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Foreword

The Micro-foundation of a Company'’s Strategy
or Performance is its Human Capital

In today’s dynamic technological and global economy,

Market Value of a Firm
Book Value of Its Replacement Assets

Tobin's Q Ratio =

is a large number. What explains why the numerator is typically a large
multiple of the denominator? The difference is the intangible assets,
knowledge and human capital of its employees that give a firm its com-
petitive capabilities, and a market value well above the book value of its
tangible replacement assets. In short, the competence of firms and the
modern knowledge economy are substantially explained by its intangible
assets, the thoughts of its personnel, and organization.

What exactly is meant when persons say that we are in a “knowledge
economy”? Where does the knowledge reside? Raw data, however “big”
or copious, is not knowledge until it is coded and analyzed, and deduc-
tions are drawn from it (Provost and Fawsett 2013). Knowledge, in turn,
has no commercial value until it is registered as intellectual property
with a government, or applied to a business problem. Knowledge can be
classified into three categories (Contractor and Ra 2002): (i) coded and
registered (e.g., patents or copyrights), (ii) codified but not registered
(i.e., knowledge which is written but deliberately not shared, such as
proprietary algorithms and confidential technology, corporate organiza-
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Vi Foreword

tion or routines, and trade secrets), and (iii) knowledge which is neither
codified nor registered (e.g., tacit knowledge that exists within the minds
of company employees, engineers, or craftspersons, and is difficult to
explain or codify in its entirety). As we move from category (i) to (iii) the
tacitness of the knowledge increases—that is to say, it is embedded in
the minds of employees, corporate routines, and organization. The
resource-based view of the firm, that competitive advantage stems from
rare, inimitable, and non-substitutable resources internalized within the
firm, is in effect saying that it is the thinking of managers, employees,
and leadership of the firm that ultimately matters (Wernerfelt 1984).

Business excellence and performance then depend on the quality of the
thoughts of a company’s personnel, or the quality of its human capital.
Human capital can be measured with physical metrics, such as health,
longevity, disease, infant mortality, etc. Happily, with improvements in
health worldwide over the past century, the measurement of human capi-
tal no longer emphasizes physical attributes (although many nations near
the bottom of the 193 members of the UN badly lag those at the top).
Instead, the measurement of human capital these days focuses more on
education, skill sets of the population, managers and employees, and the
efficiency of a nation’s or company’s processes.

This volume therefore focuses on some of the most important aspects
of business management, with its emphasis on quality standards, HRM
practices, organizational processes, and knowledge management, as well
as consideration for other stakeholders such as customers and suppliers,
these being the keys to competitive success.

In today’s dynamic global business environment, two additional
aspects are critical: (a) the fostering of an organizational learning capa-
bility and (b) alliance partnerships. Knowledge today is developing so
rapidly, and is so fragmented over various companies and countries,
that even the biggest firms cannot internally develop and combine the
multiple technologies that go into today’s complex products. Even a
giant pharmaceutical firm may have competencies only in some of the
many therapeutic areas (e.g., oncology, gastroenterology, hematology,
immunology, nephrology, and neurology). Moreover, modern drugs
need to draw from different scientific disciplines (e.g., genomics, physi-
ology, biochemistry, and nanotechnology). No single firm, however
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large, encompasses all these fields. Hence the need for learning from
alliance partners, or joint development with them.

The end-market applications of technologies are also fragmenting. A
computer chip machinery manufacturer has sensing capabilities at the
molecular level that can be very useful in improving the efficiency of solar
panels. But it has no prior marketing expertise in solar panels. In such a
case, an alliance between the computer chip machinery firm and a solar
panel company can enable synergistic complementarities. Similarly, a
European firm that lacks cultural or marketing understanding in Asian or
African markets may need to partner with a local firm which provides
local knowledge of distribution methods, culture, and government
contacts.

The two foregoing themes—Ilearning and cooperativeness in alli-
ances—are ultimately human traits, and a considerable literature exists to
show that companies that cultivate behavioral traits fostering organiza-
tional learning and cooperative relationship-building outperform rivals
(Contractor and Reuer 2014; Nilesen 2001).

I laud the authors, Flevy Lasrado and Vijay Pereira, whose book takes
a micro-foundational perspective—linking strategic success or perfor-
mance, with its underlying root cause, namely the human factor, or the
quality of human capital in a company.

Rutgers Business School Farok J. Contractor
Newark/New Brunswick, NJ, USA
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Introduction to Business Excellence

Aristotle stated that it is not enough to know about excellence, we must
try to have and use it. In the twenty-first century, it is impossible to rely
exclusively on financial parameters to measure, monitor, and sustain an
organisation’s success. Up to 75% of a company’s value can no longer be
measured by standard accounting techniques (Zdrili¢ and Dul¢i¢ 2016).
A standard accounting technique, for example, will describe how a firm
prepares and presents its business income, expenses, assets, and liabilities.
Further, due to competition at a global level in all spheres of business
activity, organisations that want to survive and lead in an industry today
must continuously improve their processes, services, and products to
achieve a competitive advantage, or, in other words, its business excel-
lence (BE). Thus, in these increasingly competitive business environ-
ments, BE allows organisations to assess their competitive strengths,
understand and manage their performance, develop and implement stra-
tegic plans, and, above all, find opportunities to learn (Ahmed 2015).

Through the empirical analysis in this book we contribute to our cur-
rent state of knowledge by asking the following questions: What is BE?
How can organisations achieve sustained BE? How does human capital
relate and contribute to BE?

© The Author(s) 2018 1
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In this introductory chapter, we define these questions and more. We
define BE and analyse its underlying principles, present an overview of
global BE models (BEM:s) and identify the common themes within them,
and provide best practice examples of the ways in which high-performing
organisations have implemented various excellence principles.

Introduction to Business Excellence

Simply put, excellence means taking steps to ensure that the techniques
and strategies that work today will be implemented in an even better and
wiser way tomorrow. In an organisational context, excellence manifests
itself through leaders and the management, who are dedicated to the
continuous improvement of their organisation’s key processes, working
conditions, morale, and general organisational culture. While a ‘good’
organisation uses sustainability, innovation, diversity, and risk manage-
ment to provide product and process quality, a truly excellent organisa-
tion goes above and beyond by satisfying its customers, employees, and
any other stakeholders while at the same time presenting a clear vision for
achieving the same or greater outcomes in the future. Mann et al. (2011)
described excellent organisations as those that strive to be not only ahead
in their profits, but also outstanding in everything they do by implement-
ing ‘improvement programs, initiatives and quality tools’ (p. 10) to
develop and strengthen management practices and organisational pro-
cesses, thereby improving their overall performance and creating value
for their stakeholders. More precisely, the idea behind BE is that quality
should not be focused only on the products and services produced by the
organisation; it should be the fundamental value of the organisation’s
management strategy (Evans 2008).

BE is therefore a philosophy of management or management approach
that emphasises the importance of transformation in business processes
and of striving for continuous improvement within an organisation to
yield superior performance. On the other hand, total quality manage-
ment (TQM) (also known as total productive maintenance) ‘defines a
management approach to long-term success through customer satisfac-
tion. In a TQM effort, all members of an organisation [i.e. its human
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capital] participate in improving processes, products, services, and the
culture in which they work’ (ASQ 2017). While the TQM movement
that began in the late 1980s has admittedly run its course, TQM organ-
isations that implemented BE early on in their life cycles have long
reported consistently high performance and market success, providing
valuable examples for companies that wish to achieve similar excellence
(Matias and Coelho 2011; Zairi and Alsughayir 2011). Thus, BE prin-
ciples developed in and modelled by TQM organisations provide a
‘jumping-off’ point for organisations that wish to identify opportunities
and capitalise on their learning.

Given its broad applicability, BE has a variety of definitions and con-
notations. Simply put, it refers to doing things better than one’s competi-
tors and constantly improving staff, systems, processes, and organisations
in a competitive environment (Arasli 2012). Its primary focus is deter-
mining how to achieve excellence in everything that an organisation does.
In an early study of BE, Kanji (1998, p. 633) described it as a technique
for scaling the ‘well-being’ of employers, customers, shareholders, or
stakeholders while simultaneously providing a means to comprehensively
evaluate business performance. More recently, Aras and Crowther (2010)
defined BE according to four fundamental concepts: profitability, sus-
tainability, good governance, and corporate reputation. Along similar
lines, the European Foundation for Quality Management (EFQM n.d.-a)
stated that BE is reflected in outstanding practices based on eight funda-
mental concepts: leading with vision, harnessing creativity, agile manage-
ment, encouraging their staff, adding customer value, developing their
organisational capability, being sustainable (in society as well as the
organisation), and sustaining their results.

It has also been argued that BE produces different outcomes according
to how long it is/has been implemented and at what stage of develop-
ment an organisation is when it begins using it. In the short term, BE can
help a company reach a return on investment (Mann and Grigg 2006)
and in the long term it can both generate and strengthen an organisa-
tion’s competencies. However, it is important to note that there is no
‘universal rule’ or one single path to successful BE implementation in
business (Harrington 2004; Oakland and Tanner 2008).
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Fortunately, organisations that aspire to achieve higher levels of excel-
lence can choose one or more existing BEMs to ensure that they continue
to improve and hold a competitive advantage. BEMs are frameworks
that, when applied within an organisation, can help to focus thought and
action in a systematic and structured way. These models are holistic
in that they focus on all areas and dimensions of an organisation and, in
particular, factors that drive performance. They provide a framework to
assist in the adoption of BE principles and serve as a reliable means
to measure how effectively this adoption has been executed.

Foundations of Human Capital

The principal questions we aim to probe in this book relate to defining
what BE means for firms across the globe, and how these firms achieve
sustained BE. But more importantly, we contribute by investigating how
human capital relates and contributes to BE, through best practice exam-
ples in which high-performing organisations have implemented various
excellence principles. In other words, we investigate the role of human
capital in achieving business excellence. Put simply, human capital is the
extent of the commercial worth of an employee’s or team’s skills, knowl-
edge, experience, attitude, value, and motivation to an organisation
(micro level), industry (meso level), or nation (macro level). In Chap. 2,
we discuss in detail how various theoretical foundations of human capi-
tal, alongside other relevant management theories, collectively help a
firm in its pursuit of achieving greater BE.

Global Business Excellence Frameworks

During the TQM movement of the late 1980s and early 1990s, the stra-
tegic significance of quality in business became universally recognised.
Drawing on early innovations in Japan, which launched the Deming
Prize to identify quality practices in 1951, organisations began to imple-
ment award programmes to increase quality and excellence in business.
The frameworks and criteria for ensuring quality developed during this
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time laid the groundwork for contemporary BE principles. As Adebanjo
(2001, p. 39) astutely remarked, ‘BE took off where TQM failed’.

Today, organisations follow updated BEMs in every aspect of their
day-to-day operations to achieve quality, value, and sustainability both
for themselves and for their stakeholders. The two most commonly used
BEMS are the Baldrige Criteria for Performance Excellence (BCPE),
developed in the United States, and the EFQM Excellence Model,
developed in Europe. These BEMs provide highly structured manage-
rial approaches. They also ensure that organisational review remains
holistic; that is, they consider all levels of the organisation and all fac-
tors that can influence performance. They enable any organisation to
clarify factors that inhibit or accelerate organisational advancement and
provide tools to implement targeted strategies. Moreover, these models,
which acknowledge the distinct nature of the enterprise in which they
are used, have proven relevant to all types and sizes of organisation:
multinational, small to medium-sized enterprise (SME), not-for-profit,
public sector, and so on.

Administered by the National Institute of Standards and Technology
(NIST), the BCPE is non-prescriptive and provides comprehensive crite-
ria for BE, requiring organisations to diagnose overall performance man-
agement systems, identify opportunities for improvement, and assess
their improvement efforts (NIST 2017a). Its scope is also wide and takes
in the whole organisation using 11 core values which are assessed across
the model’s categories. Systemic processes make up six of the seven cate-
gories used (operations focus; leadership; workforce focus; strategic plan-
ning; measurement, analysis, and knowledge; and customer focus) which
contribute to the seventh category, performance results. Each area of
organisational performance is measured and scored according to a 1000-
point system (Asif and Gouthier 2014).

The EFQM (n.d.-b) administers the EFQM Excellence Model. This
model consists of three categories: underlying principles, nine criteria
for excellence, and a management tool, RADAR (Results, Approach,
Deployment, Assess, and Refine); this tool is used to power continuous
improvement. Like the BCPE, the EFQM’s model is non-prescriptive; it
acknowledges and exploits the fact that an outcome is not necessarily
limited to the use of one particular method but can be achieved via
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multiple approaches. The model consists of five ‘enablers’ used to achieve
results. The enablers—leadership; people; strategy; partnership and
resources; and processes, products, and services—represent the pro-
cesses, structures, and means required to achieve results. The model is
based on the premise that organisations must have processes and struc-
tures in place to drive excellent results. The global BE frameworks thus
encourage high performance and provide tools to develop effective per-
formance practices and create value.

