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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 2006 APIC is based on the 2006 Malcolm Baldrige Criteriafor Performance Excellence, and is the strategic framework
for leading change and assessing performance recommended by AR 5-1. For 17 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) 117 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 B.

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.

U.S.Army Theme
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2006 APIC: Core Values, Concepts, and Framework

- Core Values, Concepts, and Framework

Criteria Purposes

The Criteria are the basis for conducting organizational
self-assessments, for making Awards, and for giving feed-
back to applicants. In addition, the Criteria have three
important roles

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

W to facilitate communication and sharing of best prac-
tices information among U.S. 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

B delivery of ever-improving value to customers and
stakeholders, contributing to organizational
sustainability

m improvement of overall organizational effectiveness
and capabilities

m organizational and personal learning

Core Values and Concepts

The Ciriteria are built on the following set of interrelated
Core Values and Concepts:

m 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 organizations.
They are the foundation for integrating key performance
and operational 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, including any volun-
teers, 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 stakeholders for the ethics, actions,
and performance of your organization 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
to 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 experience with your
organization. These factors include your organization’s cus-
tomer relationships, 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,
service errors, 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 on new or modified
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2006 APIC: Core Values, Concepts, and Framework

offerings, combinations of product and service offerings,
customization of offerings, multiple access mechanisms,
rapid response, or special relationships.

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 antici-
pating changes in the marketplace. Therefore, customer-
driven excellence demands awareness of developments in
technology and competitors’ offerings, as well as rapid and
flexible responses to customer, environmental, and market
changes.

Organizational and Personal Learning

Achieving the highest levels of organizational performance
requires a well-executed approach to organizational and
personal learning. Organizational learning includes both
continuous improvement of existing approaches and signifi-
cant 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 opportu-
nities to effect significant, meaningful change. Sources for
learning include employees’ and volunteers’ ideas, research
and development (R&D), customers’ 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

APIC 2

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.

Employees’ success depends increasingly on having oppor-
tunities for personal learning and on practicing new skills.
In organizations that rely on volunteers, the volunteers’ per-
sonal learning also is important, and their learning and skill
development should be considered with employees. Organi-
zations invest in employees’ personal learning through educa-
tion, 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
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, adaptive,
innovative, and efficient—giving your organization market-
place 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, including both paid employees
and volunteers, as appropriate.

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 partnerships also might
involve creating network relationships among your work
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units to improve flexibility, responsiveness, and knowledge
sharing.

External partnerships might be with customers, suppliers,
and nonprofit or education organizations. Strategic partner-
ships or alliances are increasingly important kinds of exter-
nal partnerships. Such partnerships might offer entry into
new markets or a basis for new products or services. Also,
partnerships might permit the blending of your organiza-
tion’s core competencies or leadership capabilities with the
complementary strengths and capabilities of partners to
address common issues.

Successful internal and external partnerships develop longer-
term objectives, thereby creating a basis for mutual investments
and respect. Partners should address the key requirements
for success, means 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 today’s ever-changing, globally competitive envi-
ronment demands agility—a capacity for rapid change and
flexibility. E-business requires and enables more rapid, flexible,
and customized responses. Organizations face ever-shorter
cycles for the introduction of new/improved products and
services, and nonprofit and governmental organizations are
increasingly being asked to respond rapidly to new or emerg-
ing social issues. 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 markets, organizations need to carry out stage-to-
stage integration (such as concurrent engineering) of activ-
ities from research or concept to commercialization or
implementation.

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 organization and marketplace.
Pursuit of sustainable growth and market leadership requires
a strong future orientation and a willingness to make long-
term commitments to key stakeholders—your customers,
employees, suppliers, 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, changes in community and societal expectations and
needs, and strategic moves by competitors. Strategic objec-
tives and resource allocations need to accommodate these
influences. A focus on the future includes developing em-
ployees and suppliers, accomplishing effective succession
planning, creating opportunities for innovation, and antici-
pating public responsibilities and concerns.

Managing for Innovation

Innovation means making meaningful change to improve an
organization’s products, services, programs, 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 depart-
ments; innovation is important for all aspects of your opera-
tions 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
critical 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 perfor-
mance management. Performance measurement should
include customer, product, and service performance; compar-
isons of operational, market, and competitive performance;
supplier, employee, cost, and financial performance; and
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, accomplishing change management, and com-
paring your performance with competitors’ or with “best
practices” benchmarks.
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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
comprebensive 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 citi-
zenship. Leaders should be role models for your organiza-
tion in focusing on ethics and protection of public health,
safety, and the environment. Protection of health, safety,
and the environment includes your organization’s opera-
tions, 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 antici-
pate adverse impacts from production, distribution, trans-
portation, use, and disposal of your products. Effective
planning should prevent problems, provide for a forthright
response if problems occur, and make available information
and support needed to maintain public awareness, safety,
and confidence.

