Category 17 Leadership

1.1 Senior Leadership

a. Vision and Values

(1) The values were initially established in 2004
with inputs from all crews. Each year since that
time, the crews are asked as part of the

Strategic Thinking Cycle for inputs or changes to
the values. For instance, in 2006 a number of
the crewmembers suggested the value i Ma k e
Fastener Succeedo shoul d
the current business climate. The vision and
mission are reviewed annually during the
Strategic Thinking process (Item 2.1) by the
senior leaders, validated through crew meetings,
and approved by the Board of Directors.

At the end of the Strategic Thinking cycle, the
senior leaders hold town meetings with each
crew to go over the vision, values, objectives,
actions, and goals. In addition, each crew chief
includes discussion of one of the values in their
crew meetings each month. At the same time
the Chief Procurement Officer discusses the
vision, values, objectives, actions, and goals
with each of the partners. Suppliers are
provided an update on the vision, values, and
goals in an update letter. The vision is also
updated on the |
stationary and posted, along with the values, at
all sites.

Senior leaders make the core values innate to
the way they do business. In addition to the
annual update to the values, the crew is asked
in the annual crew survey how well senior
leaders are exhibiting and promoting each of the
company values. For any value that scores less
than a perfect 5.0, the senior leaders establish
action to improve in that area.

(2) In all decision-making, conforming to legal

and ethical behavior is included by senior

leaders in making each decision. Every week, at
least one of the senior leaders spends a day at a
site talking with the crew as well as meeting with

key customers in the area. This action serves to
reinforce the values, ethics, and legal behavior.
Further, the Presidentoés
newsletter is devoted semi-annually on the
importance of legal and ethical behavior.

(3) The Strategic Thinking Cycle is the
mechanism used by senior leaders to create a
sustainable organization (Category 2). The
major thrusts that are addressed in that process

etterhead
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are long-term growth, identification of area for
innovative improvement, building of workforce
capabilities, and enhancement of the work
systems structures (Figure 1.1-1).

| Strategic Thinking Process |
| ] [

Performance Performance Strategic
Management || Improvement || Plans
I I
t | Operations | f
Figure 1.1-1

In that process, senior leaders establish long-,
interim-, and short- term goals that will enable
Fasteners to attain market leadership, including
identification of goals in areas where meaningful
change is needed to accelerate attaining
leadership*. Quantifiable measures are
established for each goal to enable regular
assessment of progress towards achievement of
the goals. The long-term goals are integrated
into the companyds
short-term goals are integrated into the Process
Scoreboards (Figure 4.1-1). Senior leaders, in
the Performance Management Process,
regularly assess performance on the
Sgofebogrgs dAreasyA by apgh o). gtarting four
years ago, the senior leaders identified
conducting organizational assessments using
the Baldrige criteria as a key vehicle for
identifying areas of focus for improving
leadership, innovation, and agility**.
Consequently, the assessment process was
integrated into the Performance Improvement
System (P.2(c)). Senior leaders are active
participants in all facets of this process, as well
as involving many of the crewmembers. All of
these actions reinforce the vision, mission, and
values of the company and aid in integrating the
major thrusts into the culture of the company.

As detailed in Item 5.1, Fasteners has deployed
an innovative approach to succession planning.
All of the senior leaders are active participants in
that process to ensure that there is continuity in
leadership when transitions occur. Each leader
egablighanma devglopmeniplan withihea n v
identified individuals and actively coaches and
mentors these potential future leaders in their
development**.,

b. Communication and Organizational
Performance

(1) As noted in Area 1.1a(2), senior leaders
make weekly visits to the sites. In that process,

Strategic



the senior leaders spend time walking through
the stores talking to individual crewmembers.
Each week, the senior leaders develop a list of
topics or questions to ask crewmembers. These
data are compiled and analyzed to determine if
there are suggestions, problems, or issues that
should be addressed. Annually, the President
holds a town hall meeting at each site to discuss
the outcomes of the Strategic Thinking process
and the areas of focus and direction of the
company.

Monthly, a company newsletter is issued that
communicates articles of importance about the
company and its crews. This is supplemented
by AFI asdedsennte each site on key
topics of immediate interest, such as significant
decisions. A special e-mail address is available
to all employees to communicate anomalously
directly to the President. The President
personally responds to these e-mails through a
blind address. Quarterly, each of the senior
leaders, except for the President, visits each site
to communicate performance and actions in
their respective areas. Whenever a
crewmember has a special event, whether
marriage, buying a new car, anniversary, etc.,
the crewmember receives a personal note from
the President. Each of the senior leaders has
also assumed the responsibility of learning every
crewmember name and something personal
about that person.

As detailed in Area 5.1a, the President has a
AKudoodo program that
receiving kudos from customers, partners,
suppliers, or fellow crewmembers that
demonstrate one of the company values. This
year, the senior leaders added a new
recognition event. When a customer, partner, or
supplier acknowledges high performance of a
crewmember, at the next senior leader visit to
the site, the crewmember is presented with a
letter from the president thanking the
crewmember for exceptional service. This letter

recog
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segments in the Strategic Thinking Cycle, the
scoreboards inherently reflect the balanced
needs of the customers and other stakeholders.

1.2 Governance and Social
Responsibilities

a. Organizational Governance

(1) The Board of Directors (Op 1b) is composed
of a balance representing key customers and
stakeholders in the areas served. The contractor
Board members are nominated by the regional
Contractors Association. The crew chiefs at
each of the sites nominate do-it-yourselfers for

Board Executive Committee

Committees

Finance Compensation Operations

Figure 1.2-1 The Board structure provides
oversight.

Board membership*. Four committees provide
detailed oversight on specific functions (Figure
1.2-1):

A The Executive Committee is composed of
the Chair, company President, plus two
board members selected by the board for a
2-year term. This committee formulates
board policies, rules, and procedures and

n i epwlsates thegerformante ofrthe company
President. This committee is responsible for
selecting the company president for
approval by the full Board. This committee
is also responsible for ensuring that there is
transparency in operation of the board as
articulated in the polices, rules, and
procedures. The policies and procedures
also define selection and disclosure of board

_ members.
A The Finance Committee is composed of 3

is made a part of the crewme mb er 0 s elp e r s 0 n rmembers elected for 4-year terms by the

file*. Whenever the company has exceeded
performance expectations in a quarter, the
senior | eaders host a

(2) Monthly, the senior leaders meet as a body
and assess performance on the scoreboards
(Item 4.1)**. Since the scoreboards directly link
to the company goals, the assessment enables
determination of performance and whether
action needs to be taken. As the goals are set
considering the needs of both customer

Board to assess financial performance. At
least one of the 3 members must have a

i Wo w! @inareisl Baekgroupd® mree @omittek a ) .

assesses financial performance and reports
their findings to the full Board quarterly. The
committee is responsible for hiring an
external financial auditor that reports their
findings semi-annually to the committee and
board. The internal auditor also reports
directly to the Board with a dotted line
responsibility to the Chief Financial Officer.




A The Operations Committee is composed of
3 members elected for 2-year terms by the
Board to assess operational performance.
The committee is responsible for assessing
management actions in leading and
directing the company in advancing towards
its vision within its mission statement and
according to the company values. These
committee members participate in the
companydés Strategic

A The Compensation Committee is composed
of 3 members elected for 3-year terms by
the Board to set the compensation for the
President and review the compensation of
the other senior leaders. Compensation for
the President is limited to salary and the
same benefits enjoyed by all crewmembers.

No company personnel may be members of the
Finance, Operations, or Compensation
committees.

(2) Reports by the Finance and Operations
Committee are used by the Executive
Committee to evaluate the performance of the
President using the same Personal Assessment
Report (Item 5.1) that is used for all
crewmembers. Inputs are also solicited from the
Chair on the Presidentoés
Executive Committee reviews the Personal
Assessment Report with the President and
together they formulate actions to improve
performance. The President reports quarterly to
the Executive Committee on progress in the
actions.

The President employs the same process as the
Board in evaluating the performance of the other
senior leaders.

Annually, the Board conducts a self-assessment
of their performance as a Board. Based on the
results of the assessment, the Executive
Committee develops, for Board approval, action
items to improve Board performance. Progress
on the action items is reported in the quarterly
Board meetings*. Annually, the Executive
Committee conducts a review of individual
Board member performance. The Board Chair
counsels individual members, as necessary, on
needed improvements*.

Annually, as part of the Strategic Thinking
Process, the company senior leaders evaluate
their effectiveness as a leadership team and the
effectiveness of the leadership system**. The
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results of this assessment are rolled into the
development of strategies and actions in the
Strategic Thinking Process.

b. Legal and Ethical Behavior

(1) As a small company, there are limited
adverse impacts on society of the services,
products provided, or operations in each of the
communities served. The company has been

T h i nakrtively yorking, ayveversta be an

environmentally friendly organization. Three
years ago, an Environmental Committee of
crewmembers was formed to identify
environmental initiatives*. They identified
packaging as the most significant environmental
issue. Working with the suppliers and partners,
the amount of wastes generated by packaging
was reduced. Next, they took action to ensure
that all packaging used by the company is
recyclable (Figure 2.1-2). When the St. Charles
site was expanded to accommodate incoming
warehousing from suppliers, solar panels were
placed on the roof based
recommendation. These panels provide 73% of
the heating for that site.

