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Preface

erformance measurement is failing organizations all around
P the world, whether they are multinationals, government de-
partments, or small local charities. The measures that have been
adopted were dreamed up one day without any linkage to the
critical success factors of the organizations. These measures are
frequently monthly or quarterly. Management reviews them and
says, “That was a good quarter” or “That was a bad month.”

Performance measures should help your organization align
daily activities to strategic objectives. This book has been written
to assist you in developing, implementing, and using winning
KPIs—those performance measures that will make a profound
difference. This book is also aimed at providing the missing
link between the balanced scorecard work of Robert Kaplan and
David Norton and the reality of implementing performance mea-
surement in an organization. The implementation difficulties
were first grasped by a key performance indicator (KPI) manual
developed by Australian Government Department “AusIndus-
tries” as part of a portfolio of resources for organizations pur-
suing international best practices. This book has adopted many
of the approaches of the KPI manual, which was first published
in 1996, and has incorporated more implementation tools, the
balanced scorecard philosophy, the author’s work on winning
KPIs, and many checklists to assist with implementation.
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Embarking on a KPI/Balanced Scorecard Project

The goal of this book is to help minimize the risks that working
on a KPI/balanced scorecard project encompasses. It is designed
for the project team, senior management, external project facil-
itators, and team coordinators whose role it is to steer such
a project to success. The roles they play could leave a great
legacy in the organization for years to come or could amount
to nothing by joining the many performance measurement ini-
tiatives that have failed. It is my wish that the material in this
book, along with the workshops I deliver around the world,
will increase the likelihood of success.

In order for both you and your project to succeed, I suggest
that you:

Read Chapters 1 and 2 carefully, a couple of times.

Visit my Web site, www.davidparmenter.com, for other use-
ful information.

Scan the material in subsequent chapters so you know what
is there.

Begin Step 1 in Chapter 3 by setting up the focus group
one-day workshop.

Listen to my webcasts on www.bettermanagement.com;
webcast support is available for most chapters of this book.
Seek an outside facilitator who will help guide/mentor you
in the early weeks of the project.

Begin the KPI project team-building exercises, and under-
take any training to plug those identified skill gaps in the
KPI project team.

Letter to the Chief Executive Officer

Due to the workload of chief executive officers (CEOs), few will
have the time to read much of this book. I have thus written a
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letter to the CEO of your organization to help explain his or her
involvement. It is important that the CEO knows:

The content of Chapters 1 and 2

The seven characteristics of KPIs

The difference between success factors and critical success
factors

The extent of his or her involvement, and the risks the
project faces if the CEO does not actively support the KPI
team

The content of my “Introduction to Winning KPIs” and
“Implementing Critical Success Factors” webcasts on www.
bettermanagement.com

Using Chapter 1: Introduction

For years, organizations that have had what they thought were
KPIs have not had the focus, adaptability, innovation, and prof-
itability that they were seeking. KPIs themselves were misla-
beled and misused. Examine a company with over 20 KPIs and
you will find a lack of focus, lack of alignment, and under-
achievement. Some organizations try to manage with over 40
KPIs, many of which are not actually KPIs. This chapter ex-
plains a new way of breaking performance measures into key
result indicators (KRIs), result indicators (RIs), performance in-
dicators (PIs), and key performance indicators (KPIs). It also
explains a significant shift in the way KPIs are used to ensure
they do not create dysfunctional behavior.

Using Chapter 2: Foundation Stones for Implementing
Key Performance Indicators

Effective organizational change relies heavily on creating
appropriate people practices as the centerpiece of a new

Xi
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Writer, Speaker, Facilitator

Helping organizations measure, report, and
improve performance

PO Box 10686, Wellington, New Zealand (4 64 4) 499 0007
parmenter@waymark.co.nz www.davidparmenter.com

January 31, 2010
Dear CEO,
Invitation to put winning KPIs in your organization

I would like to introduce you to a process that will have a pro-
found impact on your organization. It will link you to the key activities
in the organization that have the most impact on the bottom line. If im-
plemented successfully, it will have a profound impact, enabling you to
leave a major legacy.

I would like to wager that you have not carried out an exercise to
distinguish those critical success factors (CSFs) from the many success
factors you and your senior management team talk about on a regular
basis. T would also point out that much of the reporting you receive,
whether it is financial or on performance measures, does not aid your
daily decision-making process. I know this because much of the informa-
tion you receive is monthly data received well after the horse has bolted.

Whereas this book is principally an implementation guide and thus is
suitable for advisors, facilitators, and implementation staff, I recommend
that you read these sections:

Chapter 1, which explains the background to this breakthrough
Chapter 2, which emphasizes the four foundation stones you need
to put in place and ensure they are not compromised at any time
Chapter 7, on finding your critical success factors
Armed with this information, I trust that you will support the winning
KPI project with commitment and enthusiasm.

By the time you read it, this work will have received international
acceptance. The first edition of this book is a best seller in performance
measurement.

I ask that you spare 45 minutes of your time and listen to my we-
bcast “An Introduction to Winning KPIs” on www.bettermanagement.
com.

I am hopeful that this book, with the support material available on
my Web site, www.davidparmenter.com, will help you and your organi-
zation achieve a significant performance improvement. I look forward to
hearing about your progress.

Kind regards,
David Parmenter
parmenter@waymark.co.nz

Xii
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workplace culture. In this context, the introduction of KPIs must
be achieved in a way that supports and extends the idea of a co-
operative partnership in the workplace—a partnership among
employees, management, suppliers, customers, and the commu-
nities in which the organization operates. This chapter advances
four general principles, called the four foundation stones:

1. Partnership with the staff, unions, key suppliers, and key
customers
2. Transfer of power to the front line

bt

Measuring and Reporting only what happens
4. Linkage of performance measures to strategy through the
CSFs

Using Chapter 3: Developing and Using KPIs: A 12-Step Model

When you are ready to introduce performance measures (in-
cluding result indicators, performance indicators, and KPIs) into
your organization, we anticipate that you will want to broadly
follow the 12-step approach outlined in this chapter. This chap-
ter analyzes each step in detail, its purpose, the key tasks to
be carried out, implementation guidelines, and a checklist to
ensure that you undertake the key steps.

Using Chapter 4: KPI Team Resource Kit

This chapter provides the KPI team with useful tools for gath-
ering information. For many of the steps, a questionnaire has
been included and, in some cases, a worksheet that needs to
be completed by the project team or by the teams developing
their performance measures. For all key workshop sessions, a
program has been developed based on successful ones run by
the author. Electronic templates of all checklists can be acquired
from www.davidparmenter.com (for a small fee).

Xiii
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Using Chapter 5: Templates for Reporting
Performance Measures

This chapter illustrates how to present KRIs, Rls, PIs, and KPIs.

Using Chapter 6: Facilitator’s Resource Kit

The involvement of a skilled KPI facilitator sourced from out-
side the company assists the process of developing and using
performance measures (including KRIs, RIs, PIs, and KPIs). The
facilitator’s key roles are to help educate the senior management
team and then set up and mentor the project team. Chapter 3
suggests that certain key activities within the 12 steps should be
performed by this external facilitator.

Using Chapter 7: Critical Success Factors Kit

It is the critical success factors (CSFs), and the performance mea-
sures within them, that link daily activities to the organization’s
strategies. This, I believe, is the El Dorado of management.

