilize their full potential in ALicNMENT with your organization’s overall
objectives, strategy, and AcTion pLans. Also examined are your organization’s efforts to build and maintain a work envi-
ronment and employee support climate conducive to PERFORMANCE EXCELLENCE and to personal and organizational growth.

5.1 Work Systems (35 pts.) ==

Describe How your organization’s work and jobs enable employees and the organization to achieve HicH
PERFORMANCE. Describe How compensation, career progression, and related workforce practices enable
employees and the organization to achieve HIGH PERFORMANCE.

Within your response, include answers to the following questions:

a. Organization and Management of Work
(1) How do you organize and manage work and jobs, including skills, to promote cooperation, initiative,
EMPOWERMENT, INNOVATION, and your organizational culture? How do you organize and manage work and
jobs, including skills, to achieve the agility to keep current with business needs and to achieve your
ACTION PLANS?

(2) How do your work sysTems capitalize on the diverse ideas, cultures, and thinking of your employees and
the communities with which you interact (your employee hiring and your customer communities)?

(3) How do you achieve efrecTivE communication and skill sharing across work units, jobs, and locations?

b. Employee PERFORMANCE Management System
How does your employee PERFORMANCE management system, including feedback to employees, support HIGH-
PERFORMANCE WORK and contribute to the achievement of your action pLans? How does your employee PERFORMANCE
management system support a cusToMmer and business focus? How do your compensation, recognition, and
related reward and incentive practices reinforce HIGH-PERFORMANCE wORK and a customer and business focus?

c. Hiring and Career Progression
(1) How do you identify characteristics and skills needed by potential employees?

(2) How do you recruit, hire, and retain new employees? How do you ensure that the employees represent
the diverse ideas, cultures, and thinking of your employee hiring community?

(3) How do you accomplish erfecTive succession planning for leadership and management positions? How do
you manage EFFECTIVE career progression for all employees throughout the organization?

| Notes: ||

N1. “Employees” refers to your organization’s perma- (e.g., at home), cross-functional teams, and depart-
nent, temporary, and part-time personnel, as well as ments—self-managed or managed by supervisors.
any contract employees supervised by your organiza-
tion. Employees include team leaders, supervisors, and
managers at all levels. Contract employees supervised
by a contractor should be addressed in Category 6.

“Jobs” refers to responsibilities, authorities, and tasks
of individuals. In some work systems, jobs might be
shared by a team.

N3. Compensation, recognition, and related reward
and incentive practices (5.1b) include promotions and
bonuses that might be based on performance, skills
acquired, and other factors. Recognition includes
monetary and nonmonetary, formal and informal, and
individual and group mechanisms.

N2. “Your organization’s work” refers to how your
employees are organized or organize themselves in
formal and informal, temporary, or longer-term units.
This might include work teams, process teams, project
teams, customer action teams, problem-solving teams,
centers of excellence, functional units, remote workers
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5.2 Employee Learning and Motivation (25 pts.) | Process |

Describe How your organization’s employee education, training, and career development support the
achievement of your overall objectives and contribute to HiGH PERFORMANCE. Describe How your organiza-
tion’s education, training, and career development build employee knowledge, skills, and capabilities.

Within your response, include answers to the following questions:

a. Employee Education, Training, and Development
(1) How do employee education and training contribute to the achievement of your AcTioN pLANs? How do
your employee education, training, and development address your key needs associated with organiza-
tional PERFORMANCE measurement, PERFORMANCE improvement, and technological change? How does your
education and training APPROACH balance short- and longer-term organizational objectives with employee
needs for development, ongoing LEARNING, and career progression?

(2) How do employee education, training, and development address your Kevy organizational needs associated
with new employee orientation, DIVERsITY, ethical business practices, and management and leadership
development? How do employee education, training, and development address your key organizational
needs associated with employee, workplace, and environmental safety?

(3) How do you seek and use input from employees and their supervisors and managers on education,
training, and development needs? How do you incorporate your organizational LEARNING and KNOWLEDGE
AsSETS into your education and training?

(4) How do you deliver education and training? How do you seek and use input from employees and their
supervisors and managers in determining your delivery approacHEs? How do you use both formal and
informal delivery approAcHEs, including mentoring and other APPROACHES, as appropriate?

(5) How do you reinforce the use of new knowledge and skills on the job and retain this knowledge for
long-term organizational use? How do you sysTemATICALLY transfer knowledge from departing or retiring
employees?

(6) How do you evaluate the effectiveness of education and training, taking into account individual and
organizational PERFORMANCE?

b. Motivation and Career Development
How do you motivate employees to develop and utilize their full potential? How does your organization use
formal and informal mechanisms to help employees attain job- and career-related development and
LEARNING objectives? How do managers and supervisors help employees attain job- and career-related
development and LEARNING objectives?

| Note: [T

Education and training delivery (5.2a[4]) might occur on-the-job, classroom, computer-based, distance
inside or outside your organization and involve learning, or other types of delivery (formal or informal).
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5.3 Employee Well-Being and Satisfaction (25 pts.)

Describe How your organization maintains a work environment and an employee support climate that
contribute to the well-being, satisfaction, and motivation of all employees.

Within your response, include answers to the following questions:

a. Work Environment

(1) How do you ensure and improve workplace health, safety, security, and ergonomics in a proactive
manner? How do employees take part in these improvement efforts? What are your PERFORMANCE MEASURES
or improvement targets for each of these key workplace factors? What are the significant differences in
these workplace factors and PERFORMANCE MEASURES or targets if different employee groups and work units

have different work environments?

(2) How do you ensure workplace preparedness for disasters or emergencies?

b. Employee Support and Satisfaction

(1) How do you determine the key factors that affect employee well-being, satisfaction, and motivation?
How are these factors seGMeNTED for a diverse workforce and for different categories and types of

employees?

(2) How do you support your employees via services, benefits, and policies? How are these tailored to the
needs of a diverse workforce and different categories and types of employees?

(3) What formal and informal assessment methods and Measures do you use to determine employee well-
being, satisfaction, and motivation? How do these methods and Measures differ across a diverse work-
force and different categories and types of employees? How do you use other iNpicaToRs, such as
employee retention, absenteeism, grievances, safety, and probucTiviTy, to assess and improve employee

well-being, satisfaction, and motivation?

(4) How do you relate assessment findings to key business resutTs to identify priorities for improving the
work environment and employee support climate?

N1. Specific factors that might affect your employees’
well-being, satisfaction, and motivation (5.3b[1]) in-
clude effective employee problem or grievance resolu-
tion; safety factors; employees’ views of management;
employee training, development, and career opportu-
nities; employee preparation for changes in technology
or the work organization; the work environment and
other work conditions; management’s empowerment
of employees; information sharing by management;
workload; cooperation and teamwork; recognition;
services and benefits; communications; job security;
compensation; and equal opportunity.

N2. Approaches for employee support (5.3b[2]) might
include providing counseling, career development and
employability services, recreational or cultural activi-
ties, nonwork-related education, day care, job rotation
or sharing, special leave for family responsibilities or
community service, home safety training, flexible
work hours and location, outplacement, and retire-
ment benefits (including extended health care).
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N3. Measures and indicators of well-being, satisfaction,
and motivation (5.3b[3]) might include data on safety
and absenteeism, the overall turnover rate, the turn-
over rate for customer contact employees, employees’
charitable contributions, grievances, strikes, other job
actions, insurance costs, workers’ compensation claims,
and results of surveys. Survey indicators of satisfaction
might include employee knowledge of job roles, em-
ployee knowledge of organizational direction, and
employee perception of empowerment and informa-
tion sharing. Your results relative to such measures
and indicators should be reported in Item 7.4.

N4. Identifying priorities (5.3b[4]) might draw upon
your human resource results presented in Item 7.4
and might involve addressing employee problems
based on their impact on your business results.
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Human Resource Focus (Category 5)

Human Resource Focus addresses key human resource
practices—those directed toward creating and maintaining a
high-performance workplace and toward devel oping employees
to enable them and your organization to adapt to change. The
Category covers human resource devel opment and management
requirementsin an integrated way, i.e., aligned with your
organization’s strategic objectives and action plans. Your human
resource focusincludes your work environment and your
employee support climate.

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

5.1 Work Systems

Purpose

This Item examines your organization’s systems for work and
jobs, compensation, career progression, employee performance
management, motivation, recognition, communication, and
hiring, with the aim of enabling and encouraging all employees
to contribute effectively and to the best of their ability. These
systems are intended to foster high performance, to result in
individual and organizational learning, and to enable adaptation
to change, contributing to organizational sustainability

Comments

= High-performance work is characterized by flexibility,
innovation, knowledge and skill sharing, alignment with
organizational objectives, customer focus, and rapid response
to changing business needs and requirements of the market
place. The focus of this Item is on aworkforce capable of
achieving high performance. In addition to enabled employees
and proper work system design, high-performance work
requires ongoing education and training, aswell as
information systems that ensure proper information flow.

= Work and job factors for your consideration include
simplification of job classifications, cross-training, job
rotation, use of teams (including self-directed teams), and
changesin work layout and location. Also important is
effective communication across functions and work unitsto
ensure afocus on customer requirements and to ensure an
environment of trust, knowledge sharing, and mutual respect.

= Compensation and recognition systems should be matched to
your work systems. To be effective, compensation and
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recognition might be tied to demonstrated skills and to peer
evaluations.

= Compensation and recognition approaches also might include
profit sharing, rewarding exemplary team or unit performance,
and linkage to customer satisfaction and loyalty measures,
achievement of organizational strategic objectives, or other
business objectives.

= Therequirements of high performance work, coupled with the
challenges of labor markets, necessitate attention to
succession planning and hiring profiles. This should include
and capitalize on diversity factors. Employee hiring and
career progression planning should consider both internal and
external candidates with afocus on the future sustainability
and growth of the organization.

5.2 Employee Learning and Motivation

Purpose

This Item examines the education, training, and on-the-job
reinforcement of knowledge and skills of your organization’s
workforce. It also examines your organization's systemsfor
motivation and employee career development with the aim of
meeting ongoing needs of employees and a high-performance
workplace.

Comments

= Depending on the nature of your organization’s work,
employees' responsibilities, and the stage of organizational
and personal devel opment, education and training needs might
vary greatly. These needs might include gaining skillsfor
knowledge sharing, communication, teamwork, and problem
solving; interpreting and using data; meeting customer
reguirements; accomplishing process analysis and
simplification; reducing waste and cycle time; and setting
priorities based on strategic alignment or cost/benefit analysis.
Education needs also might include advanced skillsin new
technologies or basic skills, such as reading, writing,
language, arithmetic, and, increasingly, computer skills.

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

= When you eval uate education and training, you should seek
effectiveness measures as acritical part of the evaluation.
Such measures might address the impact on individual, unit,
and organizational performance; the impact on customer-
related performance; and a cost/benefit analysis of the
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training.

= Although this Item does not specifically ask you about
training for customer contact employees, such trainingis
important and common. It frequently includes learning
critical knowledge and skillsin the following areas: your
products, services, and customers; how to listen to customers;
how to recover from problems or failures; and how to
effectively manage customer expectations.

= An organization’s knowledge management system should
provide the mechanism for sharing the knowledge employees
and the organization to ensure that high-performancework is
maintained through transitions. Each organization should
determine what knowledge is critical for its operations and
should then implement systematic processes for sharing this
information. Thisis particularly important for implicit
knowledge (i.e., knowledge personally retained by your
employees).

® To help employeesrealize their full potential, many
organizations useindividual development plans prepared
with each employee that address his or her career and
learning objectives.

= Factorsinhibiting motivation should be understood and
addressed by your organization. Further understanding of
these factors could be devel oped through employee surveys
or exit interviews with departing empl oyees.

5.3 Employee Well-Being and Satisfaction

Purpose

This Item examines your organization’swork environment, your
employee support climate, and how you determine employee
satisfaction, with the aim of fostering the well-being,
satisfaction, and motivation of all employeeswhile recognizing
their diverse needs. It also examines your organization's
capabilities for handling emergencies or disasters with theaim
of employee protection and workplace safety.

Comments

= Most organizations, regardless of size, have many
opportunitiesto contribute to employees’ well-being,
satisfaction, and motivation. Some examples of services,
facilities, activities, and other opportunities are personal and
career counseling; career development and employability
services; recreational or cultural activities; formal and
informal recognition; nonwork-related education; day care;
special leave for family responsibilities and community
service; flexible work hours and benefits packages;
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outplacement services; and retiree benefits, including
extended health care and access to employee services.

= All organizations, regardless of size, are required to meet

minimum regul atory standards for workplace safety; however,
high-performing organizations have processesin place to
ensure that they not only meet these minimum standards but
go beyond a compliance orientation. Thisincludes designing
proactive processes with input from employees directly
involved in the work, to ensure a safe working environment.

= Although satisfaction with pay and satisfaction with

promotion are important, these two factors generally are not

sufficient to ensure overall employee satisfaction, motivation,
and high performance. Some examples of other factorsto
consider are effective employee problem and grievance
resolution; employee development and career opportunities;
work environment and management support; workplace safety
and security; workload; effective communication,
cooperation, and teamwork; job security; appreciation of the
differing needs of diverse employee groups; and
organizational support for serving customers.

In addition to direct measures of employee satisfaction and
well-being through formal or informal surveys, some other
indicators include absenteeism, turnover, grievances, strikes,
Occupational Safety and Health Administration (OSHA)
reportables, and workers' compensation claims.
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n Process Management s pts.)

The PrRocess Management Category examines the key aspects of your organization’s PROCESs management, including key
product, service, and business ProcEssEs for creating custoMer and organizational vaLue and key support processes. This

Category encompasses all key processes and all work units.

Describe How your organization identifies and manages its Key PROCESSEs for creating cusToMeR VALUE and
achieving business success and growth.

6.1 Value Creation Processes (45 pts.)

Within your response, include answers to the following questions:

a. VALUE CREATION PROCESSES
(1) How does your organization determine its KEY VALUE CREATION PROCESSEs? What are your organization’s Key
product, service, and business PRocEssEs for creating or adding vawe? How do these processes contribute
to profitability and business success?

(2) How do you determine Ky VALUE CREATION PROCESS requirements, incorporating input from CUSTOMERSs,
suppliers, and PARTNERS, as appropriate? What are the key requirements for these PROCESSES?

(3) How do you design these procEssts to meet all the key requirements? How do you incorporate new
technology, organizational knowledge, and the potential need for agility into the design of these
PROCESSES? How do you incorporate CYCLE TIME, PRODUCTIVITY, cost control, and other efficiency and effec-
tiveness factors into the design of these processes? How do you implement these processes to ensure they
meet design requirements?

(49) What are your KEY PERFORMANCE MEASURES Or INDICATORS used for the control and improvement of your vALUE
CREATION PROCESSES? How does your day-to-day operation of these PROCESSES ensure meeting KEY PROCESS
requirements? How are in-process MEASURES used in managing these PROCESSES? HOw is CUSTOMER, supplier,
and PARTNER input used in managing these PROCESSES, as appropriate?

(5) How do you minimize overall costs associated with inspections, tests, and PROCESS or PERFORMANCE audits,
as appropriate? How do you prevent defects and rework, and minimize warranty costs, as appropriate?

(6) How do you improve your VALUE CREATION PROCESSES to achieve better PERFORMANCE, to reduce variability, to
improve products and services, and to keep the processes current with business needs and directions?
How are improvements and lessons learned shared with other organizational units and PROCESSES to
drive organizational LEARNING and INNOVATION?

| Notes: |||

NI1. Your key value creation processes are those most
important to “running your business” and maintaining
or achieving a sustainable competitive advantage. They
are the processes that involve the majority of your or-
ganization’s employees and produce customer, stock-
holder, and other key stakeholder value. They include
the processes through which your organization adds
greatest value to its products and services. They also
include the business processes most critical to adding
value to the business itself, resulting in success and
growth.

N2. Key value creation processes differ greatly among
organizations, depending on many factors. These fac-
tors include the nature of your products and services,
how they are produced and delivered, technology re-
quirements, customer and supplier relationships and
involvement, outsourcing, importance of research and
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development, role of technology acquisition, informa-
tion and knowledge management, supply chain man-
agement, mergers and acquisitions, global expansion,
and sales and marketing. Responses to Item 6.1
should be based upon the most critical requirements
and processes for your products, services, and business.

N3. To achieve better process performance and re-
duce variability, you might implement approaches
such as a Lean Enterprise System, Six Sigma method-
ology, use of ISO 9000:2000 standards, or other pro-
cess improvement tools.

N4. To provide as complete and concise a response as
possible for your key value creation processes, you
might want to use a tabular format identifying the key
processes and the attributes of each as called for in
questions 6.1a(1)—6.1a(6).
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N5. The results of improvements in product and ser- other process performance results should be reported
vice performance should be reported in Item 7.1. All in Item 7.5.

For additional description of this Item, see pages 42—43.

6.2 Support Processes and Operational Planning (40 pts.) | Process |

Describe How your organization manages its KEY PROCESSES that support your VALUE CREATION PROCESSES.
Describe your processes for financial management and continuity of operations in an emergency.

Within your response, include answers to the following questions:

a. Support PROCESSES
(1) How does your organization determine its KEy support pRoCesses? What are your Key PROCESSES for
Supporting your VALUE CREATION PROCESSES?

(2) How do you determine Key support PROCESS requirements, incorporating input from internal and
external customers, and suppliers and PARTNERS, as appropriate? What are the kev requirements for these
PROCESSES?

(3) How do you design these processes to meet all the ey requirements? How do you incorporate new tech-
nology, organizational knowledge, and the potential need for agility into the design of these PROCESSES?
How do you incorporate CYCLE TIME, PRODUCTIVITY, cost control, and other efficiency and effectiveness
factors into the design of these processes? How do you implement these PROCESSES to ensure they meet
design requirements?

(4) What are your Kty PERFORMANCE MEASURES or INDICATORs used for the control and improvement of your
support PrROCEssEs? How does your day-to-day operation of KEY support PROCESSES ensure meeting KEY
PERFORMANCE requirements? How are in-process MEASURES used in managing these PROCESSES? How is
CUSTOMER, supplier, and PARTNER input used in managing these PROCESSES, as appropriate?

(5) How do you minimize overall costs associated with inspections, tests, and PROCESS or PERFORMANCE audits,
as appropriate? How do you prevent defects and rework?

(6) How do you improve your support PROCESSES to achieve better PERFORMANCE, to reduce variability, and to
keep them current with business needs and directions? How are improvements and lessons learned
shared with other organizational units and PROCESSEs to drive organizational LEARNING and INNOVATION?

b. Operational Planning
(1) How does your organization ensure adequate financial resources are available to support your operations?
How do you determine the resources needed to meet current financial obligations? How do you ensure
adequate resources are available to support major new business investments? How do you assess the
financial risks associated with your current business operations and major new business investments?

(2) How do you ensure continuity of operations in the event of an emergency?

| _Notes:

NI1. Your key support processes (6.2a) are those that N2. An emergency (6.2b[2]) might be weather related,
are considered most important for support of your or- utility related, or due to a local or national emergency.
ganization’s value creation processes, employees, and
daily operations. These might include facilities man-
agement, legal, human resource, project management,
and administration processes.

N3. Your financial management results should be re-
ported in Item 7.3. Others results related to your key
support processes and operational planning should be
reported in Item 7.5.
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Process Management (Category 6)

Process Management isthe focal point within the Criteriafor all
key work processes. Built into the Category are the central
requirementsfor efficient and effective process management:
effective design; a prevention orientation; linkage to customers,
suppliers, and partners and afocus on value creation for all key
stakeholders; operational and financial performance; cycletime;
and evaluation, continuous improvement, and organi zational
learning.

Agility, cost reduction, and cycle time reduction are increasingly
important in all aspects of process management and
organizational design. In the simplest terms, “agility” refersto
your ability to adapt quickly, flexibly, and effectively to
changing requirements. Depending on the nature of your
organization's strategy and markets, agility might mean rapid
changeover from one product to another, rapid response to
changing demands, or the ability to produce a wide range of
customized services. Agility also increasingly involves decisions
to outsource, agreements with key suppliers, and novel
partnering arrangements. Flexibility might demand special
strategies, such asimplementing modular designs, sharing

components, sharing manufacturing lines, and providing
specialized training. Cost and cycle time reduction often involve
L ean process management strategies. It is crucial to utilize key
measures for tracking all aspects of your overall process
management.

APIC 0

6.1 Value Creation Processes

Purpose

This Item examines your organization’s key product, service,
and business processes, with the aim of creating value for your
customers and other key stakeholders, and improving your
marketplace and operational performance.

Comments

= ThisItem callsfor information on the management and
improvement of key value creation processes. The information
required includes a description of the key processes, their
specific requirements, and how performance relative to these
requirementsis determined and maintained. I ncreasingly, these
requirements might include the need for agility—speed and
flexibility—to adapt to change.

= Your design approaches could differ appreciably depending

on the nature of your products and services—whether the

products and services are entirely new, are variants, or involve

major or minor process changes. You should consider the key
reguirements for your products
and services. Factors that might
need to be considered in design
include safety, long-term
performance, environmental
impact, “green” manufacturing,
measurement capability,
process capability, manufactur-
ability, maintainability,
variability in customer
expectations requiring product
or service options, supplier
capability, and documentation.
Effective design also must
consider cycletime and
productivity of production and
delivery processes. This might
involve detailed mapping of
manufacturing or service
processes and redesigning (“re-
engineering”) those processes
to achieve efficiency, aswell as
to meet changing customer
requirements.

= Your key business processes are those nonproduct and
nonservice processes that are considered most important to
business growth and success by your senior leaders. These
processes frequently relate to an organization’s strategic
objectives and critical success factors. Key business processes
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might include processes for innovation, research and

devel opment, technol ogy acquisition, information and
knowledge management, supply chain management, supplier
partnering, outsourcing, mergers and acquisitions, global
expansion, project management, and sales and marketing.
Given the diverse nature of these processes, the reguirements
and performance characteristics might vary significantly for
different processes.

For many organizations, supply chain managementisa
growing factor in achieving productivity and profitability
goals and overall business success. Suppliers and partners are
receiving increasing strategic attention as organizationsre-
evaluate their core functions. Supplier processes should fulfill
two purposes: to help improve the performance of suppliers
and partners and also, on specific actions, to help them
contribute to your organization’simproved performance.
Supply chain management might include processes for
supplier selection, with the aim of reducing the total number
of suppliers and increasing preferred supplier and partnering
agreements.

Many organizations need to consider requirements for
suppliers and partners at the design stage. Overall, effective
design must take into account all stakeholdersin the value
chain. If many design projects are carried out in parallel or if
your organization’s products utilize parts, equipment, and
facilities that are used for other products, coordination of
resources might be amajor concern, but it also might offer a
means to significantly reduce unit costs and time to market.

This Item calls for information on the incorporation of new
technology. This could include e-technology for sharing
information with suppliers and partners, communicating with
customers, and giving them continuous (24/7) access, and
automated information transfer from in-service products
requiring maintenancein thefield.

Specific reference is made to in-process measurements and
customer and supplier interactions. These measurements and
interactions require the identification of critical pointsin
processes for measurement, observation, or interaction. These
activities should occur at the earliest points possiblein
processes to minimize problems and costs that may result
from deviations from expected performance. Achieving
expected performance frequently requires setting in-process
performance levels or standards to guide decision-making.
When deviations occur, corrective action is required to restore
the performance of the process to its design specifications.
Depending on the nature of the process, the corrective action
could involve technical and human considerations. Proper
corrective action involves changes at the source (root cause)
of the deviation. Such corrective action should minimize the
likelihood of thistype of variation occurring again or
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elsewherein your organization. When customer interactions
areinvolved, differences among customers must be
considered in evaluating how well the processis performing.
Thismight entail allowing for specific or general
contingencies, depending on the customer information
gathered. Thisis especialy true of professional and personal
services.

= ThisItem aso callsfor information on how processes are
improved to achieve better performance. Better performance
means hot only better quality from your customers’
perspective but also better financial and operational
performance—such as productivity—from your other
stakeholders' perspectives. A variety of processimprovement
approaches are commonly used. These approaches include:
(1) sharing successful strategies across your organization to
drive learning and innovation, (2) performing process analysis
and research (e.g., process mapping, optimization
experiments, error proofing), (3) conducting technical and
business research and devel opment, (4) benchmarking, (5)
using alternative technology, and (6) using information from
customers of the processes—within and outside your
organi zation. Process improvement approaches might utilize
financial datato evaluate alternatives and set priorities.
Together, these approaches offer awide range of possihilities,
including complete redesign (“re-engineering”) of processes.

6.2 Support Processes
Purpose

This Item examines your organization’s key support processes
and operational planning with respect to financial management
and planning for the continuity of operations with the aim of
improving your overall operational performance.

Comments

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

= ThisItem callsfor information on how your organization
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evaluates and improves the performance of your key support
processes and shares information with other organizational
unitsto drive learning and innovation. Four approaches N OTES
frequently used are (1) process analysis and research, (2)
benchmarking, (3) use of alternative technology, and (4) use
of information from customers of the processes. Together,
these approaches offer awide range of possibilities, including
minor process modifications and complete redesign (“re-
engineering”) of processes.

= Many types of analysis can be performed to ensure adequate
financial resources are available to support current operations
and new business investments and to assess their financial
risks. For current operations, these efforts might include the
analysis of cash flows, net income statements, and current
liabillities versus current assets. For businessinvestments, the
efforts might include analysis of discounted cash flows, return
oninvestment (ROI), or return on invested capital (ROIC).
The specific types of analyseswill vary from organization to
organization. These analyses should help your organization
assess the financial viability of your current operations and
the potential viability of and risks associated with your new
businessinitiatives.

= Effortsto ensure the continuity of operationsin an emergency
should consider all facets of a business that are needed to
provide products or servicesto customers. You should
consider both your value creation and your key support
processes in your planning. The specific level of service that
you will need to provide will be guided by your type of
business and your customers’ needs and requirements. For
example, apublic utility will likely have a higher need for
services than businesses that do not provide an essential
function. Your continuity of operations efforts should also be
coordinated with your efforts to ensure data and information
availability (Item 4.1) and workplace preparedness (Item 5.3).
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Business Results (450 pts)

The Business Resutts Category examines your organization’s PERFORMANCE and improvement in Kev business areas—
product and service outcomes, CUSTOMER satisfaction, financial and marketplace perForRMANCE, human resource ResuLTs, opera-
tional perrorMANCE, and leadership and social responsibility. PERFORMANCE LEVELS are examined relative to those of competitors.

7.1 Product and Service Outcomes (100 pts.) | Results |

Summarize your organization’s key product and service PERFORMANCE RESULTS. SEGMENT your ResuLts by product
and service types and groups, custoMer groups, and market seGMeNTs, as appropriate. Include appropriate
comparative data.

Provide data and information to answer the following questions:

a. Product and Service ResuLTs
What are your current Levels and TRENDS in KEY MEASURES Or INDICATORs of product and service PERFORMANCE that
are important to your cusTomers? How do these Results compare with your competitors’ PERFORMANCE?

N

Product and service results reported in this Item and 3.2. The measures or indicators should address
should relate to the key product and service features factors that affect customer preference, such as those
identified as customer requirements or expectations in included in P.1, Note 3 and Item 3.1, Note 3.

P.1b(2) based on information gathered in Items 3.1

7.2 Customer-Focused Results (70 pts.)

Summarize your organization’s Key customer-focused Resulrs, including customer satisfaction and cusToMEer-
perceived VALUE. SEGMENT your Results by product and service types and groups, cusToMer groups, and market
SEGMENTS as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. CusToMER-Focused REsuLts
(1) What are your current LEVELS and TRENDS in KEY MEASURES OT INDICATORS Of CUSTOMER satisfaction and dissatis-
faction? How do these compare with competitors’ LEVELS of CUSTOMER satisfaction?

(2) What are your current LeVeLs and TRENDS in KEY MEASURES OT INDICATORS Of cusTOMER-perceived VALUE, includ-
ing customer loyalty and retention, positive referral, and other aspects of building relationships with
CUSTOMERS, as appropriate?

| _Notes:

N1. Customer satisfaction and dissatisfaction results N2. Measures and indicators of customers’ satisfaction
reported in this Item should relate to the customer with your products and services relative to customers’
groups and market segments discussed in P.1b(2) and satisfaction with competitors might include objective
Item 3.1 and to the determination methods and data information and data from your customers and from
described in Item 3.2. independent organizations.
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7.3 Financial and Market Results (70 pts.)

Summarize your organization’s key financial and marketplace PERFORMANCE REsuLTs by cusTomer or market sec-
MENTS, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. Financial and Market ResuLTs
(1) What are your current LEVELs and TRENDS in KEY MEASURES OT INDICATORs of financial PERFORMANCE, including
aggregate MEASURES of financial return and economic VALUE, as appropriate?

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

| Noce: I

Responses to 7.3a(1) might include aggregate measures
such as return on investment (ROI), asset utilization,
operating margins, profitability, profitability by mar-
ket or customer segment, liquidity, debt-to-equity

ratio, value added per employee, and financial activity
measures. Measures should relate to the financial
management approaches described in Item 6.2.

7.4 Human Resource Results (70 pts.)

Summarize your organization’s key human resource Rresuirs, including work system PERFORMANCE and employee
LEARNING, development, well-being, and satisfaction. seGMENT your Rresults to address the piversiTY of your
workforce and the different types and categories of employees, as appropriate. Include appropriate com-
parative data.

Provide data and information to answer the following questions:

a. Human Resource REsuLts
(1) What are your current LEVELS and TRENDS in KEY MEASURES OT INDICATORS Of WORK SYSTEM PERFORMANCE and
effectiveness?

(2) What are your current Levels and TRENDS in KEY MEASURES of employee LEARNING and development?

(3) What are your current LeveLs and TRENDS in KEY MEASURES or INDICATORs of employee well-being, satisfaction,
and dissatisfaction?

| _Notes: ||

N1. Results reported in this Item should relate to ac-
tivities described in Category 5. Your results should
be responsive to key process needs described in Cate-
gory 6 and to your organization’s action plans and
human resource plans described in Item 2.2.

N2. Appropriate measures and indicators of work sys-
tem performance and effectiveness (7.4a[1]) might in-
clude job and job classification simplification, job ro-

tation, work layout improvement, employee retention

APIC y

and internal promotion rates, and changing supervi-
sory ratios.

N3. Appropriate measures and indicators of employee
learning and development (7.4a[2]) might include in-
novation and suggestion rates, courses completed,
learning, on-the-job performance improvements, and
cross-training rates.

N4. For appropriate measures of employee well-being
and satisfaction (7.4a[3]), see Item 5.3 Notes.
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7.5 Organizational Effectiveness Results (70 pts.) EE

Summarize your organization’s Ky operational PERFORMANCE ResulTs that contribute to the improvement of
organizational effectiveness. seGMENT your Results by product and service types and groups and by market
SEGMENTS, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. Organizational Effectiveness ResulLTs
(1) What are your current LEVELs and TRENDS in KEY MEASURES Or INDICATORs of the operational PERFORMANCE of
your KEY VALUE CREATION PROCESSEs? Include probucTiviTy, cYcLE TIME, supplier and partner PERFORMANCE, and
other appropriate Measures of effectiveness and efficiency.