The EFQM model is widely used in Europe and the Middle East.
Similarly, according to NIST (2016), over four million copies of the
Baldrige Criteria for Performance Excellence were distributed in the United
States from 2010 to 2014 alone, and this does not include copies down-
loaded from the Web or those available as books or at state and local
award programmes.

Across the globe, many countries took cues from these models and
adopted national quality and excellence awards. In the early 2010s, the
number of national quality awards was estimated to be approximately
100 (Mann et al. 2011). Only a few years later, however, a study con-
ducted by the Center for Organizational Excellence showed that there
were only 61 excellence awards in place (Ahmed 2015). While there has
been an overall decline in the number of award frameworks, global frame-
works for quality and excellence are being updated regularly. The Malcolm
Baldrige National Quality Award (MBNQA) criteria were updated every
five years from 1988 to 2003, and, since 2009, the criteria have been
formally revised every two years, with the latest revisions made in 2017.
The latest revisions to the EFQM model were made in 2013. As these
frequent changes suggest, the general concept of BE has not been static
over the years, but is instead dynamic and constantly evolving. We now
discuss how organisations achieve sustained BE by identifying core
themes of excellence.
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Achieving Sustained Business Excellence:
Core Themes

World-class organisations often owe their achievements and excellence to
specific innovative practices that fit their specific business environment,
be they unique strategies, unique business models, or unique operational
processes. These practices are developed as organisations engage in self-
reflection on their journey to excellence—reflection that asks how the
organisation performs as an organisation, what it is best at, what it needs
to improve upon, what the role of BE is, and how human capital contrib-
utes to BE, and so on. BEMs provide a framework, as well as tools and
techniques, to guide organisations in these processes of evaluation
(Zapata-Cantu et al. 2016). More specifically, they facilitate the full inte-
gration of improvement activities into an organisation (e.g. Porter and
Tanner 2004; Zdrili¢ and Dul¢ié 2016).

Accordingly, it has long been recognised that sustained, high-
performance results in business can be derived from the systematic adop-
tion of the core principles of BE. Porter and Tanner (2004) have defined
core excellence values as leadership, customer focus, strategic alignment,
organisational learning, people focus, partnership development, fact-
based processes management, results focus, and personal responsibility.
We will look at each core principle in depth, followed by an example of
that principle in practice.

Leadership

According to Porter and Tanner (2004, p. 6), ‘[tlhe specific leadership
behaviours of setting a clear direction and values for the organization,
creating customer focus, and empowering the organization and its people
in the pursuit of excellence are key to all excellence approaches’.

This theme basically emphasises that leaders are responsible for align-
ing an organisation’s resources towards achieving benefits for all its stake-
holders. In this sense, they will direct their organisations through
well-thought-out strategies and utilisation of human capital as well as
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other resources in gaining customer satisfaction that result in superior
organisational performance.

Leadership in Practice

According to the NIST website (2017b), MBNQA winner Don Chalmers
Ford (DCEF) is a business that places importance on leadership that fol-
lows a customised leadership framework. This systematic framework was
improved five times over a period of 20 years to arrive at the successful
model that it is today. Organisational sustainability and employee satis-
faction are achieved by identifying stakeholder expectations and using
them to direct final results. Communication and interaction are key ele-
ments of this framework. DCF utilises employee and customer interac-
tion platforms, which begin with an expectation that is then developed
into a goal. Areas of improvement are identified along the way, as well as
avenues for intelligent risk-taking or new products, processes, and ser-
vices. DCF also supports their corporate governance in being ethical and
socially responsible leaders by aligning projects and sales with commu-
nity partnerships. Employee engagement, vision deployment, and com-
mitment to core competencies are enforced by every member of the
official organisational structure and team efforts are always recognised.
DCEF also makes a notable annual corporate contribution by mentoring
other companies and sharing knowledge of their quality-based experi-
ences. Thus, the vision, mission, and values of the company are reflected
in every stage of the leadership system model.

Customer Focus
According to Porter and Tanner (2004, p. 6),

[cJhe customer is the final judge of product quality and service delivery.
Customer loyalty and retention are best achieved by understanding the
current and future needs of current and prospective customers. The voice
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of the customer is critical in designing the product or service ‘offer’, and in
designing the processes that impact on the customer.

So, it is the kind of thinking that ensures ‘the customer is in the driver’s
seat’. Hence, when customer requirements are understood and fulfilled
by setting up appropriate end-to-end processes, product or service satis-
faction is likely to be high. Organisations therefore have to strive to
achieve this.

Customer Focus in Practice

According to NIST (2017b), customers are the focal point of the
Charleston Area Medical Center (CAMC), which is thriving in the
health-care industry. By broadly classifying four different patient groups
and customer or market segments via a wide range of qualitative and
quantitative data-listening methods, it has developed a customer com-
munication and response system, along with a service excellence team to
supervise it. Customer feedback and customer support is used to track
performance measures and manage customer expectations. Social media
and Web technology are also used to listen to customer compliments and
grievances. A customer touchpoint committee then uses a standardised
method to evaluate the comments and thus further understand customer
requirements. A monthly meeting is also held in which the service excel-
lence team discusses the metrics of trends and top issues related to patient
experience enhancement. Mapping and benchmarking these trends and
issues helps service leaders improve customer response as well as deter-
mine other market segments, which are differentiated according to ser-
vice groups analysed through forecasting and aggregation. Finally, existing
programmes and their relevance are reviewed for quality assurance. Key
driving points for customer satisfaction/dissatisfaction and engagement
are assessed to eliminate dissatisfying processes.
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Strategic Alignment

Porter and Tanner (2004, p. 6) point out that ‘[a]ll the excellence models
stress the importance of strategic development, alignment and planning.
In this respect, an excellence approach can be differentiated from many
TQM-type programmes, where a lack of strategic integration frequently
results in bolt-on quality programmes’.

Organisations have to give clear importance to strategic planning. This
is the fundamental ingredient to improving quality. It is only when you
have a plan, and integrate your resources with the plan, that good results
can be achieved.

Strategic Alignment in Practice

MidwayUSA, a rare two-time winner of the MBNQA (in 2009 and
2015), carries out strategic planning for its overall company and indi-
vidual departments by consistently reviewing the organisation’s strategic
planning process and its ability to meet organisational goals. The strategic
plan requirements range from sales growth to customer retention to
meeting quality standards.

Data gathered and presented through balanced scorecards and pro-
jected trends is analysed using category matrix analysis, and any blind
spots in the planning are addressed by conducting company- and
department-based SWOT (strengths, weaknesses, opportunities, threats)
analyses. These data are also employed to develop action plans which are
used to develop an overall key growth plan as well as to address goals
en route to completing strategic objectives. Suppliers, partners, and com-
petitors are carefully considered when building the key growth plan,
along with both internal and external costs and barriers (NIST 2017b).



Introduction to Business Excellence 1

Organisational Learning, Innovation,
and Improvement

Stimulating individual and organizational learning, innovation and
improvement through the effective sharing of knowledge and information
is a critical element in an excellence approach. (Porter and Tanner 2004,

p- 6)

Human capital is indeed vital to organisational success. Creativity and
innovation are the core elements nurtured though an organised process.

Organisational Learning, Innovation,
and Improvement in Practice

The Charter School of San Diego (CSSD), winner of the MBNQA in
2015, offers quality academic programming for all students and has been
particularly successful in implementing redirective programmes to
address the needs of students at higher risk of dropping out. As a busi-
ness, CSSD concentrates its efforts on sustainability and fair practices.
CSSD uses research to develop and hone its sustainability plan and
organisational structure. Electronic data are collected and integrated into
a knowledge management system; this information then informs employ-
ees’ team and individual scorecards. Social media is monitored daily by
the communications department, which enables CSSD to provide imme-
diate responses and feedback to customers and stakeholders. Further,
organisational data are made immediately available to the appropriate
stakeholders through fully integrated information technology systems.
CSSD also utilises outside research (such as a survey of charter schools’
successful ventures) to inform its practices. CSSD thus obtains organisa-
tional data and information through a wide range of approaches, and
manages these data to ensure accuracy and validity, integrity and reliabil-
ity, and currency. Overall, here too, the role and importance of human

capital is visible (NIST 2017b).



12 F. Lasrado and V. Pereira

People Focus
According to Porter and Tanner (2004, p. 6),

[a]n organization’s success is highly dependent upon the knowledge, skills,
creativity and motivation of its people. This ‘people potential’ is best har-
nessed through shared values supported by a culture of trust and empower-
ment. Valuing people is a critical element in an excellence approach.

Thus, people are a great resource which cannot easily be imitated by a
competitor. Organisations should therefore constantly develop strategies
to make their workforce, that is, human capital, a key competitive
advantage.

People Focus in Practice

Mid-America Transplant Services (MTS), a 2015 MBQNA winner, uti-
lises systematic strategic discussions to cultivate a mission-driven work-
force and address business, market, and regulatory challenges and
opportunities. The reinforcement of customer and business needs is a
priority for MTS and is managed by its leadership system. MTS’s mission
statement is also a key factor in staff engagement, satisfaction, and
retention.

Through its workforce planning process, MTS manages the needs of
its workforce and the overall organisation, assesses its workforce capabil-
ity and capacity, ensures continuity, and prevents workforce reductions.
During hiring, necessary skills are identified in job descriptions and inno-
vative recruiting methods are utilised to ensure that the workforce, that
is, its human capital represents the diverse cultures of the community;
these methods include recruiting via local community colleges and uni-
versities as well as social networking outlets such as Facebook, Twitter,
LinkedIn, and CareerBuilder.

Once hired, employee competencies are monitored through a perfor-
mance evaluation process. MTS assesses staff by soliciting feedback
through monthly as well as ongoing strategic discussions at work system
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meetings, leadership team meetings, and executive leadership team meet-
ings. MTS also gathers feedback from staff focus groups that are repre-
sentative of all workforce segments, effectively allowing the organisation
to validate engagement drivers for all of its employees.

MTS further systematically assesses workplace environmental factors
to ensure and improve workforce health by utilising a comprehensive
wellness programme. Additional organisational policies that support the
well-being of the workforce include a generous paid leave plan, an emer-
gency medical bank plan, paid holidays, tuition assistance, and an
organisation-wide incentive plan. MTS thus organises and manages its
workforce at individual, key process, and work system levels, as seen in its
work system alignment. The culture of MTS reinforces intelligent risk-
taking to achieve innovation, allowing the organisation to ensure that all
goals and targets are closely monitored and that accountability is achieved,
all of this through its focus on human capital (NIST 2017b).

Partnership Development

Porter and Tanner (2004, p. 6) write that ‘[o]rganizations need to develop
longer-term strategic mutually beneficial partnerships with a range of
external partners, including customers, suppliers and education organiza-
tions. Successful longer-term partnerships focus on delivering sustained
value for the partners’.

Partners are central to any business today. Organisations can succeed
when they deploy mutual long-term relationships with their partners.

Partnership Development in Practice

MidwayUSA, the 2009 and 2015 winner of the MBNQA, recognises
that suppliers and key partners are critical to maintaining customer satis-
faction and organic company growth. By implementing a variety of strat-
egies, MidwayUSA promotes collaboration with and among suppliers
and partners to improve performance, results, and overall satisfaction.
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MidwayUSA selects suppliers using a supplier relationship manage-
ment and setup process, which assesses estimated performance according
to specific criteria directly related to stakeholder requirements as well as
merchandising strategies, sales quotas, profit margins, inventory turnover
requirements, and customer needs and values. The organisation also
manages its supply chain according to a recurring process cycle that
begins with supplier programme management and supplier relationship
management. In addition to suppliers making site visits, and sales repre-
sentative communication processes, Midway gathers feedback from key
suppliers and partners, known as the Top 10 or Next 10, via annual sur-
veys regarding their requirements and satisfaction as well as annual plan-
ning meetings.

MidwayUSA also utilises a monthly supplier performance evaluation
process to assess and maintain effective supplier and partner relation-
ships. The results of these evaluations are published in supplier perfor-
mance reports, which include data on inventory analysis and aging, in
transits, in stock rate, and overall performance. These data are then inte-
grated with Midway’s dashboards, merchandising scorecard, company
scorecard, and monthly category sales reviews by product line. Suppliers
are notified when they fail to meet performance criteria. All these excel-
lence practices are supported by its human capital (NIST 2017b).

Fact-Based Processes Management
According to Porter and Tanner (2004, p. 7),

[plrocesses are the ‘engines’ that deliver every organization’s value proposi-
tion. The focus of all excellence approaches is on designing processes to
meet customer requirements, systematically managing processes on the
basis of facts and improving processes on the basis of customer feedback
and feedback from the process itself. Process capability is based on the abil-
ity of the organization’s processes to meet customer requirements.
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So processes are hard-factor mechanics for improving quality. These
are to be designed and managed by effective and efficient human
capital.

