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MOVEMENT TOWARDS OPERATIONAL EXCELLENCE THROUGH TEAM 
PERFORMANCE - STUDY OF SELECT FIRMS FROM THE MANUFACTURING & 

SERVICE SECTORS 
 

RATNAVALI VEMPATI* 
 

*General Manager- H.R, Nagarjuna Aerichem Ltd, Hyderabad, Andhra Pradesh, India 
 

INTRODUCTION 

 Performance is a product of individual and team efforts and the companies that 

realized the importance have evolved systems that propel performance. While Service Level 

Agreements are generally drawn between a supplier and customer, some progressive 

companies have introduced the same concept within their systems to being about 

responsiveness and outcomes within agreed timelines. Service is an integral element to any 

company whether into manufacturing or service and hence the relevance of Service Level 

Agreements. An internal service agreement explains the services that one department will 

provide to other departments in an organization. Since this type of service agreement applies 

to departments within a business organization, it is not a legally enforceable contract. The 

objective is to mainly operate within agreed response times and bring predictability in the 

way the operations happen, define accountability by identifying the process owners and 

reinforce outcomes through rewards and penalties. 1   

Organizations enter into Service Level Agreements with suppliers to gain commitment for 

sustained performance. Organizations also have internal Service Agreements to nurture the 

interdependencies and address the bottle-necks in operations. In some organizations, the 

strategic planning exercise leads to identification of initiatives that are internally sustained 

between business units and support functions. For instance, the inability to timely deliver a 

sales training programme, affects the skill development and thereby the quality of sales.   

The service agreements provide for relationship between the business unit and the support 

function and the accountability for results.2 A process owner is assigned in the servicing unit, 

who translates the service agreements into the servicing unit’s deliverables to the internal 

customer. The executive team reviews the status of these initiatives on monthly basis and the 

specific ones on a quarterly basis.  Such reviews provide for a dialogue between the customer 

and the service provider. One of the internal customers once commented, “The problems 

come along much sooner than in the past and it makes the customer & the service provider’s 

joint accountability to hasten a process as per the agreed time and the budget”3 
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Organization’s incentives/compensation systems when tied to the results of such agreements 

help in reinforcing the success as defined by the organization. This lends to building internal 

partnerships, building internal competencies for managing relationships, building a culture of 

collaboration and customer focus, and a departure from operating in silos.     

The SLA process involves the following steps  

 Define customer expectations 

 Define the base line of the requirements and set measurements  

 Monitor the SLA performance 

 Reinforce the delivery through awards and penalties 

 Periodically review and update the SLAs for their relevance and utility 4 

The service agreements are part of the journey that will lead to Operational Excellence, or the 

point at which “Each and every employee can see the flow of value to the customer, and fix 

that flow before it breaks down.”  

Operational Excellence is thus applicable to all people across levels in the organization. This 

brings about clarity, is practical and easy to act upon.  The understanding helps when the 

people recognize that there should be a visible flow of product or information, and recognize 

if the flow is normal or abnormal, and what to do if it is abnormal, all without requiring the 

assistance of management.5  

The following are the benefits of SLAs  

 Possibility of realizing the true business potential  

 Provides for Competitive advantage  

 Consistency in operations  

 Identification of  value streams  

 Generation of data and facts to enable decision making and influencing the course of 

events 

 Establishing linkages between actions and business outcomes 

 Minimize wastage  

 Greater people involvement 

 Small changes that deliver big, impact improvements 

 Improved efficiencies  

 Enhanced customer satisfaction 6 
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Need for the study 

While some organizations have successfully managed a culture of performance by migrating 

to internal customer satisfaction measurement through Service Level Agreements, some 

struggle even with the best of intent. The desire expressed to move to such a culture, becomes 

a paradox when the steam is gone and sustaining the process becomes a challenge with the 

intrinsic need not felt. Is it seen as another futile exercise demanding action? Is it the lack of 

conviction on how processes can lead to outcomes? Is it a need of the few and not the others? 

These are some questions that prompted the study.  

