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APO hosts first Baldrige study mission

O ne proven approach in increasing
national productivity and enhancing
competitiveness is the establishment of a

national quality award program. That was the
premise behind the establishment of the Malcolm
Baldrige National Quality Award, established by an
act of the US Congress in 1987. Originally begun
as a business-oriented framework for manufac-
turing, service, and small businesses, it was
expanded in 1998 to include health care and educa-
tional organizations. On 5 October 2004, US
President George W. Bush approved legislation to
extend the award to nonprofit organizations as
well, thereby encompassing governmental and
other entities not previously included in award
eligibility.

The award criteria include seven categories: 1)
Leadership; 2) Strategic planning; 3) Customer and
market focus; 4) Measurement, analysis, and
knowledge management; 5) Human resource focus;
6) Process management; and 7) Results. These
seven categories are further subdivided into 19
items, each focusing on a major requirement of the
category. Since 1988, 56 organizations have won
the prestigious award.

The intent of the award process is for successful
organizations to share best practices with others.
This intent was manifested in the f irst APO
Baldrige Study Mission, held in St. Louis,
Missouri, USA, from 27 September through 1
October 2004. Twenty-nine representatives from 12
APO member countries participated in the study
mission, which included nine recipients of the
Baldrige Award. Throughout the study mission
there was spirited discussion and questions from
participants, and open responses from the organiza-
tional presenters. One characteristic in Baldrige
sharing meetings is the tendency to be candid in a
balanced assessment of both successes and failures
in striving for excellence.

Executives from organizations willing to share best
practices with the APO participants included:
Boeing Airlift & Tanker Programs, Boeing
Aerospace Support, The Ritz Carlton Hotel Co. (a
two-time recipient), Caterpillar Financial, Xerox
Business Products & Systems, Xerox Business

Services, SSM Health Care, and Wainwright
Industries. St. Louis was chosen as the host city
because it is one of the few cities in the USA which
is home to multiple Baldrige award recipients.

In addition to learning best practices from award
recipients, participants were provided with substan-
tial background behind the Baldrige Award frame-
work itself. Also provided was a comprehensive
discussion of the Baldrige program administrative
process. A consistently reinforced theme of the
study mission was the capability to answer two fun-
damental questions:

1) What was the “message” and lessons learned
behind the recipient’s sharing?

2) How can this “message” be applied to improve-
ments within my respective organization and
country?

APO participants correctly observed that there
appeared to be much commonality among Baldrige
recipients. While the activities of the organizations
differ greatly, ranging from the construction of
large aircraft to delighting customers during a hotel
stay, the beauty of the Baldrige framework lies in
each organization’s ability to adopt the criteria to
fit the organization, not vice versa.

One of the highlights of the study mission was a
keynote address by Sr. Mary Jean Ryan, President
and CEO of SSM Health Care. This organization,
based in St. Louis, operates 20 hospitals and three
nursing homes and has 5,000 affiliated physicians
and 23,000 employees. While improving produc-
tivity can necessarily be perceived as an arduous

challenge supported by rigid processes, Sr. Mary
Jean portrays a different leadership style: a unique
passion for meeting the needs of her hospital cus-
tomers in an environment where physicians, nurses,
and staff share a common mission of excellence.
SSM Health Care clearly demonstrates that health
care improvement can reach thresholds of excel-
lence not based on external mandates, but on
internal teamwork, compassion, and hard work.

APO delegates learned many lessons from the
Baldrige recipients, among which the most signifi-
cant were:

1) The myth that you can have excellent processes
without results and still receive the Baldrige award
is not valid. Forty-five percent of total Baldrige cri-
teria require positive trends and sustained results.

2) While Baldrige criteria are used as a framework,
successful organizations integrate useful tools such
as ISO9000, PDCA, and six sigma approaches
within the criteria context. An important message
is that these tools can be complementary and do
not have to be exclusive in their effective use.

3) There is a clear line of sight between senior
management and front-line workers in under-
standing the mission and goals of the organization.
How front-line employees contribute to the overall
success of the mission is important.

