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This Update highlights interest in the SMACNA High-
Performing Contractor Assessment Model and provides
relevant information.

wkkkkk SMACNA Sponsored Overview

The following SMACNA-sponsored event includes an
overview of the High-Performing Contractor Assessment
Model:

San Diego Chapter Meeting July 21, 2004

Depending on the chapter needs, Dennis Sowards is available
for one-hour to four-hour consulting sessions. If you are
interested in your chapter sponsoring an overview of the High-
Performing Contractor Assessment Model, contact Tom Soles
at SMACNA national or your local SMACNA chapter leaders.

ww#k%% The Global CEO Study 2004
Growth is back on the corporate agenda according to the
Global CEO Study 2004 conducted by IBM.*

Four hundred fifty-six (456) CEOs were interviewed for the
survey and 80% declared that their primary objective has
shifted from cost cutting to revenue growth.

Many CEOs said that they feel that the cost containment
measures they have put in place over the past two years are
now sufficient. With a more positive view of economic
trends, they are focusing more aggressively on growth and
investment opportunities.

More than half of the CEOs surveyed say they expect to enter
new markets in search of growth opportunities. To achieve
their growth objectives, 90% of the CEOs say their companies
will have to change to be more responsive - particularly to
customer demand - within the next five years.

These CEOs also see several potential roadblocks including
that their companies are not responsive enough to change
business conditions or flexible enough to pursue new market
opportunities.

So what does this mean to construction? Most of the CEOs
surveyed are customers of the contracting industry. Are we
ready to respond to their plans? Are we flexible enough to see
their changing needs and to provide the services needed as
they grow? What are we doing to improve the quality of our
management?

*The Global CEO Study was conducted by the IBM Institute
for Business Value, The Economist, and Nikkei Research.

wkxkxk Why Be World-Class

What is a world-class company? It is a company that

performs better and more effectively than over 95% of the

companies around the world. Its levels of performance ore
benchmark measures for any company - not just companies
within its own industry. World-class companies will:

e  Generate 70% more revenue per employee than most
companies;

e  Average less than 1% scrap and rework as a percent of
sales;

e Achieve a greater annual savings as a percent of cost of
goods sold due to improvement efforts (13.8% compared
to 6.8% average);

e  Average about 7% lower overhead cost;

e  Experience much lower employee turnover rates; and

e Achieve customer satisfaction ratings of 90% (satisfied)
and 80% (extremely satisfied).

So why would anyone want to be world-class when they can
be mediocre like everyone else?

whxkik Pathway to World-Class
The following marks the pathway to world-class performance.

Where we want to be -

World-Class
Recognized as a functional best
process in any industry that is
benchmarked by the other organizations.

Best in Class
Exceeds customer expectations, outperforms
all direct competitors, and provides clear
competitive edge.

Efficient

Meets all internal requirements for cost, margins,
asset utilization, cycle time, and other efficiency
measures.

Effective
Satisfies or exceeds all customer requirements.

Incapable

Is ineffective, inefficient, and at risk of failing. Needs
major redesign.

Where is your company today?
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whxdkt World-Class Companies’ Improvement Principles

The following are based on observations of what drives world-

class companies. They -

e have honesty in reporting information; no games in
measurement;

e focus on consistent detailed execution leaving little to
chance or luck;

e measure and use Key Metrics (CSF - Critical Success
Factors) to make decisions;

e insist on good housekeeping — every thing has a place and
everything is in that place; make cleaning and checking a
routine action;

e focus on process improvement and separate out all that is
unnecessary and eliminate it;

e are fanatic on having a clean workplace with well
maintained equipment and in preventing defects;

e invest heavily in training their employees;

e expect discipline in following the standard processes to
meet customer requirements yet allow flexibility to meet a
specific customer’s expectations;

e climinate waste by reducing inventory, eliminating over-
ordering or over-production, minimizing moving things
and “touch time,” reducing people or equipment
waiting/delays, and eliminating rework;

e learn how to identify and manage constraints so they
don’t keep making the same mistakes;

e use a decision hierarchy to decide in advance on priorities
(safety first, meet the requirements, deliver on time, and
finally, reduce costs); and

e involve their people with making improvements.

#*k%%* Thought of the Day

Are you working in the business or on the business? “In”
contains an “l,” meaning I (the owner/CEQO) am doing all the
work. “On” has an “o” - meaning others are doing all the
daily work you hired them to do. Are you working in or on the
business?

For more information about the High-Performing Contractor
assessment process, contact Dennis Sowards (telephone: 602-
740-7271; e-mail: dennis@Y ourQSS.com) or Tom Soles
(telephone: 703-803-2988; e-mail: tsoles@smacna.org).