In these trying times, knowing your CSFs maybe the decid-
ing factor in survival. If your organization has not completed a
thorough exercise to know its CSFs, performance management
cannot possibly function. Performance measurement, monitor-
ing, and reporting will be a random process creating an army of
measurers producing numerous numbing reports, full of mea-
sures that monitor progress in a direction very remote from the
organization’s strategy.

Although most organizations know their success factors, few
organizations have:

Worded their success factors appropriately
Segregated out success factors from their strategic objectives

Xiv
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Sifted through the success factors to find their critical ones—
their critical success factors
Communicated the critical success factors to staff

The process outlined in this chapter will crystallize and com-
municate the organization’s CSFs. The beauty of the method is
that it is a simple methodical process that can be run by in-house
staff.

CSF selection is a very subjective exercise. The effectiveness
and usefulness of the CSFs chosen is highly dependent on the
analytical skill of those involved. Active leadership by senior
management in this process is thus mandatory.

Using Chapter 8: Brainstorming Performance Measures

Once the CSFs have been established, it is important to find
the performance measures. This exercise is best done as part
of a brainstorming exercise. Please listen to “Sorting the Wheat
from the Chaff” webcast on www.bettermanagement.com when
reading this chapter.

Using Chapter 9: Implementation Variations for
Small-to-Medium Enterprises and Not-for-Profit Organizations

When I first wrote about the 12-step process, I set out an imple-
mentation Gantt chart showing 12 steps. Attendees from small-
to-medium enterprises often request advice on a simpler pro-
cess. This chapter presents my new thinking, which T use when
I help smaller organizations.

I also point out useful tips for not-for-profit organizations,
who may believe that performance measurement has to be
different.
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Using Chapter 10: Implementation Lessons

Kaplan and Norton, in their groundbreaking book, The Bal-
anced Scorecard— Translating Strategy into Action, indicated
that 16 weeks is enough time to establish a working balanced
scorecard with KPIs. However, organizations of all sizes and
complexity stumble with this process, and 16 weeks easily turns
into 16 months. The key to success is to learn the key imple-
mentation lessons covered in this chapter.

Using the Epilogue: Electronic Media Available to You

This epilogue presents the electronic media available, some for
free and some with a fee.

Using the Appendix: Performance Measures Database

The appendix provides a list of performance measures (includ-
ing KRIs, RIs, PIs, and KPIs), some of which will be relevant for
your organization. These are organized according to balanced
scorecard perspectives and are updated constantly. An elec-
tronic version of the updated database can be acquired from
www.davidparmenter.com (for a fee).

Who Should Read What

This book is a resource for anyone in the organization involved
with the development and use of KPIs. It is desirable that all
KPI project team members, the external project facilitator, team
coordinators, and local facilitators (if required) have their own
manual to ensure all follow the same plan. Team members are
expected to take the manual with them when meeting staff and
management, as they will be able to clarify issues by using
examples from the manual. (Please note that this book is copy-
righted, so it is a breach of the copyright to photocopy sections
for distribution.)
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CHAPTER 1

Introduction

any companies are working with the wrong measures,
M many of which are incorrectly termed key performance in-
dicators (KPIs). Very few organizations really monitor their true
KPIs. The reason is that very few organizations, business lead-
ers, writers, accountants, and consultants have explored what a
KPI actually is. There are four types of performance measures
(see Exhibit 1.1):

1. Key result indicators (KRIs) tell you how you have done in
a perspective or critical success factor.
2. Result indicators (RIs) tell you what you have done.

b

Performance indicators (PIs) tell you what to do.
4. KPIs tell you what to do to increase performance dramati-
cally.

Many performance measures used by organizations are thus an
inappropriate mix of these four types.

An onion analogy can be used to describe the relationship
of these four measures. The outside skin describes the overall
condition of the onion, the amount of sun, water, and nutrients
it has received; and how it has been handled from harvest to
the supermarket shelf. The outside skin is a key result indicator.
However, as we peel the layers off the onion, we find more
information. The layers represent the various performance and
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< KRIs
Peel the skin to find the Pls
< Rls and
* Pls

Peel to the core to find the KPIs

KPIs

EXHIBIT 1.1 Four Types of Performance Measures

result indicators, and the core represents the key performance
indicator.

Key Result Indicators

What are KRIs? KRIs are measures that often have been mistaken
for KPIs. They include:

Customer satisfaction

Net profit before tax
Profitability of customers
Employee satisfaction
Return on capital employed

The common characteristic of these measures is that they are
the result of many actions. They give a clear picture of whether
you are traveling in the right direction. They do not, however,
tell you what you need to do to improve these results. Thus,
KRIs provide information that is ideal for the board (i.e., those
people who are not involved in day-to-day management).

KRIs typically cover a longer period of time than KPIs;
they are reviewed on monthly/quarterly cycles, not on a daily/
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weekly basis as KPIs are. Separating KRIs from other measures
has a profound impact on reporting, resulting in a separation
of performance measures into those impacting governance and
those impacting management. That is, an organization should
have a governance report (ideally in a dashboard format), con-
sisting of up to 10 measures providing high-level KRIs for
the board, and a balanced scorecard (BSC) comprising up to
20 measures (a mix of KPIs, RIs, and PIs) for management.

In between KRIs and the true KPIs are numerous perfor-
mance and result indicators. These complement the KPIs and
are shown with them on the scorecard for the organization and
the scorecard for each division, department, and team.

Performance and Result Indicators

The 80 or so performance measures that lie between the KRIs
and the KPIs are the performance and result indicators (PIs and
RIs). The performance indicators, while important, are not key
to the business. The PIs help teams to align themselves with their
organization’s strategy. PIs are nonfinancial and complement
the KPIs; they are shown with KPIs on the scorecard for each
organization, division, department, and team.

Performance indicators that lie beneath KRIs could include:

Percentage increase in sales with top 10% of customers
Number of employees’ suggestions implemented in last
30 days

Customer complaints from key customers

Sales calls organized for the next week, two weeks

Late deliveries to key customers

The RIs summarize activity, and all financial performance
measures are Rls (e.g., daily or weekly sales analysis is a very
useful summary, but it is a result of the efforts of many teams).
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To fully understand what to increase or decrease, we need to
look at the activities that created the sales (the result).
Result indicators that lie beneath KRIs could include:

Net profit on key product lines

Sales made yesterday

Customer complaints from key customers
Hospital bed utilization in week

Key Performance Indicators

What are KPIs? KPIs represent a set of measures focusing on
those aspects of organizational performance that are the most
critical for the current and future success of the organization.

KPIs are rarely new to the organization. Either they have not
been recognized or they were gathering dust somewhere un-
known to the current management team. KPIs can be illustrated
by two examples.

Example: An Airline KPI

This example concerns a senior British BA official, who set
about turning British Airways (BA) around in the 1980s by
reportedly concentrating on one KPI. He was notified, wher-
ever he was in the world, if a BA plane was delayed. The
BA manager at the relevant airport knew that if a plane was
delayed beyond a certain threshold, they would receive a
personal call from the BA official. It was not long before
BA planes had a reputation for leaving on time. This KPI
affected all six of the BSC perspectives. Late planes:

Increased cost in many ways, including additional

airport surcharges and the cost of accommodating
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passengers overnight as a result of planes being cur-
fewed due to noise restrictions late at night.

= Increased customer dissatisfaction and alienation of peo-
ple meeting passengers at their destination (possible fu-
ture customers).

= Contributed more to ozone depletion (environmental
impact) as additional fuel was used in order to make
up time during the flight.

» Had a negative impact on staff development as they
learned to replicate the bad habits that created late
planes.

m Adversely affected supplier relationships and servicing
schedules, resulting in poor service quality.

