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BACKGROUND

The mail services industry, both private and public sectors, has experienced significant changes in the environment within which they operate over the last decade.  These changes are being driven by technological advances and increased customer expectations for how mail is delivered, sorted, and packaged.  For the purposes of this study, mail service is the movement of information and products.   Some of the changes facing the industry are:
· Electronic communication capabilities via the internet, fax, and cell phones

· Private companies and government alike moving customer transactions to an electronic form

· Increased customer expectations for higher accountability and tracking (intelligent mail)

· Public perspective that private companies are more nimble, efficient, and adaptable in service delivery
· Mail processing technology advances that allow more services to be provided than before
As the largest mail moving service in the country, the United States Postal Service (USPS) has been on the forefront of these changes.  In August/September 2003, the President’s Commission on the United States Postal Service published their recommendations after carefully studying the nation’s largest mail service.  The issues they identified and subsequent recommendations provide a big picture view of challenges facing public and private sector mail services:

Shrinking resources


Aging workforce


Increased demand for customer friendly services

Business requirements that organizations focus on their core services and contract with others for non-core aspects of their business

New technologies shifting transmission of large amounts of correspondence to competitive telecommunications carriers

Public demand that non-profit and government entities adopt private industry business management models

Washington State Department of General Administration Consolidated Mail Services (CMS) management requested a benchmarking study be conducted of its mail services operations.  The focus of the study was on the performance measures, level of service agreements and rates for incoming mail, mail distribution, and outgoing mail services to include pre-sort and insert services.  The objective of the study was to determine:

1) if there are national industry standards for mail services, and 
2) if there are common methods for determining rates and level of service.
  This study was conducted from December 2003 through February 2004.

METHODOLOGY
The consultants worked the client to establish the objectives and outcomes for the project.  Using nationally recognized benchmarking standards, the following steps were taken to conduct the study:
1. Developed a list of potential benchmark partners with input from the client.
2. Developed a series of interview questions to gather data concerning the focus areas of operations (See Appendix A).
3. Contacted each potential partner with a letter of introduction, including a copy of Benchmarking Ethics and Code of Conduct from the International Benchmarking Clearinghouse (See Appendix B).

4.  Contacted potential benchmark partners by phone and emailed the interview questions.  Follow-up calls were made to each partner to collect survey data and additional information as needed for clarification.
5. Compiled and analyzed the data.
6. Drafted and finalized this report.
BENCHMARKING PARTNERS
The consultants began with a list of 22 different organizations as potential benchmark partners.  The sampling represented state and county agencies, private corporations with in-house mail services, mail service providers and contractors providing mail services.  The follow matrix indicates the types of partners and results of the initial contact.
	Type of Organization
	Initial # contacted
	Unwilling to participate OR no response
	Participated

	PUBLIC SECTOR
· 7 States

· 1 County

· 1 Large University

· 1 State Printer
	10
	5 
	5  

	PRIVATE SECTOR
· 3 Large Corporations

· 2 Mail service providers

· 7 Mail services contractors/vendors
	12
	9
	3 + information on 3 more contractors from their customers


Data was collected from ten (10) different organizations.  The conclusions in this report are based solely on that data.  In some cases, the partners provided only limited information on the pricing and rate structures.  However, as an aggregate, it is possible to identify consistent methods to measure and standards for some service areas in this industry.
DATA SUMMARY

As part of the data collection process, the benchmark partners were asked how they measured their performance in the various service categories and how they determined their rates or charged back for their services.  The following is a summary of that data by type of service.
INCOMING AND CAMPUS DELIVERY SERVICES

All partners handled incoming mail from USPS or other carriers.  For the purposes of this study, incoming mail was defined as mail delivered from USPS, other carriers, and campus/plant mail.  Incoming services were evaluated in two areas:  level of pick up service and delivery of incoming mail to customers.
The number of daily pick ups varied across benchmark partners.  The majority of partners picked up mail once per day: 
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57% - once a day

29% - three times a day

14% – twice a day

CMS provides a higher number of daily pick ups than the majority in the study.  The majority of Thurston County CMS customers receive two daily pick ups, but this is negotiable with the customer.  Some customers require as many as five pick ups per day.