(2) What are your current LEVELs and TRENDS in KEY MEASURES Or INDICATORs of the operational PERFORMANCE of
your other Key PROCEsses? Include PRODUCTIVITY, CYCLE TIME, supplier and partner PERFORMANCE, and other
appropriate MEASURES of effectiveness and efficiency.

Notes

N1. Results reported in Item 7.5 should address your organizational performance (Item 4.1) and should
key operational requirements as presented in the Or- provide the operational basis for product and service
ganizational Profile and in Items 6.1 and 6.2. Include outcomes (Item 7.1), customer-focused results (Item
results not reported in Items 7.1-7.4. 7.2), and financial and market results (Item 7.3).

N2. Results reported in Item 7.5 should provide
key information for analysis and review of your
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7.6 Leadership and Social Responsibility Results (70 pts.)

Summarize your organization’s KEY GOVERNANCE, SENIOR LEADERSHIP, and social responsibility resurrs, including
evidence of ETHICAL BEHAVIOR, fiscal accountability, legal compliance, and organizational citizenship. SEGMENT

your Resuits by business units, as appropriate. Include appropriate comparative data.

Provide data and information to answer the following questions:

a. Leadership and Social Responsibility REsuLTs

(1) What are your ResuLTs for KEY MEASURES Or INDICATORs of accomplishment of your organizational strategy

and ACTION PLANS?

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

breaches of ETHICAL BEHAVIOR?

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

internal and external, as appropriate?

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

(5) What are your REsuLTS for KEY MEASURES OF INDICATORS of organizational citizenship in support of your key

communities?

otes: I

NI1. For examples of measures of ethical behavior and
stakeholder trust (7.6a[2]), see Item 1.2, Note 4.

N2. Responses to 7.6a(3) might include financial
statement issues and risks, important internal and
external auditor recommendations, and management’s
responses to these matters.

N3. Regulatory and legal compliance results (7.6a[4])
should address requirements described in 1.2b.

Employee-related occupational health and safety re-
sults (e.g., OSHA-reportable incidents) should be re-
ported in 7.4a(3).

N4. Organizational citizenship results (7.6a[5]) should
address support of the key communities discussed in
1.2c.
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Business Results (Category 7)

The Business Results Category provides aresults focus that
encompasses your objective evaluation and your customers’
evaluation of your organization’s products and services, your
overall financial and market performance, your leadership
system and social responsibility results, and results of all key
processes and process improvement activities. Through this
focus, the Criteria’'s purposes—superior value of offerings as
viewed by your customers and the marketplace; superior
organizational performance as reflected in your operational,
legal, ethical, and financial indicators; and organizational and
personal learning—are maintained. Category 7 thus provides
“realtime” information (measures of progress) for evaluation
and improvement of processes, products, and services, in
alignment with your overall organizational strategy. Item 4.1
callsfor analysisand review of business results data and
information to determine your overall organizational
performance and to set priorities for improvement.

7.1 Product and Service Outcomes
Purpose

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

Comments

= Thisitem places emphasis on measures of product and service
performance that serve asindicators of customers’ views and
decisionsrelative to future purchases and rel ationships.
These measures of product and service performance are
derived from customer-related information gathered in Items
3.1land 3.2

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

® The correlation between product and service performance and
customer indicatorsisaa critical management tool with
multiple uses: (1) defining and focusing on key quality and
customer requirements; (2) identifying product and service
differentiatorsin the marketplace; and (3) determining cause-
effect relationships between your product and service

47

attributes and evidence of customer satisfaction and loyalty, as
well as positivereferrals. The correlation might reveal
emerging or changing market segments, the changing
importance of requirements, or even the potential

obsol escence of product or service offerings.

7.2 Customer-Focused Results
Purpose

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

Comments

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

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

7.3 Financial and Market Results
Purpose

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

Comments

= Measures reported in this Item are those usually tracked by
senior leadership on an ongoing basis to assess your
organi zation’s performance.
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7.4 Human Resource Results

Purpose

This Item examines your organization's human
resource results, with the aim of demonstrating how
well your organization has been creating and

Appropriate financial measures and indicators
might include revenue, profits or loss, cash-to-cash
cycletime, and financial returns. Marketplace
performance measures might include market
position, market share, measures of business
growth, new products and services and markets
entered (including emarkets and exports), and the
percentage of sales derived from new products or
services.

maintaining a productive, learning, and caring work
environment for all employees.

Comments

Results measures reported for work system performance
might include improvement in job classification, job rotation,
work layout, and local decision-making. Results reported
might include input data, such as extent of training, but the
main emphasis should be on data that show effectiveness or
outcomes. An example of such an outcome measure might be
the productivity enhancements of cost savings resulting from
the redesign of work processes by work teams.

Results reported might include generic or organization
specific factors. Generic factors might include safety,
absenteeism, turnover, satisfaction, and complaints
(grievances). For some measures, such as absenteeism and
turnover, local or regional comparisons might be appropriate.

Organization-specific factors are those you assess for
determining your work system performance and your
employees' well-being and satisfaction. These factors might
include the extent of training or cross-training or the extent
and success of self-direction.

7.5 Organizational Effectiveness Results

Purpose

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

APIC "

Comments

= ThisItem encourages your organization to develop and
include unique and innovative measures to track key
processes and operational improvement. All key areas of
business and operational performance should be evaluated by
measures that are relevant and important to your organization.

= Measures and indicators of operational effectiveness and
efficiency might include reduced emission levels, waste
stream reductions, by-product use, and recycling; internal
responsiveness indicators such as cycle times, production
flexibility, lead times, set-up times, and time to market;
business-specific indicators such asinnovation rates and
increased use of e-technology, product and processyields, Six
Sigmainitiative results, and delivery performance to request;
supply chain indicators such as reductions in inventory and
incoming inspections, increasesin quality and productivity,
improvements in el ectronic data exchange, and reductionsin
supply chain management costs; and third-party assessment
results such as 1SO 9001 audits.

7.6 Leadership and Social Responsibility Results
Purpose

This Item examines your organization’s key resultsin the area of
|eadership and societal responsibilities, with the aim of
maintaining afiscally sound, ethical organization that isagood
citizenin its communities.

Comments

= Because of alack of appropriate measures, akey challenge
for many organizationsis measuring their progressin
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accomplishing their strategic objectives. Frequently these
progress measures can be discerned by first defining the
results that would indicate end-goal scussessin achieving the

strategic objective and then using their measure to define NOTES
intermediate measures.

Independent of an increased national focus on issues of
governance, ethics, and board and |eadership accountability, it
isimportant for organizations to practice and demonstrate
high standards of overall conduct. Governance bodies and
senior leaders should track relevant performance measures on
aregular basis and emphasize this performance in stakehol der
communications.

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

If your organization has received sanctions or adverse actions
under law, regulation, or contract during the past three years,
the incidents and their current status should be summarized.
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- Scoring System

The scoring of responses to Criteria Items (Items) and
Award applicant feedback are based on two evaluation
dimensions: (1) Process and (2) Results. Criteria users need
to furnish information relating to these dimensions. Specific
factors for these dimensions are described below. Scoring
Guidelines are given on the following two pages.

Process

“Process” refers to the methods your organization uses and
improves to address the Item requirements in Categories
1-6. The four factors used to evaluate process are Approach,
Deployment, Learning, and Integration (A-D-L-I).
“Approach” refers to

m the methods used to accomplish the process

m the appropriateness of the methods to the Item
requirements

m the effectiveness of use of the methods

m the degree to which the approach is repeatable
and based on reliable data and information (i.e.,
systematic)

“Deployment” refers to the extent to which

® your approach is applied in addressing Item require-
ments relevant and important to your organization

® your approach is applied consistently
m your approach is used by all appropriate work units
“Learning” refers to

m refining your approach through cycles of evaluation
and improvement

® encouraging breakthrough change to your approach
through innovation

m sharing of refinements and innovation with other
relevant work units and processes in your organization

“Integration” refers to the extent to which

m your approach is aligned with your organizational
needs identified in other Criteria Item requirements

® your measures, information, and improvement systems
are complementary across processes and work units

® your plans, processes, results, analysis, learning, and
actions are harmonized across processes and work units
to support organization-wide goals

Results

“Results” refers to your organization’s outputs and outcomes
in achieving the requirements in Items 7.1-7.6. The four
factors used to evaluate results are

m your current level of performance

® rate (i.e., slope of trend data) and breadth (i.e., how
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widely deployed and shared) of your performance
improvements

m your performance relative to appropriate comparisons
and/or benchmarks

m linkage of your results measures (often through
segmentation) to important customer, product and
service, market, process, and action plan performance
requirements identified in your Organizational Profile
and in Process Items

Item Classification and Scoring Dimensions

Items are classified according to the kinds of information
and/or data you are expected to furnish relative to the two
evaluation dimensions given above.

The two types of Items are designated as

In Process Items, approach—-deployment-learning—
integration are linked to emphasize that descriptions of
approach should always indicate the deployment—consistent
with the specific requirements of the Item. As processes mature,
their description also should indicate how cycles of learning,
as well as integration with other processes and work units,
occur. Although the approach—deployment-learning—
integration factors are linked, feedback to Award applicants
reflects strengths and/or opportunities for improvement in
any or all of these factors.

1. Process

2. Results

Results Items call for data showing performance levels,
improvement rates, and relevant comparative data for key
measures and indicators of organizational performance.
Results Items also call for data on breadth of performance
improvements. This is directly related to deployment and
organizational learning; if improvement processes are
widely shared and deployed, there should be correspond-
ing results. A score for a Results Item is thus a composite
based upon overall performance, taking into account the
rate and breadth of improvements and their importance to
the Item requirements and your business. (See next
paragraph.)

“Importance” as a Scoring Consideration

The two evaluation dimensions described previously are
critical to evaluation and feedback. However, another
critical consideration in evaluation and feedback is the
importance of your reported process and results to your key
business factors. The areas of greatest importance should be
identified in your Organizational Profile and in Items such
as 2.1, 2.2, 3.1, 5.1, and 6.1. Your key customer require-
ments, competitive environment, key strategic objectives,
and action plans are particularly important.



Assignment of Scores to Your Responses

The following guidelines should be observed in assigning
scores to Item responses.

m All Areas to Address should be included in your Item
response. Also, responses should reflect what is impor-
tant to your organization.

® In assigning a score to an Item, first decide which
scoring range (e.g., 50 percent to 65 percent) is most
descriptive of the organization’s achievement level as
presented in the Item response. “Most descriptive of
the organization’s achievement level” can include some
gaps in one or more of the A—-D-L-I (process) factors
or results factors for the chosen scoring range. An
organization’s achievement level is based on a holistic
view of either the four process or four results factors in
aggregate and not on a tallying or averaging of inde-
pendent assessments against each of the four factors.
Assigning the actual score within the chosen range

2005 APIC Scoring System

to the statements in the next higher or next lower
scoring range.

A Process Item score of 50 percent represents an
approach that meets the overall requirements of the
Item, that is deployed consistently and to most work
units covered by the Item, that has been through some
cycles of improvement and learning, and that addresses
the key organizational needs. Higher scores reflect
greater achievement, demonstrated by broader deploy-
ment, significant organizational learning, and increased
integration.

A Results Item score of 50 percent represents a clear
indication of improvement trends and/or good levels of
performance with appropriate comparative data in the
results areas covered in the Item and important to the
business. Higher scores reflect better improvement
rates and/or levels of performance, better comparative
performance, and broader coverage and integration
with business requirements.

requires evaluating whether the Item response is closer

SCORING GUIDELINES
For Use With Categories 1-6

SCORE PROCESS

® No SYSTEMATIC APPROACH is evident; information is ANECDOTAL. (A)

m Little or no DEPLOYMENT of an APPROACH is evident. (D)

® No evidence of an improvement orientation; improvement is achieved through reacting to problems. (L)
® No organizational ALIGNMENT is evident; individual areas or work units operate independently. (I)

0% or 5%

The beginning of a SYSTEMATIC APPROACH to the BASIC REQUIREMENTS of the Item is evident. (A)

® The APPROACH is in the early stages of DEPLOYMENT in most areas or work units, inhibiting progress in achieving the
BASIC REQUIREMENTS of the Item. (D)

m Early stages of a transition from reacting to problems to a general improvement orientation are evident. (L)

The APPROACH is ALIGNED with other areas or work units largely through joint problem solving. (I)

10%, 15%,
20%, or 25%

An EFFECTIVE, SYSTEMATIC APPROACH, responsive to the BASIC REQUIREMENTS of the Item, is evident. (A)

The APPROACH is DEPLOYED, although some areas or work units are in early stages of DEPLOYMENT. (D)

The beginning of a SYSTEMATIC APPROACH to evaluation and improvement of KEY PROCESSES is evident. (L)

The APPROACH is in early stages of ALIGNMENT with your basic organizational needs identified in response to the
other Criteria Categories. (I)

30%, 35%,
40%, or 45%

B An EFFECTIVE, SYSTEMATIC APPROACH, responsive to the OVERALL REQUIREMENTS of the Item, is evident. (A)
50%. 55% ® The APPROACH is well DEPLOYED, although DEPLOYMENT may vary in some areas or work units. (D)
o 22070 m A fact-based, SYSTEMATIC evaluation and improvement PROCESS and some organizational LEARNING are in place for
60%, or 65% . - . .
improving the efficiency and effectiveness of KEY PROCESSES. (L)
® The APPROACH is ALIGNED with your organizational needs identified in response to the other Criteria Categories. (I)

B An EFFECTIVE, SYSTEMATIC APPROACH, responsive to the MULTIPLE REQUIREMENTS of the Item, is evident. (A)

70%. 75% ® The APPROACH is well DEPLOYED, with no significant gaps. (D) o )

80% or 85% ® Fact-based, SYSTEMATIC evaluation and improvement and organizational LEARNING are KEY management tools; there is
’ clear evidence of refinement and INNOVATION as a result of organizational-level ANALYsIS and sharing. (L)

® The APPROACH is INTEGRATED with your organizational needs identified in response to the other Criteria Items. (I)

B An EFFECTIVE, SYSTEMATIC APPROACH, fully responsive to the MULTIPLE REQUIREMENTS of the Item, is evident. (A)
90%. 95%. or 100% ® The APPROACH is fully DEPLOYED without significant weaknesses or gaps in any areas or work units. (D)
» » m Fact-based, SYSTEMATIC evaluation and improvement and organizational LEARNING are KEY organization-wide tools;
refinement and INNOVATION, backed by ANALYsIS and sharing, are evident throughout the organization. (L)
® The APPROACH is well INTEGRATED with your organizational needs identified in response to the other Criteria Items. (I)
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NOTES

SCORING GUIDELINES
For Use With Category 7

SCORE RESULTS

® There are no business RESULTS or poor RESULTS in areas reported.

® TREND data are either not reported or show mainly adverse TRENDS.

m Comparative information is not reported.

® RESULTS are not reported for any areas of importance to your organization’s KEY business requirements.

0% or 5%

m A few business RESULTS are reported; there are some improvements and/or early good PERFORMANCE LEVELS in
a few areas.

Little or no TREND data are reported.

Little or no comparative information is reported.

RESULTS are reported for a few areas of importance to your organization’s KEY business requirements.

10%, 15%, -
20%, or 25%

Improvements and/or good PERFORMANCE LEVELS are reported in many areas addressed in the Item requirements.
Early stages of developing TRENDS are evident.

Early stages of obtaining comparative information are evident.

RESULTS are reported for many areas of importance to your organization’s KEY business requirements.

30%, 35%,
40%, or 45%

® Improvement TRENDS and/or good PERFORMANCE LEVELS are reported for most areas addressed in the Item
requirements.
® No pattern of adverse TRENDS and no poor PERFORMANCE LEVELS are evident in areas of importance to your

6(5)%%8556'7;'% organization’s KEY business requirements. . .
’ ® Some TRENDS and/or current PERFORMANCE LEVELS—evaluated against relevant comparisons and/or BENCHMARKS—
show areas of good to very good relative PERFORMANCE.
® Business RESULTS address most KEY CUSTOMER, market, and PROCESS requirements.
m Current PERFORMANCE is good to excellent in most areas of importance to the Item requirements.
70%. 75% ® Most improvement TRENDS and/or current PERFORMANCE LEVELS are sustained. _ _
80%, ¢ 85% ® Many to most reported TRENDS and/or current PERFORMANCE LEVELS—evaluated against relevant comparisons and/or

BENCHMARKS—show areas of leadership and very good relative PERFORMANCE.
® Business RESULTS address most KEY CUSTOMER, market, PROCESS, and ACTION PLAN requirements.

Current PERFORMANCE is excellent in most areas of importance to the Item requirements.

Excellent improvement TRENDS and/or sustained excellent PERFORMANCE LEVELS are reported in most areas.
Evidence of industry and BENCHMARK leadership is demonstrated in many areas.

Business ResuLTs fully address KEY CUSTOMER, market, PROCESS, and ACTION PLAN requirements.

90%, 95%, or 100%

APIC 52




2005 Criteria Response Guidelines

- Steps Toward Mature Processes

(1) Reacting to Problems

Strategic
and Operational
Goals

~— T

Operations are characterized by activities rather than by
processes, and they are largely responsive to immediate
needs or problems. Goals are poorly defined.

(3) Aligned Approaches

Strategic
and Operational
Goals

Operations are characterized by processes that are
repeatable and regularly evaluated for improvement,
with learnings shared and with coordination among
organizational units. Processes address key strategies
and goals of the organization.

(2) Early Systematic Approaches

Strategic and
Operational
Goals

The organization is at the beginning stages of conducting
operations by processes with repeatability, evaluation and
improvement, and some early coordination among

organizational units. Strategy and quantitative goals are
being defined.

(4) Integrated Approaches

Strategic
and Operational
Goals

Operations are characterized by processes that are
repeatable and regularly evaluated for change and improve-
ment in collaboration with other affected units. Efficien-
cies across units are sought and achieved, through analysis,
innovation, and sharing. Processes and measures track
progress on key strategic and operational goals.

NOTES
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- Criteria Response Guidelines

The guidelines given in this section are offered to assist

Criteria users in responding most effectively to the require-

ments of the 19 Criteria Items. Writing an application for
the APIC  Award involves responding to these require-
ments in 50 or fewer pages.

The guidelines are presented in three parts:

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

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

General Guidelines

I. Read the entire Criteria booklet.

The main sections of the booklet provide a full orienta-
tion to the Ciriteria, including how responses are to be

evaluated for self-assessment or by Award Examiners. You

should become thoroughly familiar with the following
sections:

m Criteria for Performance Excellence
B Scoring System

B Glossary of Key Terms

]

Category and Item Descriptions

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

The Item format (see figure below) shows the different
parts of Items, the role of each part, and where each part
is placed. It is especially important to understand the multi-
ple requirements contained in the Areas to Address. The
Item Notes are an aid to help you understand the Areas
to Address. Each Item and Area to Address is described in
greater detail in the Category and Item Descriptions sec-
tion.

Each Item is classified as either Process or Results, depend-
ing on the type of information required.

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

Item Format

Ttem title

Y

Item number

Item point value

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

. . ith d high
expressed in Item title wieh emp - e

a. Vision and VALUES

Opverall Item requirements
expressed as specific topics
users need to address

VALUES?

(1) How do senioR LeAbERs set organizational vision and vaes? How do senior LeAbers deploy your organization’s
vision and vawes through your LeAbrskiP svsTem, o all employees, to kev suppliers and parers, and to
cusTomers, as appropriate? How do their personal actions reflect a commitment to the organization’s

(2) How do SENIOR LEADERS promote an environment that fosters and requires legal and eTHICAL BEHAVIOR?

(3) How do SenioR LeADERS create a sUSTAINABLE organization? How do SENIOR LEADERS create an environment for

/ 1.1 Senior Leadership (70 pts.)
Basic Item requirements Describe How senior Leabers guide and sustain your organization. Describe How SENIOR LEADERS communicate

Within your response, include answers to the following questions:

Areas to Address

Notes have the

and requirements
— give instructions

— indicate/clarify
important linkages

Location of Item

description \

following purposes:
clarify key terms —

performance improvement, accomplishment of sTRATEGIC OBJECTIVES, INNOVATION, and organizational agility?
How do they create an environment for organizational and employee tearninc? How do they personally
participate in succession planning and the devel of future organizational leaders?

b. Ci i and Or izati E
(1) How do senioR 1EApERs communicate with, empower, and motivate all employees throughout the
organization? How do senioR LeapRs encourage frank, two-way communication throughout the
organization? How do senior Leabers take an active role in employee reward and recognition to
reinforce high perrormance and a customer and business focus?

(2) How do senior Leabers create a focus on action to accomplish the organization’s objectives, improve
perroRmANCE, and attain your vision? How do senioR Leabers include a focus on creating and balancing vae
for customers and other sTAKEHOLDERs in their or PERFORMANCE i

R

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

N3. A focus on action (1.1b[2]) considers both the
people and the hard assets of the organization. It in-
cludes ongoing improvements in productivity that
may be achieved through eliminating waste or reduc-
ing cycle time, and it might use techniques such as Six
Sigma and Lean Production. It also includes the actions
to accomplish the organization’s strategic objectives.

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

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

nt process and results relative to the Scoring System. Refer to the Scoring System information on

pages 47-50.

For additional description of this Trem, scc page 34.

Multiple requirements
expressed as individual
Criteria questions

APIC
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3. Start by preparing the Organizational Profile.

The Organizational Profile is the most appropriate starting
point. The Organizational Profile is intended to help
everyone—including organizations using the Criteria for
self-assessment, application writers, and reviewers—to
understand what is most relevant and important to your
organization’s business and to its performance.

Guidelines for Responding to Process Items

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

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

I. Understand the meaning of ‘“how.”

Process Items include questions that begin with the word
“how.” Responses should outline your key process information
that addresses approach, deployment, learning, and integration.
Responses |acking such information, or merely

providing an example, are reterred to in the dcoring
Guidelines as “anecdotal information.”

N

Understand the meaning of “what.”

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

w

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

m Show that approaches are systematic.

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

m Show deployment.

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

m Show evidence of learning.

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

m Show integration.

Integration shows alignment and harmonization
among processes, plans, measures, and actions that
generate organizational effectiveness and efficiencies.

m Show focus and consistency.

There are four important considerations regarding
focus and consistency: (1) the Organizational Profile
should make clear what is important; (2) the Strategic
Planning Category, including the strategic objectives
and action plans, should highlight areas of greatest
focus and describe how deployment is accomplished;
(3) descriptions of organizational-level analysis and re-
view (Item 4.1) should show how your organization ana-
lyzes and reviews performance information to set pri-
orities; and (4) the Process Management Category
should highlight processes that are key to your overall
performance. Showing focus and consistency in the Process
Itemns and tracking corvesponding measures in the Results
Items should improve business performance.

m Respond fully to Item requirements.

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

4. Cross-reference when appropriate.
As much as possible, each Item response should be self-
contained. However, responses to different Items might
be mutually reinforcing. It is then appropriate to refer to
the other responses rather than to repeat information. In
such cases, key process information should be given in
the Item requesting this information. For example, em-
ployee education and training should be described in de-
tail in Item 5.2. Discussions about education and training
elsewhere in your application would then reference but
not repeat details given in your Item 5.2 response.

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

6. Refer to the Scoring Guidelines.
Considerations in the evaluation of Process Item responses
include the Criteria Item requirements and the maturity
of your approaches, breadth of deployment, extent of
learning, and integration with other elements of your
performance management system, as described in the
Scoring Guidelines Therefore, you need to
consider both the Criteria and the dcoring Guidelines.

Guidelines for Responding to Results Items

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

I. Focus on the most critical business results.

Results reported should cover the most important re-
quirements for your business success, highlighted in your
Organizational Profile and in the Strategic Planning,
Customer and Market Focus, and Process Management
Categories.

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

W performance levels that are reported on a meaningful
measurement scale

B trends to show directions of results and rates of
change

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

W breadth and importance of results to show that all
important results are included and segmented,
e.g., by important customer, employee, process, and
product line groups

APIC s6

3. Include trend data covering actual periods for
tracking trends.
No minimum period of time is specified for trend data.
Trends might span five years or more for some results.
Time intervals between data points should be meaningful
for the specific measure(s) reported. For important re-
sults, new data should be included even if trends and
comparisons are not yet well established.

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

5. Integrate results into the body of the text.
Discussion of results and the results themselves should be
close together in an Award application. Tiends that show a
significant positive or negative change should be explained. Use
figure numbers that correspond to Items. For example,
the third figure for Item 7.1 would be Figure 7.1-3. (See
the example in the figure that follows.)

The graph shown on page 57 illustrates data an organiza-
tion might present as part of a response to Item 7.1,
Product and Service Outcomes. In the Organizational
Profile, the organization has indicated on-time delivery
as a key customer requirement.

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

m A figure number is provided for reference to the
graph in the text.
B Both axes and units of measure are clearly labeled.

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

B Results are presented for several years.



EEOICWARKE On-Time Delivery Performance

On-Time Delivery (%)

2004 “world-class” level
from another industry
with similar activity

ﬁ Good

100
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95F  Overall
Company
90r Best Competitor
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Product Line B Industry
80 - -\- Average
-
Product Line C
75
1 1 | , ,
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Year

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

B Appropriate comparisons are clearly shown.

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

To help interpret the Scoring Guidelines the
following comments on the graphed results would be
appropriate:

m The current overall organizational performance level is
excellent. This conclusion 1s supported by the
comparison with industry competitors and with a
“world-class” level.

m The organization shows excellent improvement trends.

® Product Line A is the current performance leader—
showing sustained high performance (on-time
delivery) and a slightly positive trend. Product Line
B shows rapid improvement. Its delivery schedule is
near that of the best industry competitor but trails
the “world-class” level.
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m Product Line C—identified in the application as a
new product—is having early problems with on-
time delivery. (The organization should explain briefly
these early problems.)

6. Refer to the Scoring Guidelines.

Considerations in the evaluation of Results Item re-
sponses include the Criteria Item requirements and the
significance of the results trends, actual performance
levels, relevant comparative data, alignment with impor-
tant elements of your performance management system,
and the strength of the improvement process relative to
the Scoring Guidelines. Therefore, you need to consider
both the Criteria and the Scoring Guidelines

NOTES
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Glossary of Key Terms

. Glossary of Key Terms

This Glossary of Key Terms defines and briefly describesterms
used throughout the Criteriabookl et that are important to
performance management. Asyou may have noted, key termsare
presented in SMALL CAPS every timethey appear inthe
Categories and Scoring Guidelines sections of this Criteriabooklet.

Action Plans

Theterm “action plans’ refersto specific actions that respond to
short- and longer-term strategic objectives. Action plansinclude
details of resource commitments and time horizons for
accomplishment. Action plan devel opment representsthe critical
stage in planning when strategic objectives and goals are made
specific so that effective, organization-wide understanding and
deployment are possible. In the Criteria, deployment of action
plansincludes creating aigned measures for work units.
Deployment might a so require specialized training for some
employees or recruitment of personnel.

An example of astrategic objective for asupplier in ahighly
competitive industry might be to develop and maintain aprice
leadership position. Action plans could entail designing efficient
processes and creating an accounting system that tracks activity-
level costs, digned for the organization as awhole. Deployment
requirements might include unit and/or team training in setting
priorities based upon costs and benefits. Organizational-level
analysisand review likely would emphasize productivity growth,
cost control, and quality. (See aso the definition of “ strategic
objectives’ )

Alignment

Theterm “dignment” refersto consistency of plans, processes,
information, resource decisions, actions, results, and analysisto
support key organization-wide goas. Effective aignment requires
acommon understanding of purposes and goals. It also requiresthe
use of complementary measures and information for planning,
tracking, analysis, and improvement at threelevels: the
organizationd level, the key processlevel, and thework unit level.
(Seedso thedefinition of “integration” )

Analysis

Theterm “analysis’ refersto an examination of facts and datato
provide abasisfor effective decisions. Andysis often involvesthe
determination of cause-effect relationships. Overall organizational
analysis guides process management toward achieving key business
results and toward attaining strategic objectives.

Despite their importance, individual facts and datado not usually
provide an effective basis for actions or setting priorities. Effective
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actions depend on an understanding of relationships, derived from
analysis of factsand data.

Anecdotal

Theterm “anecdota” refersto processinformation that lacks
specific methods, measures, deployment mechanisms, and
evaluation/improvement/learning factors. Anecdotal information
frequently uses examples and describesindividual activitiesrather
than systematic processes.

An anecdotal response to how senior leaders deploy performance
expectations might describe a specific occasion when asenior
leader visited all company facilities. On the other hand, a
systematic process might describe the communication methods
used by all senior leadersto deliver performance expectations on a
regular basisto all employeelocations, the measures used to assess
effectiveness of the methods, and the tool s and techniques used to
evaluate and improve the communication methods.

APEA

Theterm isan acronym for Army Performance Excellence Award.
Thisisaprogram established on 7 August 2003 by the Acting
Secretary of the Army for Army-wide recognition of performance
excellence, using theArmy Performance Improvement Criteria
(APIC) asthebasis.

APIC

Theterm isan acronym for Army Performance Improvement
Criteria. The Criteriaare used by Army organizations to measure
and improve performance. The APIC is recommended for use by
the Department of the Army asatool for organizationd self-
assessment and as aframework for participation in selected Army
award programs. TheAPIC isbased on the Malcolm Baldrige
National Quality Award Program Criteria.

Approach

Theterm “approach” refersto the methods used by an organization
to address the Criteria ltem requirements. Approach includesthe
appropriateness of the methods to the Item requirements and the
effectiveness of their use. For further description, seethe Scoring
System on pages

Basic Requirements
Theterm “basic requirements’ refersto thetopic Criteriausers



need to address when responding to the most central concept of an
Item. Basic requirements are the fundamental theme of that Item.
In the Criteria, the basic requirements of each Item are presented as
theltemtitle. Thispresentationisillustrated in the Item format
shown on page.

Benchmarks

Theterm “benchmarks’ refersto processes and results that
represent best practices and performance for similar activities,
inside or outside an organization’sindustry. Organizations engage
in benchmarking as an approach to understand the current
dimensions of world-class performance and to achieve
discontinuous (no incremental) or breakthrough improvement.

Benchmarks are one form of comparative data. Other comparative
data organizations might use include industry data collected by a
third party (frequently industry averages), dataon competitors
performance, and comparisonswith similar organizationsin the
same geographic area.

Customer

Theterm “customer” refersto actual and potential users of your
organization’'s products or services. Customersinclude the end
users of your products or services, aswell as otherswho might be
the immediate purchasers of your products or services, such as
wholesale distributors, agents, or companies that further process
your product as acomponent of their product. The Criteriaaddress
customers broadly, referencing current customers, future customers,
aswell as customers of your competitors.

Customer-driven excellenceis an APIC core value embedded in the
beliefs and behaviors of high-performance organizations.

Customer focusimpacts and integrates an organi zation's strategic
directions, its value creation processes, and its business results.

Seethe definition of “stakeholders’ for the relationship between
customers and otherswho might be affected by your products or
SErVices.