For many organizations, the product or service 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. Effec-
tive design strategies should anticipate growing environ-
mental concerns and responsibilities.

Organizations should not only meet all local, state, and fed-
eral laws and regulatory requirements, but they should treat
these and related requirements as opportunities for im-
provement “beyond mere compliance.” Organizations
should stress ethical behavior in all stakeholder transactions
and interactions. Highly ethical conduct should be a re-
quirement of and should be monitored by the organization’s
governance body.

Practicing good citizenship refers to leadership and sup-
port—within the limits of an organization’s resources—of
publicly important purposes. Such purposes might include
improving education and health care in your community,
pursuing environmental excellence, practicing resource con-
servation, performing community service, improving indus-
try and business practices, and sharing nonproprietary in-
formation. Leadership as a corporate citizen also entails
influencing other organizations, private and public, to part-
ner for these purposes.

APIC ’

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, stock-
holders, suppliers, partners, the public, and the community.
By creating value for your key stakeholders, your organization
builds loyalty, contributes to growing the economy, and
contributes to society. To meet the sometimes conflicting
and changing aims that balancing value implies, organiza-
tional strategy explicitly should include key stakeholder
requirements. 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
leading 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 Ciriteria provide a systems perspective for
managing your organization and its key processes to achieve
results—performance excellence. The seven APIC  Cate-
gories and the Core Values form the building blocks and the
integrating mechanism for the system. However, successful
management of overall performance requires organization-
specific synthesis, alignment, and integration. Synthesis means
looking at your organization as a whole and builds on 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 results. A systems per-
spective 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
satisfy customers and stakeholders.

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

H W N

Measurement, Analysis, and Knowledge
Management

5 Human Resource Focus
6 Process Management
7 Results

The figure below provides the framework connecting and
integrating the Categories.

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

Organizational Profile

Your Organizational Profile (top of figure) sets the context
for the way your organization operates. Your environment,

key working relationships, and strategic challenges serve as
an overarching guide for your organizational performance
management system.

System Operations

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

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

Human Resource Focus (Category 5), Process Management
(Category 6), and Results (Category 7) represent the results
triad. Your organization’s employees and key processes ac-
complish the work of the organization that yields your over-
all performance results.

All actions point toward 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 Army Performance Improvement Criteria Performance Excellence Framework: A Systems Perspective

Organizational Profile:
Environment, Relationships, and Challenges

2
Strategic

/ Planning

|
Leadership 1

3
\ Customer and
Market Focus

—

5
Human Resource
Focus \
7
Results
6
Process /
Management

4
Measurement, Analysis, and Knowledge Management

2006 Criteria for Performance Excellence
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The horizontal arrow in the center of the framework links
the leadership triad to the results triad, a linkage critical to
organizational success. Furthermore, the arrow indicates the
central relationship between Leadership (Category 1) and
Results (Category 7). The two-headed arrows indicate the
importance of feedback in an effective performance man-
agement system.

APIC 6

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 major 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.



Key Characteristics of the Criteria

- Key Characteristics of the Criteria

I. The Criteria focus on 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 outcomes
(3) financial and market outcomes
(4) human resource outcomes

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

(6) leadership and social responsibility outcomes

The use of this composite of measures is intended to
ensure that strategies are balanced—that they do not
inappropriately trade off among important stakeholders,
objectives, 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

m 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.

maintaining organization-wide goal alighment.

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 and stakeholder value and to overall perfor-
mance. The use of measures thus channels different ac-
tivities in consistent directions with less need for detailed
procedures, centralized decision making, or overly com-
plex process management. Measures thereby serve both
as a communications tool and as a basis for deploying
consistent overall performance requirements. Such align-
ment ensures consistency of purpose while also support-
ing 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 on 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 Scoring
Guidelines spell out the assessment dimensions—Process
and Results—and the key factors used to assess each dimen-
sion. 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 perfor-
mance reviews and is applicable to a wide range of strate-
gies, management systems, and types of organizations.
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. Changes from the 2005 Criteria

The Criteria for Performance Excellence have evolved sig-
nificantly over time to help organizations address a dynamic
environment, focus on strategy-driven performance, and, most
recently, address concerns about governance, ethics, and or-
ganizational sustainability. The Criteria have continually
progressed toward a comprehensive, integrated systems per-
spective of overall organizational performance management.

