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			Benchmarking for businesses

			Key information

			
					Names: Benchmarking, standardisation, comparative analysis.

					Uses: It is mainly used in business, although it is increasingly observed in the hospital sector and public services. By its nature, benchmarking can be applied in all departments of a company, from IT to customer service to after-sales service.

					Why is it successful? This type of strategy helps to the risks associated with development and innovation, as an organisation can adopt the practices, developed by others, that are already successful.

					Key words:	Benchmark: A standard or baseline against which a performance indicator can be measured.

	Benchmarking: Evaluation of a tool, procedure, or even a company for the purpose of comparing it with other evaluations.

	Best practices: Exemplary practices and procedures observed in a particular company.

	Competitor: A person or association that competes with others within the same sector.

	Market: Strictly speaking, all of the companies, customers and suppliers who carry out the same activity; in a broader sense, it includes the products, raw materials and third parties that interact with the market.

	Performance indicator: Measure resulting from an evaluation of a procedure.

	Positioning: Position occupied by a product or company (culture, value) in a market, defined in relation to other competitors.

	Re-engineering: Reorganisation of a procedure or product with the aim of improving it.

	Xerox: American company that manufactures copiers and printers, which used benchmarking to grow.




			

			Introduction

			Benchmarking is a performance analysis and re-engineering method. The major advantage of this kind of approach is that it discovers and studies the best practices of the best companies in terms of production, delivery, quality, choice of suppliers, etc., and then considers how they can be effectively applied in another organisation.

			History

			The origins of benchmarking date back to the 6th century BC, when the Chinese general Sun Tzu (544-496 BC) wrote in his book The Art of War: “If you know the enemy and know yourself, you need not fear the result of a hundred battles.” Although the idea of analysing competitors’ strategies has been around for millennia, it was not until the 1980s that the concept of benchmarking, as we understand it today, caught on and became established in the modern economic universe. We owe its definition to the Xerox company, which, crushed by its competitors at the time, embarked on the strategy of studying the best practices – especially in terms of inventory management, which were proving to be very expensive – of one of its subsidiaries, in order to implement them within the company itself. This survey of external businesses eventually allowed Xerox to adjust its activities and finances and regain a strong position in the market, while improving its operating performance.

			
				
					The Art of War by Sun Tzu

					The Art of War, one of the oldest known works on strategy in the world, sets out the best military tactics in the event of conflict between two kingdoms. Today these techniques can easily be transferred to the world of business, presenting general stratagems for taking power, knowing the enemy, and studying the field. Many authors have also adapted the teachings of The Art of War into guidelines that are directly applicable to business, in books geared towards executives who seek to control their organisation and market.

				

			

			Definition of the model

			Benchmarking is a tool for analysing procedures, statistics, products and services in a related environment, specifically that of a competitor, partner or another department of the same company. Its primary purpose is to provide avenues for improvement to companies which, after performing comparative analyses, would like to understand why some organisations are more efficient than others and, above all, how to successfully integrate the efficient strategies of competitors into their structure. Mainly used in business, it aims to observe, measure, compare and apply a sequence of operations that have already proven themselves in other companies in the past. 

		


		
			Theory

			Since knowing your enemies well allows you to win battles, as explained by Sun Tzu, many military and business leaders have since decided to study the strengths and weaknesses of their opponents in order to improve their own strategies.

			Nowadays, it seems unthinkable that a company would not stay informed, via careful, intense and continuous observation, about the strategies and innovations of its competitors in order to maintain or increase its market share. The developments of the last 50 years in terms of product supply and demand have shifted the power and given it to customers: demand now exceeds supply, which was not the case before the Second World War. It is no longer enough to manufacture a product that can satisfy a group of consumers, to launch uninspiring services, or to operate a marketing department without being proactive.

			To avoid falling behind, companies must modify their competitive approaches, react very quickly and even anticipate the needs, desires and expectations of existing or potential customers. This is where benchmarking comes in useful as an operational and strategic tool, allowing for the continuous improvement of company procedures. For example, benchmarking can lead to better customer service, cutting-edge products or lower production costs, which are all sources of added value for the customer.

			The different types of benchmarking
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			Internal benchmarking

			In this first type, the company bases its comparative analysis on its various departments in order to gather the best practices and apply them to the whole company. For example, an effective filing method used in the accounting department will be adopted in the human resources department. In this case, feedback is very important, as services can communicate with one another on a daily basis.

			This is the easiest method to implement because:

			
					the data is available almost immediately;

					the human resources are available to collaborate.

