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Benchmarking is a continuous learning process. Competitive

conditions change. It pays to know what other people are doing for not

to lag behind. We need to learn from the best in order to catch up and
outperform our competitors, and continue to maintain our

competitive advantage.

Companies in the developed countries have demonstrated that
benchmarking is an effective way to improve performance. Some local
leading organisations have used benchmarking for years and

achieved results. For the Hong Kong economy as a whole,

benchmarking is not widely practised.

Still the benefits of benchmarking have attracted the attention of the
Government and some industrial supporting organisations. The Hong
Kong Productivity Council, with the support of the Industrial Support
Fund of the Hong Kong SAR Government, is developing two
benchmarking models, one for the electrical appliances industry,

and the other for the toys industry. Each model includes a set of
performance indicators. Companies can use it as a standard for
performance benchmarking with their counterparts in the industry.

The results may lead to improvement plans.

The Industrial Support Fund has also supported the City University of
Hong Kong in publishing this benchmarking booklet, which gives a

precise introduction to the concept and objectives of benchmarking and

provides a step-by-step guide to its implementation. Readers will find
that benchmarking as a structured improvement tool is well founded

and practical.

| believe the booklet will help transfer the knowledge and encourage
the understanding and use of benchmarking. The authors emphasize
benchmarking as a means to improve and excel. | think this is a

common goal of all organizations in Hong Kong.

Roy Chung
President

Hong Kong Electrical Appliances Manufacturers Association
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Quality Transformation Series

Global manufacturing competitiveness has been complicated with the
accelerating pressures of industrial transformation, dynamic trading
conditions, ever-changing market demands and uplifting quality
requirements. These pressures have sharpened the industry’s focus on
developing viable strategies and tactics in gaining and retaining their
competitiveness. Hong Kong is now undergoing a critical transformation
from low-cost assembly to high-value-added manufacturing. For a
successful transformation, Hong Kong manufacturers must provide better
quality products faster and cheaper than those of their competitors.
Adoption of effective quality strategies and practices is one of the crucial

factors for success.

This Quality Transformation Series® is supported by the HKSAR
Government Industrial Support Fund to develop promotional and
educational materials, such as booklets, video and other multi-media in
quality topics. It aims to make the company executives more aware of
their crucial role in leading successful quality transformation in their
companies; to introduce modern quality improvement tools and
methodologies to Hong Kong manufacturers, and to provide examples

of best quality management practices in the Hong Kong environment.

With the launch of this series, we hope to encourage and facilitate Hong

Kong manufacturers in making the quality transformation.

Dr. K S Chin
Series Editor

| Booklet on Benchmarking
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Management fads come and go. Benchmarking remains firmly in strength. It applies
this good old wisdom: learn from those who have done better than you. Apart from
closing the performance gaps, it opens your mind and creates a learning culture in
your organisation that produces lasting benefits.

This book is intended to be a reference for organisations that are starting their
benchmarking effort or looking for a more systematic approach to benchmarking. A
step-by-step guide is provided. It is not a prescription for business success, but serves
as a reference framework for organisations to better plan and organise their
benchmarking activities so that results are more readily assured. Some success
factors, such as a learning organisation and a performance measurement system, are

emphasized throughout the text.

The case studies in this book show how organisations practice benchmarking in an
effective manner. Attention has been paid to some important points in the
benchmarking process that ensure success, such as identifying the key business
processes, establishing key measures, selecting the right type of benchmarking and
the right partners.

The subjects for study include mostly established companies who are more mature in
terms of benchmarking practices and are most ready to share experience. Interviews
with their management were conducted to collect and confirm information. We

greatly appreciate their assistance and contribution to the making of this book.

We are also indebted to Dr. Samuel Ho for his contribution through technical and

editorial review.

We hope that the following chapters will fulfil our objectives. We welcome com-

ments from the readers.

The authors
September 2000

| Booklet on Benchmarking
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In the 1970s Xerox lost out its market dominance to the Japanese and experienced
a sharp decrease in profit growth even though their productivity had been
increasing. To find out what was happening, Xerox compared Xerox US to Fuji
Xerox in Japan. They found that US production costs were about the same as the
selling price of Fuji Xerox's equipment. The cycle time of Xerox US was two times

as long and the quality twice as bad.

To strive for survival, Xerox built on this internal benchmarking activity and
developed competitive benchmarking as one of the major tools to restore
competitiveness. When Xerox won the Malcolm Baldrige Award, they attributed
their dramatic turnaround to the use of the benchmarking process. The award
criteria were later changed to include benchmarking. Since then the requirement

for benchmarking has been included in many other international quality awards.

A study pointed out that benchmarking influenced over 50% of the total points of
the Baldrige criteria. No other business concept has wielded such a broad range

influence in this widely adapted management model.

What is Benchmarking
Now many people accept benchmarking as a powerful tool for improving business
performance. The philosophy behind the concept is simple. It requires that we are

humble enough to learn from others what they are doing better than we are.

Benchmarking is the process of continuously identifying, understanding and
adapting outstanding practices of other organisations in order to help your own

organisation improve its performance.

People often mistake benchmarking for competitive analysis. The latter typically
compares performance measures but does not tell how performance is achieved.
Benchmarking goes far beyond this. Through benchmarking, an organisation also
looks into what causes the difference in performance. It then tries to understand
the best practices and enablers that lead to the higher performance and use this

knowledge for improvement action.

All told, benchmarking does not end with knowing the benchmark. An
organisation needs also to know how it is currently working, and to improve it,

adapt the identified best practices that are critical to its success.

| Booklet on Benchmarking
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Benefits of Benchmarking

An obvious benefit of learning from others is that you do not have
to reinvent the wheel. The act of looking at how other people are
doing will expose a person to new perspectives and induce
out-of-the-box thinking. Because of this, the results of benchmarking

are often associated with innovation and breakthrough improvement.

Benchmarking also helps an organisation to keep up with
competition. It allows an organisation to identify its performance gap
against benchmarks, to adapt best practices and close the gap.
Knowing one's inadequacy provides a sense of urgency for manage-
ment to improve.

A new benchmarker may want to start with internal benchmarking
or comparing with like performers. Then by continuously
benchmarking with higher performers, the organisation will be

able to approach world class.

Benchmarking provides an opportunity for management
development. The systematic and pervasive use of benchmarking
often encourages a culture that is characterised by curiosity, discovery
and constant learning. What people learn from benchmarking
projects is directly related to their work and, therefore, directly

beneficial to the organisation.

To obtain full benefit, an organisation may need to look into some
success factors for benchmarking. A survey conducted by the
International Benchmarking Clearinghouse of the American
Productivity and Quality Center showed that ""mature' benchmarkers
have reported a much higher payback from benchmarking projects.
"Maturity" is defined by a number of conditions:

. a general awareness of benchmarking concepts,

. support of benchmarking from senior management,

. documentation of one's own best practices,

. an environment that supports internal sharing of best practices,

ga b W N P

. an environment that supports sharing with external organisations.



One important factor here is a knowledge management system. So
that the best practices identified and adapted in a benchmarking
project can be transferred internally across divisions and functions to

achieve the highest leverage.

= | Booklet on Benchmarking



Quality Transformation Series

—
N

B S A LUZ AP EPPI RN SRAEAR o SPSR
MEEHR AT AREITENAT @ FAIF
HET¥ REEREURFHKE -

B 5 IR TEAR

Benchmarking may be conducted internally or externally. When
conducted externally, it can be competitive benchmarking (within the

industry) or process benchmarking (regardless of industry).
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Internal benchmarking
Internal benchmarking is conducted within an organisation. Different
branches or divisions compare similar operations to establish internal

performance benchmarks. The causes of differences in performance

are evaluated to identify best practices. These practices are then §

@

€
implemented across all areas. For example, Eastman Kodak's business G
units across the world benchmark against each other to produce %
""Kodak Class™ performers, which represent the best practices within E
the company. 13

You may eventually realise that only through external benchmarking
can stimuli for significant improvement be found, but internal
benchmarking is the best place for an organisation to begin its
benchmarking programme. Starting with an internal project, an
organisation has the opportunity to establish the system and learn the
process before taking a full external initiative. Because of the internal
nature, it is easier to gain management's and employees' acceptance

of change and eventually their buy-in to benchmarking practice.

