
 
  

SQDC 

Idea In Short

SQDC is a core operational management metric system standing for Safety, Quality,
Delivery, and Cost (sometimes including the expanded 'C' for Customer). It serves as a daily
performance management framework, prioritizing the absolute prerequisites for
organizational success: protecting people first, ensuring product integrity, meeting customer
commitments, and finally, maintaining financial viability.
 

In the dynamic and often chaotic environment of modern business—be it manufacturing,
healthcare, technology development, or logistics—organizations require a robust, clear, and
universally understood framework for measuring success. The SQDC matrix provides
exactly this. It is more than a mere set of key performance indicators (KPIs); it is a
hierarchical philosophy that dictates the order in which business priorities must be
addressed and achieved daily.

The acronym generally stands for Safety, Quality, Delivery, and Cost. However, many
contemporary, customer-centric organizations expand the final 'C' to represent both
Customer satisfaction and the internal metric of Cost, acknowledging that long-term cost
efficiency is inextricably linked to delivering customer value.

What makes the SQDC model particularly powerful is its sequencing. The elements are not
weighted equally or simultaneously; they must be addressed in a strict, descending order of
priority. This structure ensures that critical foundational elements are stable before moving
on to efficiency gains. You cannot, for example, sustainably improve Delivery if your Safety
record is poor, nor can you focus effectively on Cost reduction if your Quality is erratic.

The Four Pillars of Operational Supremacy

Safety (S): The Non-Negotiable Foundation
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The S in SQDC—Safety—is the absolute prerequisite for any legitimate and sustainable
business operation. It encompasses not only the physical well-being of every employee,
contractor, and visitor but also the psychological safety of the work environment.

A commitment to Safety is a moral, legal, and operational imperative. When Safety is
compromised, the entire system grinds to a halt. Accidents lead to lost time, regulatory
fines, increased insurance premiums, and catastrophic damage to employee morale and
public reputation. Furthermore, a safe environment signals respect for the workforce, which,
in turn, boosts engagement and fosters a culture of ownership. In the SQDC framework, no
metric below Safety matters if the Safety metric has failed. A perfect Quality score achieved
through a dangerous process is simply unacceptable.

Key Metrics: Incident rates (TRIR), Near-miss reporting frequency, Ergonomic
assessment scores, Safety compliance audit results.

Quality (Q): The Integrity Of Output

Once Safety is assured, the focus shifts to Quality. Quality is defined as meeting or
exceeding the expectations and specifications of the customer and the design. In a
production environment, this means zero defects and consistent adherence to standards. In
a service environment, it means accuracy, reliability, and precision in every interaction or
deliverable.

Poor Quality is a direct drain on profitability. It necessitates costly rework, increases scrap
rates, consumes valuable management time in troubleshooting, and, most damagingly,
results in customer churn. A high-Quality standard simplifies every subsequent process: it
makes Delivery predictable, reduces the need for costly Customer support, and ultimately
lowers the effective Cost of production. Quality must be built into the process from the start;
inspection at the end is merely an expensive and often too-late checkpoint.

Key Metrics: First-Pass Yield (FPY), Defect Per Million Opportunities (DPMO),
Customer Return Rate, Supplier Defect Rate.

Delivery (D): Honoring The Commitment

Delivery refers to the organization's ability to consistently meet its commitments to the
customer, on time and in full. This goes beyond simple transportation; it is a measure of the
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reliability and efficiency of the entire value stream. Can the internal processes flow smoothly
enough to produce and ship the right product or service to the right place at the agreed-
upon time?

Consistent Delivery is a powerful differentiator in the marketplace. While Quality earns
respect, timely Delivery earns trust. Delays or incomplete shipments damage customer
relationships, often lead to penalties, and force customers to seek more reliable suppliers.
Optimizing Delivery requires a sharp focus on reducing lead times, minimizing bottlenecks,
and establishing robust supply chain resilience. Only when Safety and Quality are stable can
the organization confidently promise and achieve superior Delivery performance.

Key Metrics: On-Time Delivery (OTD), Lead Time, Cycle Time, Schedule Attainment
Rate.

Cost And Customer (C): The Financial And Relational Outcome

The final, combined 'C' represents the ultimate business outcome: managing Cost efficiently
while ensuring Customer value.

Cost is the financial metric of operational health. Once the priorities of S, Q, and D are
secured, the organization can focus on driving out waste (Muda) and inefficiency—the core
of Lean methodologies. Notably, a commitment to the first three pillars naturally drives down
cost. Better Safety reduces accident costs; higher Quality reduces rework and warranty
costs; and more reliable Delivery reduces expedited shipping and inventory costs. The goal
here is not reckless cost-cutting, but smart, sustainable cost management through process
optimization.

Customer satisfaction is the relational metric. The customer perspective is critical because it
validates the entire SQD effort. Did the safe, high-quality, and timely delivery of the product
meet their need and create loyalty? This element ensures that operational metrics are not
pursued in a vacuum but are always anchored to the external market demand and the
creation of long-term business value.

Key Metrics: Unit Cost, Labor Productivity, Operational Expense Ratio (Cost); Net
Promoter Score (NPS), Customer Satisfaction (CSAT), Lifetime Value (Customer).
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Application: SQDC As A Daily Management Tool

SQDC is most effective when integrated into a visual, daily management system, often
referred to as a "Morning Market" or "Daily Huddle." Teams—from the plant floor to the
executive suite—gather briefly (5 to 15 minutes) around a prominently displayed SQDC
board.

1. Visual Management: Each metric (S, Q, D, C) is represented, typically using a
red/green status indicator. Red signals a failure to meet the target for the previous
day; Green signals success

2. Go-See-Ask: When a metric is Red, the team does not stop merely at noting the
failure. The process immediately pivots to root cause analysis and countermeasure
deployment. The focus is on what happened, why it happened, and what action will
be taken today to fix it

3. Tiered Huddles: The information flows upwards. The team lead takes the
summarized findings and required support actions from their board up to the next
tier of management, ensuring that issues are addressed swiftly at the lowest
possible level and escalated only when necessary resources are required

This daily rhythm ensures accountability, immediate problem-solving, and continuous
improvement. It prevents small issues from compounding into systemic failures and embeds
the S-Q-D-C hierarchy into the daily decision-making process of every team member.

The SQDC framework provides the essential structure for any organization striving for
excellence and long-term sustainability. It is a management system that forces the correct
prioritization: secure the well-being of your people (Safety), ensure the integrity of your
product (Quality), honor your commitment to the market (Delivery), and only then can you
sustainably manage your Cost and solidify your Customer relationship. By diligently applying
this simple yet profound hierarchy, organizations move beyond merely reacting to problems
and begin proactively building a robust, reliable, and ultimately superior operating model.
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SQDC (Safety, Quality, Delivery, and Cost/Customer) is a priority-based performance
management system that forms the backbone of operational excellence. It establishes a
strict hierarchy where Safety is the non-negotiable foundation, followed by flawless Quality,
reliable Delivery performance, and finally, efficient Cost management tied to Customer
value. Applied through daily visual management huddles, SQDC ensures immediate root
cause analysis and action, embedding a culture of continuous improvement and ensuring
that the organization's foundational priorities are met before focusing on financial outcomes.
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