2010 HKMA Quality Award
- Item Notesfor Judging Criteria -

Item notes serve three purposes: (1) to clarifjngeor requirements presented in an Item, (2) to
give instructions and examples for responding toltem requirements, and (3) to indicate key
linkages to other Items. In all cases, the intetbihelp you respond to the Item requirements.

PREFACE: ORGANIZATIONAL PROFILE

P.1 Organizational Description

N1. “Product offerings” and “products” (P.la[l])fee to the goods and services that your
organization offersin the marketplace. Mechanisms for product delivesyyour eneduse
customers might be direct or through dealers,idigtors, collaborators, or channel partners.
Nonprofit organizations might refer to their prodwdferings as programs, projects, or services.

N2. “Core competencies” (P.1a[2]) refers to youganization’s areas of greatest expertise. Your
organization’score competencies are those strategically impodapabilities that are central to
fulfilling your mission or provide an advantage in your marketptaicgervice environment. Core
competencies frequentbre challenging for competitors or suppliers andngssto imitate and
provide a sustainable competitive advantage.

N3. Workforce or employee groups and segmentsu@icy organized bargaining units) (P.1a[3])
might bebased on the type of employment or contract repgrilationship, location, tour of
duty, work environment, familjriendly policies, or other factors.

N4. Customer groups (P.1b[2]) might be based@mmon expectations, behaviors, preferences,
or profiles. Within a group there may be customer segmemased on differences and
commonalities within thgroup. Your markets might be subdivided into madegments based
on product lines or features, distributionannels, business volume, geography, or démtors
that your organization uses to define related niaskaracteristics.

N5. Customer group and market segment requirenfBritb[2]) might include otime delivery,
low defect levels, safety, security, ongoing price otidms, electronic communication, rapid
responseaftersales service, and multilingual services. Stakedralpioup requirements might
include sociallyresponsible behavior and community serviea: somenonprofit organizations,
requirements also might include administrative aesiuctions, ahome services, and rapid
response to emergencies.

N6. Communication mechanisms (P.1b[3]) shouldveeway and in understandable language,
and theymight be in person, via-mail, Webbased, or byelephone. For many organizations,
these mechanisms may change as marketplace, custorstakeholderequirements change.

N7. Customers (P.la[l]) include the users and potentisérs of your products. In some
nonprofit organizations, customers might includembers, taxpayers, citizens, recipients,
clients, and beneficiaries. Market segments mightelierred to as constituencies.

N8. Many nonprofit organizations rely heavily on voleetsto accomplish their work. These



organizations shoulthclude volunteers in the discussion of their worgé (P.1a[3]).

N9. For nonprofit organizations, relevant industry stmds (P.1a[5]) might include
industrywide codes of conduct and policy guidafide term “industry” is used throughout

the Criteria to refer to the sector in which youeogte. For nonprofit organizations, this sector
might be charitable organizations, professional associations and sa&set religious
organizations, or government entitieser a subsectoof one of these.

N10. For some nonprofit organizations, governance amgbrting relationships (P.1b[1]) might
include relationships with major agency, foundationother funding sources.

P.2 Organizational Situation

N1. Principal factors (P.2a[2]) might include diatiators such as your price leadership, design
servicesjnnovation rate, geographic proximity, accessipildnd warranty and product options.
For some nonprofibrganizations, differentiators also might includeuy relativeinfluence with
decision makers, ratio of administrativests to programmatic contributions, reputation for
program or service delivery, and wait times fonsee.

N2. Strategic challenges and advantages (P.2b)tnmglate to technology, products, your
operations, your customer support, your industighalization, your value chain, and people.

N3. Performance improvement (P.2c) is an assesstimension used in the Scoring System to
evaluate the maturity of organizational approachaed deployment (see pages—66). This
guestion isintended to help you and the Baldrige Examinersasebverall context for your
approach to performancemprovement. Approaches to performance improventbat are
compatible with the systems approaptovided by the Baldrige framework might include
implementing a Lean Enterprise System, applying Sigma methodology, using 1SO 9000
standards, oemploying other process improvement and innovatbafs. A growing number of
organizations havémplemented specific processes for meeting goalproduct and process
innovation.