The standard for delivery of accountable mail was consistent across all partners at 100% same day delivery.  Accountable mail was defined as certified, registered, priority, express or other similar special handling designated pieces.  
CMS also provides same day delivery for accountable mail.

There was not a consistent standard of delivery for non-accountable mail among the partners.  More than 50% indicated they deliver the same day as they receive the mail from the carrier, and 40% indicated they did not guarantee same day delivery.  The primary factor for delivery time was the time of day the mail was received from the carrier.  Morning deliveries precipitated earlier delivery, usually same day to the customer.

CMS delivers mail picked up in the morning the same day.  Mail picked up in the afternoon is sorted at night and delivered the next morning.  CMS guarantees delivery by 5 p.m. next day for mail received by 5 p.m. the previous day.  Annual volume for CMS is 11.5 million pieces.
PRE-SORT SERVICES

All partners provided pre-sort services to their customers, some in-house and some outsourced.  Benchmarking partners included a variety of services under pre-sorting, including metering, ink-jet address and barcode, OCR barcode and sorting, bulking, address file conversion, fast forwarding, and NCOA move update services.  

This is the area of service most often outsourced by the benchmark partners.  In many cases, the partners indicated that the outsourcing decision was made at least 20 years ago for purely economic reasons.  Each indicated that they realized a substantial savings by doing so.  In most cases, the savings resulted from the contractor co-mingling mail with other customers’ to qualify for a cheaper postage rate.
The level of pre-sorting done in-house varied: 
65% use a contractor for all pre-sort services

35% individually negotiated with customers to provide some level of pre-sort service
0% co-mingled all mail and provided the service to all customers
The Washington State Commission for Efficiency and Accountability in Government recommended centralizing state mail operations, realizing a savings of more than $20 million in a five year period.  Those savings were directly tied to pre-sorting and inserting operations.  CMS regularly outsources only flat mail for pre-sorting to a private vendor.  Occasionally, large volumes of first class envelope mail warrant outsourcing to a pre-sort vendor.  In addition, CMS co-mingles mail from more than 100 agencies to qualify for cheaper postage rates.  Annually, CMS pre-sorts 27 million pieces to obtain maximum postage discounts and runs 7.6 million pieces through automated metering machines.
INSERT SERVICES

For the purposes of this study, insert services included folding and the physical inserting of pieces.  A majority of the benchmark partners provided some level of this service, however in-house services were very limited.  At best they had small insert services with limited capability.In some cases, other parts of the organization had their own insert capability and would not use the services if offered.
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50% provided a very limited in-house service.  Of those, one had only the capability of doing 2 part inserts and outsourced larger part projects.  One did small volume jobs in-house but contracted out for larger volume projects

33% of the partners outsource this service

CMS provides insert services in-house for large and small projects.  Annual volume for this service is 21 million pieces.
PERFORMANCE MEASURES

The use of common performance measures across the industry is limited.  Most of the partners indicated this is an area they are just beginning to venture.  While most partners are collecting data regarding workload, such as volumes, etc., there are few who have established measures related to ongoing performance of the organization and even less with established performance targets.  Those with targets indicated they were established based on customer demand versus historical data collection and analysis.  That said, the following are examples of common performance measures used by the sample group.  70% measured on time delivery (i.e. all mail delivered same day)

This included the monitoring of a pre-sort contractor to see if a letter sent to an employee’s home arrived with the postage mark on the day it was put into the system.
CMS also measures on time delivery.
40% measured sorting accuracy

Several use audits to check for sorting errors.  Employees were then given the audit data and asked to problem solve any issues.  A target of 3% error rate with actuals running in the 0.05% range was indicated by one partner.  
CMS also measure sorting accuracy.  
25% used customer survey data

The USPS uses a 3rd party customer survey of residents and businesses.  They have used the data and found it very beneficial when answering congressional inquiries, especially since the data is collected and tabulated by an unbiased third party.