Compliance/Ethics

p|] Process Measure Goal

EPA Sanctions 0
Recyclables 8Tons

OSHA | Accident Rate 0
Workers Comp $0

FLSA Sanctions 0
Grievances 0

Ethics | Valid Breaches 0

State

Law Sanctions 0

Figure 1.2-2 High Standards for
Compliance/Ethics

(2) Since most management and crewmembers
have interactions with customers, annual
quizzes are provided electronically to reinforce
the importance of continuing ethical actions and
how to report potential breaches. New
management and crewmembers receive in-
depth training on ethics during orientation that is
a prerequisite before they can interface with
customers*. A confidential e-mail address is



available for reporting potential breaches. The
President reviews all potential breaches and
initiates action as defined in the Ethics Policy.
The President provides the initiator of the
potential breach feedback on the actions taken.

All management and crewmembers that have
financial interactions with partners and suppliers
are required to sign a conflict-of-interest
statement annually. In addition, these personnel
are required to complete a more in-depth quiz
on their understanding of ethical behavior in
interacting with partners and suppliers.

c. Societal Responsibilities and Support of
Key Communities

a. Beginning 5 years ago, actions were started
in reducing environmental impacts. The
decision was made in the Strategic Thinking
Process to focus on two areas; energy usage
reduction and reduction in wastes. This led to
install the solar heating when the warehouse
was constructed. Subsequent actions in
increasing insulation in the store ceilings and
installation of energy efficient entryways, use of
energy efficient lights, and installation of
programmable thermostats all have resulted in
reducing electrical costs. Working with
suppliers, reusable or recyclable packaging was
added as a requirement. A warehouse and
store crew developed ways to reduce pre-
packaging of fasteners and providing customers
with recyclable bags that they could use to
select the quantity of fasteners needed.

b. The key communities have been identified as
each community in which a site is located. A
Community Support Committee, composed of
one crewmember from each site, selects the
community activities to support each year based
on the following criteria:

A It will yield some benefit to the company,

A It is important to the community,

A It is consistent with the size of the company,
A Itis an activity crewmembers will participate

n.

Whatever activities selected by the committee,
they are responsible for managing that activity.
So if itis fund raising, they decide how it will be
done, by whom, and when and what results they
expect to achieve. Each of the senior leaders
selects a site where they will actively participate
with those crews on their selected activities.
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Category 21 Strategy Planning
2.1 Strategy Development

a. Strategy Development Process

(1) The first phase of strategic planning is the 5-
step Strategic Thinking Cycle (Figure 2.1-1). In
this phase, data and information are used to
understand the current situation, develop a
prognosis of the future situation, and develop
direction, focus, and performance requirements
to take the company to the future state. There is
widespread involvement in the Strategic
Thinking Cycle from all levels from the Board of
Directors to the crewmembers and partners.
This wide spectrum of sources enhances
uncovering of potential blind spots. Three
planning horizons have evolved over the years:
Long-term = 6 years, Mid-term = 4 years, and
Short-term = 1 to 2 years.
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A Competitor/comparative information
(Changes in product/services and
performance)

Most of this data are collected and used on an
on-going basis throughout the year, The Chief
Interactions Officer coordinates the analysis and
formatting of the data to make it easy to use in
the planning process**.

In step 2, analysis of the data and information
are conducted. Most of the data are translated
into trend charts based on past performance
along with projected trends to the long horizon.

In step 3, the results are compiled into decision
matrices. For example, one of the decision
matrices for customers is shown in Figure 2.1-2.
Another matrix shows the Revenue Expected

Step1 Step2 Step3 Step4 StepSs
Data & Info Data& Info | |Strength/Challenge| | Objective | | Goal
Gathering Analysis Determination Selection Selection

Figure 2.1-1 The Stategic Thinking Cycle

To reach its vision, the company needs to
project areas and types of growth that must be
achieved. The long-term horizon is driven by it
taking 17 3 years to evaluate and select
candidate sites, then another 1 year to 18
months to lease and reconfigure or build a store,
and then 3 months to 1 year to operationalize
the site.

In step 1, the Chief Interactions Officer pulls
data from multiple sources together:

A Environmental data (market penetration,
market changes, population demographics,
and financial forecasts)

Customer data (Engagement, needs,
desires, and priorities)

Workforce data (Longevity, engagement,
capacity, capabilities, needs, desires,
priorities)

Partner data (Current performance, loyalty,
capabilities, desires)

Supplier data (Current performance,
satisfaction, capabilities, desires)
Technology information (new and emerging
technologies)

Company performance data (Financial,
operations, communications)
Legal/Regulatory information (Changes in
laws or regulations)

>\

> > > > >

and Return on Investment to raise the numbers
in Figure 2.1-2. When all of the matrices are
completed, a summary matrix is compiled.

In a two-day off-site meeting, the senior leaders,
Board members, and two crewmembers
selected by the employees review the matrices
and trend data to determine the organizational
strengths and challenges. They also determine
from the organizational strengths the core-
competencies of the company and whether
additional core competencies should be
pursued.

In step 4, the Strategic Objectives are
determined that will enable building on the core
competencies as well as addressing the
strategic challenges and building future core
competencies. An assessment is made of
whether the Strategic Objectives will advance
the company towards its vision and whether the
mission statement should be changed. This, in
effect, determines whether the company has a
plan that will ensure its sustainability. Lastly, the
group at the offsite assesses whether there are
sufficient resources to address the Strategic
Objectives and the timetable for the
accomplishment of each one.

In step 5, goals are established for each
Strategic Objective. These goals are set based



on current performance and projections obtained
through company and comparative data and
become the foundation for the scoring bands on
the Strategic Scoreboard. Typically, for those
objectives that relate to the core competencies,
the six-year goal will be to achieve best-in-class
performance. These goals are the top priority
for accomplishment. The other objectives seek
to achieve top quartile performance in the same
time frame.

Customers Loyalty Needs Desires | Priorities | Total
Current 9 9 <] 9 33
Contractors
Current <] 9 6 9 30
DIYs
Potential 1 6 6 6 19
Contractors
Potential 1 6 1 6 14
DIYs

9 = Currently meet or exceed
6 = Could meet without major change
1 = Could meet with major change

Figure 2.1-2 Example Decision Matrix

b. Strategic Objectives

(1) The Strategic Obijectives, their timelines, and
the most important goals are shown in Figure
2.1-3.

Strateqgic Strategic | Timeline | Long- Mid- Short-
Objective Context! term term term
Goal Goal Goal

Expand marksts BAL BC2 | 24 25 al 175 al Ted
Sarved 5C3 maris marial maria
Reduca costs A1, 5C1 nz 5% 1%

reducian | reducian

Enhanca S5A2 BA3 2011 Customar | Cusiomar

warickrca saistacl saistacl

capanitss wwisandoa | wisandoa
43 23

*The Strateglc Chalengas/Adantag s ldenified in Figurs 72-1
Figure 2.1-3 The Strategic Objectives address the
Strategic Advantages/Challenges

(2) As indicated in the second column of Figure
2.1-3, the Strategic Objectives focus on
addressing the Strategic Challenges and
Advantages. It was decided in the 2008 planning
cycle to focus on continuing to build on the
current core competency as the key to
sustainability and not pursue development of
additional core competencies**. The
methodology for addressing opportunities for
innovation is detailed in Item 2.2. The data and
information analysis and assessment part of the
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Strategic Thinking Cycle incorporates the needs
of all stakeholders, so the analysis process
ensures that their interests are addressed and
balanced.

2.2 Strategy Deployment
a. Action Plan Development and

Deployment

(1/2) The Implementation Cycle (Figure 2.2-1)
has two tracks: Strategic Process Improvements
and Tactical Process Improvements.

In Step 1, the senior leaders use the matrices
and trend charts from the Strategic Thinking
Cycle to identify where significant or major
improvements in performance are needed. In

2007, the AExpand Markets

Objective was identified as a key area of focus
that would have a significant impact on company
sustainability. In that analysis, it was
determined that a two-pronged approach would
be considered: Expansion of the product line,
such as inclusion of glues and epoxies, and
opening of additional stores. Responsibility for
the first approach was given to the Chief
Operating Officer and the second to the Chief
Interactions Officer to take action using the
Strategic Improvement Model (Area 6.2c).
Because of the economic downturn in the
economy in 2008, it was decided to shelve
opening a new store, but that the expansion of
the product line should continue.

In Step 2, the senior leaders identified the
tactical actions that would be needed to achieve
incremental improvements for the remainder of
the Strategic Objectives. In this process, it was
determined which key work processes (Item 6.2)
would be affected and who would do what in
accomplishing the actions and how progress
would be measured.

In Step 3, the actions are rolled, as appropriate,
into the following existing rolling four-year plans:

A Operating including facilities
A Workforce

A Information Technology

A

Procurement including partner/supplier
management

A Financial
A Marketing

Each of the plans are detailed for the current
year with less detail in the ensuing years, but
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making the long-term projections ensures that
the short- and mid-term are realistic in order to
accomplish the long-term.

understanding of their roles in plan execution.

