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The term Benchmarking originates from Survey work where the relative heights of land or other features are `benchmarked' against some reference.  In this case the `benchmark' feature is usually the highest hill or mountain in the vicinity.





In the commercial or industrial world the term is used to describe activities which are aimed to make comparisons against `best' or `better' business practices.  In this case when properly applied, benchmarking may be conducted in some principle categories.  These are know in DHI as the seven point benchmark plan.





	1.	Customer surveys


	2.	Competitor analysis


	3.	Best in class business processes


	4.	Best in class technological processes


	5.	Best in class task performance


	6.	Internal cultural surveys


	7.	Financial performance





1.	Customer Surveys





	The objective here is to determine customer attitudes towards our organisation relative to the competitors.





	Key factors include perceptions related to the relative qualities of:-





		Deliverables - Quality, price, delivery


		Support service


		Attitudes


		Corporate image





	In the past three to four decades there has existed a predominantly sellers market for most products and services.  This has changed dramatically in the past few years with the result that the developed world has an over capacity for the production of most items.  In a sellers market when a supplier can sell everything he can make unfortunately Quality is almost the last thing he thinks about.  All he will be concerned with is how to get more products out of the door irrespective of customer needs.   In this environment it would appear that the most successful business strategy is that which maximises volume at minimum cost regardless of Quality.


	


	In a buyers market, the customer becomes king, and can pick and choose.  Survival in the market demands a very different strategy and very different rules.  Many organisations are experiencing considerable difficulty in adapting to this changed situation.  The root of the problem is the fact that almost all businesses are by 


	their nature `product orientated'.  This is natural, and not unreasonable provided that the limitations of this fact are recognised, with its inherent vulnerability.





	The effect is to believe that due to technical know-how, the producer or supplier knows better than the customer.  In the case of production of product features this is certainly true but unless care is taken there is the risk that the supplier may design or build a perfect product or service which perfectly misses the requirements of the customer.  This is an extreme case but what is more likely is the possibility that some competitor may be closer.  It does not mean that the company produces a poor product, it simply means that it may be wide of the mark when considering `customer satisfaction'.  There are no absolutes in Quality.  As Einstein said `all things are relative'.  





	The key questions are:-





		What does the market think of us?


		How can we find out?


		How does a scientific market study compare with our own perceptions?





	The study should include not only our loyal customers but where possible those who go to the competition.





2.	Competitor Analysis





	Much of this can be obtained from a well designed customer study and from customer focus group activities.  However, there are many items related to the competition which cannot be determined from this type of study.  In addition we will want to determine competitor strengths and weaknesses in terms of business results and from the remaining 5 points in the benchmarking plan.





	This is an area where Japanese competitors are particularly thorough and refer to the analysis as `looking for the loose brick'.  Here they are attempting to discover an exploitable weakness through which they may gain a market advantage.  Where they discover a strength they will put plans in action to reduce the importance of the advantage.





	Competitor analysis is often referred to as `industrial espionage' but this usually refers to technical secrets.  Of course, this is important but it is likely that more businesses fail due to the adoption of inferior business strategies than to inferior product features.





	Sources of this type of information can be found in the list attached to this paper.





3.	Best in Class Business Processes





	The CEO of Hewlett Packard Mr John Young once said `we used  to compete in units of product, now we compete in units of time'.  Product development times have reduced in the case of automobiles from 5 years to 22 years.  There are many other examples.  These improvements are not made through any form of exhortation cascade but by seriously challenging the ways of the past.





	


	Fortunately, in this aspect of benchmarking we do not need to use any form of subterfuge to prize secrets from our competitors since most business processes are common to competitors and non competitors alike for example Just in Time or stockless production principles.  To obtain information on these aspects, the same sources as for point 2 can be interrogated.





4.	Best in Class Technological Processes





	This is probably the easiest form of benchmarking and is familiar to most people.  Here we are generally talking about `off the shelf' technology and information about this is usually paraded in magazines and advertisements.   Of course, there are cases where companies seek to obtain a competitive advantage through then development of their own technology but this is relatively rare and becoming more so as the capital required for such forms of R&D become more scarce.





5.	Best in Class Task Performance





	Under this heading the organisation must identify specific business activities which may affect overall performance and these will vary from business to business, sometimes even in the same industry.





	For example in a company engaged in the manufacture of plastic containers the process may be such that a particular injection moulding machine may prove to be a bottleneck.  In this case, set up or change over time on the specific machine may have a significant effect on work in progress, delivery times etc.  


	For such activities, it would be important to discover what is the best achievable.  The same may apply to the Credit Control operation.  Perhaps the debtor creditor ratios may be unsatisfactory due to late invoicing.  In this case the Financial Control Department may be benchmarked.





6.	Internal Cultural Surveys





	No organisation can successfully compete if it suffers bad relationships and low morale internally.  The winners will be those who are best able to galvanise the resources of all of their people to work towards making their organisation the best in its field.  This cannot be achieved with strategies based upon threats and fear, secrecy, blame and destructive internal competition, ego projection, or macho style management.  Always the winners will be those who recognise the fact that work itself can be intrinsically satisfying and recognition, and the opportunity for continuous development major drivers in human performance.





	The key questions are:-





		How are we compared to others?


		Who is the best?


		How do they do it?





	Again, this is a relatively easy feature to benchmark because we are not concerned only with our direct competitors.  There will almost always be many non competitor organisations with similarities to our own against which comparisons can be made.




















7.	Financial Performance





	This is probably the best developed area of all which has been conducted by most businesses irrespective of the state of the market.  Here the indices can be obtained from such data banks as Dunn & Bradstreet, Interfirm comparisons, etc.








What to do next





It can be seen from the above that Benchmarking represents a major business activity which if conducted seriously will produce an overwhelming quantity of data.





Not all of this data will be equally important, and it would be impossible to react to everything simultaneously.  Analysis, however, will indicate those features which demand immediate action and the Pareto 80/20 principle can be used to aid their identification.





Key features identified in this way may result in either project by project improvement activities, educational programmes or assignment of specific responsibilities.  All of these can be absorbed into a properly designed Total Quality strategy which operates from the Boardroom to the shopfloor.





Directors in leading Japanese companies such as Komatsu spend around six months of the year in the development and implementation of business strategies based upon this type of information.  Unless the West gears itself up to do the same it will never be able to counter this form of competition.
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