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Benchmarking
in Six Sigma

Benchmarking can be a key step in
DMAIC

to Improve processes

Good afternoon. We begin today again. We resume the lecture series on six sigma and
the topic today is going to be benchmarking. There will be two sessions. The first session
will essentially, you know, it will describe to you what benchmarking is and the second
half of the lecture which will be also one hour long. We will be discussing how to do
benchmarking, those two things would be covered today. Now, to begin here, something
that | want to remind you of is the DMAIC procedure in six sigma. DMAIC stands for
Define, Measure, Analyze, Improve and Control. In all this the position of a analysis and
benchmarking can actually be a key step.

In that analysis, you basically establish the gap between where you are and where you
want to be. This is what we will be discussing today. We will be doing that over two
lectures. The first one is going to basically tell you what benchmarking is and the second
half we will discuss, how to do benchmarking.
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What is Benchmarking?

A highly structured strategy

for acquiring, assessing, and applying customer,
competitor, and enterprise intelligence

for the purposes of product, system or enterprise
mnnovation and design,

What exactly is benchmarking? Something we got to remember is, it is a highly
structured procedure. It is for acquiring, assessing and applying costumer, competitor
and enterprise. Intelligence basically, what we are trying to do here is, we are trying to
find out if a similar process is in action somewhere else. And we will try to learn the
good things from that and we will identify the gap between that process and our existing
process. Once the gap is know, then of course we can bring in any kind of improvement
methods to try to make sure that we move up from where we are to this point of
excellence. And this can be done for processes, it can be for products, it can be done for
systems, it can be done almost any place, where there is an activity going on. Or perhaps
there is an activity that involves some machines, some people and so on. And you are not
happy with the performance of that particular system this is how we would like to be
able to improve.
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Why Benchmark to “Best Practices,
Processes & Products”

What do you gain?

Let’s see, how we move into this first of all basically. What do you gain by doing

benchmarking? Why should you worry about benchmarking processes and products?
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What exactly is the gain? Is there a gain? There what the problem is, this no matter what
market you are looking at. Customers are actually becoming more demanding and Santa
that is you are the supplier, you are the manufacturer. You must provide new features,
superior performance and all those things you must provide. Otherwise, the customer is

going to go somewhere else, he is not going to like Santa that much. So, basically what



we are really trying to do is. Our mission here, is to improve our existing process and

products to make them more competitive, that is the mission.
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Benchmarking within the

Six Sigma Perspective

That is the reason we do benchmarking. Now, where does it fit within the framework of
six sigma? | mentioned to you six sigma follows this a DMAIC process.
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And in fact, if you look at the status of a particular system or a process or you know
some manufacturing unit. It might be existing today at a baseline level that should might

be existing. So, it could be for example, ¢ p k equal to one by now, by this time you



should know what ¢ p k is it. Actually basically, it tells you how good your
manufacturing process is? What is this capability, meeting customers requirement. Now,
let us say that today you are just able to meet the requirements that is imposed by the
tolerance limits of the customer, that is your base line.

Now, in the short term you might like to move up from that measure of sigma, which is
right now, three sigma for you to perhaps, four sigma or five sigma. Ultimately of
course, what you would like to be able to do is, you would like to look at people who are
at the six sigma level of quality and you would like to move up there. How do you get
there? Where the first thing to do of course, is to identify this gap, try to understand
where you are? If you are really pretty good, then there is no need to change, but suppose
you really find there is a gap between, where you are and where competition is and
perhaps, where you should be, where you want to be able to take on more business.

For example, for that what you have to do is, you have to identify this gap and this can
be done when | compare a to b. | got to have two things to compare. The first thing is my
baseline performance and the second point is provided by this benchmark. Which can be
somebody else product somebody else process and so on.

So, forth that is the comparison | make when | try to indentify this gap. That is there
between my performance and where that benchmark performance is. So, if you look at
the slides here, it says benchmark comes in the analyze phase of DMAIC. It helps define
performance objectives. So, basically what you are doing with benchmarking is, you
identifying the gap and therefore, you are putting up some short term goals for yourself.
You are down here at the baseline level, you want to put up some short term goal for
yourself and perhaps some long term goal, where the benchmark really is and that is,
where you would like to be. This is basically what we would like to be able to do. So,
basically the ultimate goal of benchmarking is understand where your base process is and

also appreciate.

Where that excellence? That level of excellence is or a process that it better than yours
and therefore, it is more competitive or it costless or its more timely and so on.
Benchmarking can be done on any of those (()) timeliness, meeting of requirements and
the cost of production, any of those things can be benchmark. They are generally

speaking you will find someone in the market place someone out there, who is got



performance that is better than yours? And the advantage that he draws, because of that

is he gets more customers, he gets more business. This is what we would like to be.
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This is another picture of the same thing. | have of course, a short term proposition
which is, when my processes is out and which is probably at the three sigma level, that is
not such a good level. That is probably when my percents, when my defects are at the
percent level and if I look at response, Y is shown here as the fraction defective or in

other words here, parts per million that is what | have designated the scale here.