N4. Nonprofit organizations frequently are in a vergmpetitive environment; they often must
compete withother organizations and with alternative sources $omilar services to secure
financial and volunteer resources, membershipbilisi in appropriate communities, and media
attention.

N5. For nonprofit organizations, the term “busines@?.2b) is used throughout the Criteria to
refer to your main mission area or enterprise atjiv



1.0 LEADERSHIP (120 pts.)

1.1 Senior L eadership (70 pts.)

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

N2. A sustainable organization (1.1a[3]) is capafdiieaddressing current business needs and
possesses thagility and strategic management to prepare suftdbs$or its future business and
market environmentin this context, the concept of innovation includesh technological and
organizational innovation tsucceed in the future. A sustainable organizatisoensures a safe
and secure environment for the workforeed other key stakeholders. An organization’s
contributions to environmental, social, and ecomosystems beyond those of its workforce and
immediate stakeholders are considered in its sdaiesponsibilitiegltem 1.2).

N3. A focus on action (1.1b[2]) considers the stgstthe workforce, the work systems, and the
hard asset®f your organization. It includes both innovationdaongoing improvements in
productivity that may bachieved through eliminating waste or reducing €iche, and it might
use technigues such as Six Sigarad Lean. It also includes the actions to accorplizur
organization’s strategic objectives.

N4. Your organizational performance results shdaddeported in ltems 71.6.

N5. For nonprofit organizations that rely on voluntegcssaccomplish their work, responses to
1.1b(1) also shoulddiscuss your efforts to communicate with and engtue volunteer
workforce.

1.2 Governance and Social Responsibilities (50 pts.)

N1. Societal responsibilities in areas criticalytur organization’s ongoing marketplace success
also should be addressed in Strategy Development (eb) and in Process Management
(Category 6). Key results, such as results of @gwy and legal compliangencluding the results

of mandated financiahudits); reductions in environmental impacts thfotlge use of “green”
technology, resoureeonservingactivities, or other means; or improvements in a@oonpacts,
such as the global use of enlightened lgiractices, should be reported as Leadership Outtome
(Item 7.6).

N2. Transparency in operations of your governamuard (1.2a[1]) should include your internal
controlson governance processé&®r some nonprofit organizationan external advisory board
may provide some all of the governance board functions. For thosaprofit organizations
that serve as stewards of public funds, stewardshthose funds and transparency in operations
are areas of emphasis.

N3. Leadership performance evaluation (1.2afight be supported by peer reviews, formal
performancemanagement reviews, and formal or infornvadrkforce and other stakeholder
feedback and survey$.or some nonprofit and government organizatioesternal advisory
boards might evaluate the performanceeiior leaders and the governance board.

N4. Measures or indicators of ethical behavi@t2b[2]) might include the percentage of
independenthoard members, measures of relationships with Btidkr and nonstockholder



constituencies, instances ethical conduct breaches and responses, suesejts on workforce
perceptions of organizationathics, ethics hotline use, and results of ethésgewsand audits.
They also might include evidence that policies, kfmrce training, and monitoring systems are in
place with respect to conflicts of interest andpemuse of funds.

N5. Areas of societal contributions and commusitypport appropriate for 1.2c might include
your efforts to improve the environment (e.g., collaltiom@to conserve the environment or
natural resources¥trengthen local community services, educatarg health; and improve the
practices of trade, business, or professional éetsmas.

N6. The health and safety of your workforce areaddressed in Item 1.2; you should address
these workforce factors in Item 5.2.

N7. Nonprofit organizations should report in 1.2b(a} appropriate, how they address the legal
and regulatory requirements and standards that gofendraising andobbying activities.

N8. For some charitable organizations, societal conitibnsand support for key communities
(1.2c) may occutotally through the missierelated activities of the organizatiom such cases,
it is appropriate to respond with any “extra effgityou devote to support of these communities.



2.0 STRATEGIC PLANNING (85 pts.)

2.1 Strategy Development (40 pts.)

N1. “Strategy development” refers to your organaas approach (formal or informal) to
preparing for the future. Strategy development miglilize various types of forecasts,
projections, options, scenarios, knowledge (sea bR relevant organizational knowledge), or
other approaches to envisioning the future for pses of decision making and resource
allocation. Strategy development might involve fgration by key suppliers, distributors,
partners, and custometSor some nonprofit organizations, strategy develeptrmight involve
participation by organizations providing similar rsices or drawing from the same donor
population or volunteer workforce.

