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USER'S GUIDE FOR PREPARING PERFORMANCE WORK STATEMENTS

FOR CENTER OPERATIONS SUPPORT SERVICES

I.  INTRODUCTION.tc "I.  INTRODUCTION."

A.  Purposetc "A.  Purpose" \l 2.  This User’s Guide has been written to provide assistance to NASA Facilities Managers and Contracting Personnel in tailoring the NASA Guide Performance Work Statement (GPWS) for developing a comprehensive or reduced Center Operations Support Services (COSS) performance based specification.  The user guide also identifies issues and concerns and provides lessons learned recommendations for consideration while tailoring the GPWS.



1.  Sections B, C, and J provide suggested formats for displaying contract line (bid) items; technical specifications which the user may tailor to site specific needs; and attachments which provide supplemental information, historical data, etc.  Section C.8.f., Annual Work Plan, includes an approach to enable the Contractor to improve the maintenance process through the application of Reliability Centered Maintenance (RCM) techniques.



2.  The QA guide is designed to provide the framework for development of a comprehensive contract surveillance program.  The user should modify and expand upon the example QA plans provided as the GPWS is tailored.  The QA guide is based on using  ISO-9000 quality standards, which are designed to minimize QA costs while maximizing contractor performance.  The ISO 9000 QA approach has been developed to allow user modifications that meet Center/ Installation specific requirements.  .



3.  This User’s Guide summarizes the basic concepts used throughout the GPWS and specifically raises Performance Work Statement (PWS) development issues with recommendations to guide the PWS Team through the development process.  This guide also addresses procurement options, contract management considerations and lessons learned from NASA and other Federal agencies.


B.  Scope.tc "B.  Scope." \l 2  The scope of this COSS guide includes the Center Operations Support Services of :



(1) 
Management 



(2)   
Buildings and Structures Maintenance and Repair



(3)   
Heating, Ventilation, Air Conditioning, Refrigeration, and Compressed Air 





Systems Maintenance and Repair



(4)   
High and Low Voltage Electrical Distribution Systems Maintenance and Repair.



(5)   
Central Heating Plant Generation & Distribution Systems Operation Maintenance 






and Repair.



(6)   
Fire Protection Maintenance and Repair.



(7)   
Elevator Maintenance and Repair.



(8)   
Roads, Surfaced Areas and Signage Maintenance and Repair (Including Traffic 





Signals)



(9)   
Maintenance and Repair of Marine Structures (Including Bridges, Docks, Piers 




and Waterways.)


    (10) Operation, Maintenance and Repair of Built-in Cranes.


    (11) Potable and Industrial Water Systems Operations Maintenance and Repair


    (12) 
Wastewater Facilities and Systems Operations, Maintenance and Repair


    (13) 
Grounds Maintenance and Repair (Including Landscaping, Site Drainage, Mowing)


    (14) 
Refuse Collection and Disposal


    (15) 
Custodial Services

The COSS  does not include Construction of Facility (CoF) project work.  

II.   TAILORING THE GPWStc "II  TAILORING THE GPWS"

A.  General Guidance. 



1.  Team Formation and Responsibilities.  tc "A.  Team Formation and Responsibilities." \l 2Experience has shown that the best methods of developing a facilities support contract specification is to involve a number of Center/Installation personnel, each having a portion of the knowledge and experience required to put the entire package together.  See Exhibit A at the end of the User’s Guide.  A team of experienced Center/Installation personnel should be formed and a team leader appointed.  The team leader will be responsible for development and tracking of procurement milestones, ensuring that each team member understands what specific tasks they are responsible for, when each task must be completed, etc.  At least one member of the team must be intimately familiar with each of the following areas:

· Must be familiar with and understand the applicable GPWS(s) and QA Guides

· Must have a working knowledge of basic contracting procedures.

· Must have first hand knowledge of the services, and/or equipment/system 


operations, repairs, and maintenance to be provided by contract.

· Must be able to identify local needs/requirements that are different from  


the GPWS and apply specifically to the Center/Installation.



2.  Specification Development Team.  It is important that the members of the specification development team have experience/expertise in the various functional areas required to prepare the PWS.  The following are the functional areas which must be filled by Center/Installation personnel.




a.  Specification Writer.  The COSS specification is best prepared by an engineer or engineering technician at the Center/Installation who has had at least some experience in writing facilities support contracts.  The use of a planner and estimator (P&E) is also appropriate if one is experienced with writing contract specifications.  The writer should have attended some basic specification writing training.  Assistance and guidance may be requested from NASA HQ Code JX.




b.  Functional Manager.  The functional manager is the technical representative of the team who is most familiar with the function to be contracted.  Early in the tailoring process the organization responsible for Center/Installation operations support services or other facilities must determine the total scope of the services required, develop detailed inventories of the facilities and equipment to be maintained, collect historical information on work quantities, and identify the specific needs of the Center/Installation which may differ from the GPWS.




c.  Facilities Support Contract Manager or Contracting Officer’s Technical Representative (COTR).  If there is an existing contract for facilities maintenance, the Facilities Support Contract Manager (FSCM) or COTR and Quality Assurance Evaluators (QAE) should be able to provide lessons learned and other information pertinent to the new specification.  The COTR/QAE will also be responsible for preparing required Quality Assurance Plans (see Quality Assurance Guide) and for ensuring that services are specified in such a way that inspection is possible.




d.  Contract Specialist.  The Contract Specialist in the Procurement Organization provides overall contractual guidance in the preparation of the specification.   This person will work with the writer in the preparation of sections B, C, and J, and will prepare the majority of the clauses in sections E, F, G, H, I, K, L, and M.  Additionally, there are many pre-award and post‑award contract actions to be initiated by the Contract Specialist.



3.  Specification Review.  The tailored specification should be reviewed by customer and functional manager representatives and the Director responsible for COSS.  Additional authority review may be required if safety or environmental factors are involved.


B.  Functional Analysis.tc "B.  Functional Analysis." \l 2


1.  Functional Tree Diagram. The heart of the PWS development process is the creation of the functional tree diagram.  It represents the major performance work elements and their sub elements to be performed by the contract.  It can also be a help in deciding which functions the Center/Installation chooses to retain in-house.




The value of the functional tree diagram is that it provides a logical framework and standard reference from which the bid schedule, the technical section, the schedule of deductions and the QA guides are prepared.



2.  Example Diagram.  In preparing the GPWS, a functional analysis was performed to identify each of the major and sub functions for Center Operations and Support Services.  Exhibit B depicts this functional diagram.  This structure is used throughout the GPWS for ease of reference both by the development team and prospective contractors.   A more detailed analysis by sub-function is shown in the appropriate sub-function section of the User’s Guide, where required for greater clarity.    


C.  Bid Structure.  This GPWS uses a combination of Firm Fixed-Price (FFP) work and Indefinite Quantity (IQ) contract line items, with the IQ work broken down into unit price work and level of effort or cost per labor-hour.  Other contract types may be appropriate depending on the functions being contracted.  The decision as to what functions to contain in each category depends on a number of factors.  FFP work requires a workload history in order to define the risk to the Contractor and a degree of stability in the workload so as not to place an unreasonable risk on the Contractor.  IQ bid by cost per labor-hour is usually reserved for future work that is unknown in nature.



1.  Fixed‑Price Requirements.  Fixed‑price contract line items are bid and payment is made for the total performance of a given contract requirement over a given period of time (usually one month).  These contract requirements are either fixed in scope (cost, time, location, frequency, quantity, etc. are known or can be accurately estimated) or adequate historical data is available to allow a reasonable estimate to be made.  Because the scope of work is known, the Contractor agrees to perform a given requirement for a total price, and in essence there is one work order.  The Contractor performs the work as scheduled and invoices are submitted for the services provided.




a.  Examples of firm fixed‑price contract requirements in the GPWS include trouble call work, fixed interval based preventive maintenance actions and PT&I activities, building relamping, and start‑up/shutdown of HVAC equipment.  Some of these contract requirements, such as Trouble Calls, are limited in scope to specified labor and/or dollar amounts.  Work beyond these limits will either not be required by the contract, or will be included in the indefinite quantity portion of the contract.  Fixed‑price contract requirements added by the user must either have clearly defined scopes, or additional historical data must be added to Attachment J‑C8 of the GPWS so that contractors may prepare bidable estimates for the quantity of work that will be required.




b.  The firm fixed‑price contract line items may be displayed in one of three ways in Section B.  The user should contact the Center/Installation’s procurement specialist if in doubt about which procedure should be used.





(1)  The recommended  procedure, used in the GPWS, is to require a firm fixed-price but instead of a Schedule of Deductions, the contractor provides a detailed Schedule of Firm Fixed‑Price Work.  Such a schedule would be formatted similarly to the Schedule of Deductions, and bidders would provide separate unit prices for each of the fixed‑price requirements in the PWS.  The advantage of this approach is that the fixed-prices tell us if the contractor truly understands the requirements, and if there are imbalances, to catch them prior to award, not after.    The following sample schedule of Fixed-Prices is extracted from Section B.  The sub items created from the Fixed-Price work in Section B should match the sub items used in creating the Performance Requirements Summary (PRS).  It is recommended that the PRS be prepared first. 





(2)  Another common procedure is to simply require bidders to provide a single monthly price for the total performance of all the firm fixed‑price contract requirements in the contract.  In this case the contract must also contain a Schedule of Deductions in Section E, in which the successful bidder will break down the total bid price for each of the fixed‑price requirements in the PWS. 





(3)  A third option could be to include a limited number of fixed‑price sub-line items, each of which would be broken down by a Schedule of Deductions.  The value of this approach is mostly in gauging the cost of different kinds of FFP work and identifying imbalances in the bid.  See example below.

NOTE:-  A Schedule of Deductions is sometimes used.  Typically, it is filled in 15 days after award.  This is why this COSS recommends using a Schedule of Fixed-Prices to be submitted with the bid.  Some procurements, however, use the term  Schedule of Deductions and require that it be submitted with the price proposal.  If that is the case, there is no substantial difference between them and either term is just as effective.           

SCHEDULE OF FIRM FIXED-PRICE WORK:

tc "SCHEDULE OF FIRM FIXED-PRICE WORK:" \l 4
Price for the FIRST YEAR PERIOD (!DATE! through _!YEAR!) to perform the Unit Priced Tasks listed in the Schedule of Fixed- Price Work below.  The quantities listed below are realistic estimates provided solely for the purpose of bid evaluation and for establishing penal sums of bonds (if required). 

ITEM



   CONTRACT
              


 NUMBER    UNIT     TOTAL
    

  No.




REQUIREMENT
 UNIT   
 OF UNITS    PRICE    PRICE
00102
   Routine Trouble Calls:

EA.
   



a.  Bldgs & Structures
      
       EA.
______       ______    _______








b.  HVAC


       EA.
______       ______    _______



c.  Electrical Distribution               EA.          ______       ______    _______




d.  Heat Distribution

        EA.          ______       ______    _______




ETC.



   Emergency Trouble Calls:
        EA.          ______        ______    _______




            ETC.

00103
   Preventive Maintenance:



a.  HVAC  Systems

   MONTH         ______       ______    _______    



b.  Electrical Distribution
   MONTH         ______       ______    _______



c.  Heat Plant & Distribution     MONTH         ______       ______    _______
 



d.  Fire Protection Systems
   MONTH         ______       ______    _______





ETC.



2.  Indefinite Quantity Work Items.  All items not included in the firm fixed‑price portion of the contract are considered indefinite quantity work items.  That is, the Contractor agrees to perform this work on an "as ordered" basis, and a fixed unit price to perform one occurrence or a given quantity of each type of work is bid.  Payment for this type of work is based on the unit price bid per unit times the number of units performed.  Indefinite quantity work in the GPWS is divided into two separate categories, each with its own contract line item and set of sub-line items.




a.  Unit Priced Tasks.  Bid prices for  unit priced tasks include all labor, materials, equipment and overhead costs for performing a given quantity of work, such as painting of one square foot of wall or replacing a square of asphalt shingle roofing.  The unit prices bid are multiplied by a maximum estimated quantity of units to be ordered during the contract term, but only for purposes of bid evaluation, since work will only be paid for as ordered and completed.  Items added to the indefinite quantity unit priced portion of the PWS by the user must have clearly defined scopes per unit.  For example, if the item "roof replacement" is added, the user must specify the type of roofing to be replaced (asphalt shingle, built‑up, etc.) and the scopes per unit.  That is, is roof flashing included in the unit price bid?  What happens if deteriorated sheathing is encountered during the replacement?  What type/weight of underlayment must the contractor use?, etc.  The advantage of unit price work is that if properly specified, it can avoid lengthy job negotiation time.  One approach is to ask for a unit price that refers to some standard work quantity such as the R.S. Means Maintenance and Repair Estimating Guide.  In this way there is no ambiguity as to what is included in the contractors bid.  

The following is a sample IQ unit price structure:

SAMPLE  SCHEDULE OF INDEFINITE QUANTITY WORK ‑ UNIT PRICED TASKS 

NOTE TO USER -  Unit priced tasks should be  grouped by function. i.e., painting, carpentry, HVAC, custodial, etc.

 Item


  

    







Unit

  No.



Supplies/Services                                 Quantity        Unit*
Price  Amount
000300      Carpentry Work:

000301
Remove and replace asphalt floor

!NUMBER!
  SF
$       
$___




tile, 9” x 9”, 1/8” thick




per Clause. C.(INSERT)

000302
Remove and replace acoustical ceiling
!NUMBER!
SF
$       
$ ___       



tile, 2’ x 4’ and 2’ x 2’, 5/8”




thick per Clause. C.(INSERT)

000303
Remove and replace asphalt shingle

!NUMBER!
SQ
$        
$____ 



roofing per Clause. C.(INSERT)


             ETC.

 Item


  

    







Unit

  No.



Supplies/Services                                 Quantity        Unit*
Price  Amount
000400      Painting:

000401
Interior painting, gypsum wallboard

!NUMBER!
SF
 $        
$____       



one coat per clause C.(INSERT)

000402
Interior painting, concrete or


!NUMBER!
 SF
 
$        
 $____



concrete block, one coat per




clause C.(INSERT)

000403
Interior painting, ferrous surfaces,

!NUMBER!
SF
 
 $           $____



one coat per clause C.(INSERT)


              ETC.

000500      Electrical Distribution

000501 Replace transformer under 15 KVA        !NUMBER!    
EA       

$           $   __  



per Clause . C.(INSERT)

000502
Replace arresters, lightening                   !NUMBER!    
EA       


$    _   
$   __   



per Clause . C.(INSERT)


             ETC.

000600

 Refuse Collection

000601
Unscheduled pick up 20 CY 

!NUMBER!
EA       

$  __     
$    __  



containers

000602
Pick up 40 CY Containers


!NUMBER!
EA    

$  __      $ _ __    
000603
On‑call Collection and Disposal of 




Recyclable Solid Waste from




20 CY and 40 CY Containers




(Clauses C.8 & C.9)



!NUMBER!
  EA     
 $  ___    $____   

          ETC.

000700
!ADD ADDITIONAL UNIT PRICED TASK ITEMS AS NEEDED!

TOTAL PRICE FOR CONTRACT LINE ITEMS  000300 THROUGH  000X00
$________           




b.  Unit Priced Labor.  This type of indefinite quantity work, which is also referred to as "level of effort work,” should be used only in connection with maintenance, repairs, and minor construction to facilities and/or equipment, and then only when such work cannot be identified in advance in sufficient detail to be included in the firm fixed‑price or indefinite quantity ‑ unit priced task portions of the contract.  The labor hour unit prices bid include all costs to perform the work required, except for material and equipment related costs.  Procedures for establishing the estimated number of labor hours and material costs required for any particular job are described in  Section C Subsection C.13.  For purposes of the GPWS, the R. S. Means Estimating Guide is recommended as the most practical estimating standard for Center/Installation use.  Another option is to use the DOD Engineered Performance Standards (EPS) guides.  The GPWS specifies that labor estimates will be based on R.S. Means Maintenance and Repair Manual, a respected guide in private industry.  Should the user choose another estimating standard, appropriate changes must be made to the GPWS technical specifications, historical data, etc.  Material and equipment costs are also based on R. S. Means standards.




c.  As many indefinite quantity work requirements as possible should be included as unit priced tasks vice as level of effort work since unit priced tasks are easier to understand, easier for contractors to bid on, the work is easier to order and administer, and material and equipment costs are included in the unit prices bid.  Regardless of which of the two types of indefinite quantity work is used, the estimated quantities provided in the solicitation for bid evaluation must be realistic estimates of the maximum anticipated quantities to be ordered during the contract term.



3.  Base Period and Option Years.



a.  Section B of the GPWS assumes that the initial contract period will be for a full 12 months from date of an award with four additional option years.





(1)  As illustrated in the GPWS, at least two sets of contract line items will be required in Section B.  One set for the initial or first year of performance and the other set will be for performance during the first 12-month option period, if the Government exercises its option to extend the contract.  Prices in subsequent option years may be priced separately. 





(2)  Two Schedules of Fixed-Prices, one for the initial period and one for the first option period, must be included.  Of course the items of work and number of units in the Schedules of Prices must agree with the firm fixed‑price contract line items in Section B and the scopes of work defined in Section C.  




b. The TERM OF THE CONTRACT clause in Section F should read as follows:

"TERM OF CONTRACT.  The initial contract term shall be for a !INSERT NUMBER! month period commencing on !INSERT DATE! and ending on !INSERT DATE!, however, the Government reserves the right to award for the base period a number of months less than the !INSERT SAME NUMBER! months specified at the unit prices bid.  The Government has the option of extending the term of the contract in accordance with the "OPTION TO EXTEND THE TERM OF THE CONTRACT‑SERVICES" clause in Section I by giving written notice to the Contractor ten calendar days prior to expiration of the contract.  In the option periods the Government will adjust the prices, as required, based on new Department of Labor Wage Rate Determinations."




c.  The BASIS FOR AWARD clause should read as follows:

"BASIS FOR AWARD.  The low bidder for purposes of an award will be the conforming, responsive, responsible bidder offering the lowest total price for Contract Line Items ____ THROUGH ______.  However, the initial award will include only contract line items  _______AND ______.  Bids are solicited on an "all or none" basis and provision 52.214‑10 (CONTRACT AWARD ‑ SEALED BIDDING (Jul. 1990)) in Section L is hereby modified.  FAILURE TO SUBMIT BIDS FOR ALL ITEMS AND QUANTITIES LISTED SHALL BE CAUSE FOR REJECTION OF THE BID."


D.  Technical Specificationstc "D.  Technical Specifications" \l 2  (Section C).   Note-  The following  discussion on trouble calls, Preventive Maintenance, Reliability Centered Maintenance and Recurring Work elements apply to all the functions in this Center Operations and Support Services Guide Specification.

 

Section C, which describes the services to be provided, should be a performance specification to the maximum extent possible.  That is, over defining the Contractor's responsibilities in terms of methods or procedures should be avoided in writing the technical specifications since it is hoped to purchase the Contractor's labor, expertise in the services being provided, and management of those services.  A performance based specification should minimize the use of words describing "how to,” but should describe work outputs required as explicitly as possible while leaving the Contractor latitude to manage the work force and choose the methods for accomplishing the work.


On the other hand, the specification must provide enough information to clearly and precisely define the magnitude (number of services the Government wants to buy) and quality of each of the services to be provided, as well as the scope or limit of each.  This is accomplished in the GPWS by specifying, in addition to the desired outputs, schedules of accomplishment and/or specific time limitations in which all services must be completed; listing mandatory operating procedures or steps that the Contractor must follow for some services; and providing historical data on the magnitude of services provided under previous contracts or by in‑house forces.  Such information will only slightly restrict the Contractor's latitude in managing the work force, but will help ensure all bidders clearly visualize the magnitude of effort which will be required to provide the clearly defined scope of work.  Typically this will result in more accurate/realistic contractor bids, make payment deductions for unsatisfactorily performed or unperformed work easier to calculate, and reduce the number of contract administration problems.


As the GPWS is used, many instances will be found where there will be a "NOTE TO THE SPECIFICATION WRITER.”  These notes provide the user with additional information and/or advise the user to select the appropriate clause, insert additional information, or delete the clause in its entirety.  There are also many areas within the text of the GPWS where notes indicate that additional information must be provided; e.g., start times, dates, quantities, etc.  These notes will always be enclosed by the symbol "!".  All that is required is to replace the note with the required information.



1.  Trouble Calls.



a.  Trouble Calls are bid firm fixed-price.  The intent is that the Contractor will perform all calls that arise, even if they exceed the historical data quantity.  Since Trouble Calls are maintenance items that occur as a result of  facility condition, the actual number and size of calls from year to year should not change significantly.  Since Trouble Calls are bid fixed-price, it is important to set realistic size limits for the Contractors responsibility.  When determining the limits of responsibility, the user should look carefully at available historical information and reflect that experience, unless the user wants to pay more to improve it.  If historically a large percentage (more than 90% at most activities) of trouble call work costs only $800,  it doesn't make sense to set a high upper limit.  The GPWS recommends a maximum limit of trouble call scope work at $2,000 total cost (as determined by R.S. Means).  Work beyond $2,000 total cost would be ordered as Indefinite Quantity work (An exception could be emergency trouble calls which depend on the approach taken at the  Center/Installation - See Section C. Clause. C.11.c. or option c.).  DO NOT BATCH CALLS - i.e., just because the Contractor is responsible for up to $2,000 per call does not mean that 2 or more individual calls can be lumped together and called one Trouble Call.  The Contractors bid is based on the historical data and if the actual number of calls or sizes of call is significantly different, the Contractor may have a claim for additional funds. 

Historical data provided in Attachment J-C8 should show for routine and emergency trouble calls the number of trouble calls by month for at least two years, percentage of the total each trade was involved in accomplishing (carpentry 10%), and the actual hours for completion by hour range and percentage (0-4 hours 93%).  An historical tabulation of all the trouble calls for at least a year’s period should be placed in the technical/bidders library and should list descriptions of individual calls received over a 12 month or longer period, labor hours used or estimated, trade involved and actual material cost, as a minimum.




b.  In the GPWS, the Contractor is responsible for receiving Trouble Calls directly from the customers.  If the Center/Installation plans are for these calls to be received by someone other than the Contractor the GPWS must be revised.




c.  In specifying trouble call response and completion requirements for the PWS, the user must consider the location of the Center/Installation, the availability of materials, the geographic distribution of the facilities and structures, and similar factors when determining the specific requirements to be included.  Keep in mind that stringent response and completion requirements will increase the cost of the contract, and could result in needless contract administration complications and problems.  For example, a completion requirement of three days for a routine trouble call is not unreasonable, but is probably not practical or necessary either.  Unreasonable requirements will not only cost more, but will also not be enforceable after the contract is awarded.  It is best to use a requirement which meets the Center/Installation’s current performance.




d.  The GPWS requires the Contractor to respond to emergency trouble calls both after hours and on weekends and holidays, since by definition, an emergency call “requires immediate action to prevent loss or damage to property or to eliminate hazards to personnel.”  The user has the option of including the stabilization costs as part of the firm fixed-price even if it exceeds the $2,000 individual call limit, or to require the Contractor to stabilize the emergency and then reimburse him for work over the $2,000 limit (See Section C paragraph C.11.c or option c).


2.  Recurring Work.  In the GPWS recurring work includes PT&I,  preventive maintenance of equipment, and other scheduled maintenance such as relamping, and start‑up/shutdown of HVAC systems, inspecting drainage systems, sweeping surfaced areas, etc.  This work is included in the firm fixed‑price portion of the contract and is specified in the GENERAL REQUIREMENTS AND PROCEDURES FOR RECURRING WORK clause, Section C.




a.  Preventive Maintenance Schedules.  Experience has shown that it is best for the Government to specify general PM frequencies and work requirements based on maintenance manuals and manufacturers’ recommendations, rather than to have the Contractor develop and submit this type of information for approval after an award of the contract.  R. S. Means provides guidance in the preparation of PM requirements.  In Section C the user will direct the Contractor to use the PM program in the Technical/Bidders Library and/or Attachment J-C9.  The user must provide PM frequencies  for each given type of equipment, such as annually, quarterly, etc., with a list of specific equipment checks (e.g., lubricate fan motor) to be performed during each inspection provided (Examples are shown in the GPWS Attachment J-C9).  A copy of the PM program developed at the Center/Installation and in most cases included in the CMMS will be placed in the technical/bidders library for contractor use, or if practical, in Attachment J-C9 (see examples in Attachment J-C9 of the GPWS).  After award of the contract, the Contractor is required to submit a detailed work schedule based on the information provided for the Contracting Officer's approval.  Such a schedule would typically include the month and week that semimonthly and less frequent PMs would be performed, and the day of the week that weekly inspections would be performed.




b.  Predictive Testing & Inspection.  Predictive Testing & Inspection (PT&I) is the collection and analysis of information in order to determine the condition of systems and equipment.  Information that is collected can be as varied as the systems being monitored and can include vibration spectra, temperature (including infrared images of varying temperature), pressure, oil for detailed analysis, and other parameters.  The results of the analysis are used to specify a maintenance action or repair, determine if a new installation is acceptable, or provide guidance on operation of the system.  For some systems, PT&I is more effective than PM because it avoids unnecessary overhauls or opening and inspection.  Opening and inspecting will often introduce problems rather than preventing them.  This is a significant point.  Through the use of PT&I the Contractor will be able to bring emerging work to NASA and, in some cases, avoid expensive repair by avoiding catastrophic failures (and the resultant higher repair cost).  Likewise, it will be reasonable for NASA to request the PT&I data when reviewing machinery failures.  If the data is not available, it clearly implies that the Contractor did not perform the PT&I, could not analyze the data, and therefore may be liable for the failure and the associated costs (see the discussion on damages).

In terms of this contract, PT&I is treated just like PM.  PT&I is performed on a regular interval, and is inspected, just like PM.  In Attachment J-C10 of the GPWS (if practical) and/or in CMMS data or similar data provided in the Technical/Bidders Library, PT&I frequencies are to be specified by the user for each system and equipment item (Examples are shown in the GPWS Attachment J-C10). 




c.  Other Scheduled M&R.  Other scheduled M&R is a broad category for fixed schedule work not in the PM or PT&I category.  It could include such items as relamping, start-up and shut down of HVAC equipment, mildew removal from building exteriors, and electrical meter readings.  The following discusses two examples:





(1)  Relamping.  Relamping is defined in the GPWS in two ways:  (1) a procedure by which buildings are inspected periodically in order to systematically replace burned out and/or blinking fluorescent tubes and incandescent bulbs; and, (2) a procedure, called group relamping, by which all tubes and/or bulbs are replaced periodically in a building regardless of whether burned out or not (e.g., a hangar or gym where lights are hard to reach).  The user must select the procedure or combination of procedures to be used and include a list of buildings and frequencies that are included for relamping in the contract.  An example building relamping schedule is shown in Attachment J‑C11 of the GPWS.





(2)  Start‑up/Shut down of HVAC Systems.  If HVAC PM inspections are scheduled in a timely fashion, such as immediately prior to the heating and cooling seasons, most HVAC equipment will not require a separate start‑up or shut down service.  However, those systems which do have specific start‑up or shut down requirements must be identified by the user, and a time period during which the work will be required (e.g., 15 October to 15 November) must be specified.  The Contracting Officer will notify the Contractor when to initiate the work in particular buildings, and the Contractor will then complete the work within the time limit(s) specified (e.g., within ten working days).  See Attachment J‑C12 of the GPWS.


E.  Performance Requirements Summarytc "G.  Performance Requirements Summary" \l 2.  The PRS is the primary document for determining and using a schedule of deductions and for creating Quality Assurance Plans to evaluate performance.  It is included in Section J of the PWS and is used by the Contracting Officer, for making payment deduction decisions in conjunction with the CONSEQUENCES OF CONTRACTOR'S FAILURE TO PERFORM REQUIRED SERVICES, ESTIMATING THE PRICE OF A NON PERFORMED OR UNSATISFACTORY WORK, and SCHEDULE OF DEDUCTIONS clauses.  The PRS includes a specific measurable performance requirement, a standard of performance that the Contractor is required to meet, and an allowable defect rate.  An example PRS Table, which reflects the contract requirements of the GPWS, is provided in Attachment J‑E1.  The PRS is best developed from your functional tree diagram.  It takes each functional element and identifies a bottom line performance measure that best gauges whether the Contractor was meeting the performance specification requirements of Section C.

As an example:  Emergency calls must be responded to within 30 minutes.  The work requirement is response to the call, the requirement is 30 minutes and the suggested allowable defect rate is 2% (subjective).  The allowable defect rate is that rate beyond which the contracting officer would determine that performance is unsatisfactory.