Currently | am at this stage and | know to be able to excel in the market place I have to
get out there. So, | set my objective there and this objective is actually table for me

through this benchmarking process.

The benchmarking process will tell me, what is the best in industry or what is thebest in
worldwide in global pictures. Out of what is the best performance? What is it? Where
someone can find one product or one process or one level of service, that is far better
than where we are today. That is actually benchmarking, that process is called

benchmarking.

There could be short term performance objective that | set up. In this, I will like to be
best in class. | would like to probably; another objective could be that I would like to get

to six sigma level in about 5 years time and perhaps what | would like to be able to do is



most of the defects that | have at the present level, any of these could be done provided |
have a benchmark to compare to. Once | have the benchmark to compare to, I get the

motivation, | get the motivation to get up there.
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It is the process of identifying and learning from best practices. These are practices,
which are basically practice by others who are better than I in DMAIC like if DOE
benchmarking provides an actionable approach, it is an actionable approach in the sense.
Once you identify the gap, the motivation becomes pretty clear. So, the first thing is of
course, identification and the second thing is identify to try to find out what is it that you
want to improve that. You first identify that then, your goal will be to learn from best
practices, that you find around you or in your industry or in your neighborhood or it
could be global any of those things could be there. Those could be your benchmarks.
What | would like to be able to do is, | would like to do a systematic search for this best
practices. Once | do that, I can identify that gap and this is the gap that | am after.

I am here today and the excellence or the benchmark is out there. |1 want to be able to
identify this gap once | know this gap. There will be that motivation for me to change, if
I do not change, competition is probably going to get up there and competition is going

to rob me of all the business that | have today.

That is why we got to benchmark our processes our products.
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What sort of different types of benchmarking methods are there in the practicing world
today? There is something that we call competitive benchmarking. Basically, there you
look at other people who are also in the same kind of business and you try to identify
industry leaders. These are the people who are far ahead in the game and they have the
top performers with very similar operating characteristics. So, if you produce pens, there
may be other guy who is also producing pens. If you produce water bottle, there may be
other people doing exactly the same in somewhere. Perhaps, their quality is better than
yours or their cost is probably lower than yours or their delivery is better than yours and
so on. So, something you got to identify, why he is better than you and therefore, this gap
exists and what you would like to be able to do is, once you understand that gap, you
would like to move up from that lower starter to the starter where the benchmarking, that
is what you would like to be able to do.

So, that is competitive benchmarking. Which is like finding out industry leaders and then
trying to find out what they do? How they get that excellence level of that level of
excellence. That excellence level of performance then there could be functional
benchmarking and this could be done.

For example, you look at anyone, not necessary in your line of business, but you could
be doing an operation that is similar to what you do. For example, people do a lot of

shipping and there is a lot of people work involved in you. Getting an order ready,



getting the material ready, packing it up, you know doing the paperwork, there perhaps
sending some order and so forth. Then you call up your transportation people and so on.
It is a like major process to try to take the goods that you are produced or the product that
you produce out there. Where the customer is, this is the long process. There are good
ways for doing this and there are bad ways for doing this. Now, if you not compared
your method, your existing method to anyone perhaps, your method requires some
examination. Perhaps, you should benchmark your process. Try to find out, who are the
people, who are also engaged in same sort of operation? Which is like in this case

packaging and transporting, may not be in your business at all.

It could be you know packaging, printing books and packaging books to different
bookstalls. You could be doing that. There is another person who probably produces
some consumer product and he is also doing something similar. Your products are quite
different, but the operation you know that you want to benchmark, your operation that
you would like to benchmark, is that process of packaging and calling the transporter and
of course, the price cost delivery all those things are there, that is going to be there for
you to benchmark.

Then there are also possibilities that, within your company there are different
departments and there are some better performer’s. Superior performers within the
company itself. So, they could be secretaries and they have their own style of working or
they could be for example, in a college they could be different teachers, they use
different teaching methods, different media to do the teaching, they use different kind of
lecture plan and different kind of session plan, some session plans are very interactive,
some are like chock and talk type of thing. It could be any of those things. Now, what
you would like to do isin the classroom, our mission as teachers is to impart knowledge

and also impart some skills.

So, that people can carry out the problem solving task. This is what we would like to be
able to do. So, you want to impart knowledge and also, | would like to impart some
problem solving skills. Those two things, we would like to be able to do. Wisdom of
course, we cannot provide in the class that has to be picked up as you grow up. So,
wisdom is something that | keep out of this. We are talking about knowledge and skills
now, different teachers they may have got different method means or different
approaches to accomplish this particular goal.



If 1 get concerned that my student, they are from the same populations. | am teaching
section A and someone else is teaching section B and for some reason, section B seems
to be doing better. There are fewer people, away from the class. Attendance is just
perfect and also they seem to be doing better. When we conduct a test, the same test is
giving to section A and section B, the other section seems to be better than us. One of
things, | should be doing is, sit in that class for a while to try to understand what does
that instructor do that I am not doing. What kind of assignments is he giving, what kind
of interaction does he provide? What does he do in the class? You know does he lecture
or does he really even pose problems? Perhaps or discuss cases or whatever it takes. He

might be doing something that is different.