Cycle Time

Theterm “cycletime” refersto thetime required to fulfill
commitments or to completetasks. Time measurementsplay a
major rolein the Criteria because of the great importance of time
performance to improving competitiveness. “Cycletime” refersto
all aspects of time performance. Cycletimeimprovement might
include timeto market, order fulfillment time, delivery time,
changeover time, customer response time, and other key measures
of time.
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Deployment

Theterm “deployment” refersto the extent to which an approach is
applied in addressing the requirements of the APIC Item.
Deployment is evaluated on the basis of the breadth and depth of
application of the approach to relevant work units throughout the
organization. For further description, seethe Scoring System on

pages.
Diversity

Theterm “diversity” refersto valuing and benefiting from personal
differences. These differences address many variablesincluding
race, religion, color, gender, national origin, disability, sexua
orientation, age, education, geographic origin, and skill
characteristics, aswell asdifferencesin idess, thinking, academic
disciplines, and perspectives.

The APIC refersto the diversity of your employee hiring and
customer communities. Capitalizing on both provides enhanced
opportunitiesfor high performance; customer, employee, and
community satisfaction; and customer and employeeloyalty.

Effective

Theterm “effective’ refersto how well aprocess or ameasure
addressesitsintended purpose. Determining effectiveness requires
the evaluation of how well aneed is met by the approach taken and
its deployment or by the measure used.

Empowerment

Theterm “empowerment” refersto giving employeesthe authority
and responsibility to make decisions and take actions.
Empowerment results in decisions being made closest to the “front
line,” where work-rel ated knowledge and understanding reside.

Empowerment isaimed at enabling employeesto satisfy customers
on first contact, to improve processes and increase productivity, and
to improve the organization’s business results. Empowered
employees require information to make appropriate decisions; thus,
an organizational requirement isto providethat informationina
timely and useful way.

Ethical Behavior

Theterm “ethical behavior” refersto how an organization ensures
that al its decisions, actions, and stakeholder interactions conform
to the organization’s moral and professiona principles. These
principles are the foundation for the organization’s culture and
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valuesand define“right” from “wrong.

“Senior leaders should act as role models for these principles of
behavior. The principles apply to al individualsinvolvedin the
organi zation, from employees to members of the board of directors,
and need to be communicated and reinforced on aregular basis.
Although thereis no universal model for ethica behavior, senior
leaders should ensure that the organization’s mission and vision are
aligned withitsethical principles. Ethical behavior should be
practiced with all stakeholders, including employees, shareholders,
customers, partners, suppliers, and the organization’slocal
community.

While some organizations may view their ethical principlesas
boundary conditions restricting behavior, well-designed and clearly
articulated ethical principles should empower peopleto make
effective decisionswith great confidence.

Goals

Theterm “goals’ refersto afuture condition or performance level
that oneintendsto attain. Goals can be both short-term and longer-
term. Goalsare endsthat guide actions. Quantitative goals,
frequently referred to as“targets,” include anumerical point or
range. Targets might be projections based on comparative data
and/or competitive data. Theterm “stretch goals’ refersto desired
major, discontinuous (nonincremental) or “ breakthrough”
improvements, usually in areas most critical to your organization’'s
future success.

Goals can serve many purposes, including

= clarifying strategic objectives and action plansto indicate
how successwill be measured

= fogtering teamwork by focusing on acommon end

= encouraging “out-of-the-box” thinking to achieve astretch

goa
= providing abasisfor measuring and accelerating progress

Governance

Theterm “governance” refersto the system of management and
controls exercised in the stewardship of your organization. It
includesthe responsihilities of your organization’s senior leaders.
Organizational charters, by-laws, and policies document the rights
and responsibilities of each of the parties and describe how your
organization will be directed and controlled to ensure (1)
accountability, (2) transparency of operations, and (3) fair treatment
of al stakeholders. Governance processes may include approving
strategic direction, monitoring and eval uating senior leader
performance, succession planning, financial auditing, establishing
executive compensation and benefits, managing risk, disclosure,
and shareholder reporting. Ensuring effective governanceis
important to stakeholders' and the larger society’strust and to
organizational effectiveness.
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High-Performance Work

Theterm “high-performance work” refersto work processes used
to systematically pursue ever-higher levels of overal organizational
and individual performance, including quality, productivity,
innovation rate, and cycletime performance. High-performance
work resultsinimproved service for customers and other
stakeholders. Approachesto high-performance work vary in form,
function, and incentive systems. High-performance work
frequently includes cooperation between management and the
workforce, which may involve workforce bargaining units;
cooperation among work units, often involving teams; self directed
responsi bility/empl oyee empowerment; employeeinput to
planning; individual and organizational skill building and learning;
learning from other organizations; flexibility injob design and work
assignments, aflattened organizationa structure, where decision
making is decentralized and decisions are made closest to the “front
ling’; and effective use of performance measures, including
comparisons. Many high-performance work systems use monetary
and nonmonetary incentives based upon factors such as
organizational performance, team and/or individual contributions,
and skill building. Also, high-performance work processes usualy
seek to align the organization’s structure, work, jobs, employee
development, and incentives.

How

Theterm “how” refersto the processes that an organization usesto
accomplish its mission requirements. In responding to “how”
questionsin the Process Item requirements, process descriptions
should include information such as approach (methods and

measures), deployment, learning, and integration factors.
Innovation

Theterm “innovation” refersto making meaningful changeto
improve products, services, and/or processes and to create new
valuefor stakeholders. Innovation involvesthe adoption of anidea,
process, technology, or product that is either new or new to its
proposed application.

Successful organizationa innovation isamulti step processthat
involves devel opment and knowledge sharing, adecision to
implement, implementation, evaluation, and learning. Although
innovation is often associated with technological innovation, itis
applicableto all key organizational processesthat would benefit
from change, whether through breakthrough improvement or
change in approach or outputs. It could include fundamental
changesin organizational structureto more effectively accomplish
the organi zation’swork.



Integration

Theterm “integration” refersto the harmonization of plans,
processes, information, resource decisions, actions, results, and
analysisto support key organization-wide goals. Effective
integration goes beyond alignment and is achieved when the
individual components of a performance management system
operate as afully interconnected unit. See dso the definition of
“aignment”.

Integration isone of the dimensions considered in evaluating
Process Items. For further description, see the Scoring System.

Key

Theterm “key” refersto the major or most important elements or
factors, those that are critical to achieving your intended outcome.
The Army Performance Improvement Criteria, for example, refer to
key challenges, key plans, key processes, key measures—those that
are most important to the organization’s success. They arethe
essential elementsfor pursuing or monitoring adesired outcome.

Knowledge Assets

Theterm “knowledge assets’ refersto the accumulated intell ectual
resources of your organization. It isthe knowledge possessed by
your organization and its employee'sin theform of information,
idess, learning, understanding, memory, insights, cognitive and
technical skills, and capabilities. Employees, software, patents,
databases, documents, guides, policies and procedures, and
technical drawings are repositories of an organization’s knowledge
assets. Knowledge assets are held not only by an organization but
residewithin its customers, suppliers, and partnersaswell.

Knowledge assets are the “know how” that your organization has
availableto use, to invest, and to grow. Building and managing its
knowledge assets are key components for your organization to
create value for its stakeholders and to hel p sustain competitive
advantage.

Leadership System

Theterm “leadership system” refersto how leadership isexercised,
formally and informally, throughout the organi zation—the basisfor
and the way key decisions are made, communi cated, and carried
out. Itincludes structures and mechanismsfor decision-making;
selection and development of leaders and managers; and
reinforcement of values, directions, and performance expectations.

An effective leadership system respects the capabilities and
requirements of employees and other stakeholders, and it setshigh
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expectations for performance and performance improvement. It
buildsloyalties and teamwork based on the organization’s values
and the pursuit of shared goals. It encourages and supports
initiative and appropriate risk taking, subordinates organization
structure to purpose and function, and avoids chains of command
that require long decision paths. An effective leadership system
includes mechanismsfor the leadersto conduct self-examination,
receive feedback, and improve.

Learning

Theterm “learning” refersto new knowledge or skills acquired
through eva uation, study, experience, and innovation. The
Baldrige Criteriainclude two distinct kinds of learning:
organizationa and personal. Organizational learning isachieved
through research and devel opment, eval uation and improvement
cycles, employee and customer ideas and input, best practice
sharing, and benchmarking. Personal learning isachieved through
education, training, and developmental opportunitiesthat further
individual growth.

To be effective, learning should be embedded in the way an
organization operates. Learning contributesto acompetitive
advantage for the organization and its employees.

Learning isone of the dimensions considered in evaluating Process
Items. For further description, seethe Scoring System.

Levels

Theterm “levels’ refersto numerical information that places or
positions an organization’s results and performance on a
meaningful measurement scale. Performance levels permit
evaluation relative to past performance, projections, goals, and
appropriate comparisons.

Measures and Indicators

Theterm “measuresand indicators’ refersto numerical information
that quantifiesinput, output, and performance dimensions of
processes, products, services, and the overall organization
(outcomes). Measures and indicators might be simple (derived
from one measurement) or composite.

The Criteria do not make a distinction between measures and
indicators. Some users of these terms prefer the term indicator (1)
when the measurement relates to performance but is not adirect
measure of such performance (e.g., the number of complaintsisan
indicator of dissatisfaction but not adirect measure of it) and (2)
when the measurement isa predictor (“leading indicator”) of some
more significant performance (e.g., increased customer satisfaction
might be aleading indicator of market share gain).
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Mission

Theterm “mission” refersto the overal function of an organization.
The mission answersthe question, “What isthis organization
attempting to accomplish?’ The mission might define customers or
markets served, distinctive competencies, or technologies used.

Multiple Requirements

Theterm “multiple requirements’ refersto theindividua questions
Criteriausers need to answer within each Areato Address. These
guestions constitute the detail s of an Item’s requirements. They are
presented in black text under each Item’sArea(s) to Address.

Overall Requirements

Theterm “overal requirements’ refersto the topics Criteria users
need to address when responding to the central theme of an Item.
Overal requirements address the most significant features of the
Item requirements. Inthe Criteria, the overdl requirements of each
Item are presented in one or more introductory sentences printed in
bold.

Partners

Theterm “partners’ refersto those key organizationsor individuals
who areworking in concert with your organization to achievea
common goal or to improve performance. Typically, partnerships
areformal arrangements for a specific aim or purpose, such asto
achieve a strategic objective or to deliver a specific product or
service. Formal partnerships are usually for an extended period of
time and involve a clear understanding of theindividual and mutual
roles and benefitsfor the partners.

Performance

Theterm “performance’ refersto output results and their outcomes
obtained from processes, products, and servicesthat permit
evaluation and comparison relative to goals, standards, past results,
and other organizations. Performance might be expressed in
nonfinancial and financial terms.

APIC addressesfour types of performance: (1) customer-focused,
(2) product and service, (3) financial and marketplace, and (4)
operational.” Customer-focused performance’ refersto
performance rel ative to measures and indicators of customers
perceptions, reactions, and behaviors. Examplesinclude customer
retention, complaints, and customer survey results.

“Product and service performance” refersto performance relative
to measures and indicators of product and service characteristics

APIC »

important to customers. Examplesinclude product reliability, on-
time delivery, customer-experienced defect levels, and service
responsetime.

“Financia and marketplace performance” refersto performance
relative to measures of cogt, revenue, and market position,
including asset utilization, asset growth, and market share.
Examplesinclude returns on investments, value added per
employee, debt to equity ratio, returns on assets, operating margins,
cash-to-cash cycletime, other profitability and liquidity measures,
and market gains.

“Operational performance’ refersto human resource,
organizationa, and ethical performance relative to effectiveness,
efficiency, and accountability measuresand indicators. Examples
include cycletime, productivity, waste reduction, employee
turnover, employee cross-training rates, regulatory compliance,
fiscal accountability, and community involvement. Operational
performance might be measured at the work unit level, key process
level, and organizational level.

Performance Excellence

Theterm “performance excellence” refersto an integrated
approach to organizational performance management that resultsin
(2) ddlivery of ever-improving value to customers, contributing to
marketplace success; (2) improvement of overall organizational
effectiveness and capabilities; and (3) organizationa and personal
learning. The Army Performance Improvement Criteriafor
Performance Excellence provide aframework and an assessment
tool for understanding organizationa strengths and opportunities
for improvement and thusfor guiding planning efforts.

Performance Projections

Theterm “performance projections’ refersto estimates of future
performance. Projections may be inferred from past performance,
may be based on competitors' performance that must be met or
exceeded, may be predicted based on changesin adynamic
marketplace, or may be goalsfor future performance. Projections
integrate estimates of your organization’srate of improvement and
change, and they may be used to indicate where breakthrough
improvement or change is needed. Thus, performance projections
serve as akey management-planning tool.

Process

Theterm “process’ refersto linked activities with the purpose of
producing a product or service for a customer(user) within or
outside the organization. Generally, processesinvolve
combinations of people, machines, tools, techniques, and materials
in adefined series of stepsor actions. |n some situations, processes



might require adherence to a specific sequence of steps, with
documentation (sometimesformal) of procedures and requirements,
including well-defined measurement and control steps.

In many service situations, particularly when customers aredirectly
involved in the service, processis used in amore generd way, i.e.,
to spell out what must be done, possibly including apreferred or
expected sequence. If asequenceiscritica, the service needsto
include information to help customers understand and follow the
sequence. Service processes involving customers also require
guidance to the providers of those services on handling
contingenciesrelated to customers’ likely or possible actions or
behaviors.

In knowledge work such as strategic planning, research,
development, and analysis, process does not necessarily imply
forma sequences of steps. Rather, processimplies generd
understandings regarding competent performance such astiming,
optionsto be included, evaluation, and reporting. Sequences might
arise as part of these understandings.

In the Criteria Scoring System, process achievement level is
assessed. Thisachievement level isbased on four factorsthat can
be evaluated for each of an organization's key processes: Approach,
Deployment, Learning, and Integration. For further description, see
the Scoring System.

Productivity

Theterm “productivity” refersto measures of the efficiency of
resource use.

Although the term often is applied to single factors such as staffing
(labor productivity), machines, materials, energy, and capital, the
productivity concept applies aswell to thetotal resourcesused in
producing outputs. The use of an aggregate measure of overall
productivity allows adetermination of whether the net effect of
overdl changesin a process—possibly involving resource
tradeoffs—isbeneficial.

Purpose

Theterm “purpose” refersto the fundamental reason that an
organization exists. The primary role of purposeistoinspirean
organization and guide it’s setting of values. Purposeisgenerally
broad and enduring. Two organizations indifferent businesses could
have similar purposes, and two organizationsin the same business
could have different purposes.

Results

Theterm “results’ refersto outputs and outcomes achieved by an
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organi zation in addressing the requirements of an Army
Performance Improvement Criterialtem. Resultsare evaluated on
the basis of current performance; performancerelativeto
appropriate comparisons; the rate, breadth, and importance of
performance improvements; and the relationship of results
measures to key organizational performance requirements. For
further description, seethe Scoring System.

Segment

Theterm “segment” refersto apart of an organization’s overall
customer, market, product line or employee base. Segments
typically have common characteristicsthat can belogicaly
grouped. In Results Items, the term refersto disaggregating results
datain away that allowsfor meaningful analysis of an
organization's performance. Itisup to each organization to
determine the specific factorsthat it usesto segment its customers,
markets, products, and employees.

Understanding segmentsiscritical to identifying the distinct needs
and expectations of different customer, market, and employee
groups and to tailoring products, services, and programsto meet
their needs and expectations. Asan example, market segmentation
might be based on geography, distribution channels, business
volume, or technologies employed. Employee segmentation might
be based on geography, skills, needs, work assignments, or job
classfication.

Senior Leaders

Theterm “senior leaders’ refersto an organization’s senior
management group or team. In many organizations, this consists of
the head of the organization and his or her direct reports.

Stakeholders

Theterm “stakeholders’ refersto al groupsthat are or might be
affected by an organization’s actions and success. Examples of key
stakehol dersinclude customers, employees, partners, governing
boards, stockholders, and local/professional communities.

Strategic Challenges

Theterm “strategic challenges’ refersto those pressuresthat exert a
decisiveinfluence on an organization'slikelihood of future success.
These challenges frequently are driven by an organi zation’sfuture
competitive position relative to other providers of similar products
or services. While not exclusively so, strategic challenges generally
areexternaly driven. However, in responding to externally driven
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strategic challenges, an organization may faceinterna strategic
challenges. External strategic challenges may relate to customer or
market needs or expectations; product, service, or technological
changes; or financial, societal, and other risks. Interna strategic
challenges may relate to an organization’s capabilities or its human
and other resources. Seethe definition of “ strategic objectives’ that
immediately followsfor the relationship between strategic
challenges and the strategic objectives an organization articulates to
addresskey challenges.

Strategic Objectives

Theterm “strategic objectives’ refersto an organization’'s
articulated aims or responses to address major change or
improvement, competitivenessissues, and/or business advantages.
Strategic objectives generdly are focused externally and relate to
significant customer, market, product, service, or technological
opportunities and challenges (strategic challenges). Broadly stated,
they arewhat an organization must achieveto remain or become
competitive. Strategic objectives st an organization'slonger-term
directionsand guide resource dlocations and redistributions.

Sustainability

Theterm“ sugtainabiility” refersto your organization's ability to address
current business needs and to have the agility to prepare succesfully for
your future businessand market environment. Both externa and
internal factors need to be consdered. The specific combination of
factorsmight includeindustry-wide and organi zation-specific
components. Sugtainability aso hasacomponent rlated to
preparednessfor red-time or short-term emergencies.

Systematic

Theterm“systematic” refersto goproachesthat are repeatable and use
dataand information so learningispossible. In other words, gpproaches
aresysematicif they buildinthe opportunity for evauation,
improvement, and sharing, thereby permitting againin maturity.

Trends

Theterm“trends’ refersto numericd information that showsthe
direction and rate of changefor an organization’'sresults. Trends
provide atime sequence of organizationd performance. A minimum of
three data points generaly isneeded to beginto ascertain atrend. The
time period for atrend is determined by the cycletime of the process
being measured. Shorter cycletimesdemand more frequent
measurement, whilelonger cydetimesmight requirelonger periods
before meaningful trends can be determined.

Examplesof trends cdled for by the Criteriainclude datarelated to
customer and empl oyee st sfaction and dissati faction results, product
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and service performance, financid performance, marketplace
performance, and operationd performance, such ascydetimeand
productivity.

Value

Theterm“value’ refersto the perceived worth of aproduct, service,
process, ass&t, or function relaiveto cost and to possble dternaives.
Organizationsfrequently usevaue consderationsto determinethe
benefits of various optionsrdative to their costs, such asthe vaue of
various product and service combinationsto customers. Organizations
need to understand what different stakeholder group’sva ue and then
ddiver vaueto each group. Thisfrequently requiresbaancing vaue
for customers and other stakeholders, such as stockholders, employess,
and thecommunity.

Value Creation

Theterm“value cregtion” refersto processesthat produce benefit for
your cusomersand for your business. They arethe processesmost
important to “ running your business’—thosethat involvethe mgority
of your employeesand generate your products, your services, and
positive businessresultsfor your stockholdersand other key
stakeholders.

Values

Theterm“vaues’ refersto the guiding principles and/or behaviorsthat
embody how your organization and its people are expected to operate.
Vauesreflect and reinforce the desired culture of the organization.

Ve ues support and guide the decision making of every employee,
helping the organi zation to accomplish itsmission and ettainitsvisonin
an gppropriate manne.

Vision

Theterm“vision” refersto the desired future sate of your organization.
Thevision describeswhere the organization is headed, whet it intendsto
be, or how it wishesto be perceived in the future.

Work Systems

Theterm“work systems’ refersto how your employeesare organized
into forma or informal unitsto accomplish your mission and your
drategic objectives, how job respongbilities are managed; and your
processesfor compensation, empl oyee performance management,
recognition, communication, hiring, and successon planning.
Organizationsdesignwork sysemsto dign their componentsto enable
and encourage all employeesto contribute effectively and to the
best of their ability.
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- Appendix A - Cliffnotes for Leaders

1.0 Leadership

1.1 Senior Leadership

Describe how senior leaders guide and sustain the organization in
an organizational governance system. Focus on:

e  Setting, communicating and deploying vision, values,
directions, and expectations to all employees, key
suppliers and partners, and customers;

e The creation of an environment that fosters ethical
behavior and is conducive to empowerment, innovation,
and organizational agility as well as organizational and
employee learning and succession planning;

e  Empowering and motivating employeesutilizing rewards
and recognition that reinforces customer and
organizational businessfocus.

1.2 Governance and Social Responsibility

Describe the organizational governance system and how the
organization’s systems proactively address public responsibilities.
Focus on:

e  Accountability for leadership’s actions;

e  Societal impacts and risks;

e Legal and regulatory requirements;

e  Ethical behavior; and
e  Support to communities.

2.0 Strategic Planning
2.1 Strategy Development

Describe the organization’s strategy devel opment processand the
resulting strategic objectives. Focuson;

e Addressing strategic challenges;
e  Stepsof the process and participant involvement;
e Definition of short and long-term planning horizons;

e How Key Customer needs, competitive environment and
innovations, organi zation strengths and weaknesses, social
responsibilitiesand risksoutlined in 1.2, and other factors
figure into the process;

e Strengths, weaknesses, opportunities, and threats; and

e Timetablefor achieving objectives.

2.2 Strategy Deployment

Describe how strategic objectives are converted into action plans
and key performance measures and deployed throughout the
organization. Focus on:

e  Stepstaken to create and deploy action plansto achieve
the strategic objectives outlined in 2.1;

e Action plansthat include short and long-term timetabl es;

e  Resulting human resource requirement plansthat address
action plans and strategic objectives;

e Detailsof any performance projectionsfor short and long-
term planning horizons; and

e Comparative and benchmark information relating to
performance measures.

3.0 Customer and Market Focus
3.1 Customer and Market Knowledge

Describe how the organization determines requirements and
expectations of its customers, potential customers (including
customers of competitors), and former customers to ensure
relevance of products and services. Focus on:

e Any/al methods used to communicate (interact, listen,
and learn) with each customer segment identified in the
Profile;

e Methods used to determine customer loyalty and
retention;

e  System used toincorporate customer communication into
product and service planning, processimprovements, and
business devel opment; and

e  System used to keep communication methods current.
3.2 Customer Relationships and Satisfaction

Describe how the organization builds, maintains, and analyzes
customer relationships. Include all facets of the organization’s
customer interactions. Focus on:

e  System used to target and acquire customers,

e Customer loyalty and referrals;

e  Satisfaction and dissatisfaction systems and processes;
e Complaint management system;
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e  Description of how analysisof satisfaction/dissatisfaction
istranslated into action plansand processimprovements;
and

e How customer relationship management is kept current
with changing organizational needs and changing
customer needs.

4.0 Measurement, Analysis, and
Knowledge Management

4.1 Measurement, Analysis and Review of
Organizational Performance

Describe how the organization measures, analyzes, aligns, reviews
and improvesits performance at all levelsand in all parts. Focus
on:

e Thesystemused to select, collect, align and integrate data
and information for day to day useand for tracking overall
organizational performance;

e  Selection and use of comparative and benchmarking data
and information;

e Analysis process that senior leaders use to assess
organizational performance; and

e Communication system used to disseminate analysis
information to all levels of the organization to support
decision making.

4.2 Information and Knowledge Management

Describe the system used to ensure the quality, availability, and
integrity of the data and information needed by employees,
suppliers and partners, and customers. Describe how the
organi zation builds and manages knowledge assets. Focuson:

¢ How needed data and information is made available and
accessible by employees, suppliers and partners, and
customers;

e How hardware and software is kept current, reliable,
secure and friendly; and

e How organizational knowledge is managed to collect,
transfer, and share knowledge to employees, suppliers
and partners, and customers.

5.0 Human Resource Focus

5.1 Work Systems

APIC

Describe how the organi zation’swork, jobs, compensation, career
progression and workforce practices enable achievement of
employee high performance. Focus on:

e How cooperation, empowerment and innovation are part
of the organizational culture;

e How thework systems capitalize on the diverse make-up
of the workforce and its communities;

e The communication system used to share information
across the organization and at each level;

e  Describing the performance management system(s) used
for each segment of the workforce;

e Theorganization’shiring and career progression process;
and

e Succession planning for leadership and management
positions.

5.2 Employee Learning and Motivation

Describe the organization’s education, training, and career
development systems and how they arelinked to the organization’s
objectives and strategic goals and contribute to high performance
and build employees knowledge, skills and capabilities. Focus
on:
e How the organization links workforce training and
education needs to achievement of action plans and
associated planning horizons;

e How education and training are managed to ensure
effectiveness of training and how what is taught is
reinforced on the job; and

e How the organization motivates employees to develop
and utilize their full potential.

5.3 Employee Well-Being and Satisfaction

Describe the organization’s work environment and employee
support climate that contributes to employee well-being,
satisfaction, and motivation. Focus on:

e Theorganization'sworkplace health and safety, security
and ergonomics,

e How the organization plans for emergencies and/or
disasters; and

e  How the organization determines and assesseskey factors
that affect employee well-being, satisfaction, and
motivation and how the assessments generate priorities
for improvements.



6.0 Process Management

6.1 Value Creation Process

Describe how the organization identifies and manages its key
processes for creating customer value and achieving business
success and growth. Focus on:

e Theprocessfor determining key value creation and how
thesearetrand ated into process requirementsthat measure
value for customers and stakeholders;

e What arethe performance measures or indicators used to
improve the value creation process and how are
improvements made; and

e How these processes are kept current with changing
business and customer needs.

6.2 Support Processes and Operational
Planning

Describe how the organi zation managesits key support processes
that support the value creation process outlined in 6.1 as well as
the organization’s financial management and continuity of
operations, in an emergency. Focuson:

e Describing the determination of the key support processes
for supporting its value creation;

e Describethe key support process requirements detailing
how customer, supplier and partner input isincorporated
into the process; and

e Describe performance measures and indicators used for
control and improvement of support processes and how
improvements are made.

e Describe how the organization ensures availability of
adequate resources as well as how does the organization
ensures continuity of operations in the event of an
emergency.

7.0 Business Results

7.1 Product and Service Outcomes

Summarize and depict the organization’s key product and service
performance results ssgmented by products and servicetypesand
groups, customer grups, and market segments. Results should
include current levels, trends, and comparative data with
competitors and/or benchmarks.

7.2 Customer-Focused Results
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Summarize and depict the organization’s customer-focused
performance results, including customer satisfaction and perceived
value. Segment resultsby product and service types and groups,
customer groups, and market segments. Results should include
current levels, trends, and comparative datawith competitors and/
or benchmarks.

7.3 Financial and Market Results

Summarize and depict the organization's key financial and
marketplace performance results, by market segment. Results
should include current levels, trends, comparative data with
competitors and/or benchmarks.

7.4 Human Resource Results

Summarize and depict the organization’s key human resource
resultsincluding work systems, training and education, well-being,
and satisfaction. Results should be segmented to address the
diversity of the organization’s workforce and different types and
categories of employees. Results should include current levels,
trends, and comparative data with competitors and/or benchmarks.

7.5 Organizational Effectiveness Results

Summarize and depict the organization’s key operational
performance that contributes to organizational effectiveness.
Segment results by product groups and market segments. Results
should include current levels, trends, and comparative data with
competitors and/or benchmarks.

7.6 Leadership and Social Responsibility
Results

Summarize and depict the organization’s key governance, senior
leadership, and societal responsibility results including evidence
of fiscal accountability, ethical behavior, legal and regulatory
compliance and organizational citizenship. Results shouldinclude
current levels, trends, and comparative datawith competitors and/
or benchmarks.
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. Appendix B - APIC Assessment Toolkit

Whilethe APIC is athorough and rigorous assessment tool,
there are organizations that are in the early stages of self-
assessment. For those particular organizations and for any
others that may be struggling to get started, thisannex is
designed to give you some tools to use to begin the process.

Unlike atraditional compliance audit, the assessment processis
designed to engage people in a positive fashion, help build
support for change, and reveal high-leverage opportunities for
improvement thereby directly contributing to the goals of the
organization.

Each assessment has steps or phases whereby an improvement
cycle can be created. The most effective assessment
methodology isto continue to repeat the cycle regularly, in
whatever cycle best suits your organization’s needs, but at a
minimum annually. With each iteration of the assessment cycle,
there will be new-found evidence of organization effectiveness
and efficiency aswell as how it isachieving its goals and
supporting its customers.

Assessments phases can be categorized in these
steps:

I. Plan

e Engage your senior leadersto:

* insure understanding and buy-in

* have agreement on goals and direction (mission and
vision) of the organization

¢ communicate goals and direction to organization

®  Organize an assessment team which includes providing
training

2. Do

e  Gather datathrough interviews and key source
documents

e Perform an analysis of the data which will provide
indicators of goal achievement aswell as
improvements or declinesin performance for key areas
focused on organization goals and directions

e Prepare and present assessment report to senior leaders

3. Study

e Review report

e Development action plansto address performance
shortfalls

e L ocate comparative data and benchmarks (who else
does this and what are their performance levels?)

4, Act

e Implement action plans

e Link performance plans with performance goals and
achievements

e Providetraining to workforce on new or revised
processes

The diagram below depicts the continual process
of organizational assessment

ACT
Integrate |essons |earned
from study. Reformulate
theory, adjust methods,
and identify what learning

PLAN
Identify purpose & goas

and formulate theory.

Define measurements of success
and plan activities.

STUDY DO
Monitor outcomes while
testing theories. Study

results for progress, success
and/or unexpected outcomes.
Perform analysisto new lessons
learned and new problems.

Execution of plan, introduction of
interventions and application of
knowledge to achieve goals.

The Plan, Do, Study, Act system is also re-emphasized in The
Army’s Field Manual FM7-0, titled Training the Force. In
Chapter 6, Assessments, the FM discusses organi zational
assessments by commanders. While the model depicted in the
FM shows a Develop Mission Essential Task List (METL),
Plan, Execute, and Assess model, the steps and associated tasks
arethe same. The differences are merely syntax. FM7-0 states
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that battalion and higher echelon commanders must be
concerned with broader concepts. Accordingly, they perform
organizational assessmentsthat aggregate alarge number of
evaluations. These commanders establish an organi zational
assessment program that—

e Fixesresponsibility within the staff and subordinate
units for gathering and analyzing evaluation data and
preparing recommendations;

e  Concentrates on the effectiveness of |leader and
organization training;

o Utilizesthe CSM and other senior NCOs to gather
feedback on theindividual, crew, and team training;
and

e Allowsthe senior commander to monitor outcomes and
take action to reshape priorities, policies, or plansto
overcome assessed weaknesses and sustain
demonstrated strengths.

Asyou work your way through each assessment cycle, you'll
have more opportunitiesto dig alittle deeper into your

organi zation, resulting in a more thorough assessment each time.

In Section A of thisAnnex, there are some assessment templ ates
that you can use as a start point. These have been created for
most type unitsin The Army. There are examples for Combat
Arms, Combat Support, Combat Service Support, and Garrison
Units.

In addition, there are other assessment tools found in Section B
of thisAnnex. Thesetools can be used either in conjunction
with the templates or by themselves.

A

Section A

A Beginners Kit

In this section are assessment tools that can aid an organization
inits earliest stages of self-assessment, akind of beginnersKkit.
The diagrams or matrices provide atemplate for certain type of
organizations to focus on their specific tasks. Included on the
templates are some exampl es to assist you when performing
your own assessment. These matrices are a product of the
Strategic Management and Innovations Division of the Office of
the Vice Director of the Army Staff. Any questions or comments
about these templates should be forwarded to the address on the
back cover of this booklet.