Each year, the decision whether to revise the Criteria must
balance two important considerations. On one hand, there is
a need for Criteria that are at the leading edge of validated
management practice to help users address the increasingly
complex challenges they face; on the other hand, there is a
desire for Criteria that are stable to allow users continuity in
their performance assessments. In 2005, the APIC  Criteria
were significantly revised to address the focused demands on
senior leaders, the need for long-term (as well as short-term)
organizational sustainability, the great challenges of innovat-
ing organizations (not just technology), the difficulty of
executing new processes and strategic plans, and the benefits
of improved alignment of all aspects of your management
system with your results measurements. Recognizing the
challenges for organizations to address these opportunities,
the decision was made to make no substantive revisions to
the Criteria for 2006.

The most significant changes in the Criteria booklet for
2006 are summarized as follows:

m The language throughout the Criteria booklet has
been adjusted to better address nonprofit organizations,
as well as for-profit businesses.

m Item Notes have been added that specifically address
nonprofit organizations.

m Each Criteria Item title now includes a simple question
that encompasses the central concept of the Item.

m “Employee” has been added to the Glossary of Key
Terms.

Minor wording improvements have been made throughout
the Criteria booklet.

APIC s

Criteria Item Titles

Each Criteria Item title now includes a simple question that
addresses the basic requirements of the Item. This question
identifies for Criteria users the most central concept or fun-
damental theme of the Item. Criteria users who have com-
pleted their Organizational Profile may choose to perform
their first “complete” APIC  assessment by responding to
the 19 Item title questions, using the detailed content of the
Criteria Item as an educational guide to understand the cen-
tral concept more fully.

Glossary of Key Terms

The term “employee” has specific meaning and significance
inanAPIC assessment.  The term has been defined to help
users better understand all the people who may be included
as employees for an APIC assessment.

The descriptions of other terms in the Glossary have been
revised to align better with the language changes to accom-
modate nonprofit organizations within the Criteria.



2006 CRITERIA FOR PERFORMANCE EXCELLENCE—ITEM LISTING

Preface: Organizational Profile

P.1  Organizational Description

P.2  Organizational Challenges

2006 Categories and Items Point Values
n Leadership 120
1.1 Senior Leadership 70
1.2 Governance and Social Responsibilities 50
E 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
E Human Resource Focus 85
5.1 Work Systems 35
5.2  Employee Learning and Motivation 25
5.3  Employee Well-Being and Satisfaction 25
6 Process Management 85
6.1 Value Creation Processes 45
6.2 Support Processes and Operational Planning 40
Results 450
7.1 Product and Service Outcomes 100
7.2 Customer-Focused Outcomes 70
7.3 Financial and Market Outcomes 70
7.4 Human Resource Outcomes 70
7.5 Organizational Effectiveness Outcomes 70
7.6  Leadership and Social Responsibility Outcomes 70

TOTAL POINTS 1,000
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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 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 key influences on How you operate, and the key chal-
lenges you face.

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

Describe your organization’s operating environment and your key relationships with custoMmers, 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 empLovee profile? What are your categories and types of empLovees? What are their educa-
tional Levetrs? What are your organization’s workforce and job piversiTy, organized bargaining units, use
of contract empLoveEes, and special health and safety requirements?

(49) 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 cusTomer and STAKEHOLDER groups and market SeGMENTS, as appropriate? What are their
KEY requirements and expectations for your products, services, and operations? What are the differ-
ences in these requirements and expectations among cusTOMER and STAKEHOLDER groups and market
SEGMENTS?

(3) What role do suppliers, parTNERs, and distributors play in your VALUE CREATION and KEY Support PROCESSES?
What role, if any, do they play in your organizational INNOVATION PROCESSEs? What are your most impor-
tant types of suppliers, PARTNERS, and distributors? What are your most important supply chain
requirements?

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

APIC 0
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[_Notes: N

N1. Product and service delivery mechanisms to your
customers (P.1a[1]) might be direct or through dealers,
distributors, collaborators, 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, rapid response, and after-
sales service. For some Organizations, requirements

also might include administrative cost reductions, at-home
services, rapid response to emergencies, and multilingual
services.

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

N5. While some organizations offer products and
services (P.1a[l1]), many might appropriately interpret this
phrase as programs or projects and services.

NG6. Customers (P1a[l]) are the users and potential users
of your products, programs, and services. In some
organizations, customers might include members, taxpayers,
citizens, recipients, clients, and beneficiaries. Market seg-
ments might be referred to as constituencies.

N7. Many organizations rely heavily on volunteers

to supplement the work of their employees. These organiza-
tions should interpret employees (P.1a[3]) to mean employees
and volunteers.

NS§. For SOMe  organizations, relevant industry standards
(P.1a[5]) might include “industry-wide” codes of conduct
and policy guidance.

N9. For some Organizations, governance and re-
porting relationships (P.1b[1]) might include relationships
with major agency or foundation funding sources.

