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ABSTRACT
AN EVOLUTIONARY PROCESES MODEL FOR THE EFFECTIVE DESIGN
AND IMPLEMENTATION OF FORMAL BENCHMARKING
Greg Burke

The objective of this research is to examine the
introduction and development of benchmarking (BMK) practices
within organizations. A number of benchmarking key success
factors have been derived from the literature. These factors
include the level of top management support, benchmarking
knowledge and expertise, gquality maturity, team skills,
process owner involvement, performance expectations,
structural characteristics, and the 1link to the customer.
These success factors were used to define a model which
characterizes the stages of benchmarking evolution. The model
was tested by comparing the patterns of introduction and
development within several firms that have utilized
benchmarking practices. The results of the analysis
identified two more refined models of benchmarking
development. Each model addresses key managerial
considerations when planning BMK use; in addition, the models
may be employed as roadmaps to guide the efforts of managers

currently using BMK within their organizations.
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CHAPTER 1
INTRODUCTION
1.1 INTRODUCTION

A benchmark can be described as a "best-in-class"
achievement. It can be a 1level of service provided, a
process, or a product attribute that sets a standard in
excellence against which others are compared. The formal
benchmarking process is a systematic and continuous approach
which involves identifying a benchmark, comparing against it,
and identifying practices and procedures that will enable
firms to become the new best-in-class (Camp 1989, Spendolini
1992). Benchmarking practices trigger discontinuous and
incremental improvements in products, processes, and services,
which ultimately lead to competitive advantage and customer
satisfaction (Camp 1989).

Effective benchmarking is not simply comparing the
performance of one company to another. It is an active search
process that identifies which companies are best at performing
specific activities, uncovering why they are the best, and
transferring that knowledge into action plans which can be
used to improve existing practices above and beyond the
current "best-in~-class".

Formal definitions of the process often differ between
firms based on their experiences and their perceptions of
benchmarking as a practice (Mittelstaedt 1992). Xerox, a

pioneer of benchmarking strategy and practices defines it as



" _.the continuous process of measuring our products,

services and practices against our toughest competitors

or those companies renowned as the industcy leaders."

Evans-Correia 1991, 135

Related definitions provided by the International Benchmarking
Clearinghouse read:

", ..a process in which companies target key improvement

areas within their firms, identify and study best

practices by others in these areas, and implement new

processes and systems to enhance their own productivity
and quality."

Mittelstaedt 1992, 302
and

"...the process of continuously comparing and measuring
an organization with leaders anywhere in the world to
gain information that will help ine organization take
action to improve its performance."

American Productivity and
Quality Centre 1992

The common theme running through each definition is that
benchmarking uses external comparisons to promote change and
to make both discontinuous and incremental improvements in
products, procesces and services which ultimately lead to a
source of competitive advantage through improved customer
satisfaction (Camp 1989).

Frequent problems for which the benchmarking process
would be used in practice include: identification of a
prodblem or weakness in the organization, 1low customer
satisfaction, the need to establish new levels of quality,
performance or cost, or wanting to know how a firm’s products
rank against those of the competition in terms of reliability,
functionality, and cost (Digital Equipment Corp. 1992).

2



1.2 WHAT I8 BENCHMARKING AND WHAT ARE ITS8 BENEFITS

While benchmarking is a distinct quality improvement
activity, it is not intended to be a standalone process, but
rather an integral comporient of a comprehensive total quality
management (I'QM) program. TQM programs encompass quality
control tools and methods which include, but are not limited
to guality function deployment, statistical quality control,
and cycle time reduction (Digital Eguipment Corp. 1992, Gunn
1992).

Benchmarking rromotes proactive change in that the focus
is not only on quantifiable results (metrics) but on
identifying practices and processes (enablers) that produce
superior products and services (Bogan and English 1994,
Digital Equipment Corp. 1992, Watson 1993). Therefore, when
BMK is added to TQM programs, the framework for achieving
total customer satisfaction and cost competitiveness is
strengthened (Digital Equipment Corp. 1992, Thor 1994, Watson
19c3).