Fact-Based Processes Management in Practice

At MidwayUSA, services are developed using process design to align key
performance indicators with business needs and direction. Process effec-
tiveness audits, as well as LEAN and Six Sigma projects, are used to
improve process effectiveness and efficiency while reducing performance
variability. MidwayUSA conducts an annual review to analyse processes
and facilitate integration and improvement. It also implements the
International Organization for Standardization (ISO) audit process to
assess ISO compliance and determine if processes are meeting require-
ments. Improvements and corrective actions are identified, implemented,
and refined through reviews, audits, and improvement projects.
Effectiveness and efficiency measures are reviewed on a monthly and in-
process basis at both the company and department level, and dashboards
are used to monitor the daily performance of operations. MidwayUSA
has also established productivity measures for individual employees where
appropriate, and these individual performance measures are integrated
with the overall performance management process. Additionally,
MidwayUSA’s process design system uses LEAN principles to prevent
defects, service errors, and rework. Processes are developed with an eye to
minimising the cost of inspections and audits, as well as variances or non-
compliance, by including automated system checks, in-process reports,
and alerts. This also reduces the costs of inspections, tests, and audits.
These efforts, taken in total, have led to improvements in key measure
performance. For example, the implementation of the Nitro Express
shipping system in 2010 resulted in efficiency and productivity improve-
ments from 2011 to 2014 and increased system throughput from 780 to
1765 invoices per hour, a 126% improvement (NIST 2017b).
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Results Focus

Porter and Tanner (2004, p. 7) write that ‘[e]xcellence is concerned with
creating value for all the key stakeholders, including customers, employees,
suppliers and partners, the public and the community at large. Balancing
the needs of all these key stakeholders is a critical part of developing
successful strategies’.

Results signal the performance of the organisation. These are the out-
comes achieved as a result of integration of human capital into business
excellence themes.

Results Focus in Practice

St. David’s HealthCare, an MBNQA winner in 2014, is reported by the
NIST (2017b) website to have

exhibited exceptional performance in net revenue growth through
expanded operations and operational discipline between 2007 and 2013,
with an increase of more than 70 percent. Additionally, the return on assets
has increased from approximately 17 percent in 2007 to 33 percent in
2013, far exceeding the 4.7 percent average benchmark for Moody’s
AA-rated organizations. [Its] financial strength allows it to reinvest in its
facilities each year without incurring any long-term debt.

Further, Hill Country Memorial (HCM), a 2014 award recipient,

demonstrated significant improvements in its financial performance from
2010 to 2013. During that period, HCM’s net income increased from $10
million to nearly $20 million, cash flow to total debt ratios improved from
50 to 60, and cash and investments to debt ratios improved from less than

1.5 to higher than 3. (NIST 2017b)
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Social Responsibility

According to Porter and Tanner (2004, p. 7), ‘[r]responsibility to the
public, ethical behaviour and good citizenship are important in an excel-
lence approach, and are critical to the longer-term interest of the
organization’.

Thus, achieving results in a social arena is an important element of
business excellence and, more importantly, human capital has a key role
to play in obtaining such results, in particular by influencing the decision-
making that has an impact on society as a whole.

Social Responsibility in Practice

At the BMW Plant in Regensburg, Germany, winner of the EFQM
Excellence Prize in 2013, ‘[t]argets for ‘carbon free energy supply’ and
activities behind that (skills, technical developments) have reduced car-
bon emissions by about 25% from 2006 to 2012’ (EFQM 2013a).
Similarly, Wakefield and District Housing, another 2013 EFQM
Excellence Prize winner, reduced carbon emissions by over 18% from

2008 to 2011 (EFQM 2013b).

Conclusion

This introductory chapter has explored the influence of BE through the
role of human capital and its values in business organisations. BE frame-
works are a way forward for organisations that seek to carry out effective
evaluations and build improvement plans for ongoing sustainable excel-
lence. This aspect has already been demonstrated by organisations across
the world using the previously discussed BEMs as the basis for continu-
ous performance improvement.

Additionally, global frameworks, such as the MBNQM and EFQM,
have been used as the basis for many national quality awards developed
worldwide. Although the number of quality award models has seen a
decline in recent years, the number of global frameworks has remained
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consistent and the criteria for these frameworks have undergone substan-
tial revision, ensuring that they remain relevant and can be adapted to
specific industries.

Common themes in BEMs, with some case examples, were also dis-
cussed. The core themes of excellence are: leadership, customer focus,
strategic alignment, organisational learning, people focus, partnership
development, fact-based processes management, and results focus. Each
of these values needs to be integrated to achieve performance or business
excellence within an organisation where the role of human capital is seen
to be paramount. In Chap. 2, we will explore relevant theories that link
to business excellence.

Opverall, the key points emerging from this chapter are that BE frame-
works are a way forward for organisations that seek to carry out effective
evaluations. The core themes of BE stated here are linked to the TQM
approach. There needs to be a mechanism to assess organisations’ overall
values besides financial standards. The BE frameworks help organisations
to build improvement plans for ongoing sustainable excellence. Although
a special excellence model may not suit the needs of an organisation,
global excellence frameworks can be a starting point to carry out a self-
assessment based on non-tangible aspects. The core themes of excellent
leadership, customer focus, strategic alignment, organisational learning,
people focus, partnership development, fact-based processes manage-
ment, and results focus have to be integrated to achieve performance or
BE within an organisation. Organisations can develop unique business
models that reflect relevant measures and values based on which an
improvement roadmap can be drawn for sustaining business results.
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Theoretical Frameworks

Introduction

The goals or objectives of human resource management (HRM) are mul-
tifold. From a business perspective, the foremost are economic objectives,
which lead organisations to follow cost-effectiveness, organisational flex-
ibility, and sustained competitive HR advantage. Thus, a fundamental
economic goal in HRM is for managers to try to stabilise an effective
production system at a cost that is competitive in their industry. There are
differences in what this means across different industries. Thus, capital-
intensive (high-tech and knowledge-intensive) contexts and labour-
intensive (manufacturing and low-skill) services will need different
strategies. Similarly, when it comes to organisational flexibility, some
element of flexibility is important in an organisation’s HRM if it is to
cope with change. The five aspects of flexibility are numerical flexibility,
financial flexibility, functional flexibility, short-term responsiveness, and
long-term agility. Achieving business excellence requires recognising
which flexibility is needed for the organisation, which in turn will help
address particular areas. Lastly, when it comes to sustained competitive
(HR) advantage, there is a need for a higher-order economic goal which
involves achieving sustained, superior profitability despite the efforts of
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competitors. This is achieved through human capital advantage (HCA)
and social capital advantage (SCA) and more specifically through labour-
cost advantage (LCA) and labour-differentiation advantage (LDA).

Other objectives of HRM are sociopolitical, and these include areas
such as social legitimacy and managerial autonomy or power. Social legit-
imacy is the fundamental sociopolitical goal in HRM. It covers compli-
ance with legal requirements and adaptation to important social norms:
regulative, normative, and cultural-cognitive. In practice, the legitimacy
goals of employers vary from non-compliance to compliance, through to
‘employer of choice’ objectives. These have all been known to lead to
superior business excellence in firms. Similarly, when it comes to mana-
gerial autonomy and power, management also has an underlying motive
to enhance its power. Much of this is a natural and necessary impulse but
it carries the potential to undermine employee motivation and may set
managers at odds with the interests of other stakeholders.

Human Capital

When it comes to the role of human capital in business excellence, we
argue here that human capital can impact on two determined levels: indi-
vidual and organisational. On an organisational level, we extend the
arguments made by Boxall (1998), that human resource advantage
(HRA), the positive differentiation through human resources, is por-
trayed in two ways: first, by HCA, through superior forms of human
capital (i.e. recruiting and retaining people with high-value tacit knowl-
edge and skills); and second, by organisational process advantage (OPA),
through superior social capital, systems, and processes (i.e. managing
people in ways that create higher levels of trust, cooperation, and com-
mitment). The argument here is that the outcomes to attaining greater
business excellence will be achieved when these two sources reinforce
each other, that is, HRA = f (HCA.OPA).

On the individual level, managing people, that is, HRM, is an inevi-
table process in organisations. HRM is about managing work and people,
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including both individual and collective dimensions, which is also an
aspect of all management jobs. HRM can thus be usefully understood as
a set of activities aimed at building individual and organisational perfor-
mance (P). Further, at the individual level, HRM consists of managerial
attempts to influence individual ability (A), motivation (M), and the
opportunity to perform (O). At the group or collective level, HRM plays
an important role in building workforce organisation and capabilities
and the general climate of employee attitudes. Thus, the following for-
mula becomes pertinent when it comes to achieving greater business
excellence through superior performance:

P=f (A.M.O),where P = Performance; A = Ability;
M = Motivation; O = Opportunity

Resource- and Knowledge-Based View

Another important theory we link to business excellence is the resource-
based view (RBV) of the firm. For many years, the internal side of the
SWOT model (strengths, weaknesses), including operations manage-
ment and critical HR issues, was devalued by models of strategy that
focused only on external aspects (opportunities, threats) (e.g. Porter
1990). The RBV has helped to rebalance that situation, as it looks at the
internal characteristics of a firm and is a major branch of the theory of
strategic management. One of the first proponents of the RBV, Edith
Penrose (1959), argued as follows:

¢ The firm is an administrative structure and a bundle of productive
resources.

* 'The knowledge and experience of the management team and their
subjective interpretation (or ‘images’) of the firm’s environment make
a major difference to how firms evolve.

* Firms are ‘heterogeneous’ rather than ‘homogeneous’: they retain
important differences even when competing closely.
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This perspective was picked up by Wernerfelt (1984) and then by a
series of other strategy writers from the late 1980s (e.g. Barney 1991).
They argued that resources could be both tangible and intangible semi-
permanent assets of a firm. For example, these could include in-house
knowledge of technology, brands, skilled employees (and quality of
employee know-how), trade contacts, machinery and equipment, capital,
efficient processes, and reputation with customers—to name a few. In the
RBYV, the desirable resources or ‘strategic assets’ possess specific character-
istics. Such resources are argued to be

* Valuable: helpful in grasping opportunities or countering threats in
competitive markets, to deliver superior results

* Appropriable: capable of benefiting the firm’s shareholders (if internal
bargaining by managers and employees soaks up the superior produc-
tivity of a firm’s resources, shareholders will not benefit through greater
profits)

* Inimitable: very hard to imitate or copy, either directly or indirectly
(i.e. by substitution)

The literature further argues that ‘resources’ will not deliver superior
value if they are easily imitated. Barriers to imitation include the
following:

* Unique timing and learning: path dependence; getting to the action
ahead of others and learning more quickly from experience

* Social complexity: the network of relationships that grows as people
work together inside and across organisations (social architecture/
social capital)

* Causal ambiguity: the uncertainty, inside and outside a high-
performing organisation, as to what exactly makes it successful

Hamel and Prahalad (1994) developed the idea of ‘core competencies’
(earlier referred to as ‘distinctive’ competencies) for the application of
RBV in a firm to, for example, business excellence. A core competence
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¢ Includes a bundle of skills and technologies that enables a company to
provide particular benefits to its customers.

* Is not product-specific.

* Represents the sum of learning across individual skill sets and indi-
vidual organisational units.

* Must be competitively unique.

* Is not just an asset in the accounting sense of the word.

* Represents a broad opportunity arena or gateway to the future.

Hamel and Prahalad (1994) state that to apply RBV two important
aspects have to be understood by firms: first, an emphasis on developing
a knowledge-based rather than a product-based understanding of a firm;
and second, whatever the terminology, human and social capital is clearly
an essential aspect of a company’s special competencies. Leonard (1998),
too, came up with four dimensions of what she called ‘core capabilities’.
She identified these as employee knowledge and skill; physical technical
systems; managerial systems; and values and norms. Her model illustrates
the HR implications more clearly: for example, each strength can become
a weakness, continuous renewal is required to avoid ‘core rigidities’, and
recognising the strategic importance of capabilities to a firm.

One example of the application of RBV through the core competency
argument is Apple, which can be said to be ‘making user-friendly user
interfaces and design’. Similarly, the core competency of Walmart can be
said to be ‘groceries at a low cost’ and that of Dell ‘custom-made PCs
direct from the manufacturer at a low cost’. Note that these overarching
competencies and service strategies, in effect, lead organisations to iden-
tify several such core competencies that contribute and are valuable and
inimitable. These could be in HR, marketing, operations, finance, IT,
supply chain, processes, R&D, and so on, or could involve a combina-
tion of these functions. The key question then is how do these core
competencies/capabilities lead to greater business excellence? The RBV
thus encourages a focus on the know-how of firms, both technical and
managerial. Such know-how focuses on the creation and exploitation of
knowledge and organisational learning. In this context, some speak of
the knowledge-based view (KBV) of the firm, although firms vary in
knowledge intensity, with some operating effectively with fairly stable
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know-how while others work in knowledge-intensive conditions. For all
firms, however, the environment can change. Therefore, the need to
build the capacity for learning, or the firm’s dynamic capability (Teece
et al. 1997), is a critical issue, and people are naturally central to this
process. It is also argued that sources of superior value will not come
from individual HR policies but rather from astutely crafted and consis-
tently enacted HR systems. Thus, HR systems are an especially valuable
part of social capital when they enable the firm to recruit and retain
highly talented people and to optimise their interactions. These indi-
viduals become the elite group of core employees, who lead in achieving
business excellence for a firm.