CMS conducts a customer survey in-house and uses the data to make management decisions about its services.

25% had no performance measures currently.

These partners indicated that they wanted to establish some measure or have been considering development of some in the future.
Contractors used productivity standards to calculate labor costs and estimate contract pricing.  The following is a sample of those standards.  Other in-house service providers and USPS do not use productivity standards.  In some cases, union contracts forbid the use of productivity standards.

	Incoming USPS and internal mail sorting
	Mail processed by hand at 1,000 pieces per hour

	Internal Mail Lookup
	1000 pieces per hour

	Incoming Certified / Registered mail processing
	60 pieces per hour

	Outgoing USPS and internal mail processing
	1,000 pieces per hour

	Outgoing UPS and Express Mail
	60 pieces per hour


CMS productivity standards exceed or match contractor standards in every case.  The standard at CMS for mail processing exceeds that of the contractor productivity standard with 1500 minimum per hour.  Their internal lookup standard matches the contractor standard at 1000 per hour.  Their standard for incoming certified registered mail processing exceeds the contractor standard at 100 per hour.  CMS matches the outgoing USPS and internal mail processing standard of 1000 pieces per hour.  
VALUE ADDED SERVICES

Some of the benchmark partnersprovide additional value-added services for their customers.  Most of these services were not charged for separately.  The following are some examples:
· Delivery of office supplies from outside vendors to the in-house departments.  

· Print-to-post services, providing the customer with one point of contact to print, address, and mail materials

· Pick up and delivery of medical lab test materials to and from health department.

· Delivery and retrieval of catering supplies to event facilities
· Payment of business reply fee, which their customers then get to use

CMS also provides a number of value added services.  The following is a listing of a sampling of services provided to their customer agencies at no additional charge.

· Pick up for last minute and emergency shipments

· Large and small delivery of supplies
· Accept same day outgoing USPS mail needing processed at CMS facility until 6 p.m.

· Turnaround center for recycled supplies

· Continuous tracking of USPS accountable mail

· Look up and forwarding service

· Customer training sessions for all facets of mailing preparation and processes

· Mailroom and mail process analysis

· Outgoing mail piece design and analysis

· Liaison between agency customers and the USPS, UPS, FedEx

· Partner with Central Stores for small package delivery in Thurston County

· Emergency jobs and deadlines accommodated with standard pricing
RATES

Postage Rates
There were two common methods for charging customers for postage:
40% charged a pre-sort discount with some incidents of small quantities at the standard postage rates
60% Actual postage plus a per piece charge 
CMS uses a method that is a combination of both.  By co-mingling mail, large and small agencies get a pre-sort discount.  Postage is charged as pass-through, but there is a per piece surcharge applied to pre-sort activities.  Large volume customers enjoy discounted surcharges.  In addition, CMS maintains the only state postage account with USPS, thus their customers do not pay costs for maintaining such accounts.  Essentially, CMS “floats” the postage charges for agencies and then invoice for reimbursement.
Administrative Rates

The method of charging for overhead or administrative costs was widely varied and there appears to be no common method.  The following are some examples:
· $500 per year for each delivery point

· $10 administrative fee per month for each account with activity plus $5 for each additional activity report requested by account

· charge for number of stops per day and additional charges based on service level provided

· previous year’s total expenses (labor, facilities, postage) divided among divisions and charged back based on the number of employees

· previous year’s administrative costs divided among departments based on their budget size

· actual costs in previous year to run individual department mailrooms used as charge for current year
· management fee as a percentage of the labor costs

· administrative fee of 35% of postage
CMS embeds overhead charges into its service rates and does not charge administrative fees separately.  They do charge for the number of stops per day and some additional charges based on service levels negotiated with the customer.