			

			However, this type of benchmarking does not bring considerable change since the organisation is often quite homogenous in its operational approaches: working procedures tend to be similar. This is due partly to the shared corporate culture and values, but also to internal promotions and transfers which spread ideas and good practices throughout the company.

			External benchmarking

			This second type of benchmarking is the most common. It is no longer based on the services within one company, but aims to analyse the services of competitors and companies in other sectors that are recognised as leaders. There is therefore no doubt that this type of benchmarking adds value, as it provides best practices that are sometimes very different from those used in a company up to that point.

			Information is mainly obtained through subsidiaries, partner companies, studies available on the internet, conferences or trade shows.

			Competitive benchmarking

			This type of comparative analysis is carried out by taking a competitor in the same sector as the starting point. The strategy, innovations, products and services, costs, production times, and commercial services of the other company are studied, with the ultimate goal of getting as close as possible to the requirements of existing and potential customers.

			This type of benchmarking is the least straightforward to implement: obtaining relevant information is tedious and uncertain, as it often relies on general data that the competitor has willingly published, such as its overall figures or non-strategic internal methods.

			Functional benchmarking

			This last type of benchmarking is based solely on company procedures which are generic and can therefore be transferred between companies in very different sectors. Thus, the companies included in functional benchmarking can come from different markets, provided that they are recognised as leaders in their sector. A partnership is often signed to make it easier to obtain information and share best practices.

			The major drawback of this method is the lack of alignment between strategies, cultures and industries, which can make it difficult to establish effective benchmarking.

			
				
					Did you know?

					The lack of confidential information about competitors is not always a problem. For example, benchmarking can be used to collect general statistics on costs and production time, without worrying about understanding the success factors, in order to challenge the competitor using their own means. This is called ‘non-intrusive benchmarking’ or ‘outcome benchmarking’.

				

			

			Applications in business

			Today, the applications of benchmarking in business are practically endless. From the moment a company seeks to improve the procedures or general running of a department, benchmarking can involve all the operational and functional services of the company, including the building maintenance service. The latter, for example, can be optimised by following the example of an active and innovative company in the building maintenance sector.

			Example 1: Improving customer service

			Improving the services provided to customers, both before and after the sale, is one of the main aims of benchmarking. A clear example is the waiting times faced by customers when they arrive at a hotel. In this case, the focus is on administrative procedures and cleaning by the maintenance teams. To counter this problem, managers can use functional benchmarking by studying how beds are allocated in the emergency department at hospital X, for example. Quick and efficient by definition, this process serves as an example for the implementation of an effective system to ensure a better welcome for customers, which can prove to be a key factor when choosing a hotel. 

			Example 2: Establishment in another country

			Establishing a branch in a distant location is often accompanied by problems linked to cultural differences between the original customers and future customers, but also to the relationship between employees and management, or between the union and the management bodies (executive management and the board of directors).

			Carrying out a competitive or functional benchmarking study on the companies already established in the area can be useful to better overcome these adaptation difficulties.

			Example 3: Improving administrative procedures

			Benchmarking can be used to implement innovative solutions in administrative procedures. If a company is faced with many administrative tasks (the public administration sector is an excellent example of this), such as the management of incoming and outgoing mail, this approach will be particularly valuable.

			Other improvements

			In addition to the examples outlined above, benchmarking can prove helpful in a wide range of sectors, and its analyses can be applied to all products and services, as well as to the organisation’s procedures. In particular, benchmarking can be used to develop overall business strategy, management of products and services on the level of innovation and development, human resource management, management of production and distribution procedures (reduced supply chain time and costs), and many others.

			Advantages

			There are many advantages to benchmarking for a company, as the search for efficiency is essential to ensure the sustainability of a business. This is especially the case as the implementation possibilities are practically endless. The advantages of benchmarking include:

			
					More effective procedures. Thanks to good practices transferred between companies and departments, all procedures can be improved to make them more efficient, less costly and faster, depending on the situation.

					Limited design costs. By using benchmarking, procedures are no longer reinvented, but ‘benchmarked’ (in other words, they are based on what already exists), allowing money to be saved and invested in other projects.

					Procedures that have proven themselves and ensure success. By basing our strategies on those that have led to success in other companies, we can be certain that they are effective and can improve the services in question. That said, this may not be possible if the differences between the culture and values of the two companies are too great.

					A desire for continuous improvement. Whatever kind of benchmarking is used, the ‘benchmarked’ departments can, in turn, share their best practices. In addition, this exercise boosts the motivation of employees, who feel that they have been taken into account since their effective working methods contribute to the research and support for the continuous improvement of the company.