It is important to note that benchmarking is a distinct
inforration gathering activity that is separate from other
comparable processes which include site visits, reverse
engineering, competitive analysis, and reengineering (See
Table 1). Site visits are often used for idea generation, but
generally lack the focus required for the transfer and
application of new practices. Reverse engineering is

concerned with the functionality and characteristics of
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competing products, without examining the process used to
produce them. Traditional competitive analysis is generally
used to influence business decisions, relying on information
relating to markets, products, and services relative to
industry competitors. Reengineering focuses on the radical
redesign of a company’s processes, organization, and culture
(Hammer and Champy 1993). Contemporary benchmarking differvs
from all of these practices in that it places heavy emphasis
on processes and practices, rather than an "after the fact"
analysis, although it can include reverse engineering, site
visits, or competitive analysis as a subset or element of the
information gathering process.

The practice of benchmarking was first given prominence
in the early 1980’s when used as an improvement tool by Xerox
to meet required levels of product cost and quality. 1In the
mid-1970’s, Japanese manufacturers began to enter the low
price copier market. Their products were cheap, reliable, and
easy to use. Xerox watched their share of the U.S. copier
market drop from 96 to 46 percent (Garvin 1988). To address
this challenge, the corporation undierwent a reccructuring from
a functional basis to a strategic business unit basis.
Divisional management also began to study Japanese quality
practices, including a careful analysis of Fuji-Xerox, its
joint venture in Japan. As a result of the study, new quality

programs were put in place, including a large scale

benchmarking initiative (Camp 1989, Pryor 1989).




The introduction of benchmarking marked a major
philosophical shift for the company. Once an introspective
company that focused solely on its own performance, Xerox
began to focus on external competitors, relative improvement,
and the identification and reduction of performance gaps (Camp
1989, Garvin 1988). As a result of these initiatives, some of
the gains to date that can be attributed to the introduction
of benchmarking (Garvin 1988) include:
~ Unit manufacturing costs are half of comparable 1980 product

costs for the same products.

- Machine defects have decreased by over 90%.

- Inventory months of supply has been reduced by at least two-

thirds.

- Service labour costs have been recduced by 30% since the

inception of benchmarking.

Recent statistics from the International Benchmarking
Clearinghouse in Houston, Texas (American Productivity and
Quality Centre 1992) based on a survey of 76 of its member
firms indicate:

- Banchmarking is a necessary tool for survival, but most
firms do not know how to do it. Ninety-five percent of
the companies surveyed agreed that most firms do not know
hew to benchmark, and eighty-nine percent believed
succes: can take place only if top management is

committea to the process.



- Leading companies from most industries are benchmarking,
and ninety percent of the benchmarkers have an active
TQM program under way.

- Most firms consider themselves to be beginning users of
benchmarking.

- The foctor- encouraging firms to benchmark include top
managemen: commitment and the desire for improved
customer service, financial performance, and product
development cycle and delivery time.

- Eighty percent of the firms indicated that they use a
benchmarking process model, but the specific number and
nature of steps varies greatly. Common steps in the
benchmarking process include preparing, researching,
selecting benchmarking partners, collecting and sharing
information, analysing, adopting and improving.

- The key factors in benchmarking are "understanding your
process” and "process owner involvement". A proress
owner is a group or individual directly responsible for
a given function or operation and who assumes the risk
and responsibility associated with it.

- Benchmarking studies fail because of poor planning,
lack of process owner involvement, lack of top management
support, and insufficient skills.

Until the late 1980’s, very little emphasis was placed on

benchmarking, either as a dedicated process, or part of a

larger improvement program (Camp 1989, Grayson 1992,



Spendolini 1992). The emphasis on benchmarking has changed

markedly in the 1990’s, and numerous reasons have been cited
as to why benchmarking must play a larger role in competitive
strategy at both the national and organizational ievel.

*"If the U.S., collectively, doesn’t benchmark, it is
likely to lose in global competition.®

Grayson 1992, 8

Grayson, Chairman of the APQC, notes the failure of U.S.
industry to learn the competitive practices of other nations,
which has greatly contributed to America’s lagging
productivity growth relative to competing nations. Although
some improvements in competitiveness are being made in
selective industries, he arcues the process is "neither fast
nor deep enough" to maintain competitive positions. Grayson
argues that the two best change tools available to accelerate
the competitiveness of U.S. firms, are TQM and benchmarking
(ivid).

This point of view is well shared by leading benchmarking
firms and industry consultants. Other arguments prcpelling
benchmarking forward as a competitive tocl include 1) the
potential for breakthrough thinking, process change and idea
sharing 2) the introduction of benchmarking as a key criterion
of the Malcolm Baldrige National Quality Award, and 3) the
above mentioned increase in global competition (American
Productivity and Quality Centre 1992, Bogan and English 1994,
Camp 1983, Grayson 1992, Mittelstaedt, 1992, Spendolini 1992,

Watson 1993).