It may be seen as a prelude to external benchmarking, but internal
benchmarking is significant in its own right. Some consider internal
benchmarking an important part of knowledge management.
Through internal benchmarking, an organisation spreads and lever-
ages the knowledge that is critical for it to compete. While internal
benchmarking helps prepare external initiatives, the learning from
external benchmarking projects should also be shared within the

organisation to achieve the highest payback.
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Competitive Benchmarking

An organisation conducts competitive benchmarking to compare
similar operations with outside organisations that provide the same
service. It is useful in positioning the organisation in the industry or
market. Because it may involve direct competitors, competitive
benchmarking is often initiated by industry groups or conducted by

third-parties.

Benchmarking with direct competitors is fruitful if you are able to open
a dialogue with them. However, the barrier of access will usually be
lower if the counterparts operate in different regions or markets.
National utility companies often collaborate for benchmarking. The
MTR Corporation of Hong Kong, for example, conducts continuous
benchmarking among the Community of Metros. This group consists

of ten metro organisations that come from as far as Mexico and Brazil.

Process Benchmarking
Process benchmarking, or generic benchmarking, compares process
performance and functionality against organisations that excel in this

process regardless of industry.

Process benchmarking can be further divided into two
broad types:

Parallel industries - Many of the best ideas for radical improvements
come from this source. While companies in one's own industry will
generally tackle the same problems in the same way, companies in
parallel industries may have very different approaches. For example,
BAA, which administers seven British airports, benchmarks itself

against Wembly Stadium.
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Benchmarking

Totally different industries - Here one will want to compare against very
specific activities. Motorola, for example, exchanges information with
other companies on the time between customer order and delivery.
Among them are some of the best manufacturers of fast moving

consumer goods, such as food supplied to supermarkets.

There are good reasons why an organisation should benchmark
outside the industry. Today's competition requires an organisation to
achieve constant breakthrough in running the business. When
breakthrough improvement is expected, it is foolhardy not to look at

how others get things done and reinvent the process all by yourself.

And by extending the scope of research, you can step outside your
well-worn thinking and look at brand new approaches. So a bank
would compare its over-the-counter services with an airline. And an
airline would reduce maintenance turnaround by learning from a race
car pit crew. An organisation cannot beat competitors or head off
newcomers by following current industry practices. As what have been
witnessed in the telecommunications market, somehow a new

competitor moved in and changed the rules for the industry.
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A structured process for benchmarking is important. It standardises

action and provides clear steps. It also sets milestones against which to
monitor progress. Based on our experience of applying the
benchmarking models of the American Productivity and Quality Center
and Xerox Corporation in study projects, we have arrived at a five-stage

benchmarking process proving to be successful.

The first stage takes place at the strategic level. Its accomplishment

O

e Determine critical success factors and key performance indicators

e |dentify core business processes that impact critical success factors

(1 T &b 5
fRERA S Stage 1: Decide What to Benchmark
HBRIER Y E—PEER  REMEERER
SR |
HORREE - R HIMRIhER » EXEERBIERZ
HiBETER
. BERFERBNEIEXKRERF
(vision) I e Prioritise processes to benchmark
BEEAE o REBLRFREDETREEE

E—PEBORE

Stage 5: Adapt and Improve
E—IEER  ERAMBE

e Report results

o HEER

TEEER ¢ Develop action plan

y EVRERTE
LA IO {8 ek ER * Implement the plan
o HEistE
REERNT . ;-calibrate benchmark
fr - sETIERY PR
RIREeHAE
THRRAE Stage 4: Analyse Data
53 (Plan- EHREE - 2EH

Do-Check-Act
Cycle) °

e Determine performance gaps
FETRBF =
o |dentify best practices and enablers

EiEBRERETEMERFR

Figure 1: The Five-Stage Benchmarking Proces
E— : hERBRHASEERS

Stage 2: Plan the Study
FEMEER  FTEMEEDER
e Form the benchmarking team
FRIZEE TR ME
e Document the process
DI
e Establish benchmarking measures
EYEEE
Prepare the study plan
B G

Stage 3: Collect Information

F=RER  WEER

e Conduct secondary research
WEE=FER

o Select benchmarking partners
EEGEHR

¢ Develop data collection instruments
RETREERNTE
Conduct primary research

WEE-FEH

ensures that
benchmarking projects
are driven by the
corporate vision and
strategic goals and,
therefore, best fit for
the organisation to

achieve its success.

In the strategic stage,
we decide what to
benchmark. The next
four stages describe
how a benchmarking
project is actually
carried through. They
follow Deming's Plan-
Do-Check-Act cycle for
continuous

improvement.



Stage 1. Decide What to Benchmark

When deciding what to benchmark, an organisation focuses on areas
that will give it success. Firstly, it needs to know which factors are
critical to its business success. Secondly, it tries to found out how
well its processes are contributing to these success factors. Processes

that perform badly require benchmarking for improvement.

Determine Critical Success Factors and Key Performance
Indicators

Critical success factors (CSF) are the few areas where satisfactory
performance is essential for an organisation to succeed. They should
always have a customer focus. In particular, they are variables that
have a direct influence on customer's satisfaction with a specific
business process. Product quality, order fulfilment and service
responsiveness are some common CSFs. The number of CSFs will

probably be five or six.

Categories R Key Performance Indicators EZEXRIFIEIE

Asset / Capacity Utilisation Capacity km per track km

BE/ RBEA=E HEELE/ BEBERAE
Reliability Percentage of train on time
CIE3:3 ERNIIERDE

Service Quality
RS mE
Efficiency

Financial Performance

BERR RBEERL/ FIEEENE

Table 1: Examples of KPIs of MTR Corporation
R— BIARN - LFERRERF

E—MER  REMBEER

PR PRI SETE AL BN Y A8 DR T R B AR SR
BEH - BE MEFENEWLREAR
BEBHEZ - HX - ZEXNEENNTER
FRAREEELHRNESR - REEBET
[RBAST ¥ 1 AV BB (SR B - DREABLE
RPEWREF ©

HBRHER EXFTERRES
BB ERIEBLRRERLBNERH
B ATEE LS EISREMNR
B EBABARERY o EARIEE
HAEPRER  BURNERERER
EFP LR EERRERENE
Zo-EmmE  EETRE - RECERE
ER-LEERNAF - RHBRBEETE
BAE - A -

Total passenger hours delay per 1000 passenger journey

BREIERES / 1000 REERE

Total passenger journeys per total staff + contractors

MR MERER/ BT+ANETHARE

Service Operation cost per car operating km
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Key performance indicators (KPIs) are measures which tell how well an
organisation is performing in a particular process or area. For example,
time to market may be a KPI for new product development. An

organisation uses KPIs to measure how it performs in CSFs. It is useful
to limit the number of KPIs to the minimum required. Four or five KPIs

per CSF is seen as sufficient.

A performance measurement system has to be in place. Once the
process of benchmarking or any other improvement initiatives has
started, an organisation needs to measure what improvement it is
making and whether the inputs are producing the expected outputs. If

performance is below target, corrective action can be initiated.

In fact, performance measurement and benchmarking should work as
an integrated system. Internal measurement monitors how the
organisation is working towards given standards, but it does not
indicate whether these standards compare favourably to those of
competitors or industry leaders. Benchmarking is an extension of
internal measurement in this sense. Through external benchmarking,
an organisation is able to set performance standards that it has to

achieve in order to catch up with competitors or to protect its lead.

CSFs and KPIs should be developed from the organisation's vision
statement, mission statement and strategic plans. An organisation
gauges its success by looking at its performance in CSFs and KPIs. If
the CSFs and KPIs do not reflect the strategic intent, the organisation
will very likely go off in the wrong direction. The benchmarking scope
determined upon these indicators would not be those areas that need

improvement most.

If the organisation has not had a clear vision and strategic direction, a

benchmarking initiative will provide an opportunity to do so.



Measure the Performance

Next an organisation needs to know how it is compared to
competitors. The success factors and performance measures identified
in the previous step provide the basis for comparison. Data of
competition may come from customer surveys, market surveys and

analysis.