 

Objectives of the study 

The current study is to explore -  

 How the two identified organizations operationalized the Service Level Agreements 

 To understand the factors that led to the successful implementation of the Service 

Level Agreements 

 The role of leadership in driving such an initiative     

 

Methodology  

It is a Case study method. In the current study, the initiation of such a system, the movement 

of the system and its operationalization, the ratings and the reinforcement of the system in the 

two different organizations representing the traditional industry and the service sector are 

matters of interest.  

Sampling for research 

The Heads of functions were generally involved in rating the service providing functions on 

monthly basis and the data thus collated on periodic basis in both the cases. The period 

chosen is one year since the time of implementation.  

Tools for Data Collection 

The SLA template between functions provides for Ratings. These ratings on consistent basis 

provide for the required information.  

Case Analysis & discussion  

Case A from the manufacturing sector  

Progressive Technologies is a home grown company with 20 years history and a turnover of 

more than 400 crores. The company provides products for crop protection and plant growth. 

It is significantly marketing driven. Production & Supply Chain support timely deliveries to 
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the market. Speed was a concern in the field, earlier, particularly when the decisions were to 

be communicated as the market dynamics changed quickly and the decisions made at one 

point of time soon lost their relevance as the business is seasonal in nature and the success 

was determined by swift action. In one of the surveys, the functional heads highlighted the 

need for ‘predictability and speed’ as necessary for improvement in operations.      

With this background, the process was initiated through understanding functional inter-

dependencies and setting mutual expectations to enhance functional effectiveness. As the first 

step, each of the functions identified the expectations or the Service Level Agreements and 

the timelines, in which the services needed to be delivered by the person accountable. Thus 

all the SLAs were mapped between the Plants, field and the corporate.  

An IT tool was developed whereby the tool facilitated the feedback process from the 

customer, the data analyzed and scores generated on a monthly basis. They were to be part of 

the monthly review process and each service provider had to present his function’s scores and 

areas of improvement. This was also to be linked to the variable pay system introduced 

recently by the company.          

The system was introduced with the philosophy of alignment of all functions towards the 

organizational goals and the objectives were internal customer satisfaction, accountability 

function-wise, continuous improvement, team working and become process-driven rather 

than being people-driven. 

The service items were based on agreement between service provider and the internal 

customer with response times, accountability, with a promise to provide feedback to help 

bring about the required improvement of the agreed service. 

The tool generated an auto-mailer on monthly basis inviting the Customer (generally the head 

of the function) to give ratings on a monthly basis. The ratings thus generated for each of the 

service provider by each customer is consolidated. The Feedback was based on the team’s 

experience substantiating the score. The data and the feedback thus could be used during the 

monthly review meetings by every Service Provider in terms of the ratings for the month, 

areas for improvement and how the function plans to take corrective Actions. The ratings 

were to be in sync with business outcomes.  

The Feedback ratings were designed on a five-point rating scale. There was provision for 

disagreement by the service provider and the Customer was bound to help the Service 

provider with the necessary inputs for improvement.    
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Average ratings of the customers were arrived at and those who consistently did well were to 

be awarded at an individual level as well through the performance bonus tied to team 

performance.  Scores were collated on quarterly basis.  

Thus all the services were mapped between the plants, Corporate, Marketing and R&D and 

linkages established.   

Data Analysis  

The following scores were gathered on monthly basis, analyzed on quarterly basis and 

collated as annual scores. The scores range on a scale of 1 (low) 2 (Just adequate) 3 

(Average) 4 (Good) and 5 (Very good).  In the following table where the scores are collated, 

the teams were cautious in rating more than 4 and rating less than 2. The scores ranged a little 

over 2 to 4.   (See Table 1) 

 

Table 1  

Corporate  Ratings Plant 1 Ratings  Plant 2 Ratings  

R&D 4 Plant-1, Purchases 2.88 Plant-2, Purchase 3.52 

Sales & 

Marketing 

3.66 Plant-1, Projects 3.4 Plant-2, Stores 3.82 

SCM 3.62 Plant-1, Production 3.44 Plant-2, 

Production 

4.07 

Regulatory 

Affairs  

4.02 Plant-1, HR 2.71 Plant-2, HR 3.82 

Administration 4.08 Plant-1, Finance 2.24 Plant-2, Finance 3.97 

HR 3.7 Plant-1,Engineering 3.25 Plant-

2,Maintenance  

3.78 

Legal & 

Secretarial  

3.99 Plant-1, IT 3.57 Plant-2, PP & 

SCM 

3.95 

IT 3.78 Plant-1, Technical 

Services 

3.81 Plant-2, QC 3.76 

Exports 4.16 Plant-1, QC 4     

Finance 3.74         

 