(3) If, during the year, changes occur that effect
the actions being taken or operations, the senior
leaders identify who and what will be impacted
and the appropriate way to address the
changes. It may mean scuttling current actions

Since the actions are integrated with the
operational plans, when they have been
completed no transition is required to ensure

their sustainability.

or modifying them and/or the development of
new actions. Being a small company, this is

Step1 Step 2a Step3 Step4 Steps
Strategic Tactical . Progress
Improvement Improvement [—| Plan Development —jlmplementation— .-
ldentification Identification

Step 2b
Strategic

Development

Figure 2.2-1 The Implementation Cycle

The Operating, Information Technology,
Procurement and Sales/Marketing plans are
developed first. The Workforce and Financial
Plans use inputs from the other plans, as well as
the Strategic Improvements to develop capacity
and capability needs and budgets for the current
and next years. This assures that resources are
available to execute the actions and accomplish
normal operations. In both the Strategic and
Tactical Improvements (Item 6.1), the first step
is to evaluate risks, which is assessed at Gate 1.
Each of the plans includes the key measures of
performance that feed the Process Scoreboards
(Item 4.1).

In Step 4, the operating plans are deployed to all
sites electronically. Crew chiefs discuss the
plans with there crews to enhance their

accomplished rapidly through changes in the
operating plans.

(4/6) The key actions and measures are shown
in Figure 2.2-2. The key planned change is the
first Strategic Objective in that figure.

(5) As indicated above, the Workforce Plan is
developed after the other plans to enable
identification of the impacts of the actions and
operations on capacity and capability needs.
First, capacity needs are identified. The key
changes in this planning cycle are: the first

Strategic Objective will also necessitate changes

in capability needs when the product line is
changed. The second Strategic Objective will
not have a capacity or capability impact. The
third Strategic Objective will create changes in

Strategic Term Plan Key Actions Key Measures
Objective
Expand Long Operating Expand Product Line Customer Value
markets Profitability
served : "
Marketing Open additional stores Market Share
Return on
Investment
Reduce Mid Operating Improve selected key work Qutcomes of
costs processes selected key work
processes
Enhance Mid Workforce | Train on new technologies Customer satisf.
workforce with service
capabilities Enhance do-it-yourself Customer satisf.
knowledge W|th SeNice

Figure 2.2-2 Actions relate directly to fulfilling customer desires and sustainability
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capability needs.

After all plans are drafted, the senior leaders
review them all to ensure alignment and
consistency.

b. Performance Projections

As indicated in Item 2.1, the goals are set based
on comparative data. The company
performance is based on historical trends in
performance that are projected based on the
accomplishment of planned actions.
Comparative data is projected ahead based on
the trends in historical performance, unless
other data or information is available to change
the slope of the trend lines. In the Strategic
Thinking Cycle the comparative source data and
information are integrated with the setting of the
goals so that if gaps exist they will be closed,
and if Fasteners is currently comparable with the
comparative data that the goals will enable
creation of a favorable gap.

The Implementation Cycle ensures that actions
are focused on achieving the level of gains
necessary to meet the projections.
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Category 31 Customer Focus

3.1 Customer Engagement

(1) Multiple mechanisms are used to identify
product offerings: The Voice of the Customer
(Item 3.2) is used to gather data and information
on customer and potential customer current
requirements, needs, and priorities.
Professional associations, professional
literature, such as Fine Homebuilding and How
To magazines, trade shows, home shows, and
conferences are sources of current and
emerging needs as well as opportunities for
learning about new technologies and
techniques; as are face-to-face discussions with
the users of fasteners. Visits are made to
competitor stores to ascertain what products
they are carrying. This venue yielded the
knowledge that there was limited competition for
bonding agents.

Since there are differing requirements in the
segments, the Chief
collects, aggregates, and analyzes the data and
information for each segment to determine
potential new or enhanced products that would
meet the needs of current customers and attract
new customers. It was through this process that
the increasing importance of the use of bonding
agents, such as glues and epoxies, instead of
traditional fasteners, was discovered, which has
resulted in making a meaningful change in the
product line to enable expanding relationships in
the segments**. The process also led to the
identification of a new customer segment:
Specialty Workshops, such as cabinet and
molding shops.

(2/3) Since all three segments have voiced
requirements for availability and responsiveness
(Figure P1-5), surveys were sent to each
segment, and were provided at the stores,
asking how each preferred to seek information
and conduct business with Fasteners (Area
3.2¢) *. The responses were compiled and
analyzed to determine the preferred methods for
each segment.

Multiple support mechanisms are provided to
enable easy access for current and potential
customers in all segments:

First, multiple support mechanisms (Figure 3.1-
1) and focused advertising in trade journals are
used to enhance visibility for existing customers
as well as potential customers.
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Custpmer Support Mechanisms
Telephone

E-mail

Web Site

Postal Mailers

Store Crews

Store Workshops

Participation in Segment Events

D> D> I

Figure 3.1-1 Easy access is provided

A second way to access customers is by gaining
referrals from existing customers because
Fasteners provides high
value to them, which increases the likelihood
that they will refer the company to colleagues.
That is why an area of focus emanating from the
Strategic Learning Cycle is increasing crew
knowledge, because that knowledge can be
leveraged in providing value to the customers.
Third is providing accessibility:

tore?aglalpement is critical. Sites afe ecrgoseep

A S
Learnin gas on ebsfl §C5985§YO[TF}T?HJ|’OY

thoroughfares, easy access from frontage
streets, parking availability for both
passenger vehicles and trucks, and
convenient loading sites. If an existing
building is chosen, it must be capable of
displaying large visible signage.

A An 800 phone number answered by a
dedicated crewmember throughout normal
working hours is provided for customers.
After working hours, the line is rolled to an
on-call knowledgeable crewmember. The
crewmember is provided a laptop computer
and a cell phone with both voice and e-mail
capabilities that can access the company
product line, pricing, product availability by
site, directions to each site, and store hours.
The crewmembers are also available to
answer fastener questions. The cell phone
prevents tying up
personal phone I ines
a workstation in the evening. On average,
there are 11 calls or e-mails are received
per week. Every on-call crewmember
receives 2 hours of overtime for fulfilling this
responsibility.

A The company website provides company
and product information and an e-mail query
capability. During working hours, responses
to e-mails are provided within 30 minutes of
the query and within 2 hours after working
hours.

t he
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Fourth, for the contactor and specialty
workshops, on-site delivery and warehouse
pickup coupled with the on-line ordering are
preferred by most customers.

All of the above mechanisms have been
established using the feedback data and
information provided by customers over the
years. Annually, as part of the assessment
process (P2c), the entire support process is
evaluated and actions are established based on
the Opportunities for Improvement to improve
the support process and keep it current**,

b. Determining a Customer Culture
(1) At the heart of building a customer-focused
culture is the direction, environment and
expectations established by senior leaders (Iltem
1.1) as further articulated in the Strategic
Thinking Process (Category 2), and
implemented through leader and crew
development (Area 5.1b) and management of
the key work processes (Area 6.2b). All of these
processes are closely aligned to provide
continued reinforcement of the importance of a
customer focus. As discussed in Area 5.1a(3),
every crewmember has a personal goal related
to achieving a customer focus and receives
initial training upon hiring, and periodically
thereafter, on building customer relationships
(Area 5.1b).

(2) Multiple mechanisms are used to build and
manage relationships with existing customers
(Figure 3.1-2):

A Relationship Enhancement:

O The visits to contractor facilities and
work sites enable dialogs to occur on
products and services as well as
denoting that Fasteners values them
as a customer. None of the
competitors provide this service.

O Whenever a new product is
introduced, the customers who have
used a similar product in the past are
sent a notification of the new product
and differing features from existing
products. In most cases, samples of
the new product are included in the
notification. Those customers who
have previously indicated desires for
products and/or services that they
would like to have receive a
notification when those desires have

10
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been added to the
offerings**.

O Whenever contractors purchase more
than $250 of company products, a 5%
discount is provided on products, and
when more than $500 is spent, a 10%
discount is provided. Similarly, on do-
it-yourself purchasers, when they buy
more than $100 of products, they get
a 5% discount and a 10% discount for
spending more than $200.

O As part of the annual survey,
customers are asked their preferred
method of communications with the
company. Their preferred method is
used for all notifications and dialog
with the customers.

0 before interfacing with customers, all
new personnel, whether management
or crew, receive 24 hours of training
on the contact standards, knowledge
of the product line, use of the access
mechanisms, exceeding expectations,
handling complaints, and enhancing
relationships**. Annually, 2 hours of
training are providing to all customer
interface personnel to refresh
responsiveness*. Whenever new
products are being introduced, all
customer interface personnel are
trained on the new products, their
purpose, use, benefits, and costs
before the products are introduced to

customers.
Referrals Enhance
Surpass
Visible Manage
{ N Responsive
Accessible

Figure 3.1-2 Multiple Listening Sources
A Surpassing expectations:

0 If a customer asks for a product that
the company does not carry, the
crewmember handling the query
researches the availability of the
product from other sources, including
competitors*.

O Each store has a room outfitted as a
workshop. If a customer asks how a

compan)



fastener will work in a certain
application, they are escorted into the
workshop and the application
demonstrated. For instance, the
demonstration may be how well
certain fasteners will work in concrete
blocks. The phone in the workshop
has a speakerphone to enable crew
experts to be called about complex or
unusual situations*.

O If pick-ups of products are needed
outside of normal working hours, they
are accommodated.

0 Contact standards (Figure 3.1-3)
ensure that there is consistency in
interactions with customers by
everyone who is in contact with
customers. Everyone is evaluated on
not only meeting but exceeding these
standards.