A spider chart can be used to visually display the organisation's
competitive position across the key performance measures. It tells
what is the relative position of the organisation in the industry and

where are its strengths and weaknesses.
Price
B%
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Competitors
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Operating Capability
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Delivery
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Service Quality
RiSEE

3]

Technology
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New Product Time To Market
HERLEHEEZRERH

Figure 2: Spider Chart
= EEE

Each spoke in the chart represents a key measure. The closer to the
centre, the higher the level of performance. By plotting its
performance against comparative data (the best performance level
among competitors) for individual measures, an organisation can
identify those areas where benchmarking is needed for quick and

significant improvement.
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Identify Core Business Processes that Impact CSFs

Having known its weaknesses, an organisation goes on to identify the

core processes that have the greatest impact on the weakness areas.

The organisation can then direct benchmarking effort to improve.

It is useful to make a structured description of the key processes that

make up the business. This will help in defining the areas for

benchmarking with precision. A process classification framework such

as the one shown in Figure 3 can be used as a model to develop your

own more specific framework.
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Figure 3: Process Classification Framework
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Source: American Productivity and Quality Center and Arthur Andersen
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Prioritise Processes to Benchmark

A clear definition of core processes makes it possible to compare the
performance and impact of distinct processes. Tools such as Core
Process Ranking and Criteria Testing Matrix are helpful to determine

the level of impact and hence the priority for improvement.

Excellent 1 S

REPLRFHERETHREMER
TERFEDFREER  ERZULBEREFY
EBRBARBNZE DK - TERFF
#%% (core process ranking) FIiZXERRER
46FE (criteria testing matrix) T EA[E
BHREFERER REEIENERF °

Performance 9

REFER

Level of excellence
R 16 4w
ol

Performance

High Priority

Improvement
Poor REEHEN

Not Degree of importance

ERRE

Figure 4: Core Process Ranking

Important
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Processes with the greatest impact and poor current performance have

high priority for improvement. Their urgency for improvement and
potentially high return from improvement would justify the resources

to be put in a benchmarking initiative.

Before moving on, some conditions may worth considering. They are

necessary to ensuring that benchmarking is practical for the selected

process.

« The process has been clearly defined.

e The staff involved are open to benchmarking and learning
activities.

< Preliminary observations indicate that significantly better
performance of the process exists in other organisations and

best practice benchmarking partners may easily be found.

Very

Important
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Stage 2: Plan the Study

When it is clear what to benchmark, a benchmarking team is formed
to carry out the study project. The team starts with understanding the
organisation's own activities. The process to be studied is mapped and
documented to allow a precise comparison with benchmarking
partners. The team then establishes benchmarking measures and

prepares the study plan.

Form the Benchmarking Team

Each benchmarking project needs a project team that is selected
specifically for the job. There should be representatives from each of
the functions or processes to be benchmarked, although it is desirable
to have one or two team members who have been involved in previous

benchmarking projects.

For effective implementation, team members should be a
combination of these attributes:
Knowledge - Members should have a solid understanding of the

process being benchmarked as well as the benchmarking process itself.

Innovative - Benchmarking is about seeking and adapting new ideas.
Members should be willing to discover superior practices and break

through existing paradigms, and be able to effect change.

Communication skills - Good listening and communication skills

allow members to capture and accept other people's ideas.



Practical skills - A benchmarking project involves such chores as data
collection, analysis and reporting. It may be useful to have on the team
people with expert skills in research, statistical analysis, desktop

publishing or computerised data mapping.

Each benchmarking team will have a team leader, who is responsible
for organising the team, negotiating resources, delegating tasks and

promoting team progress.

A facilitator may be used to speed up the benchmarking process or
make the process easier for the team. Its role is to assist the team in
team building, effective meeting, decision-making, resolve of conflicts

and application of quality tools and problem solving skills.

There should also be a number of supporting roles. Unlike

benchmarking team members, these are ongoing roles.

Benchmarking champion - An executive supporter who serves as the

advocate and defender of benchmarking activities.

Project sponsor - The individual who assumes the responsibility of the
benchmarking project. He should have the authority to approve
financial support for the project. The sponsor may be the head of the

functional area where the benchmarking project takes place.

Process owner - The individual who takes possession or control over
the process being benchmarked. As the process owner is a user of

study results, it is important to obtain his buy-in to the project.

There can be substantial overlap between the roles. In a smaller
organisation, the champion, sponsor and team leader may be the

same person.
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Document the Process
The benchmarking team starts the study by making a detailed evalua-
tion of the existing process. It is important to know exactly the

benchmarking topic, or the project will be going nowhere.

It is useful to begin looking at the process at the highest level and
work the way down to more detail.

Organisational - Use a relationship map to illustrate the relations
that exist within the process. It enables analysis of the current flow of

inputs and outputs between functions.

Cross-functional - Use a cross-functional process flow map (Figure 5)
to show which division or function is performing which step as the

process progress across the organisation.

Linear - Draw detailed flowcharts to break the process down into all

its component steps.
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Figure 5: Example of a Cross-functional Process Map
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A detailed evaluation of a process will often reveal its weaknesses and
prompt management for action. For example, Xerox fixed the process
of developing cable assemblies, eliminated 30% expenses and
improved quality by 20% even before the actual benchmarking process

were carried out.

Establish Benchmarking Measures

A benchmarking project should be conducted with quantitative
comparisons as far as possible. They will provide fact-based input for
interpreting and implementing the best practices identified in the

process.

A family of measures has to be established to provide the basis for
comparison. Some common performance measures include customer

satisfaction, employee satisfaction, productivity, cost and delivery.

Three levels of measures are often used in benchmarking. It is typical in
analysis to understand the subject matter by breaking it down into
elements and draw central conclusions from what is

found in these elements.
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Performance measures have to be specific. They should reflect a
customer focus and provide data for action and improvement. For
is preferable to "'number

instance, "'response time to customer call™

of calls™.

Source: Xerox
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Figure 7 shows a set of measures developed for Hong Kong's electrical EtEREBEEDRERMASEE

ces industry by the Asian Benchmarking Clearinghouse of the POE—EB B EIRELN—F

EREREEEE - RIIHHEHP—4E
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Hong Kong Productivity Council in a government

funded project. Table 2 elaborates the key Overall Business

performance indicators for Performance
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Figure 7: Benchmarking Framework for the Electrical Appliances Industry
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Key Performance Indicator Definition
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New Product Sales Ratio FERLTEUBAKERENREEE £/ YREESR
£ 3

A measure on the effectiveness of promoting new
products developed

Sales during the financial year for New Products
launched within the first twenty-four months / Total sales
of the financial year

HEF/ miBteE BEFHHNE PRI ISAMEE
New Customer/Market MEPEER BEER
Ratio A measure on the effectiveness of exploring new custom-

ers or markets

New Customer Sales / Total Sales

FERTSHERMMEEYTA EBEMKE - mERAW  REEERVETSHRNRE

Use of Marketing/ Branding Tools | BV TEKERREE -

A measure on the degree of using various marketing and
branding methodologies, e.g. marketing plan, market

\_ research, brand equity building, etc. )

Table 2 : KPIs for "*"Marketing and Business Development of the Benchmarking Framework for the Electrical
Appliances Industry in Hong Kong
R BEBERERATERGD [TEREFBRE] BONETERRIEE



Prepare the Study Plan
Having known exactly what to measure and compare, the team

develops the study plan. The plan may include:

Scope of study - The team needs to provide the purpose,
improvement opportunities, depth and breadth of study, and time and
budget. The subject of study should be an area that has the greatest
room for improvement, and that the organisation has the capability to

improve.

Project plan - The plan should identify timeline, milestones, and roles
and responsibilities. It is useful for monitoring and communicating

progress.

Selection criteria of benchmarking partners - They may be product
or output characteristics, comparable processes, type of industry, size
and organisation structure, culture, primary business drivers (such as

distribution channels), and profit or non-profit orientation

Data collection plan - Depending on the required scope and depth
of information, the team will select the means for screening partners
(by phone, fax, survey or a full partner selection process) and the
means for data collection (by secondary or library research,
information request, phone interviews, detailed questionnaire, site

visits or a combination of these).
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Stage 3: Collect Information

The team carries out data collection according to plan in this stage.
Steps include conducting secondary research, selecting benchmarking
partners, establishing data collection instruments and carrying out the

actual data collection work.