The following pages contain a matrix each for Combat Arms,
Combat Support, Combat Service Support, and Garrison units.
Included on each are examples of the type of targeted
information to focus on for this beginner’s assessment. By
applying your own organization's makeup to the appropriate
template, astory beginsto form about your unit or organization
and what it's all about. From identification of customersto
comparisons that a unit might make in order to find best in class
or benchmarks for performance improvement; these are all
critical areasthat will form atemplate of your organization for
more in-depth assessmentsin the future.

Independant
Assessment

Self T

Assessment

Initial

Assessment

+

Initial Assessment isthe
Macro-Level Focus

Initial Assessment (Assisted): Matrix Driven
Self-Assessment: Criteria Driven
Independent Assessment (External): Item/Criteria Driven
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More In-Depth Assessments

Within The Army, there are a couple of institutions that offer
APIC-focused courses. They arethe Army Logistics
Management College (ALMC) at Fort Lee, VA and the Laverne
E. Weber Army National Guard Professional Education Center
(PEC) at Little Rock, AR. You can locate more information
about their training programs at their websites. TheALMC
web addressis. http://www.almc.army.mil. The PEC web
addressis: http://pub.ngpec.org.

Within the PEC Program of Instruction (POI) for the Army
Performance |mprovement Criteriaand Organizational
Assessment course, are templates designed for organizationsto
use in the next step of an organizational assessment. These
templates contain many more elements of information and data
than the matricesin Section A, but can be used as atool to get a
further detailed assessment. Although not included in this
booklet, they are available online at the L eading Change website
at _http://www.hgda.army.mil/l eadingchange/Quality/tagstrat.htm
Once on this page go to the bottom and look for link to Adobe
Acrobat file.

Further, the National Institute of Standards and Technology
(NIST), of the Department of Commerce, has another effective
assessment tool that can be used for organizationsin a phase 2
or 3 assessment. This assessment tool can be found on their
website at http://www.quality.nist.gov/Getting_Started.htm.
Additionally, they offer an “answer the questions” type of Step 1
available on-line that can lead to Action Planning for your
organization. This e-Baldrige Organizational Profile can be
found at http://www.quality.nist.gov/eBaldrige/Step_One.htm.
For most Army organizations, recommend clicking on the
Business link rather than the Education or Healthcare link found
under the E-Baldrige Organizational Profiletitle.

If your organization is still having some difficulty getting
started, please contact our office. We may be able to make
arrangements to take atrip to your organization to facilitate you
through an assessment to help get you going.

To assist you in finding comparative information and
benchmarking, thereisagreat service availableto all Army
organizations, free of charge. ThisserviceisknownasThe
Benchmarking Exchange (TBE). Headquarters, Army has
purchased an Army site license for this service, Army-wide.
While not a panaceafor al organizations, it is certainly a place
to find helpful information from counterpartsin other
government agencies aswell as private industry, worldwide.
Signing up asan Army user will enable you to send and receive
gueriesto other subscribers about particul ar business processes
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aswell as participatein surveys. It also serves as an enabler for
professional relationship building. To become an Army user
simply go the TBE website at http://www.benchnet.com/. From
there click on “Join Existing Site Plan”. Click on USArmy and
then fill out the user information.

The matrices on pages B4 - B7 do not yet reflect terminology
consistent with the Modular Force structure. The assessment
tools are, however, still valid regardless of whether
organizations have transformed to the Modular Force or remain
inadivision structure.

The most important thing an organization can do
is GET STARTED!

NOTES
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Continuous Improvement
Process

NO
RATIONALIZE <

RATIONALIZE

#

APIC

FORM
TEAM

v

TRAIN
TEAM

v

UNDERSTAND
MISSION &
VISION

v

IDENTIFY
STRENGTHS

STRENGTHS
SUPPORT
MISSION?

A A 4

IDENTIFY
OPPORTUNITIES
FOR
IMPROVEMENT
(OFI)

OFls
SUPPORT
MISSION?

B-8

Leadership & Organizational
commitment to initiate self-
assessment

Multifunctional Leadership Team
Organizational Knowledge

Teaming Methodology
APIC Interpretation and
Understanding

Clarify the Mission & Vision
Understand Core Competencies

Identify Key Customers and
Stakeholders

Based on APIC

Analysis by Criteria Questions
List of + and ++ per Criteria
Questions

Consider Benchmarks

Based on APIC

Analysis by Criteria Question
Consider Rationalized Strengths
List of - and - - Per Criteria
Questions

>



| RATIONALIZE |— 2

NO

Recognize Success
Continue Follow-up of Actions
Begin Process Again

BRAINSTORM
ACTION
PLANS

ACTIONS
SUPPORT
MISSION?

DEFINE
STRATEGIES

v

CREATE
ACTION
PLANS

v

IMPLEMENT
ACTION
PLANS

v

REVIEW
PROGRESS

MANAGEMENT

REVIEW OK?

CONTINUE
AND
RE-ASSESS

B-9
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‘““Manageable Few” - Low Hanging
Fruit

Actions:Verb & Noun

Not Good Intentions

To Be Sure,Ask How?

Actions by Criteria Question

(EXAMPLE METHOD)

Group Actions by Affinity

Use Post-its

Name Each Group as a Big Strategy
(Verb and Noun)

Identify Milestones

Assign Responsibilities

Agree on Timing

Establish Follow-up System
Integrate into Strategic Planning
Process

Just Do It!

Plan, Do, Check/Study,Act
Establish Timeline for Review
Check Milestones

Ensure Continuity with Mission Focus
Checking the “Big Picture”
Effectiveness of Actions

Actions Taken

Verify Effectiveness and ROI

Did We Get What We Wanted?

Is it Still Tied to the Mission & Vision?
Ensure Alignment with Organizational
Strategic Initiatives

US ARM
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- Appendix C - APIC Examples

Strategic Management and |nnovations Appendix C Contents

would like to thank the following organizations for

generously providing examples of responses to the criteria Category Pages Excerpted from
that those organizations submitted in previous

C-1-C-7 SMDBL
C-8-C-13 ARDEC
C-14-C-17 Rock Idand
C-18-C-22 Fort Stewart
C-23-C-27 SMDBL
C-28-C-31 ARDEC
C-32-C-44 ARDEC

applications:

Space & Missile Defense Battle Lab (SMDBL)
Fort Stewart and Hunter Army Airfield
U.S. Army Armament, Research Development
& Engineering Center (ARDEC)

Corps of Engineers, Rock Island District

NOoO o~ WDNPRE

Please note that these examples are provided to
demonstrate a technigue for assessment and responding to
the criteria. The examples do not represent a 100% score.

NOTES
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Leership

U. S. Army Space and Missile Defense Battle Lab

1.0 Leadership

1.1 Organizational L.eadership

1.1.a Senior Leadership Direction

1.1.a(1) Army values guide our corporate cthics.
Our senior leaders reinforce these values as part of
annual planning, during customer account visits,
through ethics training, by making them a part of
individual job performance plans, and by assessing

potential employees’ values during the selection
process.

Our senior leaders set, deploy, communicate,
review, and reinforce business directions and
performance expectations to both our government
and contractor workforce (our key suppliers)
through the methods shown in Figure 1.1-1.

Validate or Refine During Planning Sessions

Performance relative to corporate values
Individual performance and development plans
Self-assessment improvement opportunities
PPBES/POM budget requirements
Procurement strategies and contract monitoring
Command requirements and guidance

SRS Balanced Scorecard measures

Corporate governance requirements

Value Creation and Key Support Processes

Leading by personal example
Management by walking around
PPBES/POM budget execution

Action item and suspense tracking
Contract documents (supply chain mgt)
Weekly staff meetings

Internal governance evaluations
Formal and informal meetings

Deploy, Communicate, Review and Reinforce During Work Execution

Training and job performance reviews
Senior leader customer account visits
Project and program evaluations
After action reviews

Performance feedback

SMDC'’s annual awards competition

Figure 1.1-1. Setting, Deploying, Communicating, Reviewing and Reinforcing Business Directions and Performance Expectations.

Our planning process serves as the principal
method by which our short- and longer-term
strategic directions and performance expectations
are determined and acted upon by the
organization—to include our suppliers and partners.
Leading by example, management by walking
around and program reviews are the principal ways
in which we  foster effective two-way
communication. We also use SMDC’s annual
employee survey  to evaluate leadership
performance from the employees’ perspective.

Our leaders create, balance, and maintain customer
and stakeholder value expectations by directly
involving customers and stakeholders in our value-
creation processes through a relationship we refer
to as cooperative innovation, or ‘“‘co-innovation.”
The Armed Services have become increasingly
oriented towards collaborative, Joint Operations,
and our senior leaders have reoriented our focus to
generate value (innovations) identifying potential
cooperative opportunities with our customers, other
battle labs and government agencies, academia, and
commercial industry. Because co-innovation
directly involves our customers, stakeholders, and
suppliers, we are achieving high customer
satisfaction levels and trends.

1.1.a.(2) Figure 1.1-2 summarizes many of the
specific actions our senior leaders have taken to
foster empowerment, innovation, agility,

organizational and individual learning, and legal
and ethical behavior. We fully accept risks and
associated failures, as precursors to innovations.
The power to act resides at the project team or
direct customer interface level, and our leaders
expect that power to be exercised ethically and
responsibly. We use SMDC’s Baldrige-based
annual survey to validate our deployment success
in these areas.

In 2004, our Director received the Presidential
Meritorious Rank Award for fostering “an
environment that rewards creativity while staying
focused on serving the ultimate customer, the
warfighter.” This prestigious award is granted by
the President to only 4 percent of the Senior
Executives Government wide and recognizes
outstanding leadership, integrity, and commitment
to public service. The award referred to SMDBL as
the “Premier Battle Lab in the Army.” Official
recognition of this magnitude, and at this level in
the Federal Government, serves to further validate
the effectiveness of our leadership system.

1.1.b Organizational Governance

Our governance system is described in P.1.b.(1)
and Figures P.1-2 and P.1-4. Governance is
primarily the purview of organizations external to
us, most notably SMDC. Independent forms of
governance are also provided by staff officers and
senior leaders, the Army’s Audit Agency and

“U.S. Army Space And Missile Defense Battle Lab Delivering Innovations To The Warfighter”

APIC
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U. S. Army Space and Missile Defense Battle Lab

Leership

Inspector General, similar DOD entities, the
General Accounting Office (GAO), and others.

2 || 2 5| s o | E
g k] Senior Leader Enablers for the Workforce 5 s = =
I3 & (Workplace Enhancement Actions) 2 é S =
D > b= = — [=2]
Empower to organize and serve on Integrated Project Teams (IPTs) N v v N \/
- Empower with the authority to manage programs and projects v v v v v
& 3 | Hold teams and individuals accountable for the results v v v v
g .§ Support ethics and values and associated training by example \/ \
% E%S S | Provide open-forum meetings to discuss enablers, including ethics and values N N N
= Encourage use of the ethics hot line waste, fraud, and abuse issues ~ ~ ~
o Promote customer contacts and complaint management at all levels v v v v v
2 Improve the PPBES marketing process v v v v v
2 Educate our workforce on the POM process v v v v \
§ Educate MDEP/BOS staff and managers on our products and capabilities N N N
Track and monitor budget executions; educate and update our workforce v v v v v
2 Speed up information flow and promote information sharing v v v v v
= g Conduct Baldrige-based self assessments and publish the results v v v v v
2 = Encourage risk-tolerant decision-making, where failures can lead to v v N v
o = innovations
e 5 Support process simplification and improvement actions v v v v
= Encourage the design of new processes N N N N
® . Provide training and development opportunities v v
é § & % Conduct quarterly job performance and IDP review v v
£ 2 3 & | Recognize and reward high performance results N N N N N
Support professional conferences and symposia v v v v
Figure 1.1-2. SMDBL Senior Leaders Workplace Environment Enhancement Actions.
Management Accountability | Independence of Internal Audits | Stakeholder Interests
= Accountability: follows supervisory chain = Audit authority established by policy directive | = Transparency of operations
= Focus: ethical and legal conduct = Only “disinterested party” auditors selected = Clear lines of accountability
= Scope: business dealings and duty conduct = Audit activities are overt and scheduled = Full and open access to senior leaders
= Standard: no tolerance for improper conduct = Audit reports go to convening authority = Fraud, Waste, and Abuse Hot Line
= Oversight: SMDC BOD = Transparency of findings and action items = Key job performance plan focus area
Fiscal Accountability | Independence of External Audits = Fiscal and security stewardship
= Accountability: follows supervisory chain = Audit authority established by public law = Customer and employee needs met
= Focus: ethical, legal, and appropriate conduct | = Only “disinterested party” auditors selected | ® High visibility/interest areas
= Scope: financial dealings and risk controls = Audit activities are overt and scheduled = National security interests
= Standard: no fiscal stewardship shortfalls = Audit reports go to convening authority = Safety and health interests
= Oversight: SMDC Board of Directors, RM = Full and open cooperation, disclosure, and | ® Equal opportunity interests
= Focus: statements of assurance; financial, access guaranteed by our senior leaders = Travel and credit card compliance
program, and contract reviews; mandatory = Transparency of findings and action items = Independence of auditors
training; financial disclosure statements, etc. | = Visibility: SMDC BOD and higher = Unfettered access and reporting
Figure 1.1-3. Organizational Governance Factors.
These organizations help to ensure we effectively and security stewardship and our customer and
address such key aspects of our business as fiscal employee needs. Figure 1.1-3 outlines our

“U.S. Army Space And Missile Defense Battle Lab Delivering Innovations To The Warfighter”
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U. S. Army Space and Missile Defense Battle Lab

Leership

| Formal External Reviews
Financial reviews
Program/project reviews
Product reviews

Inspections and Audits

\ Formal Internal Reviews
Action planning

Project reviews

Financial status reviews
After Action Reviews

management and fiscal accountability, internal and
external audit independence, and protection of
stakeholder interests governance factors.

1.1.c. Organizational Performance Review
1.1.c.(1) As shown in Figures 1.1-4 and 1.1-5, we

. . Customer visits/surveys Compliance reviews
conduct formal and informal reviews where our - -
leaders gauge organizational success in achieving Product effectiveness SMDC BOD oversight

SRS reviews Staff/Management reviews

Informal Ad Hoc Reviews
IPT/action officer reports
Special studies
Contingency evaluations
Figure 1.1-4. Organizational Reviews.

short- and longer-term goals and objectives, and |
keep current with changing business needs. We
emphasize opportunities to “co-innovate.” We feel
this collaborative approach is essential to our future
success and works to the advantage of our
customers, our co-innovation partners and our own
organization.

Independent Reviews ‘
Evaluations and audits
Special studies

Organizational
Success

o Milestones met and exit criteria

Competitive
Performance

o Performance levels meet

Progress versus Short- and
Longer-Term Goals

Addressing Changing Needs

satisfied

 Project objectives fully achieved

e Customer feedback favorable

o Stakeholder assessments are
favorable

e Cost, schedule and technical
performance aspects satisfied

e Processes are efficient/effective

o Organization structure,
practices and processes
support customer, stakeholder
and employee needs

 Business, technological and co-
innovation opportunities
identified and captured

or surpass established
targets

o Comparative analysis is
used, when available, to
set improvement goals

o Customers evaluate our
performance as better
than others providing
similar products/services

o Stakeholders identify our
performance as better
than that of others

o Potential co-innovation
partners identified

e Progress reviewed vs. strategic
goals/objectives and action plans

o Performance analyses used to
support reviews

o Performance meets short- and
longer-term goals and targets

o If performance does not meet
goals, analyses used to support
corrective action decisions

e Trends indicate positive,
continuous improvement

o High confidence in customer
relationship and favorable referrals

e Retain and attract new business
and co-innovation partners

« Validate relevance of products and
services to future customer needs

o Improve future cost, schedule and
technical performance

o Assess priorities and competing
commitments

o Assess core capabilities versus
future business needs

o Address contingency requirements

o Evaluate potential alternative
courses of action

o Simplify and improve value creation
and support processes

o |dentify future technology, business
and co-innovation opportunities

1.1.c.(2)

Figure 1.1-5. How Senior Leaders Use Reviews.

Performance measures regularly tracked

these measures, Figure 1.1-6 highlights our recent
review

determinations where

and reviewed by our senior leaders include: dollar
amounts programmed, received and obligated;
technical performance of our improvement and
other initiatives tracked against established
strategic and action plans; customer and employee
feedback; changes in customer, employee, and
business requirements; and the broad range of SRS
BSC and other measures reflected in Categories 2
and 7. Our leaders regularly review this data and
manage by exception. Rather than listing all of

performance
additional action was directed by our leaders to
enhance performance, as well as the actions taken
to address them. These are not problem areas, but
rather areas where we want to “raise the bar” even
further. A case in point is our customer satisfaction
set of measures. Customer satisfaction levels and
trends presented in Item 7.1 show us to already be
approaching very high levels.

“U.S. Army Space And Missile Defense Battle Lab Delivering Innovations To The Warfighter”
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Appendix C

Key Performance
Measures

Recent Key Performance Finding

Actions

Customer satisfaction
Increased customer focus desired

Multi-level, multi-source feedback process desired;

Senior leaders conduct annual customer account
visits; Mail-in feedback developed

Verified requirements

Better knowledge of PPBES process desired

PPBES/POM training initiated

Funding received

Space capabilities in Army models and simulations desired

New M&S POM Line approved by HQDA,; funds
increased to support M&S efforts

Studies and analysis major

decision impact efficiency/effectiveness desired

Improved Experimentation Process Action Team (EPAT)

Consultant retained to evaluate us from a
business perspective

Validated requirements

Improved planning and analysis efforts desired

Review and update plans at least annually

Software Trouble Reports

Upgrades to data processing capabilities desired

Equipment re-use produces new capabilities

SMDBL CQA score

Better set of performance measures desired

Measures put in place and operating

Acquisition certification

Completion of all Level lll acquisition certifications desired

Quarterly Level Ill training/certification reviews

Communications/teamwork

Increased communication and teamwork desired

Knowledge management system enhanced

Figure 1.1-6. Key Performance Measures, Recent Performance Review Findings, and Actions Taken by Senior Leaders.

1.1.c.(3) Senior leaders appoint and guide PLs/IPT
leads to ensure effective performance review and
feedback. Commercial supplier activities are
addressed through contract modification/technical
direction. We negotiate changes in support
agreements to affect Government partner and
supplier actions. Figure 1.1-7 shows how our senior
leaders translate performance review and feedback
information into prioritized actions to improve our
operational and leadership systems.

—>

Implement \
& Check

Results

Senior Leaders
Or izational
Performance and
Feedback Review

A

Plan
Approved
?

Action
Required
?

Proposed
P Action
Plan

A

Refer to Form

Proper
\\ Authority IPT /

Figure 1.1-7. Translating Reviews Into Improvements.

1.1.c.(4) The SMDC BOD evaluates our senior
leaders are individually and collectively and holds
them accountable for everything our organization
does or fails to do. The SMDC BOD also evaluates
our organizational performance throughout the year
using scheduled reviews and oversight proceedings,
as well as through command inspections. These

Can
SMDBL
Influence
?

IPT
Required
?

inspections concentrate on both organizational and
individual performance across all activities,
processes, procedures, and practices. SMDC
functional staff elements also evaluate our practices
and processes periodically for compliance. Figure
1.1-8 shows how our senior leaders use
organization performance evaluation findings to
improve both their own leadership effectiveness

and our leadership system.
Execute\

Plan(s)

Organizational "
Performance Action
Evaluation by Plan(s)
External 2
Agency

Senior
Leader
Assessment

Figure 1.1-8. Evaluation-Driven Improvement Process.

Prepare

Plan(s)
Approved

Senior
Leaders
Assess
Results

Continue
Operations

Finding
Resolved

The process relies on analysis of problems detected
during the performance review and resulting action
plans. Our senior leaders evaluate and approve the
plans and oversee execution and feedback to ensure
full resolution. This enables improvements in both
the leadership system and our organization’s
operations.
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Leership

U. S. Army Space and Missile Defense Battle Lab

1.2 Social Responsibility

1.2.a Responsibilities to the Public

1.2.a.(1) Our products and services are used almost
exclusively by the military services or OGAs to
deter armed conflict, to protect the vital interests of
the United States and our allies, and to achieve
rapid, decisive victory in the event of war. By
extension, our military force’s capabilities and
readiness impact our society at large. We address
these impacts by producing innovative DOTMLPF
solutions along our product lines that meet our
customer/stakeholder war fighting needs. We
mitigate potential risks during development,
production, deployment and support of our
products and services by supervising our support
contractors; by conducting project reviews;
consulting government staff subject matter experts;
and complying with statutory and regulatory
requirements that govern our public
responsibilities. Our goals are to meet all customer
and stakeholder expectations and never breach
public confidence.

| Potential Public Concerns | |

Unsafe work environment

SMDBL Response |

Safety monitors, spot inspections, employee training

Figure 1.2-1 summarizes potential public concerns,
how we respond to those concerns and what our
goals are within each area of concern. We are
aided and advised by the SMDC functional staff
(i.e., Public Affairs Office [PAO], Legal Affairs,
Contracts Office, and by area-support activities
such as the Redstone Arsenal Army Community
Service [ACS] in Huntsville and through negotiated
support agreements for our offices in Colorado
Springs). Our Senior Leaders review community
activities participation in command-approved
events such as blood drives, the Combined Federal
Campaign (CFC), and support rendered to other
community events. From a MACOM perspective,
our efforts are overseen by the SMDC BOD. Our
operations are performed in controlled
environments or office settings; we have no
unusual risks associated with our products, service,
or operations that could have controversial societal
impacts.

Goals
No on-the-job injuries; no injuries
while in-transit on official business

Fraud, waste, and abuse

Fund status reviews during staff meetings, employee training

No adverse reports upheld

Inequitable treatment of
employees policy

Employee training program, Union consultations, open door

No adverse allegations upheld

Inadequate protection of
Government property

Security monitors, random property inventories, employee
training in property care and accountability

No discrepancies

Figure 1.2-1. SMDBL’s Response and Goals Regarding Potential Public Concerns.

1.2.a.(2) Because the nature of our business does
not inherently engender public concerns beyond
those indicated in Figure 1.2-1, we believe our
current approach is sufficient. As part our annual
APIC self-assessment, Senior Leaders evaluate the
potential for significant operating changes. If our
products, services, or business practices should
show increased risk for causing public concern,
Senior Leaders will direct and oversee preparation
of mitigation plans, coordinated with higher
headquarters, customers, stakeholders, employees,
and suppliers.

1.2.b Ethical Behavior

Our organization ensures ethical behavior in all our
transactions and interactions by first ensuring that
we do not hire or retain people who do not ascribe
to our corporate values. We ensure all our
employees and Leaders are trained in, and comply
with, ethical standards and  expectations.
Attendance at annual training sessions is mandatory
and we track it. Our Senior Leaders and SMDC
BOD work in concert to set and communicate
ethical standards and to ensure they are understood
and maintained through the methods shown below
in Figure 1.2-2.
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Key Ethics Monitoring Processes

Measures/Indicators

Compliance Processes

Internal Measures/Indicators

Governance Measures/Indicators

Mandatory annual ethics training attendance
Annual Assurance Statements submission

Annual Financial Disclosure Statements submission
Level lll Acquisition Certification Rate

Ethics violations reported and substantiated

100% attendance rate

100% on time, fully compliant statement
100% on time, fully compliant statement
100% certification of required positions
Zero substantiated violation reports

BOD meetings/conferences
Command inspections

Training assessments

Acquisition Certification compliance

Figure 1.2-2. Key Ethics Processes and Associated Measures/Indicators.

We also ensure acquisition personnel who require
it, complete Level III acquisition certification to
reinforce legal and ethical behavior. We track
employee certifications in their Individual
Development Plans (IDPs), Annual Training Plans
(ATPs) and have recently established an employee
training database to provide status to leadership.
Their progress against these plans is reviewed
during regular performance counseling, and non-
completion may reflect on performance appraisals.

Our key communities include our customers,
stakeholders, partners, employees, and suppliers
(Academia, OGA, and support contractors). We
share common interests with these communities
and selected them based on their past or current
contributions to our programs or our contributions
to theirs’. We seek to widen our constituencies by
attending professional events, referrals from current

members of our community, and, through
identifying and pursuing co-innovation
opportunities. Where possible, we establish
mutually beneficial relationships within our

communities of interest. For instance, SMDBL
needs scientists and engineers to accomplish our
mission and protect the public interest. We seek to
acquire, train and retain the best, most qualified
people possible. We began a program to influence
high school curricula and attract students to hard-
skilled engineering and science early in their school
experience and provide them a direct track to
Government service after college. SMDBL helped
establish the High School “Adventures in
Engineering” and “Engineering Teams Week”
programs in partnership with a Huntsville pre-
engineering magnet-high school. Our engineers and
scientists now work directly with aspiring students
through this program. SMDBL encourages
college/university engineering students to

participate in its engineering internships and
cooperative educational program (CO-OP). This
program envisions steering a high school student
toward government service career, maintaining that
influence through college, providing summer
training and part-time employment, and then hiring
the person upon graduation.

As a government organization, we are limited by
law and regulation as to charitable and community
involvement beyond officially-sanctioned activities.
However, we actively encourage our employees to
pursue such activities as might interest them. This
approach is informal with regard to our employee
participation to preclude undue influence or the
appearance thereof. Figure 1.2-3 identifies some of
the professional, educational, governmental, and
civic organizations we support organizationally
and/or individually.

Key

Community Organization/Activity

Space and Missile Defense Conferences
Professional Organizations - Military
Professional Organizations - Quality
Professional Organizations - Technical
Auburn University Engineering Councils
UAH M&S Certification Program

High School Pre-Engineering Programs
Army Well-being and Morale Programs
Professional Symposia and Working Groups
SMDBL Diversity Programs

Charitable Organizations

Civic Scouting programs

Other Community Activities

Figure 1.2-3. SMDBL Community Support.

Professional

Educational

Governmental
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. Appendix C - APIC Examples

2 STRATEGIC PLANNING

2.1 Strategy Development

2. 1a Strategy Development Process

2.1.a(1) Overall Strategic Planning Process. The
Army has committed itself to a massive paradigm
transformation centered around agility, leanness and
speed. This transformation in turn has challenged
ARDEC and other suppliers to transform and change
their approaches consistent with the changes of their
primary customer.

ARDEC’s own transformation from a product-centric
to a function-centric organizational entity further
incorporates this Army thrust. Success of this
structure is dependant on quality processes to knit the
organizational elements into an efficient and effective
entity. To underscore that commitment, the Army
has added the Balanced Scorecard Approach (BSC)
to its strategic planning process and is driving this
approach down through its subordinate organizations.
This includes the Army Material Command and their
Research Development and Engineering Command,
of which ARDEC is a part.

EFDEC’ Higher HQ DoD, CSA,
Irector’s *=—|  Gyidance AMC, RDECOM
Vision
I 1
Environmeental . e
Scan Customer & Internial Customer
7 Segiments

swoTr| Imernal — Strengiths & Weaknesses
External — Opportunities & Threats

BSC Performance Measures
I
| Short-, mid- & long-termn goak ftargets |

[Action Plan (Initiatives) |

Figure 2.1-1 Strategic Planning Process

Our planning process includes top-down and bottom-
up intelligence/idea flows, performance metrics
agreed across the organization, and team/individual
goal setting that aligns workforce effort with ARDEC
strategy measured by the balanced scorecard.

This comprehensive process begins with a scan and
in-depth assessment of the external environment,
including future-oriented perspectives from higher
level Commands and key customer groups, as well as
input from our own competitive intelligence

resources. This information is coupled with a multi-
participant/level internal review of ARDEC’s
Strengths, Weaknesses and capabilities. Further
discussion then synthesizes relevant Opportunities
and Threats, resulting in preliminary identification of
various Strategic Challenges (Figure O-3). These are
extensively debated and refined through additional
broad-based discussion and ultimately crafted into
ARDEC-wide Strategies. Our strategies help us then
articulate long-term goals. These then drive
subsequent enterprise-wide objective setting across
all organizational levels, ensuring resource and effort
alignment.

Key participants involved in strategy development
include tier 1 and 2 leaders (see Section 1.1a (1)).
Participant  involvement and strategic plan
construction is facilitated by a dedicated internal
planning staff armed with a deliberate Strategic
Planning Process Map. These trained facilitators
ensure an open approach to dialogue and exchange of
perspectives that appreciates and invites discipline,
innovation and creativity.

ARDEC constructs three planning horizons: a long
term view of five years, further broken down into a
three year mid-range view and a one year short term
view. In addition, several over-the-horizon lead time
initiatives are projected as required. The three
primary planning horizons are guided by the Action
Plans of our overall Strategic Planning Process.
Action plan initiatives are produced for all time
intervals.

These multiple time horizons track with ARDEC and
higher Command budget cycle planning realities and
nicely compliment the strategic intent of the
Balanced Scorecard system. Projecting multiple time
intervals allows ARDEC to more readily adapt to
government policy shifts and/or new defense
initiatives driven by a changing economic, political,
and geopolitical climate.

2.1.a(2) Key Factors. ARDEC’s strategy planning
process ensures the creation of a broad mosaic
landscape, rich with input from multiple stakeholders
both external to and within the organization.  The
process has been carefully crafted to place central
focus on specific Baldrige criteria. ARDEC’s
strategic approach also benefits from recent
consultancy assistance by Booz Allen Hamilton plus
training and consultation with the Balanced
Scorecard  Collaborative. = ARDEC’s  balanced
scorecard process is based on the nationally
renowned model developed in the 1990’s by Kaplan
and Norton. The Balanced Scorecard Collaborative
was founded and is led by Kaplan and Norton.
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# - Strategy

# - Objective

# - Measure
(Each measure has associated
Action Plan(s) w/initiatives)

# - Goal/Target/Timeframe

C1 - Rapidly Provide
Armament
Technology Solutions
to the Soldier

C1.1 - Meet all program
Requirements in C-S-P (cost,
schedule, performance)

C.1.1.1 - Program Baseline

Objectives —
. Cost
. Schedule

. Performance

Cl.1.1.1 -

Short — 5% improvement in
program requirements (C-S-P)
over baseline year.

Mid — 15% improvement in
program requirements (C-S-P)
over baseline year.

Long — 25% improvement in
program requirements (C-S-P)
over baseline year.