When | am doing benchmarking, benchmarking is a way to find out what other people
are doing, who are better than us and then, slowly adopt those processes for ourselves.
Then | elevate my positions or my level of performance from here to here, where the

benchmark is.
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Benchmark is a continuous process and as you will see in the slide. It is a continuous
process. It is a process of investigation, that provides valuable input, stimulating
improvement. The input is actually identifying that gap, understanding that gap,
recognizing that gap and that provide, that is what provide the stimulus or the motivation

for the process to be changed from state A to state B.



It is a process of learning from others it is a practical approach as a pragmatic approach,
is not theoretical, You actually go and physically observe processes and operations and
then, you try to find out what all things those people are doing, that I am not doing. | am
always treated myself as someone who is inferior and there is a benchmark to look up to,

that is a chance that | am taking and this is the chance you should take.

When you are open minded and you really want to improve, you should take this chance
that there are people who are better than us and let me find out what they are doing. It is
a time consuming process, it is also labor intensive, this is not something easy, because |
will have to go through a major process of change management. | will have to change my
own thinking, my own operations and so on. | will also have to change people, the
practices that are preparing today in my section, my department, my club those things
also will have to change.

So, there is going to be a large task involved here. It is not going to be easy, but at least |
get a very clear picture, what | want to be. That is the difference, it is not that I am
talking philosophical about improvement, | am now saying here is a benchmark and |
want to reach there. I want to produce a product that is like, this is something that is very
concrete and therefore, it provides a ready reference. If you want to understand what the
gap is, it is all there for you to see and measure and so on and so forth. That is like one of

the things.

In fact, it can be utilized in almost any business whether, it is a production business, it is
a hospital, it is a school or it is a service facility. No matter what kind of business you are
in, there is somebody else who is also involved in the same sort of thing. Now instead of
doing the motherhood kind of thing or the abstract kind of thing its good to improve.
You will be profitable if you just improve your project. Instead of saying that show him
an example and this | have done personally. | have taken a bunch of people who worked
in a particular factory and this is the factory where they made electronic parts and they

had a lot of defects in the production.

Their processes were semiautomatic and they have to wave soldering machine that
produce these electronic parts and electronic assembly on these pen drive circuit board.
And they produce the lot of defects and management was very frustrated, because

management thought they have acquired this new technology and they are done some



training and on and still they are not really getting good quality production, good quality
parts and they had gone on like that for about a year and they were still not improving,
they have done everything motivating you know, giving people time of go of flexi time,
whatever they had done all those things still there was no improvement. In fact, in turned
out that the people did not know that.

This process could be run better, they just did not know that they never seen one like
that it is like. If you have been always tasting one particular kind of sweet and you have
never tried sweet made by a particular store or particular sweet make shop perhaps, you
had never even imagine that the quality of that sweet could be better and this happens.
So, much when we are trying around and so, it could be an experience with a hairdresser,
a school, a classroom, you know, you name it! There are many occasions when you find
that performance is better in a different location for us. Then the goal is to try to
understand that level of performance which is going to be a benchmark. Recognize this
gap there and then do whatever it takes to go from state A to state B. So, that I also
become competitive, | also become best in class and perhaps, | become best globally.
That is what we would like to be able to do.

(Refer Slide Time: 18:01)
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What are the steps, let us just walk through these steps and | am going to give you some
time for you to read this slide here. Basically, | am now entering the zone of how to do

benchmarking, but the very first thing is try to identify the process that is in the need of



improvement, this is very important. So, you select the process and define that defecting
opportunities would be like, if your defect level was lower then perhaps, your
opportunities would be bigger and that sort of thing. So, the very thing you would like to
be able to do is, select your process that produces defective product. This is perhaps in

the need of, in the need of some sort of benchmarking.

Measure the current process capability and this is when 1 bring in ¢ p k. If you
remember, ¢ p k is that measurement of capability of a process in meeting customer
requirements. C p k is that index, ¢ p k is that measure, it is a quantitative measure. Once
you measured your present level of ¢ p k, identify a goal, establish a goal that | want. If
my c¢ p k today is 1.33, | want to move up to 0.66. This is what | would like to be able to

go to.

So, you have set your target there and that is going to be a benchmark. Now, what you
have to do is, you have to understand the detail process in process. So that, you identify
the needs for improvement, you are able to identify the needs for improvement. If it is a
machine for example, are there vibrations in the machine are the tools getting blunt too
quickly it is something mismatch perhaps, cutting speed or something that is not quite
where it should be and so on. So, forth how do you find out? For that you have to look at

a better process.
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Benchmarking Best Practice

2, Select Orgamization to Benchmark

' !