1.3 OBJECTIVES OF THE STUDY AND RESEARCH QUESTICN

The infoirmation I obtained from involvement in a local
benchmarking interest group has demonstrated that benchmarking
is not as widely practised as other tools of total quality
management. Although benchmarking is not a "cure all"
improvement practice, it can be used to increase the
competitive stance of firms by promoting performance targets
that are based on hard data. However, its potential as a
quality tool has not been tapped by many organizations; in
fact, many firms in the above mentioned local group were just
beginning to explore benchmarking. Part of the problem for
these firms was the lack of applied literature on the subject.
Many of the interest group members simply did not know where
to begin, others wanted to see concrete results from
benchmarking studies before they planned to undertake one of
their own. 1In addition, most firms in the group were unsure
if they could benchmark given the absence of processes they
felt had to be in place in order to support a benchmarking
project. These problems suggest that some framework of how
benchmarking practices are introduced and evolve is warranted.

The purpose of this research is to introduce a formal
developmental model of the benchmarking process by identifying
key variables in the benchmarking process that evolve over
time as the firm’s use of benchmarking increases. These

variables include key factors for benchmarking to be

successful such as the level of top management support, teanm




skills and training, and ownership of the benchmarking
process.

These variables will be used to define and characterize
stages of benchmarking evolution. For example, there should
be an initial stage during which the firm is introduced to the
concept o2f benchmarking. The stage should contain some
specific activities and events such as seminars or overviews
provided to senior managers (by specialized external
consultants) on the potential value of benchmarking. The
outcomes of these activities wculd affect how benchmarking
would evolve within the company leading to the creation of
additional stages of development The results of this
research can be used to generate insight into the process of
benchmarking development and to indicate some of the
roadblocks arnd facilitators to the practice at each stage of
evolution.

The specific research question to be addressed in this

thesis is:
%hat are the stages of benchmarking development within
organisations and how do variables that characterisze effective
benchmarking and organigsational support for effective
benchmarking change over time ?

To address the research gquestion, numerous areas of
literature will be reviewed. First, the benchmarking
literature, especially on user process models (the steps

required to conduct a benchmark study) will be examined in



order to extract key success factors (which are the variables
that characterize effective BMK and BMK support) of the
benckmarking process. Secondly, an examination will be made
of selected literature on the innovation process, and on
organizational learning. Finally, a number of developmental
process models from the social science domain will be
analyzed, in order to draw parallels between these models and
the development of benchmarking. From these sources of
research, a theoretical model of benchmarking development will
be proposed.

It should be noted that there is 1literature on
evolutionary processes which depends on biological analogies
(Campbell 1969, McKelvey 1981). However, this research te.ds
to focus on populations of organizations undergoing change,
rather than on the change processes within specific

organizational types. Therefore, this literature will not be

integrated into this study.




CHAPTER 2
LITERATURE REVIEW

In section 2.1, I will overview a number of benchmarking
articles and publications that cover the basic tenets of BMK,
rationale for BMK use, and the steps required to undertake BMK
studies. In section 2.2, I will examine the process of
innovation, and relate some key concepts of innovation theory
to possible parallels in BMK innovation and development. 1In
section 2.3, I will demonstrate how BMK serves as a means of
organizational learning, and how initial learning can be used
to foster BMK evolution. Finally, in section 2.4, I will
illustrate two existing models of evolution which will be used
to develop a preliminary model of BMK development.
2.1 BENCHMARKING LITERATURE

2.1.1 OVERVIEW

Although literature on the subject of benchmarking has
increased as a result of the factors noted above, it is still
not well dev-:loped. In particular, there is a lack of
research oriented literature on the benchmarking process.
This presents a problem for many managers in that the existing
research is mainly conceptual in nature, and provides little
insight on the practical application of the benchmarking
process and related issues. The aim of this paper is to
provide scme empirical research that will clarify some of the
key issues managers will face should they wish to introduce

benchmarking to their organizations.
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Based on discussions with benchmarking managers and
consultants, some of the reasons for this shortage of
empirical work include:

- benchmarking provides an important strategic advantage
and as such, detailed information on its use and results
is guarded internally,

- benchmarking cases cover proprietary subjects, and

- several benchmarking specialists noted that with respect
to benchmarking case studies, often the information is
not that proprietary, but the gains and insights yielded
from the study indicated significant weaknesses in
current operations which might prove embarrassing and
even damaging.