Acknowledged Hub of
21" Century
Armaments Core
Competencies

recognition/reputation as a
leader in armaments technology

P1 — Offset P1.1 - Leverage EUL/ATC P1.1.1 - Dollars/value P1.1.1.1 -

Operations Costs to initiatives to offset base generated Short — offset operations costs

DoD through operations costs by 7% (in FYO03 $’s) by FY05

Innovative Asset ($5M)

Management Mid — Offset by 15% (in FY03
$’s) by FY07 ($10M)

Long (Over the horizon) —

Offset by 45% (in FY03 S’s) by
FY09 ($34M)

P2 — Be the P2.3 - Enhance ARDEC’s P2.3.4 - Number of Patents P2.3.4.1 —

Internationally International Awarded per 100 S&E Short — Achieve 60% of

Employees

Identified Best in Class Patents
per 100 S&E Employees by FY05

Mid - Achieve 85% of Identified
Best in Class Patents per 100 S&E
Employees by FY07

Long - Achieve 110% of
Identified Best in Class Patents
per 100 S&E Employees
by FY09

P3 — Dominate the
Armaments Market
through Superior
Performance

P3.1 - Sustain U.S. Force
Overmatch Posture by assuring
ARDEC products set world class
standards for critical
performance requirements

P3.1.1 - Percent of ARDEC’s
major fielded products “Best
in Class” based on critical
performance parameters

P3.1.1 -

Short - 75% or better of key
products within competency area
are “Best In Class” by FYO0S

Mid -85% or better of key
products within competency area
are “Best In Class” by FY07

Long - 95% or better of key
products within competency area
are “Best In Class” by FY09

P3 - Dominate the
Armaments Market
through Superior
Performance

P3.3 - Become the “Prime
Mover” in Armament Disruptive
Technologies

P3.3.1 - Percent of ARDEC
S&T funding supporting
Disruptive Technology R&D

P.3.3.1 -
Short — 16% in FY09
Mid - 18% in FY09
Long - 20% in FY09

P3 - Dominate the
Armaments Market
through Superior
Performance

P3.4 - Increase ARDEC’s FY
share of S&T (6.2 & 6.3 Tech
Base) armament funding

P3.4.1 - ARDEC’s dollar
share of Army S&T funding
vs. competitor 1 and
competitor 2

P3.4.1.1 -

Short — 40% by FY05

Mid - 45% by FY07

Long - Achieve largest share
among three (ARDEC vs. 2
competitors) by FY09

L1 — Attract and
retain a World Class
Workforce

L1.3 - Replenish our workforce

L3.1.1 - Ratio of acceptances
to job offers

L3.1.1.1 -

Short - Ratio of acceptances to
job offers made to acceptances
increase 5% over FY04 baseline
by FYO05

Mid - Ratio increase by 15%
over FY04 baseline by FY07

Long — Ratio increase by 25%
over FY04 baseline by FY09

L1 — Attract and
retain a World Class
Workforce

L1. 4 - Provide employees with
challenging work, adequate
resources and effective
leadership

L1.4.1 - Sustain an Employee
Survey score reflective of a
high level of employee
satisfaction

L1.4.1.1 - Sustain an Employee
Survey score of 70% or better

Figure 2.1-2 Sampling of Strategies, Objectives, Measures and Targets
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These inputs assure a strong foundational baseline,
promoting a best-in-class approach to objective,
goal/target and metric/measure  development.
ARDEC’s strategic planning process addresses the
several key Baldrige factors in these ways:

a) Customer and Market Needs — A biennial SWOT
(Strengths, Weaknesses, Opportunities, Threats)
exercise factors in data from existing and likely
future customers and is coupled with customer
feedback to form a composite picture of market
requirements.  This information influences the
content of our BSC metrics and provides valuable
input to our Business Interface Office as they execute
a dual function of marketing and customer support.

b) Competitive Environment — Our biennial
environmental scan focuses on identifying our
competitors in each major area of ARDEC capability.
This data is folded into our SWOT exercise to bring
market reality to our plans. A new Competitive
Intelligence position has recently been integrated
with our existing Foreign Intelligence Office to
centralize global intelligence gathering to strengthen
focus on our competitive environment. This
intelligence group resides within ARDEC’s Strategic
Management  Office, facilitating comparative
information as input to the planning process.

c) Technology — ARDEC’s strategic planning
process recognizes and data-mines the internal
interplay between several groups charged with
continually defining where armaments/firepower
technology is heading. These include the Business
Interface Office (responsible for marketing and
customer interface), Associate Technical Director for
Technology/MANTECH (a special senior technical
role), the Armament Systems Integration Center
(charged with garnering ideas for and funding
technology research) and the Armament Engineering
Technology Center (technology research and
development). Technology trends, emerging science,
and unexpected disruptions to current science
practice are identified by these collective groups and
are incorporated into periodic plan revisions. This
process with its continuous information flow enables
ARDEC strategy to remain responsive and
contemporary.

d) Strengths and Weaknesses — We have a long
history in developing and updating SWOT analysis
in light of our constantly changing environment
driven by economic, political, and geopolitical
events. One example is the new process of creating
ARDEC’s Strategic Facilities Master Plan (see
Section 3.1a(1)). ARDEC’s leadership consciously
must focus on a holistic set of external environmental

stimuli. As acknowledged, the most recent facilities
plan has resulted in our organizational
transformation. As another example, the current set
of strategies depicted on our Strategy Map are the
direct result of codifying, prioritizing and responding
to these SWOT recognized influences.

e) Redirecting resources — Our previous
organizational structure decentralized decision-
making to the point where redirecting resources was
more locally based and therefore un-coordinated
across the enterprise. Under our new structure, a
single Portfolio Management Office establishes a
systemic process for assigning and redirecting
ARDEC resources, especially highly discretionary
assets. The process uses as its cornerstone the
Strategic Plan, Action Plans and the Marketing Plan.

f) Governance — Residing within government,
ARDEC is guided by relatively strict and specific
laws, regulations and policies regarding the ethical,
societal, financial and regulatory spheres. These are
culturally embedded in our way of doing business
and naturally assimilated into our Strategic Planning
Process.

g) Economy - Variances in economic conditions are
largely a result of geopolitical and domestic events to
which we must respond rather than create or
influence. We address this environment by assuring
that our strategies and objectives allow for
contingencies through a myriad of technological
and/or economic alternative responses. This robust
plate of options provides national and military
leaders with strategic choices.

h) Unique Factors - The Department of Defense and
Army Transformation initiatives are radically altering
the nature of ARDEC’s mission and the products and
services we provide in ways not previously seen.
Our ability to respond in time spans and physical
mass radically challenges previously accepted design
and production paradigms. “Lighter, faster, cheaper
and more potent” are no longer blue-sky wish-list
desires of our war fighter customers. Rather, they are
imperatives dictated by new asymmetric warfare
environments America now confronts. This new,
uncertain, and changing state demands flexibility.
Our leaders take higher levels of informed risk-based
decisions in allocation of resources, selection of
technical initiatives, and execution of product-
producing activities. Our revised organization
structure and newly improved Strategic Planning
Process address this challenge by optimizing
ARDEC’s human, fiscal and capital resources
through more centralized and focused channels
monitored by systematic review processes.

U.S. Army Armament, Research Development & Engineering Center (ARDEC)
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Ensure
EEXCEPTIONAL Satisfaction level
for all Customers

Dominate the Armamenis Market

nsure all
DEC Products are World Clas
to maintain U.S. Overmaich

Dev & Transition Tech
aster via M &S, Prototyping
& Process Improve ment

a "Prime Mover" in
Disruptive Tech's

Provide Challenging Works
Adeguate Resources and

Figure 2.1-3 Strategy Map

2.1.b Strategic Objectives

2.1.b(1) Objectives and Timetable. Our Balanced
Scorecard (BSC) is based on multiple perspectives as
shown in Figure 2.1-3. BSC recognizes the
interrelationships of four key perspectives:
Resources, Business Practices, Customer and
Learning and Growth. At present, our BSC has
five strategies (shown in red in Figure 2.1-3 with a
two digit designation where the first digit matches
the BSC perspective), sixteen objectives (shown with
three digits, the first two linking to the strategy) and
twenty-five measures (shown as four digits on Figure
2.1-2 where the first three link to the objective).
While all objectives are key by the nature of being
balanced, changes in our environment may cause a
change in objectives which would be reflected in the
BSC with the addition or deletion of key metrics.

A review of Figure 2.1-3 in conjunction with Figure
2.1-2 (which is a sampling of objectives and
measures) links our objectives, measures and
goals/targets/timeframes to the BSC driven by
multiple stakeholder needs. This plan addresses

both short, mid and longer term challenges through
emphasis in the various plan interval documents (1
year, 3 year, 5 year and over the horizon).

2.1.b(2) Objectives and Challenges. As mentioned
previously, our collaborative process prioritizes and
time-phases the myriad of potential tactical and
strategic initiatives open to ARDEC. In this process,
initiatives from our action plans are balanced against
available resources and strategic priority forming the
basis for project alignment and prioritization. Figure
O-3 lists current ARDEC’s challenges and maps
them to strategies and objectives on our Strategy
Map (Figure 2.1-3). The format is immensely useful
for portfolio alignment and prioritization.

In the formulation of our strategic objectives key
stakeholder needs are considered during the
environmental scan, SWOT and challenges steps.
The Strategic Plan includes short, mid and long term
targets, demonstrating a high level of plan element
integration and prioritization.
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2.2 Strategy Deployment

2.2.a Action Plan Development and Deployment
2.2a(1) Action Plans to Objectives. As noted in
Figure 2.1-1 ARDEC’s action plans and their
initiatives flow directly from the strategies,
objectives, measures and targets/goals. This process
is a dynamic series of events. Tier 3 leaders, those
frontline Competency Directors responsible for
attaining results, create detailed action plans with
initiatives for each measure/target to include dates,
costs and milestone events. Portfolio Management,
starting in FYO0S5, will use the approved action plan
initiatives to create an overall ARDEC Resource
Allocation Plan. The full collection merging and
approval of action plans is designed to resource
specific initiatives with a return-on-investment focus,
along with achieving the objectives depicted in the
BSC.

The ARDEC Resource Allocation Plan
consolidates the resources needed to achieve the
objectives and is actively used for resource
allocation. This ensures continuing alignment of
the allocation of funds, people, and facilities with
the action plans supporting the strategic goals and
objectives. Starting in FY05, ARDEC leadership
will meet three times a year for the Strategic
Workout Session to review progress and relevance
of all actions and initiatives. Efforts that appear
divergent from planned strategy or are now at
variance with newly changing external or
customer requirements are analyzed and
deviations are acted upon appropriately. Based on
this analysis, efforts may be stopped and resources
redeployed elsewhere. Short, mid and long-term
targets and their achievement are reviewed to
ensure that changes are not only sustained but
improved upon.

Strategic Plan
Strategies, Objectives, Goals & Measures)

Approved Action Plans |

Business Development Plans «—{CD Plans

Resource Allocation le+—/

l

Formal Reviews

Figure 2.2-1 Plan and Review Linkages

2.2.a(2) Action Plans. As previously noted, all
objectives are considered key with the BSC. Each
objective in our BSC has short, mid and long term
targets (see sampling in Figure 2.1-2) and an
associated action plan with initiatives. An action
plan is created for each measure by the entity
responsible for results. The restructuring of our
organization and the adoption of the Balanced
Scorecard measurement process enhances the
discipline of the ARDEC plans (see Figure 2.2-1)
that now drive our strategic resource decisions, the
products our IPTs develop and the customers to
whom we market our products.

2.2.a(3) Human Resource Plans. As a high
technology research and engineering organization,
ARDEC’s key strategic human resource goals center
on attracting and retaining a fully competent,
technically diverse workforce with contemporary
skills relevant to provide customers with the products
and services they demand. Each Competency
Director identifies the particular skill sets required in
his/her area in order to sustain robust competency.
This is critically important to ARDEC in light of a
decade long hiring freeze. This hiatus caused voids
in key skill sets due to changes in personnel
retirements, as well as a wave of changing
technologies that threatened existing workforce
knowledge and expertise. The ARDEC BSC
contains three objectives with five measures which
relate to training, hiring and employee satisfaction all
of which have action plans to drive results (see
Figure 7.4-9 Job Satisfaction).

These action plans are specifically tailored to address
the short, mid and Ilong-term needs of each
competency area. FEach Director then ensures that
his’her plan is translated into individual
developmental plans for each employee and are
appropriately funded. Both management and
employee are held accountable for successfully
executing these developmental actions. The human
resource development action plans are derived from
the ARDEC strategic plan as well as the Business
Plan.

2.2.a(4) Performance Measures. Figure 2.1-2 lists a
representative  sample of our twenty-five
performance measures. Three times a year ARDEC
leadership convenes Strategic Workout Sessions,
multi-tier gatherings designed to achieve the
following: assess progress against short, mid and
long range targets; identify best practices for
dispersal through the organization; identify areas of
low performance with the aim of diagnosing
shortfalls and offering remedies, and to continually
assess the relevance and impact of documented
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strategies, objectives, initiatives and measures for our
desired one, three, five year and over the horizon
end-state.

Additionally, our BSC metrics cover stakeholders in
the following measures: customer survey results (this
survey captures customer feedback to ARDEC as
shown in Figure 7.1-1 and customer feedback to
several of our key suppliers although it is not shown
in this figure); employee survey scores (see Figures
7.4-5 through 11 and 7.4-12 and 13); CRADAs and
SBIRs (see Figure 7.3-5).

2.2.b Performance Projections. ARDEC has
established short, mid and long range targets for
our measures that reflect the levels of progress we
expect to attain in reaching our five year end-state
goals. Our emergency competitive intelligence
function is specifically charged with mining
relevant data on Dbest-in-class performance,
especially as it pertains to our product and service
areas. Our thrice yearly workout sessions
compliment these functions by critically
reassessing our targets, especially in view of the
dynamic environment that Army Transformation
and volatile geo-political conditions have created.

Some areas of performance projections are: to
become the nation’s unquestioned leader in
armament/firepower lethality, such that by FY09
we will have surpassed our competitors’ share of
the Army’s Science and Technology funding
allocation for lethality (see Figure 7.3-6); to
radically reduce costs through streamlining our
operations by targeting a facilities/base operations
cost offset of 45%. This will be achieved partly
through our innovative extended use lease
initiative and consolidation of our real estate
footprint (see Figure 7.5-9); to surpass our best-in-
class competitor in the number of patents issued
annually by at least 10% on a per capita basis (see
Figure 7.5-8). Lastly, we aim to dominate the
armaments market by assuring that 95% of our
core products represent world class performance
for key performance parameters that directly affect
battlefield dominance (see Figures 7.2-1 through
7.2-8).  All of these goals are intended to be
achieved by the end of FY09.

U.S. Army Armament, Research Development & Engineering Center (ARDEC)
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- Appendix C - APIC Ex

3.1 Customer and Market Focus
3.1 Customer and Market Knowledge.

3.1a. (1) The District uses its Strategic Planning
Process, Project Managers, and the Outreach
Team to determine and target customers, customer
groups, and market segments. Our Customer &
Market Knowledge Process (Figure 3.1-1) has
eleven steps. Steps 1 through 5 are designed to
allow us to determine and target customers and
markets, consider competitor’s customers, and
other potential customers.

Step 1. Identify Current Products and Services.
The Executive Steering Board (ESB) through the
Strategic Planning Process (Figure 2.1-1, Review
MVR Performance Foundation) systematically
identifies our Products and Services. This
decision process is highly influenced by federal
laws and regulations which govern our services
to the nation. Current Products and Services are
identified in our Organizational Profile.

Step 2. Identify Key Customer Groups. Also,
during the “Review MVR Performance Foundation”
step of the Strategic Planning Process, the ESB
identifies the key customers for each of our
products and services. This determination is made
based on current and projected work requests or
inquiries, and federal laws and regulations that
govern our customer base. Current key customers
are identified in Figure P.1-1.

Step 3. Conduct Market Analysis (Internal and
External). The Outreach Coordinator and the
Outreach Team use a systematic process to rate
each identified customer group. The Team rates
(on a scale of 1-5) the relationship to our (Internal)
Mission and Capability; and identifies and scores
known or potential (External) Opportunities or
Barriers. The customer group then receives a
composite score.

Step 4. Identify Potential Markets. Using

the market analysis the Outreach Team has
determined to focus on underserved geographical
areas (lowa and Wisconsin); communities and

Customer & Market Knowledge Process

| 1.Identify Current Products and Services |

| 2.ldentify Key Customer Groups |

3.Conduct Market Analysis
a.Internal (Mission & Capability)
b. External (Competition & Barriers)

| 4.ldentify Potential Markets |

-

| 5.ldentify Customers and Projects |

I

| 6.Develop PMP |

-

| 7.Execute Project |

-

| 8. Collect Information and Data |

=

| 9.Evaluate and Analyze |

| 10. Provide Input to Strategic Planning Process |

| 11.Outreach Team conducts AAR |

Figure 3.1-1 Customer and Market Knowledge Process

basins with unresolved flood damage issues;
communities and basins with unmet environmental
challenges; customers and stakeholders
dependent on our navigation infrastructure;

and non-traditional customers (military). The
components of our customer account planning
include:

e Forming a “plan” (analysis & strategy) to
develop a better business relationship

e Developing a team

e Visiting the customer to determine needs and
develop business relationship

e Analyzing and capitalizing on opportunities

e Serving as the “One Door to the Corps”
to meet technical/engineering service needs

e Managing the relationship

Step 5. ldentify Customers and Projects. As each
market is identified, key customers and potential
projects are identified in each market. A Customer
Profile is developed which allows for a systematic
development and nurturing of customers. The
profile embodies placing the customer front and
center of our business, requires staying in touch

3. Customer and Market Focus - Rock Island Distirct
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with, and helping to satisfy the customer, and
identifies means to measure the progress with
each customer. Each Account Team identifies and
works the following parts of their Plan:

« Goals

e Customer Listening Strategies

e Customer Profile (Includes Key Contact List)
« Financial Analysis

- IFBP (Issues, Features, Benefits, Proofs)

e Action List

* Information Needs List

3.1a.(2). Steps 6 through 10 provide us with a
process to listen and learn from our customers,
determine requirements and expectations, and
use this information in our strategic and business
planning processes.

Step 6. Develop Project Management Plan (PMP).
At the outset of a project, a PMP is developed in
order to establish clear lines of communication for
the team and to establish responsibilities of each
member of the team. At the initial kickoff meeting
the team members, including the customer, meet to
discuss the expected outcomes of the project and
the expectations of each member of the team. As
the project moves forward, the PMP is updated to
reflect any changes in the project and/or the team.
The development and use of the PMP allows us to
listen and learn from our customers and determine
their requirements and expectations.

Step 7. Execute Project. Upon signing the project
cost share agreement, and receipt of funding, a
project commences. The project is developed in
accordance with the PMP, federal laws and Army
regulations.

Step 8. Collect Information and Data. Customer
data is collected throughout the project by the
Project Manager (PM), the study team, and the
Outreach Coordinator. Information such as
history with the Corps, current actions, and current
situation is collected in the customer profile.

At the end of each phase of a Project,
(Reconnaissance, Feasibility, Pre-construction
Engineering and Design, and Construction) the
customer is provided a satisfaction survey. The
customer is asked to evaluate nine attributes of
performance, as well as overall performance on a
scale of 1-10. This information is entered into the
District Scorecard data base and analyzed by the
Outreach Coordinator. (Figure 7.1-6)

Stakeholders are sent a stakeholder survey on
annual basis to measure their level of satisfaction.

Appendix C

The survey tracking data base is updated with
information on the customer, when the survey was
sent and when it was returned.

Step 9. Evaluate and Analyze. Project Manager
feedback from customer interactions are reviewed
monthly at the Project Review Board (PRB) and
with senior leadership as needed.

The Outreach Coordinator enters the survey
data into the District Scorecard data base and
creates both a control chart to monitor monthly
performance and an Importance/Performance
chart to identify key attributes needing attention.
All employees have access to this information.

Survey data is analyzed to discover the customers’
key requirements, determine trends in customer
satisfaction levels, and identify any significant
problem projects. Results data can be segmented
and analyzed by overall satisfaction, individual
projects, by project phase, or by individual
attribute.

As surveys are received and analyzed the results
are used in several ways. Project results are sent
to Project Managers. Overall results are presented
to the Executive Steering Board. If a survey is
received with exceptionally low scores or negative
comments, or if the customer requests follow up,
they are contacted by the Outreach Coordinator or
the PM to better determine what the issues are and
how they can be addressed.

Step 10. Provide Input to Strategic Planning
Process. In March of each year (or more often if
necessary) the Outreach Coordinator updates and
presents customer survey results to the Executive
Steering Board. (See Figure 2.1-2) The key
attributes from the customer surveys are entered
into the Strategic Inputs chart (see Figure 2.1-3) for
consideration and analysis during the identification
of strategic goals.

3.1a. (3) Step 11 of the Customer and Market
Knowledge Process requires the Outreach Team
to host an After Action Review (AAR). The After
Action Review questions are defined in 1.1a(2).
The results of the AAR allow the Outreach Team to
keep their listening and learning methods current
with business needs and directions.

3.2a. Customer Relationship Building
3.2a. (1) The Outreach team has identified three

types of customers: Point, Liner and Area. Each
type of customer requires different types and levels

3. Customer and Market Focus - Rock Island Distirct
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of relationship building and management. Each
customer is categorized in order that the Outreach
team can build a profile and determine what type of
relationship to build with them.

Point customers are defined as customers who
have a single project and may or may not have
worked with the Corps of Engineers. They are also
customers who have political influence. In order
to meet the needs of these customers they are
contacted on a regular basis by senior leadership
and Project Managers (PM).

Linear customers are defined as customers who
work with us on a variety of projects. They want
to learn our processes. This type of customer
requires management on several levels. Senior
leadership of the District meets on a regular
basis with senior management of the customer’s
organization. PMs and Study Managers
communicate with their counterparts on a daily
basis to keep them informed of project status and
day to day work. Linear customers offer us the
best opportunity for repeat work.

Area customers are those customers who like
how the Corps of Engineers works and provide
us with a good opportunity for repeat work. These
customers work with District personnel on a day
to day basis. These customers have direct lines
of communication to District personnel in order to
solve any issues they might have.

3.2a. (2) The District’'s key access mechanisms for
customers to contact us is through Project Managers
and District staff. Personal contact via visits, phone
conversations, and Email, has always been the
primary method of providing our customers with
information and access to the organization.

The District has also developed a web site that
allows customers to review our authorities and
determine who to contact. Each authority has a
contact person name, email and telephone number.
There is also a number and email address for

the Outreach Coordinator who will then direct the
customer to the appropriate manager.

Each customer is provided a Point of Contact
(POC). An example would be when we are working
with the lllinois Department of Natural Resources.
The District Commander will interact with the
Director of the agency and the Project Manager will
interact with field staff.

We also provide a system whereby recreation
customers can contact and gain information about
the Corps and its public facilities. Park rangers

provide education programs and meet with many
customers directly during the course of their duties.
We also have a speaker’s bureau that provides
experts on various subjects to the public.

Our planning formulators have a public
involvement program that educates our customers
on the progress of our studies through newsletters,
public meetings, forums, District web site, and
other interactive methods. Additionally, our
outreach program interfaces with the community
and receives issues from community members.

Customer contact requirements are uniquely
determined for each customer during the
development of their Project Management Plan
(PMP). The PMP is provided to all team members.

3.2a. (3) The majority of our customer complaints
come to us via a letter from a congressional
representative. All “congressionals” when
received are assigned to the most appropriate
person or persons for a response and entered
into a suspense log. The Executive Assistant is
responsible for this process and ensures timely
responses are prepared and mailed. Complaints
are aggregated and analyzed for the Strategic
Planning process on an annual basis. (Input 8)

3.2a. (4) Our Project Managers, and our Outreach
Team are required to conduct After Action

Reviews (AARs) following significant events in
their processes. These AARs allow PMs and

the Outreach Team to keep their approaches to
building relationships and providing customer
access current with business needs and directions.

3.2b. Customer Satisfaction Determination

3.2b. (1) and (2) Each of our business processes
uses a similar but specialized, customer
satisfaction determination process.

Plan, Design & Deliver. As displayed in Figure
3.2-1, the Outreach Coordinator maintains the
customer satisfaction process for the Plan, Design
& Deliver customers. Customers are surveyed
following each major project phase. (Figure 7.1-6)

Operate & Maintain. Customer surveys are
distributed to our navigation customers and our
recreation customers throughout the season.
These survey processes are managed by the
local Project Managers and fed into the District
Scorecard. In addition, recreation customers are
surveyed on a regular basis. (Figures 7.1-1 and
7.15)

3. Customer and Market Focus - Rock Island Distirct
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Emergency Response. Emergency response
customer satisfaction surveys are conducted both
following major emergency events (i.e. floods)
and during times of readiness (i.e. annual levee
inspections). (See Figures 7.1-2 and 7.1-3)

Regulatory. Regulatory customers are surveyed
via a phone survey following the completion of their
permit application process. (See Figure 7.1-4)

3.2b. (3) The District inquires often of other
Corps Districts to discover if and when they
have produced any customer satisfaction data.
Currently the Rock Island District is leading
the way in the Mississippi Valley Division in
the collection and use of customer satisfaction
data. Benchmark data is challenging to find.
Professional journals and Baldrige winners are
used to discover best in class information.

Potential customer is
identified to Outreach
Specialist.

Project Starts and
Outreach Specialist is
notified.

A 4

Outreach

L—p| Specialist gleans
information on
project/customer
from PRB or
other sources.

Outreach

Outreach
Specialist requests
POC information
from PM.

Specialist
develops
customer profile
with incomplete
information.

~—

Outreach
Specialist
develops
customer profile.

Customer
information is
entered into
database.
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3.2b. (4) As noted in Step 11 of the Customer and
Market Knowledge Process, the Outreach Team
hosts an After Action Review (AAR) at the end of
each cycle. The After Action Review questions
are defined in 1.1a(2). The results of the AAR
allow the Outreach Team to keep their approach
to determining satisfaction current with business
needs and directions.

We also find that our home page on the Internet’s
World Wide Web not only provides extensive
information to the many customers we serve, but
allows us to monitor changes in sister Districts
within the Corps.

Survey Process

Project completes phase Yes
(i.e. reconnaissance)

and PM notifies

Outreach Specialist to y
send out survey.

Outreach Specialist
prepares survey for
PM approval using
information from

customer database.

No

Survey sent to
customer POC.
Information entered
into tracking
database.

v

Outreach Specialist
finds out project has
completed phase after

New
Customers

the fact.

\ 4

Customer is
contacted &
meeting
established to
define project
and authorities.

Database is
updated.

Go to Project
Starts.

I
-

|

Survey returned from
customer and scores
entered into District
scorecard. Memo sent to
PM and management
with scores.

Outreach
Specialist
contacts, PM to

assure project
needs to have
survey sent out.

v

Survey Process
Completed.

Figure 3.2-1 Customer Satisfaction Determination Process for the Plan, Design & Deliver Process
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. Appendix C - APIC Examples

“Warfighters’ Station of ¢ M

4.0 MEASUREMENT, ANALYSIS, AND
KNOWLEDGE MANAGEMENT

41 Measurement and Analysis of Organizational

Performance

4.1a Performance Measurement

(1) Selecting, Collecting, Aligning and Integrating Data and

Information. We select, collect, align, and integeatdata and
informationthrough the workings of our Performance Management
and Measurement System (PMMS). The PMMS, Figure 1.1-2, is
comprised of our Leadership, Executive Steering Committee (ESC),
Quality Management Board’s (QMBs), Customer Feedback Aggregation
System (CFAS), Interactive Customer Evaluation (ICE) system,
Listening and Learning posts (L&LP), Directorates, process owners,
Continuous Improvement Team (CIT), Installation Business Office (IBO),
and our customers, suppliers, and partners. These bodies work
together in a synergistic manner that moves the Garrison forward
toward achievement of our organizational goals. The PMMS is
designed to help Leadership to understand, align, and improve
performance at all levels and in all parts of the organization and to
determine our future direction. The PMMS is a collective means of
measuring performance, analyzing performance data and initiating
changes that result in improvement of our daily processes’ performance.

Information analysis forms the basis for all our organizational
decisionmaking and innovationand our operational planning.
(Step1) Our Senior Leaders set direction through our Installation
Strategic Plan (ISP) Objectives (see Category 2). The QMBs then
develop measures and competitive comparisons for process
performance, and Action Plans for each Objective (Step 2). The
measures are based upon key customer requirements and
expectations. Process Owners collect performance, cost and customer
satisfaction data, as well as competitive comparison and/or benchmark
information (Step 3); analyze the data (Step 4); and present information
for Director and Senior Leadership review at the appropriate PMMS
forum(s) (Step 5). Daily operational checks of measures occur at all
levels within our directorates.

The heart of the Garrison’s PMMS is the QMBs/ESC process. The
process is cyclic and results in a continuously refreshed and updated set
of prioritized Actions to improve performance. Each of the QMBs
(Training Support (TS), Power Projection and Readiness (PP&R), Well
Being (WB), and Optimizing Resources (OR)) meets at least quarterly,
as does the ESC.

At each QMB, Directors/Process Owners brief the performance status
of Processes that fall under the QMB and the status of Action Plans. All
QMB members monitor the Processes’ performance through the
information presented. The use of a QMB Chicklet Chart (see sample at
Figure 1.1-4), enables QMB Leadership and members to quickly see
the status of QMB Processes and Objectives. A color, based on our
Color-Coding System, Figure 4.1-1, identifies the status of Processes,
Objectives, and Action Plans. Leadership uses the logic of the color-
coding system matrix to determine the overall Process rating. The rating
of Objectives and/or Action Plans for a Process may differ from the rating
of the Process itself. The slides in each QMB’s PowerPoint presentation
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are hyper linked to additional slides containing pertinent backup
information; hence, briefers can go into as much detail as necessary to
inform leadership and QMB members about the Process or Objective.
QMB briefers use this same process as they brief at the ESC.

et COLOR-CODING SYSTEM
= y

KBD/Key Proceds Objective Action
Most/critical Most/critical - Project funded/awarded
objectives are measures are at or | . puocess in place and

green above standard working

Neither green, noy Neither green, nor | Neither green, red, nor
red. red. black.

Most/critical Most/critical Action is programmed but

objectives are measures are below | not funded. Significant
red standard obstacles.
Action not yet started.
N/A N/A Still In infancy.
MannE
Figure 4.1

For financial analysis, the Garrison uses the Service Based Costing
(SBC) tool. SBC uses financial data to determine the cost of Process
performance, the identification of opportunities for improvement, and the
cost of improvement options. The SBC tool imports cost data from
various financial reports and places that cost against the performance of
a Process. The Garrison uses SBC to measure the costper-unit of
output. Figure 4.1-2 depicts the SBC/Service Based Management
(SBM) Financial Improvement Cycle.

Step 1. Train/retrain employees

Step 2 Asslgn resources fo activities

Step 3 Interview/validale previous data/mapping

Step 4. Input/make changes fo mode/

Step 5. Quality assurance

Step 6. Generate cost reports

Step 7: Analysis of data

Step 8 Establish inftiatives

Step 9. SBM comparison/initiatives

Step 70 Act on new initiatives

Step 71 Process begins again at Step 7
Figure 4:2

Customer satisfaction data is collected, as stated in Category 3, using
the CFAS, ICE, and other survey systems. That information is
reviewed and analyzed in the responsible directorate and briefed at the
appropriate QMB and at the ESC, and is used to improve support
facilities and programs.

We select and align measures primarily during our annual Strategic
Planning Workshop, but also during the QMB/ESC process. The
PMMS ensures that all measures align with the ISP and the Garrison’s
goals. Process Owners propose measures for a process at the
Strategic Planning Workshop. Participants may decide not to change the
measure(s) already in the ISP. Measures must earn group consensus
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that they will address customer requirements and expectations for the
process and give needed information about process performance. We
incorporate existing Army-wide measures, such as hstallation Status
Report (ISR) and Service Based Costing (SBC) measures, as
applicable. Once included in the ISP, a measure influences operational
decisions.

As an ongoing improvement, we are in the process of leveraging
information technology to facilitate our response to the Installation
Transformation challenge. We are developing and implementing an
“Info-structure,” the Fort Stewart Knowledge Management System,
which will be a vast improvement in effective Knowledge Management.
This is a “datafusion” of existing standard Army systems, stovepipe
systems, and local unique systems, which will leverage personnel,
logistics and financial information into best business practices. It will
involve a common data dictionary of objects that we track, measure,
analyze and report. We are currently in Phase Two of the three-phase
project.