N2. The term “strategy” should be interpreted bipa8trategy might be built around or lead to
any or all of the following: new products; redefioh of key customer groups or market
segments; new core competencies; revenue growtvaviaus approaches, including acquisitions,
grants, and endowments; divestitures; new partigrsand alliances; and new employee or
volunteer relationships. Strategy might be dired¢tadard becoming a preferred supplier, a local
supplier in each of your major customers’ or paghenarkets, a lowost producer, a market
innovator, or a higlend or customized product or service provider.ld3b anight be directed
toward meeting a community or public need.

N3. Your organization's strengths, weaknesses, mppibies, and threats (2.1a[2]) should
address all factors that are key to your orgaron&ifuture success, including the following, as
appropriate: your customer and market requiremeexpectations, and opportunities; your
opportunities for innovation and reteodel performance; your core competencies; your
competitive environment and your performance retatto competitors and comparable
organizations; your product life cycle; technoladiand other key innovations or changes that
might affect your products and services and how pperate, as well as the rate of that
innovation; your workforce and other resource nggdar ability to capitalize on diversity; your
opportunities to redirect resources to higpgority products, services, or areas; financial,
societal, ethical, regulatory, technological, saguand other potential risks and opportunities;
your ability to prevent and respond to emergendiesduding natural or other disasters; changes
in the national or global economy; partner and Bupghain requirements, strengths, and
weaknesses; changes in your parent organizatiohotiier factors unique to your organization.

N4. Your ability to execute the strategic plan é2]) should address your ability to mobilize the
necessary resources and knowledge. It also shaldicess your organizational agility based on
contingency plans or, if circumstances requirehift $n plans and rapid execution of new or
changed plans.

N5. Strategic objectives that address key challergel advantages (2.1b[2]) might include rapid
response, customization,-tacation with major customers or partners, workéoapability and
capacity, specific joint ventures, virtual manutaoig, rapid innovation, ISO quality or
environmental systems registration, \Wadsed supplier and customer relationship management
and product and service quality enhancements. Respoto Item 2.1 should focus on your
specific challenges and advantages—those most fegoto your ongoing success and to
strengthening your organization’s overall perforecan

N6. Item 2.1 addresses your overall organizatiatedtegy, which might include changes in



product offerings and customer engagement procestaesever, the Item does not address
product design or customer engagement strategiesslyould address these factors in Items 6.1
and 3.1, as appropriate.

2.2 Strategy Deployment (45 pts.)

N1. Strategy and action plan development and deptoy are closely linked to other Items in the
Criteria. The following are examples of key linkage

- Item 1.1 for how your senior leaders set and comoati® organizational direction;

- Category 3 for gathering customer and market kndgéeas input to your strategy and
action plans and for deploying action plans;

« Category 4 for measurement, analysis, and knowleadgeagement to support your key
information needs, to support your developmentraftegy, to provide an effective basis
for your performance mea sure ments, and to traolgrpss relative to your strategic
objectives and action plans;

« Category 5 for meeting your workforce capabilitydacapacity needs, for workforce
development and learning system design and needs, far implementing
workforcerelated changes resulting from action plans;

- Category 6 for changes to core competencies, wgdtesis, and work process
requirements resulting from your action plans; and

- Item 7.6 for specific accomplishments relative tmyorganizational strategy and action
plans.

N2. Measures and indicators of projected perforraafx2b) might include changes resulting
from new ventures; organizational acquisitions ergers; new value creation; market entry and
shifts; new legislative mandates, legal requiresiemtr industry standards; and significant
anticipated innovations in products and technology.



3.0 CUSTOMER FOCUS (85 pts.)

3.1 Customer Engagement (40 pts.)

N1. “Customer engagement” refers to your customemgéstment in your brand and product
offerings. Characteristics of engagement includstamer retention and loyalty, customers’
willingness to make an effort to do business—anih¢cease business—with your organization,
and customers’ willingness to actively advocate dod recommend your brand and product
offerings.