Contract Services

The following information was provided either by a contract service provider or by customers using contract services.  Based on the variation in how services were compensated, it appears there is no standard rate for services across the board.  Contractors tend to negotiate rates and level of services with each customer based on volume, region, and other factors.  Below are some examples of costs shared by benchmark partners:
Pre-Sort

$4000 per month (versus customers previous $10,000 when done internally)


$6 per 1000 for 3 digit sort


$8 per 1000 5 digit sort


+ 35% administrative fee applied to postage costs

Sample charges for one partner:

Up to 25K pieces per week 2.7 cents per piece

Up to 50 K per week 2.5 cents 

Up to 75K per week 2.2 cents

Up to 100K per week 2.0 cents

Over 100K per week 1.8 cents

The contractor co-mingles the customer’s mail with other customers to capture additional postage savings.  A portion of the savings is shared with the customers.

Charges are roughly $.01 just to apply postage and a portion of a penny for handling.
One pre-sort contractor charges $.015 per piece for metering, however, they only pick up mail over 20,000 pieces that is ready by 11 a.m. and do not process mail on Saturdays.  

CMS charges an average of $.012 per piece for pre-sorting and $.025 for metering.

Insert Services

The rates are based on the number of inserts and volume.  For example, a two part insert costs $0.032 per piece for insert services done in-house by one partner.  
Mail Room Services
Contractors providing this service individually negotiated pricing based primarily on labor costs.
They utilize productivity standards like the example above under Performance Measures to determine labor needs 

The typical labor rates are $10-15/hour depending on the complexity of the work (for example lead would be $15 while a mail clerk would be $10).

Additional 40% is added for burden (medical, facilities, etc.)

Additional 15 – 25% management fee

Mail Room Staffing

According to one in-house mail service manager, in the “old days” they used the rule of thumb that for every 1000 employees in an organization you would need one mail room employee.  Now they use a piece count, the level of service requirements, and historical performance to determine staffing levels.

Other Mail Service Charges

Most organizations pass through the charges for mail services provided by USPS, UPS, or Fed Ex at the standard service rates.  For comparison purposes their standard service rates are provided below.
USPS – U.S. Postal Service
First-Class Mail
First-Class Mail is used for personal and business correspondence. Any mailable item may be sent as First-Class Mail. It includes postcards, letters, large envelopes, and small packages. The maximum weight is 13 ounces. Pieces over 13 ounces can be sent as Priority Mail.   

The minimum size for First-Class Mail is 5 inches long, 3-1/2 inches high, and 0.007 inch thick. Pieces weighing 1 ounce or less may be subject to the non-machinable surcharge. 

First-Class Mail Rates

First ounce
$0.37

Each additional ounce   $0.23
UPS – United Parcel Service
UPS will provide day or on demand scheduled pick up of packages or priority envelopes.  The following additional charges may apply.

Additional Services Rates
Effective January 5, 2004
Additional Handling 
$5.00

Chargeback for Consignee Billing Shipments 
$10.00

C.O.D.s 
$7.50

Delivery Area Surcharge – Commercial 
$1.00

Delivery Area Surcharge – Residential 
$1.75

Delivery Confirmation Response 
$1.00

– Signature Required 
$1.00 Additional

– Adult Signature Required
 $1.75 Additional

Large Package Surcharge 
$40.00

Over Maximum Limits 
$50.00

Pickup Charge 
$10.00

Proof Of Delivery (Fax or Mail) 
$3.00

Weekly Service Charge ($0 - $14.99 Billed) 
$16.00

Weekly Service Charge ($15.00 - $59.99 Billed) 
$11.00

Weekly Service Charge ($60+ Billed) 
$7.00

– Rates do not include a fuel surcharge.

– The dimensional weight factor for domestic packages is 194.

– The billable weight for each Oversize 1 package is 30 pounds. The billable weight for each Oversize 2 package is 70 pounds. The billable weight for each Oversize 3 package is 90 pounds.

Domestic Rate

FED EX - Federal Express
FedEx Ground
FedEx Ground provides reliable, day-definite service, and is the best choice for your U.S. business shipments that don't require the speed of express shipping. 

Service Description
Transit Times: 1-5 business days within the contiguous U.S.; 3-7 business days to/from Alaska and Hawaii.
Service Days: Monday-Friday

Delivery Area: 100% of the U.S.