(2) Using Cost Management/Activity Based Costing (ABC) data
to support operations and decision makingVe began using
Cost Management/Activity Based Costing (ABC) data to
support operations and Garrison decisiomakingby building an
ABC model for each activity involved in producing an output (step 1).
Each directorate has had personnel attend ABC/OROS training to
develop and build models for their directorates. All four of our major
directorates, as determined by the Installation Management Agency
(IMA), have models in place.

The second step was to populate the models with data. Once our
directorates had populated their models, they began to analyze the data
(step 3) to determine what drives the cost of each part of each activity.
This information derived from the analyses allows managers to make
decisions (step 4) on how to improve a process. For example, the
DOIM used ABC data analysis to determine the cost of providing
various telephone services to customers.

The IMA, beginning in FY04, is requiring quarterly Productivity
Improvement Reviews (PIR) of Garrison directorate ABC data on the
GC’s Commander's Critical Information Requirements (CCIR). In
preparation, Directors and managers from each directorate received
ABC/PIR training in a workshop held by the SERO. We also hosted a
SERO representative visit wherein they demonstrated the PIR and
addressed and assisted directorate personnel with concerns regarding
the PIR. We developed and established plans to improve the
productivity of CCIR processes identified by Directors at our first PIR in
Sep 03. The CCIR for FS/HAAF and the correlating ISR Il
performance measures are shown in Figure 4.1-3. Results for most of
the measures are shown in Category 7.

(2) Selecting and Ensuring Effective Use of Comparative Data
and Information. The Garrison selects and ensures the effective
use of key comparative informatioand benchmarking data by
using the Department of the Army Strategic Management and Innovation
Division’s Ten Steps of Benchmarking (Figure 4.1-4) as a guideline.
Process Owners collect Process performance data based on process
measures in the ISP. They compare their Process data and information

to that of competitors or benchmarks, analyze the comparisons, and
determine if modifying their Process will improve performance and/or
customer service. The PMMS ensures that effective use is made of the
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information by requiring that comparative data be included on briefing
charts used in the PMMS QMB/ESC process. Leadership uses the
comparative data as one way to determine Process effectiveness and
efficiency and directs changes as necessary.

COMMANDER”S CRITICAL INFORMATION REQUIREMENTS (CClt

DIRECTORATE PERFORMANCE MEASURE ISR I
SERVICE
NUMBER
DOL Ammunition supply services 23-01
CIF First Time Fill Rate 25-01
Maintenance Work Orders 27-01
DOIM Communications 15
Information Assurance 18
DCAS Child and Youth 11
Fitness, Recreation, and Libraries 12
Business operations 13
DPW Master Planning 54
Real Property Demo 63
DPS Fire and Emergency Response 68-01, 68-04
HAAF Garrison Provide Unit Movement/ Deployment | 28-04
Support
Figure 4.13

Sources the Garrison uses for identifying best practices include:
Libraries; Department of Commerce; Government Accounting Office
(GAO) Studies; Congressional Reports; Government Performance
Review Act (GPRA); National Performance Review (NPR); FORSCOM
Home Page; Centurion, Army Communities of Excellence (ACOE),
President's Quality Award (PQA), Georgia Oglethorpe Award, and
Baldrige Award winners; video teleconferences; and others. Fort
Stewart/HAAF also uses ISR data extensively in our PMMS. Another
useful source of comparative data is the Army’s Service Based Costing
(SBC) web site. In use Army-wide, SBC data sets a standard for
financial comparison so Senior Leaders may compare our process costs
with like activities of other installations. Installation managers use SBC
results to determine financial risks and benefits of different strategies or
scenarios. The Army established the Army Management Structure
Code (AMSCO) to align installation services (SBC) to funding. The
PBAC reviews financial performance on a monthly basis in terms of
operational requirements and reprograms funding as necessary to
accomplish ISP goals.

Define priorities and basis for comparison.

Determine measures of business excellence.

Identify whom to compare.

Flow chart and measure your process.

Compare to benchmark

Establish future goals.

Identify and communicate gaps and strengths.

Procure sponsorship.

Determine how to achieve results.

slo|lo|N|O||~|Ww[IN]|—~

0 Adopt and adapt from the best and share your strengths.

Figure 4.14
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In some instances, it is beneficial to make a site visit to a competitor
installation or another organization to gather information. The
Continuous Improvement Team (CIT) and personnel from several
Directorates have Vvisited other installations and industry to gather
comparative data. The matrix at Figure 4.1-5 lists process
improvements that resulted from these studies.

(4) Keeping Our Performance Measurement System Current.
We keep our PMMS current with business needs and direction

through an annual review of PMMS at our annual Strategic Planning
Workshop, through review by Leadership in the ESC and QMB forums,
and by review by the CIT. The PMMS is sensitive and very

responsive to rapid or unexpected organizational and external

changes.

Our PMMS was established in 1994 and has been validated and
improved ever since. The most recent improvements are the
incorporation of what used to be briefed at the quarterly Review and
Analysis meetings into the appropriate QMBs; the use of the “Chicklet
Charts” for showing the status of Key Business Drivers (KBDs),
processes, and Performance Objectives; the more definitive agenda for
the Strategic Planning Workshops; the creation of the ORQMB to
manage Key Support and Key Business Processes; and the return to
quarterly meetings in the QMB/ESC process to align the process with
the new IMA Performance Information Review (PIR) reporting
requirements. Each Commanding General of the Installation has signed
the Charter for the Installation Strategic Planning and Performance
Management and Measurement System (PMMS).

\ PROCESS IMPROVEMENTS
LE;ENCHMARKlNGI

RGANIZATIO

OMPARATIVE STUDY N

FUNCTION
TUDIED

Continuing

Education

ACTION PLAN

Needs Assessment
conducted, Board of
Regents briefed. Liberty
Center established Aug 98.

Studied cost associated
with on-post out-of- state
colleges and compared
the same service using
in-state colleges.

Golf Courses. Study
included: #Rounds

Golf operation Studying FS course

operation to identify ways to

played, Revenue/round,
Expense/ round,
NIBD/round, Maintenance

increase revenue and
decrease expenses

Defense Automated Employee DAPS  Permission  Slip

Printing Service (DAPS) Empowerment adapted and deployed to
Installation Staff

Bowling Lanes study [ Bowling Studying new processes to

included: Lines, | operation increase NIBD in one

Revenue, Cost, NIBD

operation

DA Operation Be Fit

Physical Fitness

Gyms presently at mid level

Centers rating — actions being
developed to meet "premier”

mark.

Food and Beverage | Food And Studying ways to decrease
study included: Snack | Beverage labor costs to increase
bars, Bars Operation revenue.

Figure 4.15
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4.1b Performance Analysis

(1) Analysis to Support Senior Leader’s Organizationa

Performance Review and Organizational Planninghe analysis
performed to suppot our Senior Leader’s organizational
performance review and strategic planningcurs at several
levels within the PMMS. First, Process Owners analyze Process
performance by looking at performance trends, competitor comparisons,
benchmark performance, cost/benefit information, and performance
projections. Second, Process Owners brief Directors and/or make data
and information available to them for their review and analysis. Third,
the QMBs review the performance of Processes and Objective statuses.
If the Process is not performing to standard, the QMB directs change or
charters a PAT to analyze performance information and recommend
possible improvements. Our PMMS allows Leadership to ascertain the
overall factbased health of our organization. Fourth, the information
and data analyzed in the PMMS and reported at the QMBs and ESC
link to the Key Processes, Key Business Processes, and Key Support
Processes in the ISP. Fifth, persistent problems and new requirements,
as well as the functionality of this analysis process, are addressed at the
annual Strategic Planning Workshop, if not before then during the
QMBs/ESC process.

(2) Communicating Results of Analysise communicate the
results of organizationdlevel analysis to Installation staff and
stakeholders to enhance effective support of decisiomaking
via our modes of information deployment, Figure 4.1-6.

MODES OF INFORMATION DEPLOYMENT

FREQUENC
Y

Executive Steering Committee (ESC) Tri-annually
Quality Management Board (QMB) Tri-annually
Continuous Improvement Team Monthly
Intranet Home Pages Daily
E-Mail, Public Folders Daily
Bulletin Boards Daily
After Action Reviews (AAR) Quarterly
Unit Status Reports (USR) Monthly
Readiness Review Board (RRB) Quarterly
Installation Status Report (ISR) Annually
Program Budget Advisory Committee (PBAC) Quarterly
Commissary Council Meetings Quarterly
Installation Morale Welfare Recreation Fund Council Quarterly
Community Meeting Monthly
Installation Master Planning Board Quarterly
Installation Acquisition Planning Board Quarterly
Installation Safety Council Quarterly
Health Promotion Council Quarterly
Local School Boards Quarterly
State of the Garrison Briefs Bi-Annual
Brown Bag With the Boss Monthly
Marne TV Daily
Frontline Newspaper Weekly
Unit and Directorate Staff Meetings Daily
Weekly Activities Report Weekly




Appendix C

“Warfighters’ Station of ( M

Marne Focus Coverage Bi-Annual

New Employee Orientation Quarterly

Strategic Planning Workshop Annually

Embedding News Media Personnel in Training Bi-Annually

Embedding Political Leadership in Training Annually
Figure 4.16

We align the results of organizational-level analysis with key business
results, strategic Objectives and Action Plans through the normal
workings of the PMMS. Results are briefed to Senior Leaders at the
QMBs and the ESC, and, as necessary and appropriate, result in
decisions by the QMBs or ESC to address issues. Meetings are held
throughout the Installation to inform staff of new and/or changed
information. The meetings begin with Leadership and cascade down
through mid-management and supervisors to front door staff. Meeting
minutes are prepared and distributed. We ensure effective use of these
results through our PMMS. Additionally, all stakeholders may review
information via the Directorate Homepages on the Internet. Those with
access can review information in the email system Public Folders file
located on the Intranet. The information in Public Folders and on
websites includes, but is not limited to: Command Policy Letters, statutory
and regulatory guidance to include all of the unclassified Fort Stewart
Regulations, unit and directorate specific information, and automation
technology assistance/information.  These electronic media enable
information to be shared instantaneously across the installation.
Consequently, the QMB/ESC “team” is very focused on the
performance of Processes and very receptive to information bearing on
that performance. Process performance often crosses directorate lines.
Action Plans often involve two or more drectorates in the planning
and/or execution phases. The PMMS ensures that all Garrison
elements involved with a Process, Objective, or Action Plan are focused
on successful performance because it supports an organizational goal or
goals. The Directors, QMB Leadership, and ESC Leadership use
analysis results to assess efforts to achieve Garrison goals and make
appropriate adjustments or changes or initiatives to achieve continuous
and/or breakthrough improvements in performance.

employees, supplier, partners, and customers, as appropriate.
Directorates maintain bulletin boards to make information available.
Other modes of information deployment, Figure 4.1-5, are also utilized.
Within need-to-know limits, every stakeholder (leader, employee,
supplier, partner and customer) has access to the information and data
that they need for their work.

(2) Ensuring Hardware and Software Reliability, Security, anc

User Friendliness. The Fort Stewart/Hunter Army Airfield (FS/HAAF)

DOIM ensures that our hardware and software are reliable, secure,

and user friendlyy testing hardware/software before utiliziation and
deployment, by making proper firsttime configurations, by 6llowing
standard procedures, by interaction with unit and directorate IMOs at
monthly meetings, by listening to feedback from customers, and by
discussions at technical forums. Our Senior Leaders have specified a
standardized recommended suite of office products for customers to
purchase that are compatible with those in use throughout the Army.
The Garrison purchases hardware and software from reputable
sources and arranges for training classes to assist the workforce and
customers in product use.

The DOIM also has the mission of ensuring the integrity and security
of information passing over the Installation’s Local Area Network (LAN),
the e-mail network. The DOIM does this by providing a strong
education/training program for systems administrators, information
assurance officers and users; and by enforcing strong password
authenticity policies and standing operating procedures (SOP) for LAN
use by units, directorates, and activities. We guard against unauthorized
intrusions into our LAN by employing an intrusion detection system that
is monitored twenty -four hours-a-day, seven days-per-week, by the
Regional Computer Emergency Response Team (RCERT). The
DOIM has established a firewall and a “demilitarized zone” and has
identified all systems connected to our LAN. All LAN users must comply
with an Acceptable Use Policy, and all new operating systems must be
certified. The DOIM uses a “push” system to enforce anti-virus program
updates.

(3) Keeping Data and Information Availability Mechanisms
Current. The DOIM keeps our data and information availability

4.2 Information and Knowdge Management
mechanisms, to include software and hardware systems, curren

4.2a Data and Information Avalilability

(1) Making Data and Information AvailabléVe make needed
data available and accessibli® employees, supplier, partners, and
customers by three methods, that are sometimes used separately and
sometimes used together: (1) by sending the information out via e-mail
as text or as an attachment to an e-mail, or by an e-mail hyper link to the
electronic information location; (2) by placing the data on a website or in
Public Folders accessible on the FS/HAAF Intranet, our Local Area
Network (LAN); and (3) by sending the information out in paper media
via the Installation distribution system. |If the person seeking the
information does not have Intranet access via an e-mail account, they
can attain access the Intranet through the Fort Stewart Post Library, the
Army Learning Centers, the Directorate of Information Management
(DOIM) Publication Branch, and college computer labs. Paper-media
copies of information are also deployed through the various forums of
the PMMS and those copies cascade down through directorates to

with business needs and directions/ searching, evaluating, and
analyzing requirements in coordination with managers, users, and
vendors. The DOIM conducts meticulous studies of current market
trends and current and near-future products. The DOIM also looks at
market experience with the technical aspects and usability of products.
When the DOIM personnel make the analysis, they examine product
efficiency, effectiveness, return on investment, total cost of ownwership,
affordability, criticality, training requirements, long-term support and
simplicity. The DOIM analyzes available software and hardware
products and interacts constantly with customers concerning their needs
as they relate to market trends. DOIM personnel also attend
conferences, vendor demonstrations, and professional meetings where
new hardware/software are introduced. Externally, the DOIM receives
on-line direction from higher headquarters and regular feedback from
their customers through satisfaction surveys and requirements meetings.
The ORQMB monitors the DOIM’s technology modernization efforts
through briefings on ISP Performance Objective 4.4.1, “Optimize
Information Technology Utility.” Since 1996, the DOIM has had a
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Strategic Plan. That Plan contains a detailed Action Plan. The Action
Plan includes system capabilities, hardware, software, communication
links, implementing organizations, funding history and plan, milestones,
IT Metrics that apply, and performance measures.

4.2.b Organizational Knowledge

(1) Managing Organizational Knowledgéle capture, collect

and transfer employee knowledgeia our use of Intranet and
Internet websites, PMMS meetings, minutes of PMMS and other
meetings, command publications, standing operating procedures (SOP),
written reports, In Process Reviews (IPR), Frontline artcles, Directorate
newsletters, and various other staff coordination efforts such as Design
Charrettes and decision papers. Transferring the knowledge occurs
both actively and passively; actively through the normal communication
channels related to the PMMS and/or the chain of command, passively
through the media of which anyone can avail himself, i.e. the Frontline
or the various websites. The Fort Stewart Knowledge Management
System will eventually collect most, if not all, of this data and information
and make it available

The transfer of relevant knowledge from customers,

suppliers, and partners accomplished through a variety of means.
The PMMS encourages the transfer of relevant knowledge as part of
the continuous QMB/ESC process. Because customers, suppliers, and
partners are members of various QMB/ESC process bodies and on the
Continuous Improvement Team (CIT), they can share informationvia
paper media, briefings, electronic media, relevant discussions, etc.
Suppliers and Partners have opportunities and channels based on
contractual and written agreement obligations through which to transfer
knowledge. Some contracts encourage contractor sharing of
improvement/efficiency knowledge. Customers also attend a variety of
Listening and Learning Posts where they can easily share knowledge.

Process owners, Directors, and/or QMB Leaders or members
identify a best practicerrising from the effort to improve a process
and the best practice could be based on innovation, successful
benchmarking, competitive comparison, a PAT recommendation, and
other improvement action. Such best practices are sharedt the
appropriate QMB and, if appropriate, at the ESC. The best practice
then cascades through the workforce through the normal PMMS
communication processes.

(2) Ensuring Timeliness, Reliability, Security, Accuracy, and

Confidentiality. The DOIM ensures electronic data and information
reliabilityby making recurring system back-ups, testing back-up files,
using correct permission sets, and limiting access to hardware and
software. Data accuracyand timelinessis the responsibility of the
Process Owner and the Director responsible for the process. Data
timeliness and accuracy is reviewed in the PMMS in the QMBs/ESC
process, during the Strategic Planning Workshop, and in CIT meetings.
Directorates have information management officers (IMO) and security
managers who oversee automated program design, anti-virus
programs and prevention, and ensure access for authorized personnel.

We allow no external connectivity to our LAN (confidentiality. Our
Senior Leaders have placed command emphasis on protecting our
LAN, and the DOIM makes both announced and unannounced
inspections to ensure compliance. The DOIM works in coordination with

the Installation Staff Judge Advocate and the U.S. Army Criminal
Investigation Division (CID) to prosecute internal violators of LAN policy
to the fullest extent possible.

The ORQMB and the ESC monitor ISP performance objective 4.4.1,
“Optimize Information Technology Utility.” The Performance Objective
addresses information assurance (security by measure 4.4.2.1,
“Information Assurance IT Score.”

The Directorate of Public Safety (DPS) Security Intelligence Division
has the mission of ensuring paper-media reliabilityand security The
DPS provides quarterly training for all directorate security managers
and unit S2 (Intelligence) officers that instructs them on complying with
regulatory requirements, and it conducts one-on-one blocks of
instruction for lower level civilian employees and soldiers on the same
information. It also promulgates local policies and procedures on how to
execute the requirements of the Army Information Security Program.
The Security Intelligence Division performs announced and
unannounced inspections and conducts preliminary inquiries in the
event of a security violation or compromise of security information. The
responsibility to ensure adequate physical protection of classified
information, equipment, and material belongs to the Security Intelligence
Division.
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5.0 Human Resource Focus

5.1 Work Systems

5.1.a Organization and Management of Work
5.1.a.(1) Figure 5.1-1 provides a top-level view of
our work system. We receive requirements and
funding from our customers and stakeholders. Our
senior leaders assign resources to our PLs and IPTs
to meet these requirements. We also use contractor
augmentation to support our operations where
necessary. We deliver products and services to our
customers who, in turn, provide us with feedback as
to their quality and effectiveness. Feedback flows
from our senior leaders and PL/IPT leads to our
suppliers in the form of reports and findings and/or
contract requirements. Feedback flows to and from
our PLs and IPTs through program reviews,
product and process measures, and from our
customers in the form of AARs, satisfaction
ratings, repeat business and positive referrals.

NEEDS & FUNDS Suppliers Senior Leaders PLs/IPTs  Customers

Customers —>
Stakeholders
SMDBL
GUIDANCE & People Outputs
gggERug’;iE Inputs [ Processes [ Product ] Outcomes|
MDA MD Priorities G
SMDC Infrastructure roups
Co-Innovators,
Product/Service—9
Support A
PP Feedback T_ Feedback | i
1
'
Process & Product Strategic
Measurement Measurement

Figure 5.1-1 Top-Level Work System Overview
We use three methods to control our work:

Centralized program control: Our senior leaders
manage work systems by assigning priorities and
resources based on customer and stakeholder
requirements, our short- and longer-term plans,
command guidance, and our contingency plans.
This also ensures the alignment of work with our
strategic directions. Our leaders receive status
reports from the program/task executors (PL/IPT
leaders) as described in figure 4.1-2, and also check
with customers, stakeholders and suppliers to verify
that they are kept abreast of product/service
development efforts. They evaluate individual and
team effectiveness, efficiency and work progress,
and adjust resources as needed.

Decentralized execution: Our work systems operate
either entirely within a directorate (vertically-
integrated work) or across directorate lines

(horizontally-integrated work. If a product/service
requires skills and expertise from two or more
directorates, we use IPTs that work across
directorate lines to address program needs.

Program and task requirements: PLs/IPT leads are
empowered to execute their projects within the
resources and priorities set by senior leaders. They
make decisions and manage their work to ensure it
is completed per cost, schedule and technical
performance requirements. These teams have wide
latitude to operate and deal directly with customers,
stakeholders and suppliers. This fosters agility and
empowers individuals and teams to embrace
calculated risk-taking as a key business practice
and precursor to innovation. It also drives open
communication and puts the authority to act at the
level closest to the customer.

5.1.a.(2) We capitalize on several diversity factors
and processes within our work systems to enhance
our performance:

Geographic: (Huntsville and Colorado Springs
cultures and LNOs located with key stakeholders).
Having LNOs onsite helps us to understand and be
more responsive to our customer, and communicate
better by viewing opportunities from the inside
versus externally.

Skills and Job Requirements: Desired skills and
talents are listed in job recruitment descriptions.
Our Equal Employment Opportunity (EEO) office
reviews all fill actions to ensure diversity is

promoted. In addition to technical skills, we seek
motivated, self-starters who share our
organizational values and can work in an

environment that fosters delegation and
accountability. We seek to identify these qualities
during interviews with prospective employees and
through their references.

Teams: We benefit from the synergy of diverse
skills, talents and cultures of our employees,
customers and contractors in forming teams.
Diverse teams help us to understand better and get
closer to our customers, and to deliver them better
products and services. The IPT is our most
common, most powerful and most effective
approach to capitalizing on the diversity of our
workforce and contractor augmentees. We employ
IPTs where requirements dictate a cross-functional
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approach to meeting our customers’/stakeholders’
needs. We also ensure that we include our soldiers
as key personnel as team members and/or leads.
By the systematic deployment of IPTs as a
preferred method of meeting cross-functional
requirements, we have achieved very high
performance ratings from our employees (Figures
7.4-3, 7.4-5, 7.4-6 and 7.5-9 to 7.5-12) and
customers alike (Figures 7.1-1 through 7.1-9, 7.2-2
through 7.2-8).

5.1.a.(3) We use three key methods to achieve
effective communication and skill sharing across
our workforce and operating locations. Because we
are a small organization, much of what we do in
this endeavor is informal because it speeds the flow
of information:

Chain of Command: Deputy Directors are located
in both Huntsville and Colorado Springs to promote
collaboration and information flow. They share
and compare information formally and informally
as a part of their daily business conduct.

Teams: Our projects use teams comprised of
employees and contractors from both locations, and
from other SMDC elements and external
organizations. This practice promotes skill sharing
and cross-directorate information flow.

Electronic Media Our Huntsville and Colorado
Springs conference rooms  support video
teleconferencing (VTC) and other electronic media.
We use VTC extensively for staff, all-hands and
team meetings, and other collaborative sessions.
We provide wireless communications to enhance
communication, and use our Intranet to make
information available to our workforce, and use the
Army Knowledge Online (AKO) and SMDC
shared drives to increase knowledge sharing,
communication and collaboration. Our LNOs also
make extensive use of electronic media to keep
PL/IPT leads and senior leaders aware of
customer/stakeholder matters of interest.

5.1.b Employee Performance Management
System

High-performance work and a customer and
business focus are key workforce performance
objectives. Managers and supervisors discuss
performance against these objectives each quarter,
and provide individual feedback and guidance.

Figure 5.1-2 depicts our performance management
system, while Figure 5.1-3 reflects the performance
incentives we use to reward employees who deliver
high-performance to customers and stakeholders.

Job Design and Work Performance Management Process

Phase I: Job Analysis. Supervisor and Employee: Review customer
needs; determine job requirements, and employee job and career needs.
Phase II: Work Planning. Supervisor and Employee: Complete and
approve job performance plan, including standards and objectives.

Phase llI: Job Execution. Employee: Perform work and offer counseling
input. Supervisor: Provide day-to-day feedback and quarterly counseling.
Phase IV: Performance Feedback. Employee: Offer job appraisal input.
Supervisor: Provide performance appraisal and reward any superior work.

Figure 5.1-2 Employee Performance Management System

Compensation, Recognition,

Civilian

Rewards and Incentives

Contractor

Time-off awards X X X
Honorary awards X X X X
SMDBL coins X X X X
Contract evaluations X
External programs X X X
Suggestion awards X X X
Performance evaluations X X

Letters of appreciation X X X X
Quality step increases X

Monetary awards X X

Team awards X X
Developmental assignments X X

Special training X X

Figure 5.1-3 Recognition, Rewards and Incentives

5.1.c. Hiring and Career Progression

5.1.c.(1) Our leaders determine the characteristics
and skills needed by employees during strategic
planning and project assessment sessions. We
evaluate these requirements against existing
expertise and skill sets, and projected personnel
gains and losses to identify shortfalls and
coordinate staffing requirements.

5.1.c.(2) We identify and document desired skills
and requirements for a specific job or project based
on Director/Division Chief assessment of technical
and other specific skills needed; diversity; personal
qualities that support our organizational values;
compatibility with customers; and demonstrated
performance in an environment that emphasizes
independence of action and calculated risk taking.
By hiring people who thrive in our work setting, we
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increase the chances for employee retention. We
reinforce our commitment to these areas by
allowing for failure to occur without repercussion
provided that our organizational values have not
been violated. In other words, we recognize that
innovation is often preceded by missteps and we
allow for those to occur without personal penalty.

Since we now have new GS, C4ISR and IO
missions, we have reclassified some positions to
provide internal expertise in these areas. We are
also increasing our entry-level cadre through
cooperative education positions (co-ops) and
internships, as shown in Figure 5.1-4.

Additionally, we were also able to reduce our
active duty military positions by 13 percent, thus
freeing up those positions to fill traditional Army
duties. This action supports ongoing DOD and
Army programs to move soldiers to line units.

We also seek to attract engineers and technical
skills to Government service through our Pre-
Engineering Partnership Program  with the
Huntsville public school system. Figure 5.1-5
summarizes our recruiting, hiring and retention
methods. We hire these employees through

\ Recruit ‘ \

e Pre-Engineering partnership with Huntsville schools
e Participate in job fairs

e Maintain liaison with Colleges and Universities

e Establish co-op and intern positions

e Make use of the Civil Service recruiting processes
e Promote SMDBL as a great place to work

e Promote self-development as key to advancement
o Observe diversity in recruiting process

values

o Civil Service hiring procedures
e Hire from within if qualified to advance
e Hire those with our organizational

e Use down-select process to increase
chances of hiring the right person

e Observe diversity in selection process

o Offer permanent positions to eligible
and proven interns and co-ops

standard Federal Government personnel acquisition

procedures. We seek to retain them through fair
treatment, equity in opportunity, maximum
encouragement to assume responsibilities, a

commitment to training, development and growth.

Net Classification Changes 2003 vs. 2004 FY 03 FY 04
Engineers or Scientists (-5) 52 47
Operations Research Analysts (-1) 13 12
Program/Management Analysts (+1) 4 5
Military Analysts (No Change) 7 7
Information Technology (IT) Specialists (+2) 0 2
General Supply Specialist (+1) 0 1
Administrative/Clerical (No Change) 6 6
Interns (+3) 0 3
Cooperative Education Program (+4) 0 4
Military Positions (-2) 15 13
Total 97 100

Figure 5.1-4 SMDBL Position Reclassification Trends

5.1.c.(3) Pre-selection prohibitions preclude our

having explicit succession plans. To meet our needs

for having qualified successors, however, our

leaders offer numerous opportunities to all

employees to develop their skills and qualifications

to make them more competitive for career

progression. Our employee development program

includes the actions shown in Figure 5.1-6.
Hire | Retain

e Retain those with our value system

e Provide a great work environment

e Foster contributions, learning, growth

e Reward effectiveness and efficiency

o Offer frequent performance counseling

e Provide mentoring and teaching

e Treat everyone equally and fairly

e Act on SMDC Employee Survey data

Figure 5.1-5 Recruiting, Hiring and Retention Methods

Employee Development Actions

Communicate future technical Advise employees on how to
skills requirements improve their competitiveness

Identify and publicize pathways to
success

Develop resume and interview
skills

Increase emphasis on mentoring
and coaching

Analyze training needs and
encourage self-development

Emphasize early development of
leadership skills

Identify future management skills
requirements

Offer developmental opportunities
to employees

Encourage employees to network
with their peers

Foster job rotation and cross
training opportunities

Offer long-term training and
graduate school opportunities

Figure 5.1-6 SMDBL Employee Development Actions

5.2 Employee Learning and Motivation

5.2.a. Employee Education, Training, and
Development(1)-(6) Figure 5.2-1 shows our
employee education, training and development
process. This process is designed to meet our short
and longer range performance and skills
requirements while providing opportunities and
incentives that support our employees’ own career
progression goals. As is the case with many of our
processes, many parts are decentralized to the
employee and supervisory level and depend on
open and frequent communications between them.
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Supervisors and employees perform a needs
analysis to determine current and future customer
needs, associated employee development plans, and
mandatory training requirements. Supervisors and
employees then analyze and determine desired
education and training delivery options. Education
and training are then received. Supervisors, in
conjunction with feedback from customers and
stakeholders, evaluate education and training
effectiveness by observing changes in employee
behavior and work contributions. Supervisors
reinforce  education and training through
recognition of individual and team
accomplishments, and provide further opportunities
for skill sharing.

5.2.(b) Motivation and Career Development

One of our motivation techniques is to create a
supportive work environment typified by self-
direction, minimal oversight and full accountability
for results. Honest mistakes that do not violate our
organizational values are tolerated, used as learning
tools and considered necessary to encourage
initiative and innovation. This fact is part of our
organizational culture and is explained when new
employees are indoctrinated and emphasized
throughout their tenure.

Education/Training
Identification and Approval

1 | Identify Needs and Develop IDP

A

Perform quarterly review of:
- SMDBL Values
- Organizational goals and objectives
- Employee training objectives
- Employee career goals
- Mandatory training requirements
\ 4 5 | Evaluate Training

Effecti
2 Identify Delivery Approach cciveness

Training Delivery,
Evaluation and
Reinforcement

-'>| 4 | Receive Training

Supervisor observation
Performance improvement
Customer satisfaction

Employee provides proposed plan to
supervisor for formal and/or informal

training. Employee satisfaction

Supervisor and employee agree on L Z

training program. 6 | Reinforce Training
v

3 Share new skills

Approve Delivery Approach

Supervisor formally approves training Offer further growth

plan. -
Employee executes agreed-to plan.

Figure 5.2-1 Education, Training and Development Process

Reward and Recognize

Our leaders and supervisors accept these risks.
Supervisors informally coach, counsel and teach
employees during day-to-day operations. They also
formally counsel employees every quarter. These
formal sessions are characterized by two-way
discussions designed to be honest, positive and
conducive to giving and getting feedback.
Employees review and adjust their career goals
during these quarterly sessions. Employees also
actively and freely seek advice from their peers and
mentors. These interactions augment the formal
training and development process described in
Figure 5.2-1.

5.3. Employee Well —Being and Satisfaction
5.3.(a) Work Environment

5.3.a.(1) We work with SMDC subject matter
experts on work-place health, safety ergonomics
and security matters to provide a safe, healthy and
secure working environment. These experts
perform workplace inspections and ergonomic
analyses that are augmented by our internal safety,
security and ergonomics walkthroughs conducted
by leaders and managers. Our employees report or
correct any unsafe conditions they observe to their
supervisors or to appointed safety officers.