= bl industnes ) funetions which perform vour
II

B Forrmilale sl o world cliss periormasns




So, what we have to do is, we have to select our organization. We have to select our
organization that is much better than mine. So, you select the organization and this could
come from various places. The candidate organization may come from various places, ((
)) friendly with some people and they have a similar business. It may not be in your line
of business also, but they have an operation, that is the same operation that you are trying
to improve, that is all. Outline the industries are function that perform your process, see
you got to have comparable process. At least something that is similar to what you are
doing. Perhaps, you could even formulate a list of world class performance like today for

example, I will give an example.

The Japanese production auto production methods are thought to be right now, these
days to be nearly the best in the world. So, what are the rest of the countries doing their?
Auto manufacturers visiting Japan, they observing the processes in Japan very carefully.
In fact, they have been doing last 10-15 years. They have been doing that and many have

changed in particular.

For example, a USA automakers they have changed many of their practices, because the
benchmark their processes to what the Japanese were doing. We know that the Korean
auto quality improve. How they do it? They again, such some benchmark they again
observed Japanese cars, their performance, their production methods and so on and so
forth.

Then they said, my god if they could, that perhaps we could also do that. So, that it is
some benchmark and they got there. | then contact the organization through appropriate
network, to try to make sure that | get access to their process. | get a chance to go and see
what they are doing. Perhaps, | also get a chance to be able to talk to some people there.
So, | select the organization and | do these steps there.
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Then | prepare for the visit. There is a bit of homework involved in benchmarking. You
have to research the organization and drawn yourself in that process. In fact, what you
have to make sure is, you understand their process pretty well. To be able to have your
eyes open. When your eyes should be open, have your ears open, when your ear should
be open. So, perhaps you will be taking some notes and so on. So, go to the website or do
whatever. Do some secondary research try to find out what kind of business they are in,
what are their processes, who are their suppliers, what is the quality of their supplies and
so on and so forth. Try and find all. As much as you can before go their, then you
develop a detail questionnaire, this is very important, you got to ask the right question

and certainly.

If you have been operating your process, you probably have half a dozen questions. As
it is you probably have those questions there. So, go ahead and make a list of more
questions, you will get in to nuts and bolts, you get into some (()). How exactly do you
team that choose this controller? How to do you work with your vendor? When there is

problem, what you do and so on. What is return policy, all those things.

Write down your questions, because this of this going to be your instrument to collect
information. Then you set up the logistics and send some documents to the organization,
These are basically to get the permission. First of all and you show them the kind of

guestions you are going to be asking them.



Why you are seeking that information and what you will be doing with it and so on and
so forth. Then the kind of questions that you would be asking, get them feed for it,
prepares them better at that point. They will say sorry, we cannot really share what we
are doing. So, in that case you have to go some other company that is a little more
cooperative. Now, that is actually something that you got to do be able to have access. |
will talk some ethical practices in the later half of the lecture which is like, it will be the

second half the second hour.

(Refer Slide Time: 23:28)
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4 Visit the Orpanization

Then you visit the organization, this is like one of the key steps that is, one of the key
steps in benchmark. You visit the organization and this first of all you got to make sure
you are comfortable and you are confident with the homework that you have done. You
got the questionnaire ready, you got the permission with him and so on and so forth. And
then, you try to make sure that you build a rapport with the person that would be dealing

with you.

Got to make sure those people, they feel comfortable talking to you sharing information,
they will be sharing a lot of information, lot of a pretty crucial information and these are
going to be really jobs for you. They are going to be really, they will probably show a lot
of shortcut that you are not familiar with. This is something that you got to be
discovered. So in fact, this is really when there is going to be a right kind of atmosphere

for you to be able to get this information. There after collecting the information after you



had interview, they filled out the questionnaire they answer the question you got to.
Obviously, thank them, because they have given something that would have taken you

perhaps, says a year or two.

If you try to do it on your own and a lot of experiments also and here you are getting a
jumpstart when your car is cold then you got get in and going somehow. So, bring a
another car, which is a good strong car has a strong battery and start that car up. Then
you connect the cables then you turn your key and that is like a jumpstart you have to
jumpstart whenever, you got a cold engine you got to have jumpstart. You are doing
jumpstart the movement you are doing benchmarking, you are doing a jumpstart, that is

really the goal.
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Then of course, in the evening or perhaps, the next day after you come back, you got to
do a debriefing this is like the people that went with you hopefully your own company
people that went with you. They observed all these things, they also heard the answers
and so on. You should sit down and should review all the observation that you took,
compile the report of the visit and this is the time when you try to call because your
memory is still fresh. Those things are still in your mind put them down in a piece of
paper, make sure you write down the answers to those particular. Those crucial
questions, but you did not quite know what to do. That is something that you picked by

doing this benchmarking.