					Weaknesses are eliminated from the start. By analysing a range of procedures or the products available on the market, a company can quickly identify the weaknesses of each of them, and in doing so try to avoid repeating the same mistakes.

			

		


		
			Limitations and extensions

			Limitations and criticisms

			As demonstrated above, benchmarking can be applied to all the services of a company, and can therefore be used by every manager, at all levels of the hierarchy and across all departments. However, this universality does have significant limitations, including the professional confidentiality that every worker must respect and cultural differences that can make some techniques incompatible with the situation at hand.

			Copy, but only copy the best

			The first limitation of the benchmarking method lies in the choice of partners. This decision is of the utmost importance, as it is in the best interests of the company embarking on benchmarking to study the best, meaning those who stand out for the innovative nature of their procedures or output and have therefore proven themselves on the market.

			Copy, but do not cheat

			By definition, benchmarking involves copying others due to the usefulness of their good practices. However, the line between corporate espionage and benchmarking is sometimes so thin that it is often preferable, in the case of direct competitors, to stick to public data or to focus on other partners, such as suppliers and distributors.

			Find the best practices applicable to your business

			Not all methods are equally effective. Moreover, it is essential that the success factors of a company are correctly identified. If a book delivery service is very fast, this is not necessarily due to the power of the delivery lorry’s engine; in the majority of cases, the company’s logistics infrastructure will be the cause. This example, though simplistic, illustrates that analysing procedures allows the true success factors to be identified.

			Pay attention to differences in culture and strategy

			Not all ideas can be transferred. Using turnover to motivate employees should work perfectly for a sales team, but will be less effective for an accounting team. Similarly, a partner with a completely different vision and strategy will not always provide a benchmarking analysis that is tailored to the needs of another company. Experience shows that the more different and distant the procedure studied is from the company carrying out benchmarking, the less transferable it will be. In addition, the risk of resistance to change will be proportionately higher.

			Compare the costs of benchmarking

			Although benchmarking results in a significant cost reduction, especially in the context of product development, thanks to the use of pre-existing techniques and processes, we must not forget that this method also generates costs. The partnerships established, the people assigned to benchmarking research and the periods of analysis and implementation are costs that must be considered when implementing such an approach. As with other investments, it is good to make a provisional calculation of ROI (return on investment), which will allow you to estimate the number of competitors to study in order to obtain a representative sample of current practices, for example.

			Be aware of employee wellbeing

			Constantly overhauling operating methods by mobilising the resources needed to adapt the procedures of a department can frustrate employees. Furthermore, comparing performance, which is the essence of benchmarking, can lead managers to demand more and more from their employees, which often results in significant stress and overwork. Ensuring that everyone is benefitting, especially through effective change management, should be a primary concern of executives in order to facilitate the proper implementation of new practices. This requires paying attention to communication so that employees perceive the positive effects of these decisions, such as personal performance and the performance of the service and the company, and stay motivated.

			
				
					Change management

					Change management is a management approach that focuses primarily on monitoring changes within a company (communication, counselling, etc.). Adopted when major changes are made within a company, it facilitates the transition period linked to the changes, and supports employees so that everyone understands all the features of the new approach.

				

			

			Related models and extensions

			Since the 1980s, the concept of benchmarking has not changed significantly, apart from the importance now granted to the guidance (for example, change management) provided to employees in periods of transition and change, and the essential contribution of IT resources which facilitate the collection and distribution of information. However, slight changes have been made, particularly in terms of the steps to follow in the design and naming of the different types of benchmarking. We have already looked at the most significant of these.

			The Kaizen method or the philosophy of continuous quality improvement

			A related method has been adopted by many production companies, namely a philosophy based on continuous quality improvement. Kaizen, from the Japanese [kai] meaning ‘change’ and [zen] meaning ‘good’, was popularised in the 1950s and aims to continuously improve the production processes in a manufacturing chain.

			“Do it better, make it better, improve it even if it isn’t broken, because if we don’t, we cannot compete with those who do

			Total Quality Management (TQM)

			
			
			PDCA 

			
			
					Plan (planning, setting goals);

					Do (doing, taking action, implementing);

					Check (checking results by comparing them with the forecasts);

					Act (correcting, adjusting).

			

			
			Six Sigma DMAIC method

			
					Define: define the content and objectives of the process.

					Measure: measure performance.

					Analyse: analyse procedures to detect problems.

					Improve: make the necessary improvements.

					Control: control and adjust.
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