Corporate Social Responsibility

Corporate social responsibility (CSR) is part of every business strategy
and has grown with increasing recognition within business and academic
circuits in recent years (Anderson and Bieniaszewska 2005; Doku and
Appiah-Kubi 2014; Egri et al. 2004; Kuada and Hinson 2012; Lynes and
Andrachuk 2008; Tullberg 2005). CSR as a strategy has also received the
attention of the popular press through magazines and journals as it cap-
tures some aspects of information in the areas of conferences, seminars,
campaigns, advocacy, and technical advice (Carroll and Shabana 2010).
CSR strategies are needed to correct or minimise the impact of business
operations within society, and they also enhance cordial relations between
the two in order to attain an environment conducive to operations.
Arguably, investing in one’s business society is not parallel to the share-
holder objective of wealth creation. Thus, can advancing business excel-
lence through the role of an organisation’s human capital be the bridge
that creates CSR that is inclusive to all stakeholders?

Empirical evidence has established that enterprises that work towards
meeting stakeholders’ expectations, for example through business excel-
lence, have a high propensity to increase profit, which helps to achieve
the shareholder objective (Economist Intelligence Unit 2008; Kim and
Statman 2011; KPMG International 2011; Darnall et al. 2008; Marom
20006). For instance, a highly motivated workforce (human capital) may
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employ innovative skills to manage costs efficiently to the benefit of
shareholders. Again, as reiterated by the United Nations, where CSR is
carefully managed, certain operational costs are avoided as there is the
tendency to record fewer lawsuits, public protests, and other interrup-
tions by local communities, and to a large extent, the global business
community. The United Kingdom Department of Trade and Industry
reinforces this and posits that the era when CSR was perceived to be in
conflict with shareholders™ interests is past; the new order is that while
continuing to work for the interests of its investors, firms must embrace
the well-being of society as a whole. Apart from working to attain the
objectives of those who provide financial resources for investments, cor-
porate bodies are to meet the expectations of other key stakeholders. For
a multinational mining enterprise (MNE), key stakeholders apart from
the shareholders may include local and national governments, employees,
local communities, contractors, environmental advocacy groups, and
financial market operators. Each of these stakeholders has particular
expectations that need to be satisfied by the company. For example,
employees are generally interested in job security and conditions of ser-
vice; the government and environmental activists may want firms to
adhere to laws relating to the environment, labour, and taxation. Similarly,
the local community may expect minimal environmental footprint from
industry, job creation activities, and, perhaps, the provision of certain
social amenities. Schoenberger-Orgad and McKie (2005) contend that it
is imperative for those in charge of governance to constantly address and
review the subject of CSR at the decision table. Governments in both
advanced and developing countries continue to formulate policies around
CSR to show their commitment to protecting the environment and soci-
ety (Wiggins et al. 2004; Sugiyama and Takeuchi 2008; Zhang and Wen
2008; Yuan et al. 2009; Solangi et al. 2011). Various stakeholder groups
including international bodies, civil societies, non-governmental organ-
isations, and local communities are promoting the need for corporate
bodies to act responsibly (Aguilera et al. 2007). Despite the multitude of
literature on CSR, scholars and interested parties alike have not settled on
a common definition for the concept (Crane et al. 2008; Matten and
Moon 2008). Perhaps the difficulty in agreeing on a common definition
lies in the fact that CSR is dynamic, and cannot be confined to a fixed list
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of activities. As the Economist Intelligence Unit (EIU) (2008) puts it,
CSR approaches are seen differently among industries, job functions, and
even geographical locations. In a recent survey that examined the impact
of sustainability on enterprises, KPMG International (2011) defined
CSR as being about adopting business strategies that meet the current
expectations of an organisation and its stakeholders while sustaining both
human and natural resources, which will be needed in the foreseeable
future. This definition is in conformity with an earlier study by the EIU
(2008, p. 4) that posits that CSR is ‘those policies and processes which
enhance the financial, environmental, societal, human, and other
resources on which the company involved depends for its long-term
health’. In other words, greater business excellence can be achieved
through CSR activities that are inclusive and driven by human capital.

For the past decade, academic literature on CSR has been dominated
by the importance and benefits of the concept for shareholders (Servaes
and Tamayo 2013; Holtbriigge and Dégl 2012; Kuada and Hinson 2012;
Carroll and Shabana 2010; Du et al. 2010; Vaaland and Heide 2008).
Unfortunately, there has been little research on effective CSR implemen-
tation strategy that will deliver optimum gains to the shareholder (Rangan
etal. 2012). In a study of CSR partnerships among mining companies in
South Africa, Hamman (2004) found that certain enterprises imple-
mented their CSR programmes independently of the indigenous people.
He emphasises that some companies narrowly view their CSR responsi-
bilities as doing ‘the right thing’ by donating towards charitable causes.
Thus, companies do not consider any other way of ‘doing’ CSR other
than donating. They wouldn't consider taking active environmental mea-
sures to clean up their industry themselves, or being in dialogue with the
indigenous people to find out what they want. Proper engagement of
local communities or their appointed representatives by MNEs will
ensure the former’s views are taken on board during the planning of
developmental projects (Shift 2013). The lack of stakeholder engagement
could affect the impact of the project and also increases the risk of con-
flict between the two parties (Shift 2013).
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Signalling Theory

Signalling theory is useful for describing behaviour when two parties
have access to different types of information (Connelly et al. 2011). That
is, the sender may select or signal some information whilst the other
party, the receiver, may choose how to interpret the signal. Accordingly,
signalling theory holds a prominent position in a variety of management
literatures, including strategic management, entrepreneurship, and
HR. Signalling theory is thus fundamentally concerned with reducing
information asymmetry between two parties (Spence 2002).

Whilst developing the signalling theory, its architect utilised the labour
market to model the signalling function on education of a workforce. Its
effectiveness explains the pervasive nature of the theory which has been
used in a health-marketing context in India (Spence 1973, 2002).
Furthermore, in Spence’s classic example (1973), the characteristic of
quality refers to the underlying, unobservable ability of the signaller to
fulfil the needs or demands of an outsider observing the signal or the abil-
ity of the individual to complete the signalled action. Hence, in the con-
text of this book, we argue that the signals about its business excellence
strategies and priorities that the organisation sends out to its internal
(human capital) and external (end users) customers will ascertain its
success.

Conclusions

We now bring together the discussed theoretical strands to formulate a
thematic model for our book (Fig. 2.1).

We argue that firms can achieve greater levels of business excellence
through the intervention of human capital at two levels: the individual
and the organisational. On an individual level, performance equals the
sum of an individual’s ability, motivation, and opportunity, that is, P = f
(A.M.O), where P = performance, A = ability, M = motivation, and O =
opportunity; and on an organisational level, HRA = f (HCA.OPA), where
HRA = human resource advantage, HCA = human capital advantage, and
OPA = organisational process advantage. The RBV of a firm helps to
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rebalance both the internal characteristics of the firm (strengths and weak-
nesses) and the external environment (opportunities and threats) and, in
the context of human capital, it helps identify a firm’s core competencies
in a way that is valuable, rare, inimitable, and organised so that it can
achieve greater business excellence. The role of human capital in business
excellence can also be viewed through a CSR lens in that each stakeholder
has particular expectations that need to be satisfied by the firm. Thus,
shareholders, employees, suppliers, partners, the government, environ-
mental activists, the local community, and so on would all benefit if the
firm pursues and achieves greater business excellence through human cap-
ital. Lastly, signalling theory as a lens is important in the context of our
book for the following reason: with regard to the role of human capital in
business excellence, as a signaller or sender of its business excellence strat-
egy, the firm may select or signal some information whilst the other party,
the receiver, who could be any of the stakeholders discussed earlier, may
choose how to interpret the signal. The role of human capital here becomes
pivotal in this tangible and intangible communication process, as humans
need to identify and communicate the correct ‘signals’ in the context of
business excellence to the various stakeholders.
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Impacts of Business Excellence Models:
Empirical Evidence from the UAE

Introduction

The first two chapters discussed business excellence (BE) and its links to
human capital and the relevant theories. In this chapter, we will investi-
gate how excellence frameworks help businesses grow efficiently and
effectively in many ways. Such frameworks integrate technology, infra-
structure, and personnel successfully to achieve the organisation’s overall
goals. According to In Search of Excellence by Thomas Peters and Robert
Waterman, a survey showed that over the course of 20 years, organisa-
tions that had adopted an organisational excellence framework performed
above average on both the Dow Jones Industrial Average and Standard &
Poor’s 500 Index.

Chapter 1 demonstrated that BE can provide an organisation with a
foundation for long-term organisational success. Business excellence
frameworks (BEFs) synthesise best business practices and management
concepts from a variety of disciplines and organisational contexts to pro-
vide tools that support an organisation in achieving its overall goals.
These tools allow organisations to integrate technology, infrastructure,
and human capital to coordinate skills and resources, drive tangible
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growth, and reduce non-value-adding procedures (Boulter et al. 2005).
Another study (Link and Scott 2011) was conducted amongst 273 organ-
isations to study the impact of the Baldrige programme on organisational
performance. This showed that companies that had adopted the organisa-
tional framework practices attained a benefit-to-cost ratio of 3:1. They
also achieved a 107:1 benefit-to-cost ratio when considering the financial
gains linked to higher customer satisfaction and a ratio of 820:1 in finan-
cial gains linked to higher sales value in excess of resource costs.

Further positive effects associated with Baldridge winners include the
following:

* Organisations that have won the Baldrige Award twice demonstrate
(a) a median growth in jobs at a rate nearly 20 times greater than the
average business over the same time frame, (b) a 92.6% increase in
median revenue growth, and (c) a 67% median growth in their num-
ber of sites.

* Hospitals that adopt and use the Baldrige criteria were linked to suc-
cessful operations, management practices, and overall performance in
a study by Truven Health Analyrtics.

¢ According to survey results reported in Futurescan 2013, 65% of sur-
veyed hospitals are likely to ‘use the Baldrige Criteria for Performance
Excellence as a systematic framework for performance improvement
or as an internal assessment tool” by 2018. The same survey states that
41% of hospitals are likely to apply for the Baldrige Award or a state-
level Baldrige-based award by 2018. (NIST 2017)

This chapter will present both theoretical and empirical research on
the effects of business excellence awards (BEAs) to illustrate the relevance
of BE principles in contemporary business contexts.

Research on Businesses Excellence Awards

On a broader spectrum, the excellence framework can help an organisa-
tion in many ways:
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By providing an integrated and coordinated way of achieving tangible

results—the organisational excellence framework provides efficient
and effective business practices for all business management areas, as
well as tools to measure the business’s success or failure rate (Pattison
2011), where the role of human capital is paramount.

By identifying the interdependencies and interrelationships between
management areas—in the organisational excellence model, every
department is related and depends on other departments to guarantee
complete implementation of a successful excellence programme
(Schaefer 2011).

By reducing non-value-added activity—activities which reduce the
pace of the organisations performance (such as repetition, errors,
duplication of tasks, activities which lead to dissatisfied customers and
employees, and activities that do not help employees achieve the
organisational goals) are not just highlighted by the application of the
excellence framework but also reduced (Boulter et al. 2005), and this
is where the contribution of human capital can count.

By contributing to becoming an employer of choice—a successful
implementation of the organisational excellence model also brings an
awareness of employee well-being and greater improvements in organ-
isational performance. This eventually results in efficient and effective
human capital (Stoehr 2010), again through human capital.

By providing a performance-benchmarking programme—an employee
performing a task is usually best aware of the mechanics of the task and
knows where there is potentially room for improving those mechanics.
An organisational excellence framework gives employees the freedom
to improve the performance of their tasks. It also allows employees to
analyse the productivity of the task both internally and externally and
to benchmark it in order to attain human capital efficiency (Mann
etal. 2011).

By providing a platform for long-term organisational success—once
the organisational excellence framework has been implemented the
organisation tends to grow over time due to the excellence culture that
has been developed within it. The leaders in such organisations con-
tinually ensure that their human capital follows the principles of the
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excellence framework and is motivated to achieve more (Peters and
Waterman 1982).

* By increasing the value of the business—according to the financial sec-
tor, implementing an organisational excellence framework results in a
higher value for the business (Peters and Waterman 1982).

Overall, the benefits of the excellence framework and the motives
of companies in applying for the Baldrige and other similar awards
have been demonstrated by rigorous research in recent years. The early
years of the total quality management (TQM) era focused on the
Baldrige Award, but in recent years further extensive research on the
European Foundation for Quality Management (EFQM) BEF has
been conducted. In this chapter, we compile the empirical research to
show the benefits that an organisation can gain from adopting a BE
philosophy. Our aim is to present those studies conducted within the
last decade to understand the impact and relevance of the BEFs in
today’s competitive world.