The user should modify this table to reflect the tailored PWS's requirements and consideration of the various factors which influence the selection of Maximum Allowable Defect Rates (MADR) and work requirement weights.  


F.  Reviewing the Tailored PWS.tc "H.  Reviewing the Tailored PWS." \l 2  Conflicting and contradictory contract requirements, i.e., inconsistency within a facilities support contract, inherently lead to protests, claims, and difficulties in contract administration.  As a result, the Government may pay more for required services; does not obtain the services which were intended; and/or spends a great deal more in contract administration effort than would normally be warranted.  To avoid such problems, the user should carefully review the tailored PWS to find and eliminate any inconsistencies which may have been created during the tailoring process.


One way to eliminate inconsistencies is for activities which have word processing software, to perform a search on a key word(s).  For example, the word "HVAC" or "heating" if all contract requirements for heating, ventilating, and air conditioning is wanted.  The software can then search the entire document for that key word, and stop every time it encounters it.  In this way, the specification writer can check for inconsistencies which may have been overlooked during previous reviews.

III   DEVELOPMENT ISSUEStc "III  USER CONSIDERATIONS AND DEVELOPMENT ISSUES"

A.  What Functions to Include?tc "A.  What functions to include?" \l 2  For most Centers/Installations, the issue is one of converting an existing Cost Plus Contract to a combination Firm Fixed-price and Indefinite Quantity performance contract.  The Exhibit A functional tree diagram is the starting point for deciding what is to be contracted.  It should represent the entire scope of Facilities services provided today, including governmental functions.  The one addition to your tree diagram, which may not be in practice today, is the recommended application of Reliability Centered Maintenance including predictive testing and inspection.  (See Section V.G.)



1.  Use of Small Purchase in Addition to the FFP Contract.  The addition of an IQ portion of the contract is intended to allow for issuing individual job orders that cannot be identified in advance and which avoid the need for putting out separate contracts.  There is no obligation to order any IQ work, since the guaranteed minimum value of the contract is the Firm Fixed-Price Lump Sum portion of the contract.  Some concern has been raised in the field that the prime contractor may subcontract for the IQ work and that the Government pays the subcontract overhead cost.  Bear in mind that either Small purchase or separate invitation for bid (IFB) contracts for any of the IQ work may be used if it is felt that the unit prices or labor rates bid are not competitive.  This will not be known however, unless the IQ portion in the contract is included. 



2.  Government Versus Contractor Management Tasks.  The GPWS recommends that maximum responsibility be placed on the Contractor for all the management tasks associated with performance of the recurring and non-recurring maintenance, construction and alteration work required.  However, because it is a performance based and not cost plus contract, the Government must retain or create the necessary structure to control the IQ portion of the work, i.e., each IQ work order is a separate contractual document and cannot be performed by the Contractor without contracting officer or ordering officer approval.  Even so, the Contractor can be tasked with the following management responsibilities:




a.  Work Control - Receipt and processing of all Trouble Calls and Services Requests.  Since Service Requests would be in the IQ category, the Government must retain the responsibility of funding and negotiating those delivery orders with the Contractor or deciding to accomplish them by another means - BPA/ IFB, etc.  The Contractor could be required to receive, provide cost estimates and reflect customer priorities for the Service Requests and present a weekly report to the COTR for action.




b.  Annual Work Plan. The intention in the GPWS is to require the Contractor to develop an Annual Work Plan based on the Contractor’s analysis of facility condition.  The Contractor collects this data from PM and PT&I inspections and analysis of Trouble Call data as well as visible inspection.  The Center/Installation can alter this requirement to require different degrees of Government involvement in the review, prioritization and final approval phases.  However, the Annual Work Plan affords the Contractor the opportunity to recommend changes to the current maintenance plan through the application of Reliability Centered Maintenance.  This will provide a mechanism for both NASA and the Contractor to benefit.  The Contractor will have a near-term motivation to evaluate and eliminate (after NASA approval) unnecessary or ineffective maintenance and therefore reduce costs and increase profits.  NASA has an additional long term benefit in that the maintenance plan has been changed and becomes the basis for the follow-on competition.  The work plan is identified in the GPWS as a fixed-price item.  It is believed that the Contractor will come to recognize that there is a real benefit to performing a good RCM assessment (for the reasons just discussed) and cost will not be a performance factor if the contractor believes there is a good return on investment.  This means that NASA must be prepared to review and implement the Contractor recommendations in a timely fashion.  In addition, the Contractor should be encouraged to make recommended changes anytime, i.e., work on the Annual Work Plan can be performed at any time during the year and incremental changes submitted to NASA at any time.




c.  Maintain CMMS.  The user must ensure that the Contractor understands up front that maintaining and operating the CMMS is the contractor  responsibility under the fixed-price portion of the contract.  At the same time, the Contractor must make the data in the CMMS available to NASA, and prepare and submit all required reports.  The GPWS identifies that the “CMMS, its updates, and all data files are or become Government property.”  This is significant because it ensures that the maintenance history is not lost if NASA changes contractors.  The Contractor should be allowed to change or update the CMMS (usually at the Contractors expense) if the Contractor believes that efficiency can be improved.  However, the Center/Installation must ensure that all changes, regardless of who pays for the change, become/are Government property.  Otherwise, NASA could encounter an unexpected expense if the Contractor changes.




d.  Customer Liaison.  The emphasis on customer liaison is customer satisfaction.  The user should specify requirements which promote, and not inhibit, the Contractor's efforts in achieving this goal.  Paramount factors to be considered are maintaining excellent communications with all customers, ensuring mutual understanding of work requirements, and in being invisible (not interfering or hanging around) in the customer's domain to the maximum extent reasonable.


B.  Government Furnished Equipment/Material. tc "B.  Government furnished Equipment/ Material. " \l 2


1. As a general rule, contract clauses or statements which make contractor performance dependent on Government performance should be avoided.  This is especially true in a performance based contract where contractor responsibility would be diluted if the Government were directly involved in the process.  Policy as stated in FAR 45.102 is that ordinarily, contractors are required to furnish all material required for performance of a Government contract.  Supplies and materials should be furnished to a contractor only when it is in the Government’s interest by reason of economy, standardization, the expediting of production, or other appropriate circumstances.  IAW this policy, contractors should normally be required to provide supplies or materials that will be consumed or expended in the performance of an RPMA  (Real Property Maintenance Activity) function.  



2.  The decision to offer or not offer Government property shall be determined by a cost-benefit analysis justifying that the decision is in the best interests of the Government.  The determination on Government property must be supported by current, accurate complete information, and be readily available for the independent reviewing Center/Installation.  The design of this analysis shall not give a decided advantage/disadvantage to either in-house or contract competitors.

 

 3.  If the Government is to provide the Contractor the use of existing and available Government owned tools and equipment in the performance of the contract the Government furnished tools and equipment is to be listed in Attachment J‑C3 (See Section C clause C.5.b.).  In the case of  high cost items that may be used by other Center/Installation contractors or civil service personnel an option is to establish a checkout system to make the equipment available to users.  If this approach is to be taken, the items should be listed in Attachment J-C3 and clearly identified as available through a checkout procedure.


C.  Fixed-Price Versus Indefinite Quantity Work.  Firm Fixed-Price work places the greatest responsibility on the Contractor while also reducing Government administration and giving the Contractor flexibility in how to perform the work. Work that is unknown or presents an unreasonable risk on the Contractor, however, is not appropriate for the fixed-price line item bid.  In a cost plus contract, this is not an issue, since the uncertainty is built into the target contract cost.  In the COSS PWS, it is recommended that all non-recurring work be bid as Indefinite Quantity line items; either price per labor hour, or unit price per task, or a combination of both. 


D.  Cost Estimating Guidestc "D.  Cost Estimating Guides" \l 2.  In order to make bid comparisons for IQ work and also reduce work order negotiation time, it is important to have one standard reference that will be used by all bidders when offering a labor hour price for IQ work.  The R.S. Means Estimating guides are highly respected in private industry.  Another option is to use the DOD’s Engineered Performance Standards (EPS) guides.  The GPWS recommends that all IQ bid elements for craft labor hours, as well as material and equipment, be based on the Means estimating guides for both Construction and Maintenance and Repair.  The Contractor will be bound by the number of craft hours and other costs stated in Means for all future IQ work ordered.  The Contractor will be paid at the craft hour rate bid times the Means hours estimated for the job.  Contractors must consider how loose or tight they consider the Means Guide and bid accordingly. Center/Installation managers should consider training one or more support staff in the proper application of this estimating guide.  In addition, cost estimating modules using R. S. Means data are readily available for most CMMS.


E.  Data Collection. tc "E.  Data Collection. " \l 2 Good data is critical to the application of the Firm Fixed-Price portion of the performance based contract.  Accurate historical data will allow the Contractor to accept a reasonable risk in making a lump sum bid for this work.  If the actual quantity of work exceeds your estimated quantity, the Contractor may seek a claim for additional costs due to the inaccuracy of the Governments estimate.



Example:  The Center/Installation asks for a fixed-price for all routine calls and estimate 10,000 calls.  Customers know that the Contractor is responsible for all calls and are used to the cost plus contract environment.  Calls then increase to 13,000.  The Contractor could claim a proportionate increase in the fixed-price for the additional 3,000 calls.

Accurate data is also critical in the area of Preventive Maintenance and Predictive Testing.  Contractors will only bid on what equipment is in the specification, not what was overlooked.  Be sure your equipment inventory is up to date.

Specific Data required for the COSS PWS include:



1.  Historical Trouble Call quantities by month, broken down by routine and emergency and showing the craft trade involved.  Show percent of routine and emergency calls occurred after normal working hours.  A one line description of a representative sample of the calls (200-300) should also be included in Section J.



2.  Estimated craft hours for the IQ portion of the bid schedule broken down by trade. Show what percent may be required to be performed outside of normal working hours.



3.  Equipment listing for PM and PT&I - Show:




ID#




Location




Brief description




Year installed




Condition




Make and Model

 
F.  Continuity of Services.tc ".  Continuity of Services." \l 2  The PWS should address certain issues and requirements relative to the change over from current contract performance to new contractor performance of services.  Therefore, consider adding the following to the "CONTINUITY OF SERVICES" clause, Section C.  This paragraph tells the Contractor to expect delivery orders for non recurring work for which some or all required materials are already on hand.  Such jobs will likely be left by the current Center/Installation contractor when the conversion to the new performance based contract is made.  The transfer of material to the new contractor for backlogged jobs can be handled in two ways.  For those jobs already funded, the Government owns the material and can provide them to the new contractor and renegotiate the cost of the backlogged jobs.  If the old contractor has material on hand that is not yet Government property, the possible transfer of material to the new contractor would be a separate matter between the two contractors.



"At the time of the contract start date the Contractor shall be prepared to accept approximately !INSERT! delivery orders for backlogged non recurring work for which materials are already on hand.  These proposed delivery orders will be provided to the Contractor and a joint inventory by the Contractor and a Government Representative of all materials on hand shall be conducted within !INSERT! calendar days after the contract start date.  The Contractor shall assume custody of these materials (which shall be used only for the delivery order for which specifically designated) upon completion of the inventory.  The Government will provide the Contractor a detailed statement of work developed according to the procedures specified in the "Preparation of Work Statements for Non Recurring Maintenance Work" paragraph in the "GENERAL REQUIREMENTS AND PROCEDURES FOR NON RECURRING MAINTENANCE WORK" clause, Section C for each proposed delivery order for non recurring work.  The Contractor shall review the Government's statement of work and provide proposed unit prices for the specified equipment and for those specified materials which are not already available in the completed inventory; indicate specific areas of disagreement with the proposed statement of work; and submit proposed changes in accordance with the aforementioned "Preparation of Work Statement for Non Recurring Maintenance Work.”  The reviewed statement of work shall be returned to the Contracting Officer within !INSERT! calendar days after receipt for backlogged urgent non recurring delivery orders, and within !INSERT! calendar days after receipt of backlogged routine non recurring delivery orders.  Completion dates for each backlogged delivery order shall be negotiated.”

IV.  PROCUREMENT CONSIDERATIONS

A.  Type of Contracttc "A.  Type of Contract" \l 2.  Contract types fall into two broad categories - fixed-price and cost reimbursement.  The Contractor’s risk to deliver within cost varies from 100% under a firm fixed-price contract to 0% under a cost reimbursement contract.  This  GPWS is structured as a combination Firm Fixed-Price and Indefinite Quantity Contract with the option for an incentive fee if certain performance criteria are met.


B.  Solicitation Options.  tc "B.  Solicitation Options.  " \l 2Basic options include: 



1.  Sealed bidding or straight IFB with an award based on low bid.  Historically, the low bid approach is associated with poorer quality and performance- "you get what you pay for."  It is not recommended for the GPWS.



2.  Competitive Proposals or Request for Proposals (RFP).  RFP s are used when there is a need to negotiate and discuss the requirement, the terms and conditions of the solicitation, and ultimately select the contractor based on technical and price factors. 



3.  Two-Step sealed bidding.  Two-Step sealed bidding is a combination of sealed bidding and competitive proposal.  Step one consists of the request for submission, evaluation and if necessary, discussion of the technical proposal.  No pricing is involved at this stage.  Step two requires the submission of sealed price bids by those contractors whose technical proposals were judged acceptable. 


Depending on what the Center/Installation decides to contract for, either the RFP or Two-Step method may be appropriate.  For the GPWS, with both recurring and non-recurring work requirements, and considering the criticality of contractor quality, a special form of RFP is recommended.  This is a “Best Value”  Source Selection Process requiring past performance evaluation criteria.  In this process, past performance and quality certification are significant evaluation factors in the source selection process.  These factors make the award a “Best Value” selection.  In evaluating past performance the evaluation team considers:


Quality of product & Service


Timeliness of Performance


Cost Control


Business Practices


Customer Satisfaction


Key Personnel past performance

Past performance subfactors should be tailored to the key performance criteria in the Statement of Work and surveys should be created to ask about performance in the subfactor area. 

Note:  A good reference for using Past Performance as a rating element is Office of Federal Procurement Policy  “A Guide to Best Practices for Past Performance” - May 1995.  See Section B for detailed wording.

C.  Preparing the Government Cost Estimate.  For the bidding contractors, preparing the cost estimate can be a formidable task, certainly no less of an effort than preparing the cost estimate for a large construction project.  For the government cost estimate, however, there are some short cuts which can reduce the effort required because the purpose of the estimate is to bracket the bidding range and to assure that the funds available are sufficient to support the scope of the contract.

There are at least five items that must be estimated:

· The management and administrative functions.

· The cost of trouble calls.

· The cost of the PM program

· The cost of Indefinite Quantity (IQ) work and other non-recurring work, such as service 

requests.

· The cost of operating plants and utilities systems, and providing fixed price support 




services, such as custodial services.

The estimates for trouble calls, PM programs, the IQ work and operations are the first items to be estimated, as these will influence the amount of salaried manpower needed for the management and administrative functions.


1.  Trouble Calls.  Usually at NASA centers, historical information is available from the CMMS and/or WCC which can be sorted and summarized to provide the total number of emergency and routine trouble calls, total hours, average hour per call, cost of material, etc., and can be sorted by type, shop and/or craft.  Using the approved DOL wage rates plus fringes, and including overhead and profit, adding cost escalation factors for the base and option years, and adding a reasonable contingency, this should be the easiest estimate to prepare.


2.  PM Program  Estimating the cost of a PM program is considerably more difficult.  For the government estimate, a detailed estimate of the cost of each PM is not recommended.  Such information for past years may already be available from the CMMS.  If it is not, we suggest that the PM data be sorted into families of PMs, such as all of the PMs for oil-filled transformers, HV circuit breakers or cooling towers.  For example, representative annual average labor hour estimates can be developed for the highest five, middle five and lowest five in a family of 75 PMs.  Add the three together and divide by 3.  For example:

Avg. PM = 4 hours (Highest PMs) + 3 1/2 hrs (Mid PMs) + 1 1/2 hrs (Lowest PMs) = 9Hrs = 3 hrs.










3





3




TOTAL = 3 hrs. avg. x 75 PMs in family = 225 total PM hours

This would have to be done for all PM families, perhaps a hundred or more, and will take some time and requires experienced personnel.  Each family would be estimated, and the total PM hours of each family would be multiplied by the appropriate *loaded wage rate, material costs would be added, say 15 percent, as well as all appropriate mark-ups such as overhead and profit, and these costs would then be escalated for inflation for the base year and option year estimates.


3.  Indefinite Quantity Work..  This is work which can be ordered from a listing of work in Section B - Prices/Cost.  These are fixed price unit costs for labor and material for performing indefinite quantity tasks.  For bidding purposes, a minimum, or some specified quantity is indicated.  Quantities above this amount may be ordered without altering the fixed unit costs.

This work is basically non-recurring construction type repair work and can be estimated by using the R.S. Means Facilities Maintenance and Repair Cost Data and/or Construction Cost Data, or data at the center which best reflects recent local construction/repair cost experience.  Depending on the amount of defined tasks/work, this effort could become a minor or major portion of the estimating effort.


4.  Operations and Support Services.  Using current and recent past organization and timesheet data, coupled with known requirements that incorporate changed manning and logistics levels resulting from efficiency initiatives (such as RCM, computerization, reduced parts inventory, bar-coding, and other new labor-effecting technologies) perform a zero-based manpower needs analysis for each operations and logistics function that currently uses full-time and/or part-time effort.  Examples include utility plant operators, parts room attendants, and dispatchers.  Zero-basing initially assumes that no personnel will perform a specific function.  The function, disregarding the current personnel, their personalities and skills, is then analyzed and assigned the minimum number of persons, experience, and skills considered necessary to make the function effective, if it is, in fact, still required.  The appropriate loaded wage rate or salary is then determined for each position considered necessary, overhead and profit added, and escalation included for option years.  Add these and include in the total estimate, any material costs, such as utility plant operating supplies that might be anticipated.


5.  Management and Administrative Functions.  This can be the most difficult part of the estimate.  The first step is to perform a manpower needs analysis for the functions and scope of work involved, and to translate this into a staffing plan.  The staff performing this work are normally salaried, and include the site manager, engineers, accountants, safety and personnel officers, buyers, CMMS operators, planners,  estimators, inspectors, etc.

These personnel are responsible for General Management, operate the Work Control Center; prepare the Annual Work Plan, operate and maintain the CMMS, and manage the Customer Liaison Program functions for which specific fixed prices may be required in Section B.

Assuming nearly all of the NASA maintenance contracts will be large, a model organization chart should be prepared and the staffing of each office and function should be defined in at least outline form.  The shop load (TC, PM, IQ) will drive the ultimate size of the management staff required.  Eventually, the total staff size and salary levels must be fixed for estimating purposes.

The qualifications of the person best suited to perform this estimate is one who has been a site or senior manager for a large facilities maintenance contract with hands-on responsibility for budget and manpower planning.

After the annual cost of the Management & Administrative functions are totaled, overhead and profit needs to be added.  Don't forget insurance, taxes, fees, certification and training costs, legal and accounting, consulting, etc.  Other factors which could affect management & administration manning requirements are allowances for overtime, anticipated service requests or work orders from customer/tenants, and new facilities coming on line.

Once all the costs have been estimated, they should be entered on the appropriate place in Section B, Prices/Costs in the same manner required for the bidders.

    
D.  Past Performance Criteria.  “Settling for inexpensive mediocrity hardly seems in the taxpayers’ best interest if an agency determines that it can get better overall value by doing business with a higher priced supplier with an excellent track record.”   This quote from the Office of Federal Procurement Policy is the essential argument  for justifying use of past performance criteria in Government procurements.  Too often in the past,  Government agencies relied on price alone to determine competitive awards.  Experience has shown that it is the combination of price and quality, coupled with proven performance which offer the highest probability of successful performance.  The use of past performance criteria coupled with the use of ISO 9000 quality certification screening elements form the basis of a “Best Value” Source Selection process recommended in this COSS Guide.



1.  Basic Considerations.  FAR 15.605(b)(1) establishes past performance as one of the two mandatory evaluation factors, along with price, for all competitively negotiated acquisitions expected to exceed $100,000, unless the contracting officer documents in the contract file the reasons why past performance should not be evaluated.   In evaluating past performance, the following related factors are considered:



Quality of product or service



Timeliness of performance



Cost Control



Business practices



Customer satisfaction



Key personnel past performance

In evaluating these areas, it is important to decide how much information is relevant to the solicitation and tailor the past performance subfactors to the performance criteria. 

A key point is the need to use past performance as an evaluation factor and just a responsibility criterion.  Past performance should not be treated as a minimum mandatory requirement.  It should be used as a stand alone factor to increase its impact and make evaluation simpler.   





2.  Solicitation Language.  Appropriate solicitation language for using past performance criteria is taken from the OFPP guide and shown in Attachment A.





3.  Past Performance Rating.  Past performance is recommended as a separate evaluation factor as part of the technical proposal criteria.  One suggested set of criteria is shown below:




Past performance will receive____% of the non cost factors ratings in the technical proposal.  Subfactors A, B, CV, D and E are of equal importance and will receive up to 25% of the non cost/ price ratings with the other 10% allocated to subfactor G, quality awards.  The criteria for a rating of excellent is described with each subfactor.




a.  Quality of Product or Service:  compliance with contract requirements - accuracy of reports - technical excellence.  Excellent = There were no quality problems.




b.  Timeliness of Performance:  met interim milestones - reliable- responsive to technical direction - completed on time, including wrap-up and contract administration - no liquidated damages assessed.  Excellent = There were no unexcused delays.




c.  Cost Control - within budget:  current accurate and complete billings - relationship of negotiated costs to actuals - cost effectiveness.  Excellent = There were no cost issues.




d.  Business Relations:  effective management - effective small/ small disadvantaged business subcontracting program - reasonable/ cooperative behavior - flexible - effective contractor recommended solutions - business-like concern for government’s interests.  Excellent = Response to inquiries, technical/ service administrative issues was effective and timely.




e.  Customer Satisfaction:  satisfaction of end users with the contracted services.  Excellent = 90% or more of end users surveyed rated the services as excellent or better.




f.  Where the offeror has demonstrated an exceptional performance level in any of the above five subfactors, additional consideration can be given by the Contracting Officer for that factor.  It is expected that this rating will be used in those rare circumstances when contractor performance clearly exceeded the performance levels described in excellent.




g.  Receipt of widely recognized quality awards or certifications.  Excellent = Achieving ISO 9000 series certification, Malcolm Baldridge Quality award, or equivalent award, covering the entity submitting the offer.  


Evaluation of past performance is largely subjective.  The basis for conclusions of judgment need to be documented.   Neither a favorable nor unfavorable rating is used where a proposer does not have a history of performance.


E.  Quality Standards for  Proposals.tc "C.  Quality Standards for Technical Proposals." \l 2  In addition to past performance information, the request for technical proposal can and should include information about how the firm meets certain quality and technical standards which the Government wishes to see in the selected contractor organization.  These areas would constitute evaluation criteria which the bidders address in their proposals and which the NASA Center/Installation’s Technical Review Board evaluates.  Centers/Installations should add or delete to meet local concerns.  The inclusion of ISO 9000 and Malcolm Baldridge quality criteria is strongly recommended as part of the required submission in the Technical Proposal.  



1.  ISO 9000 Criteria.  The following ISO 9000 elements/ criteria are recommended as Management proposal criteria / requirements to be addressed by the proposers.  This criteria derives from the ISO 9001 series and is intended to provide an evaluation of how well the proposers meet or come close to meeting the ISO quality standards.
NOTE - The criteria is in an audit form;  i.e., it is in a form that the Technical Review Board would use to evaluate the proposers.   In order for the proposers to address these areas, each criteria must be turned into a requirement statement in the Instructions to Proposers Section of the PWS.

Example:  For the Management Responsibility components below, the proposer is asked:

    What is the Company’s quality policy and how has it been documented?

    How are quality responsibilities of Company employees defined and documented?

    Please provide an organization chart showing management structure and relationships.

    Discuss who has responsibility for providing sufficient resources and personnel to complete facility tasks.

    Discuss how management verifies effectiveness of  facility service activities.

    Discuss how conformance to a quality system is maintained and who has oversight responsibility.

    How is the quality system assessed for effectiveness?



ISO 9001 ELEMENTS FOR INCLUSION IN PROPOSAL REQUIREMENTS & FOR USE BY TECHNICAL PROPOSAL REVIEW TEAM

Section 4.1:  Management Responsibility









Audit Evaluation

Components






Strong
Mod.
Weak
Score

Management has defined and



  
10
   5
    0

documented facility and quality policy.

Specific quality responsibilities of



10
   5
    0

employees are defined and

documented.

An organization chart exists which



10
   5
    0

shows management structure and

relationships.

A specific entity has responsibility for


10
   5
    0

providing sufficient resources and

personnel to complete facility tasks.

Management conducts activities to



10
   5
    0

verify effectiveness of design, production,

installation, and service activities.

A management representative, with



10
   5
    0

sufficient authority, has been designated

to oversee conformance of

quality system to the standard.

Managers conduct regular review



10
   5
    0

meetings to assess the quality system

and ensure its continued effectiveness.

Minutes of such reviews are

documented and location of this

documentation is specified.

Procedures covering all activities



10
   5
    0

specified by this section exist.










Total  (((((((
Section 4.3:  Contract Review









Audit Evaluation

Components





Strong

Mod.

Weak
Score

Facility has defined responsibility and


10

5

0

authority for contract review activities.

Facility's contract review system



10

5

0

ensures that customer requirements are

adequately defined and documented.

Contract review system




10

5

0

ensures that inconsistencies between

customer requirements and facility

standards are detected and resolved.

Responsibility and authority for each



10

5

0

step of facility's contract review system

is specified by title/function.

Records of contract review activities are


10

5

0

maintained.

Detailed procedures covering the systems


10

5

0

are available.










Total  (((((((
Section 4.6:  Purchasing








Audit Evaluation
Components





Strong


Mod.

Weak
Score

Facility has defined responsibility and


10



5
    

 0

authority for purchasing activities and

for quality of purchased products and

services

Facility has a documented system for



10



5
 


0

selecting suppliers that ensures that 

authorized suppliers can meet specified

requirements.

Facility has a procedure for verifying



10



5



0

conformity of purchased products and services 

either at facility or at source.  Such verification

does not absolve suppliers of responsibility

of meeting specified requirements.

Detailed procedures covering the systems


10



5



0

herein are available.










Total  ((((((((
Section 4.2:  Quality System









Audit Evaluation

Components





Strong


Mod.
Weak.
Score

Facility has prepared procedures



10
    

5
    0
  

and instructions to meet the

requirements of the standard.

Facility has effectively




10
    

5
    0
  

implemented those procedures and

instructions.

Facility should document procedures



10
   

 5
    0
  

and instructions with quality

plans and a quality manual.

Facility has identified and acquired



10
    

5
    0

resources needed to achieve required

quality levels, including equipment,

material, testing and measuring methods

and devices, and qualified human resources.

Facility's monitoring and adjustment



10
    

5
    0
  

activities ensure the compatibility of

design, production process, inspection

and testing, installation, and associated

documentation.

Facility's system identifies




10
    

5
    0
  

acceptance criteria of all features and

requirements.

Facility monitors measurement



10
    

5
    0
  

requirements to ensure that the facility's

ability to meet measurement

requirements is anticipated and

addressed on a timely basis.










Total  ((((((
Section 4.9  Process Control








Audit Evaluation

Components






Strong
Mod.
Weak.
Score

Facility has defined responsibility




10

5

0


and authority for process control

activities.

Process areas having an impact on




10

5

0


quality have been clearly defined.

Procedures for maintaining controlled



10

5

0


conditions in each such process area

exist and are available to all affected

personnel.

Procedures governing the rigorous




10

5

0


measurement and monitoring of

special processes exist and are available

to all affected personnel.










Total  ((((((
Section 4.14:  Corrective Action








Audit Evaluation

Components






Strong
Mod.
Weak.
Score

Facility has defined responsibility


    

10
  5
    0
 

and authority for designing, implementing,

and documenting corrective actions.

Facility has procedures for detecting




10
   5
    0
 

causes of nonconformity’s, initiating 

corrective actions, controlling their

implementation, verifying their

effectiveness, and documenting procedural

changes in order to prevent recurrence.

Detailed procedures covering the




10
   5
    0
 

systems herein are available.












Total  ((((((


2.  Other Supportive Quality Criteria.   




a.  The ISO 9000 criteria is an excellent tool to learn more about the Contractor’s capability and past performance.  Another tool that can be used to supplement the ISO criteria is the Malcolm Baldridge Quality evaluation factors.  This tool measures a different yet complementary set of business metrics that may be used to supplement the ISO criteria.  Attachment C provides a sampling of the kinds of questions which may also be asked of proposers for the COSS solicitation.  Copies of the entire Baldridge evaluation package may be obtained from:


Malcolm Baldridge National Quality Award


National Institute of Standards & Technology


Route 270 and Quince Orchard Rd.