This very important, you compile a list of the best practices now and that will be by
comparing your existing practice to what you saw there and then of course, you
structure. The whole thing you got to make sure you structure it appropriately. So, that
you know there are different aspects of the problem that you are trying to tackle and they

are also pretty clear there.
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Once you done that you retain the new practice and you communicate that your own
people this is very important. So, | have what to do through six steps that start with
basically identifying the process that you like to do and then of course, you identify the
organization and you have a establish some sort of a rapport with them then you prepare
a questionnaire. Go out there, collect information and come back, do a debriefing and
then you record all these things and you try to make this new process. You start practice,
that is you, that is what you would like to be able to do.
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Sources of
Benchmarking Information

Source of information, where you would find benchmarking information? Of course, the
best thing is to as the say go to the horse's mouth and get the information (( )) that is
going to be definitely the best, but that is not the only source. Like in research many
times, we directly implement a questionnaire that is direct research. This is what we call
primary research, but there is another way to acquire information that is called secondary
research. Which is like when you would be going through data basis, going through
literature perhaps, internal publications perhaps, you would find out some create
publications industry data firms and so on.

So, forth | listed them here, industry sources they also have a lot of stuff there.
Newspaper may report certain things customer feedback. That is another way to try to
find benchmarking information. Telephone service could be there, various types of
networking could be there. Reviews might be there, seminars experts talks and so on. So,
lot of ways are there today of course, the internet also is become a great source for

information, this is something that was not there a few year ago 10 years ago.

If you wanted to get lot of information there was no Wikipedia, there were none of these
things and you have to basically hunt, like we did in the old days. We essentially went to
the library pulled out some manual, try to make sure the manual was not too old and that
did not survive. Then of course, we try to you know, talk to the people who really not in

that kind of operation that is going to be live. So, today you can find a lot of stuff right



on the internet. In fact, when you are designing a questionnaire, it is a great way to try to
complete some of this secondary research. Get these questions down so that you have to

the right questions to ask that is something that would be very good.
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Designing a benchmark architecture like almost for anything. To built a house you need
architect and you can comes up with an architecture, he will decide what will be the
shape of walls, the roof, the ceiling, the number of floors and the layout and so on and so
forth. He got to do something like that, you go benchmark, you got to come up with the
plan. Basically, when you talks about designing benchmark architecture, you talk about

the plan, what all things would be there? What is that I will looking at.

I will be looking at certain types of performance that is like pretty well. The central
theme of benchmarking, you got to look at some kind of performance. You are looking
this could be for example, the service that a customer receives from you that level of
performance or it could be the way particular product performance or a services

performed.

They could be benchmarked their core business process. How they are performing that
is also very important support processes and service performance that also is something
there at my performance supplier performance any of these things that would give me
some indication of how, what that gap is like is that performance. All right the way it is

today is it acceptable, is it competitive is it also it is got lower cost and it is timely and



has got short lead time and all those things if those are there then of course, you are
doing fine, but to be able to find that to be able to develop your plan a benchmarking you

got to have these information. So, that is something that | got to have.
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What are some of these customer service measures? Let us now, get into nuts and bolts a
little bit. What we would like to be able to do? This would like to go after those measures
that are really what we call the best measures. When it comes to customer related
measures and these actually come directly from the customer and let us take a look at
some of the things it could be for example, the overall customer satisfaction with
products and services that you offer that is like. One thing that could be measured and
this could be measured by interviews or by rating or by questionnaire or something like
that, or it could be also done by service that is like something that you like to be able to

do customer evaluations of sales and service reps.

These are people who are interfacing with the customer remember that movement of
truth movement of truth in the sense of service provision is the time is. The movement
when the customer in front of the person, who is delivering the service that is the
movement of truth what is the customer experience. How does the customer feel when
all this interaction this interfacing is taking place. So, get some feedback there that that is
like a great source to find out indeed. If you needs some improvement there customer

assessment of your organization understand.



The customer need this is something. So, important I cannot tell you know this is where
you know the lot of things that hide behind this phase there (()) of these there, because
of this (( )) would not be need at. If you do your perfect job here the kind of what list
there, because there was some problems in people sorting out between exciting
requirements function requirements and basic requirements there was some difference,
some confusion there many people did not understand the difference there between these
three classes of (()) any of those things are almost critical when you have to pick a target
then say that this is what | am going to benchmark yes, and this is what | am going to
improve. | am going to target this particular type of performance to improve this is
something | would like to be able to do customer ratings. How clearly does your
organization communicate cost information and perhaps, if there are problems with
certain things that the customer experience with your service or your product. How does
your company communicate with them, at that point in time and delivery terminate this
is also something for which we would like to collect data. So, these are all various

dimension of performance what I have listed.

Here in this slide these are various dimension of performance any of these can be
benchmarked, any of these can be compared to the best in industry, best in town best
within your company and some other division or best globally, any of these performance
aspects can be compared that way customer feelings concerning. How easy it is to
conduct business with company, this is also something we would like to perhaps do some
sort of benchmarking and also of course, the value the customer places in your company.
This is also something very important. Any of these things can be measured you know,
can be gone after and you might be able to get feedback on this and almost for each of
these.