Conduct Secondary Research

Suppose the organisation has decided to conduct external

benchmarking, the search for superior performance may easily start

with secondary research. Secondary sources include:

« Libraries and electronic databases

* The Internet

* Press clippings

« Company reports

= Trade associations

= Universities

« Market research groups

« Consultancy firms

« Benchmarking networks, such as the Asian Benchmarking
Clearinghouse and the Hong Kong Benchmarking Clearinghouse
in Hong Kong

« Lists of award winners, such as the Hong Kong Awards for
Industries and the Hong Kong Awards for Services organised by
HKSAR's Industry Department

More information on some of these sources can be found in the next

chapter.

Team members may also talk to customers and suppliers. Staff who
make frequent contacts with other organisations, for instance,
marketing and sales staff, may have valuable information. R&D and
engineering staff should have good knowledge about what other

organisations are doing in their professional areas.



Select Benchmarking Partners

Findings from the secondary research are used to assess potential
benchmarking partners. The information is analysed and a list of
potential partners is made based on the selection criteria

established in the planning stage.

To identify useful and willing partners, the team may conduct a
screening survey which also serves as an invitation to the
benchmarking study. The survey should be simple and not too long,
multiple choice questions work well to this end, but the objectives,
focus areas and resource requirements of the study should be

communicated clearly to the potential partners.

It is necessary to establish a mutual relationship for benchmarking.
The organisation and the selected partners need to agree on the areas
of information to be shared and not to be shared, as well as a code of
conduct to be followed by both sides. It is most

important when the partners are direct competitors.
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Develop Data Collection Instruments
A detailed questionnaire will serve as both a data collection instrument
and a screening device to determine whether site visit is necessary and,

if yes, which partners merit a site visit.

The questionnaire requests information in these areas:
Background information - management structure, general

statistics relating to the process being benchmarked

Specific process information - process flow, process metrics

Process enablers - may be training, equipment and related

processes

Both quantitative and qualitative questions should be asked. Quantita-
tive information gives a picture of the effectiveness of the process.

Quialitative information tells what drives the effectiveness.

Conduct Primary Research

The results of the questionnaire provide a basis for deciding which
partner organisations to conduct site visit. During site visits, team
members verify the data collected, talk to the people who are involved

in the process, and personally observe how the process works.

It is useful to prepare a site visit guide with draft questions and send it
to the interviewees ahead of the scheduled visit. As said before,
benchmarking is for mutual sharing. You expect to be asked the same
guestion that you have asked the benchmarking partner. It is only
appropriate that you ask questions that you are willing to answer and

be prepared to give equivalent information in return.




Stage 4: Analyse Data

It is gap analysis in this stage. The team compares its organisation's
performance with that of the partners, determines the gap between
them, identifies the best practices, and designs implementation

strategies for improvement.

Determine Performance Gaps
When data are ready, the team begins to compare performance
measures. Sometimes data cannot be compared directly. In this case,

it will be necessary to normalise them to allow meaningful comparison.

It is useful to tabulate numeric data. A comparison matrix works well
to visualise the benchmark in a particular measure (Figure 8). When
the benchmark for each area is determined, the team calculates the

performance gaps and identifies areas where significant gaps exist.
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Organisation C Organisation D
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RETURN ON ASSETS
BEDHFR

1. Operating profit /

Operating assets 6.9% 6.6%
HEFE EEEE

~

2.8% -1.8%
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2. Operating profit / Sales

0, o)
SEAE GEE B 3.0%

3. Sales / Operating Assets
(times) 1.35% 1.25%
R/ EEEE (FR)

4. Gross profit / Sales
EX VT 25.0% 25.3%

-

2.0% -1.6%

1.19% 1.12%

25.5% 26.8%

J

Figure 8: Comparison Matrix for Measures
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Source: Xerox
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Identify Best Practices and Enablers

Now it comes to a very important step of the benchmarking process.
What distinguishes benchmarking from competitive analysis is that in
benchmarking an organisation tries to find out what drives superior
performance after performance gaps have been identified. Competitive
analysis could not serve this purpose.

A number of tools can be used to determine how the benchmark
organisation achieves benchmark performance. For example, you can
conduct a process-to-process comparison. By putting side by side
detailed flowcharts of your organisation and the benchmark
organisation, it is possible to find out what differences in the process
are causing the discrepancy in performance levels. A comparison matrix
can be used again to compare the key factors that drive performance in

different organisations (Figure 9).
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Figure 9: Comparison Matrix for Descriptive Data
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Other useful analysing tools include cause and effect diagram

(fishbone diagram) and root cause analysis.

The objective is to get to the bottom of things to understand why
performance differs, what are other people doing so that they
perform better than we are (best practice), and how do they do it

(enablers).



Stage 5: Adapt and Improve
In this stage the organisation communicates the results of analysis,

develops an improvement plan and implements improvement.

Report Results

A report on analysis results serves as a communication tool for gaining
acceptance for improvement action. The report should include key
study findings, the current situation in terms of performance gaps, and
recommendations for improvement. It is a *'call to action** and should
be communicated to management as well as the relevant process

owners and users.

If the benchmarking project is an external initiative, the organisation
may need to report findings to benchmarking partners, although it can

keep to itself the lessons learned from the project.

Develop Action Plan
When all people concerned have accepted the benchmarking results
and the need to change, the organisation can set new goals. The new
goals are determined by a number of factors:
« What performance is achievable according to the benchmarking
results
« What performance is the organisation capable of achieving
< How important is the achievement of these goals to

stakeholders
* How much will it costs

« Which level of commitment is required to achieve it

Cost-benefit analysis is essential in prioritising improvement actions to
achieve the new goals. The study completed by the American
Productivity and Quality Center (see page 2) showed that ""mature™
benchmarkers often performed cost-benefit analysis before taking
action and gained higher payback than ""developing' benchmarkers.
The analysis might have helped the organisations to identify high

payback projects more effectively.
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When preparing the action plan, you need to give thought to time,
people and resources. The scope, the objective, the link with mission
and key processes, and the expected outcome should be clearly
defined. A good action plan also includes planning for communication,

monitoring and re-calibration.

Implement the Plan

Actual implementation work is often passed on to a new team. Team
members have to be drawn from the function or process affected by
the change. There should be at least a sponsor from the original

benchmarking team.

Success of the improvement plan depends very much on the support of
management and the individuals closest to the process, especially the
process owner. The action plan should be agreed by all affected

entities.

During implementation, performance measurements should be taken
and reported. Measurement data are used to monitor improvement
against targets. They also provide the basis for subsequent comparison
with benchmarking partners. As said in the early strategic stage, it is
important to have a performance measurement system that integrates

with benchmarking initiatives.

Re-calibrate Benchmarks

Benchmarking is not a one-off exercise. The competitive situation
changes. You should expect other organisations strive for improvement
and superior performance as much as you are. A regular review process
should be in place to evaluate if the benchmarks are still valid and if
there are other organisations to benchmark. By continuously
benchmarking with external organisations, you can always resets your

goals against current benchmarks.



Transfer Best Practices

Benchmarking are put to best use when the best practices are spread
across the organisation and leveraged to achieve business goals.
Internal transfer of best practices depends very much on a knowledge

management system.

Knowledge management would be a worthy subject for many serious
writings. We only put together here some conditions that encourage

internal knowledge transfer.

« "Silo™ thinking, where divisions or functions focus on maximising
their own accomplishment, often sets up barriers for best practice
transfer. A culture that values personalexpertise over knowledge
sharing does not help either. The situation is, ironically, more
rampant in knowledge-based organisations such as consulting firms.
Factors to give thought to include role model play by leaders and a
recognising system that encourages sharing and transfer.
Benchmarking is useful to create a sense of urgency that compels
people to learn from others, to accept new ideas and to push them

through.

» People often pay more attention to information tools than people
interaction. Information technology tools such as e-mail, groupware
and best practices databases can support employees' sharing and
working together, but it all depends on employees' willingness to do
so. More importantly, creating databases is not creating knowledge.
Much useful knowledge, such as know-how, judgement and
intuition, cannot be written down. The transfer of this "tacit™
knowledge is a people-to-people process. The really important driver
is culture and behaviours, the employees' own desire to share and

seek out best practices.

« Internal benchmarking provides a structured approach to internal

transfer of best practices.
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Benchmarking
Resources

Information Sources
A benchmarking project easily begins with secondary research.
Secondary sources are often free and provide background information

on the target companies.