NI10. For some Organizations, key suppliersand
distributors (P.1b[3,4]) might include collaborators and
collaborating organizations.

For definitions of key terms presented throughout the Criteria and Scoring Guidelines text in small caps/sans serif, seethe
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 applying for an Army Award

1 LBM\/IY
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P.2 Organizational Challenges: What are your key organizational challenges?

__Not

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 and key collaborators for your organization?

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

tion, as appropriate?

(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, accessibility, and
warranty and product options. For some nonprofit orga-
nizations, differentiators also might include relative influ-
ence with decision makers, ratio of administrative costs to
programmatic contributions, past reputation for program
or service delivery, and wait times for service.

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 or
service introduction, industry volatility, declining
market share, the changing marketplace, mergers and
acquisitions, global marketing and competition, cus-
tomer retention, changing or emerging customer or
regulatory requirements, employee retention, an aging
workforce, competition from new nonprofit or for-
profit organizations, and value chain integration.

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

maturity of organizational approaches and deployment
(see pages 51-54). This question is intended to help

you and the ACOE Examiners set an overall context
for your approach to performance improvement.

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

N5.  S0Me organizations frequently belicve they are not
in a competitive environment; however, they often must
compete with other organizations and with alternative
sources for similar services to secure financial and volunteer
resources, membership, visibility in appropriate communi-
ties, and media attention.

N6. The term “industry” (P.2a[l1]) is used throughout the
Criteria to refer to the sector in which you operate. For
nonprofit organizations, this sector might be charitable
organizations, professional associations, or government or
sub-sectors of one of these.

N7. For.some  organizations, the term “business”
(P.2b) is used throughout the Criteria to refer to factors
related to your main mission area or enterprise activity.

Page Limit: For Army Award Program applicants (ACOE,APEA), the

Organizational Profile is limited to 5 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

US ARMY
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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.

NOTES




2006 Army Performance Improvement Criteria

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.

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

Describe How seNIOR LEADERs guide and sustain your organization. Describe How SENIOR LEADERS communicate
with empLovees 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 and other STAKEHOLDERs, 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 your MissioN and STRATEGIC OBJECTIVES, INNOVATION, and organi-
zational 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 empLovees throughout the
organization? How do SENIOR LEADERS encourage frank, two-way communication throughout the
organization? How do SENIOR LEADERs take an active role in empLovee 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: |1

N1. Organizational vision (1.1a[1]) should set the includes ongoing improvements in productivity that
context for strategic objectives and action plans, which may be achieved through eliminating waste or reducing
are described in Items 2.1 and 2.2. cycle time, and it might use techniques such as Six

Sigma and Lean Production. It also includes the actions

N2. A sustainable organization (I.1a[3]) is capable of to accomplish the organization’s strategic objectives.

addressing current business needs and possesses the

agility and strategic management to prepare success- N4. Your organizational performance results should
fully for its future business and market environment. be reported in Items 7.1-7.6.
In this context, the concept of innovation includes N5, For Organizations that rely on volunteersto

both technological and organizational innovation to

. supplement the work of their employees, responses to
succeed in the future. Pp f ployees, resp

1.16(1) also should discuss your efforts to communicate
N3. A focus on action (1.1b[2]) considers both the with, empower; and motivate the volunteer workforce.
people and the hard assets of the organization. It
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1.2 Governance and Social Responsibilities: How do you govern and
address your social responsibilities? (50 pts.)

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

Within your response, include answers to the following questions:

a. Organizational GOVERNANCE
(1) How does your organization 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 cGoverNANCE board members,
as appropriate

¢ independence in internal and external audits

e protection of stakeHoLDER and stockholder interests, as appropriate

(2) How do you evaluate the perRFORMANCE of your seNiOR LEADERS, including the chief executive? How do you
evaluate the PERFORMANCE of members of the coverRNANCE board, as appropriate? How do SENIOR LEADERS and
the coverNANCE board use these PERFORMANCE reviews to improve both their personal leadership erFecTIVE-
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 cCUSTOMERS, PARTNERS, and other STAKE-
HOLDERS? How do you monitor and respond to breaches of ETHICAL BEHAVIOR?

c. Support of KEy Communities
How does your organization actively support and strengthen your key communities? How do you identify key
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?

| Notes: |11

N1. Societal responsibilities in areas critical to your
organization’s ongoing success also should be addressed
in Strategy Development (Item 2.1) and in Process
Management (Category 6). Key results, such as results
of regulatory and legal compliance (including the re-
sults of mandated financial audits) or environmental
improvements through use of “green” technology or
other means, should be reported as Leadership and

management reviews (5.1b), and formal or informal
employee and other stakeholder feedback and surveys.
For some businesses and governmental organizations, ex-
ternal advisory boards might evaluate the performance of
senior leaders and the governance board.