Administration Building, Room A537


Gaithersburg, MD 20899-0001


Telephone: 301-975-2036


Telefax: 301-948-3716



b.  A third source for drawing Proposal/evaluation criteria is the National Maintenance Excellence Award associated with Plant Engineering magazine.  Attachment  B provides latest award criteria.

Request for additional copies and any questions may be addressed to :


National Maintenance Excellence Award


c/o Plant Engineering magazine


1350 East Trouhy Ave.


Des Plaines, Illinois 60017-5080


Attn: Richard Dunn, Editor


Phone: (708) 390-2691


Fax (708) 390-2770

Note - Recommendation is for each Center/Installation to consider all three sources in selecting Quality related criteria which the proposers must address.  This GPWS places heaviest emphasis on ISO 9000; however, the other sources can complement that criteria depending on the emphasis at the Center/Installation.


F.  Use of Incentives.  The Government has had mixed success with incentive fees.  Incentive fees are the preferable method used within NASA to reward a contractor for exceeding requirements.  How much that effort is worth to the Government is subjective and not an issue for dispute.  This guide does not propose to use an incentive fee in that manner.  If the Government wants to exceed its performance requirements it should simply require a higher level of performance.  If, however, the contractor can influence positive change in bottom line outcomes through process improvement, creativity and other expertise, despite not having total control of all the variables, an incentive fee may encourage that initiative.  The recommendation is to tie any incentive fee to an improvement in the ultimate outcomes as verified by the Outcome Monitoring Plans.  See QA Guide.  The following is a simplistic example of how to structure an incentive fee based on outcome measures.  Similar criteria can be used for notices of environmental violation, power failures, etc.:

H_ PERFORMANCE INCENTIVE

This clause provides for performance incentives based on contractor performance in four areas: safety, customer complaints,  equipment/system availability, and energy reduction.  The incentive pool associated with each area is eligible to be earned by the Contractor independent of performance in any of the other areas.  The Government will pay performance incentive up to an annual amount of $______ for the base year and each option year, if exercised.  

For purposes of this clause, the contract year is the  twelve month period from ________ through _________.

	Area
	Fee Pool Contract Year 1
	Fee Pool Contract Year 2, 3, 4, and 5

	I. Safety
	$
	$

	II.  Customer Complaints
	$
	$

	III.  Equip/Syst. Avail.
	$
	$

	IV.  Energy Reduction
	$
	$

	Total
	$
	$

	
	
	


Equipment Failures.  The Contractor will earn a yearly performance incentive fee of  $_______

to be paid on a semi-annual basis.  The amount of the fee will be determined by the average and maximum number of equipment failures occurring  over each six month period.  The following table applies:

Avg. monthly DR

Max DR for any month

% of Incentive fee paid


<5%


and

5%




40%


<4%


and

5%




50%


<3%


and

4%




70%


<2%


and

3%




80%


<1%


and

2%




100%

Note - Actual numbers of equipment failures or breakdowns should be  used instead of a percentage.  Also,  the point at which an incentive is paid is based on the Contractor improving the outcome beyond normal variation limits;  i.e., in this example,  5% is a lower limit and any improvement on it is considered to be due to Contractor performance.


The incentive fee must not be subject to the disputes clause.  Check with your contract specialist on this issue.


G.  Partnering. tc "E.  Partnering. " \l 2  Partnering agreements between contractor and Center/Installation facility managers are a method and a philosophy designed to foster cooperation and reduce the adversarial environment typical of many contract relationships.  Coupled with a negotiated procurement strategy and selection based on Quality standards and past performance, it can help achieve bottom line goals for both contractor and facility managers.  Attachment D provides a more in-depth look at the partnering concept and application results published by the Associated General Contractors of America.  The following is a suggested minimum Partnering clause to be inserted in Section H of the solicitation.

H__ PARTNERING

The Government defines partnering as it relates to this contract as: a facilitated process that involves both Government and Contractor personnel meeting together for the purpose of identifying, considering alternatives, resolving and implementing improvements, for various identified Government and Contractor concerns, problems, performances, and opportunities.

Facilitated partnering meetings are to be scheduled as needed but not less than monthly.  The Contractor shall provide the facilitator.  During the first 30 days after contract start, the first partnering meeting shall be scheduled by the Contractor.  During this initial meeting norms shall be established for subsequent partnering meetings.


H.  Davis‑Bacon Considerationstc "F.  Davis‑Bacon Considerations" \l 2.  This guide performance work statement is designed to include construction and alteration work up to the CoF limit of $200,000 per job.  This specification will therefore include both work covered by the Service Contract Act and work requiring Davis Bacon rates.  It is suggested that the Contractor be responsible for complying with the Davis Bacon wage rate requirements and include that consideration in the bid.  In speaking to that issue it is best to refer the Contractor to FAR 22.401 (b)(1).  It provides, for example, that if a substantial and segregable amount of construction, alteration or repair is required, such as for the installation of heavy generators or large refrigerator systems or for plant modifications or rearrangements, the Davis-Bacon Act would apply to such work.  Generally speaking, repair work that is subject to the Davis-Bacon Act is normally regarded as construction work (see FAR 22.402(a) - “The requirements of this subpart apply ... only to construction work that is performed by laborers and mechanics...”

While the performance of construction work will be covered by the COSS contract, it is not expected that there will be a significant amount of such work that will fall in the “repair” category.  Rather, it is anticipated that most of the repair work that is performed will be subject to the Service Contract Act, which applies to all Government contracts whose principal purpose is to furnish services through the use of service employees (See FAR 22.1003-1)  The FAR identifies as examples of covered contracts, at 22.1003-5, those for “Maintenance and repair of all types of equipment...” and “Operation, maintenance, or logistics support of a Federal facility”. 

V.  OPERATIONS ISSUEStc "V. MANAGEMENT CONSIDERATIONS"

Prior to award it is essential that the Center/Installation consider the following aspects of the operation and administration of the contract: 

NOTE:  More issues are  identified in the area of Section VI.  Lessons Learned.


A.  Quality Assurance Evaluator or Contracting Officer’s Technical Representative (COTR) Staffing.  It is vitally important to have an adequate number of qualified QAEs available prior to the contract start date.  The QAE should have a good working knowledge of maintenance and inspection procedures and should preferably have attended technical training courses, such as roofing maintenance and repair, painting, HVAC, etc.  Prior to bid opening, it is essential that the QAE become familiar with the specification.  Staffing requirements will depend on the quantity of Fixed-Price and IQ work.  Refer to the QA Guide for guidance in calculating your specific requirement. 


B.  Site Visits.tc "B.  Site Visits." \l 2  The COTR/QAE or other Government representative should be prepared to conduct site visits with potential bidders after inviting bids.  The purpose of these visits is to familiarize the Contractor with the location of contract requirements, not to provide additional information which should have been included in the PWS.  QAEs must be briefed by the Contracting Officer or the Contract Specialist as to what can be said to potential bidders during site visits.  Customers must also be briefed on precautions to be taken so as not to reveal sensitive information to potential bidders during these visits.


C.  Facility Managers  .  Are Facility Managers or other Customer liaison personnel designated to act as focal points for customer complaints and notification by the Contractor of work scheduled in their building?  If so, have they been properly trained?  Are they familiar with the specification?  Has a method been developed for customers to submit complaints to the QAE?  Note that the use of Customer Contacts could significantly reduce your Quality Assurance staff requirements and total administrative costs.


D.  Quality Assurance.  The following QA issues need to be resolved by the PWS/QA Team members early in the PWS development process :



1.  What QA philosophy are you adopting?  - Traditional or ISO 9000 centered? The traditional QA approach assumes defects are there to be found and deductions made to punish the Contractor.  The more successful approaches put the effort up front in selecting good contractors with proven performance, which reduces the need for a large QA effort.  The award process considers the best combination of price and quality versus just awarding to a low bidder.   



2.  How much QA can you afford to do?  This question should be asked of each functional area.  Start with the resources you expect to have and go through each QA plan guide to decide on the level of QA that is appropriate and can be performed with your resources.



3.  Have you defined the roles and responsibilities for QA?  How will you be organized under a Performance Based Contract (PBC) operation.  What is the role of the Center/Installation QA office versus that of the facilities organization?     



4.  Are adequate QA Plans prepared and ready for use?  Don’t wait until the last minute to consider your QA effort.  Design your QA plans concurrent with the specification.  Practice using them on the incumbent Contractor for a test run.



5.  Are you going to use Random Sampling for extrapolating deductions?  Check with your Contracting and legal offices to ensure consensus on the proper use of Random Sampling for Extrapolated Deductions (RSED). 



6.  What training do you need for your QA Evaluators?  Every QAE facility support contract manager (FSCM) or COTR  should also receive QA training.  Check with HQ Code JX for available sources.



7.  Have you developed a Performance Requirements Summary with your Job Analysis including a decision on Maximum Allowable Defect Rates (MADRs) for each of your contract requirements.  The PRS must be developed with the specification and is the primary source for developing the QA plans.  


E.  Contract Integrity.tc "E.  Contract Integrity." \l 2  It is important to separate the ordering function from the inspection function to maintain contract integrity and avoid any conflict of interest or the appearance of any conflict of interest.  The COTR or other technical representative who plans and negotiates the work order must be different from the person inspecting and accepting the completed job. In instances where this is not feasible, the supervisor should at least randomly sample some of the subordinate’s work orders and document that ordering and inspection services are valid.  The concern is the potential for fraud and abuse.  Even the appearance or opportunity for collusion may cause problems when and if audits are conducted by outside agencies.  


F.  Organization and Staffing.  How will you transition from your current Cost Plus environment to the PBC approach?  Does your QA effort match the resources available ?  Do the functions required (work generation/negotiation of delivery orders, inspection, etc.) suggest any structural changes to your current organization?


G.  Predictive Testing & Inspection Program.  For some facilities systems, Predictive Testing and Inspection (PT&I) can be a cost effective tool for assessing and monitoring material condition.  Understanding and monitoring the material condition has both near and long term benefits.  Near term, emerging conditions can be assessed and corrective maintenance, prior to failure, can be scheduled.  Long term, major material deficiencies, that may require redesign or capital, can be identified, planned for, and monitored as the new or upgraded "replacement" is put in-service.  However, in order to be effective, PT&I data must be collected and analyzed on a regular schedule by qualified people. 


The PT&I work will be performed by NASA staff, the facilities contractor, or a third party.  If a third party is used, they may be a sub-contractor to the facilities contractor, or, directly under contract to NASA.  All of the approaches have advantages and drawbacks:



1.  NASA Staff.  Even though NASA is contracting for a significant amount of facilities related work, NASA (you) is still the owner.  You are therefore usually responsible for the costs associated with most repair (as defined within the contract), and all costs associated with obsolescence or wear out.  What better way to retain knowledge of the material condition of the facility than having NASA staff collect and analyze the PT&I data?  




a.  Advantages.  Clearly the advantages are that NASA will be getting first hand, unbiased information.  




b.  The disadvantages are:





(1).  Inadequate staff size or capability.  The amount of PT&I work will obviously depend on the facility size.  Even though you may want to perform this important function, you may not have qualified NASA staff, or not enough PT&I work to maintain the staff proficiency.





(2).  Additional costs.  You will need to buy, or maintain, the PT&I systems and provide training for the NASA staff.  This will be an on-going expense,





(3).  Conflicting priority.  The NASA staff may have many things to do and PT&I could be a collateral duty.  While very important, PT&I is not often urgent.  It is therefore easy to "put off" the PT&I which means that, sometimes, it never gets done.





(4).  Lost staff.  If you do develop a PT&I capability, you will need to be prepared for staff turn-over such as retirement or job change.  Given the realities of Government personnel management/control, NASA may not be able to quickly replace a lost PT&I staff member.



2.  Facilities Contractor.  PT&I is a time/cycle-based function and, in terms of the contract, is treated similarly to Preventive Maintenance (PM).  You will need to specify precisely what PT&I  is to be performed, on which systems and equipment, how often to collect and analyze data, and what actions to be taken with the resulting material condition information.  For example, collect and analyze vibration data on all facilities machines with motors larger than 7.5 horse power; perform the collection and analysis at least once every three months; and provide results and recommended actions within 15 days of collecting the data.  Having the facilities contractor perform the PT&I function may be the most cost effective way to perform this work.  




a.  The advantages include:





(1).  Accountability.  The Contractor will be asked to provide a fixed-price to perform some aspect of PT&I.  The Contractor is then responsible for all actions including providing PT&I technology, trained personnel, work scheduling and completion reporting, etc.  In other words, all of the functions that the Contractor will perform for other elements of the contract and are therefore routine items.  In addition, even though the Contractor has a limit of liability for systems and machinery failure, the Contractor  may be completely liable if a PT&I function was not performed.  This can be a powerful incentive to the Contractor to ensure that the PT&I work is performed on time.





(2).  Site knowledge.  The contractor staff will be performing the facilities operation function and will have the best knowledge and understanding of the machine operating conditions.  They will therefore be able to ensure consistent conditions when taking the vibration data.  





(3).  Flexibility.  In addition to machine knowledge, the contractor staff will have flexibility in scheduling the data collection and will be able to work around operational constraints.  They will also be able to monitor some machines more often if they see changing conditions.




b.  Disadvantage is:





(1) Inspection of contractor work. If the facility contractor performs the PT&I, NASA will need to plan on inspecting the work.  Inspection entails three levels: contractor capability, contractor performance, and contractor competence.






(a).  Contractor Capability:  Inspecting contractor capability is the most basic, and easiest, level of inspection.  If someone was hired to carry away a mound of dirt, that person may be asked to demonstrate that the necessary tools are available, like trucks and shovels, to get the dirt away.  Similarly, the Contractor may be inspected to see if the capability to perform specified PT&I exists.  For example, if the contractor is to perform vibration analysis, does the contractor have the necessary vibration data collectors?  Are they functional and calibrated?  Does the contractor have trained personnel on staff to collect and analyze the data?  Have the machines been marked and sound disks applied?  At this level you are not asking if the work was done or, if done, was it done effectively.  You are inspecting to see if the Contractor has the tools, people, procedures, and has performed any required preliminary work, in order to be capable of performing the specified PT&I.  Clearly the PT&I requirements, such as required data collection equipment and personnel must be specified in the contract.






(b).  Contractor performance.  After performing the first level of inspection, contractor capability, you are ready to inspect for contractor performance.  Contractor performance identifies if the Contractor did the work specified in the contract.  For example, did the Contractor collect and analyze the vibration data on all facilities machines with motors larger than 7.5 horse power; did the Contractor perform the collection and analysis at least once every three months; and did the Contractor provide results and recommended actions within 15 days of collecting the data?  Inspection for contractor performance requires you to check the PT&I databases for evidence of data collection and analysis results.  The data inspected is selected using the techniques discussed in QA Plan #3 - Surveillance Guide #2.






(c).  Contractor capability.  The most difficult area to assess is the contractor capability; i.e., how competent and diligent are the people performing the PT&I work?  There are two indicators of competence.  The first is the ability of the personnel to explain their analysis technique and show how they have applied the technique to the facility.  If they are using any computer screening techniques, are they doing some random verification that the screening is performing as expected?  The inspector will need to know the technology and be able to perform the analysis.  Finding an inspector qualified to inspect at this level could be difficult and you may need to "import" an inspector from another NASA or Government facility or an outside contractor.  The second is a quantitative review of their results.  When the PT&I program is relatively new, the analysts can expect have "finds", that is, facility equipment and systems that have degraded material conditions.  As the program matures, the level of finds should decrease and stabilize.  In addition, the overall availability of the facilities systems should increase and the number of unexpected failures should decrease.  The size of the facility (and therefore the sample size) will determine the level of stability and it will be different from site to site.  You should not expect that there will ever be no finds or that there will ever be no failures in a normal year.



3.  Third Party Contractor.  You may choose to have a third party perform the PT&I work directly for NASA or the prime contractor may have a third party perform the work as a subcontractor.  If the work is through the prime contractor, then the previous discussion for the prime contractor will also apply for the subcontractor.  




a.  Advantages of having a third party contractor perform the PT&I are the reasons we hire any outside expert:





(1).  Lower cost.  Depending on the facility size, a third party contractor can do the work cheaper because the contractor is more experienced and becomes more efficient at doing the job, can spread the cost of the analysis equipment over many customers (in addition to NASA), and has more flexibility in staffing the work.





(2).  Experience.  Because the Contractor has this work as a core function, the staff is more experienced in taking and analyzing vibration data.  In addition, the staff works on many different types of machines and therefore gets exposed to a broad range of vibration issues.





(3).  Performance.  The Contractor’s job is to take and analyze the PT&I data.  Unlike a NASA staff (or the prime contractor's staff), the Contractor will not get pulled off the job to respond to operational requirements.  In other words, the PT&I will not get put off due to facility day-to-day activities.





(4).  Satisfaction.  If you are not satisfied with the Contractor’s capabilities or performance, you can fire them.





(5).  Fast start.  You can get started much quicker with a contractor because of the experienced staff and because PT&I equipment is immediately available.




b.  The risks associated with hiring a third party contractor are:





(1).  Incompetence or poor performance.  The Contractor may not be capable of performing the PT&I.  As discussed earlier, you will still need to inspect.  Even if the Contractor is fully competent, it does not mean they show up on time and do the work.





(2).  Inflexible.  Once scheduled, the Contractor will show up and expect to get to work.  If you can not support the data collection, the Contractor will have to come back at another time or the data will simply be skipped until the next scheduled collection period.  If you require the Contractor to return, it will almost always cost you more money.





(3).  False alarms.  Because the Contractor may not be familiar with your machines or their operation, you may get recommendations that result in unnecessary work.

VI.  LESSONS LEARNED.    

Based on discussions with NASA Centers that have gone through the PBC process and experiences of other Federal agencies with Performance Based Contracting, the following issues and lessons learned have been gathered and are offered for consideration.


A.  Procurement  Experience 



1.  Type of Procurement.  All experience points to the value of a Source Selection procurement process with heavy emphasis on Past Performance evaluation as a separately weighted element.  The Technical proposal should also include ISO 9000 management and process evaluation criteria which the proposers address in their submission.  A sample requirement is provided in Section IV.C.  



2.  Base Year and Options.  There is a decided advantage in having a maximum base period and option year length to reduce solicitation development.  In addition, many of the concepts in this COSS Guide will require time to reap benefits from such concepts as RCM,  PT&I programs, and energy savings initiatives.  Be sensitive to your availability of funds.  Check with your comptroller on the availability of funds that may allow you to go with a two year base period and three option years, or restrict you to a one year base and four option years.   


3.  How Many Contracts To Have And When To Roll-In Existing Contracts.  There are pros and cons.  More contracts require greater administration and development costs and may require closer coordination if work overlaps.  Fewer contracts may save development and administrative costs but put all your eggs in one basket in the event of default or poor performance.  Some concern has been raised in the field that the prime contractor may subcontract for the IQ work and that the Government pays the subcontract overhead cost.  The addition of an IQ portion of the contract is intended to allow for issuing individual job orders that cannot be identified in advance and which avoid the need for putting out separate contracts.  There is no obligation to order any IQ work, since the guaranteed minimum value of the contract is the Firm Fixed-Price Lump Sum portion of the contract.  Bear in mind that either small purchase or separate invitation for bid (IFB) contracts for any of the IQ work may be used if it is felt that the unit prices or labor rates bid are not competitive.  This will not be known however, unless the IQ portion in the contract is included. 


With regards to rolling in existing contracts, contracts that may interface with any functions in the COSS contract should be considered for roll-in.  Once the decision is made to roll in any existing contracts, the recommendation is to restructure those  specifications to include one month options and to make the expiration near the anticipated start date of the new COSS contract.  If there are existing contracts for critical functions and the Contractor is performing well with no interface with the COSS, they can remain in place. 



4.  Schedule of Deductions.  If you use the Schedule of Deductions, be sure to require prices up front for evaluation purposes.  After award, the schedule should be negotiated if imbalances are evident.



5.  How to develop the Government estimate.  IQ work is best estimated from the standard labor hours and wage rate data.  Unit price IQ work will require using the R.S. Means or other estimating guides.  FFP work is more difficult since it includes management and administrative functions.  The recommendation is to gather these costs from other Center/Installation experiences and adjust for geography if wage rates differ significantly.  Over time, the Center/Installations should consider a central repository or database which all Center/Installations can contribute to and access, for the latest cost data by major function and bid items. 



6.  Variation in Quantity Clause.  It is reasonable to offer an equitable adjustment to the Contractor’s unit prices if the quantities expected are actually exceeded by more than a meaningful  percentage.  Recommendation is to use a plus or minus 15 percent variation. The following clauses apply:



F.3  VARIATION IN QUANTITY
(a)  If the furnished or delivered quantity of a unit priced item as identified in Section C varies on an annual basis more than 15 percent above or below the number of units in Section C, an equitable adjustment in the contract price shall be made upon demand of either party.  The equitable adjustment shall be based upon any increase or decrease in costs due solely to the variation above 115 percent or below 85 percent of the number of units.

(b)  If the Contractor furnishes unit priced items in the estimated quantity plus 15 percent, the Government may require the Contractor to furnish additional quantities of such items under the Indefinite Delivery Indefinite Quantity (IDIQ) provisions of the contract.  Payment will be made in accordance with the IDIQ provisions of the contract, and the Contractor will not be entitled to an equitable adjustment.

(c)  For purposes of determining the applicability of this clause, there shall not be included in the count of services performed, or item delivered (1) any services or items which the Contractor is required to provide to remedy the consequences of any act or omission on the part of the Contractor, its agents, employees, or subcontractors, or (2) any items or services which the Contractor performs or delivers in order to support its own operations (rather than satisfy the requirements of this contract).  Examples under category (1) include any repair or restorative work that might be required due to the negligence of contractor employees; examples under category (2) include services expended by the Contractor to move or relocate its personnel on-site, and the acquisition of equipment and supplies to accommodate the needs of the Contractor’s employees.


7.  How To Structure Reasonable Business Risk - Both Government And Contractor.  Fixed-price work should be fairly stable and known in order for the contractor to bid a lump sum amount.  Such work as trouble calls, PM and recurring work like custodial, grounds, refuse, etc. are all work tasks that offer a reasonable risk for a fixed-price bid.  It becomes riskier if you require the Contractor to be responsible for equipment or other repairs totaling $_____per breakdown.  Just remember that the greater the risk to the Contractor, the greater will be the size of the bids to allow for these costs.  


In mathematical terms:


Contractor Profit = Price bid - [ Performance costs + Risk of failure costs]


Risk of failure costs = [Probability of failure] x [Average cost of failure] 

Although there is value in tying the Contractor’s performance to reduced failure, it doesn’t happen overnight.  Consider a grace period where the amount of Contractor responsibility is reduced.  For PM and PT&I, results may not be evident for at least one year.



8.  CoF Projects.  Place CoF work in the IQ portion of the contract for greater flexibility in funding.



9.  Firm Fixed-Price Versus Indefinite Quantity Work.  The following criteria is suggested:

Use firm fixed-price if requirements, workload and date needed are known and dollars are available.  

Use IQ portion (Pre-priced/unit price) if requirements and workload can be defined but when it is needed cannot be defined.

Use IQ - if requirements, workload and need date all are unknown.  



10.  Use of a Central Technical/Bidders Reference Library (TRL).  Use of a TRL is critical to providing ready access to historical workload and other Center/Installation data for Contractors’ review.  



11.  Data Requirements Descriptions (DRDs).  Records, reports and submittals will be required of most functional areas.  Lessons learned are:




a.  Designate one contact point to coordinate all DRDs




b.  Before writing any DRD, the steering committee should decide on the maximum number or DRDs and philosophy of what determines whether a DRD is written.




c.  As there are many writers of the statement of work and DRDs, number them in such a way that if a DRD is added or deleted in one Annex, it does not require renumbering all of the DRDs in the other annexes.


B.  Specification Development Experience 



1.  Legal  Reviews and Involvement.  Many elements of the procurement process, the specification clauses and the quality assurance concept, are subject to potential Contractor protests and litigation.  For this reason, it is critical that the legal staff be brought into the PWS and QA Plan development process early on.  One Center experienced considerable re-writes because the legal reviews occurred just prior to CBD.



2.  Benchmarking.  Why re-invent the wheel?  Many Federal agencies have used Performance Based Contracting for years.  Coordinate with HQ Code JX for sources and available reference material.



3.  Specification Format - Tabular Versus Narrative.  Some Centers have adopted a tabular or landscape format for the technical specification, which came from the Navy’s Bangor Washington contract.  This format has the advantages of presenting a lot of information in a clear view instead of having to jump back and forth to different sections of the specification.  It includes the Performance Requirement, Related Requirements and Information, Workload Data, and Minimum Standards.  The disadvantage is that it is limited by the width of the paper and therefore cannot contain as much information as the traditional narrative form supported by the standard Performance Requirements Summary sheets.  This COSS Guide uses the narrative form for the technical requirements coupled with a separate Performance Requirements Summary.  Our experience is that the technical requirements simply require more space than the tabular form allows.  Either form is acceptable.  Each Center/Installation will have to decide the merits for itself.



4.  Generating Accurate Workload Quantities.  Look at  data needs early on in the development process and start generating the reports necessary to summarize that data in your solicitation.   



5.  Developing Realistic Schedules.  Check with other Center/Installations who have gone through the process.  Allow sufficient time for contingencies like solicitation questions, bid protests, etc.  Visit other sites to get a feel for the realities of the process and how long it really takes.  Benchmark and network.  Allow time for many edits and re-writes.


6.  Dedicated Development Team.  The development team(s) need to work on the process full time.  Where more than one team is involved, be sure there is a link pin member with each of the other teams.  See Exhibit A.



7.  Training Needs.  NASA has recently arranged with the Navy Center for Acquisition to provide both Performance Based Contracting training and QAE training.  Coordinate with your procurement group or HQ Code JX.



8.  Doing It Yourself Versus Use of a Consultant.  There is a definite value in doing it yourself; however a consultant can make that process easier by providing guidance and training.  The recommendation is not to turn over the process to someone else, but to bring in an experienced consultant who can at least get you started on the right tracks and provide course corrections.



9.  Report requirements.  Standardize the method and format for required records, reports and deliverables. This standard must be followed by all functional development writers.



10. Assigning a Number.  A Center assigned numbers to each contract requirement in the Performance Requirements Summary (PRS) utilizing the Section C section numbers.  The same number was utilized in the paragraph (clause) headings in Section C, for example “Contract Requirement No. C13-04, Annual Roof Report.”  These same numbers were also used in the Schedule of Deductions in Section E.  This numbering system ties these sections together and makes it easy to trace a contract requirement through the contract document.


C.  Operational Experience 



1.  What Management Controls/responsibilities will remain with NASA.  The issue here is what is the optimum split of management tasks between the Center/Installation and the Contractor.  As an example, does the Center/Installation want to manage and receive/screen the trouble calls before giving them to the Contractor?  Does the Center/Installation want to get involved in the work schedules and input priorities?  As a general rule, this GPWS recommends transferring the same responsibility split you now have under your cost plus contract to the PBC COSS contract.  The major difference is that under the PBC IQ portion, the Government must generate the IQ work orders, negotiate them and provide Quality Assurance.  Day to day management of workload should be a Contractor responsibility.  Customer liaison is another area where there may be some overlap.  Daily coordination of work with customers is a contractor responsibility; however, the Contracting Office/QA organization also needs to communicate with them to ensure job satisfaction. 



2.  What is the Quality Assurance Philosophy ?- Traditional/ ISO 9000?  What MADRs are appropriate?  Discuss the QA Concept options as a team with all key players.  Reach consensus on that approach and be sure resources are available to achieve it.  Each functional manager should decide the proper MADR.  Do not just pick the same percentage for all functions.  Be clear in understanding that the MADR IS NOT the point at which deductions start.  Deductions are made for all non-performed work.  The MADR is simply the point at which you require the contractor to take effective action to get things under control - or else.



3.  Installation Provided Property (IPP).  As a general rule, contract clauses or statements which make contractor performance dependent on Government performance should be avoided.  This is especially true in a performance based contract where contractor responsibility would be diluted if the Government were directly involved in the process.  Policy as stated in FAR 45.102 is that ordinarily, contractors are required to furnish all material required for performance of a Government contract.  Supplies and materials should be furnished to a contractor only when it is in the Government’s interest by reason of economy, standardization, speed, or other appropriate circumstances.  In accordance with this policy, contractors normally should be required to provide supplies or materials that will be consumed or expended in the performance of an RPMA  (Real Property Maintenance Activity) function.  