A lot of this information is available in the public domain. Common
sources include newspaper articles, periodicals, annual reports,
conference proceedings, analyst's reports and publications of
professional organisations. These types of information can be found by
means of library research as well as electronic database and Internet

search.

Other than desktop research, field data can be collected through
participation in public conferences, seminars, study missions and plant
visits. These activities also serve the purpose of networking with
potential partners. However, information collected in this way requires
substantial analysis and interpretation before it is useful to a

benchmarking study.

You may also contact trade associations, federations and professional
institutes that are relevant to the benchmarking subject. Professional
organisations frequently carry out studies on their own field, which are
good sources of information. For example, institutes of marketing
profession may provide valuable information on benchmarking
marketing activities. Research departments of universities will have

much to offer either.



Then there are market research agencies and consultants. But unless
they are already working for your organisation, hiring them for this

particular purpose may be expensive.

For smaller companies with limited resources, local governments may
provide support. The Department of Trade and Industry of the UK
Government introduced the United Kingdom Benchmarking Index
(UKBI) in 1996 to bring the benefits of benchmarking within reach of
small and medium-sized enterprises (SMEs). The UKBI database
provides comprehensive performance data of SMEs. Performance data
are created and cumulated as each user submits information for the

generation of comparative reports.

In Hong Kong, the Hong Kong Productivity Council has started to
develop two benchmarking models, each with a set of key performance
indicators. One is for the electrical appliances industry and the other for
the toys industry. Multinationals and SMEs alike will find these
sector-specific models easy to adapt. The project is supported by the

Industrial Support Fund of the HKSAR Government.
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Benchmarking Networks
Building and maintaining an external network of best practice compa-
nies are essential to ensure the continuous success of benchmarking

initiatives.

Creating an external benchmarking network is challenging and
involves a lot of subtle skills. For a new benchmarker, key suppliers
and customers are prime candidates as initial partners because they
have a vested interest in your business success. Membership within
industry groups will also provide networking opportunities and
benchmarking contacts.

Conferences often provide great opportunities for networking. The
Benchmarking Exchange, with a membership of over 2,500
companies, started from a small group of benchmarkers who met at a
benchmarking conference. The COMET benchmarking group of ten
metro organisations, including Hong Kong's MTR Corporation, was

proposed at a meeting of the International Union of Public Transport.

Other than venturing on their own, newcomers to benchmarking may
join existing benchmarking networks. They are managed by
benchmarking centres that are either private initiatives or

organisations supported by local governments.



The International Benchmarking Clearinghouse of the American
Productivity and Quality Center (APQC) is the largest single organisation
devoted to promoting the practice of benchmarking. Members from
across the world can join common interest groups, communicate
on-line and have access to best practice databases. The Benchmarking

Exchange offers another global network.

Benchmarking centres often form alliance with similar organisations
across the world to assure a global reach for their members. For
example, the Global Benchmarking Network is made up of

benchmarking centres from 19 countries.

Their counterparts in Hong Kong are the Asian Benchmarking

Clearinghouse (ABC) and the Hong Kong Benchmarking Clearinghouse.

ABC has formed strategic alliance with APQC and the Australia Quality

Council.
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Consortium Study
The benchmarking centres often provide consultancy and other services
relating to benchmarking. One particularly useful to new benchmarkers

and smaller organisations is consortium study.

A consortium study brings together a small group of organisations to
learn and adapt best practices on a subject of common interest. The
benchmarking centre acts as a third-party organiser and forms a

research team to carry out the project.

The study will follow the general benchmarking approach (planning,
data collection, data analysis and adaptation of findings), except that
the research team will handle all the legwork such as conducting
secondary research, recruiting partners, administering questionnaires,
conducting site visits, analysing data, reporting, and organising a
knowledge transfer session. The participants in the consortium study
can, therefore, focus their effort and resources on implementing the

best practices uncovered.

The organiser of a consortium study will normally invite a subject
matter expert to give specialist input to the project. The subject matter
expert will be someone who has specialist knowledge and practical

experience in the subject of study.

Participants share the cost of the study. While they invest less time and
money than conducting their own research, they probably gain similar
benefits. For new benchmarkers, it will be a good first step to establish

their external benchmarking network.
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DHL International (Hong Kong) Limited claims itself a newcomer to
benchmarking, but the company already has some ""mature"’

conditions for its benchmarking initiatives to succeed.

The management of DHL has presented a clear direction of business
growth and knows their key processes. It is important for setting
benchmarking priorities, pinpointing critical areas for benchmarking

and driving improvements that contribute to business success.

A Clear Strategic Direction

DHL understands that customers are looking for more than transporta-
tion solutions. For the next decade, the demand for air express services
is estimated to increase drastically. However,
this surge in demand for a costlier but faster
transportation solution is set against an
intention of customers to cutting
warehousing and inventory costs, and in
turn cutting general costs across the whole
supply chain. The advance of e-commerce
will only result in more businesses seeking
solutions for their distribution needs. Sales of
goods and services may shift on-line, but the
physical movement of goods and products

are still required.
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providing not only express
transportation, but also express
solution for customer's logistics
and supply chain functions. Small
wonder that the early external
benchmarking initiatives of the

company focused on supply

chain management. To start

with, DHL joined a consortium benchmarking study conducted by the EEREE EN B8 EEH -2
Asian Benchmarking Clearinghouse. The study focused on six areas in B~ HEEE - B -

supply chain management. They are, specifically, positioning,
integration, agility, measurement, supply management and enabling

technologies.
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Know Its Own Processes

Service operation

BRH1E R

Air

z=E

Ground

HhEE

Express Logistics Centre
TRIRYDFR A

Supply chain management
e e

Customer service

EF R

Customer satisfaction measurement
EEETREE
Call centre

EFERF

Sales and marketing

TSN

Sales process

TR

Sales management

ITHERE

Marketing information system
TR ERRL

Market intelligence

IS 1EHR
Human resource Management development
management BEEENRE
ANERER Training
2=
Developing competencies
B ERE R
Career planning
HiESTE
Managing employee satisfaction
ETREEEE
Finance Cash management
B % ReERE
Balanced scorecard
Information E-commerce, business to business
Technology ETHE (EHLE)
L BEAME

Table 3: DHL Key Processes
®=  DHLWEZEEKER

DHL knows what its key business processes are. The identification of
these processes would be one of the first steps in any benchmarking
project. Key processes are those that have the greatest impact on the

company's critical success factors. Improvement in these processes,

therefore, adds to the
company's capability
to achieve business
objectives. The
following table gives
an idea of what
processes DHL thinks
as critical to their

success.



From Internal to External Benchmarking

DHL has long been conducting competitive analysis of its air express
services. A weekly customer satisfaction survey is administered by a
third party to customers not just of DHL. The results help constantly
monitor service performance and position the company among its

competitors.

An employee satisfaction survey is conducted every two years. Also
administered by a third party, the survey provides data for internal
comparison between worldwide operations. These data in turn

become input for human resource planning.

Benchmarking has first been incorporated into the improvement
system as internal initiatives. It is a usual starting point for

companies that take up benchmarking as an improvement tool. It is
easier to get started between branches or divisions in the same
company. Their functions and processes are expected to be similar and
ready for comparison. The global presence of DHL offers many
opportunities for internal benchmarking and learning. One such
project involves the comparison between the seven Express Logistics
Centres across the
world, including the

one in Hong Kong.

To gain a new
perspective of looking
at ways to conducting
business, DHL has
started benchmarking
with partners outside
the air express industry.
Current external
benchmarking
initiatives focus on supply chain management, call centre, the sales
process and management development, areas that the company

deems as critical to its business.
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The benchmarking Process

DHL conducts benchmarking projects through a six-step process:

Identify the key process

Identify best-in-class performance and best practice partners
Collect information from benchmarking partners

Perform gap analysis and identify best practices

Establish improvement plan

2 e e

Monitor, measure and recycle

External benchmarking projects often post two tricky questions for a
company. Firstly, if the potential partners are competitors, how can you
approach them for collaboration. Secondly, if they come from other

industries, what is there in them for meaningful comparison.

DHL sees usual business network-
ing events as good opportunities
for identifying potential
benchmarking partners and testing
intention of collaboration. To
encourage competitors’ interest in
benchmarking, the company finds
it important to emphasize the basic
nature of any benchmarking
initiative: it is an effort for mutual

exchange and benefit.