Our main observation taken from the research is that BE delivers a
competitive advantage. Many researchers have shown a link between
quality activities and organisational performance. Although in the past,
most of the research was focused on the American Baldrige framework,
other parts of the world (especially Asia) have received attention. We will
explore some of these studies and present the motives and benefits associ-
ated with BEFs and the role of human capital theories.

Studies Conducted in Recent Years

The empirical research examining the results of BE implementation from
2005 to 2016 is highlighted below. Porter and Tanner (2004) shortlisted
a range of studies conducted from 1983 to 2002. The following are some
of the more relevant ones reviewed for their paper:

A study on the benefits of the JUSE (Union of Japanese Scientists and
Engineers) (1983)
* A review of Baldrige winners (Wisner and Eakins 1994)
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¢ 'The first major study on the uses of EFQM Model across Europe

* A 1999 survey of 4000 firms to determine the benefits of business
excellence (Samson and Terziovski 1999)

* Examples from various organisations conducting self-assessment using
the EFQM Excellence Model

* A review of the effectiveness of business excellence within the automo-
tive industry (Curkovic et al. 2000)

* A study on the impact of quality awards taken from a 2001 survey of
hospitals in the USA to examine how business excellence implementa-
tion affected organisational performance (Douglas and Judge 2001)

* An investigation into the impact of stakeholder management and
social initiative participation on shareholder returns (Hillman and
Keim 2001)

In recent years, the empirical research has included the following
studies:

* European Foundation for Quality Management Business Excellence
Model: An integrative review and research agenda (Young et al.
2010)

¢ Including Sustainability in Business Excellence Models (Asif et al.
2011)

¢ A Comparison and Usage Overview of Business Excellence Models
(Sampaio et al. 2012)

A Perspective on Small and Medium-Sized Enterprises in the United
Arab Emirates where Management Utilised the European Foundation
for Quality Management Concepts of Excellence (Rowland-Jones
2013)

¢ “What Service Excellence Can Learn From Business Excellence Models’
(Asif and Gouthier 2014)

¢ Project to Improve Knowledge Management and Key Business Results
through the EFQM Excellence Model (Calvo-Mora et al. 2015)

* Modern Analytics and the Future of Quality and Performance
Excellence (Evans 2015)
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¢ Ciriteria for Excellence in Business (Ghicajanu et al. 2015)

* Developing an Agile Business Excellence Model for Organisational
Sustainability (Dubey 2016)

* What Characterises Leading Companies Within Business Excellence
Models? An Analysis of ‘EFQM Recognised for Excellence’ Recipients
in Spain (Escrig and de Menezes 2015)

* Deploying Business Excellence — Success Factors for High Performance

(Tickle et al. 2016)

The United Arab Emirates: A Case Study

In this section, we will discuss the case of the United Arab Emirates
(UAE). The UAE was chosen as the case study because while research on
excellence impacts is now carried out extensively in the Western world,
the UAE has a 22-year history of excellence that has not yet been fully
studied and reported. A recent study conducted by Lasrado (2017) exam-
ined the factors that motivated organisations in the UAE to participate in
BEAs. The participants for this research comprised attendees of the Best
Practices and Benchmarking Forum, an annual event hosted by the UAE
Department of Economic Development. A questionnaire was distributed
to all attendees and a total of 107 responses were received. The profiles of
the participants included senior managers, quality managers, and BE
managers. The main objective of the questionnaire was to identify the
sources of motivation for participation in the Dubai Quality Award
(DQA) as well as the perceived benefits of BEAs.

The main impetus for participation in the BEA was corporate image.
This has the highest mean of 4.5, and 91% of respondents strongly
agreed that it was very important. Other highly valued motives were
market advantage (78%), benefits experienced by others (77%), rela-
tions with communities (73%), and relations with authorities (70%).
Less valued but still important motives included cost reductions
(63%), customer pressure (66%), and benefits received by others (62%).
These factors suggest that BE adaptation occurs mainly to enforce the
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company’s commitment to excellence and to serving as role models,
while indirectly improving market share.

All respondents stated that they had benefited from applying BE prin-
ciples, and none indicated that the BEA was completely without benefit.
However, the respondents differed on the nature of the benefits achieved.
For example, the most important perceived benefits were an improved
corporate image and improvement of internal procedures. Of the partici-
pants, 91% said that their corporate image and internal procedures had
improved. Interestingly, while improved internal procedure was valued
relatively low as a motive, it was the highest rated benefit. Other signifi-
cant reported benefits were improved customer satisfaction (cited by
88% of respondents), improved employee morale (85%), improved rela-
tions with communities (82%), improved relations with authorities
(79%), and improved market share (75%). The benefits least noted by
respondents were improved productivity (73%) and increased profit

margin (71%).

Motives and Benefits Associated with Other Sources

Much literature has been published on the factors that motivate compa-
nies to adopt a BEF within their organisations. Generally, the BEFs are
implemented to develop positive attitudes towards quality, to encourage
companies to introduce TQM, and to allow organisations to assess them-
selves in comparison to TQM models so that they can identify their
strengths and areas of improvements (Wilkes and Dale 1998; Talwar
2011; Ghobadian and Woo 1996). The frameworks acknowledge the
successes of business organisations and recognise the achievements of
those organisations (Brown 2013). Hughes and Halsall (2002) explain
that the excellence model draws best practice and management thinking
from a variety of sources and offers them as a template against which
organisations can be assessed and ranked for the purposes of achieving
and awarding prizes.

Boys et al. (2005) suggested that motivations for companies to adopt
BE fallinto one of two categories: endogenous and exogenous. Endogenous
motives include attuning to employees’ satisfaction, standardising the
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internal operations process, and increasing process stability and capabil-
ity. Exogenous drivers are meant to be recognised by the customers, for
example by establishing a good relationship between the company suppli-
ers and stakeholders and complying with social, environmental, and
safety issues.

Aratjo and Sampaio (2014) studied the motivations of Portuguese
companies and found that they were predominantly internal, which is
common amongst European organisations. These companies sought to
assess their progress in TQM and excellence, but not just to win a prize.

Metaxas and Koulouriotis (2014) argued that awards are an excellent
opportunity for assessment. They offer recognition, especially to firms
who use quality in their marketing programmes, and allow examina-
tion of the organisation from a global perspective to help it achieve a
world-class level. Similarly, Mann et al. (2011) reported several reasons
for adopting BE that are related to (1) improved company competitive-
ness needed to achieve world-class status, (2) continuous improvement,
(3) quality improvement, and (4) performance measurement. Talwar
(2011) showed that companies in China, India, and Thailand all strive
to achieve high performance and to become world-class by using the
national quality award (NQA) criteria as a means for improvement.

In addition, organisations may tend to adapt BEFs as a way to
enhance relationships with consumer groups and communities as well
as to improve customer recognition and fulfil external stakeholder
expectations (Tutuncu and Kucukusta 2007). The aim may be to win a
prestigious award (Metaxas and Koulouriotis 2014) or to enhance mar-
keting by demonstrating to customers the excellence of their products
(Alsaleh 2007).

Winning quality awards can also be viewed as a credible and low-cost
mechanism to signal to the market and to customers that a firm has
implemented an effective quality programme. AratGjo and Sampaio
(2014) consider awards to be more than an end in themselves. They
posit that such rewards are important tools used to improve the manage-
ment systems of public and private organisations and to enable the
implementation and continuous improvement of shareholder require-
ments and expectations. Many researchers agree that organisations gain
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a competitive advantage by implementing BEFs as doing so directly
helps to implement and increase their quality efforts (Talwar 2011;
Zérraga-Rodriguez and Alvarez 2013; Link and Scott 2012).

In recent years, other motives have been revealed. A study by Ashraf
(2016) in Pakistan reported the following:

¢ Increased global competition

¢ Globalisation

¢ The need for cost reduction

* Multiplication of profits and retention of customers
* Increasingly complex business environment

Akyuz’s (2015) study on EFQM models also identified other possible

motives:

* Business pressures, such as competition

* Megatrends shaping modern supply chains

* Increasingly complex and highly interdependent Web-enabled supply
networks

A study by Zdrili¢ and Dul¢i¢ (2016) on Croatian organisations
reported the following motives:

* 'The possibility of global economic crises

* An intense competition between tourist destinations and the expected
(re)structuring of the world’s income and demographics

* The need to improve the use of market information throughout the
hotel organisations

¢ 'The ineflicient use of technology with a resulting failure to provide
adequate information for decision-making

* An increase in hotel-sector participation in social responsibility

A study by Akdag (2011) conducted in Kazakhstan reported the fol-

lowing motives for adopting excellence criteria:
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Avoiding financial crises

The need to ensure the quality of programmes for newcomers
Supporting and strengthening employee professional development
Increased demands from society and employees

In New Zealand, Corbett and Angell (2011) reported the following

motives:

The challenge of remaining competitive in a fast-changing
environment

The need to guide efforts towards becoming top-tier performers
Providing guidelines for comparison and auto-evaluation

Raising the profile of the organisation and generating pride amongst
employees

Acquiring valuable data for prospective customers looking for reliable
companies

Obtaining significant operational and financial benefits

Achieving and improving customer satisfaction, financial and mar-
ket results, human resource results, and organisational effectiveness
results

The need for assisting in delivering long-term stretch goals and build-
ing competencies

Kanji (2008) reported motives focused mainly around the following:

The complexity of present-day business

Low-cost opportunities

Quickly expanding global markets

The boosting of operating efficiencies

The delivery of better and more personalised customer service

Opverall, our analysis of the literature demonstrates that the primary

motivations for pursuing BE include achieving internal quality improve-
ments, enriching competitiveness, gaining recognition and publicity
from authorities and communities, and acquiring marketing advantages
that result in improved market share and better overall organisational
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performance. There is no clear consensus amongst researchers as to which
are the main drivers, and it seems that many sources and motivations
may lead to implementation and become associated with the perceived
benefits.

Benefits of the Quality Awards

The results and benefits associated with BEAs have been analysed exten-
sively in the academic literature. Most contributions are empirical in
nature. For example, Hendricks and Singhal, York and Miree (2004), and
Boulter et al. (2005) all reported on the positive financial effects experi-
enced by NQA winners. Specifically, Hendricks and Singhal (1997)
explored the performance of firms over ten years and found that quality
award-winning firms present better operational performance, a greater
increase in sales, and better cost control. Similarly, Eriksson’s study (2004),
based on interviews of 29 organisations that had participated in the
Swedish Quality Award process, reported that most of the organisations
considered process orientation, customer orientation, and improvement
work to have all been enhanced by their participation in the quality award
process. Lin et al. (2013) reported the effect of NQAs on the market value
of the award-winning companies and concluded that well-implemented
BE programmes could provide a long-term return on the market value of
the firms. The Spanish firms study also confirmed that implementation of
quality awards leads to improvement in performance under any circum-
stances (Corredor and Gofi 2010). Overall, these studies also portrayed
the positive role of human capital in achieving their goals.

Indeed, when overall quality is improved, the company improves both
its market share and its benefits (Lin et al. 2013). For example, Mann
et al. (2011) reported that organisations that had adopted BE pro-
grammes improved their processes and business results performance
from approximately industry average to approximately above average.
Organisations often report adopting such programmes as a result of posi-
tive and sustained involvement of its human capital to maintain a com-
petitive position in the industry and hopefully to capture a greater market
share (Link and Scott 2012; Fonseca 2015; Jacob et al. 2012).
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A BE model can be a powerful tool in both improving organisational
performance and enhancing business efficiency by bringing together the
people, processes, strategies, and technologies needed to produce out-
standing results (Lee et al. 2003). Accordingly, organisations benefited
from improved operations, management control, and quality awareness
amongst its human capital (Rawabdeh 2008).

Many scholars believe that BEAs provide a roadmap for excellence and
present companies with an opportunity for self-assessment, identifying
areas for improvement, benchmarking, and taking actions needed for
improvement (Talwar 2011). Many organisations have adopted BE mod-
els because they recognise that they promote the adoption of best prac-
tices and tools that allow achieving a strategy of quality, benchmarking of
best practices, self-assessment, and continuous improvement (Sampaio
et al. 2012; Martin et al. 2011).

To summarise the overall results from the literature studies, the types of
performance noted in the theories include quality performance, operating
performance, market and financial performance, employee performance,
customer satisfaction, innovation performance, project performance, and
aggregate firm performance.

Practical Evidence that Excellence Models Are
Beneficial

Evidence from US Firms

In the United States, the Baldrige Award has been used widely as an excel-
lence benchmark, and its various winners have demonstrated many
achievements resulting from implementation of such an excellence frame-
work. We highlight the achievements of a few prominent award winners

in this section as reported on the website of the National Standards
Institute (NIST) (Table 3.1).
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Table 3.1 List of award winners

Advocate Good Samaritan Hospital (2010)

Overall extremely good clinical results, including a 0.13 reduction to 0.42
(1 = standard) in risk-adjusted mortality between 2007 and 2010. This
measure exceeded the six-county top-decile level.