(3) All of the above mechanisms have been
established using the feedback data and
information provided by customers over the
years. Annually, as part of the assessment
process (P2c), the entire support process is
evaluated and actions are established based on
the Opportunities for Improvement to improve
the support process and keep it current**,

Management

= Listen actively

» Greet customers by name
= Follow-up

= Be flexible

Crewmembers

= Provide undivided attention
= Serve them immediately

* Recommend alternatives

= Be pleasant

Electronic Cormmunicators

= Respond to e-mails within 30 min.
during the day (2 hours outside of
working hours)

= Answer calls within 3 rings

= Answer calls with "Fasteners, this
is , How may I help you?"

= Answer calls with a smile

= If an immediate answer cannot be
provided, get the answer within an
hour

= Thank them forthe call

Figure 3.1-3 Contact standards ensure consistency
in customer interfaces
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3.2 Voice of the Customer

a. Customer Listening

(1/2) The customer listening and learning
process is fully integrated with the customer
support process to ensure a seamless
acquisition and use of knowledge about the
customers in each segment. The processes
have become more robust over time using the
feedback from the assessment process (P2c)
and customer feedback. This integration results
in multiple sources being employed to
understand the voice of the customer (Figure
3.2-1):

Surveys
C?O":‘;t Customer
nts : .
Voice of the \Visits
Customer
Inquiries Complaints

Workshops Focus Groups

Figure 3.2-1 Multiple Listening Sources

Store Contact: Whenever a new customer
enters a store from any segment, they are asked
to provide their name and address. These are
entered into a database, along with the date,
type of purchase, total cost of the purchase, and
how they heard about the store. Other than the
name and address, the remaining data is
automatically entered at the cash register.
Account customers are those who purchase
fasteners electronically. Their data is also
entered into the database. For customers who
do not find the product they need at the store or
website, this is also entered into the database.

Surveys: Annually, those customers who have
done repeat business during the year are sent a
survey on the needs and priorities, as well as
satisfaction and loyalty on the anniversary date
of their first purchase (Area 3.2). These surveys
are tailored to each of the sub-segments and
include open comment spaces. For those
customers who do not do repeat business or
only make one purchase, a personal letter from
the President is sent to their address expressing
their value to the company and asking for
comments on their buying experience and
whether additional or other products or services
are needed.



Customer Visits: The visits are used for
acquiring knowledge of customer needs and
priorities, informing them of new products or
services, and determining their satisfaction.
Prior to the visits, a set of questions are
prepared to help capture consistent feedback
from the customers. Their responses are
entered into the database.

Inquiries: Whenever inquiries are made about
Fastenerdéds products or
800 number, website, etc., the information is
entered into the database. If the inquiries are by
potential customers, a script is followed to
determine their interests and enable follow-ups*.

Complaints: The Complaint Summary is also
entered into the database.

Workshops: Feedback from customers
learning through the store workshops or from
workshops presented in the communities is
entered into the database.

Focus Groups: Focus groups by segment are
held whenever new products are being
considered, such as the bonding agents, to
acquaint current and potential customers with
the products and determine their reaction to
such products; If there are multiple complaints or
if any of the survey dimensions fall below 4.5 on
a 5.0 scale, focus groups are held to determine
the root causes of the scoring.

The data and information is aggregated and
analyzed each week and the results of the
analyses are sent to senior leaders and each
store.

(3) Whenever a complaint is received the
following steps are taken:

1. Resolve the complaint on the spot, if
possible. Crewmembers are
authorized to provide up to $50 in
products if needed to satisfy the
customers. If products do not meet
customer needs, offer to deliver an
alternative product at no additional

costtothecustomer 6 s si t e.

2. Log the complaint in the complaint
database with customer name, date,
time, and nature of the complaint.

3. If complaints cannot be resolved
immediately, attempt to resolve the

2010 MQA Case Study

complaint that working day. Inform
the customer of what will be done and
when.

4. If a resolution cannot be affected in
the designated time, inform the
customer of the reason and when a
resolution can be expected.

5. Follow-up with the customer on
actions taken and ascertain whether
this resolves the complaint to the

servi cesys twh satisfa@ion. Ibrgsoltedy e
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thank them for bringing the issue to
the companyods
what can be done to satisfy them and
then take appropriate action.

Daily, the crew chiefs review the complaint log.
If the complaint was resolved on the spot, the
crew chief contacts the customer to verify that
they were satisfied with the resolution. If the
complaint is still open, the crew chief talks to the
crewmember about actions being taken to affect
closure. If the action is going to take more than
a day, the crew chief assigns a due date and
enters it in the log.

Monthly, the site complaint logs are aggregated
to the company level and analyzed to determine
if potential systematic problems exist or adverse
trends are emerging. For either case, the
Tactical Improvement Model (Item 6.2) is
employed to achieve permanent corrective
action. If the complaints involve partners or key
suppliers, they are asked to participate in the
improvement activity.

b. Determination of Customer Satisfaction
and Engagement

(1) Each customer is sent a survey annually that
includes questions on satisfaction and
engagement, referrals, and willingness to do
repeat business. Every month 1/12" of the
customers in each segment are sent surveys so
that regular feedback is being received on
Fasteneros
tailored by segment based on inputs received
from analyses of the Voice of the Customer and
Relationship Management processes. Monthly,
the results of the surveys received are analyzed
to determine trends and areas of focus for
improvement (Item 6.2). Twice a year, focus
groups are held with each of the primary
customer segments to ascertain the key drivers
of satisfaction and loyalty and what products
and/or services would be of benefit to them.

performance.

attention.

The



(2) The surveys are structured to ask not only
the satisfaction with Fasteners products and
services, but how this compares with
performance of competing organizations.

(3) Dissatisfaction is determined by any
dimension scoring below a 4.5 on a 5.0 scale.
As indicated in 3.1a(1/2) above, focus groups
are held to determine the root causes of this
dissatisfaction. The focus groups enable
focused information to be gained that can be
addressed by Tactical Improvement actions
(Item 6.2). This information is also fed into the
Strategic Thinking Process (Iltem 2.1) for
consideration as Strategic Process
Improvements.

c. Analysis and Use of Customer Data

(1 - 3) The data and information gleaned through
both the Customer Engagement (Item 3.1) and
Voice of the Customer (this Item), have multiple
uses**:

A The results of the analyses are fed into
the Strategic Thinking Process (Item
2.1) to aid in determining direction and
performance needs to expand the
customer base within the current
segments and to assess the needs for
additional segments, products, and/or
services.

A The data and information presented in
the Strategic Thinking Process (Item
2.1) includes development of projections
of market changes, product changes,
and service needs. For instance, in this
latest cycle, the economic impacts,
including the closing of some competitor
box stores and reduction in new home
construction, were included in the
projections. Also included was the
result of the competitor store visits.

A In each of the segments, the Voice of
the Customer data and information
gathers information on the relative
importance of the product and service
features to those customers that affect
their purchasing and relationship
decisions. These are fed into the
Strategic Thinking Process (Item 2.1)
and Process Management (Cat. 6).

A In the analyses of the data and
information, attention is paid to
determining unique requirements of
each segment. Although there is a high
degree of commonality between the

13
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segments, the unique requirements are
sorted to enable attention to be paid to
both the relationship management and
Voice of the Customer in meeting or
exceeding those requirements.

A The analyses of the data and
information from the relationship
management and Voice of the Customer
are fed into the Customer Engagement
process (Item 3.1), into the Workforce
Leadership and Develop Processes
(Area 5.1b) and into the Work
Processes (Item 6.2). Since the
analyses are all conducted with the
Interactions group, it is assessed by
those groups to determine changes in
marketing approaches and strategies.

A Monthly, a report is generated compiling
customer needs and priorities by
segment and significant complaints and
sales information by site, as well as
satisfaction. This report is sent
electronically to all sites. The monthly
report is designed to enable the crew
chiefs to extract and post the data at
their stores. The report is also available
for all c¢crewmembers
intranet. Each month, all of the crew
chiefs meet with their crews and go over
the report to identify what they are doing
well as well as discussing how they can
do better.

(4) Every two years, the entire Customer
Relationship Process is assessed as part of the
company assessment. Site assessments of the
process are assessed annually (P2c).
Opportunities for improvement are identified
during these assessments are acted on to keep
the process current. Additionally, at the
conclusion of the Strategic Thinking Cycle, the
senior leaders assess whether they had the data
and information needed on current and potential
customers to make their decisions.
Concurrently, the crew chiefs are asked if they
have the data and information on customers
they need in their stores. This feedback is
compiled and areas of focus for tactical
improvements are identified.

on

t
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Category 417 Measurement,
Analysis, and Knowledge

Management
4.1 - Measurement, Analysis, and
Improvement of Organizational

Performance

a. Performance Measurement

(1) The Performance Measurement System
(Figure 4.1-1) provides linkage of measures to
the Strategic Planning Process in three
dimensions: vertically, horizontally, and over
time.