In the Corporate office, the Exports, Administration, Regulatory Affairs and R&D functions 

were evaluated as Good with scores of 4 & above. The rest of the functions were in the 
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average scores hovering between 3 & 3.99. The Support functions other than Sales & 

Marketing scored between 3 & 3.78 indicating Average rating (See Graph 1) 

Graph 1 

 
In the first Plant, only the Quality Control function was evaluated as Good with 4 score. 

While the Technical Services, IT,   Engineering & Projects were rated as average with scores 

between 3 & 3.9, the other support functions such as Finance, HR & Purchases were 

evaluated as just adequate. (See Graph 2) 

Graph 2 
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In the second Plant, which was less technology intensive, only production was evaluated as 

Good with a little over 4 score. All other functions were generally evaluated as Average in 

their performance with the scores ranging between 3 & 3.9. (See Graph 3) 

Graph 3 

 
 

Findings 

 The system is not reviewed on a monthly basis; but the quarterly report is presented to 

the Managing Director regularly  

 The SLA ratings so far have not been tied to any rewards 

 The SLA ratings are given but with some follow-up 

 Ratings sometimes turned out to be quid pro quo for fear of getting lower ratings for 

one’s own function  

 The leaders seldom involved their teams in giving ratings to the service providers     

Case B from the service sector 

Talent Acquisition is a 20 years old company, offering services in the area of Talent 

acquisition & e-learning services with a turnover of 20 crores. It has three business lines with 

each of them dedicated to different segments of talent and meeting their specific needs. The 

CEO was keen that the company must be performance-driven. Since it is a service company, 

speed is essential for survival, which lay the foundation for developing a system.  

The Services are expectations set by internal Customer to the Service Provider, with defined 

response times, evaluated on monthly basis with feedback supporting the scores. 
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The HR function took initiative in gathering expectations with response times from across the 

functions and monthly feedback was taken from each of the identified internal customers 

about the service providers. The scores that were taken on monthly basis were collated and 

formed a cumulative score at the end of six months. The function with highest scores across 

all the three businesses was considered a winner. It was a manual process but was part of the 

organizational review.  

‘Half-yearly team award’ involving cash was given away to the winners based on the highest 

scores of each function across the three business units, during the monthly celebrations and 

the news published to reach all the associates across the company locations. The support 

functions worked together as a team, prided in being responsive and improved functional 

effectiveness.       

The objective was to enhance functional & team effectiveness through service orientation in 

day-to-day operations and recognize inter-dependence between various functions for the 

collective goal. 

Scores are arrived by the percentage of services fulfilled. A minimum percentage shall be the 

acceptable level for consideration. To be considered for half-yearly award, a function should 

have scored the highest in two consecutive quarters. A function winning highest score in 

three quarters would be considered for special award.     

The data was manually collected and collated with no tool to facilitate the process. It meant 

inevitable follow-ups though the objective was to facilitate the day to day operations and 

particularly because the businesses belonged to the service sector and speed was the essence.  

The principles were followed across the three business units and scores collated every quarter 

and presented in the Group Executive Board meeting.  

Team could win the award twice in the calendar year, with scores collated on a quarterly 
basis. The cash award was given away to the entire team with a citation to each of the team members.  

For the support functions which operated more as shared services, the award was shared by 

the team members across the businesses.     

Data Analysis  

The three businesses were evaluated on monthly basis and the scores collated every quarter. 