In 2009, achieved 100% compliance with the Centre for Medicare and
Medicaid Service recommendation that all pneumonia patients should receive
blood cultures before being given antibiotics.

AtlantiCare (2009)

From 2002 to 2009, system revenues increased from $280 million to $651
million, an 11% compound annual growth rate. Over the same time,
AtlantiCare’s medical centre volume grew at a rate twice that of the state.

Primary service market share increased to a six-year high of 62% in the second
quarter of 2008. The regional service area also saw a growth of 57% from
2000 to 2009.

Cargill Corn Milling North America (2008)

Improved financial results due to $7.5 million annual cost savings from
implementing innovative ideas for two years.

Customer complaints reduced by 23% annually over three years.

A 19% annual improvement rate in overall worker satisfaction over four years.

A 42% improvement in operational asset health over a five-year period to 85%
(world-class level).

City of Coral Springs (2017)

Customer satisfaction: 75% of customer relationships exceeded ten years.

Improved financial results: cost avoidance of $3.22 billion over five years.

Satisfied workforce: 53% decrease in employee turnover over nine years.

Excellent service: 100% of complaints closed within seven business days.

Eastman Chemical Company (1993)

Over 70% of customers ranked Eastman as their number one supplier.

Shipping reliability was near 100% for the four years prior to the award.

Between 1982 and 1993, Eastman received 97 awards from its customers.

Federal Express Corporation (1990)

Annual revenues topped $1 billion within ten years of the company’s founding.

Federal Express revenues totalled $7 billion in fiscal year 1990.

The company has received 195 awards in the 13 years prior to the award.

Henry Ford Health System (2011)

From 2004 to 2011, inpatient market share increased by an average of 3% per
year.

From 2007 to 2010, net operating income exceeded $25 million per year
despite significant increases in uncompensated care.

(continued)
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Table 3.1 (continued)

Hill Country Memorial (2004)

Significant improvements in financial performance from 2010 to 2013.

Almost double net income to nearly $20 million in the same period, improved
cash flow to total debt ratios from 50 to 60, and cash and investments to
debt ratios from less than 1.5 to higher than 3.

Lockheed Martin Missiles and Fire Control (2012)

Maintained a major global market position in each of its key lines of business
in a shrinking market for the four years preceding its award.

Return on investment grew at a 23% compound annual rate, faster than the
industry-best competitor (13.7%).

Memorial Hermann Health System (2016)

Recorded 90% retention for employee partners, 100% for physician partners,
and 90% for volunteer partners, all comparable to or exceeding national
benchmarks.

Also 90th percentile for patients saying they were ‘likely to recommend’ day
surgery, emergency care, gynaecology, orthopaedics, and women'’s health.

Nestlé Purina PetCare Co (2010)

Ranked #1 in market share for pet care products in North America and has
twice the market share of its closest competitor.

Market share increased by over 3% from 2001 to 2010 in a mature industry.

Pewaukee School District (2013)

PSD achieved a 97.4% graduation rate in 2012-2013; between 2008 and 2012,
it also had a higher graduation rate than other county, state, and nearby
high-performing districts.

Outperformed national average (74%) in parent and student satisfaction
surveys; PSD parent satisfaction with communication ranged between 91.5%
and 94.8% in 2012-2013.

Over 12% increase in percentage of PSD students attending a two- or four-year
college course, reaching 91.9% in 2011-2012.

Poudre Valley Health System (2008)

Achieved a 24% reduction over three years in risk-adjusted mortality rate.

Achieved 24% increase in net operating margin over two years.

Over a five-year period recorded 725% improvement in medical-group patient
satisfaction with urgent care and 100% improvement in overall medical-
group patient satisfaction.

Recorded 260% increase in training hours per full-time equivalent (FTE) over
three years.

(continued)
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Table 3.1 (continued)

Premier Inc. (2006)

In a four-year period saw almost 20% average annual increase in consolidated
pre-tax operating income.

Reported 95% customer loyalty and 97% customer retention in the year of the
award.

Employee turnover reduced to 16%, 11% better than the industry average.

Recorded 22% average drop in industrial customer operating costs over two
years.

PRO-TEC Coating Company (2007)

Annual revenue growth of 12% to 16% between 2003 and the year of award.

Over five years, improved employee satisfaction rates by 28% and increased
training hours by 12% over two years.

Improved accuracy with a 54% decrease in warehouse errors/orders billed over
five years.

Achieved 97% on-time delivery.

Increased ROA and productivity: manufacturing productivity up by 150%, 33%
increase in weekly average output, and 39% return on assets.

Ritz-Carlton Hotel Company (1999)

Revenue increased by 40% over five years to $1.5 billion.

Return on investment up 4.5% from 1995 to 1998.

Reported 100% customer loyalty.

Recorded zero customer difficulties.

Evidence from European and Middle
Eastern Companies

Amongst European organisations, the EFQM award is generally more
widely known than the Baldrige Award. Organisations that have won the
EFQM award demonstrate numerous benefits, some of which are
presented here to illustrate how BE has benefited these organisations

(Table 3.2).

The Motives of the Winning Organisations that
Applied for the EFQM and Malcolm Baldrige Awards

Several companies and organisations across the world which have previ-
ously won Baldridge Awards were studied, and their reasons for adopting
BEFs reviewed. A list of those companies and their motives for adopting
BEFs is presented in Table 3.3.
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Table 3.2 Evidence from European and Middle Eastern companies

Alpenresort Schwarz, Austria (2013)

Operating profit and cash flow performance has improved yearly over the past
decade in line with targets and comparing favourably with local and national
competitors.

BMW Plant Regensburg, Germany (2012)

Employee surveys reported 99% overall satisfaction and ‘trust in leadership’.

Increasing numbers of targets being met and positive customer reactions
reported.

Ongoing improvement in the most important financial business results.

Carbon emissions reduced by about 25% from 2006 to 2012.

Nilufer Municipality, Turkey (2012 Finalist)

Benchmarks and assessment/review of Nilufer Municipality’s approaches had
significant positive effects on budget realisation through effectiveness and
efficiency improvements.

Income shows a positive trend, increasing by 78% from 2008 to 2012.

St Mary’s College, Northern Ireland, UK (2013)

Since 2005, over 70% of pupils from St Mary’s College have gone on to further/
higher education, exceeding the Northern Ireland average.

Increase in people satisfaction, from 75% in 2002 to over 90% in 2010.

Sustained good perception trends over eight years for all society result areas
with most achieving perception levels of 90%. Service providers (local
libraries, swimming pools, sport complex, buses, etc.) show a satisfaction level
of over 99%.

Wakefield and District Housing, England, UK (2013)

Overall customer satisfaction with WDH between 2009-10 and 2012-13 ranged
between 86% and 90%.

People overall satisfaction percentages are continually increasing.

Stakeholder positive perceptions of WDH at local, regional, and national level
increased from 77% in 2010 to 84% in 2012.

Carbon emissions reduced by over 18% from 2008-09 to 2011-12.

Similarly, from a European perspective, the motives identified by the
EFQM award winners are presented in Table 3.4.

Conclusion

BE is a phenomenon that, while it does not guarantee definite success,
does enable an organisation to grow. Successful implementation of a BEF
results in higher goodwill and a more positive image for the organisation
that benefits all the stakeholders present, both inside and outside.
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Table 3.3 Motives for business excellence

No. Motives for adopting BEFs for Baldrige Award winners

1

MidwayUSA Glossary (Small Business 2015)

Large swings in demand for the products offered

Impacted by political uncertainty

Market volatility and the emergence of other competitors

Competitive product pricing

Reduced margins driven by price pressure from competitors

Loss of identity in crowded market

Changing customer expectations about delivery times

Inconsistent supplier pricing policies (minimum advertised price)

Inventory management of products that are both hard to produce and
hard to get

Computer viruses, malware, phishing, and hacking

Credit card data breach and credit card fraud

Charleston Area Medical Centre (Health Care 2015)

Located in a rural, economically challenged state

Limited workforce pool and difficulty recruiting from out of state
(recruiting and retaining competent staff)

Governmental pressure to continuously increase quality and decrease cost

Medical staff alignment and integration

Redesigning patient work processes to reduce waste, increase direct time
at the patient’s bedside, and improve the overall quality of care

Hill Country Memorial (Health Care 2014)

Acquiring direct competitor performance data is a challenge

Ability to recruit and retain talented physicians

Transition to population health management

Meeting increasing patient expectations

Revenue pressures and reorientation of economic models

Out-migration

New competitors entering the market

St. David’s HealthCare (SDH 2014)

The need to strategically position the hospital for the rapidly changing
health-care environment

To support its mission of providing exceptional care and to drive
improvement

Patient expectations for service and quality

Changing reimbursement environment

New and maturing competition

To identify opportunities for innovation

To standardise the process for evaluating innovation pilots and to define
the process to communicate best practices across the system

To drive greater employee and customer engagement

The need for a performance analysis and review platform

(continued)
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Table 3.3 (continued)

No. Motives for adopting BEFs for Baldrige Award winners

5  PricewaterhouseCoopers (Public Sector 2014)

A sharp decrease in spending on federal contractors and a tremendous
increase in work directed to small businesses

Opportunities for collaboration with teaming partners and for innovation

The federal consulting industry experienced major challenges over the
previous few years due to significant federal budget cuts, continuing
resolutions, a government shutdown, and sequestration

The challenges to obtain reliable comparative data from competitors

Federal regulations

The need to distinguish the company from competitors in the crowded
market

Although the organisation may incur additional costs to build new infra-
structure and frameworks, these are recouped through higher productiv-
ity from employees, happier customers, more efficient operations for the
organisation, and ultimately more profits. Overall, the most common
benefits that organisations obtain are better organisational performance
and improved customer and employee results.

In the context of the UAE, organisations find similar motives and ben-
efits by adopting the requirements of an NQA. Amongst the many ben-
efits that they perceive, improving internal procedures and building their
corporate image are the two most highly valued. Overall, the sources of
motivations in fact are also consistent with the rest of the world.

BEFs also have a social impact and account for both tangible and non-
tangible benefits. Ultimately, different organisations may have multiple
motives in pursuing the excellence framework, and these overarching
motives guide organisations towards adopting a systematic improvement
programme, which will yield sustained results.

This chapter has shown several examples of winning organisations and
their key performance indicators based on either the EFQM or the
Baldrige Award. If BEFs are implemented properly, organisations can
reap the benefits of excellence; the frameworks also provide a holistic
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Table 3.4 Motives for EFQM award

No. Motives for EFQM award

1

Wakefield and District Housing, England, UK

Increasing employee engagement

Developing a strategy that goes beyond core business activity to ‘create
confident communities’

Increasing customer satisfaction

Responding to new legislation that calls for reduced carbon emissions

Increasing revenue

Glasco Housing Association, Scotland, UK

Identifying priorities for improvement

Ensuring a sustainable and growing business

Increasing employee satisfaction

Supporting and improving leadership style

Creating a system to improve complaint handling

Satisfying society and improving the local neighbourhood

Increasing work efficiency through improved performance levels to reduce
the total work cost

Nilufer Municipality, Turkey

Building a structured review of the overall performance to measure
achievements and strengths

Identifying improvement opportunities

Achieving political goals through the electoral process

Decreasing the response time for key services

Increasing employee satisfaction and engagement

Developing and improving HR policies and strategies

GC Europe, Belgium

Increasing product safety and consumer safety (and especially, oral health)

Using and following the latest scientific knowledge

Pursuing greater market share despite increased competition

Increasing customer satisfaction

Improving customer retention

Addressing legislation regarding the environment (i.e. carbon footprint)

Maintaining economic stability and business reliability

solution for continuous improvement even in highly competitive
environments.

Finally, overall it has been reported that the BEFs have many benefits,

both financial and non-financial, for organisations. They have success-
fully created an economic impact in many countries. There needs to be a
mechanism to assess the overall organisational value besides financial
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standards. Hence, organisations opting to adopt the excellence frame-
work highlight many internal and external motives and the framework
has very often been associated with the improvement of quality and ser-
vices. Moreover, BEFs also have a social impact and account towards
both tangible and non-tangible benefits. Indeed, BE is a phenomenon
which, while it does not guarantee definite success, does enable an
organisation to grow towards achieving higher maturity on the road to
BE. The argument thus made is that organisations should prioritise their
motives and work towards reaping the potential benefits available by
utilising the excellence frameworks.
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Global Excellence Frameworks
and Human Capital

Introduction

According to the business excellence (BE)- and return on investment
(ROI)-based Process Maturity—Global Insights ‘global survey 2014’ con-
ducted by KPMG, over 60% of organisations invest in people-related
practices to maintain employee motivation, learning, and career growth,
while minimising attrition. In recent years, it has been recognised that
the ways in which human resources (HR) are treated and developed affect
their performance, and that, consequently, the general organisational
performance is also affected. Given these considerations, many organisa-
tions have shown interest in global excellence frameworks such as the
Baldrige or European Foundation for Quality Management (EFQM)
models for quality. A study conducted by the New Zealand Centre for
Organisational Excellence Research reported that there are currently
about 61 excellence frameworks around the world (Ahmed 2015). These
are the results of various national efforts of many countries to increase
organisational competitiveness. However, in broader terms, many excel-
lence frameworks are based on popular awards, such as the Deming Prize
(DP), Baldrige Award, and EFQM Award. The latter two have provided

foundations for many national-level excellence awards. These awards and
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their criteria are described in detail in this chapter. In addition, we illus-
trate how the excellence frameworks are linked to human capital and
discuss the ‘people’ and ‘workforce’ criteria of the EFQM and Baldrige
award models. Organisations seeking improvement in their HR manage-
ment (HRM) also rely on known best practices, hoping they will benefit
and improve their HRM policies and practices.