 The decision to offer or not offer Government property shall be determined by a cost-benefit analysis justifying that the decision is in the best interests of the Government.  The determination must be supported by current, accurate, complete information, and be readily available for the independent reviewing activity.  The design of this analysis shall not give a decided advantage/disadvantage to either in-house or contract competitors.

 

If the Government is to provide the Contractor the use of existing and available Government owned tools and equipment in the performance of the contract the Government furnished tools and equipment are to be listed in Attachment J-C3.  In the case of  high cost items that may be used by other Center/Installation contractors or civil service personnel an option is to establish a checkout system to make the equipment available to users.  If this approach is to be taken, the items should be listed in Attachment J-C3 and clearly identified as available through a checkout procedure.



Specific Lessons learned/Recommendations  are:




a.  None of the IPP is reported on the 1018.




b.  Two lists of IPP are suggested: 

· List 1 consists of  items made available to the Contractor that would have to maintain and replace at Contractor expense when no longer usable but still needed.

· List 2 are items that the Center/Installation considers critical and which the Contractor would have to maintain but replacement would be at the Government’s expense.




c.  In general, the Contractor cannot use Government stock material.




d.  Contractor should not withdraw excess material from the Redistribution and Utilization 



Department.




e.  Ensure Legal chops are                                                         

 Item


  

    







Unit

  No.



Supplies/Services                                 Quantity        Unit*
Price  Amount
on all wording related to IPP.
EXHIBIT A

DEVELOPMENT TEAM RELATIONSHIP CHART
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ATTACHMENT  A 

SOLICITATION LANGUAGE FOR USING PAST PERFORMANCE

FAR 42.1503 (e) does not allow for the use of past performance information for source selection if that information is older than three years.  The solicitation must therefore ask the proposers for references on current or contracts completed within the last three years.

“ Once the time frame has been determined, contractors should not be allowed to “cherry pick”, to provide selective information on their past performance history.  All contracts performed during the identified period, or the last “X” contracts performed by the entity within the identified period should be sought.  The government can determine which contracts are relevant to the solicitation.  The goal is to get a true picture of the Contractor’s overall, recent performance record.  It is recommended that Section L ask only for a list of the previous contracts and contact points and for a description of any quality awards earned by the offeror.  It is not necessary to burden the process by asking that the offeror prepare a description of its past performance history in the proposal.  However, some contracting officers have felt it beneficial to ask the offerors to discuss any major problems encountered on the contracts listed and the corrective actions taken to resolve them.

It is important to ask for at least two references on each contract.  In addition to ensuring that all aspects of the Contractor’s performance will be discussed, it also ensures that anonymity of the references can be maintained.  There is considerable concern that there will be a tendency for inflated rating from references if the name of the person providing the rating is revealed by the offeror.  FAR 15.610(c)(6) and 15.1003 (b) (4) prohibit release of the names of individuals providing reference information about an offeror’s past performance.

Section L should include a statement that the government may use past performance information obtained from other than the sources identified by the offeror and that the information obtained will be used for both the responsibility determination and the best value decision.

It is further recommended that the solicitation contains a copy of the past performance questionnaire (survey) form that will be used to record the information received from the references.  This allows offerors to know what is important to the government on this contract and helps offerors in their proposal decisions.  The questionnaire should be listed as an attachment in Section J and Section L should note that it will be used to collect past performance information.

Section M should stipulate the percentage score, or relative importance, that past performance will receive.  This should be a significant portion of the evaluation.  As discussed in Chapter 2, it is recommended that past performance receive at least 25% of the non-cost score or be equal to or more important than any other non-cost factor.  Major areas on the questionnaire should be listed as evaluation subfactors, as appropriate, and the percentage or relative importance each will receive in the evaluation should be specified.

It is also important to indicate how offerors with “no” past performance will be evaluated. 

Sample Solicitation Provisions:
Shown below are examples of solicitation provisions for Sections J, L and M for the  past performance portion of the total solicitation instructions.  They were developed from a review of solicitations sent to OFPP by agencies participating in the Past Performance Pledge Program.  They should not be viewed as the only way to include past performance in the solicitation.  Each solicitation must contain instructions and evaluation information that best reflects the individual acquisition.

Section J.  List of  Attachments

Offerors should send their listed private sector references a letter to the following effect authorizing the reference to provide past performance information to the government.

Client authorization letter (optional)

Dear “Client”

We are currently responding to the NASA RFP ________ for the procurement of ________.  NASA is placing, in their procurements, increased emphasis on past performance as a source selection factor.  They are requiring that clients of entities responding to their solicitation be identified and that the clients’ participation in the evaluation process be requested.  In the event that you are contacted for information on work we have performed, you are hereby authorized to respond to those inquiries.

We have identified Mr./ Mrs. ________ of your organization as the point of contact based on his/her knowledge of our work.  Your cooperation is appreciated.  Any questions may be directed to __________.






Sincerely,

Section L.  Instructions.

Past Performance Information:

Offerors shall submit the following information as part of their proposal for both the offeror and proposed major subcontractors:(The information may be submitted prior to the other parts of the proposal, to assist the Government in reducing the evaluation period).

A.  A list of the last_______ contracts and subcontracts completed during the past three years and all contracts and subcontracts currently in progress.  Contracts listed may include those entered into by the Federal Government, agencies of state and local governments and commercial customers.  Offerors that are newly formed entities without prior contracts should list contracts and subcontracts as required above for all key personnel.  Include the following information for each contract and subcontract:


1.  Name of contracting activity


2.  Contract number


3.  Contract type


4.  Total contract value


5.  Contract work


6.  Contracting Officer and telephone


7.  Program manager and telephone


8.  Administrative contracting officer, if different from 6, and telephone


9.  List of major subcontractors

B.  The offeror may provide information on problems encountered on the contracts and subcontracts identified in A above and corrective actions taken to resolve those problems.  Offerors should not provide general information on their performance on the identified contracts.  General performance information will be obtained from the references.  (Use this paragraph if written input from the offeror is desired in addition to the information from the references.)

C.  The offeror may describe any quality awards or certifications that indicate the offeror possesses a high quality process for developing and producing the product or service required.  Such awards or certifications include, for example, the Malcolm Baldridge Quality Award, and private sector awards or certifications (e.g. ISO 9000 registration, compliance, etc.)

      Identify the segment of the company (one division or the entire company) that received the award or certification.  Describe when the award or certification was bestowed.  If the award or certification is over three years old, present evidence that the qualifications still apply.

D.  Each offeror will be evaluated on their performance under existing and prior contracts for similar products or services.  Performance information will be used for both responsibility determinations and as an evaluation factor against which offerors’ relative rankings will be compared to assure best value to the Government.  The Government will focus on information that demonstrates quality of performance relative to the size and complexity of the procurement under consideration.  The Performance Information form identified in Section J will be used to collect this information.  References other than those identified by the offeror may be contacted by the Government with the information received used in the evaluation of the offeror’s past performance.

END OF ATTACHMENT A
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BENEFITS OF PARTICIPATION

Whether or not an applicant reccives an
award, the silc applying will derive a
number of important benefits.

A

Maintenance operations assessment.
Applicants find that completing the
application facilitates an internal audit of
strengths and opportunities for
improvement in maintenance and
equipment performance.

Competitive awareness. Applicants
find that entering the award program
increases awareness of their maintenance
operations and rellects favorably on their
commitment to utilize maintenance as a
competitive advantage to the business.

Feedback for continuous improvement
programs. By applying for the Awurd,
sites are provided valuable bench-
marking comparison dala to support
their continuous improvement eftort.

Goal setting. Applying for the Award
helps sites establish prioritics and
competitive performance goals because
the application is based on standards of
maintenance excellence,

Increased cooperation. Applying for
the Award builds a sense of sile
tcamwork and emphasizes the value of
interdepartmental support, coordination
and cooperation.

OBJECTIVES

A

Increase the awareness of maintenance as
a competitive edge in cost. quality,
service and throughput,

Identily indusiry leaders, along with
potential or future leaders, and highlight
“best” practices in maintenance
management.

Share successful maintenance

straicgics and the benefits derived from
their implementation. Support or justify
new or enhanced management practices.

Understand the need for mavaging

R

change and stages of development to achicve
maintenance excellence.

ELIGIBILITY

The Award is open to all industrial plants and
tacilities located in the United States. Only
single-site maintenance operations may reccive
the Award, versus a subsidiary, division or
seclor.

Awardy will be presented in three cuategories:

A Process manutfacturing plant maintenance

A Discrete manufacturing plant
maintenance

A Service industry/facility maintenance

Process and discrete manufacturing plant
maintenance must include all maintenance
operations at a site supporting the
manufacturing of a product. Service
industry/facilities maintenance must include all
maintenance operations at a service industry site
or all maintenance operations supporting a
fucility.

A maximum of three awards may be presented
annually in each category. It no applicants
quality, no awards will be given,

FEEGBACK

Applicants will receive a benchmark feedback
document showing how data provided by (he
applicant compare with top performing
companics in these key areas:

« Organization

Excellence Practices

Materials Management

« Costs

« Employee Development
Over 50 performance indices are analyzed and
provided in the feedback document, along with

a sumnary of the applicant’s strengths and
opportunities {or improvement.
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APPLYING FOR THE AWARD The Board of Directors establishes the
Award criteria and policies. Directors
serve as applicant evaluators and conduct
on-site visits of the Award finalists.

To apply for the Award, your company
must use the ofticial application
document. Applications must be received
by the award administrators by

1 1993 The administrative support of the program
Jpnc - 1993. is provided by Plam Engineering
Each application must be accompunied by Magazine and A.'I* Keamney. All funds
payment of the $2,000 application fee, " collected are used solely for conducting
which covers application processing and the Award program.
preparation of the individual bench- The National Maintenance Excellence
L g i ‘ 2 .
marking feedback document. . .
Award is presented at the National Plant

. . Engineering Conference held in Chicago

After a thorough review of the & & °

= . . ch year.
applications, a Bourd of Directors (listed cach ye:

on back page) will select tinulists eligible
for an on-site review. A two- (o three-day
on-sile review by (two to four examiners

will take place. Upon completionof the I I |
on-site reviews, the Board of Directors 1993 A_WARD SCHEDULE -

will again meet to review tinalists und

select the Award winner(s). For finalists i January 1 Applications avallat].',e

only. there will be a site visit fee of { ‘ o

$8.000, which includes an examiners I Jiune 1 Applications due

guide, a more detailed feedback document l "

and the on-site revicw by a team of | August * Evaluation of applications

examiners, ! " byBoard of Directors

CONFIDENTIALITY .
September Feedback documents

All applications, data, feedback. and l mailed to all apﬁlicants

scoring information developed during the o

review process will remain proprietary
A P .. . Prol ) September — : ~
and confidential. Information on Finalis i e
successlul strategies of Award winners _Octaberv . Finglis _on-§| e reviews
will be released only with their approval. o
October Finalist review and
' selection of winners - -
by Board of Dlrectors :

AWARD PROGRAM ADMINISTRATION

The National Maimtenance Excellence
Award is under the direction of a special
Board of Directors. Members of the
Board of Directors are professional plant
engineess and maintenance managers who
are industry leaders experienced in the
activitics covered by the Award.

Recogmze wmners at
- National .Plant,..-_ :
Engineering Conference. .
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REVIEW CRITERIA

“Facusivea

. Organization

Excellence
Practices

Materials
Manayement

‘Lealership Bharacteristics
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Dedicated employee developmént and
training

Effective human resource utilization

‘Proactive preventive and predictive

maintenance integrated with reliability
engineering

Outstandlmy environmental, ‘hea]th and
satety record

Disciplined planning and scheduling
process

Total quality/continuous i improvement
programs

Effective performance measurement and
reporting

Asset/capital management programs

Optimize storeroom customer service
Jevels with inventory control
Leverage procurement activities and

~ vendor alliances .

Strateglc and opcrauonai slort,room
matenals planning’
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Areas Of Evaluation

The follwwing list illusirates the comprehensive nature of the National Maintenance Excellence
Award program and offers examples of the evaluation criterig. For detailed information on the
avwaid focis areas. see the award application available from the award administrators.

ORGANIZATION

OPERATIONS/
MAINTENANCE

TEAMWORK AND
INTEGRATION

PROGRESSIVE
EMPLOYEE,
INVOLVEMENT AND
EMPOWERMENT

> > >> > > > D

> b

Methods used by maintenance to understand operation's current and
future requirements and expectations

How maintenance interacts with operations on a day-to-day basis as a
group and as individuals

How maintenance coordinates equipment demand with production
planning and/or operations

Cross-training of maintenance with operations personnel

Communications, decision making and business planning with
operations (partnership or individual effort)

Recent or current activities to improve operations/maintenance
teamwork

Strategy to leverage operations to take greater ownership of equipment

How operations shares in the maintenance support effort by performing
routine maintenance tasks

Senior management’s leadership and personal involvement in
maintenance-related activities
Senior management communication and access to employees

Strategies for increasing the involvement, effectiveness and productivity
of all categories of employees

Current processes to support employee involvement and solicit feedback
Development of new approaches to employee empowerment

Current employee incentives, compensation and recognition for
increased involvement/empowerment -

Utilization of cross-functional teams for special projects

Levels and trends of morale/well-being (turnover, absenteeism,
grievances, ctc.) . .

Authorization levels for spending/decision making
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. Utilization of backlog levels for manpower planning

“planners, first line supervisors, etc.)
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ORGANIZATION, CONT'D.

Logic for deciding the educ.ation and training needed for employées DEDICATED EMPLOYEE

. _ . DEVELOPMENT AND
How th s skills and knowled db 1 S
ow the company uses skills and knowledge acquired by employees TRAINING

Training capability in providing flexible services

Types of training and education provided to maintenance employees
Pay for performance practices

Career planning and development of employees

Level of training participation and funding

Logic of the maintenance organization structure and its customer . EFFECTIVE HUMAN
focus to be responsive/supportive of production areas ' RESOURCE

Strategy and procedures for utilizing outside contractors ~ UTILIZATION
Levels and trends of resource allocation and utilization ]
Clarity of roles and responsibilitics

Hiring and selection process

Mix of experience, education and skill levels

Mix of maintenance support functions (e.g. maintenance engineers.

Reporting levels, spans of control and craft levels
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EXCELLENCE PRACTICES

| PROACTIVE A
. PREVENTIVE AND A
' PREDICTIVE

' MAINTENANCE A

A
A
A

~ Development and enhancement of preventive maintenance work orders

Feedback mechanisms and actions from preventive maintenance work
orders :

Emphasis on continuous process improvement and reliability
Levels and trends of preventive and predictive resource allocation

Analysis and planﬁing allocated to engineering reliability and
equipment availability

- INEGRATED WITH
"RELIABILITY ENGINEERING

Use of technology to assist in monitoring and reporting equipment
performance

A Maintenance use of statistical process controls to monitor
equipment/process performance

A Recent or current activities to improve preventive or predictive
maintenance results

A Equipment uptime levels and trends

A Work order history analysis and trends
OUTSTANDING A g:gi:;)c:t:lr:ﬁ‘e‘::l\/txhr&ntl;::flt(z;rln;zels;th and safety awareness with external
EI'I!XILF'{I'OI-INAMNEDN;QI-:’ETY A Practices and procedures to manage and control environmental wastes
. RECORD A How the company safeguards the health and safety of employees
3 A Underlying causes of accidents, work-related health problems and

' progress to eliminate adverse conditions
A Levels and trends of environment and health regulatory compliance
A Levels and trends of safety performance and cost of compliance/non-
compliance
A Levels of housekeeping standards and conditions in the workplace
A Maintenance safety process work practices
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EXCELLENCE PRACTICES, CONT'L

Work order policy and procedures

How plans are integrated with operations and overall business planning -

How maintenance employees, internal customers and suppliers
contribute to planning

How work orders are requested, approved and prioritized

How labor and material are planned and estimated

How resources are allocated in the planning' and scheduling process
How schedules are developed and executed

Recent or current actions to improve the planning and scheduling
process

Levels and trends of planning and scheduling performance/compliance
Project management tools utilized

How overtime is planned and used judiciously

Use of information technology to assist in planning and scheduling
functions

Mission/policy guidelines that demonstrate the company's quality values
Company plans and communications relating to quality values

Recent or current actions in maintenance that demonstrate the
importance of quality values

Formal quality checkpoints for starting, conducting and completing
maintenance work orders

Employee acceptance and reinforcement of quality programs

Types and frequencies of quality assessments and who conducts them
How quality assessments are translated into improvement

Incoming inspection on critical storeroom materials

Maintenance cost of quality reporting process

Customer conformance/approval for quality sign-off for completed work

Utilization of quality/continuous improvement programs and employee
participation

DISCIPLINED
PLANNING AND
SCHEDULING PROCESS

TOTAL QUALITY
CONTINUOUS
IMPROVEMENT
PROGRAMS
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EXCELLENCE PRACTICES, CONT'D.

" EFFECTIVE

' PERFORMANCE
MEASUREMENT AND
* REPORTING

sASSET/CAPITAL

A

> > > >

> > > »

> >

Strategy for linking business objectives with performance measurement
process and assigned accountabilities

Structured measurement reportmg process to provnde accurate timely
and accessible information for decision-making purposes to include
costs, work performance, equipment performance and safety

Methods for setting performance goals

Visible performance reporting

Levels and trends of maintenance performance
Use of competitive comparisons and benchmarks

Strategy/practices for replacing, modernizing and upgrading facility and
equipment

Formal procedures/practices for conducting capital projects
Identification of critical equipment and maintenance support strategy
Recent or current actions to improve asset/capital utilization and life

Maintenance involvement in the capital project functions (e.g.
equipment selection, preventive maintenance work orders, spare parts,
training, etc.)

Capital project performance levels and trends
Equipment and parts standardization
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MATERIALS MANAGEMENT
T

Practices used to optimize storeroom service levels

Employee involvement for improved storeroom service levels _
Levels and trends in storeroom service

Levels and trends of storeroom inventory control

Recent or current actions to improve storeroom service levels
Recent or current actions to improve storeroom inventory control
Use of technology to optimize storeroom inventory control

Use of technology to optimize storeroom service levels

Practices for developing and maintaining vendor alliances
Levels and trends in utilizing vendor alliances

Benefits/results from vendor alliances

How vendor performance is tracked and compliance measured

Levels and trends in storeroom and direct purchase procurement
cycle time

Recent or current actions to improve procurement cycle time
Future plans and strategies to improve procurement cycle time

Strategic plans to optimize storeroom inventory levels while providing
acceptable service level

Employee involvement to improve storeroom planning effectiveness

Recent or current actions to improve storeroom inventory planning

How storeroom and inventory techniques will be continuously
improved

Utilization of information technology in planning/forecasting inventory
levels/stocking :

Procedures for obsolete, excess and damaged inventory levels
Utilization of storeroom inventory versus direct purchase

OPTIMIZE
STOREROOM

! CUSTOMER
SERVICE LEVELS

WITH INVENTORY CONTRO

LEVERAGE
PROCUREMENT
ACTIVITIES AND
VENDOR ALLIANCES

STRATEGIC AND
OPERATIONAL
STOREROOM
MATERIALS
PLANNING






[image: image14.png]AWARD WINNERS

1991
International Paper, Bastrop, LA
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REQUEST FOR PARTICIPATION, QUESTIONS
OR COMMENTS:

National Maintenance Excellence Award
¢/o Plant Engincering Magazine

1350 East Touhy Avenue

Des Plaines, Illinois 60017-5080

Attn: Richard Dunn, Editor

Phone: (708) 390-2691

Fax: (708) 390-2770

APPLICATION PROCESSING:

Nationa! Maintenance Excellence Award

. ¢/o A.T. Kearney, Inc,
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“The United States is the most
competitive nation in the world.
Quality is a key to retaining that
title. The Malcolm Baldrige
National Quality Award is helping
U.S. companies satisfy customers
and improve overall company
performance and capabilities.”

William J. Clinton
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National Quality Award
Program has had a profound
influence on increasing U.S.
competitiveness and heightening
our awareness to the challenges

we face in a global economy.”

Michael Kantor
Secretary of Commerce

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

Awards traditionally are presented by the
President of the United States at a special
ceremony in Washington, D.C.

Awards are made annually to recognize U.S.
companies for performance excellence.
Awards may be given in each of three
eligibility categories:

® Manufacturing companies

® Service companies

® Small businesses

Award recipients may publicize and advertise
receipt of the Award. The recipients are
expected to share information about their
successful performance strategies with other
U.S. organizations.

Crystal by Steuben
Medal by The Protocol Group
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If you plan to apply for the Award in 1997, you will also need the booklet entitled

1997 Application Forms & Instructions. Ordering instructions are given on page 45.
Eligibility Determination Forms due — March 3, 1997

Award Applications due — April 1, 1997
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A PUBLIC-PRIVATE PARTNERSHIP

Building active partnerships in the private sector, and
between the private sector and all levels of government,
is fundamental to the success of the Award in improving
national competitiveness.

Support by the private sector for the Award Program in
the form of funds, volunteer efforts, and participation in
information transfer continues to grow.

To ensure the continued growth and success of these
partnerships, each of the following organizations plays
an important role:

The Foundation for the Malcolm Baldrige
National Quality Award '

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

Prominent leaders from U.S. companies serve as
Foundation Trustees to ensure that the Foundation’s
objectives are accomplished. Donor organizations vary
in size and type, and are representative of many kinds
of businesses and business groups.

National Institute of Standards and
Technology (NIST)

Responsibility for the Award is assigned to the Department
of Commerce. NIST, an agency of the Department's
Technology Administration, manages the Award Program.

NIST's goals are to aid U.S. industry through research
and services; to contribute to public health, safety, and
the environment; and to support the U.S. scientific and
engineering research communities. NIST conducts basic and
applied research in the physical sciences and engineering
and develops measurement technigues, test methods,
and standards. Much of NIST's work relates directly to
technology development and technology utilization.

ASQC

ASQC assists in administering the Award Program under
contract to NIST.

ASQC is dedicated to facilitating continuous improvement
and increased customer satisfaction by identifying, com-
municating, and promoting the use of quality principles,
concepts, and technologies. ASQC strives to be recognized
throughout the world as the leading authority on, and
champion for, quality. ASQC recognizes that continuous
quality improvement will help the favorable repositioning of
American goods and services in the international marketplace.

Board of Overseers

The Board of Overseers is the advisory organization on
the Award to the Department of Commerce. The Board is
appointed by the Secretary of Commerce and consists of
distinguished leaders from all sectors of the U.S. economy.

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

Board of Examiners

The Board of Examiners evaluates Award applications,
prepares feedback reports, and makes Award recom-
mendations to the Director of NIST. The Board consists

of business and quality experts primarily from the private
sector. Members are selected by NIST through a com-
petitive appilication process. For 1997, the Board consists
of about 350 members. Of these, nine (who are appointed
by the Secretary of Commerce) serve as Judges, and
approximately 50 serve as Senior Examiners. The remainder
serve as Examiners. All members of the Board take part in
an Examiner preparation course.

In addition to their application review responsibilities,
Board members contribute significantly to information
transfer activities. Many of these activities involve the
hundreds of professional, trade, community, and state
organizations to which Board members belong.

Award Recipients’ Responsibilities and Contributions

Award recipients are required to share information on their
successful performance and quality strategies with other
U.S. organizations. However, recipients are not required to
share proprietary information, even if such information was
part of their Award application. The principal mechanism
for sharing information is the annual Quest for Excellence
Conference, highlighted on page 46.

Award recipients in the first nine years of the Award have
been very generous in their commitment to improving U.S.
competitiveness, and manufacturing and service quality.
They have shared information with hundreds of thousands
of companies, educational institutions, government agencies,
health care organizations, and others. This sharing far
exceeds expectations and Program requirements. Award
winners’ efforts have encouraged many other organizations
in all sectors of the U.S. economy to undertake their own
performance improvement efforts.
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The Malcolm Baldrige National Quality Award is an annual
Award to recognize U.S. companies for performance
excellence.

The Award promotes:
B understanding of the requirements for performance
excellence and competitiveness improvement; and

m sharing of information on successful performance
strategies and the benefits derived from using these
strategies.

Award Participation
The Award has three eligibility categories:

® Manufacturing companies
m Service companies
® Small businesses

Companies participating in the Award process are required
to submit application packages that include responses to
the Award Criteria (pages 5-19).

Two awards may be given in each category each year.
Award recipients may publicize and-advertise their Awards.
Recipients are expected to share information about their
successful performance strategies with other U.S.
organizations.

Contents of This Booklet

This booklet contains: the Award Criteria, a glossary of
key terms used in the Criteria, a description of the Criteria,
Scoring Guidelines, and important information on prepar-
ing the Business Overview (setting a focus on the critical
elements of the applicant’s business). The booklet also
contains important background information for under-
standing the self-assessment and application process,
and for understanding the 1997 Criteria. The Criteria
Response Guidelines provide guidance on format and
content for responding to ltem requirements. The Core
Values and Concepts set the basis for the Criteria ltems,
and the Key Characteristics of the Award Criteria are
described. Users of the 1996 Award Criteria will find

the section on changes from the 1996 Award Criteria
helpful in understanding the 1997 revisions to the Criteria.
Businesses interested in applying for the Award should
review the section on Eligibility Categories and Restrictions.
Finally, there are several additional pages of information
on fees and educational information available from the
Award program. In addition to serving as the basis for
submitting an Award application, the Criteria are used by
organizations of all kinds for self-assessment, planning,
training, and other purposes.

Award Criteria

The Award is based upon performance excellence

criteria created through a public-private partnership.

In responding to these criteria, each Award applicant is
expected to provide information and data on the company's
improvement processes and results. information and data
submitted must be adequate to demonstrate that the
applicant’s approaches are effective and could be
replicated or adapted by other organizations.

The Award Criteria are designed not only to serve as a
reliable basis for making Awards but also to permit a
diagnosis of any company’s overall performance
management system.

Application Requirements
Applicants need to submit an application package that
consists of three parts:

® An Eligibility Determination Form showing that eligibility
has been approved

m A completed Application Form

m An application report consisting of a Business Overview
and responses to the Award Criteria.

Detailed information and the necessary forms are con-
tained in the 1997 Application Forms & Instructions
booklet. Ordering instructions for this booklet are given on
page 45.

Application Review

Applications are reviewed and evaluated by members

of the Board of Examiners, in accord with strict rules

regarding conflict of interest, in a four-stage process:

Stage 1 — independent review and evaluation by at least
five members of the Board

Stage 2 ~ consensus review and evaluation for
applications that score well in Stage 1

Stage 3 — site visits to applicants that score well in Stage 2
Stage 4 — Judges' review and recommendations

Feedback to Applicants

Each applicant receives a feedback report at the conclusion
of the review process. The feedback is based upon the
applicant’s responses to the Award Criteria.
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1997 Categories/Items Point Values
1 Leadership 110
1.1 Leadership SYstem.....ccocerviveriveerenrrieiriniiieisieee e sene e 80
1.2 Company Responsibility and Citizenship......cccocoovuiieirereeeiceeeen, 30
2 Strategic Planning 80
2.1 Strategy Development Process.........cocoeuvurcmurmecncinencceenrerinnsnresneneens 40
2.2 COMPANY SELALEEY crvrevverrrerecrierererireressesretastrssstessssessssssssssesesasnssssesssenseras 40
3 Customer and Market Focus 80
3.1 -Customer and Market Knowledge i....ccoooericeiinneeiiieneceeccc 40
3.2 Customer Satisfaction and Relationship Enhancement .............cou..u.... 40
4 Information and Analysis 80
4.1 Selection and Use of Information and Data.......c.ccovvceveenrinnnrecrinnennnnns 25
4.2 Selection and Use of Comparative Information and Data ..................... 15
4.3 - Analysis and Review of Company Performance ..........occccovrnvnrierererenennn 40
5 Human Resource Development and Management 100
5.1 WOrk SYStEmMS c.viieiricecctr ettt ns bt tssnesb et 40
5.2 Employee Education, Training, and Development........ccoevvirvceienennnnnn. 30
5.3 Employee Well-Being and Satisfaction .........c.eeeeceveiviiiesnivcevinnennne, 30
6 Process Management 100
6.1 Management of Product and Service Processes.........ccooeuveeeveiveereeninnn. 60
6.2 Management of SUppOrt Processes........cervrnrniinirinnnnnisseeinsieins 20
6.3 Management of Supplier and Partnering Processes........coccvreerereririreronns 20
7 Business Results 450
7.1 Customer Satisfaction Results ......c.ccocceemeriiinicirnnncrieennneeisreens 130
7.2 Financial and Market Results ....ccocvvvvervvvviiiiccic e, 130
7.3 Human Resource Results .....c.ccevverneniierceirnieeecessne e, 35
7.4 Supplier and Partner Results........ccooviriiveiniinieiereniiesessieereenenes 25
1.5 Company-Specific Results ....cocvveriiiiiiecccicenern s neeenns 130
TOTAL POINTS 1000
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This Glossary of Key Terms defines and briefly describes
terms that are important to performance management and
used throughout the Criteria booklet.