» Increased employee dissatisfaction, as they were con-
stantly firefighting and dealing with frustrated customers.

Example: A Distribution Company

A chief executive officer (CEO) of a distribution company
realized that a critical success factor for the business was
trucks leaving as close to capacity as possible. A large train
truck capable of carrying more than 40 tons was being sent
out with small loads as dispatch managers were focusing on
delivering in full on time to customers.

Each day by 9 a.m., the CEO received a report of those
trailers that had been sent out underweight the previous day.
The CEO called the dispatch manager and asked whether
any action had taken place to see if the customer could
have accepted the delivery on a different date that would
have enabled better utilization of the trucks. In most cases
the customer could have received it earlier or later, fitting

(Continued)
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in with a past or future truck going in that direction. The
impact on profitability was significant.

Just as with the airline example, staff members did their
utmost to avoid a career-limiting phone call from the CEO.
Both these stories are told in greater detail in my webcast,
“Introduction to Winning KPIs,” which is free to access on
www.bettermanagement.com

Seven Characteristics of KPIs

From extensive analysis and from discussions with over 3,000
participants in my KPI workshops, covering most organization
types in the public and private sectors, I have been able to
define the seven characteristics of KPIs. KPIs:

1. Are nonfinancial measures (e.g., not expressed in dollars,
yen, pounds, euros, etc.)

2. Are measured frequently (e.g., 24/7, daily, or weekly)

3. Are acted on by the CEO and senior management team (e.g.,
CEO calls relevant staff to enquire what is going on)

4. Clearly indicate what action is required by staff (e.g., staff
can understand the measures and know what to fix)

5. Are measures that tie responsibility down to a team (e.g.,
CEO can call a team leader who can take the necessary
action)

6. Have a significant impact (e.g., affect one or more of
the critical success factors [CSFs] and more than one BSC
perspective)

7. They encourage appropriate action (e.g., have been tested
to ensure they have a positive impact on performance,
whereas poorly thought-through measures can lead to dys-
functional behavior)
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When you put a dollar sign on a measure, you have already
converted it into a result indicator (e.g., daily sales are a result of
activities that have taken place to create the sales). The KPI lies
deeper down. It may be the number of visits to contacts with the
key customers who make up most of the profitable business.

KPIs should be monitored 24/7, daily, or perhaps weekly
for some. A monthly, quarterly, or annual measure cannot be a
KPI, as it cannot be key to your business if you are monitoring
it well after the horse has bolted. KPIs are current- or future-
oriented measures as opposed to past measures (e.g., number
of key customer visits planned in the next month or a list by
key customer of the dates of the next planned visits). Most or-
ganizational measures are very much past indicators measuring
events of the last month or quarter. These indicators cannot be
and never were KPIs.

All KPIs make a difference; they have the CEO’s constant
attention, with daily calls to the relevant staff. Having a career-
limiting discussion with the CEO is not something staff members
want to repeat, and in the airline case, innovative and productive
processes were put in place to prevent a recurrence.

A KPI should tell you what action needs to take place. The
British Airways late-plane KPI communicated immediately to
everyone that there needed to be a focus on recovering the lost
time. Cleaners, caterers, ground crew, flight attendants, and liai-
son officers with traffic controllers would all work some magic
to save a minute here and a minute there while maintaining or
improving service standards.

A KPI is deep enough in the organization that it can be tied
to a team. In other words, the CEO can call someone and ask
“why.” Return on capital employed has never been a KPI, as
it cannot be tied to a manager—it is a result of many activities
under different managers.

A KPI will affect one or more of the CSFs and more than one
BSC perspective. In other words, when the CEO, management,
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and staff focus on the KPI, the organization scores goals in all
directions. In the airline example, the late-plane KPI affected all
six BSC perspectives.

Before becoming a KPI, a performance measure needs to
be tested to ensure it creates the desired behavioral outcome
(e.g., helping teams to align their behavior in a coherent way
to the benefit of the organization). There are many examples
where performance measures have led to dysfunctional behav-
ior. There are two examples discussed later in this chapter.

Difference between KRIs and KPIs

Often in workshops one question emerges time and time again:
“What is the difference between KRIs and KPIs, and RIs and
PIs?” Exhibits 1.2 and 1.3 clarify the differences.

A car’s speedometer provides a useful analogy to show the
difference between a result indicator and a performance indica-
tor. The speed the car is traveling is a result indicator, since the
car’s speed is a combination of what gear the car is in and how
many revolutions per minute the engine is doing. Performance
indicators might be how economically the car is being driven
(e.g., a gauge showing how many miles per gallon), or how hot
the engine is running (e.g., a temperature gauge).

Lead and Lag Confusion

Many management books that cover KPIs talk about lead and
lag indicators; this merely clouds the KPI debate. Using the new
way of looking at performance measures, we dispense with the
terms /ag (outcome) and lead (performance driver) indicators.
At my seminars, when the audience is asked “Is the late-planes-
in-the-air KPI, a lead indicator, or a lag indicator?,” the vote
count is always evenly split. The late plane in the sky is certainly
both a lead and lag indicator. It talks about the past and it is
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EXHIBIT 1.2 Difference between KRIs and KPIs

KRIs

KPIs

Can be financial and
nonfinancial (e.g., Return on
capital employed, and
customer satisfaction
percentage)

Measures mainly monthly and
sometimes quarterly

As a summary of progress in an
organization’s critical success
factor, it is ideal for reporting
progress to a board

It does not help staff or
management because
nowhere does it tell what you
need to fix

Commonly, the only person
responsible for a KRI is the
CEO

A KRI is designed to summarize
activity within one CSF

A KRI is a result of many
activities managed through a
variety of performance
measures

Normally reported by way of a
trend graph covering at least
the last 15 months of activity

Nonfinancial measures (not
expressed in dollars, yen,
pounds, euros, etc.)

Measured frequently (e.g., 24/7,
daily or weekly)

Acted on by the CEO and senior
management team

All staff understand the measure
and what corrective action is
required

Responsibility can be tied down
to the individual or team

Significant impact (e.g., it impacts
on more than one of top CSFs
and more than one balanced
scorecard perspective)

Has a positive impact (e.g.,
affects all other performance
measures in a positive way)

Normally reported by way of an
intranet screen indicating
activity, person responsible,
past history, so a meaningful
phone call can be made
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EXHIBIT 1.3 Difference between Rls and PIs

Rls

PIs

Can be financial and nonfinancial

Measured daily, weekly,
fortnightly, monthly, or
sometimes quarterly

Cannot be tied to a discrete
activity
Does not tell you what you need

to do more or less of

Designed to summarize some
activity within a CSF/SF

Result of more than one activity

Normally reported in a team

Nonfinancial measures (not
expressed in dollars, yen,
pounds, euros, etc.)

Same

Tied to a discrete activity and
thus to a team

All staff understand what action
is required to improve PI

Specific activity impacts on one
of the CSFs/SFs

Focuses on a specific activity

Same

scorecard

about to create a future problem when it lands. Surely this is
enough proof that lead and lag labels are not a useful way of
defining KPIs.

KRIs and RIs replace outcome measures. KRIs typically look
at activity over months or quarters, whereas RIs can have a
shorter timeframe (e.g., sales made yesterday). PIs and KPIs
are now characterized as past-, current-, or future-focused mea-
sures. Current measures refers to those monitored 24/7 or daily
(e.g., late/incomplete deliveries to key customers made yester-
day). Future measures are the record of a future commitment
when an action is to take place (e.g., date of next meeting with
key customer, date of next product launch, date of next so-
cial interaction with key customers). In your organization, you
will find that your KPIs are either current- or future-oriented
measures.