The Baldrige Excellence Framework
and Award

The Malcolm Baldrige National Quality Award (MBNQA) is the most
prestigious quality award in the United States. It was established in 1987
with the key aim of improving competition and quality management
practices amongst US companies by providing a strong system for under-
standing performance management that was guided by certain core con-
cepts and values. The Malcolm Baldrige Criteria for Performance
Excellence are jointly overseen and administered by the National Institute
of Standards and Technology (NIST), a governmental organisation, and
the American Society for Quality (ASQ), a non-profit organisation in
charge of the review process and documentation. The award is catego-
rised into three eligibility tiers for manufacturing companies, the service
sector, and small businesses, and up to two awards may be allocated in
each category. The winners of this award are encouraged to publicise and
promote their triumphs and best practices with other organisations, and
they are predominantly required to educate and inform other companies
about their excellence strategies.

The purpose of the Baldrige Excellence Framework is to help an organ-
isation to innovate and improve its operations. The framework aims to
empower organisations to reach their goals, improve results, and become
more competitive. The Baldrige framework takes a systems perspective in
the sense that it is designed to manage all the components of an organisa-
tion as a unified whole, ensuring that plans, processes, measures, and
actions are consistent. The framework suits a variety of businesses/non-
profit organisations, including those in the manufacturing, services, small
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business, non-profit, government, education, and health-care sectors.
The Baldrige Excellence Framework includes the Criteria for Performance
Excellence, core values and concepts, and guidelines for evaluating pro-
cesses and results. The revised 2017-2018 criteria focus on the following
aspects:

* Managing all components of the organisation as a unified whole

* Managing cybersecurity risks to data, information, and systems

* Understanding the role of risk management from a systems perspec-
tive on organisational performance management

The MBNQA is the highest level of national recognition for perfor-
mance excellence that a US-based organisation can receive. The Baldrige
Award was established by Congress in 1987 and since the first group was
recognised in 1988, 113 awards have been presented to 106 organisa-
tions, including seven repeat recipients. Up to 18 awards are given annu-
ally across six eligibility categories (a maximum of three in each), namely
manufacturing, service, small business, education, healthcare, and non-
profit. The following are some of the effects of receiving the award:

* Median growth in revenue for two-time Baldrige Award winners of
92%

* Median job growth for two-time Baldrige Award winners of 63%
(compared with 3.5% for a matched set of industries and time
periods)

Opver the years, organisations have used the Baldridge criteria to assess
organisational performance, thereby helping them identify their strengths,
weaknesses, and opportunities for improvement. There are various exam-
ples of how the criteria have been used: as the basis for internal perfor-
mance programmes; to determine the quality of suppliers; to manage
culture shifts and engage the workforce during mergers and acquisitions;
brand management, guiding organisational learning and the improve-
ment of performance outcomes; and ensuring the efficiency and effec-

tiveness of resources (NIST 2015, p. 2).
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The criteria definitely make a difference in overall organisations’ busi-
ness performance, as evidenced by several winners, as explained in Chap. 3.
Examples include results bucking the economic trend; cost savings through
improved processes (including changes suggested by employees); increased
revenues and positive customer feedback/satisfaction; growth and results
exceeding that of close competitors; and better than normal rates of
industry staff retention (for further detailed examples, see NIST 2015).

Further, there have been numerous studies to assess the effects of the
criteria on the overall economy, and all results have been positive. For
instance, Fisher et al. (2001) assessed the effects of the award for MBNQA
winners compared to Standard and Poor’s 500 (S&P500) companies.
They showed that MBNQA recipients received an 841% ROI compared
to the 222% ROI for the S&P500. Interestingly, it has been reported that
Baldrige Award applicants cite the feedback report as the most significant
benefit of applying for the award. Hendricks and Singhal (1997) show
similar results; companies that adopt a total quality management (TQM)
approach had a 48% higher operating income compared to the control
sample. Interestingly, this growth started to occur even before the compa-
nies won the award, and often remained for as long as six years after the
award was received. Another effect of the MBNQA is an increase in
investor valuation (Jacob et al. 2004). The literature shows that compared
with non—award winners, companies that have received the MBNQA
attain higher investor valuation, resulting in a higher economic effect.

The Baldrige Award Criteria

The Baldrige Award Criteria provide a systems perspective, ensuring
alignment and integration across an organisation. They are divided into
process and results categories, representing all the components of a
performance management system. The criteria include core values and
concepts that represent the embedded beliefs and behaviours found in
high-performing organisations, as shown in the seven criteria listed in
Fig. 4.1. The categories represent seven critical aspects of managing and
performing as an organisation, core principles, and the organisation
profile. The organisational profile is a snapshot of the organisation,



63

Global Excellence Frameworks and Human Capital

(43114e3 foNn7 Aq pawuijuod se papaau Jou uoissiwiad pal)) |spow ablipjeg

‘aBupreqoB isiummmrsduy ABojouyda) pue sprepurlg jo aimusu) [euoleN
BT JO dag] “5'M :aw Bingsseypen L neziuefiQ gy Jur
o) yeouddy swaisds v ypomawey aouayjaong afupieg g107-2107 “£10T ‘weiBoid acuajpoxg souruuopad alupieg woiy

ma&mucou PUE Sanjes 940~

Juawafeuepy a3pajmou)| pue ‘sishjeuy “uawiainseapy

a|yoid [euoneziuediQ

L'y "By



64

F. Lasrado and V. Pereira

illustrating the key influences on how it operates and the competitive
environment. The following are core values and concepts that represent
beliefs and behaviours found in high-performing organisations:

A systems perspective
Visionary leadership
Customer-focused excellence
Valuing people
Organisational learning and agility
A focus on success
Managing for innovation
Management by fact

Social responsibility

Ethics and transparency
Delivering value and results

There are seven categories of the Baldrige Criteria for Performance

Excellence:

. Leadership: How management leads an organisation and the organ-

isation leads the community

Strategy: How an organisation establishes and plans to implement
strategic directions

Customers: How an organisation builds and maintains strong rela-
tionships with customers

Measurement, analysis, and knowledge management: How an
organisation uses data to manage performance

. Workforce: How an organisation empowers and involves its

workforce

Operations: How an organisation designs, manages, and improves
key processes

Results: How an organisation performs in terms of customer satisfac-
tion, finances, HR, supplier and partner performance, operations,
governance, and social responsibility, and how these characteristics
compare with those of competitors
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The first category, Leadership, asks how senior leaders’ personal actions
and the governance system guides and sustains the organisation. This
item asks about the key aspects of the senior leaders’ responsibilities, with
the aim of creating an organisation that is successful now and in the
future. Indeed, to direct a successful organisation, a strong, clear leader is
needed. The objectives and goals are set by the leaders, who can effec-
tively attract and motivate employees and ensure that the goals are
achieved.

The Strategy category relates to the development and implementation
of strategic objectives and action plans. This includes the recognition
that, depending on circumstances and initial results, plans may have to
be changed to achieve the desired outcome. Plans should include mea-
sures to address long-term organisational success, a competitive environ-
ment, core competencies, and work systems.

The Customers category emphasises the importance of listening to and
engaging with customers. Knowing customers’ needs and expectations—
and acting on this valuable information—assists an organisation in its
quest to achieve excellence and have that excellence reflected in its busi-
ness results through increased customer loyalty and attracting new
customers.

The fourth category—Measurement, Analysis, and Knowledge
Management—is, essentially, the nerve centre where the organisation
matches its operations with its strategic objectives. It requires data that
are both available and of high quality in order to be able to effectively
move the organisation forward. The data are used to drive internal
changes and also to assess how the organisation measures up against com-
petitors, and thus also include a strategic element.

The Workforce category looks to overhaul workforce practices in order
to enhance workers’ buy-in of quality initiatives and produce an environ-
ment that actively supports better worker performance. It, too, has a stra-
tegic element—the overall planning of workforce management to
reinforce the organisation’s overall strategic planning,.

The sixth category, Operations, focuses on an organisation’s work,
product design and delivery, innovation, and operational effectiveness.
These elements help to achieve organisational success now and in the
future.
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The final category, Results, provides a systems focus that encompasses
all results necessary to sustain an enterprise. These include key process
and product, customer focus, workforce, leadership and governance sys-
tem, and overall financial and market performance results.

The latest edition of the Baldridge framework focuses on two impor-
tant key areas in alignment with the new ISO standard 9001:2015. These
are cybersecurity and enterprise risk management.

The EFQM Excellence Model and EQA/EEA
Award

The idea of the EFQM was born on 15 September 1988, when the chief
executive officers (CEOs) of 14 European businesses signed a Letter of
Intent. The EFQM itself was born in October of the following year when
a total of 67 companies declared their intent to follow the policy docu-
ment. The European Quality Award (EQA), as it was then known, was
subsequently introduced in 1991 and first awarded in 1992. In 1996, it
was renamed the European Excellence Award. The model comprises a set
of three integrated components:

¢ 'The Fundamental Concepts define the underlying principles that form
the foundation for achieving sustainable excellence in any
organisation.

¢ 'The Ciriteria provide a framework to help organisations to convert the
Fundamental Concepts.

* Results, Approach, Deployment, Assessment, and Review (RADAR)
is a simple but powerful tool for driving systematic improvement in all
areas of an organisation.

The EFQM states that following RADAR logic an organisation should

* Determine the results it is aiming to achieve as part of its strategy.
¢ Plan and develop an integrated set of sound approaches to deliver the
required results, both now and in the future.
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¢ Deploy the approaches in a systematic way to ensure implementation.
* Assess and refine the deployed approaches based on monitoring and
analysis of the results achieved and ongoing learning activities.

(EFQM 2015)

The eight fundamental concepts as described in the EFQM (2013)

model are listed and defined as follows:

Adding value for customers: Excellent organisations consistently add
value for customers by understanding, anticipating, and fulfilling
needs, expectations, and opportunities.

Creating a sustainable future: Excellent organisations have a positive
influence on the world around them, advancing the economic, envi-
ronmental, and social conditions in the communities they interact
with by enhancing their performance.

Developing organisational capability: Excellent organisations enhance
their capabilities by effectively managing change within and beyond
the organisational boundaries.

Harnessing creativity and innovation: Excellent organisations generate
increased value and levels of performance through continual improve-
ment and systematic innovation by harnessing the creativity of their
stakeholders.

Leading with integrity, vision, and inspiration: Excellent organisations
have leaders who shape the future and make it happen, acting as role
models for its values and ethics.

Managing with agility: Excellent organisations are widely recognised for
their ability to identify and respond effectively and efhiciently to oppor-
tunities and threats.

Succeeding through HR talent: Excellent organisations value their peo-
ple and create a culture of empowerment for the achievement of both
organisational and personal goals.

Sustaining outstanding results: Excellent organisations achieve sus-
tained outstanding results that meet both the short- and long-term
needs of all their stakeholders in the context of their operating envi-

ronment (EFQM 2013).
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The Criterion part of the model consists of enablers and results.
‘Enablers’ (as expected) are those things an organisation needs to do to
develop and implement, that is, to enable, its strategy. Again, the EFQM

sets out clear definitions.

Leadership: The first criterion highlights ways in which leaders develop
and implement the firm values that are required for organisational suc-
cess. When and where changes are required, they are personally
involved in the management system; they need to be flexible, dynamic,
trustworthy role models who can inspire their organisation and its
employees.

Policy and Strategy: An organisation’s most important duty is to estab-
lish a strong trusting relationship with stakeholders at all levels. Here,
systems are implemented to ensure that the strategies are incorporated
to best suit the needs of the stakeholders. Excellent organisations
implement their mission and vision by developing and deploying a
stakeholder-focused strategy. Policies, plans, objectives, and processes
are developed and deployed to deliver the strategy.

People: Systems whereby people are involved and formally recognised
promote a harmonious dialogue between people and organisations,
creating an environment of trust; hence, competencies are developed
for the good of both parties. Excellent organisations value their people,
foster their development and treat them fairly. The atmosphere thus
engendered is one where both personal and organisational goals can be
achieved.

