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Abstract

Hewlett-Packard Corporation (HP) is the second-largest computer company in the world and a leading seller of desktop computers, servers, peripherals, and services. The company, growing since 1938, has 86,000 employees contributing to sales of over $48 billion in 2000. In an effort to maintain our competitive position, a review of the best practices in packaging is desired.  In addition to identifying which companies are leaders in this area, HP management was interested in reviewing its own comparative position in order to determine how to best improve itself and be considered world class. 

To accomplish this, Hewlett-Packard's Packaging Process Team engaged in a benchmarking investigation. The overall focus of the study was to examine our direct competitors packaging designs, the electronics industry packaging processes & management, and identify & engage a world class consumer products company on how they use packaging to sell their products. The paper will cover:

· Benchmarking process - how we have gathered data.

· Analysis process - how we have turned data into information.

· Implementation process - how we have used information to drive improvement projects. 

Introduction

Packaging, as a function, is important to our company. In general, our products are distributed worldwide in airfreight, rail, truck, padded van, and sea freight shipping environments. Correctly designed packaging delivers the product to the customer in proper condition so that they can put it to use immediately, realizing all of the performance designed into the product.  This is especially important in the computer and electronic industry where future sales may be based largely on the quality, integrity and performance of a company's previous delivery. Packaging is a complex product protection system requiring a unique engineered solution for each product platform. It is also a main component in the communication / marketing strategy to the customer through the use of graphics, product attributes, and brand reinforcement.  Packaging is a blend of science, engineering, art, and business needs, which operates cross-functionally (figure 1). Benchmarking allows us to measure and compare our packaging organization and processes against our competitors.  It helps us identify opportunities, focus areas, and develop improvement plans to measure our success externally to become the most effective/efficient packaging organization in our industry.  
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Figure 1

Benchmarking purpose and it benefits

Benchmarking is the process of identifying, sharing, and using knowledge and best practices. It focuses on how to improve any given business process by exploiting top-notch approaches rather than merely measuring the best performance. Finding, studying and implementing best practices provides the greatest opportunity for gaining a strategic, operational, and financial advantage.1 

Benchmarking is a combination of competitive intelligence and looking at best in class.

· Helping to know yourself so you can judge others

· Helping you to know your domain so you can determine an advantage

Benchmarking can have a powerful impact on organizations. It breaks established paradigms, creates a readiness for action, and provides models of excellence.2 Below is a list from The American Productivity & Quality Center’s International Benchmarking Clearinghouse (March 2001) on what benefits are gained through benchmarking:

· Proof not only of what innovative practices and structures work, but why those practices have worked, as benchmarking focuses on measures AND processes behind the measures.

· Best practices and innovations are identified in the study.  Pockets of excellence can be found in most companies; through the benchmarking process, these innovations are extracted into an overriding profile of the Best Practices in the topic areas under study. 

· New ideas are learned throughout the benchmarking process.  These breakthrough ideas have led to realigned allocation of resources in process improvements, planning changes as well as radical redesign/re-engineering of existing processes.

· Validation of current plans for participants seeking to validate the direction of re-engineering and other process improvement initiatives.  The benchmarking model provides a cost-effective way to validate and fine-tune process improvement efforts.

· Increase the knowledge realized by participating in a study led by experienced benchmarking facilitators.  The benchmarking model provides your company with an effective, low-risk environment, conducive to maximum knowledge transfer.

Four Phases

Most benchmarking studies use a four-phased approach: planning, data collection, data analysis and reporting, and adaptations of study findings. (Figure 2)
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Figure 2

1. Planning Process

HP chose to use three different approaches (figure 3) to collect information about others and ourselves. 
· Performance Benchmarking measures the competitiveness of the product or service produced  (costs, materials, methods, promos, channels). A process was developed which used an outside supplier to conduct the data collection and analysis of our products and our direct competitors.

· Process Benchmarking examines the work processes that are critical to the successful operation of a business (Time-to-Market). A plan was developed to engage external companies directly to secure their participation in a survey. Then engage an independent third party research firm to develop the survey tool, distribute, collect, analyze result, and publish results. 

· Strategic benchmarking captures best-in-class approaches and practices for future success. After identifying strategic opportunities in our business sector from the previous two activities, we interviewed companies outside our sector that were world class in these areas.   
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Figure 3

2. Information Collection Process

Performance Benchmarking

Wanting to understand our competition and own capabilities, we used an external 3rd party to conduct direct design comparisons of certain product group categories. The process (figure 4) was for our product group's packaging engineers to identify which of their products they would like to have analyzed, which competitors products in that range, and what volume should be quoted. The 3rd party would either be provided the products or they would source it themselves. During the analysis, the 3rd party would photograph each stage of the disassembly, develop material specification for quoting, and document key attributes. We gave the 3rd party report templates (Excel and PowerPoint) to insure the information and photos collected were in a consistent format. This accelerated the data collection process and the analysis of the results. All of this information was then published in a hard copy report and to a web site. Each product group then had access to the results.
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Figure 4

Information collected was: 

· Packaging material cost (box, cushion, bags, etc.) 