4) Both internal and external processes are cus-
tomer focused. There is a passion for delighting
and retaining customers, measured by frequent,
valid surveys and personal contacts.

5) A key characteristic of Baldrige recipients is
perseverance. Most applicants continuously use the
Baldrige framework as an internal assessment tool
to improve the overall productivity and results of
the organization. Receiving the Baldrige Award
itself is viewed as a secondary benefit of applying.

6) Employees actively participate in the Baldrige
process at all levels of the organization, although in
varying degrees. Relationships with suppliers and
partners are often viewed as the same as that of
employees of the organization.
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K. Sakai and H. Sekiyama are Japanese managers who don’t buy the
“bigger is better” concept. They created a group of more than 40 thriving,
independent, high-tech manufacturing companies through bunsha (com-
pany division). Once a company is “successful,” they fear that bureaucracy
and complacency will set in. What do they do? They divide it, as detailed in
Divide and Prosper: An Asian Concept for Successful Business Growth.
How can this work? In brief:

1. Give each company a full complement of functions. Critics say that it is
not economical to duplicate accounting, personnel, and other functions
within a group. But in the information age, centralization limits data collec-
tion and personal contacts. If each company has its own information net-
works, in combination they will have access to more information than any
other group of companies.

2. Pick capable leaders, then stand back and let them lead. Give them
enough start-up capital in the beginning and, more importantly, the people

they want to work with. Customer lists can be divided up, or the units can
compete head to head for customers. The new leaders must in turn create
an atmosphere in which employees can contribute through suggestions,
experimentation, etc. Expect mistakes. As long as they are learned from,
they should be viewed as progress.

3. See bunsha as a means to alleviate unemployment. In an era of massive
layoffs, why not give employees an opportunity to start up a new company,
with all the inherent risk and exhilaration involved, rather than the prover-
bial pink slip? Bunsha is like tapping into the fountain of youth. Even older
managers are rejuvenated by the process of starting over.

4. Remember that smaller entities are more likely to adapt and survive
rather than expect the environment to adapt to them. Newer entities are less
likely to fall into the trap of following outdated procedures simply “because
we’ve always done it this way” and thereby can be more responsive to
changing customer demand.

7) Senior leadership is not casually involved in the Baldrige process. Baldrige
recipients have leaders at all levels of the organization who are dedicated and
personally involved on a consistent and continuing basis.

One goal in organizing this first APO study mission of Baldrige recipients was
to deliver too much information rather than too little. Each APO participant
could uniquely determine relevant knowledge sharing that would be most bene-
ficial in his or her country. That goal was achieved based on feedback from par-
ticipants: 100% of the participants indicated that their expectations were met,
with a significant 76% stating that their expectations were exceeded.

A secondary goal was also realized. The US-based organizations sharing their
success stories took delight and satisfaction in knowing that participants from
12 countries in Asia will experience the benefits of better understanding the
positive successes of the Malcolm Baldrige National Quality Award.

Robert J. Osterhoff is a former Vice President and Director,
Corporate Quality and Knowledge Sharing, Xerox Corporation (world-
wide); he has served with the Baldrige Award program since 1988, as
a member of the Board of Examiners and as Senior Examiner and
Site Visit Team Leader. He is presently the Treasurer and member of
the Board of Directors of the Malcolm Baldrige National Quality
Award Foundation, Inc.

APO Secretariat welcomes
new officer

The APO Secretariat has a new
Agriculture Program Off icer, Mr.
Joselito Cruz Bernardo, who joined
the organization on 12 November
2004.

Bernardo hails from the Philippines,
where he was a Director in the
National Economic and Development
Authority and concurrently Deputy
Head of the Philippine Council for Sustainable Development Secretariat
before joining the APO. He has considerable experience in various facets
of development work, including agricultural development, sustainable
development, development planning, project development, policy
analysis, participatory rural planning and appraisal, and human resources
development.

Bernardo graduated from the University of the Philippines at Los Bano,
Laguna, with a master’s degree in agribusiness management. He also
attended a postgraduate program on development studies in agriculture
and rural development at the Institute of Social Studies, the Netherlands.
He is married and has three children.

Bunsha
(divided we stand)
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