Action Plans

Action plans refer to principal company-level drivers,
derived from short- and long-term strategic planning.

In simplest terms, action plans are set to accomplish those
things the company must do well for its strategy to succeed.
Action plan development represents the critical stage in
planning when general strategies and goals are made
specific so that effective companywide understanding and
deployment are possible. Deployment of action plans
requires analysis of overall resource needs and creation
of aligned measures for all work units. Deployment might
also require specialized training for some employees or
recruitment of personnel.

An example of an action plan element for a supplier in a
highly competitive industry might be to develop and main-
tain a price leadership position. Deployment should entail
design of efficient processes, analysis of resource and
asset use, and creation of related measures of resource
and asset productivity, aligned for the company as a whole.
it might also involve use of a cost-accounting system that
provides activity-level cost information to support day-to-
day work. Unit and/or team training should include priority
setting based upon costs and benefits. Company-level
analysis and review should emphasize overall productivity
growth. Ongoing competitive analysis and planning should
remain sensitive to technological and other changes that
might greatly reduce operating costs for the company or
its competitors.

Alignment

Alignment refers to consistency of processes, actions,
information, and decisions among company units in
support of key companywide goals.

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

Cycle Time

Cycle time refers to time performance — the time required
to fulfill commitments or to complete tasks.

Time measurements play a major role in the Criteria
because of the great importance of time performance

to improving competitiveness. Cycle time is used in the
Criteria booklet to refer to all aspects of time performance.

Other time-related terms in common use are
set-up time, lead time, change-over time, delivery
time, and time to market.

High Performance Work

High performance work, a term used in the Item
Descriptions and Comments, refers to work approaches
systematically pursuing ever higher levels of overall
performance, including quality and productivity.

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

Leadership System

Leadership system refers to how leadership is exercised
throughout the company — the bases for and the way that
key decisions are made, communicated, and carried out
at all levels. It is based upon shared values, expectations,
and purposes; communicated and reinforced via inter-
actions among leaders and managers; reflected in the
decisions the leaders make; and evident in the actions

of the company. It includes the formal and informal
mechanisms for leadership development used to select
leaders and managers, to develop their leadership skills,
and fo provide guidance and examples regarding
behaviors and practices.

An effective leadership system creates clear values
respecting the requirements of company stakeholders and
sets high expectations for performance and performance
improvement. It builds loyalties and teamwork based upon
the values and the pursuit of shared purposes. It encour-
ages and supports initiative and risk taking, subordinates
organization to purpose and function, and avoids chains
of command that require long decision paths. An effective
leadership system includes mechanisms for the leaders’
self-examination and improvement.
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Measures and indicators refer to numerical information
that quantifies (measures) input, output, and performance
dimensions of processes, products, services, and the
overall company. Measures and indicators might be simple
(derived from one measurement) or composite.

The Award Criteria do not make a distinction between
measures and indicators. However, some users of these
terms prefer the term indicator: (1) when the measurement
relates to performance, but is not a direct or exclusive
measure of such performance. For example, the number of
complaints is an indicator of dissatisfaction, but not a direct
or exclusive measure of it; and (2) when the measurement
is a predictor (“leading indicator”) of some more significant-
performance, e.g., gain in customer satisfaction might be a
leading indicator of market share gain.

Performance

Performance refers to output results information obtained
from processes, products, and services that permits evalu-
ation and comparison relative to goals, standards, past
results, and to others. Performance might be expressed

in non-financial and financial terms.

Three types of performance are addressed in this Criteria
booklet: (1) operational, including product and service
quality; (2) customer-related; and (3) financial and
marketplace.

Operational performance refers to performance relative
to effectiveness and efficiency measures and indicators.
Examples include cycle time, productivity, and waste
reduction. Operational performance might be measured
at the work unit level, the key process level, and the
company level.

Product and service quality refers to operational perfor-
mance relative to measures and indicators of product and
service requirements, derived from customer preference
information. Examples include reliability, on-time delivery,
defect levels, and service response time. Product and
service quality performance generally relates to the
company as a whole.

Customer-related performance refers to performance
relative to measures and indicators of customers’ percep-
tions, reactions, and behaviors. Examples include customer
retention, complaints, and customer survey results.
Customer-related performance generally relates to the
company as a whole.

Financial and marketplace performance refers to perfor-
mance using measures of cost and revenue, including
asset utilization, asset growth, and market share. Financial
measures are generally tracked throughout the company

and are also aggregated to give company-level, composite
measures of performance. Examples include returns on
investments, returns on assets, operating profit rates, and
other profitability and liquidity measures.

Process

Process refers to linked activities with the purpose of
producing a product or service for a customer (user) within
or outside the company. Generally, processes involve
combinations of people, machines, tools, techniques, and
materials in a systematic series of steps or actions. In
some situations, processes might require adherence

to a specific sequence of steps, with documentation

. (sometimes formal) of procedures and requirements,

including well-defined measurement and control steps.

In many service situations, particularly when customers
are directly involved in the service, process is used in

a more general way — to spell out what must be done,
possibly including a preferred or expected sequence.

If a sequence is critical, the service needs to include
information for customers to help them understand

and follow the sequence. Service processes involving
customers also require guidance to the providers on
handling contingencies related to customers’ likely or
possible actions or behaviors.

In knowledge work such as strategic planning, research,
and analysis, process does not necessarily imply formal
sequences of steps. Rather, process implies general under-
standings regarding competent performance such as
timing, options to be inciuded, evaluation, and reporting.
Sequences might arise as part of these understandings.

Productivity

Productivity refers to measures of efficiency of the use

of resources. Although the term is often applied to single
factors such as staffing (labor productivity), machines,
materials, energy, and capital, the productivity concept
applies as well to the total resources used in producing
outputs. Overall productivity — sometimes called total
factor productivity — is determined by combining the
productivities of the different resources used for an output.
The combination usually requires taking a weighted
average of the different single factor productivity measures,
where the weights typically reflect costs of the resources.
The use of an aggregate measure of overall productivity
allows a determination of whether or not the net effect of
overall changes in a process — possibly involving
resource tradeoffs — is beneficial.

Effective approaches to performance management require
understanding and measuring single factor and overall
productivity, particularly in complex cases when there are
a variety of costs and potential benefits.
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| Leadersip (110 pts.) |

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

societal responsibilities and community involvement.
Approach — Deployment

Describe how senior leaders guide the company in setting directions and in developing and
sustaining an effective leadership system.

1.1 Leadership System (80 pts.)

In your response, address the following Area:.

a. Leadership Sysiem '

How the company’s senior leaders provide effective leadership, taking into account the needs and

expectations of all key stakeholders. Include:

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

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

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

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

Note:

Company performance reviews are addressed in

on the senior leaders’ roles in the review of overall
Item 4.3. Responses to 1.1a(4) should therefore focus

company performance, not on the details of the review.

Approach - Deployment

Describe how the company addresses its responsibilities to the public and how the company
practices good citizenship.

1.2 Company Responsibility and Citizenship (30 pts.)

In your response, address the following Areas:

a. Societal Responsibilities

How the company addresses the current and potential impacts on society of its products, services,
facilities, and operations. Include:

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

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

b. Community Involvement
How the company and its employees support and strengthen their key communities.

Notes:

N1. FPublic responsibilities in areas critical to the N2. Areas of community involvement and leadership

business also should be addressed in Strategy
Development Process (ltem 2.1) and in Process
Management (Category 6). Key results, such as
results of regulatory/legal compliance, environmental
improvements or use of “green” technology, should
be reported as Company-Specific Results (Item 7.5).

5

appropriate for inclusion in 1.2b may include efforts by
the company to strengthen local community services,
education, the environment, and practices of trade or
business associations.

N3. Health and safety of employees are not addressed
in Item 1.2; they are addressed in Item 5.3.
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The Strategic Planning Category examines how the company sets strategic directions, and how it determines key
action plans. Also examined is how the plans are translated into an effective performance management system.

2.1 Strategy Development Process (40 pts.) Approach ~ Deployment

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

In your response, address the following Areas:

a. Strategy Development A S . . ]
How the company develops strategy, taking into account the five factors listed below. Provide a brief

‘description or diagram of the strategy development process and an outline of forecasts, models, etc.,
used to help select strategy. '

(1) target customers; market requirements, including price; customer and market expectations; and
new opportunities;

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

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

(5) supplier and/or partner capabilities.

b. Strategy Deployment

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

Notes:

N1. The strategy development process refers to the N2. Item 2.1 addresses overall company directions
company’s approach to a future-oriented basis for and strategy. Although this might include changes in
major business decisions, resource allocations, and services, products, and/or product lines, the Item does
companywide management. The strategy development not address product and service design. Product and
process should include revenue growth as well as cost service design is addressed in ltem 6.1.

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

In your response, address the following Areas:

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

b. Human Resource Plans

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

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

(2) employee development, education, and training;
(3) changes in compensation, recognition, and benefits; and

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

. Performance Projection
Provide a two-to-five year projection of key performance measures and/or indicators from the company's
action plans. Include appropriate comparisons with competitors and/or key benchmarks. Briefly explain

the comparisons, including any estimates or assumptions made in projecting.competitor performance
and/or benchmark data.
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The Customer and Market Focus Category examines how the company determines requirements and expec-

tations of customers and markets. Also examined is how the company enhances relationships with customers
and determines their satisfaction.

3.1 Customer and Market Knowledge (40 pts.)

Describe how the company determines longer-term requirements, expectations, and preferences of

target and/or potential customers and markets, to understand and anticipate needs and to develop
business opportunities.

In your response, address the following Area:

a. Customer and Market Knowledge ‘ -

Provide a brief outline of how the company learns from its current and potential customers and markets,
.- to support the company’s overall business needs and opportunities. Include:

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

(2) how key product and service features and their relative importance/value to customers are
determined and/or projected. Describe how key information from current customers and markets,
including customer retention and complaint information, is used in this determination; and

(3) how the company's approach to listening to and learning from customers and markets is evaluated,
improved, and kept current with changing business needs. :

Notes:
N1. The company'’s products and services might be sold throughout their overall purchase and ownership

- to end users via other businesses such as retail stores experiences. The focus should be primarily on features
or dealers. Thus, “customer groups” should take into that bear upon customer preference and repurchase
account the requirements and expectations of both the loyalty — for example, those features that differentiate
end users and these other businesses. products and services from competing offerings. This
N2. Product and service features [3.1a(2)] refer to all might include price and value.
important characteristics and to the performance of N3. Information about customers and markets is

products and services. These features affect customers requested as key input to strategic planning (Item 2.1).
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Describe how the company analyzes and reviews overall performance to assess progress relative
to plans and to identify key areas for improvement.

in your response, address the following Areas:

a. Analysis of Data

How performance data from all parts of the company are integrated and analyzed to assess overall
company performance in key areas. Describe the principal financial and non-financial measures
integrated and analyzed to determine:

(1) customer-related performance;

(2) operational performance, including product and service performance;
(3) competitive performance; and -
(4) financial and market-related performance.

. Review of Company Performance
How company performance and capabilities are reviewed to assess progress relative to goals, plans,
and changing business needs. Describe how review findings are translated into improvement priorities
and deployed throughout the company and, as appropriate, to the company’s suppliers and/or
business partners.

Notes:
N1. Analysis includes trends, projections, comparisons, N2. Performance results should be reported in Items
and cause-effect correlations intended to support the 7.1,72,73,74,and 7.5.

setting of priorities for resource use. Accordingly,
analysis draws upon all types of data: operational,
customer-related, financial, and economic.
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The Information and Analysis Category examines the management and effectiveness of the use of data and
information to support key company processes and the company’s performance management system.

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

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

In your response, address the following Area:

a. Selection and Use of Information-and Data
Describe:

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

(2) how the information and data are deployed to users to ensure alignment with key company goals;
(3) how key user requirements, including rapid access and reliability, are met; and

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

Notes:

N1.“Users” [4.1a(2,3)] refers to company work units N2. Deployment of information and data might be via
and to those outside the company who have access — electronic or other means. Reliability [4.1a(3)] includes
customers, suppliers, and business partners, as software and delivery systems.

appropriate.

4.2 Selection and Use of Comparative Information and Data (15 pts.) Approach - Deployment

Describe the company’s selection, management, and use of comparative information and data to
improve the company’s overall performance and competitive position.

in your response, address the following Area:

a. Selection and Use of Comparative Information and Data
Describe:

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

(2) the company's criteria for seeking sources of appropriate comparative information and data — from
within and outside the company'’s industry and markets;

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

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

Note:

Comparative information and data include bench- inside or outside the company’s industry. Competitive
marking and competitive comparisons. Benchmarking comparisons refer to performance relative to direct
refers to processes and results that represent best competitors in the company’s markets.

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

5.1 Work Systems (40 pts.) Approach — Deployment
Describe how the company’s work and job design and its compensation and recognition
approaches enable and encourage all employees to contribute effectively to achieving the
company’s performance and learning objectives.

In.your response, address the following Areas:

a. Work and Job Design
~ How work and jobs, including those of managers at all levels in the company, are designed, organized,
and managed to ensure:

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

(2) fiexibility, cooperation, rapid response, and learning in addressing current and changing customer
and operational requirements; and

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

b. Compensation and Recognition

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

Notes:

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

Job design refers to responsibilities, authorities, and
tasks assigned to individuals.

N2. Compensation and recognition refer to all aspects
of pay and reward, including promotions and bonuses.
This includes monetary and non-monetary, formal and
informal, and individual and group compensation and
recognition.
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Describe how the company’s education and training address key company plans and needs,
including building knowledge and capabilities, and contributing to improved employee
performance and development.

In your response, address the following Area:

a. Employee Education, Training, and Development
Describe:

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

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

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

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

Notes:

N1. Education and training address the knowledge and N2. Education and training delivery [5.2a(3)] might occur
skills employees need to meet their overall work and inside or outside the company and involve on-the-job,
development objectives. classroom, computer-based, or other types of delivery.
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In your response, address the following Areas:

a. Work Environment

b. Employee Support Services
How the company supports the well-being, satisf
.- facilities, activities, and opportunities. o

¢. Employee Satisfaction

of employees, as appropriate; and

Notes:

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

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

14

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

Approach —~ Deployment

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

action, and motivation of employees via services,

How the company determines employee well-being, satisfaction, and motivation. Include:

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

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

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

N3. Measures and/or indicators of well-being, satisfactior.
and motivation (5.3¢c) might include safety, absenteeisn
turnover, turnover rate for customer-contact employees
grievances, strikes, and worker compensation, as well
as results of surveys. Results relative to such measure
and/or indicators should be reported in Item 7.3.
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The Process Management Category examines the key aspects of process management, including customer-
focused design, product and service delivery processes, support processes, and supplier and partnering processes

involving all work units. The Category examines how key processes are designed, effectively managed, and
improved to achieve better performance.

6.1 Management of Product and Service Processes (60 pts.)

Approach - Deployment

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

In your tesponse, address the following Areas:

a. Design Processes : .
How products, services, and productlon/dellvery processes are desngned Include:

(1) how changing customer requirements and technology are incorporated into product and service
designs;

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

(3) how design and production/delivery processes are coordinated to ensure trouble-free introduction
and delivery of products and services.
b. Production/Delivery Processes
How the company's key product and service production/delivery processes are managed and improved.
Include:
(1) a description of the key processes and their principal requirements;

(2) how the processes are managed to maintain process integrity and to ensure products and services
will meet operational and customer requirements. Include a description of key in-process measure-
ments and customer interactions, as appropriate; and

(3) how product and service processes are evaluated and improved to achieve better performance,

including improvements to products and services, and the transfer of learning to other company units
and projects.

Notes:

N1. The exact relationship of design processes to N3. Responses to 6.1a(3) should include key supplier

production/delivery processes and the relative impor-
tance of design processes depend on a company’s
specific business. For example, a developer of cus-
tomized products or services would address this Item
differently than an innovation-intensive manufacturer
of high volume, high technology products. Other
approaches would be appropriate for a small manu-
facturer that receives design information from its
customers or for a service company that develops new
services where delivery processes change depending
on an ongoing dialog with the customer.

N2. Responses to 6.1a(1) should include how customer
review of designs is accomplished, if appropriate.
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participation, as appropriate.

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

N5. Results of improvements in product and service
design and delivery processes, product and service
quality results, and results of improvements in products
and services should be reported in Item 7.5.

Ne6. Significant changes in products, services, and
production/delivery processes will often result from
strategic directions discussed in Item 2.2.
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Describe how the company’s key support processes are designed, managed, and improved.
In your response, address the following Area:

a. Management of Support Processes

How key support processes are designed, managed, and improved so that current and future require-
ments are met. Include:

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

(2) how key support processes are designed to meet overall performance requirements;
- (3) a description of the key support processes and their principal requirements;

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

(5) how the processes are evaluated and improved to achieve better performance, including cycle time.

Notes:
N1. The purpose of ltem 6.2 is to permit companies N2. Process evaluation and improvement [6.2a(5)] coul
to highlight separately the processes that support the include process analysis and research, benchmarking,
product and service design, production, and delivery use of alternative technology, and information from
processes addressed in ltem 6.1. The support internal and external customers. Information from
processes included in Item 6.2 depend on the factors external customers could include information described
relevant to the company’s business. Thus, this selection in ltems 3.2 and 4.3.
should be made by the company. Together, ltems 6.1, . .
6.2, and 6.3 shouid cover all key operations, processes, N3. Results of improvements in support processes and
and activities of all work units. pen‘ormar_wce of key support processes should be
reported in Item 7.5.
6.3 Management of Supplier and Partnering Processes (20 pts.)

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

In your response, address the following Area:

a. Management of Supplier and Partnering Processes
Describe:

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

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

(3) how the company evaluates and improves its management of supplier and partnering processes to

achieve better performance. Discuss current actions and plans to improve suppliers’ and partners'
abilities to contribute to achieving your company’s performance goals. Include actions to minimize
costs associated with inspection, test, or other performance audits; and actions to enhance supplier
and partner knowledge of your company’s needs and their ability to respond to those needs.

Note:

Results of improvements in supplier and partnering
processes and supplier/partner performance results
should be reported in Item 7.4.
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The Business Results Category examines the company’s performance and improvement in key business areas —
customer satisfaction, financial and marketplace performance, human resource, supplier and partner performance,
and operational performance. Also examined are performance levels relative to competitors.

7.1 Customer Satisfaction Results (130 pts.) »

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

_a. Customer Satisfaction Results

Summarize current levels and trends in key measures and/or indicators of customer satlsfactlon and
dissatisfaction, including satisfaction relative to competitors.

Notes:

N1. Customer satisfaction results reported in this N3. Measures and/or indicators of satisfaction relative
Itern derive from determination methods described to competitors might include objective information and
in Item 3.2,

dafa from customers and independent organizations.
. . . Comparative performance of products and services
N2. Measures and/or_ indicators of .customer.sar/sfact/on should be addressed in ltem 7.5.

and satisfaction relative to competitors may include

information on customer-perceived value.

7.2 Financial and Market Results (130 pts.)

Summarize the company’s key financial and marketplace performance results.
In your response, address the following Area:

a. Financial and Market Results
Provide results of:

(1) financial performance, including aggregate measures of financial return and/or economic value, as
appropriate; and

(2) marketplace performance, including market share, business growth, and new markets entered, as
appropriate.

For all quantitative measures and/or indicators of performance, provide current levels and trends. Include
appropriate comparative data.

Note:

Aggregate measures such as return on investment
(ROI), margin rates, operating profit rates, and other
profitability, liquidity, and financial activity measures
are appropriate for responding to 7.2a(1).
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Summarize the company’s human resource results, including employee well-being, satisfaction,
development, and work system performance.

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

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

Notes:

N1. The results reported in this Item should address

results from activities described in Category 5. The worker compensation, innovation and suggestion rates,
results should be responsive to key process needs courses.completed, and cross-training, as well as

- described in Category 6, and the company and human results of employee surveys.
resource strategy described in Item 2.2.

customer-contact employees, grievances, strikes,

N3. Appropriate measures and/or indicators of work

system improvements and effectiveness might include
job and job classification simplification, job rotation, wor
layout, work locations, and changing supervisory ratios

N2. Appropriate indicators of employee satisfaction,
well-being, development, and effectiveness include
safety, absenteeism, turnover, turnover rate for

7.4 Supplier and Partner Results (25 pts.) »

Summarize results of the company'’s supplier and partner performance.
In your response, address the following Area:
a. Supplier and Partner Results

Summarize current levels and trends in key measures and/or indicators of supplier and partner
performance. Include company cost and/or performance improvements attributed to supplier and
partner performance, as appropriate. Include appropriate comparative data.

Note:

The results reported in this Item should relate directly to
processes and requirements described in Item 6.3.
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Summarize key company operational performance results that significantly contribute to key

company goals — customer satisfaction, operational effectiveness, and financial/marketplace
performance.

In your response, address the following Area:

a. Company-Specific Results

Summarize key company-specific results derived from: product and service quality and performance;
key process performance; productivity, cycle time, and other effectiveness and efficiency measures;
regulatory/iegal compliance; and other results supporting the company's strategy, such as new product/
service introductions. For all quantitative measures and/or indicators of performance, provide current
levels and trends. Include appropriate comparative data.

Notes: -

N1. Results reported in item 7.5 should include results h performance (ltem 4.3) and should provide the
not reported in ltems 7.1, 7.2, 7.3, and 7.4, and that operational basis for company financial and market
address key company requirements and progress results (ltem 7.2) and customer satisfaction (Item 7.1).
toward key company goals as presented in the . ,

; : N3. Regulatory/legal compliance results reported in
Business Overview, ltems 1.1, 2.2, 6.1, and 6.2. Item 7.5 should address requirements described in
N2. Results reported in ltem 7.5 should provide key Item 1.2.

information for analysis and review of company
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m customer-driven quality is a strategic view of quality.
The focus is on the drivers of customer satisfaction,
customer retention, new markets, and market share —
key factors in competitiveness, profitability, and
business success;

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

The Criteria emphasize that improvement and learning
must be integral parts of the daily activity of all work
units. The special role of Strategic Planning is to guide
daily work, aligning it with the company’s strategic direc-
tions, thereby ensuring that improvement reinforces
company priorities.

The Strategic Planning Category examines how companies:

® understand the key customer and operational require-
ments as input to setting strategic directions. This will
help ensure that ongoing process improvements will
be aligned with the company’s strategic directions.

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

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

The Strategic Planning Category requirements are
intended to encourage strategic thinking and acting — to
develop a basis for a distinct competitive position in the
marketplace. These requirements do not imply formalized
plans, planning systems, departments, or specific planning
cycles. Nor does the Strategic Planning Category imply
that all improvements could or should be planned in
advance. Rather, the Category recognizes that an effective
improvement system combines improvements of many
types and extents and requires clear strategic guidance,
particularly when improvement alternatives compete for
scarce resources. In most cases, priority setting depends
heavily upon a cost rationale. However, there might also be
critical requirements such as public responsibilities which
are not driven by cost considerations alone.
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2.1 Strategy Development Process ”
This Item addresses how the company develops

its view of the future, sets strategic directions, and
translates these directions into a clear and actionable
basis for communicating, deploying, and aligning critical
requirements.

The focus of the Item is on competitive leadership. Such
leadership usually depends upon revenue growth as well
as on operational effectiveness. This requires the creation
of a view of the future that takes into account not only

the markets or segments to compete in but also how to
compete. “How to compete” presents many options and
requires good understanding of the company’s and com-
petitors’ strengths and weaknesses. Operationalizing the
strategy in the form of action plans is intended to highlight
the importance of clear and measurable performance
objectives. These objectives serve to guide the design and
management of key processes. The objectives may also
serve to align communications and compensation and
recognition systems with performance objectives. Although
no specific time horizon is included, the thrust of the ltem
is sustained competitive leadership.

Area 2.1a calis for information on all the key influences,
challenges, and requirements that might affect the com-
pany’s future opportunities and directions — taking as long
a view as possible. The main purpose of the Area is to
provide a thorough and realistic context for the develop-
ment of a customer- and market-focused strategy to guide
ongoing decision making, resource allocation, and company-
wide management. An increasingly important part of
strategic planning is projecting the competitive environment.
The purposes of such projections are to detect and reduce
competitive threats, to shorten reaction time, and to
identify opportunities. Companies might use a variety of
modeling, scenario, or other techniques and judgments to
project the competitive environment.

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

Area 2.1b calls for information on how strategy is trans-
lated into a clear and actionable basis for operationalizing
and deploying critical requirements. An extremely impor-
tant part of this translation involves the selection of key
measures and/or indicators that can be used to track
performance.
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2.2 Company Strategy

This Item addresses the company's action ptans and how
they are deployed. The Item also calls for a projection of
the company's performance. The main intent of the item
is effective operationalizing of the company’s directions,
incorporating measures that permit clear communication,
and tracking of progress and performance.

Area 2.2a calls for information on the company’s action
plans and how these plans are deployed. This includes
spelling out key performance requirements and measures,
as well as alignment of work unit, supplier, and/or partner
plans. Of central importance in this Area is how alignment
and consistency are achieved — for example, via key
processes and key measurements. The alignment and
consistency are intended also to provide a basis for
priorities for ongoing improvement activities — part of
the daily work of all work units.

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

® redesign of work organizations and/or jobs to increase
employee responsibility and decision making;

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

® creation or modification of compensation and
recognition systems based on building shareholder
value and/or customer satisfaction;

m creation or redesign of employee surveys to better
assess the factors in the work climate that contribute
to or inhibit high performance;
® prioritization of employee problems based upon
potential impact on productivity;
B development of hiring criteria and/or standards;
m creation of opportunities for employees to learn and use
"~ skills that go beyond current job assignments through
redesign of processes or organizations;
B education and training initiatives, including those that
involve developmental assignments;
m formation of partnerships with educational institutions to
develop employees or to help ensure the future supply
of well-prepared employees;

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

® introduction of distance learning or other technology-
based learning approaches; and

® integration of customer and employee surveys.
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Area 2.2c calls for a two-to-five year projection of key
measures and/or indicators of the company’s performance.
It also calls for a comparison of projected performance
versus competitors and key benchmarks. This projection/
comparison is intended to encourage companies to improve
their ability to understand and track dynamic, competitive
performance factors. Through this tracking process, com-
panies should be better prepared to take into account their
rates of improvement relative to competitors as a diag-
nostic management tool.

Customer and Market Focus (Category 3)

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

3.1 Customer and Market Knowledge

This Item examines how the company determines emerg-
ing customer requirements and expectations. In a rapidly
changing competitive environment, many factors may
affect customer preference and customer loyalty, making it
necessary to listen and learn on a continuous basis. To be
effective, such listening and learning need to have a close
connection with the company’s overall business strategy.
For example, if the company customizes its products and
services, the listening and learning strategy needs to be
backed by a capable information system — one that
rapidly accumulates information about customers and
makes this information available where needed throughout
the company or the overall value chain.

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

Examples of approaches that might be part of listening
and learning strategies are:

® relationship building, including close integration with
customers;

B rapid innovation and field trials of products and services
to better link research and development (R&D) and
design to the market;

& close tracking of technological, competitive, societal,
environmental, economic, and demographic factors that
may bear upon customer requirements, expectations,
preferences, or alternatives;
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® training of frontline employees in customer listening;

m use of critical incidents such as complaints to under-
stand key service attributes from the point of view of
customers and frontline employees;

u interviewing lost customers to determine the factors
they use in their purchase decisions;

® won/lost analysis relative to competitors;
B post-transaction follow-up; and
B analysis of major factors affecting key customers.

Other information sought in this ltem includes how com-
panies recognize segments, customers of competitors,
--and other potential customers. Accordingly, the ltem -
addresses how the company tailors its listening and
learning to different groups and segments. For example,

a relationship strategy might be possible with some groups,
but not with others. Other information sought relates to
sensitivity to specific product and service requirements

. and their relative importance or value to customer groups.
This determination should be supported by use of data
and information, such as complaints and gains and losses
of customers, from current customers and markets.

3.2 Customer Satisfaction and Relationship Enhancement
This ltem addresses how the company effectively manages
its responses to and follow-up with customers. Relation-
ship enhancement provides a potentially important means
for companies to understand and manage customer
expectations. Also, frontline employees may provide vital
information to build partnerships and other longer-term
relationships with customers.