We train specific individuals to render cardio-
pulmonary resuscitation (CPR) and first aid. The
names and locations of these individuals are
prominently posted in work areas for easy access.

We encourage our employees to take advantage of
the Command Health and Wellness Program that
includes use of a fitness center and nutritional
programs. In areas where there are numerous
computers, we take special care to preclude
electrical hazards. Our offices are all smoke free.
Our key workplace environment measures are
presented in Figure 5.3-1.

Work Place Environment Measures

SMDC Employee Survey gl:r;?é)iz;:?sa”h 1l st

Number of safety violations Number of force protection issues
Number lost time injuries on the job | Number trained in CPR and first aid

Figure 5.3-1. Employee Workplace Environment Measures

There are significant differences in safety and
security workplace factors associated with our
participation in exercises, experiments and
deployments. In such instances, our employees
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attend mandatory training that deals with health,
safety and security requirements.

emergency evacuation and fire drills. Plans are
reviewed and discussed during staff and all-hands
meetings, and are part of the orientation of new
employees. After evacuation drills, we assess the
effectiveness of arrival to our designated
evacuation assembly area.

We maintain and protect information containing
employee names, addresses, phone numbers and
emergency points or contact. Division chiefs must
account for their employees at all times during the
duty day. We ensure business continuity beneficial
to our employees and customers by providing for
safe storage of operational and planning data.

We maintain continuity of operations by backing
up our computer data to alternate sites and by
maintaining duplicates of essential records.

5.3.b. Employee Support and Satisfaction
5.3.b.(1) Our employee satisfaction sensing and
data sources are shown in Figure 5.3-2. The
information we obtain from these sources helps us
identify key factors impacting employee well-
being, satisfaction and motivation. As part of our
overall analyses, we evaluate the results by various
employee categories and segments creating a
flexible, employee-friendly work environment that
meets individual, team and organizational needs.
We do not segment our work areas beyond making
accommodations  for those with physical
disabilities. Jobs may be differentiated by certain
physical requirements as a condition of work, but
these instances are quite rare.

5.3.b.(2) Our employees are kept informed on the
services and benefits available to them and policies
that govern how these services and benefits are
accessed. If our workforce finds shortcomings in
these policies, we take steps to correct any

5.3.a.(2) We ensure workforce preparedness for
emergencies and disasters by participating in

deficiencies within our control or request corporate
governance assistance when needed. We promote
two-way  employee-supervisor communication
behavior which has been very successful growing
and maintaining very high employee satisfaction.

5.3.b.(3) As stated earlier, our employee
satisfaction sensing measures are shown in Figure
5.3-2. These sources do not differ across the
organization. However they may be segmented and
analyzed along various segments of the workforce.
For instance, supervisors evaluate employee
turnover, absenteeism and grievances data, and
report anomalies to our senior leaders.

Employee Satisfaction Sensing and Data Sources

SMDC Employee Survey Formal and informal complaints
Employee sensing sessions Audit and inspection findings
Formal / informal discussions  |Absenteeism and turnover rates
Counseling sessions Open door policy

Leadership by walking around |Director / town hall meetings
Mentoring, teaching, coaching |Employee suggestions

Figure 5.3-2. Employee Satisfaction Sensing and Data Sources

5.3.b.(4) We analyze and evaluate our internal
processes using customer feedback on our products,
services and business practices to identify priorities
for improving the work environment. We also use
the SMDC annual employee survey as a source of
employee feedback regarding their satisfaction with
our workplace and our processes. The senior leader
at each location is responsible to assess the key
findings that relate to work environment and to
correct discrepancies, or work with the appropriate
organization to implement required improvements.
Prioritization of any corrective actions depends on
the potential impact on our operations and
employees, and our capabilities to deliver our
products and services to our customers.
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6 PROCESS MANAGEMENT

One key benefit of the 2003 reorganization of
ARDEC is a renewed emphasis on the care and
feeding of core business processes across our
organization, our customers’ organizations, and
supplier and partner organizations. ARDEC
business processes transform resources into value
creating outcomes to meet customer requirements.
Process performance is continually monitored
through both quantitative and qualitative indicators.
Our total performance and delivered product value
is directly attributable to the effectiveness of these
core business processes. Support processes are
internally focused, providing administrative and
transactional infrastructure to run our operation.

To frame ARDEC’s process management activities
in the business process area, our multi-tiered
approach is described below:

In primary position is a process management team
with overall staff responsibility for nurturing all of
our business processes. This team is a component
of the Strategic Management Office, a team that
fosters a strong linkage between processes and
ARDEC’s strategic intent. For guidance they rely
on a framework defined in a formal policy
document called ARDEC Process Guidelines.
These guidelines draw heavily from several well
established and accepted industry standard
approaches including ISO 9000, CMMI model
criteria, and DMAIC/Six Sigma concepts. The
process management team is a single unifying force
within the multi-location ARDEC organization,
ensuring consistency in business process design and
redesign initiatives. The team is a source of
information and counsel to process owners and
functional teams. It also enables process integration
across the wider organization as well as, monitoring
and facilitating issue resolution when problems
surface.

Each business process has a designated owner
responsible for ensuring that their business process
conforms to ARDEC Process Guidelines, fully
addresses customer and stakeholder requirements, is
properly coordinated as it intersects with other
processes, and drives continuous improvement
within ARDEC. It is assisted by expert support
from the process management cadre with the SMO
who are very versed practitioners of CMMI and
ISO process standards.

Every Process Owner is assisted by a Tiger Team.
Tiger Teams are cross-functional groups whose
membership includes all key stakeholders to ensure

varied perspectives are represented. Each Tiger Team has
at least one member trained in Six Sigma or has easy
access to such a resource. = ARDEC has committed
significant resources over the last several years to training
and certifying employees in both Six Sigma (in FYO01)
and Lean Six Sigma (FYO02 to date) methods. We have
trained over 550 employees since initiating these
programs in 2001 (see Figure 7.5-5).

Executive level sponsorship and advocacy for business
processes is provided by the Quality Management
Executive Council (QMEC) (see Section 1.1a(1)). This
group’s membership includes Tier 1, 2, 3 leaders with key
customer and suppliers invited to attend. The group’s
primary purpose is to be a forum for discussion and
continuous improvement across the organization.

Senior leaders are further institutionalizing our culture of
continuous improvement and innovation through
implementation of an “Enterprise Excellence’ program.
While this is just in beginning stages of implementation,
executives are strongly committed to aggressive pursuit.
They personally attend Lean Six Sigma Black Belt
training, going beyond lip service to truly walk the walk.
Enterprise Excellence brings together initiatives of an
integrated Quality Management System, Voice of the
Customer practices, and Lean/Six Sigma.

6.1 Value Creation Processes

6.1a Value Creation Processes

6.1a(1) Determination of Value Creation Processes.
ARDEC’s key value creation process requirements are
rooted in policies and directives defined in DoD 5000
series, a set of overarching guidelines for the military
acquisition cycle (see Figure O-1). Supporting this
acquisition cycle is ARDEC’s primary mission.  Our
key processes for creating and adding value are listed in
Figure 6.1-1. Many of our key requirements and
performance measures align with strategies, objectives
and measures in our strategic plan (see Figure 2.1-2).

Each key business process has specific performance
measures. ARDEC’s overarching performance measures
can be simply stated as cost, schedule, and performance.
The value creation processes benefit our customers and
stakeholders delivering our products to them - life cycle
engineering of a broad spectrum of armament
technologies and products. Efficient execution of key
business processes provides our ultimate customers — the
warfighter - with battlefield supremacy through
technological overmatch capabilities. Though ARDEC
does not operate as a for-profit organization, our ability to
sustain and increase our business base is directly
attributable to the success of our value creation processes
as evidenced by our increasing revenue in Figure 7.3-1.
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6.1a(2) Determination of Requirements. As
mentioned, ARDEC’s key value creation
process requirements are determined from

Appendix C

early in the design of the process, specifically during the
“Define” phase. = Key stakeholders are members of
Tiger Teams so that they can articulate their requirements

Primary VCP | Sub-Process Sub-sub- Key Key
process Requirements Performance
Measures(Tag)
IPT System Meet all Cost, schedule,
Engineering program performance
requirements (C1.1.1.1)
IPT System Configuration Lifecycle Retain
Engineering Management product production &
management data rights to
new products
(P2.4.1.1)
IPT System Transition Actual vs.
Engineering Technology planned
Quickly initiatives using
prototyping
(P3.2.2.1)
IPT System Modeling & Transition % of IPTs using
Engineering Simulation Technology M&S (P3.2.1.1)
M&S) Quickly
Customer Business Tech Base Prime mover in | % ARDEC
Relationship Development Disruptive funding in DT
Management Technologies (P3.3.1.1)
(DT)
Increase ARDEC’s share
ARDEC’s FY vs. 2
share of Tech competitors
Base (P3.4.1.1)
Customer Business Make or Buy Transition % successful
Relationship Development Technology bids (P3.2.3.1)
Management Quickly
Strategic None None 16 BSC 25 BSC
Planning objectives (see measures (see
Fig. 2.1-2) Fig. 2.1-2, all)
Tech None None Increase % of % of CRADAS,
Transfer alliances STOs, SBIRS
that are revenue
generating or
technology
transitioning
(P2.2.1.1)
Material None None Meet Materiel % Full Release
Release Authority and
User
Requirements
(safety,
suitability,
supportability)
Figure 6.1-1 Key Value Creation Processes

in the presence of all interested
parties.

This overall methodology requires
a considerable amount of resources
- people and time - senior
management is actively involved in
prioritization of these resources.
Though processes existed prior to
ARDEC’s restucture, all processes,
whether pre-existing or new, will
use the DMAIC methodology to
ensure proper coordination and
compliance with  ARDEC Process
Guidelines. We are continuing to
work our way through the
remaining prioritized list of
processes. Additionally, we are
currently working to improve our
guidelines through the incorporation
of the Lean Six Sigma methodology
- Define, Measure, Analyze, Lean
and Control (DMALC). Use of'this
model will further enhance our
processes’ efficiency to achieve
process optimization.

The value creation processes’ key
requirements are depicted in Figure
6.1-1.

6.1a(3) Design of Processes.
ARDEC ensures that its business
processes are designed to meet all
key requirements through the use of
the previously mentioned cross-
functional Tiger Teams, the
DMAIC methodology and system
engineering approach (see Figure
3.1-3). The Armament Systems
Integration Center, created as a
result of the reorganization, is
responsible for ensuring that we use
a systems engineering approach on

guidelines established in DoD 5000 and locally
applied through our multi-component process
management approach. These teams follow a
robust methodology  delineated in ARDEC’s
Process Guidelines. These guidelines include
process requirement criteria and the “Define,
Measure, Analyze, Improve, Control” (DMAIC)
methodology (Figure 6.1-2). Use of the DMAIC
methodology ensures that the requirements of our
customers, suppliers and partners are considered

all programs and deploys standardized value creation
processes throughout ARDEC.

The Strategic Management Office’s process management
team has organization wide responsibility for
identification of new technology and industry best
practices that can be applied to our process management
approach. Once identified, promising technology is
presented to the QMEC for approval and dissemination to
all Process Owners and Tiger Teams.
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As appropriate, any new inputs such as process
improvement tools, organizational knowledge such
as lessons-learned, updated DoD 5000 regulatory
guidance or new automation techniques are
incorporated in all processes through Process
Owners and their Tiger Teams.

Process cycle time, productivity, cost control and
other efficiency and effectiveness factors are taken

complex processes require formal training to include
classroom and in-the-workplace training.

An SES Panel comprised of ARDEC’s Senior Executive
Service members, who represent ARDEC’s major
mission organizations, prioritize process projects, and
review and approve the work of the Process Management
Teams. These Teams present in-process-reviews and
Critical Design Reviews to the SES Panel throughout the
DMAIC methodology to ensure that the teams are

following the
Process Guideline
and that where
processes intersect,
that proper
coordination  has
- b Identify Team b Identify b Analyre baseline  » Bm.i_.mtnm ¥ Develop and been made and
Membexs pexformance data (e_.%., gap solutions document ensures processes
» Perform measies analysis b Select sohutiongsy  Siendard are designed to
stakeholder b Creaie data » Develop Focused | - practices moet  all | ke
analysis, inchuding collection siraiegy Problem Staement evelop plan(s) } Develop . t Y
key players and . + Pilot plangs) Training content requirements.
b Pregsent IPR of b Quantify cause- 4
custoners . and media
performance eflect wsing root b Implemend plands)y 6.1a(4)
b Creaie charier MEARLIES cause analysis or . ¥ Develop policies y
E : . other method R amlpmceflm Performance
i | ¥ Present Interim b Collect haseline and evahuaie Measures.
FProgreas Feview data and test ¥ Present CDR henefits » Build process for K %
(TPE) of charker to e AS UTETE Tk before moving to b P L CDR B updating €y pecriormance
SES Panel sysiem Improve phose mssi'f:éto Cbnarﬁom procedures measures for our
b Map the process ¥ Present CDOR before phase ¥ Pregent CDR value Cref_ltltog
o maving to Analyze before completing | Processes are liste
’SI;:-’EI“P iraining phase project in Figure 6.1-1.
tegy
T ) Prasent Chifical Both key
'De esent Cnbica performance and in-
g Feview
(CDR) before process measuyes
moving o heasure are defined durmg
phase process design.
Figure 6.1-2 DMAIC Methodology Process Owners are
responsible for

into account by Process Owners and their Tiger
Teams through application of the DMAIC
methodology as appropriate to that processes’ key
requirements. A fundamental of the DMAIC
process is using fact-based information for decision
making which then enables the teams to more
accurately address these factors.

New or redesigned business processes are
implemented by the Process Owner and their
Process Management Team. One of the key
implementation steps is developing an appropriate
user training plan. Teams identify the audience to
be trained and the required level of proficiency.
They also assist in the design of the training
curriculum. Depending on the complexity of the
work, some processes are simply documented with
a process narrative and flow map posted on a web-
based Process Training Tool site. Other more

monitoring the day-to-day operations of their process.
One of the factors senior management insists upon is that
each process has “red flag” or critical feedback points,
which are in-process measures, at which an alert is
sounded if there is a significant problem with a process
or a key stakeholder expresses sufficient concern. Since
the key stakeholders are participants on the Tiger Team as
the process goes through the DMAIC process, that
participation ensures that their input is used in managing
the process as appropriate.

6.1a(5) Minimize Overall Cost. ARDEC minimizes
overall costs associated with inspection, tests, audits,
defects and rework by first correctly designing the
process through a consensus driven, robust DMAIC
process. Furthermore, excessive monitoring or rework
activity is also minimized through systematic,
standardized process training. Process owners also
remain receptive to user feedback.
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6.1a(6) Process Improvement. We use the
DMAIC methodology to improve our value
creation processes. Our processes are kept current
with business needs and directions through the
project management team’s linkage to the Strategic
Management Office. Additionally since key
stakeholders are participants on Tiger Teams, they
provide input as their business needs change.
Process improvements are shared across the
organization through the Quality Management
Executive Council and as appropriate as lessons
learned or best practices by Program Integrators
(see Section 4.1a(1)).

6.2 Support Processes
6.2a Support Processes

Appendix C

6.2a(1) Determination of Support Processes.
ARDEC’s key support processes are determined to be the
processes needed to complete our core mission but do not
directly add value to the products being created. They
represent the Resource perspective of our balanced
scorecard (see Figure 2.1-3 and Section 4.1a(1)). Our key
support processes are listed in Figure 6.2-1.

6.2a(2-6) Requirements, Design, Measures, Minimize
Cost and Improvements. Our support process
requirements are determined through the same
methodology used for value creation processes as
described in Section 6.1a(2). The key requirements for
the support processes are listed in Figure 6.2-1. All
aspects of designing, improving and controlling our key
support processes are performed using the same
methodology as our

Primary Support Process Sub-Process

Key Requirements Key

value creation

Performance processes described in

Measures (Tag)

Human Capital

Sections 6.1a(2-6).

Hiring/Retention Replenish workforce Ratio of job
offers to
acceptance
(L1.3.1.1)
Human Capital Workforce Train/educate work force % of skills on
Development in relevant skills board (L1.2.1.1)
Procurement Procurement Streamline Procurement Time Required
Requirement Creation Process to Process
to Contract Award Procurement
Packages
(Contract Cycle
Time)
Financial Systems . . .
Budget Anticipate Sources & Review ARDEC

Uses of funding for the
following year

Statement of
Operations (bi-

monthly)
Process Management Meet customer Increased
expectations consistently Customer
through efficient, linked Satisfaction
processes (C1.2.1.1);
CMMLI, ISO
Facilities/Equipment Offset base ops costs $or value'
generated via
EUL/ATC
(P1.1.1.1)

Consolidate footprint

Average admin.
Space per
employee
(P1.2.1.1)

Figure 6.2-1 Key Support Processes
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. Appendix C - APIC Examples

7 BUSINESS RESULTS

As has been amply discussed in the preceding
pages of this application, ARDEC’s recent
restructuring has  significantly altered its
organizational landscape, principally driven by
the imperative to provide ever increasing levels of
customer satisfaction in a complex and highly
fluid business environment. Our past quality
journey and intense external scrutiny occasioned
by our prior Baldrige award applications has
sensitized us to the reality that we often measured
much, analyzed little and were often unresponsive
to information flows and business outcomes. In
that light, the Army’s ‘“corporate” decision to
adopt the Balanced Scorecard approach has
proven to be a Dbeneficial improvement
opportunity for us. We now recognize the vital
few measures that constitute the most impactful
relationship (from a results standpoint) to where
we seek to be in 2009.

Our first true Balanced Scorecard has reduced our
metrics set from 115 measures to 25 high-level
indicators. These measures are our core business
results, clustered about the  scorecard’s
dimensions of stakeholder, business processes,
learning and growth and resources, the latter area
retaining its dashboard measure construction
during the early stages of our new organizational
alignment. Building on these four dimensions,
five major strategies and 25 metrics, there are a
series of action underlying objectives that drive
this results-focused organization.

Our strategies include a greater reliance upon
cutting edge technology in our product
development efforts (P3), a stronger interaction
with our external environment due to greater
recognition that this century’s emerging and
highly sophisticated technologies demand broader
and closer collaboration (P3), an imperative to
husband our taxpayer owned resources to leverage
their economic value to the hilt (P1), the premium
that this information-driven society places on
speed of development and execution (Cl), and
lastly the need to attract and retain a world class
workforce to sustain outstanding organizational
performance (L1).

In some instances we are venturing into uncharted
waters as the deployment of the Balanced
Scorecard concept forces us to define cause and
effect relationships over the envisioned five year
period. The scarcity of some of the baseline and
trend data shown in this section only reinforces
our trail blazing posture. In other instances, the

trends and baseline are continuations of prior
dashboard metric systems we have employed,
differentiated now by the correlation to
measurable end states we seek to attain by the
year 2009.

7.1 Customer-Focused Results.

7.1a Customer-Focused Results.

7.1a(1). Customer Satisfaction and
Dissatisfaction. Our quality journey, now
spanning over a decade, has employed this metric
as our guiding star throughout this period. It has
become one of our 25 Balanced Scorecard
metrics.

BSC Target: One Yr, FYDS - 3.7; Two Yr —3.75, FY07 Five Yr - 3.8, FYO?
4T
ﬁ(}ood

351
34
257
2+

RATINGS
~
in

FY99 FYO0O FYOD1 FYo2 FYD3 FYO04
AVG AVG AVG AVG AVG YTD

Il ARDEC Avg. ] Competitor 1 [[] Non Gov R&D Co. A
—&— BSC Target l:l Competitor 2 l:l Non-Gov R&D Co. B

Figure 7.1-1 Customer Satisfaction Ratings

Good

Spike - major new customers added B

tomt
& =
o 4 l Spike when ARDEC reorganized
= 3
w
52 %
w
5 o
3
FY98 FY99 FY00 FYO1 FY02 FY03 FY04
I %0 Unsatisfied YTD
—i— Goal

$- Stretch Goal

Figure 7.1-2 Unsatisfactory Customer Ratings

Figure 7.1-1 Our centralized quarterly customer
rating (4 point scale) shows our high level and
continued growth in overall customer satisfaction.
This performance is contrasted with a major
competitor. Our survey scale is: four (4) for
exceptional, three (3) for fully satisfactory, two
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(2) for marginal and one (1) for unacceptable.
Customer ratings lower than 3 are unsatisfactory.

Figure 7.1-2 The percent unsatisfied reflects the
number of numeric ratings less than 3 compared
to the total number of numeric ratings received.
Although there has been a slight spike as we have
reorganized, unsatisfied ratings remain below 1%.

7.1a(2). Customer Perceived Value. The
realities of the defense business are consolidation
and paradoxically, increased competition.
ARDEC does not enjoy a monopoly as an
armaments supplier — we are extremely conscious
of that fact, thus our strategy to dominate our
market. Customer loyalty, while not an explicit
Balanced Scorecard metric, is an important
secondary indicator that provides real time signals
in support of that goal.
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Figure 7.1-3 Customer Loyalty, Retention

Figure 7.1-3 Our highest level (4) on our quarterly
survey includes input for repeat business and
positive referral.
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* Percent of ARDEC Tech Base
Funding in 83TO
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Figure 7.1-4 Tech Base Funding in STOs

Figure 7.1-4 ARDEC’s technology base funding
placed in approved Science and Technology
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Objectives (STOs) is an endorsement by the
Department of Army, the warfighter and the product
developers that they are committed to the products
that ARDEC develops. Our percentage is one of the
highest in the Army and has been over 90% during
five of the last six years.

7.2 Product and Service Results. Product and
service results are linked to the ARDEC vision “Our
Products Radically Re-define Warfare, Enabling the
American War Fighter to Dominate the Battlefield”.
Our results clearly validate world-class status in the
Armaments community. Below are some of our
products segmented by product line. The overall
capabilities demonstrate significant increases;
however, in some cases the reported results are
classified. Comparison in the charts is made to
multiple competitors’ products of both known
foreign military and U.S. Defense organizations.
Exact performance values are omitted to protect
classified or company private information.

REMOVED FROM PUBLIC RELEASE
VERSION

7.3 Financial and Market Results. ARDEC is
committed to reduce costs to our customers and
taxpayers. We work diligently to increase our
value to our customers by not only providing
world class products, but also conscientiously
containing costs by keeping our labor rates
competitive and aggressively pursuing
efficiencies through our Value Engineering
program.
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Figure 7.3-1 FY99-FY04 Revenue Analysis

Figure 7.3-1 ARDEC’s revenue from both
traditional (within DoD) and non-traditional (outside
DoD) customer segments continues to increase while
we continue to contain costs and show a healthy
amount of surplus to carryover to the next year.
Because of the delayed nature of congressional
funding at the start of a fiscal year, a surplus
provides the cushion to continue normal operations.

Savings $M)
oBEBBELBE

FYO5 FYD6 FYO7 FY98 FY99 FYOO FYOl1 FYD2 FYO3 FYO4

H Customer Man Yr Cost Avoidance
Figure 7.3-2 Man Year Cost Avoidance

Figure 7.3-2, 3 Two key areas of cost to our
customers are our labor costs and the cost to produce
our products. ARDEC has worked systematically to
reduce costs to our customers. Cost avoidance is the
difference between projected costs without
improvements and actual cost. We have consistently
shown labor cost avoidance during a ten year period.

Our downward trend in labor expenditures in FY03
was due to a variety of causes chief among them
strategic investments in long term capital
improvements.

1000%

900% T
300% T Good ﬁ
T00%
600 % —

500% T
400 %o

THQs Savings Goal (100%i)
300% +

200% T
100% T
0% -

% To Savings Goal

FY?8 FY?9? FYO0D FY0l FY02 FY03 FY04
% Of Goal — Linear (% Of Goal)

Figure 7.3-3 Value Engineering Savings

Figure 7.3-3 illustrates cost savings/avoidance in
products by applying efficiencies. Application of a
fully deployed Six Sigma program has resulted in
large savings in FYO03 of $55.3M and in FY04 of
$67.3M. Our Value Engineering (VE) program has
consistently far exceeded its external HQ’s goal
(dashed line). The HQ’s goal is 1% per year of total
dollars allotted.

Our VE program has recently been recognized by
the Army Field Support Command as one of the
services’ best VE programs. In addition, ARDEC’s
VE work contributed significantly to the Program
Executive Office (PEO) for Ammunition’s
recognition as DoD Organization of the Year for the
Army.

160 1 = Good @

140 ] —

120

100 -
80 -
60 -
40 -
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0 - . . . .

FYm FYo02 FY03 FY 04

Thousands of $ ($K)

B ARDEC @ Competitor 1 [J Comp etitor 2

Figure 7.3-4 ARDEC Man Yr Cost Vs.
Competitors

Figure 7.3-4 Of our two major competitors,
ARDEC’s man-year cost to our customers has
consistently been the lowest realizing economic
value to our customers. ARDEC has additional
on-going initiatives to contain or lower costs as
well.
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Figure 7.3-5 Tech/Revenue Sources

Figure 7.3-5 Cooperative  Research  and
Development Agreements (CRADAS), Science and
Technology Objectives (STOs) and Small Business
Innovative Research (SBIRs) programs that are
technology transferring or revenue generating
illustrate market place performance.

- CRADAs are written legal agreements between
one or more federal laboratories and one or more
non-federal parties (non-traditional
customers/partners) under which the Government,
through its laboratories, provides personnel,
facilities, equipment or other resources with or
without reimbursement (but not funds to non-
federal parties). The non-federal parties provide
personnel, facilities, equipment, services, other
resources and funds to conduct specific research
or development efforts that are consistent with the
agency’s mission.

- SBIRS are contracted efforts with small businesses
(non-traditional customers/partners) in response to
Army needs.

- STOs are the highest priority efforts in the
Army Science & Technology (S&T) program. A
STO states a specific, measurable (by technical
readiness levels), major technological
advancement to be achieved by a specific fiscal
year. STOs are also used to focus and stabilize
Army S&T funding. All three are exploratory
ventures which may or may not result in exploitable
technology for future products or a revenue return.
This is a Balanced Scorecard measure and only
baseline data and projections are shown.
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Figure 7.3-6 Share Army Lethality Funding

Figure 7.3-6 There is a limited amount of Army
Science and Technology Funding. This drives a
new Balanced Scorecard measure, ARDEC
funding vs. our two technology competitors. Base
line, Army projections, and ARDEC’s targets are
shown. We seek to provide more compelling
research concepts to increase the Army’s and
ARDEC’s share of this foundational business
area. This funding represents approximately 20%
or less of our DoD revenue shown in Figure 7.3-1.
To achieve our strategic outcome of dominating
the Armaments market, we defined this metric
and its growth as a key BSC measure.

7.4 Human Resource Results. The
Balanced Scorecard dimensions of Learning and
Growth and Resources serve to underscore the
criticality of employing, motivating, and nurturing
high quality, skilled associates. Twenty-five % of
our balanced scorecard metrics focus exclusively
on these human resource measures based on the
need to satisfy our key strategy of maintaining
and growing a technically competent workforce.
Training, mentorship and professional
development are vital ingredients in the ARDEC
recipe for career development. We segment our
employee survey in multiple ways (ethnicity,
gender, career program, newly hired) but have
found over time that there are no significant
differences in these segments (except for new
hires).

Because of the importance that our newly hired
employees (interns) provide to our challenges and
success, the differences in survey responses are
reviewed separately. On several questions the
interns reported a decline in positive responses that is
significant. The intern workforce is relatively small
(17%), but key to ARDEC so we take this situation
seriously regardless of the number of interns

U.S. Army Armament, Research Development & Engineering Center (ARDEC)

C-35

US ARM




Appendix C

working with us. Figures 7.4-5, 7.4-7, 7.4-8 through
10, and 7.4-12 and 13 are all results collected via the
employee survey.

7.4a(1) Work System Performance and
Effectiveness.

25 7
Good

20 +

15 +
Parity: 9.7%

10 +

5 4
0 A :

FYO02 FYO03 FY04 YTD

05 of Females Recruited

Figure 7.4-1 Female Recruitment

Figure 7.4-1, 2 Diversity in the workforce provides
different ideas, cultures and thinking. These figures
track and illustrate our minority recruitment
improvement. Parity is shown as the percent of
targeted group within our population at the

* Based on on-board, reporting dates, and
pending offer acceptances
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Figure 7.4-3 Engineering/Scientist New Hires

Figure 7.4-3 This figure supports one of our
Balanced Scorecard objectives and is part of the
measure of ratio of job offers to acceptances (see
Figure 7.5-10. This directly supports one of our
challenges and success factors of maintaining and
growing our workforce.
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Figure 7.4-4 Intern Loss Rate

Figure 7.4-2 Minority Recruitment

Figure 7.4-4 In FYO0O it became apparent that the
intern workforce turnover was running at an
unacceptable rate. The ARDEC Cohort Team
efforts are an extension of our Human Resource
work system. In FYO1 this team began intensive
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Figure 7.4-5 Leadership
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studies to determine what actions could be taken to
reverse the turnover trend and then took appropriate

corrective action. Details of the studies are available 7.4a(2) Employee Learning and Development.
on site.
100 - AN
Figure 7.4-5 Leadership metrics measure our TS
workforce’s perception of leadership performance. A 80 1 @
drop has recently occurred in the positive responses. = Cood ﬁ
This is attributed to the massive change that occurred = LS H—C/.—.
because of the reorganization. & o
B~ Good ﬂ
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organization |51.3%  [33.0% [48.5% 30.2%
because of the X A X L.
reorganization Figure 7.4-7 ARDEC provides effective training so
f%RDEC will that employees can perform their jobs at a high level
1ave more 1
e e e T e S eree of performance. This figure represents the
e effectiveness of employee learning and growth and
‘Workgroups shows a continued positive trend in the Climate
L . . . Survey ratings. ARDEC significantly exceeds the
Lot RSN B 37.3% 23.2% Department of the Army-wide (DA-wide) average
e i d exceeds the C A benchmark. An
Prond to be @ ratings and exceeds the Company enchmark.
member of additional Balanced Scorecard measure gauging the
ARDEC 11.0%  [85.3% |[9.3% 87.9% percent of required five year competencies/skill sets
sustained on-board is currently under development.
Figure 7.4-6 Sensing Survey Results

7.4a(3) Employee Well-Being, Satisfaction,

Figure 7.4-6 Our Sensing Survey tool is used to Dissatisfaction.
directly measure the effect of changes that occurred
during our major reorganization across the BSC Target: Positive responses
workforce. Two surveys have been instituted: one 70% or Better
during the reorganization in January 2004 and one in LA
June 2004. Even in the limited time span of six 30 - Guodﬁ
months the positive responses have increased - ﬁ
between surveys. A large portion of respondents still & 60
remain undecided on some of the teaming and & 40
process issues, however respondents B Good @
overwhelmingly indicate they are proud to be a w1g B O o o o o
member of the ARDEC workforce. 0 . . . . . . .
FY98 FY99 FY0O0 FYO1 FY02 FY03 FYD4
YTD
—@—Positive [0 Negafive —— Imterns
Figure 7.4-8 Employee Well-Being
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Figure 7.4-8 shows a composite of the responses to
twelve questions on the quarterly Employee Climate

Survey.
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Figure 7.4-10 In an effort to foster innovation and
cooperation, participation on teams has greatly
influenced overall job satisfaction ratings. Our
cross-functional teams provide opportunities to learn
new skills that encourage employees to achieve their
full developmental potential. The decline in YTD
FYO04, especially with the interns, is attributed to our
reorganization.