The Strategic Scoreboard is structured to
capture progress toward attaining the longest-
term goals of the Strategic Objectives (Figure
2.1-3) and long-term performance in addressing
the Key Success Factors (P1-6) as shown in
Figure 4.1-2. This scoreboard is used by senior
leaders and the Board of Directors in making
strategic decisions and identifying strategic
process improvements. A set of Process

| Strategic Scoreboard |

| Process Scoreboards -I'h_l
! L

I Site Measures

Figure 4.1-1 The Performance
Measurement System

1st Quarter 2009

2Yrs. Ago ‘ 1Yr. Ago ‘Abova Goal ‘ At GaallAt Riskl Below Goal

MARKET
Expansion_ Below Goal ‘ At Risk. ‘ ‘ — | |
CUSTOMERS
High Value At Risk At Risk -
Responsiveness At Risk At Risk. -
Availability At Goal At Goal —
Knowledge At Risk At Goal -
FINANCE
Cost Reduction At Risk At Goal —
Total Margin At Risk At Goal -
Debt/Equity Ratic At Risk At Risk -
'WORKFORCE
Capabilities__ AtRisk | AtGoal | [ -
Capacity _Below Goal | AtRisk | |
PARTNERS/SUPPLIERS
[

Seamless N/A [ New-at Risk | -

CostReduction__ AtRisk | AtRisk | [ | —

Figure 4.1-2 The Strategic Scoreboard shows
progress to achieve the longerm goals.
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Current Month

PROCUREMENT 6mos. Ago ‘ 3mos. Ago | Above Goal ‘ At Goal ‘ At Risk ‘ Below Goal
CONTRACTS
CycleTime __ AtRisk |  AtRisk | -] |
PARTNER PERFORMANCE
Value At Risk At Risk -
Responsiveness At Risk At Risk —
Interaction___ At Goal At Goal -
OUR PERFORMANCE
Repeat Business AtGoal AtGoal -
Timely Payment At Risk AtGoal -
Interaction At Risk At Goal -
SUPPLIER PERFORMANCE
Value BelowGoal | AtRisk | | [ -
Responsiveness __ AtRisk | Below Goal | [ — |

Figure 4.1-3 An example of one of the Process
Scoreboards showing progress to achieve shert
term goals

Scoreboards provide data on progress in
meeting short-term goals (Figure 2.1-3) and how
well the key customer (P1-5), partner/supplier
(P1- 6) and workforce (P1-3) requirements are
being met. There is a Process Scoreboard for
each of the key work processes (Item 6.1).

Each of the sites measures their performance to
the dimensions on the Process Scoreboard. In-
process measures are established, when
necessary, in performance improvement actions
(Item 6.2) to ensure that the drivers of the
outcomes of the affected processes are
understood, especially across all sites. An
example of one of the Process Scorecard is
shown in Figure 4.1-3**. These scoreboards are
used by senior leaders, crew chiefs, and crews
to manage process performance, including
identifying areas of focus for improvement.

(2) As noted in Area 2.1a, all goals are set
based on achieving benchmark levels of
performance, therefore the focus on obtaining
performance comparisons are those measures
that support the goals. The process for
collection first seeks Baldrige and MQA recipient
performance that is available from their
Application Summaries. Data is also sought
from other state award programs as well. Since
several of the competitors are publicly traded
chains, their annual reports are used as a
source for comparative data, as well as
indications of changes that may affect
developing projections for Strategic Planning
(Area 2.2b*). These data are used in the
Strategic Thinking Cycle (Area 2.1) to aid in
identifying Strategic Process Improvements.

All Strategic Process Improvements (Category
6) use a formal five-step benchmarking process
to aid in identifying alternatives to achieve
innovative improvements. The first step in the
process is to train the improvement crew in use
of the process. An informal benchmarking



process is incorporated into the Tactical
Improvement Process (Item 6.2). All
incremental improvement activities conduct
benchmarking using the internet, industrial
publications, supplier and partner provided
information, and personal networks to obtain
process information from other organizations.

(3) The Performance Measurement System is
updated annually after the measures have been
established in the Strategic Planning Process*.
This update addresses what measures should
be added or modified. For instance, as seen on
the Strategic Scoreboard (Figure 4.1-2), the
measure of partner/supplier seamlessness was
changed a year ago to improve the utility of the
measure. During the update, it is also decided
what measures are no longer adding value and
should be discontinued. Even though the
company has grown, the number of measures
has been reduced by 23% over the last four
years. If during the year changes are needed in
what is being measured, senior leaders assess
the need and make the change by calling a
meeting, discussing the change, and then
instituting actions to affect the change, if
approved.

b. Performance Analysis, and Review
Quarterly, senior leaders and the Board of
Directors review the Strategic Scoreboard. For
any indicator that is yellow or red, back-up
analyses are provided that show the long-term
trend, root causes of the adverse color, actions
being taken to affect recovery, timeframe for
recovery, and assistance needed. The senior
leaders also review progress on the Strategic
Improvement activities at that time. Monthly,
senior leaders review the Process Scoreboards.
As with the Strategic Scoreboard, back-up data
and information are provided for those indicators
having adverse colors. Weekly, the crew chiefs
review performance of the key measures that
are the drivers of the indicators on the Process
Scoreboard. These data are trended using
Statistical Process Control methodologies.

The primary analyses tools are: trend, Pareto,
and Statistical Process Control charts. For
Strategic Improvements, Quality Function
Deployment, Failure Mode and Effect Analysis,
and Decision Matrices are also used and
provided in the review back-up.

From a bottom-up perspective, the aligned
structure of the reviews pushes tactical decision
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making to the area closest to where the work is
being accomplished, while the top-down
perspective ensures that the company
objectives are on track to ensure that
sustainability will be retained. The top-down,
bottom-up approach to the reviews enables
rapid decision-making and adjustment of
priorities. The approaches also enable rapid
reallocation of resources and changes in
Strategic and Tactical Improvement activities, if
necessary.

c. Performance Improvement

At the end of each review, the senior leaders
assess their findings and determine whether
needed actions are of higher priority than current
actions. If they are, then it is assessed whether
the resources are available to address the
needed actions and whether lower priority
actions should be suspended or terminated to
address the new actions*. The results of all
reviews and adjustment of actions or priorities is
communicated via the intranet throughout the
company and to partners and suppliers if the
changes in priorities impact them.

4.2 7 Management of Information,
Information Technology, and Knowledge

(1) Built into the software is error detection and
field controls on data entry. Limited keystrokes
are necessary for crewmembers in entering
orders at the stores, such as use of short codes
for each fastener type that, when entered, are
then displayed with the full name and description
to enable verification. Memory searches are
conducted when customers reorder, and if the
fastener type differs from previous orders, the
crewmember is alerted. This enables
verification with the customer whether they
desired to order a different type. Parity checks
and other built-in features of the software enable
detection of potential data corruption.

The IT partner has built-in flags that alert the
partner whether there are data sets where no
transactions have occurred the previous 60
days. The partner notifies the originator of the
data and the previous user of the data of the
lack of activity and asks whether this data
should continue to be collected. The IT partner
also maintains all data for a three-year period,
and then archives that data. These practices
maintain the data currency.

The Human Resource partner maintains all
personnel records. Access to these records is



Il i mited at t he
company.

partner os

(2) All stores are connected to the mainframe
and dedicated server
site in St. Louis. Each store has a desktop
computer located in the showroom/sales area,
one located in the workshop, and a laptop
located in the back office with printers
associated with each computer. The laptop is
used after hours for the crewmember on call. All
of the senior leaders and support crews have
desktop computers.

Partners and suppliers are also connected to the
mainframe of dedicated partner/supplier
software. This software enables on-line ordering
and exchange of performance and other data
and information. For instance, Service-Level
Agreements (Item 6.1) with key suppliers define
the stocking reorder level for each type of
fastener*. Real-time stocking levels are
provided to the key suppliers through this
intranet to enable them to plan for automatic
restocking.

(3) As shown in Figure 4.2-1, there are three

elements of the Knowledge Management

Process:

A Workforce knowledge:
A database is maintained that identifies the
crew experts in various products, processes,
or services. The database is available for all
crewmembers to use. The experts can be
called or e-mailed by any crewmember to
assist with complex or unusual problems.
The experts are used as trainers and
coaches for new crewmembers (Area 5.1b).
Once a month, an expert holds a session
that is open to crewmembers from across
the company and for supplier personnel in
their workshop on an application technique
for some company products. They can also
be called upon by partners or suppliers to
discuss topics related to their area of
expertise.

All senior leaders and crew chiefs coach one
or more crewmembers as potential
temporary replacements (Area 5.1b) to build
their knowledge.

Attendees at conferences, workshops, or
symposia, share learning that has occurred
at these venues though a special page on
the intranet. The Chief Interaction Officer
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s i reeiews thedaddions veekiy to ddteemine if

further propagation or adoption is warranted.

For any person leaving the company, a

| oc at e grotégé is dsdigeed to affeq the transferrofo s

Atribal knowl edgeo that is
through normal training venues (Area 5.1b).

Process knowledge:

When a crewmember has an idea for
improving the way things are done, they try
the improvement, implement it if it is
beneficial, and then tell the crew chief of the
change. The crew chief evaluates whether
to implement the change throughout the
sites or not. If so, then the change is sent to
the next Process Scoreboard meeting for
determination of applicability to other sites
and assignment of implementation action.

If a supplier, partner, or crew identifies what

they believe i,6 iat fiibesdntpe rae
into a fABest Practiceo dat a
Interaction Officer reviews all new

submissions and compares them to existing

AfBest Practiceso to verify
different than what is already in the

dat abase. If it is, the ne
reviewed at a Process Scoreboard meeting

to determine whether and to what extent it

should be replicated. i Bes
also be identified when conducting process

benchmarking with other organizations.