Maximum Package Weight: 150 lbs. For packages weighing 100-150 lbs., please follow the Marking Heavy Boxes guidelines.

Maximum Package Size: 108" length; 165" in combined length plus girth.

Additional Service Options: A number of Additional Service Options are available to meet your unique needs.

Restrictions: FedEx Ground cannot deliver to P.O. boxes. No hazardous materials to or from Alaska and Hawaii.
The following is a sample rate sheet for FedEx Ground services
	FedEx Ground 2004 Base Rates ( effective Jan 5, 2004 )
	
	

	Wt. (lbs.)
	Zone 2
	Zone 3
	Zone 4
	Zone 5
	Zone 6
	Zone 7
	Zone 8

	1
	$3.45 
	$3.57 
	$3.81 
	$3.89 
	$4.10 
	$4.15 
	$4.26 

	2
	$3.53 
	$3.74 
	$4.13 
	$4.24 
	$4.57 
	$4.67 
	$4.96 

	3
	$3.64 
	$3.91 
	$4.36 
	$4.54 
	$4.87 
	$5.03 
	$5.49 

	4
	$3.76 
	$4.09 
	$4.59 
	$4.82 
	$5.16 
	$5.33 
	$5.85 

	5
	$3.92 
	$4.24 
	$4.80 
	$5.05 
	$5.40 
	$5.62 
	$6.21 

	6
	$4.04 
	$4.35 
	$4.91 
	$5.23 
	$5.58 
	$5.86 
	$6.44 

	7
	$4.20 
	$4.47 
	$5.03 
	$5.41 
	$5.80 
	$6.09 
	$6.73 

	8
	$4.35 
	$4.62 
	$5.16 
	$5.54 
	$5.99 
	$6.38 
	$7.19 

	9
	$4.50 
	$4.76 
	$5.28 
	$5.68 
	$6.15 
	$6.73 
	$7.66 

	10
	$4.65 
	$4.88 
	$5.39 
	$5.84 
	$6.40 
	$7.20 
	$8.19 


Other Considerations
Contractors indicated that this is a low margin business and that they will bid on the pieces of the business that have higher margins such as pre-sort services and bid on the others only if there is a strategic opportunity for additional business relations.
One state does not provide a centralized mail service.  Each agency provides their individual mail room services and goes to and from the post office daily.  

CONCLUSIONS

· There is a clear, long standing industry trend to outsource pre-sort services.  This is an area of vulnerability for CMS in the future as competitive contracting in state government is implemented in 2005.  
CMS should evaluate how it is delivering these services and the cost of continuing to provide them in-house.  As part of this evaluation, processes and technology should be assessed to determine if additional efficiencies can be found to remain competitive.  
Currently, the high level of service provided to customers by in-house processing outweighs the potential cost savings tied to severe service restrictions of pre-sort contractors.  However, should those restrictions change in the future, this advantage will diminish and price will be the determining factor.
· Most other organizations have limited or no insert services.  Those services are being provided by contractors or fulfillment vendors.  This is another area where CMS may be vulnerable in the future.  
Currently, the high level of service coupled with their security procedures and guarantees for high risk mail pieces such as checks provides CMS with a business advantage.  However, for the reasons stated above for presort services, an evaluation of processes and technology for efficiency gains should be conducted.
· The geographical location of CMS in Olympia has protected its monopoly in the past as there has not been an economic incentive for competition to enter that market.  
In Olympia there is basically one large business – state government, and, for all intents and purposes, CMS has acted as the outsource contractor for their mail service needs.  Though there are private sector companies in the community, their employee base is small and their services and products do not require the level or type of mail services required by the state, even as a collective. 
Therefore there is limited economic incentive for mail service providers to locate a facility in the area.  Although mail could be transported to a metropolitan hub like Seattle, it would most likely be cost prohibitive.
· CMS is currently offering very competitive services to other state agencies.  Their role is really that of an outsource contractor for mail services.  By co-mingling the mail from all the agencies and pre-sorting it, they are capturing savings for the state.
APPENDIX A

INTERVIEW QUESTIONS

MAIL DISTRIBUTION SERVICES

BENCHMARKING STUDY INTERVIEW QUESTIONS

INCOMING MAIL

Definition:  Incoming mail received from the US post office.  Client sorts all mail addressed with a specific Zip Code, which is the USPS assigned unique zip code for the client’s organization. The volume is 11.5 million pieces annually 
Do you handle incoming mail?  Yes ( No ( 

What services are included in your handling of incoming mail?