10
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EXHIBIT 1.4 Past/Current/Future Performance Measures Analysis
Worksheet

Future Measures
(next/week/
month/quarter)

Current Measures
(real-time/
today/yesterday)

Past Measures (last
week/2 weeks/
month/quarter)

E.g., number of late E.g., planes over E.g., number of

planes last week/
last month

2 hours late
(updated
continuously)

initiatives to be
commenced in the
next month/

2 months to target
areas that are
causing late planes

In workshops, I ask participants to write a couple of their

major measures in the worksheet shown in Exhibit 1.4 and then

restate the measure in the other tenses. Take time out now and

restate three measures (see Exhibit 1.4).

The lead/lag division did not focus adequately enough on
current or future-oriented measures. Most organizations that

want to create alignment and change behavior need to be mon-

itoring what corrective action is to take place in the future.

Examples of future measures include:

To be an innovative organization, we need to measure the
number of initiatives that are about to come online in the
next week, fortnight, and month.

To increase sales, we need to know the number of sales
meetings that have already been organized/scheduled with
our key customers in the next week, fortnight, and month.
To maintain a close relationship with our key customers, a
list should be prepared with the next agreed social interac-
tion (e.g., date agreed to attend a sports event, a meal, the
opera, etc.).

11
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To maintain the profile of our CEO, we need to monitor the
public relation events that have been organized in the next
1-3, 4-6, 7-9 months.
To maintain staff recognition, the CEO needs to monitor
the formal recognitions planned next week/next fortnight
by the CEO and SMT.

All these future measures would be reported in a weekly
update given to the CEO. Although CEOs may let a couple of
weeks pass with gaps appearing on these updates, they soon
start asking questions. Management would take action, prior
to the next meeting, to start filling in the gaps to ensure they
avoided further uncomfortable questioning.

10/80/10 Rule

Kaplan and Norton! recommend no more than 20 KPIs. Hope
and Fraser? suggest fewer than 10 KPIs. The 10/80/10 rule is
a good guide. That is, there are about 10 KRIs, up to 80 RIs
and PIs, and 10 KPIs in an organization (see Exhibit 1.5). Very
seldom are more measures needed, and in many cases even
fewer measures are necessary.

For many organizations, 80 RIs and PIs will at first ap-
pear totally inadequate. Yet on investigation, you will find that

Key result indicators (10) Tell you how you have done
in a perspective or CSF
Result indicators } Tell you what you have done
Performance indicators (80) Tell you what to do
Key performance indicators (10) Tell you what to do to

increase performance
dramatically

EXHIBIT 1.5 10/80/10 Rule

12
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separate teams are actually working with variations of the same
indicator, so it is better to standardize them (e.g., a “number of
training days in the past month” performance measure should
be consistently applied with the same definition graph).

Many KPI project teams will also, at first, feel that having
only 10 KPIs is too restrictive and may wish to increase KPIs to
30. With careful analysis, that number will soon be reduced to
the 10 suggested unless the organization is made up of many
businesses from very different sectors; in that case, the 10/80/10
rule can apply to each diverse business, providing it is large
enough to warrant its own KPI rollout.

Importance of Timely Measurement

Before proceeding further, we will look at the importance of
measurement. The use of measurement varies widely across the
world. In the United States, many businesses use the BSC to
create behavioral alignment in a balanced way.

It is essential that measurement be timely. Today, a KPI
provided to management that is more than a few days old is
useless. KPIs are prepared in real time, with even weekly ones
available by the next working day. The suggested reporting
framework of performance indicators is set out in Exhibit 1.6.

Some of the KPIs will be updated daily or even 24/7
(as in the British Airways case), while the rest of the KPIs
will be reported weekly. Performance measures that focus on

Dashboard Monthly dashboard of up to 10 KRls,
< such as customer satisfaction, value
for the Board of new business, earnings before

interest and taxes, etc.
Weekly scorecard on the
top 5 KPIs Monthly organizational
- BSCs for scoreboard on top Pls and Rls
Daily or 24/7 report on one Management
or two KPIs (e.g., number of —3» and Teams Monthly team and business
planes over 2 hours late) unit scorecards

EXHIBIT 1.6 Suggested Reporting Framework

13
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completion should be included. In organizations where finish-
ing is a problem, a common weekly KPI is the reporting of
projects and reports that are running late to the senior manage-
ment team. Such reporting will revolutionize project and task
completion in your organization.

The RIs and PIs will be reported in various timeframes from
daily, weekly, and fortnightly to monthly. The KRIs, which are
best used to report performance to the board, will thus be based
around the timing of the board meeting.

Adverse Results from Performance Measures

Measurement initiatives are often cobbled together without the
knowledge of the organization’s critical success factors and
without consultation with staff. The behavioral side is very im-
portant with any KPI. You have to ask staff if we measure what
action will you take. In many cases, it will be necessary to pilot
the performance measure. How performance measures can go
wrong can be illustrated by two examples.

Example: City Train Service

A classic example is provided by a city train service that had
an on-time measure with some draconian penalties targeted
at the train drivers. The train drivers who were behind sched-
ule learned simply to stop at the top end of each station,
triggering the green light at the other end of the platform,
and then to continue the journey without the delay of letting
passengers on or off. After a few stations a driver was back
on time, albeit the customers, both on the train and on the
platform, were not so happy.

Management needed to realize that late trains are not

caused by train drivers, just as late planes are not caused

14
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by pilots. The only way these skilled people would cause a
problem would be either arriving late for work or taking an
extended lunch when they are meant to be on duty. Man-
agement should have been focusing on controllable events
that led to late trains, such as the timeliness of investigating
signal faults reported by drivers, preventative maintenance
on critical equipment that is running behind schedule, etc.

Example: Accident and Emergency Department

Managers at a hospital in the United Kingdom were con-
cerned about the time it was taking to treat patients in the
accident and emergency department. They decided to mea-
sure the time from patient registration to being seen by a
house doctor. Staff realized that they could not stop patients
registering with minor sports injuries but they could delay
the registration of patients in ambulances as they were re-
ceiving good care from the paramedics. The nursing staff
thus began asking the paramedics to leave their patients in
the ambulance until a house doctor was ready to see them,
thus improving the “average time it took to treat patients.”
Each day there would be a parking lot full of ambulances
and some circling the hospital. This created a major problem
for the ambulance service, which was unable to deliver an
efficient emergency service.

Management should have been focusing on the timeli-
ness of critical patients and thus they only needed to mea-
sure the time from registration to consultation of these critical
patients. Nurses would have thus treated patients in ambu-
lances as a priority, the very thing they were doing before
the measures came into being.

15
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Such dysfunctional behavior suggests that a better-practice
approach to performance measurement was not followed. There
needs to be a new approach to measurement—one that is con-
sultative, promotes partnership, and obtains behavioral align-
ment, empowering all the people who work in the organization.

Management Models that Have a Profound
Impact on KPIs

Balanced Scorecard

The groundbreaking work of Kaplan and Norton® brought to
management’s attention the fact that performance needed to
be measured in a more holistic way. Kaplan and Norton came
up with four perspectives: Financial, Customer, Internal Pro-
cess, and Learning and Growth. I recommend that these four
perspectives be increased by the inclusion of two more per-
spectives (see Exhibit 1.7).