The discussions also revealed that most firms were
willing to discuss the application of benchmarking within
their firms. The proprietary issues were more related to the
types of benchmarking performed, the nature of a particular
study, and benchmarking partner confidentiality. By avoiding
the specific issues of a benchmarking study, and focusing on
the r<lated processes and activities, information can be more
readily acquired. Firms that intend to examine benchmarking
as a practice will have significantly greater interest in how
the process is introduced and disseminated within
organizations. This paper will provide insight on these

issues, as well as identify practical considerations such as
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facilitators and roadblocks to the development and use of
benchmarking.

The available literature can be divided into three main
groupings. The first category focuses on the need to
implement benchmarking practices in order to remain
competitive. This literature provides a generic overview of
the process of benchmarking (ie: basic principles of BMK as a
quality tool), and often provides suggestions for undertaking
small scale studies (Bemowski 1991, Camp 1989, Maturi 1990,
Mittelstaedt 1992, Spendolini 1992).

While this 1literature is useful for learning about
benchmarking basics, it is of little use to those wishing to
explore the topic in greater depth. However, recent
literature from the benchmes ‘king community (Bogan and English
1994, Kaiser Associates 1994, Thor 1994, Watson 1993) has
begun to examine benchmarking in much greater depth. This
newer literature has addressed some of the limitations of
earlier publications by adding a strategic and organizational
competitiveness dimension to benchmarking use.

The second category of literature focuses on benchmarking
methods, strategies and detailed models that can be employed
by each organization in conducting studies. Noted
benchmarking companies such as AT&T, Motorola, Digital
Equipment Corporation, and Xerox have each developed
multistage user process models which can be used either as is,

or as baseline guides for a customized user process unique to
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each organization (Camp 1989, Digital Equipment Corp. 1992,
Mittelstaedt 1992, Watson 1993). It should be pointed out
that these mulitistage process models are for the benchmarking
user process (ie: step by step how-to guides), and do not
address how the practice of benchmarking itself develops and
evolves within organizations.

While these models are useful for developing a benchmark
framework, they do not permit firms to assess their current
abilities to successfully implement benchmarking practices.
This research will go beyond existing user process models to
address how benchmarking developed within severai firms. It
will examine some of the key issues and choices that have made
benchmarking practices an integral part of corporate strategy
in some firms, and an insignificant peripheral activity in
others.

The final category of benchmarking literature is that of
case examples. Some firms will share their benchmarking
experiences, generically citing the qualitative and
guantitative improvements they have obtained through
successful projects (Bogan and English 1994, Camp 1989,
Mittelstaedt 1992, Pryor and Katz 1993, Watson 1993).
However, many benchmarking projects cover areas that are
proprietary in nature. Additicnally, the strategic value of
benchmarking is seen as a competitive advantage. Tris often
results in case examples that are not only vague with respect

to information disclosure, but also to the ways in which
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information was elicited and collected.

The body of literature on benchmarking is growing, Lut a
review of a large number of articles, papers, and journals on
the subject all reiterate the same concepts and ideas put
forth from the start, providing minimal value-added <*o
managers wanting to go beyond benchmarking basics. The value
of this research will be in its empirical approach; to
elaborate on existing benchmarking practices in several
organizations and provide direction for firms wanting to learn
more about the togpic.

2.1.2 KEY BENEFITS OF BENCHMARKING

Benchmarks establish a standard of excellence that
legitimize organizational goals and objectives since they are
proven achievements (Camp 1989, Watson 1993). This motivates
employees to set realistic and challenging goals, and to set
higher performance standards since the external focus on the
benchmark reduces resistance to change (Spendolini 1992, Thor
1994’ .

As noted above, BMK allows for consistent and objective
decision making based on objective data rather thaa intuition.
Through the adoption of best practices, productivity can
increas., technological breakthroughs result, and new industry
leaders are established.

Possibly the most important benefit is the customer focus
that is the core of the benchmarking process. When

considering the role that customers play in new product
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development, lead user processes, and their overall importance

as the 1lifeblood of a corporation, it 1is critical that

customer requirements set the direction for any firm’s
benchmarking activities (Digital Equipment Corp. 1992, Thor

1994) .