This ltem also addresses how the company determines
customer satisfaction and satisfaction relative to compe-
titors. Satisfaction relative to competitors and the factors
that lead to preference are of critical importance to
managing in a competitive environment.

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

Area 3.2a calls for information on how the company
provides easy access for customers seeking information
or assistance and/or to comment and complain. The Area
calls for information on how customer contact require-
ments are determined and deployed. Such deployment
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needs to take account of all key points in the
response chain — all units or individuals in the
company that make effective responses possible.

Area 3.2a also addresses the complaint management
process. The principal issue is prompt and effective
resolution of complaints, including recovery of customer
confidence. However, the Area also addresses how

the company learns from complaints and ensures that
production/delivery process employees receive information
needed to eliminate the causes of complaints. Effective
elimination of the causes of complaints involves aggre-
gation of complaint information from all sources for
evaluation and use throughout the company.

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

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

= how the company follows up with customers regarding
products, services, and recent transactions to deter-
mine satisfaction and to resolve problems.

® how the company gathers information on customer
satisfaction, including any important differences in
approaches for different customer groups or segments.
This highlights the importance of the measurement
scale in determining those factors that best reflect
customers’ market behaviors — repurchase, new
business, and positive referral.

® how satisfaction relative to competitors is determined.
Such information might be derived from company-
based comparative studies or studies made by indepen-
dent organizations. The purpose of this comparison is
to develop information that can be used for improving
performance relative to competitors and to better
understand the factors that drive markets.

Information and Analysis (Category 4)

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

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

The Item examines the main types of data, financial and
non-financial, and how each type relates to key company
processes. In addition, the ltem examines a central
requirement in an effective performance management
system — the integration of information and data into
measurements. Also examined is the deployment of

information and data to users, with emphasis on alighmeht ‘

of data and information with key goals. The effective
management of the information/data system itself — rapid
access and reliability — is examined in connection with
user requirements. Finally, the ltem examines how overall
requirements, including effectiveness of use, deployment,
and ability to keep current with changing business needs
are met,

Although the main focus of this ltem is on information and
data for the effective management of performance, infor-
mation, data, and information technology often have major
strategic significance as well. For example, information
technology could be used to accumulate and disseminate
unigue knowledge about customers and markets, which
would enable the company to quickly “customize” products
and services. Also, information technology and the infor-
mation and data made available through such technology
could be of special advantage in business networks or
alliances. Responses to this Item should take into account
such strategic use of information and data. Accordingly,
“users” should then be interpreted as business partners

as well as company units.

+ 4.2 Selection and Use of Comparative Information and Data

This Item addresses external drivers of improvement —
data and information related to competitive position and to
best practices. Such data usually have both operational
and strategic value.

The Item calls for information on how competitive compari-
sons and benchmarking information are selected and used
to help drive improvement of overall company performance.
The ltem addresses the key aspects of effective selection
and use of competitive comparisons and benchmarking
information and data; determination of needs and priorities;
criteria for seeking appropriate information — from within
and outside the company's industry and markets; and use
of information and data to set stretch targets and to

promote major improvements in areas most critical to the
company's competitive strategy.

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

The major premises underlying this ltem are: (1) companie
facing tough competition need to “know where they stand
relative to competitors and to best practices; (2) compara
tive and benchmarking information often provide impetus
for significant (“breakthrough”) improvement and might

+ . alert companies to.competitive threats and new practices
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and (3) companies need to understand their own processe
and the processes of others, before they compare perfor-
mance levels. Benchmarking information may also suppo
business analysis and decisions relating to core compe-
tencies, alliances, and outsourcing.

4.3 Analysis and Review of Company Performance

This Item addresses company-level analysis and perfor-
mance — the principal basis for guiding a company’s
process management toward key business results. Despiti
the importance of individual facts and data, they do not
usually provide a sound basis for actions or priorities. Actio
depends upon understanding cause/effect connections
among processes and between processes and business
results. Process actions may have many resource implica
tions; results may have many cost and revenue implications
as well. Given that resources for improvement are limited,
and cause/effect connections are often unclear, there is a
critical need to provide a sound analytical basis for decision

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

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

Analyses that companies perform to gain understanding
of performance vary widely. Selection depends upon man
factors, including business type, size, and competitive
position. Examples inciude:

®m how the company's product and service quality
improvement correlates with key customer indicators
such as customer satisfaction, customer retention, and
market share;





[image: image41.png]a cost/revenue implications of customer-related problems
and problem resolution effectiveness;

®m interpretation of market share changes in terms of

customer gains and losses and changes in customer
satisfaction;

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

u financial benefits from improved employee safety,
absenteeism, and turnover;

B benefits and costs associated with education and
training;

& how the company’s ability to identify and meet

- employee requirements correlates with employee -
retention, motivation, and productivity;

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

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

® working capital productivity relative to competitors;

® individua! or aggregate measures of productivity relative
to competitors;

m performance trends relative to competitors on key
quality attributes;

m cost trends relative to competitors;

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

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

® net earnings derived from quality/operational/ruman
resource performance improyements;

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

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

m profit impacts of customer retention;
® market share versus profits;

m trends in aggregate measures such as total factor
productivity; and

® trends in economic and/or market indicators of value.

Area 4.3b examines how the company reviews performance
and capabilities and uses the review findings to improve
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performance and capabilities relative to goals and ,’
plans. Such reviews also need to take into account
changing business needs. An important part of this review
is the translation of review findings into an action pian —
sufficiently specific so that deployment throughout the
company and to suppliers/partners is possible.

Human Resource Development and Management
(Category 5)

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

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

5.1 Work Systems

This Item addresses how the company’s work and job
design, compensation, and recognition approaches enable
and encourage all employees to contribute effectively. The
Item is not only concerned with current and near-term

‘performance objectives; but also with individual and

organizational learning — enabling adaptation to change.

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

Effective job design and flexible work organizations

are necessary but may not be sufficient to ensure high
performance. Work, job, and organization designs need to
be backed by information systems, education, and appro-
priate training to ensure that Information flow supports the
job and work designs. Also important is effective communi-
cation across functions and work units to ensure focus on
customer requirements. In some cases, teams might
involve individuals in different locations linked via computers
or conferencing technology.
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with work systems. The basic thrust of this Area is the
consistency between the company's compensation and
recognition system and its work structures and processes.

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

Compensation and recognition approaches could include
profit sharing and compensation based on skill building,
-use of new skills, and demonstrations of self-learning.
The approaches could also be based on the linkage to
customer retention .or other performance objectives.

5.2 Employee Education, Training, and Development

This Item addresses how the company develops the work
force via education, training, and on-the-job reinforcement
of knowledge and skills. Development is intended to meet
the needs of a high performance workplace, accommo-
dating to change.

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

_ The ltem calls for information on key performance and
" learning objectives, and how education and training are
designed, delivered, reinforced, and evaluated, with
special emphasis upon on-the-job application of knowl-
edge and skills. The ltem emphasizes the importance of
the involvement of employees and their managers in the
design of training, including clear identification of specific
needs. This involves job analysis — understanding the
types and levels of the skills required and the timeliness of
training. Determining specific education and training needs
might include use of company assessment or employee
self-assessment to determine and/or compare skill levels
for progression within the company or elsewhere.

26

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

The Item also emphasizes evaluation of education and
training. Such evaluation could take into account managers’
evaluation, employee self-evaluation, and peer evaluation
of value received through education and training relative tc
needs identified in design. Evaluation could also address
factors such as the effectiveness of education and training
delivery, impact on work unit performance, costs of

-delivery alternatives, and benefit/cost ratios.

Although the item does not explicitly call for information or
the training for customer-contact employees, such training
usually entails: (a) acquiring key knowledge and skills,
including knowledge of products and services; (b) listening
to customers; (c) soliciting comments from customers;

(d) anticipating and handling problems or failures
(“recovery”); (e) developing skills in customer retention;
and (f) learning how to effectively manage expectations.

5.3 Employee Well-Being and Satisfaction

This ltem addresses the work environment, the work
motivational climate, and how they are tailored to foster the
well-being, satisfaction, and development of all employees.

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

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

Most companies, regardless of size, have many opportun
ties to contribute to employee satisfaction. Examples of
services, facilities, activities, and other opportunities are:
personal and career counseling; career development and
employability services; recreational or cultural activities;
non-work-related education; day care; special leave for
family responsibilities and/or for community services, safet
off the job; flexible work hours; outplacement; and retiree
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also might include career enhancement activities such as
skills assessment, helping employees develop learning
objectives and plans, and employability assessment.

Area 5.3c calls for information on how the company deter-
mines employee satisfaction, well-being, and motivation.
The Area recognizes that many factors might affect employee
motivation. Although satisfaction with pay and promotion
potential is important, these factors might not be adequate
to assess the overall climate for motivation and high per-
formance. For this reason, the company might need to
consider a variety of factors in the work environment to
determine the key factors in motivation. Examples of

~ specific factors which might affect satisfaction, well-being,
- and motivation are: effective employée problem or grievance
resolution; safety; employee views of leadership and man-
agement; employee development and career opportunities;
employee preparation for changes in technology or work
organization; work environment; workload; cooperation
and teamwork; recognition; benefits; communications;

job security; compensation; equality of opportunity; and
capability to provide required services to customers.

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

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

Process Management (Category 6)

Process Management is the focal point within the

Criteria for ali key work processes. Built into the Category
are the central requirements for efficient and effective
process management — effective design, a prevention
orientation, evaluation and continuous improvement,
linkage to suppliers and partners, and overall high
performance.

An increasingly important concept in all aspects of process
management and organizational design is flexibility. In
simplest terms, flexibility refers to the ability to adapt quickly
and effectively to changing requirements. Depending on

27

the nature of the business' strategy and markets, ,’
flexibility might mean rapid changeover from one

product to another, rapid response to changing demands,
or the ability to produce a wide range of customized
services. Flexibility might demand special strategies such
as modular designs, sharing of components, sharing of
manufacturing lines, and specialized training. Fiexibility also
increasingly involves outsourcing decisions, agreements
with key suppliers, and novel partnering arrangements.

6.1 Management of Product and Service Processes

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

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

Design approaches could differ appreciably depending
upon the nature of the products/services — entirely new,
variants, major or minor process changes. Responses
should reflect the key requirements for the company’s
products and services. Factors that might need to be
considered in design include: health; safety; long-term
performance; environmental impact; “green” manufacturing;
measurement capability; process capability; manufactur-
ability; maintainability; supplier capability; and documen-
tation. Effective design must also consider cycle time and
productivity of production and delivery processes. This
might entail detailed mapping of manutacturing or service
processes and redesigning (reengineering) them to achieve
efficiency as well as to meet customer requirements.

Many businesses also need to consider requirements for
suppliers and/or business partners at the design stage.
Overall, effective design must take into account all stake-
holders in the value chain. If many design projects are
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parts, equipment, and facilities used for other products,
coordination of resources might be a major concern and
might offer means to significantly reduce unit costs and
time to market. This should be addressed in responding
to Area 6.1a.

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

Area 6.1b calls for information on the management and

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

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

Area 6.1b also calls for information on how processes

are improved to achieve better performance. Better perfor-
mance means not only better quality from the customers’
perspective but also better financial and operational per-
formance — such as productivity — from the company's
perspective. Area 6.1b anticipates that companies use a
variety of process improvement approaches. In responding
to Area 6.1b, approaches the company might use could
include: (1) the sharing of successful strategies across the
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company; (2) process analysis and research (e.g., proces:
mapping, optimization experiments, and error proofing);
(3) research and development results; (4) benchmarking;
(5) use of alternative technology; and (6) information from
customers of the processes — within and outside the
company. Process improvement approaches might utilize
financial data to evaluate alternatives and set priorities.
Together, all these approaches offer a wide range of
possibilities, including complete redesign (“reengineering”
of processes.

6.2 Management of Support Processes
This ltem addresses how the company designs, maintains
and improves its. support processes. Support processes

are those that support the company’s product and/or

service delivery, but are not usually designed in detail
with the products and services themselves, because their
requirements do not usually depend a great deal upon
product and service characteristics. Support process
design requirements usually depend significantly upon
internal requirements, and must be coordinated and
integrated to ensure efficient and effective performance.
Support processes might include finance and accounting,
software services, sales, marketing, public relations,
information services, supplies, personnel, legal services,
plant and facilities management, research and develop-
ment, and secretarial and other administrative services.

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

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

6.3 Management of Supplier and Partnering Processes
This Item addresses how the company manages and
improves its supplier and partnering processes, relation-
ships, and performance. The term “supplier” refers to
other companies and to other units of the parent compan
that provide goods and services. The use of these goods
and services may occur at any stage in the production,
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services. Thus, suppliers include businesses such as
distributors, dealers, warranty repair services, transpor-
tation, contractors, and franchises, as well as those that
provide materials and components. Suppliers also include
service suppliers, such as health care, training, and
education providers.

The Item places particular emphasis on the unique rela-
tionships that companies are building with key suppliers,
including establishing partnering relationships. For many
companies, key suppliers and partners are an increasingly
important part of achieving not only high performance and
lower-cost objectives, but also strategic objectives. For
_example, they might provide unique design, integration,
and marketing capabilities. '

Item 6.3 requests the principal performance requirements
for key suppliers and partners. These requirements are
the principal factors involved in the company's purchases,
e.g., quality, delivery, and price. Processes for determining
whether or not requirements are met might include audits,
process reviews, receiving inspection, certification, testing,
and rating systems.

ltem 6.3 also requests information on actions and plans
to improve suppliers’ and partners’ abilities to contribute
to achieving your company's performance goals. These
actions and plans might include one or more of the
following: improving your own procurement and supplier
management processes (including seeking feedback from
suppliers and “internal customers”), joint planning, rapid
information and data exchanges, use of benchmarking
and comparative information, customer-supplier teams,
training, long-term agreements, incentives, and recog-
nition. Actions and plans might also include changes in
supplier selection, leading to a reduction in the number
of suppliers and enhancing partnership agreements.

Business Results (Category 7)

Business Results provide a results focus that encompasses
the customer’s evaluation of the company’s products and
services, the company'’s overall financial and market
performance, and the results of all key processes and
process improvement activities. Through this focus, the
Criteria’s dual purposes — superior value of offerings as
viewed by customers and the marketplace, and superior
company performance reflected in operational and financial
indicators — are maintained. Category 7 thus provides
“real-time” information (measures of progress) for eval-
uation and improvement of processes, products, and
services, aligned with overall business strategy. Analysis
and review of business results data and information are
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called for in Item 4.3. Item 7.5 (a new ltem in ,’
1997) provides an opportunity to summarize key
performance results, not covered in ltems 7.1-7.4, that
contribute significantly to customer satisfaction, opera-
tional, and financial/marketplace performance.

7.1 Customer Satisfaction Results

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

7.2 Financial and Market Results

This ltem addresses those factors that best reflect the com-
pany's financial and marketplace performance. Measures
reported in this item will frequently be those key financial
and market measures tracked by senior leadership on an
ongoing basis to gauge overall company performance,
and often used to determine incentive compensation for
senior leaders. Measures of financial performance could
include return on equity, return on investment, operating
profit, pre-tax profit margin, earnings per share, profit
forecast reliability, and other liquidity and financial activity
measures, Markeiplace performance could include market
share measures of business growth, new product and
geographic markets entered, and percent new product
sales, as appropriate.

Comparative data for these measures might include
industry best, best competitor, industry average, and
appropriate benchmarks.

7.3 Human Resource Results

This ltem addresses the company's human resource
results — those relating to employee well-being, satis-
faction, development, work system performance, and
effectiveness.

Results reported could include generic and business- or
company-specific factors. Generic factors include safety,
absenteeism, turnover, and satisfaction. Business- or
company-specific factors include those commonly used
in the industry or created by the company for purposes
of tracking progress. Results reported might include input
data, such as extent of training, but the main emphasis
should be placed on measures of effectiveness.
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The Criteria continue to evolve toward comprehensive
coverage of strategy-driven performance, addressing the
needs and expectations of all stakeholders — customers,
employees, stockholders, suppliers, and the public.

The Criteria for 1997 strengthen the systems view of
performance management, and place a greater focus

on company strategy, organizational learning, and better
integration of business results. The composite of business
results (now Category 7) has been increased in point
value (to 450 points) to indicate the degree of importance
and to reflect the change in content. Specifically, Category
7 now includes customer satisfaction, financial and market
indicators of performance, human resource results, and
company-specific operational results key to achlevmg

- business success.

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

m The Criteria framework has been revised. The major
changes that led to this revision are: (1) greater impor-
tance of company strategy to an effective performance
management system; and (2) the need to treat all busi-
ness results, including customer satisfaction results, in a
parallel and integrated manner. In addition, some ltems
or parts of ltems have been combined to better integrate
requirements and to reduce the number of responses
applicants need to make. As a result of these changes:

o All Categories from 1996 except Category 1
(Leadership) have been renumbered. A schematic
diagram of the new Category framework is given on
page 42.

e The number of ltems has been reduced from 24
to 20.

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

@ The application page limit has been reduced from 70
to 50.

e The number of item Notes has been reduced from
114 to 45. Information from ltem Notes in the 1996
Criteria that provided examples is included in a
revised ltem Descriptions section, now titled 1997
Award Criteria: Item Descriptions and Comments
starting on page 20. This section also takes into
account the changed Category content and
relationships.

e Greater emphasis is placed on organizational
learning to underscore the importance of learning
and change as well as continuous improvement.
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Changes, by Category, are:

Leadership

® Jtems 1.1 and 1.2 from 1996 have been combined into
a new ltem 1.1, Leadership System. This combination
provides the opportunity for coordinated presentation of
the role of senior leaders and the company's leadership
system. Additional emphasis has been placed on the
senior leaders' role in organizational learning. The com-
pany performance review function from ltem 1.2 (1996)
is now added to Item 4.3, Analysis and Review of
Company Performance.

m ltem 1.2 replaces ltem 1.3 from the 1996 Criteria.
Area 1.2b (1.3b in 1996) addresses more clearly the
company’s community involvement and leadership,
rather than leadership as a corporate citizen, to accom-
modate better companies of all sizes and also to
emphasize employee involvement in key communities.

Strategic Planning

m This Category contains two items with the same basic
requirements as the corresponding Items in 1996. How-
ever, the titles of the ltems have been modified to better
communicate their main purposes and to sharpen the
important distinction between these ltems.

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

® Item 2.2 is now Company Strategy instead of Strategy
Deployment. This change is intended to emphasize
that the ltem calls for information on the company’s
actual strategy and how it is deployed, not on a general
description of the deployment process. This ltem now
includes coverage of human resource plans, which in
1996 were addressed in the Human Resource Develop-
ment and Management Category. This change is made
to emphasize the need for better integration of human
resource planning with strategic planning.

Customer and Market Focus

#8 This Category title is changed from Customer Focus
and Satisfaction to reflect two important changes made
in the Criteria: (1) inclusion of Customer Satisfaction
Results with Business Results; and, (2) recognition that
Criteria evolution has placed growing emphasis not only
on customers, but also on markets.
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m The Category now contains two ltems, reduced by two

items from 1996. In addition to the movement of Item 7.4
(1996) to the Business Results Category, two ltems
from 1996 [Customer Relationship Management (7.2)
and Customer Satisfaction Determination (7.3)] have
been combined into Customer Satisfaction and
Relationship Enhancement (ltem 3.2). This change is
intended to provide better integration of the different
ways that companies use to understand customers,
the factors that determine satisfaction, and how they
stay close to customers. The change is intended to
accommodate better the approaches of excellent
smaller companies, many of which use regular
customer contact more than survey methods both to
determine satisfaction and to enhance relationships.

Information and Analysis

This Category contains three ltems with the same basic
requirements as the corresponding ltems in 1996. How-
ever, the titles of the ltems have been modified to better
communicate their main purposes.

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

Item 4.3 is now Analysis and Review of Company
Performance, making this ltem the point within the
Criteria for supporting a critical requirement in perfor-
mance management — understanding the meaning of
performance information to help guide the company’s
decisions and actions. The major change is the cover-
age of the company performance review function which
was part of ltem 1.2 in 1996.

Human Resource Development and Management

This Category now contains three items, reduced by
one ltem from 1996.

ltem 4.1 from 1996, Human Resource Planning and
Evaluation, has been eliminated. The important planning
included in this ltem is now integrated within overall
company planning as mentioned above under Strategic
Planning.

Item 4.2 from 1996, High Performance Work Systems,
now becomes Item 5.1 and is titled Work Systems.
Although this ltem retains its focus on high performance,
its title is changed to avoid the appearance that its
purpose is narrower — high performance work teams.

Process Management

Items 5.1 and 5.2 from 1996 have been combined into
a new ltem 6.1, Management of Product and Service
Processes. This combination permits a company to
place appropriate emphasis on design processes and
production/delivery processes, as dictated by the

32

company's business. Area 6.1b includes a new require-
ment on the transfer of learning to other company units
and projects. This is intended to foster better internal
communication and to aid overall organizational
improvement.

ftem 6.3, Management of Supplier and Partnering
Processes, places specific attention on preferred sup-
pliers and partnering arrangements in recognition of
their growing importance and the attention they require.
The ltem requires information on the company'’s actions
and plans to improve suppliers’ and partners’ abilities to
contribute to achieving the company's goals. This change
is intended to focus responses on considerations most
important to the supplier/customer relationship.

Business Results
w This Category now contains five Items, including

Customer Satisfaction Results (ltem 7.4 in 1996},
thus integrating all results ltems into one Category.

m There are three 130-point items in the Category, in

recognition of the importance of customer satisfaction,
financial and marketplace performance, and company-
specific performance measures (see discussion below)
to the success of the company.

® Item 7.2 has been created to provide a single item

focusing on Financial and Market Results. This item
stresses the importance of a set of key financial and
market results tracked by senior leadership to gauge
overall company performance. In this and other results
items, applicants are offered greater latitude in recog-
nition of the fact that not all results are quantitative or
can be trended in a meaningful manner (e.g., business
growth into new geographic regions or new markets
entered through adaptations of existing products).

ftem 7.4, Supplier and Partner Results, has been
expanded to include company costs and/or performance
improvements due to supplier and partner performance.
This is an added measure of the effectiveness of the
relationship and the linkage to important results.

ltem 7.5, Company-Specific Results, is a new ltem,
including some results called for in ltems 6.1 and 6.2
in 1996, but offering applicants much greater latitude in
showing beneticial changes and improvements in
internal operations and operational results relevant to
their businesses and strategies. Results appropriate for
ltem 7.5 include improvements in and performances of
products, services, and processes; productivity; cycle
time; regulatory/legal compliance and related perfor-
mance; and new product and/or service introductions.
Applicants are encouraged to report unique and inno-
vative results that directly relate to their types of
businesses or strategies.
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The scoring of applicant responses to Criteria ltems (ltems)
and feedback are based on three evaluation dimensions:
(1) Approach; (2) Deployment; and (3) Results. Applicants
need to furnish information relating to these dimensions.
Specific factors for these dimensions are described below.
Scoring Guidelines are given on page 34.

Approach

“Approach” refers to how the applicant addresses the ltem
requirements — the method(s) used. The factors used to
evaluate approaches include:

® appropriateness of the methods to the requirements

- m effectiveness of use of the methods. Degree to which
the approach:

— is systematic, integrated, and consistently applied
— embodies evaluation/improvement/learning cycles
~ is based on reliable data and information

= evidence of innovation and/or significant and effective
adaptations of approaches used in other types of
applications or businesses.

Deployment

“Deployment” refers to the extent to which the applicant's
approach is applied to ali requirements of the Item. The
factors used to evaluate deployment include:

a use of the approach in addressing business and ltem
requirements

m use of the approach by all appropriate work units

Results

“Results” refers to outcomes in achieving the purposes given
in the ltem. The factors used to evaluate resuits include:

® current performance

m performance relative to appropriate comparisons and/or
benchmarks

®-rate, breadth, and importance of performance
improvements

m demonstration of sustained improvement and/or
sustained high-level performance

Item Classification and Scoring Dimensions

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

The two types of items and their designations are:

1. Approach/Deployment
2. results <>
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Approach and Deployment are linked to emphasize ,’
that descriptions of Approach shouid always indi-

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

Results ltems call for data showing performance levels
and trends. However, the evaluation factor, "breadth” of
performance improvements, is concerned with how wide-
spread an.applicant’s improvement results are. This is
directly related to the Deployment dimension. That is, if
improvement processes are widely deployed, there should

- be corresponding results. A score for a Results ltem is thus

a composite based upon overall performance, taking into
account the breadth of improvements.

“Importance” as a Scoring Factor

The three evaluation dimensions described above are all
critical to evaluation and feedback. However, evaluation
and feedback must also consider the importance of
improvements in Approach, Deployment, and Results to
the applicant’s business. The areas of greatest importance
should be addressed in the Business Overview, and in
Items such as 2.1, 3.1, 6.1, and 7.5. Of particular impor-
tance are the key customer requirements and key strategies
and action plans.

Assignment of Scores to Applicants’ Responses

Baldrige Award Examiners observe the following guidelines
in assignment of scores to applicants’ responses:

m All relevant Areas to Address should be included in the
ltem response. Also, responses should reflect what is
important to the applicant’s business.

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

® An Approach/Deployment ltem score of 50% represents
an approach that meets the basic objectives of the Item
and that is deployed to the principal activities covered
in the Item. Higher scores reflect maturity (cycles of
improvement), integration, and broader deployment.

®m A Results item score of 50% represents clear indication
of improvement trends and/or good levels of performance
in the principal results areas covered in the ltem. Higher
scores reflect better improvement rates and compara-
tive performance as well as broader coverage.
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The Business Overview is an outline of the applicant's
business, addressing what is most important to the
business, key influences on how the business operates,
and where the business is headed. The Business Overview
is intended to help Examiners understand what is relevant
and important to the applicant’s business.

The Business Overview is of critical importance to the
applicant because:

u it is the most appropriate starting point for writing and
reviewing the application, helping to ensure focus on
key business issues and consistency in responses,
especially in reporting business results; and

u itis used by the Examiners and Judges in all stages
-of application review, inciuding the site visit.

Guidelines for Preparing the Business Overview
The Business Overview consists of five sections as follows:

1. Basic description of the company
This section should provide basic information on:

= the nature of the applicant’s business: products
and services;

® company size, location(s), and whether it is publicly
or privately owned,;

m the applicant’s major markets (local, regional,
national, or international) and principal customer
types (consumers, other businesses, government,
etc.). (Note any special relationships, such as
partnerships, with customers or customer groups.);

m a profile of the applicant's employee base, including:
number, types, educational level, bargaining units,
and special safety requirements; and

® major equipment, facilities, and technologies used.

If the applicant is a subunit of a larger company, a brief
description of the organizational relationship to the
“parent” and percent of employees the subunit repre-

" sents should be given. Briefly describe also how the
applicant's products and services relate to those of the
parent and/or other units of the parent company. If the
parent company provides key support services, these
should be described briefly.

2, Customer requirements _
This section should provide information on:

® key customer requirements (for example, on-time
delivery, low defect levels, price demands, and after-
sales services) for products and services. Briefly
describe all important requirements, and note signi-
ficant differences, if any, in requirements among
customer groups.
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3. Supplier and partnering relationships ,’
This section should provide information on:

= types and numbers of suppliers of goods and
services;

m the most important types of suppliers, dealers, and
other businesses; and

® any limitations, special relationships, or special
requirements that may exist with some or all suppliers
and partners.

4. Competitive factors
This section should provide information on:
m the applicant's position (relative size, growth) in the
industry;‘ _ .
m numbers and types of competitors;

m principal factors that determine competitive success,
such as productivity growth, cost reduction, and
product innovation; and

m changes taking place that affect competition.

5. Other factors important to the applicant
This section should provide information, as
appropriate, on:

® major new thrusts for the company, such as entry
into new markets or segments;

m new business alliances;
® introduction of new technologies;

m the regulatory environment affecting the applicant,
such as occupational health and safety, environ-
mental, financial, and product;

m changes in strategy; and

® unique factors.

Page Limit

The Business Overview is limited to five pages. These

are not counted in the overall application page limit. Typing
instructions for the Business Overview are the same as

for the application. These instructions are given in the
1997 Application Forms & Instructions booklet. Ordering
instructions for this booklet are given on page 45.

It is strongly recommended that the Business

Overview be prepared first and that it be used

to guide the applicant in writing and reviewing

the application.
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Writing an application for the Baldrige Award involves 2. Review the ltem format.

responding in 50 or fewer pages to the requirements given The Item format (see figure below) shows the different
in the 20 Criteria ltems. The guidelines given in this section parts of ltems, what each part is for, and where each

are offered to- assist applicants to respond most effectively part is placed. It is especially important to understand
to these requirements. the Areas to Address and the ltem Notes. All ltems

The guidelines are presented in three parts: and Areas to Address are described in a separate
' section {pages 20-30).