Employee Satisfaction is far too important to be relegated to
a subsection within internal process. Informed directors know

ENVIRONMENT/

FINANCIAL
Utilization of assets,
optimization of working
capital

CUSTOMER FOCUS

Increase customer
satisfaction, targeting
customers who
generate the most profit

COMMUNITY
Supporting local
businesses, linking with
future employees,
community leadership

INTERNAL PROCESS

Delivery in full on time,
optimizing technology,
effective relationships
with key stakeholders

EMPLOYEE
SATISFACTION
Positive company
culture, retention of
key staff, increased
recognition

LEARNING
AND GROWTH

Empowerment,
increasing expertise,
and adaptability

EXHIBIT 1.7 Six-Perspective Balanced Scorecard
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that happy staff make happy customers who make happy share-
holders. Measurement of employee satisfaction needs to be far
more sophisticated than a customer satisfaction survey every
blue moon. Having a separate perspective encourages manage-
ment to measure staff satisfaction three to four times a year
using small statistical samples. In addition, the measurement of
staff recognitions will have a higher profile. These recognitions
should be managed proactively on a weekly basis by the senior
management team.

The Environment and Community perspective has been
managed brilliantly by some leading CEOs. Measurement in this
area looks at increasing public awareness about being an em-
ployee of first choice, staff learning new skills through doing
voluntary work in the community, reducing costs through mini-
mizing waste, creating positive press, and increasing higher staff
morale by implementing green initiatives. Leading CEOs intu-
itively work in this area. They realize that the community is the
source of your current and future employees and customers.

Kaplan and Norton’s later work on strategic mapping* also
alludes to the importance of employee satisfaction and the
environment/community perspectives. This modification is im-
portant because it means the BSC now incorporates all triple-
bottom-line issues.

Many balanced scorecards have failed to deliver. T believe
the reason is due largely to the implementation rather than
the flaws in the model. Although I believe the balanced score-
card is a management model that will be with us for genera-
tions, I see a number of weaknesses that need to be rectified,
including:

A lack of definition of what a KPI is and what it is not.
The use of the terms lead and lag indicators.

The suggestion that success factors neatly fit within a BSC
perspective.

17
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The unnecessary complexity that has been introduced by
many writers to justify the need for consultants (e.g., third-
generation, fourth-generation BSCs)!

BSC applications that have been designed, it would appear,
by freshly minted MBAs, with an engineer’s eye for detail,
but who have never been in an operational management
position. Surely this is the reason for the neat, matrix man-
agement models where everything neatly fits into a box and
performance measures are cascaded down until an organi-

zation ends up measuring simply everything.

Example: Scoring Goals with the Community:
Your Future Customers

I had the pleasure of sitting next to a person who once
worked for Virgin Atlantic. She told me that whenever a new
route was opened, Richard Branson would fly in, achieve a
prominent photo in the local press, and hold a party. All
staff members were told to bring their partner and their best
friend.

Throughout the evening, Richard Branson would pose
for photographs. Every person had a signed photo at the end
of the evening. Where do you think these photos ended up?
In a box under the bed? I do not think so. They were put in
pride of place, center of mantelpiece, wedding photo moved
to the right! Every time your friends looks at the photograph,
what would they think? What a great night, and how much
they value your friendship.

In a single evening, Richard Branson enhanced staff
morale and satisfaction, created free press exposure, and
linked the Virgin group to new customers. What airline
would you fly if you had a photo of you meeting Richard
Branson on your mantelpiece?

18
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Hoshin Kanri Business Methodology

The balanced scorecard had its origins in Hoshin Kanri, so it is
appropriate to examine this business methodology. As I under-
stand it, translated, the term means a business methodology for
direction and alignment.

This approach was developed in a complex Japanese multi-
national where it is necessary to achieve an organization-wide
collaborative effort in key areas.

One tenet behind Hoshin Kanri is that all employees should
incorporate into their daily routines a contribution to the key
corporate objectives. In other words, staff members need to be
made aware of the critical success factors and then prioritize
their daily activities to maximize their positive contribution in
these areas.

In the traditional form of Hoshin Kanri, there is a grouping
of four perspectives. It is no surprise that the balanced score-
card perspectives are mirror images (see Exhibit 1.8). As with
the balanced scorecard, Hoshin Kanri can be improved with
the introduction of employee satisfaction and environment and
community.

Employee satisfaction initiatives and measures would surely
put a stop to the Japanese practice of subordinates staying at

EXHIBIT 1.8  Similarities between Hoshin Kanri and Balanced
Scorecard Perspectives

Hoshin Kanri Balanced Scorecard
Quality objectives and measures Customer focus

Cost objectives and measures Financial

Delivery objectives and measures Internal process
Education objectives and measures Learning and growth

Both of these approaches should be augmented by:
Employee satisfaction Employee satisfaction
Environment and community Environment and community
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work until their boss leaves, which leads to the ridiculous prac-
tice of managers coming back to the office after an evening
meal with a client so the staff will go home.

An informative paper on the comparison between Hoshin
Kanri and the balanced scorecard has been written by Witcher
and Chau,’ and it is well worth reading.

Beyond Budgeting Management Model

It is easy for the BSC, with its financial and nonfinancial mea-
sures, to develop into yet another fixed performance contract
and eventually result in the same dysfunctional behavior that
we see with the annual planning process.

The adoption of the beyond budgeting management model
will enhance the power of the BSC. Companies worldwide are
beginning to recognize that existing budget processes are not
satisfactory. These methods have been used since the Romans
planned and budgeted their invasion of northern Europe! The
budget process is often seen as a hindrance to management
rather than a help. An international survey of chief financial of-
ficers (CFOs) in 1998 by the U.S. consulting firm Hackett Bench-
marking & Research found that almost 90% of CFOs were dissat-
isfied with their budget process and that the annual budget was
not linked to organizational strategy. Performance measures are
a key tool for organizations that have thrown out the annual
planning process.

Example: Road Construction Company

A managing director of a large road contracting company
told me the group has never had an annual planning process.
He said if the group could predict when it was going to be
sunny and when it was going to rain, annual planning would

be useful.
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The business encompasses concrete, transport (local and
rural), fuel distribution, and roading. The group has around
1,000 staff and a constant profit growth, the envy of many
larger organizations.

The company monitors key ratios and has different
league tables depending on the size of operations so the
group companies can compare performance with each
other. The ratios they monitor include:

= Return per kilometer (km): revenue and cost per km
= Margin per liter

Delivery cost per liter
= Concrete cost per cubic meter

Cubic meter delivered by pay hour

Providing operations are working within set ranges, op-
erational managers have a high degree of autonomy. If, for
example, a unit hits a problem constructing a road, the head
office would be informed immediately through the daily ra-
tios and would investigate how the manager intended to get
around the issue.

In a month of favorable weather, management would
expect all companies to be performing well, the ratios in the
zone and results tracking well against prior months’ activity.
Any exceptions would be spotted in the daily and weekly
ratios and performance measures and investigated.