Partnerships and Resources: Organisations focused on BE create sys-
tems for managing partnerships and resources by balancing the present
and future needs (technology, finances, and information) of the organ-
isation. Excellent organisations plan and manage external partner-
ships, suppliers, and internal resources to support strategy and policies
and the effective operation of processes.

Processes: Within processes, methods are used to manage and improve
products and services, as well as customers’ and other stakeholders’
requirements. Excellent organisations design, manage, and improve
processes to generate increasing value for customers and other

stakeholders.
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Results: The results category includes four organisational results.
Specifically, excellent organisations achieve and sustain outstanding
results that meet or exceed the needs and expectations of the following
groups:

 'Their customers

¢ 'Their people

¢ Society

* Business stakeholders

Customer Results: Customers’ perceptions of the organisation and other
aspects of the company’s performance are included in this criterion;
such perceptions may foster customer loyalty, as well as the public
image and reputation of the firm.

People Results: This system indicates the degree of motivation, satisfac-
tion, and involvement of the organisation’s employees.

Societal Results: Excellent organisational performance is measured by
the achievement of outstanding results with respect to their social
effect, which primarily includes being socially responsible.

Key Performance Results: Organisations exhaustively measure and
accomplish remarkable outcomes concerning the key components of
their approaches and strategies, including financial and non-financial
performance indicators related to present and future results.

The EFQM excellence model uses the RADAR scoring methodology.
The system is composed of policies and various procedures that support
each of the nine criteria, specifying how they should be evaluated and the
outcomes measured, as described here. The first element is leadership,
which drives people management, policy and strategy, and resources.
These, in turn, drive all the processes that affect people satisfaction, cus-
tomer satisfaction, and society; these three components drive the business
results (Ilies et al. 2015).

Comparatively, both the Baldrige and EFQM models imply that
through the customer focus principle a company can increase customer
loyalty and attract new customers, thereby illustrating effective progress in
securing customer satisfaction. Therefore, it is important to understand



70 F. Lasrado and V. Pereira

customer needs and expectations and the company’s capabilities (Kuei
and Lu 2013). It is also evident that a strong, clear leader is needed to
direct a successful organisation. The objectives and goals are controlled
and led by the leaders, who can effectively attract and motivate employees
and ensure that the goals are achieved. The strong relationship between
the company and suppliers can be recognised and maintained by the
utilisation of these frameworks (Lazaros et al. 2017).

Any organisation’s capabilities depend greatly on its human capital.
The workforce and people criteria in the models emphasise that employ-
ees need to take responsibility for their company. The consistency and
effectiveness of any organisation can be maintained using the process
approach. The new opportunities, innovations, flexibilities, and improved
performance of an organisation can be governed by continuous improve-
ment (Lee and Ooi 2014). Finally, the frameworks call for a logical
approach to data collection and analysis, as well as to decision-making.

The Human Capital and Excellence Models

Human capital is the most important factor in generating quality
(Jagadeesh 2014) as the people working in an organisation are its most
important asset and resource. Their motivation and satisfaction are key
elements for the businesss success in an ever-changing market. If the
people working in an organisation are unsatisfied or unmotivated, there
is a high chance that they will not be as productive, and they will be more
likely to make errors in their work. Organisations should not only focus
on short-term career development, but also on the long-term develop-
ment of workers. Employees should be provided with everything they
need to do their jobs in the most effective way. Work productivity mainly
relies on organisations’ capacity to sustain human motivation, commit-
ment, and collective and individual renewal. The TQM approach espe-
cially emphasises the importance of employees in organisations. As a
result, the various excellence frameworks (the Deming, Baldrige, and
EFQM prizes) have incorporated people management as one of the cru-
cial criteria for a successful organisation. In the EFQM model, HR is
included in the People criterion. As Martin-Castilla and Rodriguez-Ruiz
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(2008) point out, this criterion of the EFQM model measures what the
organisation does in relation to its employees. The EFQM model makes
specific reference to human capital under its people criterion. This crite-
rion relates to several aspects of HR: career development, HR planning
(HRP), selection, training, teamwork, performance appraisal, communi-
cation, social benefits, compensation, innovation, creativity, and so on
(Shefhield Hallam University 2003). The emphasis on human capital is
further evident in the fundamental core value of the model—succeeding
through people. According to the EFQM model, organisational perfor-
mance is driven by people in the organisation. Thus, the criterion has five
subcategories to recognise the implementation of best HRM practices.
Martin-Castilla and Rodriguez-Ruiz (2008) also established that intel-
lectual capital is considered in the overarching framework of the EFQM
model. Moreover, the intellectual capital perspective is a key element that
runs horizontally across the criteria of the EFQM excellence model. In
the next section, the people criterion is explored in relation to the
models.

Workforce Criteria in the Baldridge Framework

Flynn and Saladin (2001) defined the Baldrige model as a guide for qual-
ity management that was developed to enable not only promoting exem-
plary quality management practices, but also improvement based on a
world-class performance framework. The workforce or human capital is
one of seven categories addressing key practices that have a strong impact
on creating and maintaining a high-performance environment. Koys
and Decotiis (2015) argued that the workforce criterion in the Baldrige
model addresses two main practices. The first involves creating and main-
taining a high-performing work environment, while the second is about
engaging the workforce (Koys and Decotiis 2015). Therefore, the work-
force criterion can be assessed through two factors, namely the workforce
environment (how do you build an effective and supportive workforce
environment?) and workforce engagement (how do you engage your
workforce to achieve organisational and personal success?) (Koys and
Decotiis 2015). Workforce engagement has been defined as organisational
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citizenship behaviour (OCB) (Podsakoff et al. 2006; Koys and Decotiis
2015). In a study by Husain et al. (2001), the authors viewed the work-
force as part of the resources the organisation possesses. They argued
that, in the past, organisations used to pay more attention to physical
resources, such as their assets, than to non-physical ones. Nowadays,
organisations realise the importance of nurturing and developing human
capital. According to Husain et al. (2001), firms with qualified personnel
strive to retain them through rewards and compensation systems.

Oakland and Oakland (1998) argued that the effective and efficient
management of human capital has become a primary concern for compa-
nies wanting to succeed in business. They also emphasised the positive
relationship between effective people management leading to satisfied
customers and a high level of customer satisfaction. Moreover, they
explored the people management concept and the factors that influence
it. The factors they identified as leading to effective people management,
also defined as best practices, are communication, employee commit-
ment and participation encouragement, employee empowerment, train-
ing and development, and teams and teamwork.

In a study on the relationship between TQM and operational perfor-
mance, Samson and Terziovski (1999) discussed the people criterion as
part of the Baldrige Award. Their survey sought to determine the total
effects of TQM training, communication, and involvement programmes,
and they argued that the most crucial part of people management is
studying how HR practices align with the firm’s strategies and that qual-
ity excellence in this criterion is determined by the voice of the people.

As a benchmark, leading organisations design a three-year strategic
plan for HRM that is aligned with the overall strategy of the company
(Oakland and Oakland 2001). The strategy is then translated into poli-
cies covering the following areas: skills, recruitment, appraisal, remunera-
tion, and employee benefits. An interesting concept used by leading
organisations is the so-called cafeteria effect whereby the company pro-
vides a core standard package to all employees that includes the salary and
a ‘menu’ of other benefits, from which the employees can choose the ones
that best suit them (company car, health insurance, dental care, etc.). The
cafeteria concept has had a positive influence on employee morale; differ-
ent people have different needs, thus, when this concept is applied,
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employees feel that their individual needs are being addressed, which
increases their motivation (Oakland and Oakland 2001).

Relating to the same topic, Schuler (1992) argued that HRM should
be performed strategically—that is, all employees in an organisation
should contribute to achieving the success of the business. He goes on to
argue that a scholarly consensus on the definition of strategic HRM has
been established and defined this concept as a composite of (1) the full
integration of the HR strategy with the strategic needs of the company;
(2) alignment of the HR strategy with the company policy and applica-
tion of the strategy by employees across all hierarchical levels; and, (3)
acceptance and application of HR policies amongst all the employees.
Schuler argued that strategic HRM is a combination of values, practices,
culture, and policies and went on to explain that strategic HRM should
be used to link and integrate all the levels of the organisation and employ
the human capital to achieve the strategic needs of the organisation.

In the scope of strategic HRM, Schuler (1992) further defined the 5-P
model, which helps to elucidate how HR strategies influence different
individuals and groups where HRM activities are defined as follows: phi-
losophy, policies, programmes, practices, and processes. A workforce
comprises every individual who is actively involved in accomplishing
tasks, whether such individuals are employees, volunteers, team leaders,
or managers. Recently, many companies have termed members of their
workforce ‘partners’ to illustrate how important they are in driving their
businesses and humanising performance. Recent work by Ishizaka and
Pereira (2016) portrays an employee performance management method
based on multi-criteria decision analysis and visual techniques. The
model they develop for employee performance management is fair and
transparent but at the same time developmental, as it identifies not only
key areas that employees excel in, but also areas that they can develop in
the future. Another example is that of the role of HRM practices in prod-
uct development through contextual ambidexterity explored by Malik
etal. (2017), wherein, through the case of an offshore US MNC subsid-
iary in India, they provide evidence of sustained BE.

A quality award aims to enable the workforce to engage with the
organisational objectives and assist it to adapt to change and succeed
accordingly.
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Workforce Environment

The workforce environment mainly considers workforce capability and
capacity needs, looking at how the organisation can meet those needs and
accomplish the required workflow by ensuring a supportive work atmo-
sphere. The main objective is to build the most effective work environ-
ment that will help employees and encourage them to perform well while
supporting the workforce.

Important Observations
* Workforce capability and capacity

Many organisations make the mistake of hiring employees with incor-
rect or unrelated skills because they believe that purely by hiring limited
highly skilled people, regardless of whether their skills match the organ-
isation’s needs, they can meet the capacity requirements for subject pro-
cesses. They generally think that the work can be accomplished by having
many workers with fewer or different skills, but this is not the case; rather,
having the right number of employees with the right skills is critical for
the success of any business. In addition, it is recommended that organisa-
tions develop a good prediction of future needs, that is, human resources
planning, since this will allow them to engage in satisfactory training,
recruitment, relocation, retention, and design for work system change.

* Work support

There are many opportunities for an organisation, regardless of its size,
to support the development of its workforce. The following are some
examples:

e Career and personal counselling with career development
e Cultural activities
* Formal and informal recognition
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* Special leave for family responsibilities and community service
¢ Flexible working hours and benefits packages

Workforce Engagement

Workforce engagement mainly considers the design of the system that is
managing the performance of the workforce and the way in which it
develops the members and motivates them to effectively contribute to the
best of their abilities. The system also promotes high performance, which
can be a good asset in helping the firm to ensure sustainable success and
accomplishment of the action plan designed for future success.

Important Observations
* High performance

The ability to achieve high performance records is characterised by
flexibility, innovation and creativity, knowledge and skills sharing, good
communication skills, alignment with organisation objectives, customer
focus, and rapid responses to market changes.

* Workforce engagement and performance

Many studies have indicated that a high level of work engagement can
have a positive influence on performance. Engagement can be character-
ised as having a cooperative working environment and clear direction
from the organisation.
¢ Drivers of workforce engagement

Workforce engagement can be driven by maintaining a healthy sup-
portive working climate that makes the workers feel safe and secure by

ensuring effective communication and good career development.

* Factors inhibiting engagement
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Factors that inhibit engagement can be clarified using surveys, focus
groups, blogs, or interviews with workforce members.

* Compensation and recognition

Compensation and recognition should match the work system and be
tied to demonstrated skills.

* Other indicators of workforce engagement

Indicators of a lack of workforce engagement include absenteeism,
turnover, and strikes.

* Workforce development needs

The needs of the organisation may vary based on its nature, size, loca-
tion, number of employees, and the nature of its competitors.

¢ Customer contact training

Continuous training and development for employees is important, as
this encourages them to gain critical skills and knowledge for develop-
ment and improvement to satisfy clients and exceed expectations.

The People Criterion in the EFQM Model

The people principle of the EFQM model is the most practical, and also
crucial, concept when it comes to achieving greater BE. According to this
principle, people’s empowerment is the most significant factor in the
management of quality aspects of the organisation. People, as internal
customers of the firm, are involved in managing quality, and when they
are empowered, quality management becomes an even more effective
approach.

Thus, a firm’s most important asset is its employees. It is their hard
work that takes the company to the pinnacle of its success. An organisation
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cannot function without its internal customers or assets, that is, its human
capital. However, the employees’ level of ability determines the efficiency
and success of the company. Involvement of employees in the company’s
activities helps to increase their understanding. It also motivates them to
work harder, as they feel valued by the company. Furthermore, it increases
their efficiency and effectiveness. From a BE or quality perspective, the
consistency of the employees also rises, and the involvement of the
employees helps in eliminating waste.

According to Sheffield Hallam University (2003, p. 23), t