For potential partners outside the
air express industry, DHL looks into an industry which excel in a
particular area or process identified for benchmarking. So, for
benchmarking subjects such as customer service, call centre and service
recovery, it is useful to search within the banking industry and

telecom firms.



Improvement and Benefits

Benchmarking is not just about comparison but improvement. DHL
management clearly understands that establishing an

improvement plan is the most significant step in the benchmarking
process. Through benchmarking, the company obtains

comparative measurements, knows the performance gap and
understands how the others achieve best-in-class performance. This
information is translated into action plans that drive

improvement in critical areas.

And by benchmarking outside the industry, the company aims to grab

hold of out-of-the-box ideas that would bring about

breakthrough changes and innovation to its business processes.

The effectiveness of benchmarking, however, very much depends on
to what extent are such improvement initiatives linked to the business
strategies of the company. This leads us back to the beginning of the
matter. An organisation has to have a clear understanding of its
strategic direction and key processes to set benchmarking priorities,
and carry out benchmarking projects and action plans that deliver

results the organisation needs most. DHL exemplifies in this area.
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In 1991 Kowloon-Canton Railway Corporation (KCRC) began its
""Quest for Excellence™, a total quality management programme with a

vision to be a world leader in providing quality transport services.

In 1992 KCRC commissioned its first global benchmarking study to find
out how its performance compared to world leaders in the railway
industry and establish improvement plans to close the gap. Since then
benchmarking has played an important part in the Quest for Excellence
programme. It enables the corporation to see what is possible and

prioritise its improvement actions.
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Integration with the Improvement Process
Benchmarking is an integrated part of KCRC's process improvement
system. The process improvement process, as shown below, is an

elaboration of Deming's Plan-Do-Check-Act cycle.

1. Identify problem/performance gap (benchmark where
appropriate)

2. Gather input from employees and customers

3. Map/analyse the current process and identify root causes
4. Formulate counter-measures

5. Set measures and targets

6. Implement

7. Evaluate performance

Work teams use benchmarking studies for process improvement when
significant improvement is required for a particular area. Through
benchmarking, KCRC people measure process performance,
understand the process, set stretch targets for key business drivers and

drive breakthrough improvement.

KCRC carries out both performance and process benchmarking. Several
performance benchmarking studies are conducted from time to time.
KCRC management also see their regular participation in award

competitions as a form of external benchmarking.

For performance benchmarking, KCRC often conducts competitive
benchmarking studies on customer satisfaction level with other major
transport operators in Hong Kong. Independent market research
companies are employed to conduct the studies and collect data. KCRC

also participates in a worldwide study on passenger rail operators.



Finding the Right Partners

KCRC considers it hard to identify comparable partners. The 34-
kilometre East Rail line runs through some very densely populated
areas, which is not typical of similar rail systems. Even more unusual is

that KCRC runs on commercial principles. It is not state-owned or

subsidised as many rail operators in other countries are.
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To ensure that partners are right for comparison, KCRC set down

criteria for selecting benchmarking partners. The following table shows

what KCRC considers when it tries to identify a comparable

organisation.

NERARBEHSBOEESSR  EXT
—ERERE - TRIBNSREHRKEZ
BHEIE -

Criteria for Selecting Benchmarking Partners

EEGEHRNERE

Performance Benchmark Companies

REKFEEHR

Process Benchmark Companies

RFEESR

= Operate in economically developed cities

RSB BERIMT

e Carry over 20 million passengers per year (for transit
companies)

BEHFHEB 2000 BA (EREEANTELT)

= Employ reasonably modern equipment and
infrastructure

EREERACHRBMERR

« Have distinct urban transit operations and
infrastructure to minimise issues associated with cost
allocations to and from other systems
ERARENTEERER S EMERRE - ERE
HEH B8R R AR R A 2 B RS R

&

< Are identified through careful research
BBAFNMEAE TR

« Will share information on best practices

« Have innovative approaches or solutions to problems
we currently have

15 PRI BV T3 AR R N S8 B AR 2 B9 R e

< Functions and processes are comparable to ours

EE MR FE N AR

e Meet minimum performance benchmark levels

EERIEAHAERITAF

Table 4: KCRC's Criteria for Selecting Benchmarking Partners
R B RERHERNEE

Some companies may look similar but actually they have enough
differences to be relevant benchmarking sources. For instance, KCRC
and MTRC in Hong Kong cannot be readily compared as each of them
operates a rather different rail business. MTRC operates passenger
trains that run mainly in underground tunnels in urban areas.

KCRC provides suburban transport and also operate freight and

cross-boundary through trains.
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Inside or Outside the Industry

KCRC benchmarks with other rail operators form time to time. KCRC
management see that competitive benchmarking provides the most
direct comparisons that are possible. But a major

hindrance is how much information and to what depth are competitors
willing to share information. Similar rail operators in different countries,
however, are not competitive. As a result, a benchmarking partnership

can be comfortably maintained among them.

On the other hand, benchmarking outside the industry provides insight
into best practices of the world, not just within the confine of the
industry. Meaningful comparison may not easily come by in this type of
benchmarking, but when there is a specific process to improve, KCRC

will consider benchmarking with organisations outside the industry.



Making use of the data
Having a partner with similar business or processes does not necessarily
guarantee ready data for comparison. Differences in business

environment, regulations and culture need to be considered.

KCRC recognises that direct comparison between companies does not
come by straight away whether it benchmarks in Hong Kong or across
the world. An understanding of the regional differences help the
corporation in interpreting the data and the divergence in performance.
In the case of KCRC, it is necessary to allow for, say, rail subsidies,

which are practiced in many countries.

KCRC expects a benchmarking study to provide not an exact
representation but rather an indication or best approximation of what a
particular work can be best accomplished. It, however, does not
prevent the corporation from realising that benchmarking is
instrumental in improving its performance. The management has
attributed benchmarking as one of the means that enable them to
keep on winning some prestigious awards through the years, which

place the corporation among the leading organisations in Hong Kong.
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Case Studies:
MTR Corporation
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The MTR Corporation has used benchmarking as an improvement tool
since 1992. Consultant firms were employed to assist in the process at
the beginning. Having found the service not satisfying organisation
needs, the Corporation ventured on its own and developed its specific
benchmarking methodology. Now the organisation has the
benchmarking process written into corporate procedures and

integrated as an important part of its culture.



A People that Discovers and Learns

Management of the MTR Corporation clearly understands that the
benefits of benchmarking come from its continuous and pervasive use.
Benchmarking is not treated as a management fad but is recognised
because of the work it does. It is a powerful tool that, when
incorporated into the improvement system, gives data, direction and

support for management decision.

Many people consider a
learning culture a critical
condition for benchmarking

initiatives to succeed. The

al'mr i

benchmarking system™. All levels in the organisation are involved.

MTR Corporation has
demonstrated that this is
true. Management describes

what the organisation is

practising as "'a living

Management, process owners and operational staff alike can initiate
benchmarking projects. Work Improvement Teams are one source of
benchmarking ideas. Operational units use self-initiative to carry out
small benchmarking projects for process improvement, for instance,

arranging site visits to learn from other companies.

A Tool for Continuous Improvement

This learning culture ensures that benchmarking is a continuous process
in the MTR Corporation. Top management have committed themselves
to reinforce this continuous process. Clear objectives have been set for
benchmarking activities. One of these specifies benchmarking as a

means to facilitate continuous improvement through its regular use.

To assure focused improvement, benchmarking is linked to key success
factors of the company. Top management determines what are critical
for metro business and review at least once a year the results of

benchmarking in meeting objectives.
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An Annual Exercise of Performance Benchmarking

An important benchmarking effort of the MTR Corporation started in
1994 and has now become an annual exercise. The initiative involves a
Community of Metros (COMET), to which ten metro organisations
spanning three continents belong. The Railway Technology Strategy
Centre of the University of London acts as a third party to collect and

disseminate information among the group.

The CoMET project studies five areas: asset/capacity utilisation, reliability,
service quality, efficiency, and financial performance. Key performance
indicators (KPIs) (Table 1) were established to provide a framework for
comparison. Each year group members exchange performance data and
conduct detailed case studies of the best performing metros in selected
areas. Safety and reliability are some of the high-priority areas to study.

Results are used as input to improvement plans.