(1) General Guidelines regarding the Criteria booklet,

including how the ltems are formatted; Each Item is classified either Approach—Deployment
(2) Guidelines for Responding to Approach/Deployment or Resullts, depending on the type of information
ltems: and required. Guidelines for responding to Approach/

Deployment ltems are given on page 37. Guidelines

(3) Guidelines for Responding to Results Items. for responding to Results ltems are given on page 38.

General Guidelines. _ } : 3. -Start by preparing the Business Overview.

1. Read the entire Criteria booklet. h The Business Overview is the most appropriate
starting point for writing an application. The Business
Overview is intended to help everyone — including the
company's application writer(s) and reviewer(s) — to
understand what is most relevant and important to the
applicant’s business. Guidelines for preparing the

®m Award Criteria (pages 5-19) Business Overview are given on page 35.

® Scoring information (pages 33-34)

® Glossary of Key Terms (pages 3-4)
m |tem Descriptions and Comments (pages 20-30)

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

Item ITEM FORMAT Types of information applicants

Title item are expected to provide in
Point Value response to this ltem.

i 5.1 Work Systems (40 pts.)
Basic Item

requirements —/ Describe how the company’s work and job design and its compensation and recognition
expressed in approaches enable and encourage all employees to contribute effectively to achieving the
general terms company’s performance and learning objectives.

In your response, address the following Areas:
Specific Areas —

, a. Work and Job Design
applicants needto /| " o,y work and jobs, including those of managers at all levels in the company, are designed, organized,

address and managed to ensure:

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

(2) flexibility, cooperation, rapid response, and learning in addressing current and changing customer
and operational requirements; and

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

Notes have b. Compensation and Recognition
the following How the company's compensation and recognition approaches for individuals and groups, including
purposes: managers at all levels in the company, reinforce the overall work systems, performance, and learning

+ Clarify key terms objectives.

and/or Notes:

requirements N1. Work design refers to how employees are N2. Compensation and recognition refer to all aspects
- give instruction organized and/or organize themselves in formal and of pay and reward, including promotions and bonuses.
informal, temporary, or longer-term units. This includes This includes monetary and non-monetary, formal and
. ]ndlcate/clarify work teams., problem-solving teams, functional units, inlorma],l and individual and group compensation and
important linkages cross-functional teams, and depaflments — self- recognition.
managed or managed by supervisors.

Job design refers to responsibilities, authorities, and
tasks assigned to individuals.






[image: image52.png]Guidelines for Responding to Approach/
Deployment Items

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

The purpose of Approach-Deployment items is to permit
diagnosis of the applicant's most important processes —
the ones that enable fast-paced performance improvement.
Diagnosis and feedback depend heavily upon the content
and completeness of Approach-Deployment Item responses.
For this reason, it is important to respond to these items
by providing key process information. Guidelines for
organizing and reviewing such information are given below.

1. Understand the meaning of “how.”

Items requesting information on approach include
Areas that begin with the word “how.” Applicant
responses should outline key process information such
as methods, measures, deployment, and evaluation/
improvement factors. Responses lacking such infor-
mation, or merely providing an example, are referred to
in the Scoring Guidelines as anecdotal information.

2. Write and review response(s) with the following
guidelines, questions, and comments in mind:

m Show what and how.

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

It is important to give basic information about what
the key processes are and how they work. Although
it is helpful to include who performs the work, merely
stating who does not permit feedback. For example,
stating that "customer satisfaction data are analyzed
by the Customer Service Department” does not permit
feedback, because from this information, strengths
and weaknesses in the analysis cannot be given.

®» Show that activities are systematic.

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

Approaches that are systematic use data and infor-
mation for improvement and learning. In other words,
approaches are systematic if they “build in” evalua-
tion and learning, and thereby gain in maturity.
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= Show deployment. ,’

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

Deployment can be shown compactly by using
tables that summarize what is done in different parts
of the company.

m Show focus and consistency.

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

There are three important factors to consider _
".regarding focus and consistency: (1) the Business
Overview should make clear what is important;
(2) the Strategic Planning Category, including the
strategy and action plans, should highlight areas
of greatest focus and describe how deployment is
accomplished; and (3) descriptions of company-level
analysis (ltem 4.3) 'should show how the company
analyzes and reviews performance information to set
priorities. Focus and consistency in the Approach-
Deployment Items should be supported by corre-
sponding results reported in Results ltems.

m Respond fully to Item requirements.

- Does the response lack information on important
parts of an Area to Address?

Missing information will be interpreted as a gap in
approach and/or deployment. All Areas should be
addressed and checked in final review.

. Cross-reference when appropriate.

Applicants should try to make each ltem response
self-contained. However, some responses to different
Items might be mutually reinforcing. It is then appro-
priate to refer to other responses, rather than to repeat
information. In such cases, applicants should use Area
designators (for example, “see 4.3a").

. Use a compact format.

Applicants should make the best use of the 50 appli-
cation pages permitted. Applicants are encouraged to
use flow charts, tables, and “bulletized” presentation
of information.
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Guidelines for Responding to Results Items

The Criteria place greatest emphasis on results. The
following information, guidelines, and example relate
to effective and complete reporting of results.

1. Focus on the most critical business results.

Results reported should cover the most important
requirements for business success, highlighted in

the Business Overview and the Strategic Planning
Category.

Note the meaning of the four key requirements
for effective reporting of results data.

'® trends to show directions of results and rates of
change; ) : _

performance levels to show performance on some
meaningful measurement scale;

comparisons to show how results compare with
those of other, appropriately selected organiza-
tions; and

breadth of results to show that all important results
are included.

Include trend data covering actual periods for
tracking trends.

Because of the importance of showing focus and
deployment, new data should be included even if
trends and comparisons are not yet well established.
No minimum period of time is specified for trend
data. Time periods might span five years or more
for some results.

Use a compact format — graphs and tables.

Many results can be reported compactly by using
graphs and tables. Graphs and tables should be
labeled for easy interpretation. Results over time or
compared with others should be “normalized” —

- presented in a way (such as use of ratios) that takes into
account various size factors. For example, reporting
safety trends in terms of accidents per 100 employees
would be more meaningful than total accidents, if the
number of employees has varied over the time period.

. Integrate results into the body of the text.

Discussion of results and the results themselves
should be close together in the application. Use figure
numbers that correspond to ltems. For example, the
third figure for Item 7.5 would be 7.5-3. (See example
on the figure shown to the right.)

The following graph illustrates data an applicant might
present as part of a response to ltem 7.5, Company-

Specific Results. In the Business Overview and in Item 3.1,
the applicant has indicated on-time delivery as a key
customer requirement.

“world-class”
from another
industry with

100 Division A similar activity
Aty a8
95
Overall best
On—’I'ime 90 Company CompetltOT
Delivery 85
(%) Division B industry
. " 80 _ -\ average
75 Division C
1992 1993 1994 1995 1996
Year
Figure 7.5-3  On-Time Delivery Performance
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Using the graph, the following characteristics of clear and
effective data reporting are itlustrated:

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

Both axes and units of measure are clearly labeled.

m Trend lines report data for a key business requirement
— on-time delivery.

m Results are presented for several years.
Appropriate comparisons are clearly shown.

The company shows, using a single graph, that its three
divisions separately track on-time delivery.

To help interpret the Scoring Guidelines (page 34), the
following comments on the graphed results would be
appropriate:

m The current overall company performance level is excel-
lent. This conclusion is supported by the comparison
with competitors and with a “world-class"” level.

The company shows excellent improvement trends.
Division A is the current performance leader — showing
sustained high performance and a slightly positive
trend. Division B shows rapid improvement. Its current

performance is near that of the best industry competitor,
but trails the “world-class” tevel.

Division C — a new division — is having early problems
with on-time delivery. The applicant has analyzed and
explained these early problems in its application report.
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Award Criteria Purposes

The Malcoim Baldrige National Quality Award Criteria are
the basis for making Awards and for giving teedback to
applicants. In addition, the Criteria have three other
important roles in strengthening U.S. competitiveness:

m to help improve performance practices and capabilities;

m to facilitate communication and sharing of best practices
information among U.S. organizations of all types; and
m to serve as a working tool for understanding and

managing performance, planning, training, and
assessment.

Award Criteria Goals

The Criteria are designed to help companies enhance
their competitiveness through focus on dual, results-
oriented goals:

m delivery of ever-improving value to customers,
resulting in marketplace success; and

® improvement of overall company performance
and capabilities.

Core Values and Concepts

The Award Criteria are built upon a set of core values and
concepts. These values and concepts are the foundation

for integrating key business requirements within a results-
oriented framework. These core values and concepts are:

Customer-Driven Quality

Quality is judged by customers. Thus, quality must

take into account all product and service features and
characteristics that contribute value to customers and
lead to customer satisfaction, preference, and retention.

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

Customer-driven quality addresses not only the product
and service characteristics that meet basic customer
requirements. It also includes those features and charac-
teristics that differentiate them from competing offerings.
Such differentiation may be based upon new or modified
offerings, combinations of product and service offerings,
customization of offerings, rapid response, or special
relationships.

Customer-driven quality is thus a strategic concept. It is
directed toward customer retention, market share gain,
and growth. It demands constant sensitivity to changing
and emerging customer and market requirements, and
the factors that drive customer satisfaction and retention.
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Customer-driven guality means much more than defect
and error reduction, merely meeting specifications, or
reducing complaints. Nevertheless, defect and error
reduction and elimination of causes of dissatisfaction
contribute to the customers' view of quality and are thus
also important parts of customer-driven quality. In addition,
the company’s success in recovering from defects and
mistakes (“making things right for the customer”) is

crucial to building customer relationships and to

customer retention. '

It also demands awareness of developments in
technology and of competitors’ offerings, and rapid
and flexible response to customer and market
requirements.

Leadership

A company's senior leaders need to set directions and
create a customer orientation, clear and visible values,
and high expectations. The values, directions, and expec-
tations need to address .all stakeholders. The leaders need
to ensure the creation of strategies, systems, and methods
for achieving excellence and building knowledge and
capabilities. The strategies and values should help guide
all activities and decisions of the company. The senior
leaders need to commit to the development of the entire
work force and should encourage patrticipation, learning,
and creativity by all employees. Through their personal
roles in planning, communications, review of company
performance, and employee recognition, the senior
leaders serve as role models, reinforcing the values

and expectations and building leadership and initiative
throughout the company.

Continuous Improvement and Learning

Achieving the highest levels of performance requires a
well-executed approach to continuous improvement and
learning. The term “continuous improvement” refers to
both incremental and “breakthrough” improvement. The
term “learning” refers to adaptation to change, leading to
new goals and/or approaches. Improvement and learning
need to be "embedded” in the way the company operates.
Embedded means improvement and learning: (1) are a
regular part of daily work; (2) seek to eliminate problems
at their source; and (3) are driven by opportunities to do
better, as well as by problems that must be corrected.
Sources of improvement and learning include: employee
ideas; R&D; customer input; and benchmarking.

Improvement and learning include: (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) responsiveness and cycle time performance;

(5) productivity and effectiveness in the use of all





[image: image55.png]resources; and (6) the company’s performance in fulfilling
its public responsibilities and service as a good citizen.
Thus, improvement and learning are directed not only
toward better products and services but also toward being
more responsive, adaptive, and efficient — giving the
company additional marketplace and performance
advantages.

Employee Participation and Development

A company’s success depends increasingly on the knowl-
edge, skills, and motivation of its work force. Employee
success depends increasingly on having opportunities to
learn and to practice new skills. Companies need to invest
in the development of the work force through education,

- training, and opportunities for continuing growth. Oppor-
tunities might include classroom and on-the-job training,
job rotation, and pay for demonstrated knowledge and
skills. On-the-job training offers a cost effective way to train
and to better link training to work processes. Work force
education and training programs may need to utilize
advanced technologies, such as computer-based learning
and satellite broadcasts. increasingly, training, develop-
ment, and work units need to be tailored to a diverse
work force and to more flexible, high performance
work practices.

Major challenges in the area of work force development
include: (1) integration of human resource practices —
selection, performance, recognition, training, and career
advancement; and (2) alignment of human resource
management with strategic change processes. Addressing
these challenges requires use of employee-related data on
knowledge, skills, satisfaction, motivation, safety, and well-
being. Such data need to be tied to indicators of company or
unit performance, such as customer satisfaction, customer
retention, and productivity. Through this approach, human
resource management may be better integrated and
aligned with business directions.

Fast Response

Success in competitive markets demands ever-shorter
cycles for new or improved product and service introduc-
tion. Also, faster and more flexible response to customers
is now a more critical requirement. Major improvement

in response time often requires simplification of work units
and processes. To accomplish this, the time performance
of work processes should be among the key process
measures. There are other important benefits derived from
this time focus: time improvements often drive simultaneous
improvements in organization, quality, and productivity.
Hence it is beneficial to integrate response time, quality,
and productivity objectives.

Design Quality and Prevention
Companies need to emphasize design quality — problem
and waste prevention achieved through buiiding quality into

products and services and efficiency into production and
delivery processes. Costs of preventing problems at the
design stage are usually much lower than costs of
correcting problems that occur “downstream”. Design
quality includes the creation of fault-tolerant (robust) or
failure-resistant processes and products.

A major success factor in competition is the design-to-
introduction (“product generation”) cycle time. To meet

the demands of rapidly changing markets, companies
need to carry out stage-to-stage integration (“concurrent
engineering”) of activities from basic research to commer-
cialization. Increasingly, design quality also depends upon
the ability to use information from diverse sources and '

_ data bases, that combine customer preference, compe-
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titive offerings, price, marketplace changes, and external
research findings. More emphasis should also be ptaced
on capturing learning from other design projects.

From the point of view of public responsibility, the design
stage is critical. In manufacturing, design decisions deter-
mine process wastes and the content of municipal and
industrial wastes. The growing environmental demands
mean that design strategies need to anticipate environ-
mental factors.

Consistent with the theme of design quality and preven-
tion, improvement needs to emphasize interventions
“upstream” — at early stages in processes. This approach
yields the maximum cost and other benefits of improve-
ments and corrections. Such upstream intervention also
needs to take into account the company’s suppliers.

Long-Range View of the Future

Pursuit of market leadership requires a strong future
orientation and a willingness to make long-term commit-
ments to key stakeholders — customers, employees,
suppliers, stockholders, the public, and the community.
Pianning needs to anticipate many changes, such as
customers' expectations, new business opportunities,
technological developments, new customer segments,
evolving regulatory requirements, community/societal
expectations, and thrusts by competitors. Plans, strategies,
and resource allocations need to reflect these commitments
and changes. A major part of the long-term commitment is
developing employees and suppliers and fulfilling public
responsibilities.

Management by Fact

Modern businesses depend upon measurement and
analysis of performance. Measurements must derive

from the company’s strategy and provide critical data

and information about key processes, outputs, and results.
Data and information needed for performance measure-
ment and improvement are of many types, including:
customer, product and service performance, operations,
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related, and cost and financial. Analysis refers to extracting
larger meaning from data and information to support
evaluation and decision making at all levels within the
company. Analysis entails using data to determine trends,
projections, and cause and effect — that might not be
evident without analysis. Data and analysis support a
variety of company purposes, such as planning, reviewing
company performance, improving operations, and com-
paring company performance with competitors’ or with
“best practices” benchmarks.

A major consideration in performance improvement
involves the creation and use of performance measures
or indicators. Performance measures or indicators are -
measurable characteristics of products, services, processes,
and operations the company uses to track and improve
performance. The measures or indicators should be
selected to best represent the factors that lead to improved
customer, operational, and financial performance. A compre-
hensive set of measures or indicators tied to customer
and/or company performance requirements represents

a clear basis for aligning all activities with the company’s
goals. Through the analysis of data from the tracking
processes, the measures or indicators themselves may

be evaluated and changed to better support such goals.

Partnership Development
Companies need to build internal and external partner-
ships to better accomplish their overall goals.

Internal partnerships might include labor-management
cooperation, such as agreements with unions. Agreements
might entail employee development, cross-training, or
new work organizations, such as high performance work
teams. Internal partnerships might also involve creating
network relationships among company units to improve
flexibility, responsiveness, and knowledge sharing.

External partnerships might be with customers, suppliers,
and education organizations for a variety of purposes,
including education and training. An increasingly important
kind of external partnership is the strategic partnership or
alliance. Such partnerships might offer a company entry
into new markets or a basis for new products or services.
A partnership might also permit the blending of a com-
pany’s core competencies or leadership capabilities with
complementary strengths and capabilities of partners,
thereby enhancing overall capability, including speed

and flexibility. Internal and external partnerships should
develop longer-term objectives, thereby creating a basis
for mutual investments. Partners should address the

key requirements for success, means of regular commu-
nication, approaches to evaluating progress, and means
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for adapting to changing conditions. In some
cases, joint education and training could offer a
cost-effective means to help ensure success.

Company Responsibility and Citizenship

A company'’s leadership needs to stress its responsibilities
to the public and practice good citizenship. This responsi-
bility refers to basic expectations of the company — business
ethics and protection of public health, safety, and the
environment. Health, safety, and the environment include
the company’s operations as well as the life cycles of its
products and services. Companies need to emphasize
resource conservation and waste reduction at their source.
Company planning should anticipate adverse impacts from
facilities, production, distribution, transportation, use, and
disposal of products. Plans should seek to prevent problems,
to provide a forthright company response if problems occur,
and to make available information and support needed to
maintain public awareness, safety, and confidence.
Companies should not only meet all local, state, and
federal laws.and regulatory requirements. They should treat
these and related requirements as areas for continuous

“improvement “beyond mere compliance.” This requires use

of appropriate measures in managing performance.

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

Results Focus

A company’s performance measurements need to focus on
key results. Results should be guided by and balanced by
the interests of all stakeholders — customers, employees,
stockholders, suppliers and partners, the public, and the
community. To meet the sometimes conflicting and chang-
ing aims that balance implies, company strategy needs to
explicitly include all stakeholder requirements. This will
help to ensure that actions and plans meet differing
stakeholder needs and avoid adverse impact on any
stakeholders. The use of a balanced composite of perfor-
mance measures offers an effective means to communi-
cate short- and longer-term priorities, to monitor actual
performance, and to marshal support for improving results.
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The core values and concepts are embodied in seven
Categories, as follows:

1 Leadership

Strategic Planning

Customer and Market Focus

Information and Analysis

Human Resource Development and Management
Process Management

Business Results

N s WN

The framework connecting and integrating the Categories
is given in the figure below.

" The framework has three basic elements, from top to bottom:

Strategy and Action Plans

Strategy and Action Plans are the set of company-level
requirements, derived from short- and long-term strategic
planning, that must be done well for the company’s stra-
tegy to succeed. Strategy and Action Plans guide overall
resource decisions and drive the alignment of measures
for all work units to ensure customer satisfaction and
market success.

System

The system is comprised of the six Baldrige Categories in
the center of the figure that define the organization, its
operations, and its results.

All company actions point toward Business Results —

a composite of customer, financial, and non-financial
performance results, including human resource develop-
ment and public responsibility.

Information and Analysis

Information and Analysis {Category 4} are critical {0 the
effective management of the company and to a fact-based
system for improving company performance and
competitiveness.

Award Criteria Organization

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

ltems

There are 20 Items, each focusing on a major require-
ment. ltem titles and point values are given on page 2.
The ltem format is shown on page 36.

Areas to Address

Items consist of one or more Areas to Address (Areas).
Information is submitted by applicants in response to the
specific requirements of these Areas.

BALDRIGE AWARD CRITERIA FRAMEWORK
A Systems Perspective

: Customer and Market Focused
Strategy and Action Plans

2

Strateglc
Planning

1
Leadership

—a

3
Customer
and Market
Focus

5
Human Resource
Development
and Management

7
Business
Results

Process
Management

4
information and Analysis
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1. The Criteria focus on business results.
The Criteria focus on the key areas of business
performance, given below,

Business results are a composite of:
(1) customer satisfaction/retention:
(2) financial and marketplace performance;
(3) product and service performance;

(4) productivity, operational effectiveness, and
responsiveness;

(5) human resource performance/development:
(6) supplier performance/development; and
(7) public responsibility/good citizenship.

These results areas cover overall company performance
including financial performance. The results areas also
recognize the importance of suppliers and of commu-
nity and national well-being.

14

The use of a composite of indicators helps to ensure
that strategies are balanced — that they do not
inappropriately trade off among important stakeholders
or objectives or between short- and long-term goals.

. The Critetia are nonprescriptive and adaptable.
The Criteria are made up of results-oriented require-
ments. However, the Criteria allow wide latitude in how
requirements are met. Accordingly, the Criteria do not
prescribe:

m specific tools, techniques, technologies, systems,
measures, or starting points;

® that companies should or should not have depart-
ments for quality, planning, or other functions;

® how the company itself should be organized; or

= that different units in companies should be managed
in the same way.

These factors are important and are very likely to
_change as needs and strategies evolve. Hence, the
“ Criteria do emphasize that these and other factors be
regularly evaluated as part of the company’s perfor-
mance reviews,

The Criteria are nonprescriptive because:

(1) The focus is on results, not on procedures, tools,
or organizations, Companies are encouraged to
develop and demonstrate creative, adaptive, and
flexible approaches for meeting basic requirements.
Nonprescriptive requirements are intended to foster
incremental and major (“oreakthrough”) improvement
as well as basic change.

(2) Selection of tools, techniques, systems, and organiza-
tions usually depends upon many factors such as
business size, business type, the company’s stage
of development, and employee capabilities and
responsibilities.
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{3) Focus on common requirements within a ,’
company, rather than on common procedures,
fosters better understanding, communication,
sharing, and alignment, while supporting creativity
and diversity in approaches.

3. The Criteria support a systems approach to

companywide goal alignment.

The systems approach to goal alignment is embedded
in the integrated structure of the Criteria and the resuits-
oriented, cause-effect linkages among the Criteria parts.

Alignment in the Criteria is built around connecting

and reinforcing measures, derived from the company'’s
strategy. These measures tie directly to. customer value
and to overall performance that relate to key internal
and external requirements of the company. The use of
measures thus channels different activities in consistent
directions without the need for detailed procedures or
centralization of decision making or process manage-

'ment. Measures thus serve both as a communications

tool and a basis for deploying consistent overall perfor-
mance requirements. Such alignment, then, ensures
consistency of purpose while at the same time support-
ing speed, innovation, and decentralized deciston making.

A systems approach to goal alignment, particularly when
strategy and goals change over time, requires dynamic
linkages among Criteria Categories and ltems that
together foster systems learning. In the Criteria, action-
oriented learning takes place via feedback between
processes and results via learning cycles.

The learning cycles have four, clearly defined stages:

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

(2) execution of plans;

(3) assessment of progress, taking into account internal
and external results; and

(4) revision of plans based upon assessment findings,
learning, new inputs, and new requirements.

- The Criteria permit goal-based diagnosis.

The Criteria and the Scoring Guidelines make up a
two-part diagnostic (assessment) system. The Criteria
are a set of 20 results-oriented requirements. The
Scoring Guidelines spell out the assessment dimen-
sions — Approach, Deployment, and Results — and
the key factors used to assess against each dimension.
An assessment thus provides a profile of strengths and
areas for improvement for the 20 basic requirements.
In this way, the assessment leads to actions that contri-
bute to the results composite described above. This
diagnostic assessment is a useful management tool
that goes beyond most performance reviews.
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Companies considering applying for the Award in 1997 will also need the booklet entitled
1997 Application Forms & Instructions, which provides greater detail on eligibility
requirements and restrictions. Ordering instructions are given on page 45.

Basic Eligibility Other Restrictions on Eligibility
Public Law 100-107 establishes the three eligibility Location: Applicants are no longer required to have more
categories of the Award: Manufacturing, Service, and than 50% of total employees or physical assets located in
Small Business. Any for-profit business headquartered in the U.S. or its territories. However, in the event of a site
the United States or its territories may apply for the Award, visit, the applicant must ensure that the appropriate people
including U.S. subunits of foreign companies. For example, and materials are available for examination in the U.S. to
publicly or privately owned, domestic or foreign owned document the operational practices associated with all

. companies, joint ventures, corporations, sole proprietor- major business functions of the applicant. In the event

- ships, and holding companies may apply. Not eligible are: that the applicant wins the Award, it must be able to share

local, state, and national government agencies; not-for- information on the seven Baldrige Categories at the Quest
profit organizations; trade associations; and professional for Excellence Conference and at its U.S. facilities.
societies. Minor eligibility restrictions and conditions
ensure fairness and consistency in definition. Multiple-Application Restrictions

1. A subunit and its parent company may not both apply for

Award Eligibility Categories Awards in the same year; and

Manufacturing

Companies or subunits of larger entities that produce 2. Only onesubunit of a company may-apply for an Award

and sell manufactured products or manufacturing in the same year in the same Award category.
rocesses, and producers of agricultural, mining, or e ..

(px)nstruction p,ozucts‘ J g Future Eligibility Restrictions

1. If a company receives an Award, the company and all its

Service subunits are ineligible for a period of five years.

Companies or subunits that sell services.

2. If a subunit receives an Award, it is ineligible to apply for

Small Business a period of five years.

Complete businesses with not more than 500 full-time

employees. Business activities may include manufacturing 3. If a subunit consisting of more than one-half of the total

and/or service. sales of a company receives an Award, neither that
company nor any of its other subunits is eligible to apply

Subunits for a period of five years.

A subunit means a subsidiary, business unit, division, or like o .

organization. In the Manufacturing and Service categories, Eligibility Determination

subunits of a company might be eligible. A subunit must To ensure that Award recipients meet all reasonable

have more than 500 full-time employees OR 25% of all requirements and expectations in representing the Award

parent company employees, or, if owned by a holding throughout the U.S., potential applicants must have their

company, have been independent prior to being acquired. eligibility approved prior to applying for the Award. Potential

applicants for the 1997-Award are encouraged to submit
their Eligibility Determination Forms as early as possible,
but not later than March 3, 1997. This form is contained in
the 1997 Application Forms & Instructions booklet.

Further, the subunit must be a discrete business which is
readily identifiable from other parts of the parent organi-
zation and largely self-sufficient, so that it can be examined
in all seven Categories. Thus, it cannot be primarily an
internal supplier to other units in the parent company;

a business support function for a larger organization
(sales, distribution, legal services, etc.); or an individual
unit or partial aggregation of units of “chain” organizations
(where each unit performs a similar function or manu-
factures a similar product).
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Note: The 1997 Criteria for Performance Excellence
and the 1997 Application Forms & Instructions are

two separate booklets.

Individual Orders
Individual copies of either booklet can be obtained free
of charge from:
Malcolm Baldrige Nationa! Quality Award
National Institute of Standards and Technology

Route 270 and Quince Orchard Road
Administration Building, Room A537
Gaithersburg, MD 20899-0001.
Telephone: (301) 975-2036 .

Fax: (301) 948-3716

E-mail: ogp@nist.gov

Bulk Orders

Multiple copies of the 1997 Criteria for Performance
Excellence booklet may be ordered in packets of 10 for
$29.95 plus shipping and handling from ASQC. Order
ltem number: T1036.

How to Order

ASQC offers three convenient ways to order:

m For fastest service, call toll free (800) 248-1946 USA and
Canada (in Mexico, please dial toll free 95-800-248-1946).

Have item numbers, your credit card or purchase order
number, and (if applicable) ASQC member number ready.

m Or fax your completed order form to ASQC at
(414) 272-1734.

m Or mail your order to: ASQC Customer Service
Department, P.O. Box 3066, Milwaukee, W1 53201-3066.

FEES FOR THE 1997 AWARD CYCLE

Payment

Your payment options include: Check, money order,
purchase order, VISA, MasterCard, or American Express.
Payment must be made in U.S. currency; checks and
money orders must be drawn on a U.S. financial institution.
All foreign orders must be prepaid. Please make checks
payable to ASQC.

Shipping Fees

The following shipping and processing schedule applies to
all orders:

Order Amount
0=%$34.99 - .
$35.00 — 99.99
Over $100.00

U.S. Charges Canadian Charges
$ 4.00 $ 9.00
6.25 11.25

12.50* 17.50

m Orders shipped within the continental U.S. and Canada
where UPS service is available will be shipped UPS.

m Please aliow-one to two weeks for delivery.

m There is a charge of 25% of the total order amount for
shipments outside the U.S./Canada. Please allow six to
eight weeks for delivery.

® Your credit card will not be charged until your items are
shipped. Shipping and processing are charged one
time, up front, for'the entire order.