Do you have a level of service standards you provide to your customers?

If so, what are they?

Do you have performance measures by which you monitor your services in this area? Yes ( No (
If so, what are they?

How do you collect the data?

How do you establish targets?

Are you willing to share with us your performance for the past year?Do you have a separate process for handling accountable mail such as certified, express, or registered?
CAMPUS/PLANT MAIL DISTRIBUTION

Definition:  Campus mail service sorts and delivers an estimated 3.2 million pieces annually.  The campus mail is picked up and delivered as many as five times per day, depending on customer requirements.  The Client’s Campus mail service commitment is next day delivery.  Distribution refers to mail truck drivers and the routes they cover.  This is a robust and well-developed network with an ability to adapt to change instantly.  
Do you pick up and deliver mail throughout a plant or campus?  Yes (  No (
What services are included in your distribution services?

Do you have a level of service standards you provide to your customers?

If so, what are they?

Do you have performance measures by which you monitor your services in this area? Yes ( No (
If so, what are they?

How do you collect the data? 
How do you establish targets?

Are you willing to share with us your performance for the past year?

PRE-SORT SERVICES

Definition:  Outgoing mail service includes Presort and Inserting for customers.  Outgoing services offered by the client include applying accurate postage on envelopes and packages, presorting mail to get the highest postal discounts, and automated folding and inserting for large mailings.  Shipment of parcels and expedited mail services are also available.  The client annually processes 2.1 million pieces through its folding equipment, inserts 21 million pieces into customer envelopes, presorts 27 million pieces to obtain maximum postage discounts, and runs 7.6 million pieces through automatic metering machines.  More than 100 work units use the client for processing their mail.
Do you provide pre-sort services?  Yes (   No (
What services are included in your pre-sort services?

Do you have a level of service standards you provide to your customers?

If so, what are they?

Do you have performance measures by which you monitor your services in this area? Yes ( No (
If so, what are they?

How do you collect the data? 
How do you establish targets?

Are you willing to share with us your performance for the past year?

Do you charge your customers a flat postage rate or do you charge actual postage plus a set fee?

INSERT SERVICES

Definition:  (see pre-sort)
Do you provide insert services?  Yes (  No (
What services are included in your insert services?

How do you establish targets?

Are you willing to share with us your performance for the past year?

Do you have a level of service standards you provide to your customers?

If so, what are they?

Do you have performance measures by which you monitor your services in this area? Yes ( No (
If so, what are they?

How do you collect the data?

What security/privacy guarantees or procedures do you provide?

How do you establish targets?

Are you willing to share with us your performance for the past year?

ADMINISTRATION

Do you charge your customers for administration?  Yes (  No (
What factors are included in those charges?

What process do you use to determine your costs?

Are you willing to share with us examples of your service charges?  Yes (  No (
Have you made investments in technology in the past 5 years?  Yes (  No (
If so, what were they?

Do you provide other value added services which were not included in the above discussion?  Yes (  No (
If so, what are they?

Have you utilized or are you considering utilizing an Activity Based Costing method?

If so, what has your experience been?  How well is it working?

APPENDIX B

INTRODUCTION LETTER

CODE OF CONDUCT

C. M. Colvin & Associates

20650 Backman Rd. SW

Rochester WA 98579
December 31, 2003

Benchmarking Partner
Dear ;

We have been asked by a client to conduct a benchmarking study of the mail services operations and your name was suggested as a potential benchmarking partner.