4 . )
Asset/Capacity Al. Capacity km per track km A2. Passenger km per capacity km
Utilisation BEEQAE/ BEAR RELNE/ BFE2QE
BE/ REBEAX
Reliability R3.  Car operating hours per total hours delay R4. Percentage of train on time
AEM DI ERY / BEREE ERMNSIEFD
R5.  Car operating km between incidents R6. Car operating hours between incidents
ERCENIEEERR B2 BN EEERE
Service Quality SQ7. Total passenger hours delay per 1000 SQ8. Estimate percentage of passengers on time
R mE passenger journey et ERRE B DL
BREILRAEE / 1000 REHER
Efficiency E9. Revenue capacity km per total staff + E10. Total passenger journeys per total staff +
B contractors hours contractors hours
HEEQNBWE/ BI+EHNETHREHY BREERE/ BT +EHNE TR
E11. Revenue car operating km per total staff +
contractors hours
NEEENBNE / BT +ENEITHANY
Financial FP12. Service Operations cost per passenger journey  FP13. Fare revenue per passenger journey
Performance RISEERA / REHER HEWE/ REHERE
MBRR FP14. Operating cost per passenger journey FP15. Service Operation cost per car operating km
EENA / REER RISEERA / FIEEEAR
FP16. Maintenance cost per car operating km FP17. Total cost per car operating km
HIERA ) SIEEERNE WA/ PIEEERE
FP18. Operating revenue per operating cost
L EEWE / EERLE )

Table 5: Key Performance Indicators for the COMET Study
KA : COMETHIREBEMEERBIEEZE



Comparing Apple to Apple

Each of the ten members of COMET comes from a different
country. This prevents the practice of a particular country domi-
nating the results. But different countries have different social and
economic conditions as well as different regulations for conduct-
ing business. The latter is especially true in the business of mass
public transport. These factors may somehow muddle comparison
and gap analysis, as the organisations are not running on the
same ground. A question needs to be answer here, which is
common in many external benchmarking projects: To what extent

are your organisation comparable to your partners?

The CoMET group has developed criteria for selecting members in
the first place. A major criterion is that the railway serves urban
areas in a principle city. Such a metro organisation typically
operates under a high passenger loading with short distance

between stations and a large number of underground tunnels.

To deal with the regional differences, the group has a small team
working out the best ways for comparison. Some generic areas
such as safety performance can be compared without the need
for much manipulation of data. Others usually require some
normalisation, for example, taking into account the gross domes-
tic product (GDP) or purchasing power parity (PPP) of different

countries.

The comparison system improves as the COMET project rolls on
year by year. Some key performance indicators have been
changed to provide a better platform for comparison. The data
accumulated through the years allow comparison of trends rather

than absolute figures.
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More Benchmarking

The group of ten operate more or less the same business but they are
not competitive. Data are exchanged openly among members. The
MTR Corporation actually sees COMET as a benchmarking network as
much as a useful project. Other members are ready partners for

specific process benchmarking as well as information sources for other

process improvement activities.

The MTR
Corporation
joined an-
other railway
benchmarking
group in
1998.
Members
include some
more regional
railway
operators
who do not
conduct
exactly the
same business as the MTR Corporation. Again, KPIs have been

developed for comparison.

The Corporation has also conducted several process benchmarking
projects with worldwide partners from other industries. These studies
focused on areas such as customer satisfaction, supplier management,

information technology, asset management, safety and reliability.



Benchmarking Payback

The MTR Corporation attributes hundreds of millions of dollars of
savings to improvement efforts as a result of benchmarking. The
following areas have seen major improvement:

« Asset management, replacement and utilisation - savings in
large expenditure items by extending the life of assets

» Telecommunication system and information system to customers
« Efficiency of internal management and practices

 Value to business, customers, and the community

These improvements would not come by if study results have not been
effectively turned into action. Management of the MTR Corporation are
well aware that they need to commit and provide support, including
the allocation of necessary resources. Implementation of benchmarking
results also
requires buy-in
from staff.
Communication
plays an
important role in
making staff at all
levels understand
why they have to
change. As a
result, the Corpo-
ration publicises

benchmarking results in internal publication.

Even more important is the practice that benchmarking is part of
everyday improvement activities at all levels. The MTR Corporation's
management said their people "'live benchmarking". It is probably what

makes the Corporation a good benchmark for benchmarking practices.
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Xerox is often referred to as the benchmark of benchmarking. The story
began in the early 1970s when Xerox in the US introduced
benchmarking as a new tool to regain its competitive advantage.

Benchmarking became a major driver of its business turnaround.

The amount of benchmarking has increased significantly in the years
that followed. Xerox benchmarks with different levels of performance.
It measures itself against the industry average, the best performance in

its industry and the best performance in any industry.

When Xerox won the Malcolm Baldrige Award in 1989, it

admitted that benchmarking was key to its major achievements, which,
in the area of quality improvement, included:

= 78% reduction in defects

* 40% decrease in unscheduled maintenance

e 27% drop in service response time

« increased copy quality

= reductions in labour and material overheads

« becoming the first company to offer three-year product warranty
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The Benchmarking Process
Now benchmarking is a common practice of every department of the
Xerox organisations across the world. The Xerox benchmarking process

goes through five stages and ten steps as shown in Figure 10.

e Phase 1 - Planning
The objective of this phase is to prepare a plan for

benchmarking.

e Phase 2 - Analysis
This phase help understand competitors' strengths and assess

one's own performance against these strengths.

e Phase 3 - Integration
The objective of this phase is to use the data collected to define
the goals necessary to gain or maintain superiority, and to

incorporate these goals into the formal planning process.

e Phase 4 - Action
During this phase, the strategies and action plans established through
the benchmarking process are implemented and periodically assessed

(recalibrated) with reports of progress in achieving them.

e Phase 5 - Maturity
The objective of this phase is to determine when an organisation has
attained a leadership position and to assess whether competitive
benchmarking has become an essential, ongoing element of the

management process.

Xerox found the benchmarking process a powerful tool in identifying
gaps and setting expectations. Through the process, Xerox people
understand what has to be done to succeed and accept the higher level
of expectations that goes along with the task. Benchmarking has
become an essential part of Xerox's continuous process of

improvement.
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1. Identify benchmark outputs
EHEEIEEWEERR

v

2. Identify best competitor
R RBNHRFHF

:

3. Determine data collection method

EHWEERNTE

4. Determine current competitive "gap"

HER T D £

Analysis i
D

Planning
=T &l

5. Project future performance levels

FTEARREERNREKRF

— v

6. Establish Functional Goals
EINEEERPIMY B 12

v

_ Communication Acceptance
Integration of data of "Analysis"

miE s BE AR

7. Develop functional action plans
EM YRR PIVITE AT

8. Implement specific actions

REAENITE

v

Action 9. Monitor results / report progress
1T EERBUMEERE

v

10. Recalibrate benchmarks

AR HEKF

Leadership position obtained
Maturity IHERENE

AR Process fully integrated in our practices
L HASHEERABEED

Figure 10: The Xerox Benchmarking Process
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Target against Benchmarks

Benchmarking and self-assessment are used together in Xerox to set

goals against benchmarks.

In 1994 Xerox introduced an internal certification programme as a
method for continuous assessment of its overall quality performance.
An assessment framework was established and has been revised as the
business moved ahead. It now includes six key categories which are

then broken down into 30 elements. The Xerox Management Model

shown in Figure 11 sums up the elements that are measured and

assessed.