N2. “Product offerings” and “products” refer to tigpods and services that you offer in the
marketplace. Product offerings (3.1a[1]) should sider all the important characteristics of
products and services and their performance thmmutglhheir full life cycle and the full
“consumption chain.” The focus should be on featutieat affect customer preference and
loyalty— for example, those features that differatiyour products from competing offerings or
other organizations’ services. Those features migtiude price, reliability, value, delivery,
timeliness, ease of use, requirements for the ndalisposal of hazardous materials, customer or
technical support, and the sales relationship. g@yguct features also might take into account
how transactions occur and factors such as custdatarprivacy and security. Your results on
performance relative to key product features shbeldeported in Item 7.1, and those concerning
customer perceptions and actions (outcomes) sheutdported in Iltem 7.2.

N3. The goal of customer support (3.1a[2]) is tdkengour organization easy to do business with
and responsive to your customers’ expectations.

N4. Customer relationship building (3.1b[2]) mightlude the development of partnerships or
alliances with customers.

N5. The customer life cycle (3.1b[2]) begins in fire-sale period and should include all stages
of your involvement with the customer. This mightlude relationship building, the active
business relationship, and an exit strategy, asopppate.

N6. For additional considerations on products, custosjeand the business of nonprofit
organizations, see Item P.1, Notes 1 and 7, amd Re2, Note 5.

3.2 Voice of the Customers (45 pts.)

N1. The *“voice of the customer” refers to your mes for capturing customeslated
information. Voiceof-the-customer processes are intended to be proactivecantinuously
innovative to capture stated, unstated, and aatieip customer requirements, expectations, and
desires. The goal is to achieve customer engagerh&sténing to the voice of the customer
might include gathering and integrating variouseypf customer data, such as survey data, focus
group findings, warranty data, and complaint ddtat taffect customers’ purchasing and
engagement decisions.

N2. Customer listening information could include rkeding and sales information, customer
engagement data, win/loss analysis, and complatd. d'Actionable information” refers to

specific aspects of your products and customerrdnt®mns that affect customers’ future
relationships with your organization.



N3. Determining customer satisfaction and dissattsbn (3.2b) might include the use of any or
all of the following: surveys, formal and informdéedback, customer account histories,
complaints, field reports, win/loss analysis, costo referral rates, and transaction completion
rates. Information might be gathered on the Wetmuigih personal contact or a third party, or by
mail. Determining customer dissatisfaction shouddsben as more than reviewing low customer
satisfaction scores. Dissatisfaction should bepeddently determined to identify root causes of
dissatisfaction and enable a systematic remedydialduture dissatisfaction.

N4. Other organizations providing similar produ@<sb[2]) might include organizations that are
not competitors but provide similar products inestieographic areas or to different populations.



4.0 MEASUREMENT, ANALYSIS, AND KNOWLEDGE
MANAGEMENT (90 pts.)

4.1 Measurement, Analysis, and I mprovement of Organizational Performance (45 pts.)

N1. Performance measurement (4.1a) is used in daetb decision making for setting and
aligning organizational directions and resource aisthe work unit, key process, departmental,
and organizational levels.

N2. Comparative data and information (4.1a[2]) el#ained by benchmarking and by seeking
competitive comparisons. “Benchmarking” refers tteritifying processes and results that
represent best practices and performance for ginaletivities, inside or outside your
organization’s industry. Competitive comparisonisites your organization’s performance to that
of competitors and other organizations providingikir products and services.

N3. Organizational performance reviews (4.1b) sthiodde informed by organizational
performance measurement, performance measurestaeéptmroughout your Criteria Item
responses, and performance measures reviewed ly seaders (1.1b[2]), and they should be
guided by the strategic objectives and action plscribed in Items 2.1 and 2.2. The reviews
also might be informed by internal or external Bigld assessments.

N4. Analysis (4.1b) includes examining performaricends; organizational, industry, and

technology projections; and comparisons, caffect relationships, and correlations. Analysis
should support your performance reviews, help dater root causes, and help set priorities for
resource use. Accord ingly, analysis draws onyaks$ of data: customeelated, financial

and market, operational, and competitive.

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

N6. Your organizational performance results shd@deported in ltems 7~ZI.6.
4.2 Management of I nformation, Knowledge and I nfor mation Technology (45 pts.)

N1. Data and information access (4.2a[2]) mighvilaeelectronic or other means.