They also are submitted to the file. All

initiators of fABest Practic
notification of acceptance of the entry or

limited acceptance, or rejection.

At the end of each improvement project, a
AfLessons Learnedd session i
what worked well and what could have been
done better (Area 6.2b
Learnedo0 ar e sletaraction o t
Officer and compiled. These are used to
improve the Strategic and Tactical
Improvement processes. If an improvement
project identifies an improvement that is
beyond the crewds cu
also identified in t
report for potential use in identifying next
improvement projects.
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>
—
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Environmental knowledge

As noted in Item 2.1, a wide range of
environmental knowledge is needed as
planning inputs. The data collection process
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discussed in that Item ensures that there is considered. Changes are made to the IT

a systematic and orderly collection of the Plan to keep the Data Management System
knowledge throughout the year by current with the company needs, which is
establishing timeframes for the collection of then fed into the Strategic Thinking Process
the data. (Item 2.1).

b. Management of Information Resources
and Technology
(1) The IT partner has built-in redundancies in | |

Knowledge Management Process

the hardware and software, and power sources Workforce Process Environmental
to achieve high reliability. A rigorous Knowledge Knowledge Knowledge
preventative maintenance schedule for the

hardware, including Fasten~* &~ E oA o ~nd

printers, adds to the reliability. Before new Figure 4.2-1 The Knowledge Management Process

hardware or software is introduced, end-to-end
and fault testing are accomplished and
corrective action is taken before the new
hardware or software are activated. Software
and hardware update or replacement schedules
are included in the IT Plan.

The partner is responsible for maintaining the
firewalls for virus, Trojan horse, SPAM and other
penetrations protections. Data are tracked on
attempted penetrations. All hardware is located
in secure areas with controlled access. All
computers are password controlled with
fingerprint identification.

Per the Service Level Agreements, all proposed
new off-the-shelf hardware and software is
tested with at least 5 crewmembers before
purchase for user friendliness. For software
being developed by the partner, crewmembers
are consulted throughout the development
process to enhance usability and friendliness.

(2) The I T partnerds redundancies ensure
continued availability in the event of an

emergency. In addition, the laptop located at

each store has an external hard drive that

updates store data hourly. In the event that

access to the mainframe is lost, the store

computer enables continued operations. This is

tested annually at each store to ensure that it

operates properly and the crew knows how to

make the transition**.

(3) Annually, during the Implementation
Cycle (Item 2.2), the IT partner and Chief
Interactions Officer meet to draft changes in
the IT Plan. The impact of the long-, mid-,
and short-term company thrusts are
analyzed to determine their affects on the
Data Management System. The IT partner
presents potential technology changes to be
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Category 57 Workforce Focus have personally delivered the fasteners to the

- customer 6s wor khthreirshi#, even th
ltem 5.11 Wor.kforce Engagement may have ended. If customers are having a
a. Workforce Enrichment problem with a fastener at their work site, a
(1) Taking a lesson from the customer surveys, crewmember may go to the site to resolve the
in 2005 the survey instrument for the workforce problem. Each crewmember has a goal that
was modified to include asking that relative links with the company goals.
importance be scored as well as satisfaction.
This enabled extraction of the key drivers of
satisfaction, and when the Criteria changed in
2007, engagement*. Each year since the survey
was changed, focus groups have been held with
different crewmembers from across the
company to verify whether the extracted drivers
were valid. All have proven valid.

Because the workforce is composed of highly
experience crewmembers with varied
backgrounds and experiences, this knowledge
and skill is shared on the job. Sharing is a key
way that crewmembers contribute to the value of
making Fasteners succeed.

(3) There are four elements to the Workforce

The focus groups also asked if the questions Performance System (Figure 5.1-1):

asked in the surveys were appropriate in their
work areas. There was concurrence that the

. : Personal Assessment Reporting: Annually, on
single survey was appropriate for them.

each crewmembers service anniversary date
they sit down with their supervisor and review
their accomplishments for the year. At least
quarterly, the supervisors review with each
crewmember their progress towards reaching
their goals. During these sessions, development
needs are also identified and goals are
established to address those needs.

(2) As discussed in Area 4.2b, skill sharing is
accomplished through the Knowledge
Management Process. To promote the
communications value, company social events
are held that enable crewmembers to get to
know each other and management, because
they are more prone to communicate and
cooperate_ with each other if perso_nal Recognition: The program is primarily on-the-
relationships are developed. For instance, every spot, multi-faceted, and informal with high

quarter whedre the company perform_ance . .performance and customers the rimatryglocus:
exceeds expectatlons, a n C}h‘@kdﬁop‘?o\ﬁrﬁn’?,ﬁac'reﬁ/me Bet i

Lhatbvarles by lt(he time of year. It couIdi;e a recognized by a customer, partner, supplier, or
: ard equrt]a coo %Ut’ a plzzahparty, elc. $hsen|or another crewmember, the President writes a
eaders host and serve at these events. These personal letter of appreciation to the

events are each held at two different times to crewmember, and hand delivers it to the

?"0\.'}’ all Sh'ft‘ef ttq pa(rj’qmpatg. r?r;gef ayear,a crewmember at their work site, along with
amlyappgemalogthln.n?r|s_|_e C;)r d h somet hing from the companyds
crewmembers and their families. Une day eac not uncommon for a crewmember to be serving

year, eachbstore |shclosed fgr a.(;amllr?/ day. . The a customer when this event happens. When
crewmembers at the store decide what activities that happens, the customer is made part of the

will happgn that da_1y. Th|§ events help mcu_lcate ceremona/.
the Afamilyo value into the cul
and openness of communications is determined
in the annual workforce survey.

tur e. Ef fectiveness

When a crewmember joins the company, they
are given a bronze lapel pin with the company
logo. If they are recognized by a customer,
partner, supplier, or another crewmember as
exhibiting one of the company values, they are
given a bronze bar representing that value to
attach to the lapel pin. When the same value
has been recognized 5 times, the bronze bar is
replaced with a silver bar, and at 10 a gold bar.
When all values have been exhibited at the
silver level, the lapel pin is changed to silver,
and gold when reaching that level. These

In the Knowledge Management Process (Area
4.2b), crewmembers are encouraged to find
better ways of performing their operations*.
Integrated into the culture is the value of
exceeding customer expectations, it is not
uncommon for a crewmember to spend
considerable time with a customer finding just
the fastener they need, even if it is not currently
stocked. Similarly, when customers express an
urgent need for more fasteners, crewmembers
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awards are presented to the crewmembers at
the family dinner event.

Any senior leader or crew chief can give a
crewmember a fAiThank
of a AThank youo note
from local stores for doing more than expected.
Any management or crew chief can give
crewmembers paid time off for doing exceptional
work.

Compensation: Base pay is determined by the
skills, knowledge, and experience that is
comparable to pay in the region. As knowledge
and experience is gained, base pay may be
increased to 15% above the regional pay
average. If additional skills are gained, then the
base pay may be increased up to another 15%.

Incentives: Bonuses of up to $500 may be
awarded at any time to anyone in the company
that performs well above the norm. There are
no limits on the number of bonuses that can be
received during a year. A senior leader presents
the recipient with a check within 24 hours of
completion of the activity meriting the bonus.

Workforce Performance System

Personal Assessment
Reporting

Recognition

Compensation

Incentives

Figure 5.1-1 This system encourages high
performance and a customer focus.

b. Workforce and Leader Development

(1/2) As indicated in Area 2.2a(5), long-, mid-,
and short-term capability needs are identified in
the Strategic Planning Process. Crewmember
development needs are identified in the

you! o
and
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Personal Assessment Reporting process. Other
needs to conform to legal, regulatory, and
company requirements are identified, such as
ethics, process improvement and innovation,
teahnadogydchanges, dandh safety tainimg. All
mauriadets, creve ahiefs, &nd aeavinembaeysf
receive baseline training on the Strategic
Thinking Process when hired. Annually, training
sessions are held on the current and planned
core competencies, and the thrusts of the
Strategic Objectives and action plans*. Train
the trainer sessions are provided by the Human
Resource partner. All the needs are compiled
and analyzed to determine the scope of the
training and education needs and when the
needs must be met. For instance, last year the
decision to expand the product line to include
bonding agents led to including training on those
types of fasteners for all crewmembers. This
year, the development of a new market
segment, specialty workshops (Item 3.1), led to
the development of training on the unique needs
of this new segment.

The training and education needs are compared
to the preferred learning styles of each
crewmember to determine the potential delivery
methods of the learning. The potential delivery
methods (classroom, on-the-job, mentoring,
coaching, brownbag, CD, and offsite) and
dates/times to conduct the training and
education are discussed with the crewmembers
supervision. Most of the training is provided
just-in-time, so that the crewmembers can apply
the skill or knowledge shortly after completion of
the learning. The experts (Area 4.2a) identified
in the Knowledge Management Process are
asked to participate as instructors for most of the
training. One, two, and three-year
training/education planning calendars are
developed and incorporated into the Workforce
Plan, which is then posted on the intranet.
Partners are given the opportunity to participate
in the learning.