1. LEADERSHIP EZ&E

1.1 Values and Vision 1.3 Role Model 1.5 Communication
BEEBMNES BETH BE
1.2 Managing For Results 1.4 Fact-Based Actions and Principle-Based Actions 1.6 Environmental and Social Responsibility
RMER REBMZRARMANTE BRAGEHFE
2 C
7
2. HUMAN RESOURCES AL &R
2.1 Resource Planning and Staffing 2.3 Empowering Work Environment 2.5 Leveraging Diversity
BERTEMADZH HETERE FAS M
2.2 People Development 2.4 Total Pay and Recognition
R ERE HEEFMANRE
| - r |
7 N2 A
3. BUSINESS PROCESS 4. CUSTOMER AND MARKET 5. KNOWLEDGE AND
MANAGEMENT FOCUS INFORMATION
EBRFER BEMTSERD AR ME R
3.1 Business Process Management Principles 4.1 Customer First B&ER%E 5.1 Knowledge Sharing

XBRFEERL
3.2 Management Processes EEEF .
3.3 Operational Processes E{ER2FF >
a) Time To Market # H i35 B =
b) Integrated Supply Chain Z& #yfifEHE
¢) Market To Collection Y& R
d) Customer Services % IR1§
3.4 Enabling Processes {225

4.2 Customer Knowledge and Market
Requirements

BEEARMTHER

4.3 Market Segmentation and Coverage

TS BRMBER

4.4 Customer and Market Communications
BEEENTSEA

4.5 Customer and Partner Relationships

HEEER AR NEE

4.6 Competitive and Technology Trend
BRERZAN B

AHD=E

5.2 Quality and Productivity Tools
‘ > mENEENTR

r 5.3 Information Management
EREE

6.1 Customer Satisfaction and Loyalty 6.3
B MR E NS

6.2 Employee Motivation and Satisfaction 6.4
ETBHNREE

1
7

6. RESULTS AR
Market Share
TS EEE
Financial Results

MER

6.5 Productivity
EED

6.6 Profitable Revenue Growth
BFIWEER

Figure 11: The Xerox Management Model
B+— : e




Each element has its own measurement targets. Using benchmarking,
the items within the management model are targeted against world-
class benchmarks. Benchmarking had been a separate item in the
management model. It was later incorporated as one of the Quality and
Productivity Tools. This suggests that benchmarking has become more
pervasively used in Xerox as a standard tool. The practice of
benchmarking is now to a larger extent embedded into the culture and

plays an integral part in the management process.

Integration between Benchmarking and Continuous
Improvement

The annual self-assessment process assures that the targets of each
element are met, improvements are made and the company is going
towards world-class performance levels. It is a continuous process of
improving all business areas. Through regular review of the
effectiveness and extent of quality deployment, Xerox is able to find
out the root causes of success and failure, develop action plans to
ensure targets are met, and highlight the factors to be incorporated in

the following year's targets.

As the elements of the management model are targeted against
world-class benchmarks and the benchmarks are going to move, Xerox
is achieving "'world-class™ performance that its definition is going to

change.
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Hong Kong
i

Hong Kong Productivity Council / Asian Benchmarking Clearinghouse
HKPC Building, 78 Tat Chee Avenue, Kowloon, Hong Kong
Tel: (852) 2788 5830

Fax: (852) 2788 6056

E-mail: abcinfo@hkpc.org

Internet: www.abc.org.hk

BREENRER / SNBSS EED O

BEEBNEEZR T8 HEENKE

E5E 1 (852) 2788 5830

{85 : (852) 2788 6056

EH : abcinfo@hkpc.org

4Gk © www.abc.org.hk

Hong Kong Benchmarking Clearinghouse
Room 801, Chinachem Johnston Plaza
178-186 Johnston Road, Wanchai, Hong Kong
Tel: (852) 2572 6428

Fax: (852) 2960 0988

E-mail: info@hkbc.org

Internet: www.hkbc.org
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American Productivity and Quality Center / International Benchmarking
Clearinghouse

123 North Post Oak Lane

3rd Floor

Houston, Texas

United States 77024

Tel: (1) 713 681 4020

Fax: (1) 713 681 8578

E-mail: apgcinfo@apqc.org

Internet: www.apqc.org
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Australia Quality Council / Australian Benchmarking Edge
Level 2, 69 Christie St

PO Box 298

St Leonards NSW 2065

Australia

Tel: (02) 9901 9999

Fax: (02) 9906 3286

E-mail: mail@aqc.org.au

Internet: www.agc.org.au

The Benchmarking Exchange
437 Coates Drive

Aptos California

United States 95003

Tel: (1) 831 662 9800

Fax: (1) 831 662 9855

E-mail: TBEadmin@benchnet.com

Internet: www.benchnet.com

Deutsches Benchmarking Zentrum (German Benchmarking Centre)
Altonaerstrase 1

10557 Berlin

Germany

Tel: +49-(0)30-3 907 907-0

Fax: +49-(0)30-3 907 907-1

E-mail: info@benchmarkingforum.de

Internet: www.benchmarkingforum.de

Information Center Benchmarking
Pascalstrase 8-9

D-10587 Berlin

Germany

Tel: +49 /030 /39006 - 171

Fax: +49 /030 /393 25 03
E-mail: izb@ipk.fhg.de

Internet: www-izb.ipk.fhg.de



Reading List

American Productivity and Quality Center, 1993, The Benchmarking Management Guide,
Productivity Press, Cambridge, MA

e Balm, Gerald J., 1992, Benchmarking: A Practitioner's Guide for Becoming and Staying
Best of the Best, Quality & Productivity Management Association, Schaumberg, IL

< Bogan, Christopher and English, Michael, 1994, Benchmarking for Best Practices: Winning

through Innovative Adaptation, McGraw-Hill, New York

e Camp, Robert, 1989, Benchmarking: The Search for Best Practices that Lead to Superior
Performance, ASQC Press, Milwaukee, WI

e Camp, Robert, 1995, Business Process Benchmarking: Finding and Implementing Best
Practices, ASQC Quality Press, Milwaukee, WI

e Camp, Robert (Editor), 1998, Global Cases in Benchmarking: Best Practices from
Organizations around the World, ASQ Quality Press, Milwaukee, WI

« Karlof, Bengt and Ostblom Svante, 1993, Benchmarking: A Signpost to Excellence in
Quality and Productivity, John Wiley & Sons, West Sussex

 Strategic Direction Publishers (Editor), The Benchmarking Portfolio: A Complete
Benchmarking Toolkit to Set and Achieve World-Class Performance Targets, Volumes 1
to 4, Strategic Direction Publishers, Uster-Zurich

e Zairi, Mohamed, 1996, Benchmarking for Best Practice: Continuous Learning through
Sustainable Innovation, Butterworth Heineman, Newton, MA

« Zairi, Mohamed and Leonard, Paul, 1994, Practical Benchmarking: The Complete Guide,
Chapman & Hall, New York, NY

The following reference materials can be downloaded at the website of the American Produc-
tivity and Quality Center (APQC):
THSEMPAEEREEEIRBERONRILE T :

The Benchmarking Code of Conduct adopted by APQC
EEEENRREFOERANBETRRA

Process Classification Framework developed by APQC's International Benchmarking Clearing-
house in partnership with Arthur Andersen

EZEEEDRBEHR O Arthur Andersen B & HIE 27 2 B A4
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HKSAR Government industrial Support Fund Project

“Developing Educational Materials to Encourage and Facilitate Hong Kong Manunfacturers
for Quality Transformation™ (AF/3/98)
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Project Management Committee (EBH{TEES)
= Dr. K S Chin, Department of Manufacturing Engineering and Engineering Management,
City University of Hong Kong ($fE41#+)

= Mr. Leslie Lee of Institute of Quality Assurance (Hong Kong Branch) (ZEB 7t 4)
= Mr. Eddie Leung of Paper Communication Exhibition Services (22X & %£4)

= Dr. Albert H C Tsang of Hong Kong Society for Quality (Z#&41&+)

Project Advisory Committee (‘BEEEERIZEE)
= City University of Hong Kong, Department of Manufacturing Engineering and

Engineering Management (E#MM ASEE TR TIEERER)

Hong Kong Productivity Council (ZBL£ENRHER)

Hong Kong Q-Mark Council, Pederation of Hong Kong Industries (F#EEERIZRHR)

Hong Kong Quality Assurance Agency (EBRERER)

Hong Kong Quality Management Association (FAZEEEHE)

Hong Kong Sacietyfor Quality (FAREL2%)

Institute of Quality Assurance, Hong Kong Branch (EBEE2€FEHE)

Paper Communication Exhibition Services (FliBREEH 1)

Quality and Reliability Centre, The Hong Kong Polytechnic University (F/&IE T KE2EGHEF L)

The University of Hong Kong, University Technology Support Centre (&E#BAZRESTES L)



Benchmarking is to learn from people who are doing
better than you are. In fact, you should expect that all
people are trying to do better and better.

So a benchmarker will continue to compare and learn,
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to keep afloat of even harder competition.
This booklet describes benchmarking as an essential
tool for continuous improvement and

business leadership.
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Manufacturers for Quality Transformation.” (ISF Project no. AF/3/98)
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