Establishment of a quarterly rolling planning regime,
wherein management both sets out its revenue and expendi-
ture requirements for the next 18 months and seeks approval
for expenditure planned for the next 3 months, is a key require-
ment for beyond budgeting management.
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53355285858585:585288885853385838
x I | 18 Months
x I | 18 Months
X - |18 Months
xI |18 Months
x I |

X Quarterly update of rolling forecast (during second week)

. Forecast monthly in detail (50% of forecast time spent getting the first quarter right)
Forecast monthly

|:| Forecast in quarterly splits, although some budget holders may want to do it monthly

EXHIBIT 1.9 How Quarterly Rolling Planning Works for an
Organization with a Year-End that Falls at the End of a Traditional
Calendar Quarter

Each quarter, before approving these estimates, manage-
ment sees the bigger picture six quarters out. While firming up
the short-term numbers for the next three months, all subse-
quent forecasts also update the annual forecast. Budget holders
are encouraged to spend half the time on getting the details of
the next three months right, as these will become targets, on
agreement, and the rest of the time on the next five quarters.
Each quarter forecast is never a cold start as budget holders
have reviewed the forthcoming quarter a number of times. Pro-
vided appropriate forecasting software is available, management
can do its quarterly forecasts very quickly; it takes one airline
three days! The overall time spent in the four quarterly forecast
updates should be no more than five weeks.

Most organizations can use the cycle set out in Exhibit 1.9 if
their year-end falls on a calendar quarter-end. Some organiza-
tions may wish to stagger the cycle, say May, August, November,
and February.

You can access, for free, a webcast and paper on quarterly
rolling planning from www.bettermanagement.com. Search
“parmenter,” select the material, and then register, if you have
not done so already.
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Converting Reporting from Information Memorandums
to Decision-Based Reports

Many management reports are not management tools; they are
merely memorandums of information. As a management tool,
management reports should encourage timely action in the right
direction. Organizations need to measure and report on those
activities on which the board, management, and staff need
to focus. The old adage, “What gets measured gets done,” is
still true.

For management reporting to become a management tool,
monthly reporting must be combined with daily and weekly
reporting. It is of little help to tell the senior management team
that the horse has bolted halfway through the next month. If
management is told immediately that the stable door has been
left open, most management will take action to close it.

I have delivered a webcast and paper on decision-based
reporting on www.bettermanagement.com. These are free to
access. Simply search “parmenter,” select the material, and then
register, if you have not done so already.

Decision-based reporting has a profound impact on the KPI
reporting, which needs to be timely, brief, and informative.

People Practices

At the center of all organizations are people practices; these are
integral to all the elements of best practice. It is important that
the KPI team understand people practices, as many KPIs, Pls,
and RIs will influence them.

The placement of people practices at the center of all orga-
nizations is deliberate. The ability of any organization to pursue
the best-practice path to performance improvement is deter-
mined by the effectiveness of its people practices.
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Examples of people practices that leading firms adopt

include:

Effective, integrated top-down and bottom-up communica-
tions

Focus on, and measurement of, employee satisfaction
Training and development processes that promote career
paths (including mentorship programs, empowerment pro-
grams, leadership training, running in-house development
centers, etc.)

Excellent occupational health and safety practices

Focus on internal (and external) customers

Innovative staff recognition systems (including CEO success
express weekly newsletters, CEO bouquets)

Focus on daily innovation at the workface (e.g., doing what
we do every day better)

Performance-based remuneration that relies on relative
measures rather than performance against an annual fixed
target

Migration away from the classic staff performance review
cycle, which is cumbersome, expensive, and too late to be
of any use

Definitions

The next definitions are listed in order of importance:
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performance measure refers to an indicator used by
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Critical success factors (CSFs). CSFs are the list of issues
or aspects of organizational performance that determine
ongoing health, vitality, and wellbeing. Normally there
are between five and eight CSFs in any organization.

Success factors. A list of 30 or so issues or aspects of
organizational performance that management knows are
important in order to perform well in any given sector/
industry. Some of these success factors are much more
important; these are known as critical success factors.

Balanced scorecard. A term first introduced by Kaplan
and Norton describing how you need to measure per-
formance in a more holistic way. You need to see
an organization’s performance in a number of dif-
ferent perspectives. For the purposes of this book,
there are six perspectives in a balanced scorecard (see
Exhibit 1.7).

Oracles and young guns. In an organization, oracles are
those gray-haired individuals who have seen it all be-
fore. They are often considered to be slow, ponderous,
and, quite frankly, a nuisance by the new management.
Often they are retired early or made redundant only to
be rehired as contractors at twice their previous salary
when management realizes they have lost too much in-
stitutional knowledge. Their considered pace is often
a reflection that they can see that an exercise is futile
because it has failed twice before.

The young guns are fearless and precocious leaders
of the future who are not afraid to go where angels fear
to tread. These staff members have not yet achieved
management positions.

The mixing of the oracles and young guns during a
KPI project benefits both parties and the organization.
The young guns learn much and the oracles rediscover
their energy being around these live wires.
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20

Empowerment. For the purposes of this book, empower-
ment is an outcome of a process that matches compe-
tencies, skills, and motivations with the required level
of autonomy and responsibility in the workplace.

Senior management team (SMT). The team comprised of
the CEO and all direct reports.

Better practice. The efficient and effective way manage-
ment and staff undertake business activities in all key
processes: leadership, planning, customers, suppliers,
community relations, production and supply of prod-
ucts and services, employee wellbeing, and so forth.

Best practice. A commonly misused term, especially be-
cause what is best practice for one organization may
not be best practice for another, albeit they are in
the same sector. Best practice is where better prac-
tices, when effectively linked together, lead to sustain-
able world-class outcomes in quality, customer service,
flexibility, timeliness, innovation, cost, and competitive-
ness.

Best-practice organizations commonly use the lat-
est time-saving technologies, always focus on the 80/20,
are members of quality management and continuous
improvement professional bodies, and utilize bench-
marking.

Exhibit 1.10 shows the contents of the toolkit used
by best-practice organizations to achieve world-class
performance.

Benchmarking. An ongoing, systematic process to search
for international better practices, compare against them,
and then introduce them, modified where necessary,
into your organization. Benchmarking may be focused
on products, services, business practices, and processes
of recognized leading organizations.
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Key performance
indicators

Benchmarking <—

Customer/supplier <
relationship

Best

[ <> .
Quality systems practice

New ways, balanced
scorecard, beyond | <€—
budgeting, etc.

Occupational health
& safety, EEO, <
environment

Competency-
based training <

EXHIBIT 1.10 Best-Practice Toolkit
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CHAPTER 2

Foundation Stones
for Implementing Key
Performance Indicators

he ultimate success of a change strategy depends greatly on

how the change is introduced and implemented rather than
on the merit of the strategy itself. Successful development and
utilization of key performance indicators (KPIs) in the work-
place is determined by the presence or absence of four founda-
tion stones (see Exhibit 2.1):

1. Partnership with the staff, unions, key suppliers, and key
customers
2. Transfer of power to the front line

b

Measuring and reporting only what matters
4. Linkage of performance measures to strategy through the
CSFs

Four Foundation Stones Guiding the Development
and Use of KPIs

Partnership Foundation Stone

The successful pursuit of performance improvement requires
the establishment of an effective partnership among manage-
ment, local employee representatives, unions representing the
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Winning KPIs
(10)

Key result Result Performance
indicators (10) indicators indicators

o Linkage of
Partnershlp_Wlth Transfer of performance
the staff, unions, power to the measures to

key suppliers, and front line strategy through
key customers the CSFs

EXHIBIT 2.1 Four Foundation Stones for KPI Development

organization’s employees, employees, major customers, and ma-
jor suppliers. Implications of the partnership foundation stone
include:

= Recognition by all stakeholders that significant organiza-
tional and cultural change requires a mutual understanding
and acceptance of the need for change and how it is to be
implemented

» Commitment to the establishment and maintenance of effec-
tive consultative arrangements with unions, employee rep-
resentatives, and employees

= Joint development of a strategy for the introduction of best
practice and KPIs

= Extension of the notion of partnership to include and in-
volve the organization’s key customers and key suppliers

If you want to improve satisfaction with your major cus-
tomers, would it not make sense to sit down with them and
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ask, “What should we measure to better manage the delivery of
our products and services to you?” If you want your key sup-
pliers’ performance to improve, would you not visit them and
discuss your expectations? What is important to you? What do
you want to measure?