The scores across functions in the first business indicate HR as visible contributor, followed 

by Networking, Finance, Admin and the Operations.  (See Table 2) 
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Table 2 Business 1 

Function   1st half   2nd half Annual score  

Operations  302 205 507 

Finance  367 309 676 

HR 395 323 718 

Admin 316 276 592 

Networking 393 306 699 

 

Support functions as Finance and Administration also did well. HR led the scores in the first-

half of the year followed by Networking (See Table 2, Graph 4)  

Graph 4 

 
In the second business, it was Networking team that did extremely well with 798 score, 

followed by HR, Admin & Finance. Operations ranked the lowest with 404 score. (See Table 

3, Graph 5) 

Table 3 - Business 2 

Function   2008 1st half  2008 2nd half Annual score 

Operations  404 250 654 

Finance  421 288 709 

HR 487 306 775 

Admin 427 283 710 

Networking 469 311 798 
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Graph 5 

 
In the third business, Finance scored the highest with 656 score, followed by operations at 

648. The least scores went to HR at 558. The HR function was generally seen as one with low 

responsiveness, more procedure-driven and disconnected with the business reality altogether. 

(See Table 4, Graph 6) 

Table 4 Business 3  

 Function  1st half  2nd half Annual score 

Operations  396 252 648 

Finance  379 277 656 

HR 306 252 558 

Admin 319 287 606 

Networking 303 295 598 

 

Graph 6 
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The scores from across the businesses on monthly basis for the first-half of the year placed 

HR as the one that won the maximum score with 1188, followed by Finance, Networking, 

Administration, and lastly the Operations with a score of 1102. (See Table 5, Graph 7) 

Table 5 Cumulative scores in the first half of the year 

Functions Business 1 Business 2 Business 3 Total  

Operations  302 404 396 1102 

Finance  367 421 379 1167 

HR 395 487 306 1188 

Admin 316 427 319 1062 

Networking 393 469 303 1165 

 

Graph 7 

 

In the second part of the year, Networking scored the highest at 912 followed by HR, 

Finance, Administration and lastly Operations at 707 score. (See Table 6, Graph 8)   

Table 6 

Cumulative scores in the second half of the year 

Functions Business 1 Business 2 Business 3 Total  

Operations  205 250 252 707 

Finance  309 288 277 874 

HR 323 306 252 881 

Admin 276 283 287 846 

Networking 306 311 295 912 
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Graph 8 

 
 

Findings 

 Technology intervention definitely helps in driving such an initiative  

 Such interventions require to go beyond individuals for sustainability  

 The half-yearly team awards given away during celebrations along with the 

appreciation letter energized the people 

Findings from the studies  

Reinforcement of systems through Awards & Penalties is necessary to drive change; Awards 

and penalties are communication tools of what is or not acceptable.  

Leadership conviction to make things to happen is an essential pre-requisite for change 

management as seen in Case A; while in Case B this intervention was seen as a tool to 

improve functional effectiveness and the support functions were quick to move into the 

change. Those in the Leadership roles need to move with the changing times. Leaders voice 

their concerns eloquently, but take a back seat when it comes to implementation, unless 

affected by business realities. 

Those in leadership roles must bring systemic discipline of adhering to systems without 

follow-ups. Unfortunately, most get trapped in the day to day and hence lose focus on the 

change, even if they have espoused it. The pain points of the team which hamper operations 

need to be heard, examined and it is leadership accountability to ensure it gets resolved 

through joint problem solving.  
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The support functions in the second case turned out to be cohesive as teams. The teams 

focused on improving response times, and in timely deliveries. The Awards added to the 

pride of doing good work 

Feedback ought to be constructive. The objective is to help the receiver of the feedback. 

When people start believing that unpleasant feedback hurts other functions and in turn may 

lead to lower scores of one’s own function, they may make it quid-pro-quo, thereby defeating 

the purpose. But what is really necessary is helping the other functions improve through 

constructive feedback and bring openness in receiving the feedback with the spirit of service 

orientation.  Plant 2 displayed openness in accepting the concept and an ability to quickly 

create a service menu is remarkable. They appreciated the fact that this was meant for helping 

their daily operations and enhancing their effectiveness. 

 

CONCLUSION  

 Working on internal service level agreements helps in building the focus on outcomes 

through collective efforts and appreciation that all functions have to work in tandem to make 

the final outcomes happen. As leaders, the ability to de-personalize & professionalize is 

necessary when participating in the process. Accountability and delegation have to be 

balanced without abdication of responsibility in the name of delegation. Efforts for collective 

outcomes will help go a long way, for building a culture of responsiveness, truly the first step 

towards excellence. 
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