There is a like level of excellence, there is a , that is there, that will be the benchmark
and the whole process of benchmark is to understand the performance can be better.
Where | am today and understand this gap and therefore, if you want to get up there, if
you want to have the kind of business that this fellow has, who is much better than you?
You got to make sure you cover this gap for that. First of all you got to do is
benchmarking. Product and service performance measure some of these are slightly
different from what we have been talking, these again get into nuts and bolts and these
are a bit more specific.
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Let us take a look at these benchmarks in product and service performance. These could
be with accuracy liability timeliness ease of ordering, delivery, packing, ease of
assembling and use documentation that might would with the instruction that would go
with your product. During process after sales service and complete management, these
are the different aspects where you could establish benchmark. There are so many
instances when the sale is made then after that nobody wants to talk to you nobody in the
company want to talk to you. This is pretty deadly, because you probably have a question
or may be e the product as you need when, you open that of the packet may be there was
some problem with it or he did not quite know. How to twist it or how to turn it and so

on.

So, forth how to use the product? You have some questions is there a way for you to
follow up and perhaps, if you are actually having a problem, it could be laptop or
anything like is there is a system company in the suppliers company that handle these
complaints to they have system like that if they do not have one they better find one they
better to benchmark of this process. If they do not do benchmarking of this process it will
never improve from wherever, it is and it is very likely your next machine and your

friends machine will not be purchased from that particular store that is pretty will given,

Your product and service performance may also include the other some other dimension

or measurement for example, warranties, warranty exchanges, returns for example, some



places no questions ask even, if you have use the product for six months you can bring it
back if you are not happy, you will return it around you will probably given and
exchange and this could be done free charge. Now, there are some car makers for
example, who provide with a blanket guarantee. When drive your car for 50,00
kilometers, if you have any trouble at all no questions ask you know your car would be
fixed or if within 5 years, if you have any difficulty any trouble at all with your vehicle
they will take care of it some of them of course, they go they operates slightly different
they also you pay for perhaps labor and we will pay for the parts are free and pay for the

labor of fixing it.

This could happen after one year then of course, the cost is something that you like to
again benchmark and you would like to make sure the cycle time which is like how long
does it take for an order to be complete the process and so on. So, forth and it is also
possible companies now, they also benchmark their market share that something that is
slowly coming into being, because shareholder they are very interest in the valuation of
their whatever, share the might be holding in a particular company they would like to

make sure that those guys they have big fat market share.
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So, there is no danger of going out of business then of course, there are business
processes where, performance can be measured and the business process of course, they

have inputs they have the process itself. Then they have some outputs the result is



hopefully customer satisfaction. So, again if there is business process involved it could
be (()) providing some service, it could be transportation service, it could be the way
students are registered or it could be the way product is return to a store any of these
things. These are business processes there is an input, there is process then, there is an
output and hopefully the final effect is going to be a satisfied customer that is what we

would like to be able to get to.
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So, that is like something that again. We could benchmark on a little picture of what is
going on here. | have input and those could be in the form of people raw material
components customer requirements and capital the next step in the business process is
the actually transportation process. The transportation actually would be it could involve
some sort of design, some production, some services perform then of course, the delivery

of thing, these are the processing steps.

The outputs are these various things, the products services documentation and the results
and the effect on the customer of course, say this is like ultimate goal for doing it all.
Which is like customer needs satisfied customer problems are solved and customer
requirements are met these would be the ultimate goal. Now, any of these steps can be
benchmarked any of these steps can be benchmarked. If you are not happy write at the
end go back into the process a little bit and try to make sure that they are actually once

that you wrote down in ISO 9000 manual as an example.
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What are means, how do we end up. What are the tools required for me excel for me try
to improve the particular process. | am just going to give you a glimpse of that right now
with that is like separate step you identify the gap. Now, these are the means by which
you could narrow the gap training communication empowerment and let me given an
example, this was a supermarket and their deal was that if you not satisfied you could
bring the product back and would take of it would given something and replacement.
Now, naturally for something like a food product you do not want the bottle to be open,
though it can to be open if that is done of course, the customer can only find out he can

or she can only open the thing to find out if the stuff is inside.

So, customer came back and she complaint about the product that she got the material
and she wanted to return it and this was unfortunately it was open and it like you know it
had been used also a little bit, but desk the service desk was empowered to provide and
exchange without any questions. Now this did not require approval from a supervisor or
the store manager. It did not require that the empowerment was such what was the
important for the company was to retain this customer that was important rather than

worry.

What the cost of that thing that is sold, because one satisfied customer is probably going
to tell her neighbor also that you know, I had this problem with this with this product that
I got from there, but they had absolutely no problem with it they took it back and so on.



So, forth this is the kind of relationship that you would like to be build. So, their
empowerment of the appropriate people would go long way to try make sure that is there
the kind of attitude changes in attitude that also something there. Obviously, something
that is very important in terms of soft approaches to try to acquire improvement is
management involvement, if management is involve generally speaking it shows
everyone that management is concerned about it that goes with any of those business
objectives. It choose to be profits, but now, it has expanded from there to the full balance
scorecard and management is concerned about every aspect of that and that is like what
we are truly doing this is this is of course, these sort of things are they come under what

we call soft option to achieve improvement.