5.0 WORKFORCE FOCUS (85 pts.)

5.1 Workforce Engagement (45 pts.)

N1. “Workforce” refers to the people actively invetl in accomplishing the work of your
organization. It includes your organization’s penmiat, temporary, and péaite personnel, as
well as any contract employees supervised by yogarozation. It includes team leaders,
supervisors, and managers at all levels. Peoplergispd by a contractor should be addressed in
Category 6 as part of your larger work systefs. nonprofit organizations that also rely on
volunteers, “workforce” includes these volunteers

N2. “Workforce engagement” refers to the extentvofkforce commitment, both emotional and
intellectual, to accomplishing the work, missiondarision of the organization.

N3. The characteristics of “higherformance work” environments (5.1a[2] and 5.1ga{8which
people do their utmost for the benefit of theirtousers and for the success of the organization
are key to understanding an engaged workforce. elbbaracteristics are described in detail in
the definition of “high performance work” on pag&. 5

N4. Compensation, recognition, and related reward mcentive practices (5.1a[3]) include
promotions and bonuses that might be based onrpafwe, skills acquired, and other factdms.
some government organizations, compensation sysaemset by law or regulation. However,
since recognition can include monetary and nonnmageformal and informal, and individual
and group mechanisms, reward and recognition systorpermit flexibility.

N5. Your organization may have unique consideratioelative to workforce development,
learning, and career progression. If this is theecgour response to 5.1b should include how you
address these considerations.

N6. Identifying improvement opportunities (5.1c[3})ight draw on your workforcéocused
results presented in Item 7.4 and might involveresing workforceelated problems based on
their impact on your business results reporte@aponse to other Category 7 Items.

5.2 Workforce Environment (40 pts.)

N1. “Workforce capability” (5.2a) refers to yourgamization’s ability to accomplish its work
processes through the knowledge, skills, abilitesl competencies of its people. Capability may
include the ability to build and sustain relatioipshwith your customers; to innovate and
transition to new technologies; to develop new potg, services, and work processes; and to
meet changing business, market, and regulatory aesndWorkforce capacity” (5.2a) refers to
your organization’s ability to ensure sufficienaf§ing levels to accomplish its work processes
and successfully deliver your products to your aongrs, including the ability to meet seasonal
or varying demand levels.

N2. Workforce capability and capacity should coesidot only current needs but also future
requirements based on your strategic objectivesaatidn plans reported in Category 2.

N3. Preparing your workforce for changing capapiiind capacity needs (5.2a[4]) might include
training, education, frequent communication, coesitions of workforce employment and
employability, career counseling, and outplacenaglt other services.



6.0 PROCESS MANAGEMENT (85 pts.)

6.1 Work Systems (35 pts.)

N1. “Work systems” refers to how the work of youganization is accomplished. Work systems

involve your workforce, your key suppliers and pars, your contractors, your collaborators, and
other components of the supply chain needed toysednd deliver your products and business
and support processes. Your work systems coorditteeinternal work processes and the

external resources necessary for you to develapjuoe, and deliver your products to your

customers and to succeed in your marketplace.

N2. Your key work processes (6.1b[1]) are your miggtortant internal value creation processes
and might include product design and delivery, ausr support, supply chain management,
business, and support processes. Your key workepses are the processes that involve the
majority of your organization’s workforce and pregucustomer, stakeholder, and stockholder
value.

N3. Disasters and emergencies (6.1c) might be weethated, utilityrelated, securityelated, or
due to a local or national emergency, includingeptil pandemics. Emergency considerations
related to information technology should be addrdss Iltem 4.2.

6.2 Work Process (50 pts)

N1. To improve process performance (6.2c) and redariability, your organization might
implement approaches such as a Lean EnterpriserBy8ix Sigma methodology, use of ISO
quality systems standards, the PlmCheckAct methodology, or other process improvement
tools. These approaches might be part of your pedace improvement system described in
response to P.2c in the Organizational Profile.

N2. The results of improvements in product perfarogashould be reported in Item 7.1. All other
work process performance results should be repartédm 7.5.



7.0 RESULTS (450 pts.)

7.1 Product Outcomes (100 pts.)

N1. Product results reported in this Item shouldtesto the key product features identified as
customer requirements and expectations in P.1béed on information gathered in Items 3.1
and 3.2. The measures or indicators should addmesss that affect customer preference, such
as those included in Item P.1, Note 5, and Item[Sate 2.