N4. Measures or indicators of ethical behavior (1.2b[2])
might include the percentage of independent board
members, measures of relationships with stockholder

Social Responsibility Results (Item 7.6).

N2. Transparency in operations (1.2a[1]) should include
your internal controls on governance processes. For
those organizations that serve as stewards of public
funds, stewardship of those funds and transparency in oper-
ations are aveas of emphasis.

N3. Leadership performance evaluation (1.2a[2]) might
be supported by peer reviews, formal performance

APIC y

and nonstockholder constituencies, instances of ethical
conduct breaches and responses, survey results on
employee perceptions of organizational ethics, ethics
hotline use, and results of ethics reviews and audits.
They also might include evidence that policies, staff
training, and monitoring systems are in place with re-
spect to conflicts of interest and proper use of funds.
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NS5. 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.

NOTES
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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 creating

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

performance. They personally participate in the development

of future leaders, in succession planning, and in employee

recognition opportunities and events. Development activities

APIC

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.

This Item 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.

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

AP

Describe How your organization establishes its strategy and sTrATeGIC oBjECTIVES, including How you address
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 key 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 continuity in emergencies

® your ability to execute the strategic plan

b. STRATEGIC OBJECTIVES

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

important GoALs for these STRATEGIC OBJECTIVES?

(2) How do your 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?

N1. “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,
grants, and endowments; divestitures; new partner-
ships and alliances; and new employee or volunteer
relationships. Strategy might be directed toward be-
coming a preferred supplier, a local supplier in each of
your major customers’ or partners’ markets, a low-cost
producer, a market innovator, or a high-end or custom-
ized product or service provider.

IC
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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
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-
priority 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.
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N5. Strategic objectives that address key challenges
(2.1b[2]) might include rapid response, customization,
co-location with major customers or partners, specific
joint ventures, virtual manufacturing, rapid innova-
tion, ISO 9000:2000 or ISO 14000 registration, Web-
based supplier and customer relationship manage-
ment, and product and service quality enhancements.
Responses to Item 2.1 should focus on your specific
challenges—those most important to your ongoing

success and to strengthening your organization’s over-
all performance.

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

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

| Notes

Describe How your organization converts its STRATEGIC OBJECTIVES into ACTION PLANS. Summarize your organiza-
tion’s AcTioN PLANS and related KEy PERFORMANCE MEASURES OF INDICATORS. Project your organization’s future PERFOR-

MANCE on these KEY PERFORMANCE MEASURES O INDICATORS.

Within your response, include answers to the following questions:

a. AcTioN PLaN Development and DEPLOYMENT

(1) How do you develop and 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 sTraATEGIC

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 KEY 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 or comparable organizations, How will you address them?

N1. Strategy and action plan development and deploy-
ment are closely linked to other Items in the Criteria.
The following are examples of key linkages:
e Item 1.1 for how your senior leaders set and com-
municate directions;
® Category 3 for gathering customer and market
knowledge as input to your strategy and action
plans and for deploying action plans;
e Category 4 for measurement, analysis, and knowl-
edge management to support your key information
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needs, to support your development of strategy, to
provide an effective basis for your performance
measurements, and to track progress relative to
your strategic objectives and action plans;

e Category 5 for your work system needs and
employee education, training, and development
needs, and for implementing human resource-
related changes resulting from action plans;

e Category 6 for process requirements resulting
from your action plans; and
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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 athorough
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
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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 5 pts)

The CustoMmEr and Market Focus Category examines How your organization determines the requirements, needs,
expectations, and preferences of customers and markets. Also examined is How your organization builds relationships
with customers and determines the key factors that lead to cusToMmer acquisition, satisfaction, loyalty, and retention and
to business expansion and SUSTAINABILITY.

3.1 Customer and Market Knowledge: How do you use customer

and market knowledge? (40 pts.)

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

LN

opportunities.

Within your response, include answers to the following questions:

a. CusToMER and Market Knowledge

(1) How do you identify cusTomers, cusTOMER groups, and market 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, needs, and changing expectations
(including product and service features) and their relative importance to customers’ purchasing or
relationship decisions? How do your determination methods vary for different CUSTOMERS Or CUSTOMER
groups? How do you use relevant information and feedback from current and former customers, includ-
ing marketing and sales information, customer loyalty and retention data, win/loss analysis, and complaint
data for purposks of planning products and services, marketing, making prRocess improvements, and
developing new business opportunities? How do you use this information and feedback to become
more customer-focused and to better satisfy customer needs and desires?

(3) How do you keep your listening and LeARNING methods current with business needs and directions,

including changes in your marketplace?