* If actual shipping charges exceed $12.50, ASQC will
invoice the customer for additional expense.

Eligibility Determination Fees

The eligibility determination fee is $100 for all potential
applicants. This fee is nonrefundable.

Application Fees

®m Manufacturing Company Category—$4500
m Service Company Category—$4500

® Small Business Category—$1500

m Supplemental Sections—$1500

These fees cover all expenses associated with distribution
and review of applications and development of feedback
reports. Detailed information is given in the 1997 Application
Forms & Instructions booklet.
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Site Visit Review Fees

Site visit review fees will be set when the visits are
scheduled. Fees depend upon the number of Examiners
assigned and the duration of the visit. Site visit review
fees for applicants in the Small Business category will be
charged at one-half of the rate charged for companies in
the Manufacturing and Service categories.

Site visit fees cover all expenses and travel costs asso-
ciated with site visit participation and development of site
visit reports. These fees are paid only by those applicants
reaching the site visit stage.

Eligibility Determination Forms due — March 3, 1997
Award Applications due — April 1, 1997
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The Malcolm Baldrige National
QRuality Award was created by Public
Law 100-107, signed into law on
August 20, 1987. The Award
Program, responsive to the purposes
of Public Law 100-107, led to the
creation of a new public-private
partnership. Principal support for the
program comes from the Foundation
for the Malcolm Baldrige National
Quality Award, established in 1988.

The Award is named for Malcolm
Baldrige, who served as Secretary of
Commerce from 1981 until his tragic
death in a rodeo accident in 1987.

His managerial excellence contributed
to long-term improvement in efficiency
and effectiveness of government.
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The Findings and Purposes Section of Public Law 100-107 states that:

113 1.

the leadership of the United States in product and process quality has been
challenged strongly (and sometimes successfully) by foreign competition, and

our Nation's productivity growth has improved less than our competitors' over
the last two decades.

- American business and industry are beginning to understand that poor quality

costs companies as much as 20 percent of sales revenues nationally and that
improved quality of goods and services goes hand in hand with improved
productivity, lower costs, and increased profitability.

. strategic planning for quality and quality improvement programs, through a

commitment to excellence in manufacturing and services, are becoming more
and more essential to the well-being of our Nation’s economy and our ability to
compete effectively in the global marketplace.

. improved management understanding of the factory floor, worker involvement

in quality, and greater emphasis on statistical process control can lead to
dramatic improvements in the cost and quality of manufactured products.

. the concept of quality improvement is directly applicable to small companies as

well as large, to service industries as well as manufacturing, and to the public
sector as well as private enterprise.

. in order to be successful, quality improvement programs must be management-

led and customer-oriented, and this may require fundamental changes in the
way companies and agencies do business.

. several major industrial nations have successfully coupled rigorous private-sector

quality audits with national awards giving special recognition to those
enterprises the audits identify as the very best; and

- a national quality award program of this kind in the United States would help

improve quality and productivity by:

A. helping to stimulate American companies to improve quality and
productivity for the pride of recognition while obtaining a competitive edge
through increased profits;

B. recognizing the achievements of those companies that improve the quality
of their goods and services and providing an example to others;

C. establishing guidelines and criteria that can be used by business, industrial,
governmental, and other organizations in evaluating their own quality
improvement efforts; and

D. providing specific guidance for other American organizations that wish to
learn how to manage for high quality by making available detailed
information on how winning organizations were able to change their
cultures and achieve eminence. ¥
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Each year, the Award Program develops materials for use
in training members of the Board of Examiners, and for
sharing information on the successful quality strategies of
the Award winners. The listed materials and information
may be obtained from ASQC. To order a Case Study
Packet (Southwest Systems Solutions, Ridgecrest Schoo!
District, or Pinnacle Health Plan), bulk orders of the 1997
Criteria booklet, or the Award Winners Videos, contact:

ASQC
Customer Service Department
P.O. Box 3066
Milwaukee, Wi 53201-3066

- Telephone: (800) 248-1946
Fax: (414) 272-1734

Case Studies

The case studies are used to prepare Examiners for the
interpretation of the Award Criteria and the Scoring System.
The case studies, when used with the Award Criteria,
ilustrate the Award application and review process. The
case study packet is illustrative of an application for the
Baldrige Award and is useful in understanding the benefits
of the Baldrige process, as well as for self-assessment,
planning, training, and other uses.

1996 Business Case Study Packet: Southwest
Systems Solutions

Item Number T1024: $49.95 plus shipping and handiing

Education Case Study Packet: Ridgecrest School
District (Based on the 1995 Education Pilot Criteria)

item Number T1023: $49.95 plus shipping and handling
(Available early 1997)

Health Care Case Study Packet: Pinnacle Health Plan
(Based on the 1995 Health Care Pilot Criteria)

ltem Number T1029: $49.95 plus shlppmg and handling
. {Available early 1997) .

Award Winners Videos

The Award winners videos are a valuable resource for
gaining a better understanding of performance excellence
and quality achievement. The videos provide background
information on the Award Program, highlights from the
annual Award ceremony, and interviews with represen-
tatives from the winning companies.

1996 — item Number T1033  $20.00
(Available, Feb. 1997)
1995 — ltem Number T1030: 20.00
1994 - Item Number TA922: 20.00
1993 - Item Number TA515: 20.00
1992 — item Number TA512; 20.00
1991 — Item Number TA996: 15.00
1990 — Item Number T992: 15.00
1989 — Item Number T502: 10.00
1988 — ltem Number T993: 10.00

QUEST FOR EXCELLENCE IX CONFERENCE

Each year, Quest for Excellence, the official conference
of the Malcolm Baldrige National Quality Award, provides
a worldwide forum to hear and question Baldrige Award
recipients. Quest for Excellence IX will showcase the
1996 winners.

For the last eight years, business executives have come
to this conference to learn about the Award-winning
companies’ journeys to business excellence and how to
adapt and implement exceptional management practices
in their own organizations. Presentations will be made by
the CEOs and others in the winning companies who are
transforming their organizations.
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The two and one-half day Quest for Excellence 1X
Conference will provide ample opportunities to explore
the Award Criteria in depth and to network with
executive-level people from around the country.

The Conference dates are February 10-12, 1997. The

Conference will be held at the Washington Hilton and
Towers, in Washington, D.C. For further information,
contact the Malcolm Baldrige National Quality Award,
Administration Building, Room A537, Gaithersburg, MD
20899; telephone (301) 975-2036 or fax (301) 948-3716.

Requests for registration information should be directed to
ASQC; telephone (800) 248-1946 or fax (414) 272-1734.
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United States Department of Commerce
Technology Administration

National Institute of Standards and Technology
Route 270 and Quince Orchard Road
Administration Building, Room A537
Gaithersburg, MD 20899.0001

The National Institute of Standards and Technology (NIST) is a
non-regulatory federal agency within the Commerce Department’s
- - Technology Administration. NIST’s primary mission is to promote
economic growth by working with industry to develop and apply
technology, measurements, and standards. NIST manages the
Malcolm Baldrige National Quality Award Program.

Call NIST for:

* inquiries on the Award Program, Criteria, and eligibility

* information on the content of Baldrige Program documents

* individual copies of the Criteria (no cost)

* the Application Forms & Instructions (no cost)

¢ Examiner applications (no cost)

Telephone: (301) 975-2036; Fax: (301) 948-3716; E-mail: 0qp@nist.gov
Web Address: http://www.quality.nist.gov/

ASQC

611 East Wisconsin Avenue
P.O. Box 3005

Milwaukee, W1 53201-3005

ASQC is a society of individual and organizational members dedicated
to the ongoing development, advancement, and promotion of quality
concepts, principles, and techniques. ASQC administers the Award
Program under contract to NIST.

Call ASQC to place orders for:

* bulk copies of the Criteria

® case studies

* Baldrige materials on diskette

* Award winners videos

Telephone: (800) 248-1946; Fax: (414) 272-1734; E-mail: asqc@asqc.org

T1036

@ printed on recycled paper
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In your response, address the following Areas:
a. Accessibility and Complaint Management

business, and to voice complaints. Include:

contact performance; and

b. Customer Satisfaction Determination

receive prompt and actionable feedback;

competitors.

Notes:

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

Describe how the company determines and enhances the satisfaction of its customers to strengthen
relationships, to improve current offerings, and to support customer- and market-related planning.

How the company provides access and information to enable customers to seek assistance, to conduct

(1) how the company determines customer contact requirements, deploys the requirements to all
employees who are involved in meeting the requirements, and evaluates and improves customer

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

How the company determines customer satisfaction. Include:
(1) how the company follows up with customers on products, services, and recent transactions to

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

(3) how the company obtains objective and reliable information on customer satisfaction relative to its

N2. The company’s products and services might be sold
to end users via other businesses such as retail stores
or dealers. Thus, “customer groups or segments” should
take into account these other businesses as well as the
end users.

N83. Information on trends and levels in measures and/or
indicators of complaint handling effectiveness such as
complaint response time, effective resolution, and
percent of complaints resolved on first contact should
be reported in Item 7.5.





ATTACHMENT D

PARTNERING CONCEPT

PARTNERING - WHAT IS IT?
Norman C. Anderson

There are two parts to every contract.  The first part, the written contract, establishes the legal requirements of each party.  The second part, the working relationship, describes how the parties communicate with each other, how they resolve disputes and how they execute the contract to fulfill the needs of each party.

Traditionally we have applied most of our effort to the written contract.  This effort is applied to the preparation or the study of the contract.  However, little effort is applied to preparing for the working relationship.  We have taken our chances and hoped for the best.  We allowed the written contract and the law to resolve any relationship difficulties.

Partnering puts a new emphasis on the working relationship.  Through Partnering we seek to improve our efficiency in achieving the goals described in the written contract by increasing the effectiveness of our working relationships.

Partnering is a difficult concept to define.  However, it should not be construed as a legal partnership with the associated joint liabilities.  Instead, Partnering refers to a broad spectrum of activities and informal working agreements that enhance and maintain cooperative relationships.

The Partnering Task Force of the Construction Industry Institute (CII)1 offers the following definition for Partnering:

“Partnering is a long-term commitment between two or more organizations for the purpose of achieving specific business objectives by maximizing the effectiveness of each participant’s resources.  This requires changing traditional relationships to a shared culture without regard to organizational boundaries.  The relationship is based upon trust, dedication to common goals, and an understanding of each other’s individual expectations and values.  Expected benefits include improved efficiency and cost effectiveness, increased opportunity for innovation, and the continuous improvement of quality products and services.”

1.
“In search of Excellence.”  Special Publication 17-1, Partnering Task Force, Construction Industry Institute, July 1991.

Partnering in public works contracting involves a commitment by the top management of the agency to an attitude of cooperation with the contracting industry.  It is a commitment by the public agency to treat contractors fairly as opposed to the traditional culture of placing all risk and liability on the contractor.  It is also a commitment by the contractor to a relationship of fairness and openness with the contracting agency.  It requires acceptance of one’s own mistakes and refraining from exploitation of the others mistakes.

Partnering is a relationship between organizations where: 

*
All parties seek win-win solutions to problems rather than solutions that favor one side.  More important, however, is that the parties seek win-win processes for working together over the lifetime of the relationship even when the resolution of a single problem may not appear to be win-win.

*

Value is place on the relationship.  The parties recognize the interdependence of those involved in the relationship.  The long term success of each party is dependent on the continued success of the group.  The increased effectiveness of one party will allow the improved effectiveness of the group and the individuals comprising the group.

*

Trust and openness are a normal part of the relationship.  The sharing of ideas and problems without fear of reprisal or exploitation promotes the fair and rapid resolution of problems and the improvement of operational efficiency.

*

An environment for cost savings and profitability exists.  A reduction in cost or increased profitability by the other party is recognized as healthy for the relationship.

*

All understand that no one benefits from the exploitation of the other party.  The short term gains from taking advantage of the other party is more than lost when the benefits of a healthy long-term relationship are considered.

*

Innovation is encouraged.  Both parties gain from innovation as the cost of effectiveness of the relationship improves.  The parties must move away from “It is not my idea, therefore it is no good” to “We all gain from improved efficiency and innovation”.

*

Each party is aware of the needs and concerns of the other parties.  A party does not take any action without considering who is affected and how they are affected.  Any action that may have detrimental affect on another party is reconsidered and discussed with then before proceeding.  Value is placed on assisting the other party achieve their objectives.

*

Each individual adds value to the group.  Individuals are recognized to have unique values that contribute to the relationship.  Individuals are encouraged to contribute to any part of the relationship even though it may be outside their traditional role.

*

Overall performance is improved.  Each party is concerned with the performance of the entire group.  Gains for one party are not at the cost of the overall performance of the team.

Partnering is not:

*

A quick fix to traditional adversarial relationships.  Changes in attitude and culture take years.  Partnering should be a long term program for change from a “concern of only oneself” to a “concern for all parties” involved in the relationship.

*

A guarantee of profit.  Projects that are bid improperly or where organizational inefficiency hamper effectiveness, will still produce losses.  Risks that are assigned to one party by the contract, remain with that party.  Increased profits result from the long term effectiveness of the group.

*

A substitute for good plans, processes or well trained employees.  Effectiveness will still be relative to the quality of the tools brought to the partnership.

*

An unethical way of doing business.  All activities are conducted within the terms of the written contract and within the law.  The relationship is conducted to the highest professional standards and with total integrity.  Personal favors or gratuities are absolutely prohibited.

*

A substitute for the terms of the written contract.  Partnering is an informal agreement describing the relationship of the parties.  The obligations of the written contract are still binding on each of the parties.

*

A project level workshop only.  Partnering involves the commitment of the entire group.  Partnering starts with the CEO and is the primary responsibility of management.  Partnering will not survive in one unit of a company if partnering isn’t ingrained by company philosophy.

Partnering on public works projects differs from partnering in the private sector.  In the private sector, partners select each other for the Partnering relationship.  The parties evaluate the strengths and liabilities that each bring to the relationship before agreeing to the relationship.  They can be assured that the companies share mutual interests and goals.  They are free to fully negotiate the written contract and the relationship.  This type of partnering relationship  has a high potential for success.

However, public works contracts are usually fixed costs contracts awarded to the lowest bidder.  Neither the owner or the contractor have much opportunity to evaluate the compatibility of contracting parties before entering into the contract.  There is little opportunity to negotiate the contract.  Therefore, partnering on public works contracts may not be true partnering when compared to partnering in the private sector.  Achieving success may be more difficult.

However, public works contracting may be where partnering will have its greatest application.  Public works contracts are traditionally bound by processes that assure the prudent expenditure of public funds, often at the cost of efficiency and innovation.  Regulations and rules promulgated by legislative and regulatory action to assure accountability of the public agency has set a tone for adversarial relationships between the contracting agency and the contractor.  The public agency is interested in strict adherence to the contract.  Changes to the contract are often perceived as opportunities for the contractor to exploit the public.  The contractor often perceives the public agency as inefficient bureaucrats interested only in preserving their job and making sure the contractor doesn’t make a profit at public expense.

Public agencies must maintain accountability and must have procedures that assure proper expenditures of public funds.  However, Partnering recognizes the needs of all parties in the relationship.  The contractor’s recognition of the needs of the public agency will reduce the frictional costs of providing for that accountability.  The partnership will allow the agency and the contractor to jointly develop more efficient accountability processes.

The contractor’s opportunity for profit will increase with the public agency’s recognition of the contractor’s need to be efficient, competitive and earn a fair profit.  The public agency’s recognition of these needs will move the public agency to change processes to allow the contractor to operate more efficiently and competitively.  This will increase the contractor’s opportunity to profit while reducing the cost to the public agency.

Public works contracts are traditionally written to shift all risk and liability to the contractor.  This unfairness breeds conflict and stifles innovation.  Partnering will encourage public agencies to write fair contracts that provide opportunity for profit through a more equitable sharing of risk and rewarding the contractors for innovation.

The real benefits of partnering on public works contracts will come when the public contracting agencies, the design industry, the contracting industry and the regulatory agencies learn to collaborate, not just cooperate.  Collaboration involves recognizing the needs and objectives of all involved.  However, that collaboration must be accomplished in a professional manner, accountable to the public and with the public interest as the point of focus.

The change achieved through partnering will go through several phases before it reaches the ultimate goal of collaboration.  These phases of change will be:



Adversarial Attitude



Cooperative Attitude




Recognition of Needs





Cooperation






Collaboration
Today’s partnering efforts by public agencies are moving the industry from a culture of adversarial relationships to a culture of cooperation.  However, true partnering, the collaboration of public agencies, designers, contractors and regulatory agencies can only come when the legislative bodies and the public develop trust in the public agencies and their contractors.  This may come to pass if current partnering efforts improve the credibility of the public agencies and their contractors.

The goal of collaboration may be years in the future and will require massive cultural changes in the public works contracting industry.  However, the partnering activities by public agencies today are starting to explore that territory.  The successes and failures of these explorations will guide the cultural change that will truly benefit our industry and the public.

The new levels of trust and respect between public agencies and their contractors are improving efficiency and job satisfaction.  The change is refreshing!

“In Search of Excellence.”  Special Publication 17-1, Partnering Task Force, Construction Industry Institute, July 1991.  CII was founded in 1983 to improve the cost effectiveness of the nation’s largest industry.  The members, who represent a broad cross-section of owners and contractors, believe that many of the problems that limit cost effectiveness are common ones, and that real improvements can be best accomplished in a cooperative environment with the benefits being shared by the construction industry at large.

“Partnering:  A Concept For Success.”  Associated General Contractors of America, September 1991.

PARTNERING SUCCESSES

IN

ARIZONA’S TRANSPORTATION

INDUSTRY

By

Ronald C. Williams (1)


In early 1991, members of the Arizona Department of Transportation managerial became aware of the concept of Partnering which was being used very successfully by the Corps of Engineers.  In July of 1991, Col. Charles E. Cowan, the “national champion” of Partnering, was appointed Director of A.D.O.T., and it was decided to adapt Partnering to all of our transportation projects.  Partnering was implemented for several reasons:

*
Need to improve contractor relationships.



Approximately 70% of the revenue of the Department is spent on some type of contract; Construction, Maintenance, Professional Services, or Supplies.  Partnering provides a means to achieve the maximum benefit for expenditures.

*
Method to reduce claims.



In Arizona the value of 60 filed claims was over $23 million.  This value represented a 70% increase over the previous four years.  Not reflected in the dollar amounts is the significant resource commitment required by the parties in the preparation and defense necessary to resolve claims or resulting litigation.

*
Need to reduce time growth.



For projects completed in fiscal 1991, 27% were not completed on time.  The average delay was 6 to 8 weeks.  Projects that go beyond the original completion date are costly for the contractor and the agency and the public is denied their use as a facility that improves the ability to move about the state or community.

*
Need to reduce cost growth.



National statistics show cost growth of highway construction projects to be in the range of 6 to 8 per cent.  Arizona’s growth has been approximately 4.7%.  Partnering provides a process to reduce this through more efficient project administration.

*
Need to obtain fair specification interpretations.



The number of specifications has consistently grown during recent years.  Specifications have increasingly become the subject of close scrutiny and interpretation.  Partnering provides a means to consider the intent of the specifications.

(1) Ronald C. Williams is the Partnering Manager for the Arizona Department of Transportation

	Agency
	Contractor

	State Construction Engineer
	CEO or President

	
	

	District Engineer
	Regional Mgr. or Vice Pres.

	
	

	                                                   Project Level

	Area Engineer
	Project Manager

	Resident Engineer
	Project Superintendent

	Inspectors
	Foreman


The rules of Issue Resolution are:


*
Resolution is to be at lowest level.


*
Unresolved problems are to be escalated up by both parties in a timely manner.


*
No “leapfrogging” up the authority ladder.


*
Ignoring the problem or “no decision” is not acceptable.


*
No individual is expected to make a decision they are uncomfortable with, escalate 

it upward.

ARIZONA’S RESULTS TO DATE WITH PARTNERING




(See Attached Monthly Reports)

In addition to monetary evaluations of the Partnering Process on each project, we have been evaluating several subjective characteristics of the project team against the results of the industry survey conducted in 1991.  The characteristics evaluated are:


*
Overall Effectiveness of Decision Making


*
Timeliness of Decisions


*
Capabilities of ADOT Project Team


*
Project Relations


*
Problem Solving


*
Overall Effectiveness of ADOT



(Copies of the Evaluations representing 3 major projects are attached)

THERE ARE NO CLAIMS ON THE FIFTEEN COMPLETED PROJECTS!!!

On the fifty projects currently underway, there are two major issue currently being resolved by management, and it is expected an acceptable agreement will be reached prior to project completion.

VALUE ENGINEERING

On 7 Completed Projects, A.D.O.T. has saved $303,126 through Value Engineering:

Contractors have saved a like amount.

	PROJECTS UNDERWAY



	Number of Projects                                                   53



	Bid Amount                                                       $210,977,832



	Average Time Saved                                              10.66%



	CE Savings                                                            $3,249,177



	% of Planned CE Costs                                          17.26%



	ADOT VE Savings                                                 $353,013



	TOTAL SAVINGS                                              $3,602,190


	GRAND TOTAL OF ALL PROJECTS



	Number of Projects                                                        60



	Bid Amount                                                        $234,584,484



	Average Time Saved                                                  12.33%



	CE Savings                                                           $3,913,964



	% of Planned CE Costs                                            18.49%



	ADOT VE Savings                                                $656,139



	TOTAL SAVINGS                                             $4,570,103


TIMELINESS OF DECISIONS



END OF USER’S GUIDE

�EMBED Excel.Sheet.8���








UG-26

March 1997
UG-i
March 1997

[image: image65.wmf] CENTER OPERATIONS SUPPORT SERVICES FUNCTIONAL DIAGRAM

 CTR. OPERATIONS

SUPPORT SERVICES

       FUNCTIONS 

CONTRACT 

CONTRACTING 

       PLANT 

ADMINISTRATION

 OFFICER

  ENGINEERING

CONTRACTOR 

MANAGEMENT

NOTE:  ALL SHADED PORTIONS ARE FIRM FIXED PRICE.

 RESPONSIBILITY

WORK

MAINTAIN

CUSTOMER

ANNUAL WORK 

CONTROL (C.8.a.)

CMMS (C.8.b.)

LIAISON (C.8.c.)

 PLAN (C.8.d.)

BUILDINGS &

MARINE 

GROUNDS

HVAC

HEAT PLANT

WASTEWATER

STRUCTURES

ELEVATORS

STRUCTURES

MAINTENANCE

     SYSTEMS (C.15)

& DISTRIBUTION

SYSTEM (C.24)

(C.14)

(C.19)

C.21)

(C.25)

*

SYSTEM (C.17)

*

*

FIRE 

ROADS, SURFACED

BUILT-IN

REFUSE

       ELECTRICAL 

          WATER 

PROTECTION

AREAS & SIGNAGE

CRANES

REMOVAL

CUSTODIAL

     DISTRIBUTION

     SYSTEM (C.23)

(C.18)

(C.20)

(C.22)

(C.26)

(C.27)

SYSTEM (C.16)

*

*

*

FIRM FIXED PRICE ALSO INCLUDES 

 OPERATIONS OF THESE SYSTEMS.

RECURRING

TROUBLE

ROUTINE & STABLIZED 

NON-RECURRING

M&R

CALLS

 

 

(IQ) WORK

!************************************!

(C.12)

UPTO $2,000 (C.11)

EMERGENCY TROUBLE 

<$200,000 (1)   (C.13)

NOTE TO SPECIFICATION WRITER: ENTER 

CALLS EXCEEDING $2,000. 

DOLLAR VALUE IN NOTE BELOW.

(1) EXCEPT EMERGENCY REPAIRS 

!***********************************!

     WHICH  HAVE NO LIMIT.

NOTE:

PREVENTIVE

EMERGENCY

REPAIRS AND

ALL NON-RECURRING WORK IS INDEFINITE 

MAINTENANCE

(C.11.c.)

TROUBLE CALLS

PLANNED

QUANTITY - CONTRACTING OFFICER

(C.12.a.)

EXCEEDING $2,000

REPAIR

MAY ELECT TO COMPETIVELY BID

WORK OVER !ENTER! (SUCH AS $25,000).

PREDICTIVE

ROUTINE

CONSTRUCTION &

TESTING &

(C.11.d.)

SERVICE REQUEST

REPLACEMENT 

INSPECTION (C.12.b.)

<$200,000

OF OBSOLETE

ITEMS

OTHER 

SCHEDULED

PROGRAMMED

M&R (C.12.c.)

MAINTENANCE

Exhibit A

COSS M&R Functional Diagram

_920382732.xls
Sheet: Sheet17

Sheet: Sheet1

Sheet: Sheet2

Sheet: Sheet3

Sheet: Sheet4

Sheet: Sheet5

Sheet: Sheet6

Sheet: Sheet7

Sheet: Sheet8

Sheet: Sheet9

Sheet: Sheet10

Sheet: Sheet11

Sheet: Sheet12

Sheet: Sheet13

Sheet: Sheet14

Sheet: Sheet15

Sheet: Sheet16

Contractor

ADOT OPS

Design

C & L

Tangerine

Accum

Contractor

Contractor

Contractor

ADOT OPS

ADOT OPS

ADOT OPS

Design

Design

Design

1.68

3.3

3.27

2.96

4.0

3.93

2.27

4.0

3.67


_994065461.xls
Sheet1

		

				CENTER OPERATIONS SUPPORT SERVICES FUNCTIONAL DIAGRAM

																																																																				CTR. OPERATIONS

																																																																				SUPPORT SERVICES

																																																																				FUNCTIONS

																																																		CONTRACT																		CONTRACTING																		PLANT

																																																		ADMINISTRATION																		OFFICER																		ENGINEERING

																																																																				CONTRACTOR

																																																																				MANAGEMENT																		NOTE:  ALL SHADED PORTIONS ARE FIRM FIXED PRICE.

																																																																				RESPONSIBILITY

																																										WORK																MAINTAIN																				CUSTOMER																ANNUAL WORK

																																										CONTROL (C.8.a.)																CMMS (C.8.b.)																				LIAISON (C.8.c.)																PLAN (C.8.d.)

																BUILDINGS &																																MARINE																GROUNDS																																		HVAC																HEAT PLANT																WASTEWATER

																STRUCTURES																ELEVATORS																STRUCTURES																MAINTENANCE																																		SYSTEMS (C.15)																& DISTRIBUTION																SYSTEM (C.24)

																(C.14)																(C.19)																C.21)																(C.25)																																												*						SYSTEM (C.17)										*																*

								FIRE																ROADS, SURFACED																BUILT-IN																REFUSE																																																		ELECTRICAL																WATER

								PROTECTION																AREAS & SIGNAGE																CRANES																REMOVAL																CUSTODIAL																																		DISTRIBUTION																SYSTEM (C.23)

								(C.18)																(C.20)																(C.22)																(C.26)																(C.27)																																		SYSTEM (C.16)										*																*

																																																																																																										*		FIRM FIXED PRICE ALSO INCLUDES

																																																																																																												OPERATIONS OF THESE SYSTEMS.

																								RECURRING																TROUBLE																ROUTINE & STABLIZED																				NON-RECURRING

																								M&R																CALLS																																				(IQ) WORK																																!************************************!

																								(C.12)																UPTO $2,000 (C.11)																EMERGENCY TROUBLE																				<$200,000 (1)   (C.13)																																NOTE TO SPECIFICATION WRITER: ENTER

																																																								CALLS EXCEEDING $2,000.																																																				DOLLAR VALUE IN NOTE BELOW.

																																																																																				(1) EXCEPT EMERGENCY REPAIRS																								!***********************************!

																																																																																				WHICH  HAVE NO LIMIT.																						NOTE:

														PREVENTIVE																																				EMERGENCY																REPAIRS AND																																										ALL NON-RECURRING WORK IS INDEFINITE

														MAINTENANCE																																				(C.11.c.)																TROUBLE CALLS																				PLANNED																						QUANTITY - CONTRACTING OFFICER

														(C.12.a.)																																																				EXCEEDING $2,000																				REPAIR																						MAY ELECT TO COMPETIVELY BID

																																																																																																												WORK OVER !ENTER! (SUCH AS $25,000).

						PREDICTIVE																																												ROUTINE																CONSTRUCTION &

						TESTING &																																												(C.11.d.)																SERVICE REQUEST																														REPLACEMENT

						INSPECTION (C.12.b.)																																																												<$200,000																														OF OBSOLETE

																																																																																																ITEMS

														OTHER

														SCHEDULED																																																																																		PROGRAMMED

														M&R (C.12.c.)																																																																																		MAINTENANCE

																																																										Exhibit A

																																																				COSS M&R Functional Diagram





Sheet2

		





Sheet3

		