Example: An Airline

When team members were discussing how to improve per-
formance with late planes that were about to land, they soon
realized how important their key suppliers were. Instead of
calling their cleaners and fuel suppliers numerous times each
day, saying “Please treat these planes as a priority,” they sim-
ply gave their key suppliers read-only access to their late-
planes screen. They said, “Whenever a plane is over, say,
one hour late, you have our preapproved authority to treat
it as a priority.” The cleaners then used a double cleaning
crew. With the fuel suppliers, their staff were awaiting the
plane, so refueling could commence as soon as it was safe
to do so.

Transfer of Power to the Front Line Foundation Stone

Successful performance improvement requires empowerment
of the organization’s employees, particularly those in the oper-
ational “front line.”

Implications of the transfer of power to the front line foun-
dation stone include:

The operation of effective top-down and bottom-up com-
munication, including staff knowing what the CSFs are

The empowerment of employees to take immediate ac-
tion to rectify situations that are negatively impacting KPIs
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(e.g., able to authorize doubling of cleaning staff to speed
turnaround time for an anticipated late plane)

® Devolving responsibility to the teams to develop and select
their own performance measures

® Provision of training on:
= Empowerment
= KPIs
® The organization’s critical success factors
= Process improvement methods

= Additional support for those employees with literacy, nu-
meracy, or other learning-related difficulties

Example: A Car Manufacturer

Leading car manufacturers have long realized the importance
of empowerment. When staff members on the production
line see a quality defect, they place a tag on it. If they have
time, they will start to fix it. The next person on the line spots
the tag and, after completing designated tasks, also carries
on the rectification work. When the next operator realizes
that the fault cannot be fixed before it will be covered over
by the next installment of equipment, he or she simply pulls
the “chord” to stop production.

Management then organizes the fixing of the fault and
restarts the line. They investigate whether the decision to
stop the line was correct. If not, they see it as a failure of the
training, not the fault of the individual, and simply discuss
the matter with the staff concerned.

The ability of staff to stop a production line without
consultation is a high-level form of empowerment. The key
to the success of this method is that staff members are not
only empowered but feel confident to make the decision to
stop the production line.
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Measuring and Reporting Only What Matters Foundation Stone

It is critical that management develop an integrated framework
so that performance is measured and reported in a way that
results in action. Organizations should be reporting events on
a daily/weekly/monthly basis, depending on their significance,
and these reports should cover the critical success factors (CSFs).
The human resources (HR) team has an important role to en-
sure that the workforce perceives performance measurement in
a positive way (e.g., a way to increase their long-term job satis-
faction, rather than the old views of performance measurement
so well portrayed in the Peter Sellers film, I'm All Right Jjack—a
must-see for all of the KPI team).

Implications of the measuring reporting and only what mat-
ters foundation stone are:

Every report should link to a success factor (SF) or critical
success factor (CSF); no report should exist because it was
done last month and the month before.

We should measure only what we need to. Each measure
should have a reason to exist, a linkage to an SF or CSF.
What gets reported should get actioned. The CEO has to
commit to making phone calls: “Pat, why did BA235 leave
2.5 hours late?”

There needs to be a major revamp of reporting so that it is
more concise, timely, efficient to produce, and focused on
decision making.

Organizational performance measures will be modified in
response to the performance measures developed at team
level.

A great exercise to perform in an organization is to ask the
chief executive officer (CEO) to write a memo, requesting all
staff and management to provide one copy of every report they
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Example: Government Department

I once saw a pile of reports on a finance manager’s desk.
When I asked what they were, he said they were the budget
holder’s month-end reports. “What do you use them for?”
I asked. There was a silence and then he replied in a low
tone, “I do not use them. T call them if I need an explanation
of a major variance.”

Hundreds of hours of budget holder time were wasted
each month that could have been better spent getting home
at a reasonable hour.

work on in a given month. A person is designated to gather
the reports, to ensure all management and staff has sent in their
reports, and to weed out duplications. In some organizations,
the pile will be over four feet high. Put it in a see-through
container, and now make a container a quarter of the size and
announce that is the total amount of reporting allowed.

Linking Performance Measures to Strategy through
the CSFs Foundation Stone

For a performance measure to be a KPI it has to be linked to
one or more of the organization’s critical success factors (CSFs),
more than one balanced scorecard (BSC) perspective, and the
organization’s strategic objectives. Performance indicators, be-
ing less important, are normally linked to the organization’s
success factors (SFs).

Exhibit 2.2 shows the linkage between mission, strate-
gies, CSFs, balanced scorecard perspectives and performance
measures.

An organization will be more successful if it has spent time
defining and conveying its vision, mission, and values. They
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Mission / Vision / Values

J L
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Results Focus Pi i i & Envi
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Critical Success Factors

J L

Key Result Indicators (max 10)
Result Indicators, Performance Indicators (80 or so)
Key Performance Indicators (max 10)

e ] S e ) S

Financial Customer Learning Internal Staff Community
Results Focus & Growth Pr i i & Envi

EXHIBIT 2.2 Journey from a Mission and Vision to Performance
Measures that Work

need to be defined in such a way that staff and management
intuitively work with them on a daily basis. CEOs who are
great leaders and motivators—these often go hand in hand—
continually promote the virtues of these three “beacons.”

It is important that an organization has a well-considered
and well-constructed strategy. These strategies need to link
back to the six BSC perspectives. You may find when you
cross-check your strategies to these perspectives that some
perspectives might not be covered, in which case a revisit to
the strategies may be required. Great CEOs ensure that their
strategies encompass the staff satisfaction and environment/
community perspectives, as demonstrated in the example that
follows.

Commonly, an organization can juggle only a few strategies
at the same time—for example, fewer than five strategies at any
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one time. Naturally, these will change over time. Applications
are now available that can assist greatly in formulating and de-
ploying strategic direction. These applications often incorporate
the BSC philosophy.

Ascertaining an organization’s CSFs is a major exercise, and
one that is often only obliquely tackled. CSFs identify the issues
that determine an organization’s health and vitality. When you
first investigate an organization’s success factors (SFs), you may
come up with 30 or so issues that can be argued as being impor-
tant for the continued health of the organization. The second
phase of thinning them down is a relatively easy process (as
illustrated in Chapter 7); the more important SFs have a broader
influence impacting many other success factors. Better practice
suggests that there should be only between five and eight CSFs.
Once you have the right CSFs, finding the KPIs is much easier,
as they will reside within these CSFs.

Example: Food Manufacturer

The speeches that a CEO of a food manufacturer makes
on socially responsible business definitely creates a positive
consumers’ perception of the company and thus are directly
linked to increased sales from the supermarket shelf.

When you are comparing two very similar brands of
cereal, would you not choose the one where you have a
connection with the CEO?

This particular cereal manufacturer does not use TV ad-
vertising because its public relations campaign is so success-
ful. In fact, it has a newsletter in every package full of useful
tips from fellow consumers, creating another reason for you,
the consumer, to buy.