N1. Your responses to this Item should include the
customer groups and market segments identified in
P.1b(2).

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

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 and interaction experi-
ences with your organization that influence purchase
and relationship decisions. The focus should be on
features that affect customer preference and loyalty—
for example, those features that differentiate your
products and services from competing offerings or
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other organizations’ services. Those features might
include price, reliability, value, delivery, timeliness,
ease of use, requirements for hazardous materials use
and disposal, customer or technical support, and the
sales relationship. Key product and service features
and purchasing and relationship decisions (3.1a[2])
might take into account how transactions occur and
factors such as confidentiality and security.

N4. Listening and learning (3.1a[2]) might include
gathering and integrating survey data, focus group find-
ings, Web-based data, and other data and information
that affect customers’ purchasing and relationship deci-
sions. Keeping your listening and learning methods
current with business needs and directions (3.1a[3])
also might include use of newer technology, such as
Web-based data gathering.
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3.2 Customer Relationships and Satisfaction: How do you build relationships
and grow customer satisfaction and loyalty? (45 pts.) | Process |

Describe How your organization builds relationships to acquire, satisfy, and retain customers and to

increase custoMmer loyalty. Describe also How your organization determines cusToMER satisfaction.

Within your response, include answers to the following questions:

a. CusTtoMER 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, as appropriate, loss of repeat
business? How are complaints aggregated and analyzed for use in improvement throughout your

organization and by your PARTNERS?

(@) How do you keep your apprOACHES to building relationships and providing custoMer access current with

business needs and directions?

b. CusToMER Satisfaction Determination

(1) How do you determine cusToMER satisfaction, dissatisfaction, and loyalty? How do these determination
methods differ among customer groups? How do you ensure that your measurements capture action-
able information for use in exceeding your cusToMeRs’ expectations? How do you ensure that your
measurements capture actionable information for use in securing your cusTomers’ future business and
gaining positive referrals, as appropriate? How do you use cusTomer satisfaction and dissatisfaction

information for improvement?

(2) How do you follow up with custoMmers on the quality of products, services, and transactions to receive

prompt and actionable feedback?

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

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

lotest ||| [T

N1. Customer relationship building (3.2a) might in-
clude the development of partnerships or alliances
with customers.

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
or a third party, or by mail.

IN3. Customer satisfaction measurements (3.2b[1]) might
include both a numerical rating scale and descriptors for
each unit in the scale. Actionable customer satisfaction
measurements provide useful information about spe-
cific product and service features, delivery, relation-
ships, and transactions that affect customers’ future
actions—repeat business and positive referral.
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N4. Other organizations providing similar products
or services (3.2b[3]) might include other organizations
with whom you don’t compete but provide similar
products and services in other geographic areas or to
different populations of people.

N5. Your customer satisfaction and dissatisfaction
results should be reported in Item 7.2.

N6.  For some organizations (e.g., Some govern-

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

= Arelationship 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 Internet.

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, ANALsis, 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: How do you
measure, analyze, and review organizational performance? (45 pts.)

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

Within your response, include answers to the following questions:

a. PErRFORMANCE 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 KEY 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 errecTivE support for their decision making? When appropriate, How are the priorities and
opportunities deployed to your suppliers, pARTNERs, and collaborators to ensure organizational ALIGNMENT?

| Notes: |

N1. Performance measurement is used in fact-based
decision making for setting and aligning organizational
directions and resource use at the work unit, key pro-
cess, departmental, and whole organization levels.

described in Items 2.1 and 2.2. The reviews also might be
informed by internal or external APIC assessments.

N4. Analysis includes examining trends; organizational,
industry, and technology projections; and comparisons,

N2. Comparative data and information (4.1a[2]) are
obtained by benchmarking and by seeking competitive
comparisons. “Benchmarking” refers to identifying
processes and results that represent best practices and
performance for similar activities, inside or outside your
organization’s industry. Competitive comparisons re-
late your organization’s performance to that of com-
petitors and other organizations providing similar
products and services.

N3. Organizational performance reviews (4.1b[1]) should
be informed by organizational performance measurement
and guided by the strategic objectives and action plans
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cause-effect relationships, and correlations intended
to support your performance reviews, help determine
root causes, and help set priorities for resource use.
Accordingly, analysis draws on all types of data:
customer-related, financial and market, operational,
and competitive.

N5. The results of organizational performance analysis
and review should contribute to your organizational
strategic planning in Category 2.