A final benefit that BMK can provide is in its potential
to effect long term strategic change. While the short term
orientation of benchmarking is to catch up to an industry
leader, the long term goals of the process are to eventually
leapfrog these leaders and push the organization to become the
new best-in-class (Camp 1989, Sperdolini 1992).

2.1.3 TYPES8 OF BENCHMARKING

There are four general types of benchmarking:

1) Internal to the organization: While this arrangement has
advantages relating to common data measures and
confidentiality concerns, there are also negative aspects
to this approach including internal biases, and the fact
that the internal partner may not be the best-~-in-class.

2) Functional: By comparing business functions that are
similar to those of firms in similar industries, the
prospects for knowledge sharing and corporate acceptance
are favourable, but can lead to missed chances by
examining the process too carefully instead of examining
the nature of the work (ie: they examine sirilar
practices in their industry, instead of any industry

performing similar practices).
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3) Competitor: While clearly identifying advantages and
disadvantages, many firms are reluctant to share
strategic information with competitors, or are
uncooperative. Legal issues can also be a significant
concern in price competitive industries. A final
consideration is that firms may assume that competitors

have the best practices, when in fact they may not.

>
-

Generic: Choosing organizations with similar products in
different industries (ie: automobile and small plane
engines) is a common form of benchmarking, and can
provide insight to practices that may not yet exist in
particular business domains. The risk involved is tnat
practices observed may not be easily transferable across
industries.

2.1.4 REPRESENTATION OF THE BENCHMAPKING USER PFOCESS

The user process can be defined as tre steps taken in
conducting a benchmarking study. They are well defined,
sequential methods that aim to lead users through the various
stages of a benchmarking project (Hatz 1993, Thor 1994).
Numerous companies have developed multistage models of the
process, including Digital (4 quadrant), Xerox (10 step), AT&T
(12 step), Alcoa (6 step), and IBM (14 step). Although each
firm may tailor a process to their own needs, each process
model incorporates five basic activities, which include

determining what to benchmark, team formation, partner
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identification, <Jdata collection and analysis, and results
implementation (Spendolini 1992).

The user process addresses how ©o conduct a step-by-step
benchmarking process. It also provides indications of the
resource commitments required by the firm in order to
undertake benchmarking studies. In addition, critical success
factors of the user process may be useful variables to measure
Fenchmarking evolution. Since the user process will bring to
light a number of factors critical to the evolution of the
practice, several user process models were examined and a
number of benchmarking success factors were drawn from themn.
A more detailed overview of the user process may be obtained
from a number of sources (American Productivity and Quality
Centre 1992, Camp 1989, Mittelstaedt 1992, Spendolini 1992,
Watson 1993).

2.2 LITERATURE ON THE PROCES8S8 OF INNOVATION

2.2.1 OVERVIEW

It is important to note that benchmarking is not a
technological innovation process, but a managerial one since
it relies on a reconfiguration of existing management
practices and methods rather than on the use of new tools or
technologies. Introducing a managerial innovation will
reouire the support of a significant number of individuals
within the organization (Daft 1378, Kimberly 1981). Without
this support, internal resistance may arise from real or

perceived incompatibilities between the nature of the
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innovation and the existing configuration of interests and
resources (Kelley 1976, Walton 1975), making the likelihood of
adoption poor.

While technical innovations often come from experts in
the technica) core of the organization (Zaltman et. al. 1973,
Daft 1978), managerial innovations frequently originate from
administrative levels (Daft 1978). Regardless of the source,
organizations must develop the ability to critically evaluate
internal and external contingencies, in order to adopt
innovations that provide ther the greatest utility, while
discarding those that do not measure up to minimum
expectations (Kimberly 1981).

It is also important to recognize that not all managerial
innovations will be right for all organizations at the same
point in time. At any given time, organizations are in
different stages of their life cycles, and facing different
internal and external constraints. What is appropriate for
one firm may be wholly inappropriate for ancther (Kimberly
1981).

2.2.2 BTAGES OF INNOVATION

The value of 1 stage model fcr the development of an
innovation can be argued from two aspects. Hage (1980) notes
that conflicts and resistances are more likely to occur at
certain times during the innovation change wrocess, thus
distinguishing between these time periods i= worthwhile. More

importantly, each stage represents a new functional problem
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