Then there are medium strength methods that also produce improvements and those
require of course, setting clear goals and objectives sequencing their actions putting an
appropriate controls there doing some measurements there having the right police and
procedures these are kind of medium option. The medium strength options that also
result in improvement the toughs one of course, are when got to change the plant or some
machines or perhaps, you have to change the supplier, because worry hard today your
process is here today and the benchmark is there and when you when you examine the
gap you find their suppliers are far better than your suppliers. They take better care in
packaging they take better care in delivery they do not really batch their product before
they ship it to you they supply to you things that are just in time the quality is perfect and

SO on.

So, forth in that case you may have to change the supplier, but this is a hard option
money might be involved and none of these things really come free. In fact, even the
previous once they involved some resources, but in the hard option perhaps you have to
change your facilities or do something there perhaps you to have people with better skills
and so on. So, forth technology is also something that you would like to bring in perhaps,
if you want to achieve improvement. So, now, you are thinking of how to match how to
make up this gap? How to basically rise from the level of performance, where | am to
this level where the benchmark is | have to really climb up there that would require these
different options. So, | have go the soft options, | have got the medium strength options

and | have got the hard options they may really require new technology lot of money and



equipment, but you have to survive you have to compete in the business place | have no

choice, but to do these things that is something that would be required there.
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Managing change this is also very important and you got to have a certain attitude. When
you are approaching benchmarking you got to have certain attitude do not try to reinvent
of wheel that is not necessary this is something that, like something you should not be.
So, proud that I want to know how to make coffee myself by doing all the hit and trial
and everything else and | know burn some coffee and | produce bad coffee and so on. So,
forth 1 do all those different experiments not the d e o type of course, you are doing these
experiments by hit and trial that would be like one way. In fact, many people they
keeping reinventing the wheel they keep doing that, because they just to proud to say
there is something. I do not really know they think they know the best and there is reason
to talk to anyone and that is really that does not really save you much borrow

shamelessly.

Wherever you see a good practice adopt it, what is wrong there is somebody drives better
go out with him and kind of ask some questions. You know what do you have in mind
when you are driving it seem to be doing such a perfect job in a crowd | would like to
really understand get some get some exact. So, borrows very heavily and shamelessly
adopt which is like make sure you are in sync with the environment there and advance

make sure that you are moving up as making these changes you are moving up imitate



creatively. We do not really imitate blindly, but you got to make sure you imitate like for
example, many time teachers you power points and they may be able to look at power

point in the media or from a colleague that is pretty well eighty percent there.

So, they could borrow that thing and they could acknowledge, but when they brining
creativity they could add some extra features in it and that has been done even the design
of these slides that we have here for you things. We have change, we have not kept it
exactly the same the way we found it first time or we created the first time we kept
moving on it and we adapt, that means, when we try to get in sync with the environment

we try to do that innovatively we bring in some bit of innovation.
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So, that we are better off there is a certain amount of information required in trying to do
benchmarking and that would really require you to set up some matrices. Obviously, we
will have some benchmarks and we will have some operating statistics these will
produce some data and where do | use this information? | use information in modifying
processes and again in the benchmarking process itself, 1 might be doing that and in
modifying my practices again | utilize this portion. So, this is like a great way to
visualize all the different things that would be acquiring as information how those would

be utilized in a shop once you done benchmarking.
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Process benchmarking this is like when you look in the process itself and you suspect
something is not quite right with the process. At that time you will be doing process
benchmarking again. The steps are the same you identify you locate someone, who is
better than you observe their process ask some questions try to understand what they are
doing differently also, try to understand what is the impact of those differences and if
you think your process could be taken there and deliver a better performance. Then of
course, go ahead adopt whatever it takes to try to make sure your own level of
performance risen from the base level to this benchmark level, that is what you would
like to be able to do this.

Then you would have performance benchmarking this is always there let us say, you
know performance that is at a certain level. Once in a while what you should do is
benchmark your performance, you might be feeling pretty good with your level of
performance like for example, you have stop for (()) and it is in the hands of a particular
investment advisor. This investment advisor who has been doing that benchmark once, a
while compare his performance to other people to other advisors how are they doing?
What sort of risk are they exposing people? What sort of returns are they producing?
What sort of consistency do they have in their performance and so on And so forth shere,