We are seeking partners who are willing to spend 10 – 15 minutes answering a series of questions concerning what performance measures and level of service agreements you utilize to measure incoming mail, mail distribution, and outgoing mail services to include pre-sort and insert services, if you provide them.  

We will provide a copy of the questions prior to the interview.  The interviews will be conducted on the telephone.  This will be a “blind” study.  In other words, we will not reveal who each partner is in the final report unless you are willing to share the information publicly.  

We will offer a copy of the final report to all partners without identifying the other partners by name.   The purpose of this study is to determine some industry standards and levels of services for plant or campus mail services.

Attached you will find a copy of the Code of Conduct and Ethics Standards which are published by the International Benchmarking Clearinghouse.  We will be following these standards during this benchmarking study.

We appreciate your consideration in participating in this study.  The consultants on this project are Cindy Colvin and René Ewing.  One of us will be contacting you within the next two weeks.  If you have any questions do not hesitate to contact us at 866-858-1402.

Sincerely,

Cindy Colvin

Principal 
The Benchmarking

Code of Conduct

G U I D E L I N E S A N D E T H I C S F O R B E N C H M A R K E R S

I N T E R N A T I O N A L B E N C H M A R K I  N G C L E A R I N G H O U S E

Preamble

Benchmarking—the process of identifying and learning from best practices anywhere in the world—is a powerful tool in the quest for continuous improvement and breakthroughs.  

To guide benchmarking encounters, to advance the professionalism and effectiveness of benchmarking, and to help protect its members from harm, the International Benchmarking Clearinghouse, a service of the American Productivity & Quality Center, has adopted this Code of Conduct.  Adherence to this Code will contribute to efficient, effective and ethical benchmarking.

Code of Conduct:

1.0 Principle of Legality

1.1 If there is any potential question on the legality of an activity, consult with your corporate counsel.

1.2 Avoid discussions or actions that could lead to or imply an interest in restraint of trade, market and/or customer allocation schemes, price fixing, dealing arrangements, bid rigging, or bribery. Don’t discuss costs with competitors if costs are an element of pricing.

1.3 Refrain from the acquisition of trade secrets from another by any means that could be interpreted as improper including the breach or inducement of a breach of any duty to maintain secrecy. Do not disclose or use any trade secret that may have been obtained through improper means or that was disclosed by another in violation of duty to maintain its secrecy or limit its use.

1.4 Do not, as a consultant or client, extend benchmarking study findings to another company without first ensuring that the data is appropriately blinded and anonymous so that the participants’ identities are protected.

2.0 Principle of Exchange

2.1 Be willing to provide the same type and level of information that you request from your benchmarking partner to your benchmarking partner.

2.2 Communicate fully and early in the relationship to clarify expectations, avoid misunderstanding, and establish mutual interest in the benchmarking exchange.

2.3 Be honest and complete.

3.0 Principle of Confidentiality

3.1 Treat benchmarking interchange as confidential to the individuals and companies involved. Information must not be communicated outside the partnering organizations without the prior consent of the benchmarking partner who shared the information. 
3.2 A company’s participation in a study is confidential and should not be communicated externally without their prior permission.

4.0 Principle of Use

4.1 Use information obtained through benchmarking only for purposes stated to the benchmarking partner.

4.2 The use or communication of a benchmarking partner’s name with the data obtained or practices observed requires the prior permission of that partner.

4.3 Contact lists or other contact information provided by the International Benchmarking Clearinghouse in any form may not be used for purposes other than benchmarking and networking.

5.0 Principle of Contact

5.1 Respect the corporate culture of partner companies and work within mutually agreed procedures.

5.2 Use benchmarking contacts, designated by the partner company if that is their preferred procedure.

5.3 Obtain mutual agreement with the designated benchmarking contact on any hand-off of communication or responsibility to other parties.

5.4 Obtain an individual’s permission before providing his or her name in response to a contact request.

5.5 Avoid communicating a contact’s name in an open forum without the contact’s prior permission.

6.0 Principle of Preparation

6.1 Demonstrate commitment to the efficiency and effectiveness of benchmarking by being prepared prior to making an initial benchmarking contact.