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

N7. 4.a(1). For the selection, collection, alignment

and integration of data and information, ARNG
organizations may include Balanced Scorecard

development.
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4.2 Information and Knowledge Management: How do you manage
organizational information and knowledge? (45 pts.) | Process |

Describe How your organization ensures the quality and availability of needed data and information for
EMPLOYEES, suppliers, PARTNERs, collaborators, and custoMmers. 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, PARTNERS, collaborators, 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:
¢ the collection and transfer of empLovee knowledge
e the transfer of relevant knowledge from and to customers, suppliers, PARTNERs, and collaborators
¢ 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 more important as a major source of organization-
growing importance as the Internet, e-business, and wide communications.

e-commerce are used increasingly for business-to-
business, organization-to-organization, and business-
to-consumer interactions and as intranets become

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. (This note gives
guidance to which data/reports/databases need to
be considered when reviewing theinstallations
information management capabilities. Emphasis

is specific here as these data areas feed into
specific reports such as the Installation Status
Report (1SR) used at higher headquarters. Itisalso
adecision support tool that can improve manage-
ment and decision-making for Garrison
Commanders.)
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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 nonfinancial data and 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.

= |ndividual facts and data do not usually provide an effective
basis for setting organizational priorities. Thisltem
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 NOTES

= 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, alliances, 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.

33 U AI\/I




2006 Army Performance Improvement Criteria

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 empLovees to develop and utilize their full potential in AucNmeNT 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: How do you enable employees to accomplish
the work of your organization? (35 pts.) | Process |

Describe How your organization’s work and jobs enable empLovees 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 empLovees and the
communities with which you interact (your emprovee hiring and your cusToMerR 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 custoMer 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 empLovees? How do you ensure eMpLOYEES represent the diverse
ideas, cultures, and thinking of your hiring community?

(3) How do you accomplish efrecTive succession planning for leadership and management positions? How do
you manage EFFECTIVE career progression for all empLovees 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. In some Orga-

nizations, compensation systems are set by law or regulation.
Since recognition can include monetary and nonmonetary,
formal and informal, and individual and group mechanisms,
reward and recognition systems still permit flexibility.

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: How do you contribute to
employee learning and motivate employees? (25 pts.) =3

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

Within your response, include answers to the following questions:

a.

| Notes:

EmpLOYEE Education, Training, and Development

)

@

3)

Q)

)

©)

How do emprovee education and training contribute to the achievement of your AcTion pLANS? How do
your empLovee education, training, and development address your kev 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?

How do empLovee education, training, and development address your key organizational needs associated
with new EMPLOYEE orientation, DIVERSITY, ethical business practices, and management and leadership
development? How do empLovee education, training, and development address your key organizational
needs associated with empLovee, workplace, and environmental safety?

How do you seek and use input from emprovees 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?

How do you deliver education and training? How do you seek and use input from emprovees and their
supervisors and managers in determining your delivery ApproacHEs? How do you use both formal and
informal delivery ApproackEs, including mentoring and other APPROACHES, as appropriate?

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?

How do you evaluate the errecTivenEss of education and training, taking into account individual and
organizational PERFORMANCE?

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?

N1. Many organizations may have unique considera- need to be sensitive to stakeholder perceptions about how
tions relative to employee education, training, devel- nonprofit dollars are spent, resulting in limitations on
opment, motivation, and career progression. If this is expenses for volunteer training-related activities.

the case for your organization, your response to Item
5.2 should include how you address these considera-
Some organizations may have unique considera-
tions relative to the education, training, development, and
motivation of volunteers. Some organizations may also

tions.

N2. Education and training delivery (5.2a[4]) might
occur inside or outside your organization and involve
on-the-job, classroom, computer-based, distance
learning, or other types of delivery (formal or informal).
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5.3 Employee Well-Being and Satisfaction: How do you contribute to
employee well-being and grow employee satisfaction? (25 pts.)

Describe How your organization maintains a work environment and an EmMpLOYEE 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 empLovees take part in these improvement efforts? What are your PERFORMANCE MEASURES
or improvement goals for each of these key workplace factors? What are the significant differences in
these workplace factors and PERFORMANCE MEASURES or targets if different empLovee groups and work units
have different work environments?

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

b. EMmpLOYEE Support and Satisfaction
(1) How do you determine the key factors that affect empLovee 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 empLovees? 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 RresulTs to identify priorities for improving the
work environment and empLoYEe support climate?

N

il
o

tes: T

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, and other
job actions; insurance costs; workers’ compensation
claims; and results of surveys. Survey indicators of
satisfaction might include employee knowledge of job
roles, employee knowledge of organizational direction,
and employee perception of empowerment and infor-
mation sharing. Your results relative to such measures
and indicators should be reported in Item 7.4.