I can very easily benchmark performance and that also can be done quite easily.
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Then there is something that is of (( )) long term perspective that is called strategic
benchmarking. There are certain things that | need to do to be able to compete
effectively. The movement | talk of competition, | am talking about overtaking someone
and | am talking about strategy, | am talking about special ways, special creative ways to
get there competitive benchmark. He is like a great way to try develop some strategies
that will actually get you there. This is something that would like to be able to do,
because in the long run we want to out compete other people. So, strategic benchmark is
also going to be there.
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There are many other many other benefit of course, in benchmarking for example, setting
and refining. The strategy reengineering work processes continues improvement and
strategic planning and goals setting problem, solving education, idea enrichment any of
these things. They become also basically the application different application of
benchmark (()) if I use to benchmarking you will be probably using them in any of these
aspects. So, if you really wonders sometimes do | really have any useful benchmarking
we will look at these activities are you involved in any of those any of those then go back
and look at your benchmark nodes and so on. So, forth and try to see is there is
something | could do. I mean | am running my operation as it is without too much (()) if
I am doing any of these things there is probably I hidden scope there for my utilizing

benchmarking that what | would like to be able to do.
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Widely acknowledged benefits and these are benefits which are not really sited by one or
two different people many people site these benefits and those are like improving
quality, improving the product and services that we provide cost reduction generating
new ideas. There are many others of course, you end up learning faster you set up a
internal operating target that something that, you do also end up with an external view of
your business and certainly the potential also rises. Once you see a high level of
performance your own mind things, | can also be there. You will acquire strength and
knowhow and so on. To raise basically to update your own potential to get that all these
things happen, because it comparing yourself now, to someone who is better than you.
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There are certain things of course, that you must compile with it is not something where
you can get away with almost (( )) that you want for example, when you are trying to
benchmark with a company, with another company please do not misrepresent your
companies identity or your mission do not do that tell them the truth. Tell them why you
want to do, when you are looking for a information, please also be ready to share
information with other companies. If you acquire something be ready to share with
others with permission of course, and also if you got something special be ready to share
that with the company that providing with benchmarking data that is something that you
would like to be able to do. Avoid any kind of proprietary information avoid even asking

for it stay away from that these are some of the things that you should be doing.
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Of course, maintain confidentiality that is something you have got to be able to do avoid
any kind of inappropriate communication and contacts with competition. That is like
something that you should not do that is never really encouraged. It is not ethical it is not
good never propose or enter or engage in a discussion related to any agreement that you
have with a competition with the objective of fixing prices and so on. So, forth if you try
to do some of these things. When you are trying to do benchmarking you are really
playing the wrong game, you should not be doing that and. In fact, if at all possible keep
your communication with the competition at the minimum level at the very minimum

level.
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Consult with your business people and your legal people before initiate any contact with
any competition this is like something where you will be safe and you just want to make
sure that you know, you do not really get into some sort of (()) for example, benchmark
activities or training or suppliers and customer and so on. If very possible some unethical
things might pop and you would like to stay away from that you would like to make sure
that the documentation is when you are documenting contacts and so on. Make sure that
you got legal consult before you doing this whenever, you participate in a trade setting
please, make sure that you again you are in touch with your legal people there and you

are seeking their advise and utilizing their advise their..
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Certain codes of conduct there that also is to be there, when you do personal interaction
of course, be open and share the information that you got to be able to try built some sort
of trust between yourself and the other party that you benchmarking with you must
respect each other rights that is like something we should be able to do.
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There are bunch of legal and ethical gaudiness ethics are by far very important. You
cannot really deny them you cannot really even deny their existent that is like something

if we are denying this of course, we are going to be irresponsible and pretty soon



probably, will be out of business legality is something again. We got to respect, because

we are all part of the same system there that is like something we cannot really ignore.
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Proprietary information again make sure you consult your legal people to understand that
you know there are some protocols to maintain some secretes to maintain and so on. That

is something again you would like to be able to do that is very important.

(Refer Slide Time: 52:43)

Legal & Ethical Guidelines contd.

*  Legnlits: Lutellectual Properis
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Intellectual property this is like something, it is also become important read through the

slides and | put them there for you to take your time and read them and make sure that



you fully appreciate. When | engaging and something that brings in contact with another
company you got to make sure you respect these protocols they are going to be

absolutely important.
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The Benchmarfing Code of Conduct:
Summary

In Benchmarking, remember o
1. Keep it legal:
Be willing to give what you get;
Respect confidentiality
. Keep information internal,
L Use benchmarking contacts,
. Don't refer without permission;
f. Be prepared at inihial contact.

What sort of summary can we then, draw out of the code of conduct business keep your
benchmarking process legal be willing to give what you get. So, make sure that you have
the sharing also in your mind the respect confidentiality that is like something that I
would like to urge you to make that you protect keep information internal, 1 mean
without permission you cannot really share anything with other people there and kind of
contact that you built with benchmarking make good use of them. That is like something
that you should do not refer to anything that you acquire in the process of benchmarking
without the permission of the people, who provide you with that information and also

kindly be prepared means you do your homework before you show up for benchmarking.

This is very important you should be ready, you should have objectives laid out, you
should have process really clearly understood and perhaps, sketches out you should have
the list of questions there you have should the right approach to collect data and so on.
So, obviously, make sure that you are doing your debriefing and so on. When you come
back you will have a good time in implementing the good practice that you have seen
around. We will continue with this in the next session, we will continue with

benchmarking thank you very much, thank you.