6.2 Make the most of your benchmarking partner’s time by being fully prepared for each exchange.

6.3 Help your benchmarking partners prepare by providing them with a questionnaire and agenda prior to benchmarking visits.C O L
7.0 Principle of Completion

7.1 Follow through with each commitment made to your benchmarking partner in a timely manner.

7.2 Complete each benchmarking study to the satisfaction of all benchmarking partners as mutually agreed.

8.0 Principle of Understanding and Action

8.1 Understand how your benchmarking partner would like to be treated.

8.2 Treat your benchmarking partner in the way that your benchmarking partner would want to be treated.

8.3 Understand how your benchmarking partner would like to have the information he or she provides handled and used, and handle and use it in that manner.

Benchmarking Protocol

Benchmarkers:

· Know and abide by the Benchmarking Code of Conduct.

· Have basic knowledge of benchmarking and follow a benchmarking process.

· Prior to initiating contact with potential benchmarking partners, have determined what to benchmark, identified key performance variables to study, recognized superior performing companies, and completed a rigorous self-assessment.

· Have a questionnaire and interview guide developed, and share these in advance if requested.

· Possess the authority to share and are willing to share information with benchmarking partners.

· Work through a specified host and mutually agreed upon scheduling and meeting arrangements.

When the benchmarking process proceeds to a face-to-face site visit, the following behaviors are encouraged:

· Provide meeting agenda in advance.

· Be professional, honest, courteous, and prompt.

· Introduce all attendees and explain why they are present.

· Adhere to the agenda.

· Use language that is universal, not one’s own jargon.

· Be sure that neither party is sharing proprietary information unless prior approval has been obtained by both parties, from the proper authority.

· Share information about your own process, and, if asked, consider sharing study results.

· Offer to facilitate a future reciprocal visit.

· Conclude meetings and visits on schedule.

· Thank your benchmarking partner for sharing their process.

BENCHMARKING CODE OF CONDUCT

The following guidelines apply to both partners in a benchmarking encounter with competitors or potential competitors:

· In benchmarking with competitors, establish specific ground rules up-front, e.g. “We don’t want to talk about things that will give either of us a competitive advantage, but rather we want to see where we both can mutually improve or gain benefit.”

· Benchmarkers should check with legal counsel if any information gathering procedure is in doubt, e.g., before contacting a direct competitor. If uncomfortable, do not proceed, or sign a security/non-disclosure agreement.  Negotiated a specific non-disclosure agreement that will satisfy the attorneys from both companies.

· Do not ask competitors for sensitive data or cause the benchmarking partner to feel they must provide data to keep the process going.

· Use an ethical third party to assemble and “blind” competitive data, with inputs from legal counsel in direct competitor sharing. (Note: When cost is closely linked to price, sharing cost data can be considered to be the same as price sharing.)

· Any information obtained from a benchmarking partner should be treated as internal, privileged communications. If “confidential” or proprietary material is to be exchanged, then a specific agreement should be executed to indicate the content of the material that needs to be protected, the duration of the period of protection, the conditions for permitting access to the material, and the specific handling requirements that are necessary for that material.

Rights and Permissions

©Copyright by the American Productivity & Quality Center. All rights reserved.

APQC would like to see the Benchmarking Code of Conduct receive wide distribution, discussion, and use. Therefore, it grants permission for copying the Code of Conduct, as long as acknowledgement is made to the American Productivity & Quality Center. Please notify and inform APQC concerning your use or application.

About APQC

The American Productivity & Quality Center (APQC) is a business-oriented non-profit source for performance improvement and decision support —information and knowledge, networking, research, training, and advisory services.

Organizations of all sizes and industries—business, government, education, and health care—partner with APQC to discover global best practices and grow into learning organizations.

For more information about APQC’s services, including the International Benchmarking Clearinghouse and the Institute for Education Best Practices, call 800-776-9676 (713-681-4020 outside the US), email to apqcinfo@apqc.org, or visit our website at http://www.apqc.org.
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