As part of the Knowledge Management Process
(Area 4.2a), departing members are assigned a
protégé as soon as their departure time is
known to enable the
knowl edgeo
is short, the protégé is assigned full time, but if
longer, such as retirements, the protégé is
assigned half-time. Each protégé is required to
keep a notebook of the learning that occurs.
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For multi-skilled crewmembers, job rotation is
provided to ensure that the multiple skills are
retained over time.

(3) Four months after completion of the learning,
crewmembers are sent a short survey on their
capability to apply the learning. These surveys
are compiled to determine the effectiveness of
the training/education and to identify where it
can be improved. This practice was uncovered
during a process benchmarking event.

(4) As indicated in Area 1.1a, all senior leaders
and crew chiefs are required to select one or
more individuals for coaching that will enable the
individuals to temporarily take over for the senior
leaders or crew chiefs for a 6 month period,
whether planned or not. This practice ensures
continuity in culture and operations during
transitions or absences and enables an orderly
selection of successors. The Human Resources
partner also participates in this process in
helping to develop personal leadership
attributes, leadership styles, and ethical conduct
practices. The leaders are provided a coaching
checklist that encompasses organizational
knowledge, job knowledge, company priorities,
focus, and direction, and educational growth.

The senior leaders participate, with assistance
from the Human Resources partner, in the
process themselves to address the actions
identified in Area 1.2a(2).

For crewmembers, limited experience new hires
are started in entry-level positions. If they are
knowledgeable and/or experienced, or gain the
knowledge and experience, they can advance to
a full performance position. Those
crewmembers with extensive knowledge and
experiencecanbe sel ected as
4.2a). Primary skill families of building, do-it-
yourself, finance, process improvement,
administration, and marketing have been
established. Those crewmembers that have
attained full performance in a skill family may
develop expertise in another skill family with a
commensurate base pay increase when full
performance in the new family is attained.

c. Assessment of Workforce Engagement
(1/2) Everyone in the workforce receives a
survey on the anniversary of their employment
date.

This provides data monthly on workforce
satisfaction and engagement. Because of the

2010 MQA Case Study

small size of the company and work units, in
order to maintain confidentiality on the inputs,
segmentation of the data is only accomplished
annually. Segmentation is accomplished by site,
skill family, full and part time, and length of
service. Questions are grouped by topic with
responses to satisfaction and importance rated
on a 5-point Likert scale. At the end of each
topic there is field for submission of comments.

Quarterly, the three months of survey data are
correlated with complaint, accident,
absenteeism, sick day, customer satisfaction,
and productivity data to aid in identifying areas
of focus for improvement.

After the annual analysis is completed, the
results are posted on the intranet and action
plans are developed to improve those areas with
the lowest satisfaction. Typically, crewmembers
from different sites work on the action plans.
Progress on the plans is posted on the intranet
and in the company newsletter.

5.2 Workforce Environment

a. Workforce Capacity and Capability

(1) As noted in Item 2.2, analysis of the short-,
mid-, and long-term objectives and action
planning enables determination of how many
full-time equivalent employees are needed over
the next several years and how that need will be
met. The needs may be met through hiring of
part-time or full-time employees and/or by
increasing overtime. The full-time equivalent
need factors in on-the-job availability, so
absences due to vacations, sick leave, training,
etc. are addressed. Analyses of this data
enables calculation of the number of employees
to be hired and when and the amount of
overtime to be budgeted.

AExpertso (Area

Once capacity has been determined, a matrix is
built of the number of employees that will be
needed in each skill family over the next 6 years
at each of the three skill levels. Then
projections are made of how those skills will be
attained 1 through growth of current
crewmember capabilities, hiring, or multi-skilling.
The capability needs are posted on the intranet.

(2) Because of the housing slump in the area,
the building contractors have been a prime
source for recruiting new hires. Key contractors
are provided the short- and mid- term capability
matrix, which they provide to employees that are
about to retire or are going to be laid off.



Attendance at do-it-yourself events, such as
fairs is used as an opportunity to recruit
personnel. Frequently, the regular do-it-yourself
customers ask about potential openings for
either full or part-time work. These sources aid
in ensuring that recruits will reflect the hiring
community. The Human Resource partner
handles advertising for openings.

When recruitment is started, crewmembers are
given the first opportunity to apply for the
positions before any public advertising. If there
are adequate internal candidates, then no
external advertising is done. When the slate of
candidates is formed, they are screened by the
Human Resource partner to see that they meet
the qualifications. The qualified candidates are
then interviewed using standardized interviewing
techniques by the supervisor and some of the
crewmembers they will be working with.
Collectively, they make the hiring decision.

New crewmembers are assigned to a coach for
the first 4 weeks to help integrate the new hire
into the culture and business. Throughout that
period, the new hires work alongside the coach
to learn how things are done. At 8 weeks, the
new crewmember is interviewed to ascertain
their satisfaction and extent of engagement. A
second interview is conducted after 4 months on
the job.

(3) The staffing at each site is structured to have
a balance of experienced crewmembers in
contractor construction and do-it-yourself. The
training that is currently being provided will
ensure that each store will have crewmembers
conversant in helping specialty workshops in the
selection and use of appropriate fasteners in
their businesses. Staffing of the stores also
includes maintaining a balance of full-time and
part-t i me cr ewmember s.
spread across the sites and rotate store
assignments on a 3 year basis to capitalize on
their skills and knowledge sharing.

(4) Everyone in the company can see the
capacity and capability needs over the next 6
years; therefore, they can plan their career
development. Further, they have the long-term
plans for the company. In its 24 years,
Fasteners has never had a layoff and the value
of making the company succeed is ingrained in
the culture to prevent that from happening in the
future. Use of Baldrige as a business model is

The
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enabling, and should enable, Fasteners to
continue thriving in a tough market.

Measure Goal

Back injuries 0
Ergonomic injuries 0
Otherinjuries 0

Figure 5.2-1 Workplace safety

b. Workforce Climate

(1) Safety is of prime concern in the stores and
warehouse because of some of the weights of
boxes that are handled. Within the warehouse,
specially configured forklifts are used to handle
boxes in excess of 25 pounds. In the stores,
specially configured hand-trucks are used to
handle the boxes. Both types of lifts can safely
raise the boxes for placement, retrieval from
trucks, or for stacking. All employees are
trained annually on safe lifting and handling of
heavy materials (Figure 5.2-1).

Ergonomics is a major safety consideration in
the office environment. All workstations are
equipped with wrist rests and ergonomically safe
chairs (Figure 5.2-1). To reduce eye strain,
computer operators are required to take a break
away from the computer every hour for ten
minutes.

In the selection of store sites, consideration is
given to the relative safety of the neighborhood.
Adequate parking lot lighting is also considered.
Since all stores open early and close late, it is
standard policy that there must be two people to
open the business and at least two to close the
business in the evening.

r~éi%c)é- RNS—trhiFd§o? theblisfhess is handled by

accounts, limited cash is kept on hand at the
stores and the products are not subject to theft
or robbery. Each store has a safe with a slot
insert for cash so that a maximum of $250 is
kept in the cash register. Each safe opening
device is electronically connected to the main
office. Opening requires electronic codes to be
entered both at the store and the main office to
open a safe along with voice communications.
Code words identify whether there is a problem
at the store. Pick up from the safes or banking
is handled at different times of the week and by
different crewmembers.



(2) A prime attraction, especially for retirees, is
the comprehensive insurance coverage that is
offered (Figure 5.2-2). Within each of those
offering are alternatives that the employees can
select to best meet their needs.

The first six months a new employee is on the
job they earn one week paid vacation.
Thereafter, until they complete 5 years service,
they get two weeks paid vacation. At 5 years of
service they get three weeks, and four weeks
after completion of 10 years service. This
vacation policy applies to all full-time employees
and the part-time employees that work more
than 10 hours a week.

Part-time employees can split an 8-hour shift
with another part-time employee. Full-time
employees can rearrange which shift they work
with another employee. Supervisors are
informed in advance, whenever possible, of the
shift changes. Each part-time crewmember
electronically maintains their weekly time sheet
of hours worked.

All employees can purchase fasteners at cost.
This is especially attractive for those who are
fDo-It-Yourselfers.o

Benefits

*Health insurance
*Accident insurance
*Dental insurance
*\/ision insurance

Policies

Vacation
+Split shifts
*Price reductions

Figure 5.2-2 Benefits and Policies
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Category 67 Process

Management

6.1 Work Systems

a. Work Systems Design

(1) Project management techniques were used
in the design of the work systems (Figure 6.1-1).
During the Gate B assessment on the
completion of Phase Il, analyses of the
preliminary design is conducted that considers
the: current and needed core competencies:
current and needed crew capabilities: and
financial, management, environmental, and
societal risks*. From these analyses, a make or
buy decision is made on retaining or outsourcing
processes and/or functions.