Figure 7.4-9 Job Satisfaction

Figure 7.4-9 breaks out job satisfaction as a specific
entity. This composite is designed to summarize the
current levels and trends in key indicators of
employee well-being, satisfaction and
dissatisfaction. Since FY98 the trend has shown
continuous improvement, though in recent years the
magnitude of improvement has been statistically
minimal. This marginal level of improvement is
attributed to a number of factors, most significant is
that a number of externally influenced
reorganizations and our commercial activities study
contracted out part of our workforce and eliminated
jobs. The slight downward trend in FY03 and YTD
FYO04 is attributed to preparation for our massive
reorganization. A sensing survey to specifically
monitor this situation is being used with associated
actions to reverse this trend (survey results in Figure
7.4-6).
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Figure 7.4-11 Average Cash Awards

Figure 7.4-11 ARDEC uses rewards and recognition
to encourage a quality culture and to support our
team-based environment. Over 80% of employees
receive some type of monetary award. Those
employees that contribute to the most important
goals of ARDEC receive awards at least twice that
of the remainder of the workforce.
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Figure 7.4-12 A Good Job Is Recognized

Figure 7.4-10 Participation in Team Efforts

Figure 7.4-12 This figure shows that employees are
being recognized when they do a good job. Ratings
are improving and remain significantly above the
Department of Army-wide (DA-wide) average.
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7.5a(1). VCP and
Effectiveness.

Supplier/Partner

Figure 7.4-13 Effective Communication

Figure 7.4-13 Effective communication is vitally
important to the overall well being of any workforce.
During FYs 98-00, the low response ratings given to
the statement “Important information is
communicated to me on time” were of great concern
to the ARDEC leadership. The Motivation PAT was
tasked with improving this area and as noted in
figure 7.4-14 there is marked improvement in the
general workforce satisfaction ratings since the
implementation of a workforce communications plan
in FY00. A slight increase in negative responses and
lower positive responses is attributed to our
reorganization. Intense efforts such as ARDEC’s
Strategic Communications Plan to communicate
organizational change continue in an attempt to
reverse this trend. The positive response
significantly exceeds the Company A benchmark.

7.5 Organizational Effectiveness Results. The
BSC is serving as an alignment tool in focusing
the resources and energy of ARDEC such that we
realize our strategic goal of dominating the
world’s armament market. We have targeted such
areas as our Army’s Science and Technology
funding allocations (metric P3.4.1 and P3.3.1)),
the composition and quality of our capital
equipment and facilities complement (metric
L1.1.1), the mission critical product introduction
and standardization cycle time expectations
(metric P3.2.4, P3.2.2, P3.2.1 and Cl1.1.1), our
absolute and relative fiscal posture (metrics
P1.1.1, P1.2.1, P3.2.3, P3.4.1) and the outreach to
our external environment (metrics L1.2.2, P3.1.1,
P2.3.4, P2.3.3, P2.3.2, P2.2.1, P2.1.1 and C1.2.1)
as the key business results which will move us
from being a highly visible and important player
to one whose capability is universally recognized.
While many of these metrics are still ‘under
construction’, this section shows a sampling of
these new metrics and others which are collected
by the process owners.
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Figure 7.5-1 Cost Key Measure
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Figure 7.5-2 Schedule Key Measure

Figures 7.5-1,2,3 Our key business measures,
Balanced Scorecard measures (Program Baseline
Cost, Schedule and Performance Objectives) and
a key performance measure of our IPT Value
Creation Process are cost, schedule and
performance. The three charts (figures 7.5-1,2,3)
show our customer’s perception of ARDEC’s cost
effectiveness, timeliness (schedule) and quality
performance based on our quarterly customer
survey four point scale. Comparative data is
provided in Figure 7.1-1, but is not broken out in
the figures below because our competitors do not
share detailed information, only overall averages.
Revenue is shown to illustrate our customer’s
affirmation of our performance. Performance
against our key measures has greatly improved.
Our IP process is moving toward a quantitative
method for determination of C-S-P in the future.
In FYO03, our cost ratings significantly exceeded
the Company B benchmark.
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Figure 7.5-3 Performance Key Measure

Fiscal Year Cost Benefit (8M)

FYO01 b 37.76

FYO02 $ 1511.43

FYO03 $ 670.12

FY04 (YID) $ 10143
Total : § 2320.74M
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Figure 7.5-6 Sports and Fitness Center

Figures 7.5-6 and 7 depict supplier/partner
performance. The illustrated Contracting Center
and Sports and Fitness Center at Picatinny are
suppliers. Cycle time is shown in Figure 7.5-7.
Through intensive process improvement efforts
such as Alpha contracting and electronic

Figure 7.5-4 Six Sigma Cost Savings

Figures 7.5-4, 5 Six Sigma is used by Tiger
Teams that work on both Value Creation and

Green | Green Black Black Master

Trained | Certified | Trained | Certified | Black
FY01 | 89 30 11 4 0
FY02 | 173 23 12 3 1
FY03 | 157 120 19 14 2
FY04 | 135 36 13 6 1
(YTD)
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Figure 7.5-7 Contracting Cycle Time

Figure 7.5-5 Six Sigma Training

Support processes to define, measure, analyze,
improve and control processes. ARDEC has
made a corporate commitment to Lean Six Sigma
to embed continuous improvement and innovation
in our culture. Although our process
improvement activities yield numerous
effectiveness and efficiency results (customer
work year rates (Figure 7.3-2), product cost
avoidance (Figure 7.3-3), base operations cost
mitigation (Figure 7.5-9)), Six Sigma continues to
be a shining star as shown in Figure 7.5-4.
Figure 7.5-5 shows our increasing number of
employees trained in Six Sigma.

commerce, cycle time was brought down from an
average 265 days (FY94) to 145 days (FYO02 to
date), representing a 45% improvement. Figure
7.5-7 shows the dramatic increase in members and
visits to the Sports and Fitness Center. Award
money from prior Army competitions has been
provided to increase and upgrade the equipment.
Our surge in intern ranks, generally younger than
the medial workforce age, has also increased
utilization.

Also see Figures 7.3-5 and 7.3-6 which are VCP
Key performance measures.

7.5a(2) Support Process Effectiveness.
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BSC Target: Achieve 110% of
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Figure 7.5-8 Patents

Figure 7.5-8 shows the number of patents awarded
per 100 S&E employees. Although patents are not
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considered in themselves a ‘key’ support process,

Figure 7.5-10 Acceptances to Job Offers

patents are one of our Balanced Scorecard metrics in
support of our strategic objective to enhance
ARDEC's international recognition/reputation as the
leader in armaments technology.

Figure 7.5-10 shows another Balanced Scorecard
metric support process key requirement and
measure for Human Capital. This figure shows
the ratio of job offers to acceptance as we work to
replenish our workforce.

7.5a(3) Measures of Organizational Strategic
and Action Plans. Results for seven of the
twenty-five key measures are contained in
Sections 7.1, 7.3, 7.4 and 7.5.
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Figure 7.5-9 Operating Costs Offset

Figure 7.5-9 shows a Balanced scorecard metric
which is also a support process (Facility/Equipment)

Figure Number | BSC Measure
7.1-1 Cl.2.1
7.3-5 P2.2.1
7.3-6 P34.1
7.4-8 L1.4.1.1
7.5-8 P2.3.4.1
7.5-9 P2.2.1
7.5-10 L1.3.1.1

key requirement and measure. This figure shows

Figure 7.5-11 Seven Key Measure Results

our targets to offset base operation costs through
FY12 by dollars or value generated by our
Enhanced Use Leasing.

Figure 7.5-11 shows the figure number and the
BSC measure (Customer, Process, Learning or
Resource) tag for each BSC measure illustrated in
Section 7. All our BSC measures have associated
action plans.

7.6 Governance and Social Responsibility.
ARDEC works within a highly regulated
framework of federal rules and regulations. In
many cases, governance or compliance is ensured
by a system of checks and balances with internal

U.S. Army Armament, Research Development & Engineering Center (ARDEC)
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and external audits. ARDEC internally has both
an Inspector General (IG) office as well as
Internal Review and Audit Compliance (IRAC)
office, both of whom conduct internal audits and
coordinate external audits.

of reportable fraud. The card purchase volume for
FYO04 year to date (3Q) was over $5.7 M.

7.6a(2) Ethical Behavior/Stakeholder Trust.

FY01 | FY02 | FY03 | FY04
YTD

Total Competed Internal Audits 17 32 31 25
Number of Audits w/o Findings 14 18 26 23
Number of Findings 3 25 5 16
Percent of Corrected Findings 100% | 100% | 100% | 100%
Number of Material Weaknesses 0 0 0 0
Total Completed External Audits 7 3 3 1
Number of Audits w/o Findings 6 3 3 1
Number of Findings 1 0 0 0
Percent of Corrected Findings * N/A | NJA | NA
Number of Material Weaknesses 0 0 0 0

Most Can Can't Be Too
be Trusted Careful with
Them

People Who Run 75% 22%
Small Businesses

Military Officers T3% 24%
CEOs of Large 23% T73%
Corporations

Car Dealers 15% 81%

Figure 7.6-3 Stakeholder Trust

Figure 7.6-1 IRAC Audits

Figure 7.6-3 shows the results of a July 2002 USA
Today/Gallop Poll. Military officers are in senior
positions both within Army and ARDEC and have
a great influence over our business and its
compliance.

7.6a(1) Fiscal Accountability Figure 7.6-1 shows
the results of our internal audits conducted by our
Internal Review and Audit Compliance office plus
external audits. Audits result in: findings
(considered minor), material weaknesses (major
or systemic problems), or none. Audits are
conducted on a variety of subjects with the
majority on fiscal accountability. The one
external finding in Figure 7.6-1 was addressed to
ARDEC, but the recommendations made were
directed at higher headquarters.

FY01 | FY02 | FY03 | FY04
YTD
Number of Instances of 0 0 0 0
Government Purchase Card Frand
Reportable Ethics Violations 0 0 0 0

Figure 7.6-4 Fraud/Ethics Violations
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Figure 7.6-4 The second credit card used by
ARDEC is the IMPAC Government Purchase
Card (GPC) for office supplies, and one time
services. All purchases for each card holder must
be approved by an “Approving official”. There
have been no instances of fraud by credit card
holders or approvers and no reportable ethics
violations in any of the actions of our employees.
We had $34M of purchases using this program in
FYO03.

Figure 7.6-2 Travel Card Delinquencies

Figure 7.6-2 shows travel card delinquencies.
We closely track delinquencies in travel card
payments and take prompt action to ensure
accounts are paid. 100% of delinquent accounts
are eventually paid. There have been no instances

FY01 | FY02 | FY03 | FY04
YTD
Personnel Grievances
Filed 4 1 3 6
Settled 3 1 1 1
Denied 1 2 2
Pending 3
Equal Opportunity Complaints
Number of Complaints ) 1 1 2
Number Resolved 2 1 1 1
Number Pending 1
Number of Findings of 0 0 0 0
Discrimination

Figure 7.6-5 Grievances and Complaints
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Figure 7.6-5 Most grievances arise from
misunderstandings or disputes that can be settled
promptly and satisfactorily on an informal basis at
the immediate supervisory level. However,
disagreements occasionally  arise among
employees that cannot be resolved at this first
level. A grievance procedure provides an avenue
to settle those disputes. A denied grievance means
that a grievance hearing official has decided that
the employee did not have a strong enough case to
prevail.

The desired outcome for complaints is resolution,
either informally or formally. The EEO Office,
with the involved parties, works to obtain a
solution that is agreeable to all concerned in order
to maintain a working environment that is
conducive to a productive and cohesive work
environment.

7.6a(3) Regulatory and Legal Compliance.

Appendix C

Figure 7.6-7 illustrates Quick Reaction
Assessments that are inspections not scheduled on
an annual basis but instead based on an identified
need on a specific topic. They are narrow in
scope and focused on a specific problem area.
Assistance Requests are requests for assistance,
complaints, or allegations of wrongdoing.
Corrective action is usually recommended for
both.

7.6a(4) Organizational Citizenship and
Support of Key Communities.

FY01 | FY02 | FY03 | FY04
YTD
Number of Contractual Actions 1856 | 1707 | 1862 | 1225
Value of Confracts $1.195B | §903M | $1.5B | $1.038B
Number of Protests 2 0 2 ]
Number of Protests Sustained 0 0 1
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Figure 7.6-8 Accident Rate

Figure 7.6-8 shows our employee lost time
accident rate. The Picatinny Safety Office helps
us focus on safety through organization safety
coordinators.

Figure 7.6-6 Contractual Legal Actions

Figure 7.6-6 The nature of ARDEC’s business
involves many contractual actions of high dollar
value, not including purchase card amounts.

We work diligently to follow contractual rules and
regulations. A protest is filed when a bidder feels
the rules or regulations have not been followed.

FYD1l | FY02 | FYO3 | FYD4
YTD
AMC Inspections 1 3 3 1
Number of Inspections wiv Findings 1 3 3 1
TACOM Inspections 1 0 1 0
MNumber of Inspections wio Findings 1 0 1 0
Quick Reaction Assessments f 3 5 2
Number of Recommendations 10 4 H] 4
Percent of Recommendations 100% | 100% | 100% | 100%
Implemented
Assistance Requests 52 44 g0 102
Number of Recommendations 40 35 a0 T
Percent of Recommendations 100% | 100% | 100% | 100%
Implemented

80 T T T
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Figure 7.6-9 CFC Campaign

Figure 7.6-7 Inspector General Inspections

Figure 7.6-9 Our employees give back to the
community through their support of our annual
charity drive — The Combined Federal Campaign.
We benchmark our results with another large
federal facility in our state. This generosity was
recognized by an award from the United Way for

U.S. Army Armament, Research Development & Engineering Center (ARDEC)
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the total number of participants and the amount of
their contributions.

FY02 FY03

Annual Donations to Army $6.121 $7.116
Emergency Relief Fund
Leave Transfer Donations 4,811 hrs 4,974 hrs
Volunteer Time Donated 6,803 hre | 10,680 hrs
Number of Donations

Toys for Tots 162,127 205,355

Warm Hugs Blanket Drive 220 780

Figure 7.6-10 Donations

Figure 7.6-10 shows other ways our employees
support the community.

FY02 | FY03 | FY04
YTD

(3%
)
(=]

Number of Tnstances of Complaints
by the Community

Figure 7.6-11 Public Complaints

Figure 7.6-11 shows the number of community
complaints. Picatinny, where the majority of our
employees work, is in densely populated
northwest New Jersey. Many of our residential
neighbors are close, giving rise to noise
complaints related to the armaments testing we do
on site. This year weather with a number of
consecutive days of thick cloud cover has
contributed to the number of complaints. Sound
travels greater distances on these cloudy days.

U.S. Army Armament, Research Development & Engineering Center (ARDEC)
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- Appendix D - Army Award Programs

Army Communities of
Excellence Program (ACOE)

Introduction to ACOE

The Army Communities of Excellence
Program (ACOE) uses the Army
Performance Improvement Criteria
(APIC) as the basis for evaluation and submission in the ACOE
award competition. ACOE focuses on improvement in services
and facilities, in working and living conditions and the
environment. The result is renewed sense of pride and
accomplishment in every member of the community. The
byproduct of this program is designed to increase performance
and productivity as the Army focuses its resources toward the
common goal of readiness. Installation management supports
the readiness of our fighting forces and its concepts are an
integral part of the APIC.

The appendix is to be used as guidance for installations to
additionally focus on activities that are not defined by the
criteria in its present form.

The following installation management system and supporting
reports/results have been emphasized in the appendix.

Activity Based Costing (ABC) Item 4.1/Page D-2: Activity
Based Costing is a requirement to participation in the ACOE
Award program and many questions have come about on how to
demonstrate the use of ABC in the ACOE application. At a
minimum, the submission should address one Item within the
criteria that demonstrates the installations’ efforts in ABC.

The following databases contain data that are critical elements
to different reports delivered to higher headquarters for
decisions that effect the operations of installations. The intent is
to understand use of the databases and to focus on the integrity,
accuracy and completeness of installation specific data to create
accurate reports for decision-making at installation and higher
headquarters.

= Real Property Plans and Analysis Systems (RPLANS)
Item 4.2 (Page D-2)

=  Army Station and Installation Plan (ASIP) Item 4.2 (Page
D-3)

= Real Property Inventory (RPI) Item 4.2 (Page D-3)

=  Geographic Information System (GIS) Item 4.2 (Page
D-3)

The guidance given focuses on the Items in Category 4.0 of the
criteria and should prompt the installation to include specific text
on how these systems are handled along with all other data systems
controlled by the installation.

please contact:

Headquarters, Installation Management Agency
Commercial Phone: (703) 602-2748
DSN: 332-2748

Email: rosye.faulk@hqda.army.mil

IMA Contact Point

For further information on eligibility requirements, application procedures and the ACOE Award Criteria,

Army Communities of Excellence Program Manager

URL: http:/lwww.hqda.army.mil/acsimweb/ops/ops.shtml

ARM
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Activity Based Costing

Guidance for understanding how ABC is used within the community is included in Item 4.1 a. (2). It is incorporated
within the criteria item to demonstrate how and where ABC could be addressed as an element of the criteria.

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

The Measurement, Analysis and Knowledge Management Category examines HOW your organization selects, gathers,
analyzes, manages, and improves its data, information, and KNOWLEDGE ASSETS. Also examined is HOW your
organization reviews its performance.

4.1 Measurement, Analysis, and Review of Organizational Performance (45 pts.)

Describe how your organization measures, analyzes, aligns, reviews and improves its PERFORMANCE at all
LEVELS and in all parts of your organization.

Within your response, include answers to the following questions:
a. Performance Measurement

(1) How do you select, collect, align, and integrate data and information for tracking daily operations and for tracking
overall organizational PERFORMANCE including progress relative to STRATEGIC OBJECTIVES and ACTION
PLANS? What are your KEY organizational PERFORMANCE MEASURES? How do you use these data and
information to support organizational decision making and INNOVATION?

(2) How is Cost Management/Activity Base Costing (ABC) data used to support operations and installation/
community management decision making?

(3) How do you select and ensure the EFFECTIVE use of KEY comparative data and information to support operational and
strategic decision making and INNOVATION?

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

b. Performance Analysis and Review

(1) How do you review organizational PERFORMANCE and capabilities? How do your SENIOR LEADERS participate in
these reviews? What ANALY SES do you perform to support these reviews and to ensure that conclusions are valid? How do
you use these reviews to assess organizational success, competitive performance, and progress relative to STRATEGIC
OBJECTIVES and ACTION PLANS? How do you use these reviews to assess your organization’s ability to rapidly respond
to changing organizational needs and challenges in your operating environment?

(2) How do you translate organizational performance review findings into priorities for continuous and breakthrough
improvement and into opportunities for innovation? How are these priorities and opportunities deployed to work group- and
functional-level operations throughout your organization to enable EFFECTIVE support for their decision making? When
appropriate, HOW are the priorities and opportunities deployed to your suppliers and PARTNERS to ensure organizational
ALIGNMENT?

Notes: Refer to the notes for Item 4.1 in the body of the APIC criteria

A IC D-2
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RPLANS, ASIP, RPI and GIS

Note N3 gives guidance to which data/reports/databases need to be considered when reviewing the installations
information management capabilities. Emphasis is specific here as these data areas feed into specific reports such as
the Installation Status Report (ISR) used at higher headquarters. It is also a decision support tool that can improve
management and decision- making for Garrison Commanders.

4.2 Information and Knowledge Management (45 pts.)

Describe how your organization ensures the quality and availability of needed data and information for employees,
suppliers and PARTNERS, and CUSTOMERS. Describe HOW your organization builds and manages its
KNOWLEDGE ASSETS.

Within your response, include answers to the following questions:
a. Data and Information Availability

(1) How do you make needed data and information available? How do you make them accessible to employees, suppliers
and PARTNERS, and CUSTOMERS, as appropriate?

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

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

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

b. Organizational Knowledge Management
How do you manage organizational knowledge to accomplish
= the collection and transfer of employee knowledge

= the transfer of relevant knowledge from and to CUSTOMERS, suppliers, and PARTNERS.
= the rapid identification, sharing, and implementation of best practices

c. Data, information, and Knowledge Quality
How do you ensusre the following properties of your data, information, and organizational knowledge::
= accuracy
= integrity and reliability
= timeliness
= security and confidentiality

Notes:

N1. Data and information availability (4.2a) are of growing importance as the Internet, e-business, and e-commerce are used
increasingly for business-to-business and business-to-consumer interactions and as intranets become more important as a
major source of organization-wide communications.

N2. Data and information access (4.2a[1]) might be via electronic or other means.

N3. (4.2c) should address key installation databases such as RPLANS, ASIP, RPI and GIS.
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Army Performance Excellence Award
(APEA)

Background

The Army Performance Excellence Award (APEA) was
established as the Army’s capstone award program, in August
2003. The APEA program is managed and administered by the
Headquarters, Department of the Army. The program is open to
all Army organizations, installation and non-installation. The
APEA, as the capstone award program, does not replace any
Army functional award program such as the Army Communities
of Excellence (ACOE) or other MACOM award program. The
process or pathway by which those organizations, whose
applications are submitted to those Army functional award
programs, may participate in the APEA program is depicted in
the Figure on page D-6.

The APEA also serves as the single Army conduit by which any
Army organization may participate in any non-Army
performance excellence award program, such as the Malcolm
Baldrige National Quality Award (MBNQA) program
administered by the National Institute of Standards and
Technology (NIST). The Army Performance Improvement
Criteria (APIC) provides the framework for the APEA award
process.

Award Program Purpose

The Program:

o Recognizes Army organizations that improve their overall
performance and capabilities. The organizations
demonstrate a sustained trend in providing high-quality
products and services, resulting in effective use of taxpayer
dollars;

e Promotes sharing of the best management techniques,
strategies and performance practices among all Army
organizations, as well as other government agencies and the
private sector;

o Provides a model for organizations to assess their overall
performance in delivering continuous value for customers;
and

o Provides a systematic, disciplined approach to change by

providing a framework or tool for conducting assessments,
analysis, training and performance improvement planning.

APIC

The Program’s Awards

The APEA includes three award levels: Gold, Silver, and
Bronze. Recognized high-performing Army organizations will
receive these awards on an annual basiswWinners of the Army
Performance Excellence awards demonstrate mature approaches
to performance excellence that are well deployed throughout
their organizations. They have documented world-class results
and sustained performance improvement over several years.

The Army Performance Improvement
Criteria

The Army Performance Improvement Criteria (APIC) are
closely aligned with the Malcolm Baldrige National Quality
Award Criteria (MBNQA), with several modifications to reflect
the Army environment. The close alignment with the MBNQA
promotes cooperation and exchange of information between
public and private sector organizations, and sets the same high
standards of excellence for both Army and business.

Organization Eligibility and Process

Basic eligibility requirements are covered in detail in the APEA
Program Guidance in the Eligibility & Awards Category
Chapter. All organizations meeting the minimum employee
requirements are eligible to submit to the APEA Progam. Army
installations that are eligible to compete in the ACOE program
will continue to follow the guidance provided by the Assistant
Chief of Staff, Installation Management and HQ Installation
Management Agency (IMA). Non-installations will submit their
applications through their MACOM point of contact.
Depending on total number of applicants, a maximum amount
may be imposed to each MACOM.

Each organization applying for the APEA Program is required
to provide three trained APIC examiners for the annual Board
of Examiners the Fall of 2005.

Review and Evaluation Process

e Board of Examiners: Ateam of examiners convene to
review and score applications

e Site Visits: Applicants selected by Board of Examiners
receive site visits

e Judges Panel: Final selections for APEA Program



Board of Examiner Responsibilities

The Board of Examiners evaluates applications and prepares
feedback reports. This Board will convene sometime in the fall
of this year. Examiners are also expected to participate in site
visits for selected applications, following the Board review.
Examiners visit the site for purposes of clarification and

verification of issues found during the Board evaluation process.

Feedback Reports

Each applicant receives a feedback report at the conclusion of
the Board of Examiners review process. The feedback report is
a written assessment by an evaluation team of quality experts.
Strict confidentiality is observed at all times during the
application review and feedback.

The feedback report contains an applicant-specific listing of
strengths and opportunities for improvement based on the
Criteria. Feedback reports help organizations focus on their
customers and improve overall performance. Feedback is one
of the most important parts of the APEA Program process; it
provides a pathway for improvement.

Appendix D
Site Visits

Site visits clarify information and verify significant strengths
and oportunities for improvement identified in the application as
well as deployment of practices.

Judges Panel

Based on the results of the site visit feedback, a panel of
independent judges selects the winners for the three APEA
awards: Gold, Silver, and Bronze.

Award Recipient Responsibilities

Award recipients are required to share information on their
successful performance and quality strategies with other
organizations. APEA Program recipients are committed to
improve competitiveness and further the Army’s pursuit of
performance excellence. Their efforts can encourage other
organizations in all sectors of the Army to undertake their own
performance improvement efforts.

For more detailed instructions and information regarding the
APEA program, please consult the APEA program guidance
manual published separately.

Criteria, please contact:

Office of the Chief of Staff, Army
Strategic Management & Innovations

Arlington,VA 22202
DSN: 327-1325 or 322-3843

Email: leadingchange@hqda.army.mil
URL: http:/lwww.hqda.army.mil/leadingchange/

HQDA Contact Point and Submission of Applications

For further information on eligibility requirements, application procedures and the Award

1550 Crystal Drive, Crystal Square 2, Suite 1001

Commercial Phone: (703) 607-1325 or (703) 602-3843

ARM




Appendix D

Il APEA Eligibility and Awards

Categories

The Secretary of the Army established the Army Performance
Excellence Award Program with a recommendation for an
annual $5M monetary recognition. A Panel of Judges selects
winners for each of the award levels based on evaluations of the
written applications and the results of site visits. A standard of
excellence is the ultimate criterion for selecting award winners.

Award Categories and proposed monetary awards :

GOLD: ($3M)
SILVER: ($1.5M)
BRONZE: ($500K)

General Eligibility

To apply to the Award Program, an organization must meet the
following conditions:

* Be part of the Department of the Army;

¢ Have no fewer than 100 full-time employees with waivers
considered,;

* Beautonomous, with its own defined mission; and

*  Provide products and/or services to customers
outside the organization or be an administrative or

support organization for a higher-level Army
organization.

Evaluation Process

Examiner teams from the public and private sectors evaluate the
applications and develop feedback reports. Points are assigned
to the written descriptions of each Criteria Item, based on the
scoring guidelines.

This graph depicts the channels through which Army
organizations submit applications for performance excellence
recognition. Army installations must submit applications
through the ACOE program, as instructed in the ACOE policy.
Non-installation organizations submit their application to the
APEA Program at HQDA through their MACOM. USAR and
NGB organizations that do not operate installations or
compete as ‘installations’ through the ACOE program, may
submit applications through the ARNG and USAR.

Dependent upon the number of potential applications to the
APEA program, as identified in Letters of Intent, MACOMS
may be required to perform a selection process so as not to
exceed the maximum number of applications imposed.

For more detailed instructions and information regarding the
APEA program, please consult the APEA program guidance

manual published separately.

Eligibility of Previous Award Recipients

The guidelines for previous award recipient’s eligibility is
as follows:

= Winners of the Gold award are not eligible to
compete for two (2) subsequent years. Silver and
Bronze winners are encouraged to reapply each year.

= An organization and any of its sub-components may
not compete in the Army Performance Excellence
Award Program during the same year (e.g., an
installation and one of its directorates).

Limitations of Submissions
This subject will be addressed annually in guidance from

Headquarters, Department of the Army. Limits will be set
to encourage organizations to select the best nominations.

Army Capstone

Army Performance
Excellence Award (APEA)

Army Communities

Non-ACOE
Eligible Organizations

of Excellence /
(ACOE)

MACOMS

ERETTRITi

7 IMA
REGIONS
Northeast
Northwest
Southeast
Southwest
Pacific
Europe
Korea

NGB  With
USAR Installations

Army

Communities

FORSCOM
USAREUR
TRADOC
8th Army
USASOC
AMC
USACE
SMDC
MDW

CID

SDDC
USARPAC
INSCOM
USARSO

Y

<4— FOAs
<4— Others

1221222202202

Non-Installation

Activities

The Army Performance Excellence Award Program is not
intended to substitute for internal agency organizational
assessments.

APIC

D-6

<+— NGB Without
<4— USAR |Installations




Appendix D
- Training Opportunities

“We cannot improve without training, we cannot plan without training.”

There are numerous training opportunities for organizations who seek a systematic approach to organizational self-assessment. The
Army Performance Improvement Criteria (APIC), a Baldrige-based criteria, provides the basis for the Army Performance Excellence
Award (APEA) Program. Each organization applying for the APEA is required to provide three trained APIC Examiners for
the annual Board of Examiners in the Fall of 2005.

Listed below are the Army’s premier training centers that provide quality APIC training. Encourage all organizations to visit the
associated web sites to coordinate training of your organization’s employees. Other certification programs will also qualify potential
examiners for duty at the Board of Examiners, e.g. Baldrige certification and other State Certification programs who utilize the
MBNQA criteria. Check with the APEA Program Manager for approval.

The National Guard Professional Education Center
(NGPEC)

Organizational Readiness Training Center

United States Army Logistics Management College
(ALMC)

Total Army Quality (TAQ) Education Program

Courses

Courses

Facilitator Course ORTC-010 Army Performance Improvement Criteria (APIC) ALMC-AA
Practitioners Course ORTC-030 Putting Customers First ALMC-PI
Consultant Course ORTC-050 Team Facilitation ALMC-TE
Strategic Planners Course ORTC-110 Whatever It Takes ALMC-WI
Performance Msmnt & Practical Appl (PMAPA) ORTC-200 TAQ Special Topics Seminars ALMC-ST

. . Four Roles of Leadership
APIC Examiners Certification Course ORTC-201 Changing Roles of Mgrs and Supv

Basic/Advanced Facilitator
APIC Self Assessment Course ORTC-202 Taking Charge of Change
i . What Matters Most

Strategic Readiness System Course ORTC-SRS Seven Habits of Highly Effective People ALMC-H7

Contact Information Contact Information
Program Director

Chief, ORTC

Comm: (501) 212-4623, DSN 962-4623,
Brian.Niday@pec.ngb.army.mil

Program Director,

Performance Improvement Curriculum

Comm: (804) 765-4762, DSN 539-4762, FAX — 4648
ellisp@lee.army.mil or tag@lee.army.mil

http://pub.ngpec.org

http://www.almc.army.mil/SED/TAQ

Mail: Commandant, National Guard Professional Education Center
Attn: Organizational Readiness Training Center (ORTC)

Camp Robinson

North Little Rock, AR 72118

COMM: 501-212-4626

DSN: 962-4626

Mail: Commandant, US Army Logistics Management College
ATTN: ATSZ-ZMD (TAQ)

Bldg P-12500

2401 Quarters Road

Fort Lee, VA 23801-1705

US ARM




Office of the Chief of Staff, Army
Vice Director of the Army Staff
Strategic Management and Innovations Branch
1550 Crystal Drive
Crystal Square 2, Suite 1001
Arlington,VA 22202

www.hqda.army.mil/leadingchange/APIC
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