· Physical properties (size & total pkg/product weight) 

· Graphics (printing process used, number of colors, number of languages, symbols used), 

· Materials (box, cushion, thermoform, & other) 

· Attributes (environmental, ergonomics, out-of-box experience, localization, etc) 

· Forensics photographs.

Critical focus areas we found were:

· Product Selection

· Get agreement on how products will be selected for comparison (industrial design, price point, features, etc.) 

· Determining Quotable Volumes 

· Use generic on-going monthly volumes for costing (5K, 10K, 25K) 

· Use "threshold volume" for generic numbers. This assumes in a competitive environment companies are all using technologies and processes that are cost effective at threshold volumes. 

· Map to your typical volume runs.

· Highly People Dependent 

· Use product line representatives to determine what products (yours and the competition) should be benchmarked and volumes to quote. Poor upfront data leads to poor results.  

· Check information obtained via 3rd party with internal engineers to validate assumptions and findings.

· Sourcing Products

· Develop clear budget expectations upfront for buying competitors products. Using a “buy & return” method is difficult and can exceed regional sourcing capabilities.

· Leverage internal competitive test labs – they may already have what you want

· Purchase products quickly, once products are identified, as they have a tendency to roll to the next generation
Process Benchmarking 

To gain a better understanding about our processes and how they relate to others in our industry, we used a survey instrument to collect information on product packaging and graphic design.  A questionnaire was developed that addressed 4 major categories: 

· Procurement processes

· Packaging processes and interactions

· Marketing approach and customer value

· Environmental focus

For each area, subcategories of interest include:

· Structure

· Process

· Metrics

· Future (Packaging only)

· Customer values (Marketing only)

· E-commerce and total buy (Procurement only)

We identified a number of companies that we wanted to participate in the study. These companies were both direct competitors and non-competitors serving the business-to-business (B2B) and business-to-consumer (B2C) markets. We partnered with a research firm, an independent third-party organization, to conduct the process benchmarking research and to examine the process and structure of both competitors and non-competitors involved in the B2C and B2B markets. A total of 32 respondents completed an in-depth questionnaire.  Fourteen of these respondents represented corporate and various product categories of HP while eighteen were from other companies in related product categories (table 1).  
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Table 1

Critical focus areas we found using a survey instrument:
· The survey questions are extremely important and require the most time to prepare. 

· Question style and format determines the outcome and ultimate success.

· Design questions and answers so they can be analyzed effectively.

· Avoid acronyms and buzz words – use common/basic descriptions as much as possible.

· Clarify terms as much as possible  (for example: “Preferred Supplier” program, “centralized” by company and by division… etc…)

· Avoid open-ended questions. They are nearly impossible to compile results. The best approach is to lock them into multiple choice answers whenever possible.

· Fill out survey yourself first & modify – asking for feedback on drafts was not effective. Also this process helps you determine usefulness of information/answers

· Involve and ask external participants what areas/topics are important to them.

· Spend about half of the total project time designing/optimizing the questions, identifying the correct industry participants and then persuading them to fill out the survey.

· Some of the information requested is very strategic/competitive/confidential 

· Be sensitive to company/people’s need to not be identified and respect confidentiality.

· Use of informal communications may be a better method to investigate specific/deep topics.


· Spend time selling/convincing others on the benefits/value of the survey

· Make participants feel a part of the team, provide periodic updates in addition to the final report – then conduct post mortem discussion/reviews.

· Schedule a meeting with survey participants for retrospective/learnings.  See what they learned, what questions they have and any topics they would like to know more about in the future – ask deeper “informal” questions as appropriate for better understanding.

· Deliver what was promised, participants are more likely to participate and provide additional details in the future.

· Pre-established relationships are extremely helpful/useful to get participation. 

· Consider offering small gifts for people’s time/participation such as frequent flier miles, gift certificates, logo shirts etc…


· A clear understanding of participants positions/jobs is necessary

· Different perspectives or job/position drives different answers is the survey (for example: company-wide view or division specific focus and engineering vs. marketing focus).

· Prior knowledge and previous contact with competition (at classes, seminars etc.) is very helpful to strategic knowledge and connections used in locating the right people.  It is important to attend as many external packaging functions as possible to establish and maintain external networks.


· Utilize/leverage an independent third party specialist to collect and analyze the survey data

· They should be:

· Experienced in similar survey collection/analysis and can provide examples.  

· Flexible to ongoing change requests.

· Knowledgeable of the industry being examined 

· Capable of online/Web information collecting. 

· It will facilitate greater external engagement and participation.