N2. For some nonprofit organizations, product or seeviperformance measures might be
mandated by your funding sources. These measumgdshe identified and reported in your
response to this Iltem.

7.2 Customer -Focused Outcomes (70 pts.)

N1. Customer satisfaction, dissatisfaction, retettop building, and engagement results reported
in this Item should relate to the customer groupd market segments discussed in P.1b(2) and
Category 3 and to the listening and determinatiethods and data described in Item 3.2.

N2. Measures and indicators of customers’ satigfaatith your products relative to customers’
satisfaction with competitors and comparable ozgtions (7.2a[1]) might include information
and data from your customers and from independgatnizations.

7.3 Financial and Market Outcomes (70 pts.)

N1. Responses to 7.3a(1) might include aggregatesunes of financial return, such as return on
investment (ROI), operating margins, profitability, profitability by market segment or customer
group. Responses also might include measures @indial viability, such as liquidity,
debtto-equity ratio, days cash on hand, asset utilizatiowl, cash flow. Measures should relate to
the financial measures reported in 4.1a(1) anditl@cial management approaches described in
Item 2.2.For nonprofit organizations, additional measureghtiinclude performance to budget,
reserve funds, cost avoidance or savings, admatige expenditures as a percentage of budget,
and the cost of fundraising versus funds raised.

N2. For nonprofit organizations, responses to 7.3a(dyhhinclude measures of charitable
donations or grants and the number of new progranservices offered.

7.4 Workfor ce-Focused Outcomes (70 pts.)
N1. Results reported in this Item should relatpriacesses described in Category 5. Your results
should be responsive to key work process needsridedcin Category 6 and to your

organization’s action plans and human resourceookfarce plans described in Item 2.2.

N2. Responses to 7.4a(1l) should include measurdsiraticators identified in response to
5.1c(1).

N3. Nonprofit organizations that rely on volunteers shibinclude results for their volunteer
workforce, as appropriate.



7.5. Process Effectiveness Outcomes (70 pts.)

N1. Results reported in Item 7.5 should address kew operational requirements as presented in
the Organizational Profile and in ltems 6.1 and B&lude results not reported in ltems-7. 4.

N2. Results reported in Item 7.5 should provide kdgrmation for analysis and review of your
organizational performance (ltem 4.1); demonstusie of organizational knowledge (ltem 4.2);
and provide the operational basis for product aute® (Item 7.1), customdéocused outcomes
(Item 7.2), and financial and market outcomes (I%e8).

N3. Appropriate measures and indicators of workesysperformance (7.5a[1]) might include
audit, justintime delivery, and acceptance results for exteyrabvided products, services, and
processes; supplier and partner performance; ptodevice, and work system innovation rates
and results; simplification of internal jobs and jolassifications; work layout improvements;
changing supervisory ratios; response times forrgemey drills or exercises; and results for
work relocation or contingency exercises.

7.6 Leader ship Outcomes (70 pts.)

N1. Measures or indicators of strategy and actian pccomplishment (7.6a[1]) should address
your strategic objectives and goals identified iib21) and your action plan performance
measures and projected performance identifiedZa(8) and 2.2b, respectively.

N2. Responses to 7.6a(2) might include financialeshent issues and risks, important internal
and external auditor recommendations, and managé&nresponses to these mattdfer some
nonprofit organizations, results of IRS 990 audito might be included.

N3. Regulatory and legal compliance results (7 pal3ould address requirements described in
1.2b. Workforcerelated occupational health and safety results.,(©gcupational Safety and
Health Administration [OSHA] reportable incidenst)ould be reported in 7.4a(4).

N4. For examples of measures of ethical behavidrstakeholder trust (7.6a[4]), see Iltem 1.2,
Note 4.

N5. Responses to 7.6a(5) should address your @agéon’s societal responsibilities discussed in
1.2b(1) and 1.2c¢(1), as well as support of thed@mymunities discussed in 1.2¢(2). Measures of
contributions to societal welleing might include reduced energy consumption; uke of
renewable energy resources, recycled water, aednattve approaches to conserve resources
(e.g., increased audio and video conferencing)tl@dlobal use of enlightened labor practices.