(2) In the Strategic Thinking Process, two key
work systems were defined that enabled building
on the core competency of superior customer
service and advancing the organization towards
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determination of the drivers of the work systems
performance. This has enabled more effective
management of the processes to increase
customer value, profitability, organizational
success and sustainability.

| Provide Fasteners |
|
I I I |
Procure Stock Sell Deliver
Fasteners Fasteners Fasteners Fasteners

Fastener Support (Workforce, Information Technology, Financial
Management, and Facilities/equipment Management)

Figure 6.1-2 Five key work processes comprise the
Provide Fastener work system

| Enlarge the Market |
|
I | [ |
Identify Manage Acquire Add
Needs Relationships Customers Facilities

y Market Support (Workforce, Information Technology, Financial

I ts vision. Those veo r k S Management, and Facilities/equipment Management)

Fastenerso and AENnl arge tt

self-assessment conducted in 2004 showed that
significant resources were being expended on
processes that were not directly contributing to
enhancing the work system performance.
Further, other organizations that specialize in
these functions could provide value while
enabling Fasteners to focus on its core
competency. Accordingly, it was decided to
outsource human resources, bookkeeping,
information technology, and building and
grounds maintenance.

b. Key Work Processes

(1) Figures 6.1-2 and 6.1-3 depict the key work
processes within the two work systems. The
Provide Fasteners focuses on building superior
customer service while Enlarge Market focuses
on building the customer base to advance
Fasteners to its vision. The work process
definition has been instrumental in defining the
interrelationships of those processes to each
other, where handoffs occur, and where to

igure' 631-3 Fivé key work procésses compride‘the

Enlarge the Market work system

(2) Data and information on customer needs
obtained through the voice of the customer
process (Item 3.2), are analyzed to determine
what work process measures will enable
assessment of how well those customer needs
are being met. The work process measures are
provided as an input to the Strategic Thinking
Process (Item 2.1) where performance levels
are established*. Together, the indicators and
levels (Figure 4.1-3) constitute the process
performance requirements.

c. Emergency Readiness

An emergency readiness plan is in place that
details how the company will respond to
disasters and emergencies. The plan has four
major parts: Part 11 Identification of potential
disasters and emergencies; Part 2i
Preparations; Part 3i Managing disasters or
emergencies effecting
company facilities; and

Part 47 Managing
disasters and

l emergencies affecting

| the communities

Phase 1 Phase 2 Phase 3 Phase 4
Establish Preliminary Detailed | :
Business Case Design Design Implementation
| |

I Testing
A A
Gate A Gate B Gate C

Figure 6.1-1 Work System/Process Design Process

establish measures that will enable
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served.

Part 1 has identified
three high probability



events: tornados, thunderstorms, and ice
storms.

Part 2 identifies actions that will be taken to
prepare for the events. When strong threats
exist, stock of high use fasteners is increased in
stores outside of the high threat area. Plywood
for covering windows, stocked at the warehouse,
is deployed to the high probability sites. Part 3
and 4 are reviewed with the workforce.

Part 3 identifies the specific actions that will be
taken at each site depending on the threat
during and after the event. These are exercised
in the early spring each year to be ready for
tornados and thunderstorms and in the fall to be
ready for ice storms.

Part 4 identifies the specific actions that will be
taken after the event to make fasteners readily
available when the communities are affected.

6.2 - Work Processes

a. Work Process Design

The four-phase work system design process
(Figure 6.1-1) is also used for the design of the
work processes. As part of Phase lll, control
mechanisms are identified, which are then
validated in the Gate C assessment*. Such
control mechanisms include check sheets,
procedures, flowcharts, trend charts, and
Statistical Process Control methods, depending
on the process. Testing enables determination
of the in-process measures that are the drivers
of the process outcomes. Management of the
process is integrated into the Performance
Management System described in Area 4.1b.

Elements that are key to the effectiveness of
the design process are tested throughout the
last 3 phases to determine how well the process
will meet customer and organizational
requirements, and weather the Gates to assess
the process will be effective and efficient. These
assessments are go/no-go and the next phase
cannot be entered until a go is given. The
process has been documented in a Work
Process Design Procedure*. Detailed steps in
that procedure include incorporation of new
technologies, organizational knowledge, building
in agility, and measures and control
methodologies that will ensure process
effectiveness and efficiencies. Partners and key
suppliers are involved throughout all four
phases, as appropriate.
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b. Work Process Management

(1) Phase 4 of the work process is the
implementation phase for transition to
operations. The implementation planning
includes ensuring that:

A The workforce is trained and prepared to
operate the new process.

The facilities are equipped and
appropriately stocked to support the new
process.

The Information Systems are tested.
End-to-end testing is completed on the new
process with the operators.
Communications regarding the new process
have been thoroughly disseminated.
Partner and supplier interfaces to the
process have been tested.

In-process and outcome measures and
controls are in place (Including updates to
the Process Scorecards).

> prg

> > >

The end-to-end testing includes validation of the
in-process measurement points that are the
drivers of the outcomes indicators on the
Process Scoreboards (Figure 4.1-3). For
example, on that scoreboard, the partner and
supplier indicators for responsiveness are
composed of the in-process measures of an
order-to-fill measure and a stock outage
measure.

Effective management of partners and suppliers
is essential to the success and sustainability of
the company*. Accordingly, those work
processes have a more complex management
structure:

A Long-term contracts are signed with alll
partners. In each contract, the framework of
the relationship for both the partners and the
company are defined, such a performance
bonuses for high performance. Yearly,
Service Level Agreements are signed that
specify specific measurable requirements
and goals for both sides to meet and specific
actions to be undertaken, such as
participation in a new work process design

_ project.
A Short- to mid-term contracts are signed with
suppliers. Thieemensfopany6s

the supplier are defined with measurable
performance and performance levels. When
suppliers reach higher levels of
performance, then longer-term contacts are
awarded.

r



A Performance of the partners and suppliers
in-process measures is reported on the
Intranet on a weekly basis. This enables the
company to assess whether delivery,
quality, and cost reduction requirements will
be met.

(2) Control of costs and minimization of audits

and inspections is accomplished through*:

A Process controls that ensure the

_ consistency in process performance

A Assessments of company processes that
highlight performance and identify
opportunities for improvement.

Management of the process performance using

the process Scoreboard enables early detection

of potential problems as well as focusing

improvement resources in areas that will make

the most difference for customers and suppliers.

c. Work Process Improvement

The standard Plan-Do-Check-Act model has
been modified over the years to make it more
understandable for the users*. A Tactical
Improvement Model (Figure 6.2-1) is used to
achieve incremental improvement and problem
solving. Everyone in the workforce is trained on
use of the Tactical Improvement Model, and
everyone is given a tri-fold of the model that can
be carried in a purse or hip pocket. The model
is also available on the intranet, and structured
so that individuals or crews can add details of
what is being or going to be accomplished
during an improvement project.

Plan

Implement Develop

Test
Figure 6.2-1 The Fast Track Improvement Model

An expanded improvement model, called the
Strategic Improvement Model (Figure 6.2-2)*, is
used to achieve major or minor improvements in
performance that will make a difference for the
company in the marketplace. Senior Leaders
identify in the Strategic Implementation Cycle
(Item 2.2) those improvement projects that will
use this model. The project crew is trained
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(Step 2) in use of the model and one of the MQA
examiners serves as facilitator for the project
crew. Itis also available on the Intranet for the
project teambs use.

In the senior leader reviews (Area 4.1c), they
made the decision whether the Tactical or
Strategic Improvement models will be used to
affect the needed improvements. The prime

driver in their decision is whetheri meani ngf ul
achi

changed needs to be
strategic model is used, otherwise the tactical
model is used.

In step 17, on project completion, whether with
the tactical or strategic models, lessons learned
or best practices identified in benchmarking, use
of the models, or within the process are
captured and submitted into the Knowledge
Management System (Area 4.2b).

Plan

1.Form the project crew

2.Train the project crew

3.Understand performance

4.Understand the process

5.Understand the customer
requirements

8.Understand constraints

7.Develop timeline

8.Develop targets

Develop

9.Conduct benchmarking

10.Develop alternatives

11. Select improvement

12. Develop the improvement

Test

13. Select measures

14, Test the improvement
Implement

15. Develop an implementation plan
16. Get plan concurrence

17. Implement plan

18. Capture lessons learned

19. Update documentation

20. Update training

Figure 6.2-2 The Strategic Improvement Process



Category 71 Results
7.1 Product and Service

Outcomes

a. Product Results

As indicated in Area 3.2b(3), the surveys include
rating of Fasteners to the competition. On the 5
point Likert scale, the customers are asked to
rate Fasteners relative to their experiences with
competing organizations. Figures 7.1-1 a-c and
7.2-2 a-c show the outcomes for the key
requirements of the customers identified in P1-5.
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Although trend data has not been established for
the new segment, specialty workshops, the

initial feedback from these customers show
initial performance is the highest in all three
dimensions compared to the other segments.

Do - it Yourself Knowledge
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7.2 Customer Focused

Outcomes

a. Customer Focused Results

On the 5 point Likert scale, the customers are
asked to rate their satisfaction with Fasteners
(Figures 7.2-1 a and b). It is anticipated that
there will be a decrease in satisfaction in 2009
because of a significant reduction in the number
of contractors and Do-it Yourself responding due
to the economy. Industry data is only available
for contractors.

Figure 7.2-1a Contractor

Figure 7.2-1b Do-It-Yourself

Customer Loyalty (Figures 7.2-2 a and b) is
composed of willingness to refer, satisfaction,
and willingness to do repeat business. No
industry data are available; the comparison was
made to the best outside of the industry.
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Figure 7.2-2a Contractor

Figure 7.2-2b Do-It-Yourself

Improvement activity has resulted in
improvement in the customer dissatisfaction
results (Figure 7.2-3 a and b).

Figure 7.2-3a Contractor