N4. Identifying priorities (5.3b[4]) might draw on
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 developing employees
to enable them and your organization to adapt to change. The
Category covers human resource development and management
requirements in an integrated way, i.e., aligned with your
organization’s strategic objectives and action plans. Your human
resource focus includes 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 a workforce capable of achieving high
performance. In addition to enabled employees and proper
work system design, high-performance work requires ongoing
education and training, as well 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 changes in
work layout and location. Also important is effective
communication across functions and work units to ensure a
focus on customer requirements and to ensure an environment
of trust, knowledge sharing, and mutural 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.

The requirements 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 a focus 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 organizaation’s
workforce. It also examines your organization’s systems for
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 development, education and training needs may vary
greatly. These needs might include gaining skills for knowledge
sharing, communication, teamwork, and problem solving;
interpreting and using data; meeting customer requirements;
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 skills in 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, as well as other type
delivery. Training also might occur through developmental
assignments within or outside your organization.

When you evaluate education and training, you should seek
effectiveness measures as a critical part of the evaluation. Such
measures might address the impact on individual unit and
organizational performance; the impact on customer-related
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training.

Although this item does not specifically ask you about training
for customer contact employees, such training is important and
common. It frequently includes learning critical knowledge and
skills in the following areas; your products, services, and
customers; how to listen to 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-performance work is
maintained through transitions. Each organization should
determine what knowledge is critical for its operations and
should then implement systematic processes for sharing the
information. This is particularly important for implicit
knowledge (i.e., knowledge personally retained by your
employees).

To help employees realize their full potential, many organizations
use individual development plans prepared with each employee
that address his or her career and learning objectives.

Factors inhibiting motivation should be understood and
addressed by your organization. Further understanding of these
factors could be developed through employee surveys or exit
interviews with departing employees.

5.3 Employee Well-Being and Satisfaction
Purpose

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

Comments

Most organizations, regardless of size, have many opportunities
to 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;
outplacement services; and retiree benefits, including extended
health care and access to employee services.
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All organizations, regardless of size, are required to meet
minimum regulatory standards for workplace safety; however,
high-performing organizations have processes in place to ensure
that they not only meet these minimum standards but go
beyond a compliance orientation. This includes designing
proactive processes with input from 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 factors to 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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u Process Management s pts)

The Process Management Category examines the kevy aspects of your organization’s PROCEss management, including key
product, service, and organizational procEessts for creating customer and organizational vaLUE and KEY support PROCESSES.
This Category encompasses all key processes and all work units.

6.1 Value Creation Processes: How do you identify and manage
your key processes? (45 pts.)

Describe How your organization identifies and manages its KEY VALUE CREATION PROCEsSES for delivering
cusToMER VALUE and achieving organizational success and growth.

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 vatue? How do these PROCESSES contribute
to profitability, susTaNABILITY, and organizational success, as appropriate?

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

(3) How do you design these processes 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 EFFECTIVE-
NEess factors into the design of these processes? How do you implement these PROCESSEs to ensure they
meet design requirements?

(4) 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,
PARTNER, and collaborator 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, service errors, 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 ProcEesses 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: |||

N1. Your key value creation processes are those most requirements, customer and supplier relationships and

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, stake-
holder, and stockholder value. They include the pro-
cesses through which your organization adds the
greatest value to its products and services. They also
include the business processes most critical to adding
value to the organization 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
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involvement, outsourcing, the importance of research
and development, the role of technology acquisition,
information and knowledge management, supply
chain management, mergers and acquisitions, global
expansion, legislative mandates, and sales and market-
ing. Responses to Item 6.1 should be based on the
most critical requirements and processes for your
products, services, and business.

N3. To achieve better process performance and reduce
variability, you might implement approaches such as a
Lean Enterprise System, Six Sigma methodology, use
of ISO 9000:2000 standards, or other process improve-
ment tools.

US ARMY




2006 Army Performance Improvement Criteria

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

questions 6.1a(1)—6.1a(6).

6.2 Support Processes and Operational Planning: How do you identify and manage
your support processes and accomplish operational planning? (40 pts.) IS

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, suppliers, PARTNERS, and collaborators, as appropriate? What are the kevy requirements
for these PROCESSES?

(3) How do you design these processts to meet all the key 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?

(49) What are your KEY PERFORMANCE MEASURES Or INDICATORS used for the control and improvement of your
support PROCEsses? 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, PARTNER, and collaborator 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, service errors, and rework?

(6) How do you improve your support PROCESSES to achieve better PERFORMANCE, to reduce variability, and to keep
the processes current with business needs and directions? How are improvements and lessons learned
shared with other organizational units and PrRocEesses 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, as appropriate? How do you
assess the financial risks associated with your current operations and major new business investments?

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

[ Notes: |1

N1. 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. Other 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.
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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. Theinformation
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
requirements for your products
and services. Factorsthat 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
reguirements.

= 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 c