· Be prepared to do additional analysis of the data is necessary beyond what the third party provides.  Many times this is where the real opportunities and discoveries are found.

· Obtain the raw data to drill down and understand completely the details and opportunities of the 3rd party analysis.

Strategic Benchmarking

After identifying the strategic opportunities in our business sector from the previous two activities, we then selected several companies, outside our sector, which we felt were best in class in these areas. We developed our line of inquiry and interviewing process. This was shared with the target company and non-disclosure documents were filed. In teams of two people we visited each company and conducted the interviews. One person would lead the interview while the other acted as the recorder. This technique has proven to be 80% more effective than a single person acting as interviewer and recorder. This also proves indispensable for reconstructing and interpreting data later in the synthesis process. The information obtained was then compiled into recommended lists of projects or process modifications that would help us meet our strategic objectives.

3. Analysis Process

After each approach (Performance, Process, and Strategic), we brought in a team member that was not familiar with the details of the information collection process. This person had a fresh perspective and could look at the first draft findings and distill it down to the key areas where we had leadership and opportunities. This process took several long meetings with the team to explain some of the unique elements of the raw information and first draft analysis. Key activities during this phase include analyzing trends, identifying best practices, and determining opportunities that enable superior performance. This process forced the team to articulate the findings and come to agreement on the critical few opportunistic strategies. 
The final report, containing key findings and insights, was presented to upper management. At this meeting, upper management discussed the key findings in-depth and recommended projects or changes to the processes. The team facilitated the discussion to engage upper management in the initial "action plan" development which starts the adaptations process.

4. Implementation (adapting) Process

Analyzing what has been learned and implementing the results is the most critical stage of benchmarking. We leveraged heavily from techniques used in the General Electric Change Acceleration Process (CAP)3. In our approach, we developed a list of opportunistic strategies and a list of tactical projects, which fulfilled those strategies. We identified key stakeholders in the company and solicited their input on the plan and their recommendations. Using their insight and political cultural awareness, we developed a vision and structured a presentation that would mobilize commitment.  This was then presented to an internal packaging council that controlled the existing processes and resources. The presentation showed the information collected from all three benchmarking activities and how the proposed vision and strategies could lead to greater market penetration and lower costs. We then asked each council member to “own” one of the strategies and report back on their progress. Getting this internal packaging council and upper management to understand and buy into the ideas is only one part of the equation. The other part was getting the masses to understand the reasons for the new strategies and proposed changes, which can be more difficult. Having our internal packaging council responsible for a strategy and its progress, they then recruited key individuals from their own organization to lead and develop the proposed projects we felt would make the strategy successful. To help the council members communicate the importance of these new initiatives and gain buy-in from their direct reports, we used the same benchmarking information but structured it in a different fashion. 

Once the changes started, we used part of the monthly packaging management council meeting time to monitor progress, ensure follow-through, and maintain accountability to the strategies and projects. Lastly we focused on modifying our systems and structures to drive the right behaviors. This included how we measured and rewarded our people, identified the best communication channels for the different types of information people needed to get their jobs done, and clarified roles and responsibilities to fit the new world we had created. 

Conclusion

Through our established benchmarking methodologies, we were able to identify key opportunities and transfer this knowledge into actionable strategies and projects for bottom line benefit to Hewlett-Packard.  The process gave us objective information that was used in decision-making processes, and it removed a lot of the opinion and related emotion that comes from not having substantiated information. The results have had an immediate impact on our decision-making capabilities, improved our cross-functional collaboration, and dramatically lowered costs while maintaining the package and products quality.  Benchmarking has allowed us to look outside ourselves and learn from others - leading us to a world-class position.

Additional Resources

Benchmarking Websites

· Australian Quality Council Benchmarking Edge - an Australian Quality Council service that produces leading edge, quantified performance improvement in Australian organizations. http://www.aqc.org/

· Benchmarking Reconnaissance Newsletter - monthly electronic newsletter on benchmarking information research and related topics from BRISC.org Inc. http://www.brisc.org/

· The Benchmarking Exchange - World's largest and most comprehensive benchmarking and best practices network. http://www.benchnet.com/

· Benchmarking South Africa (BENSA) - South Africa's first and only benchmarking center believing that as an organizational improvement methodology, benchmarking has much to offer all South African organizations. http://www.bensa.co.za/ 

· International Benchmarking Clearinghouse - membership service of APQC delivering best practice information, benchmarking studies, networking, online databases, publications to member organizations and customers worldwide. http://www.ibc.apqc.org/

· Best-Practice.com - Contains case studies and management reports for benchmarking and business improvement. http://www.best-practice.com/
· American Productivity & Quality Center -  (APQC) is the resource for process and performance improvement for organizations of all sizes and industries. Through benchmarking, we can help you identify and adapt best practices to improve your productivity.  http://www.apqc.org/
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