As the Jungle Book song points out, “The hip bone is
connected to the thigh bone.”
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FINANCIAL
Utilization of assets,
optimization of working
capital

CUSTOMER FOCUS

Increase customer
satisfaction, targeting
customers who
generate the most profit

ENVIRONMENT/
COMMUNITY
Supporting local
businesses, linking with
future employees,

community leadership

INTERNAL PROCESS | | EMPLOYEE LEARNING
Delivery in full on time, SATISFACTION AND GROWTH
optimizing technology, Positive company Empowerment,

effective relationships
with key stakeholders

increasing expertise,
and adaptability

culture, retention of
key staff, increased
recognition

. B |

EXHIBIT 2.3 Six-Perspective Balanced Scorecard

The balanced scorecard in Exhibit 2.3 shows some of the
likely SFs that might be relevant in an organization. A more
complete list is contained in Chapter 7.

Implications of the linking of performance measures to the
strategy through the CSFs foundation stone include:

= The CSFs have to be sifted from the numerous success fac-
tors in advance of determining the performance measures.

= The current strategies should be balanced (e.g., they should
link to the six perspectives of the balanced scorecard).

» The KPIs, performance indicators, result indicators, and key
result indicators that an organization is using should all be
linked to either a CSF or an SF. The database of measures
that an organization utilizes should record this linkage.

= The current strategies, the CSFs, and progress against them
should be documented and reported to management and to
staff on a regular basis.

Defining Vision, Mission, and Strategy

Organizations are waking up to the fact that this linkage must
be understood if staff members are to be “fast, focused, and
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flexible,” as Bruce Holland,! a respected strategic planner and
communicator, puts it. Strategic planning processes must be
much more inclusive if your organization is to reap benefits.

Holland says, “If you have done your job properly, you
should be able to rip up the final document, as staff and manage-
ment have the linkage imprinted in their memory.” Achieving
this level of understanding is much quicker and easier than most
managers and CEOs believe. Getting people throughout the or-
ganization involved can generate high levels of understanding,
energy, goodwill, and commitment. Understanding the differ-
ence between a mission, vision, values, and strategy is vital.

The mission is like a timeless beacon that may never be
reached (e.g., a multinational in the entertainment business has
a mission “to make people happy,” and 3M’s mission is “to
solve unsolved problems innovatively”). A mission statement
can remain the same for decades if crafted well.

The vision outlines what the organization wants to be by a
certain timeframe. A vision statement is more specific in terms
of both the future state and the timeframe. A vision describes
what will be achieved if the organization is successful. The
vision can galvanize your organization if it is stated with enough
clarity, is timebound, and is supported continually by the
senior management team. There are some very famous visions,
most notably John F. Kennedy’s when he said, “I believe that
this nation should commit itself to achieving the goal, before
this decade is out, of landing a man on the moon and return-
ing him safely to the earth.” This simple statement galvanized
the U.S. scientific community and the management and staff of
organizations in a herculean effort to achieve this vision. From
the moment it was spoken, NASA experts began to plan how
the millions of essential building blocks required to achieve this
vision needed to be put together.

The wvalues are what your organization stands for: “We
believe...” (e.g., a public sector entity has the values “seek
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innovation and excellence, engage constructively, ask ques-
tions, support and help each other, bring solutions, see the
bigger picture”).

Strategy is the way an organization intends to achieve its
vision. In a competitive environment, your strategy will distin-
guish you from your competition. In the public sector, your strat-
egy determines the way you can best marshal your resources to
achieve desired outcomes.

Note

1. Bruce Holland has a very insightful newsletter accessible from
www.virtual.co.nz/consult/Articles/ThoughtsBruceH/Thoughts
Introduction.htm.
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CHAPTER 3

Developing and Using KPIs:
A 12-Step Model

he 12-step model shown in Exhibit 3.1 is based on the

four foundation stones (see Exhibit 3.2 and as outlined in
Chapter 2), the findings from organizations that participated in
the original AusIndustries study,' and a 10-year journey of mine.

Many organizations that have operated with key perfor-
mance indicators (KPIs) have found the KPIs made little or no
difference to performance. In many cases, this was due to a fun-
damental misunderstanding of the issues. Organizations often
begin to develop a KPI system by immediately trying to select
KPIs without the preparation that is indicated in the 12-step im-
plementation plan. Like painting the outside of a house, 70% of
a good job is in the preparation. Establishing a sound environ-
ment in which KPIs can operate and develop is crucial. Once the
organization understands the process involved and appreciates
the purpose of introducing KPIs, the building phase can begin.

Step 1: Senior Management Team Commitment

Purpose

The senior management team (SMT) must be committed to de-
veloping and driving through the organization KPIs and any
balanced scorecard (BSC) that includes them. SMT commitment
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Winning KPlIs
(10)

Key result Performance Result
indicators (10)| indicators indicators

—
(89)

o Linkage of
Partnership with Transfer of performance
the staff, unions, power to the measures to

key suppliers, and front line strategy through
key customers the CSFs

EXHIBIT 3.2 Four Foundations for KPI Development

creates a dynamic environment in which projects can thrive.
Before the SMT can do this, its members need to be sold on the
concept and fully understand why they should treat monitoring
and following up on the KPIs as a daily task.

SMT commitment requires the setting aside, on a weekly
basis during the project, sufficient time to:

= Give feedback on suggested critical success factors.

= Be available to the winning KPI team for interviews.

= Visit other organizations that are using KPIs.

= Ensure that the team gets support to build the databases and
reporting systems to trap and report measures.

These reporting systems should utilize available in-house soft-
ware and act as a stop-gap until they are replaced, a year or so
from the time the initiative started, by more robust systems, such
as a specialist BSC application and a new executive information
system, which will become the primary vehicles for recording
and reporting KPIs.
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The significance of chief executive officer (CEO) commit-
ment, in particular, is emphasized in the next comment by a
client:

I think senior staff can simply view development of KPIs as
an end in itself and go through with it “to keep the boss
happy.” They are not strategic in their view so they don’t see
the KPIs and the associated BSC as tools to help them better
understand and manage their organization. This can be
reflected in a loss of interest when the process of development
gets tough, such as deciding on KPIs to use and the trade-
offs to be made. While SMT is important, I think the CEO
is critical. The CEO must be the central driver and carry
around the embryonic KPIs with them all the time, talk about
it frequently, and so on.

Another client pointed out that their BSC lost support when
the CEO changed. Thus, it is important to continually sell the
benefits to all new senior team members as soon as they come
on the scene. In fact, prior positive experience with a BSC
should be included in the CEO position description, thus help-
ing to ensure longevity of the scorecard. The last thing you need
is a new CEO who is unfamiliar with the scorecard. He or she
would be too high risk for the organization, as most unknowns
are dismissed as they revert to their tried-and-tested ways.

Key Steps for SMT Commitment

The KPI team will need to incorporate these five tasks in the
work it performs in step 1:

Task 1. Project needs to be sold to the SMT on emo-
tional drivers, not logic. Nothing is ever sold by logic.
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You sell through emotional drivers (e.g., remember your
last car purchase). Thus, we need to radically alter the
way we pitch this sale to the SMT and the board. We
have to focus on the emotional drivers that matter to
the SMT. Start by asking these questions:

Do we know which of our success factors are critical?

Does the lack of alignment of daily activities to strategy

concern you?

Are you overwhelmed by too many performance mea-

sures?

Do you enjoy sifting through information overload in

your precious family time?

Are you missing goals by taking your eye off your

critical success factors?

Then, as part of the sale process, point out to the

SMT that:

The previous performance measures have not

changed anything.

The focus on the right measures would mean the CEO

and SMT would be more effective in less time, saving

many long evenings/weekends of work.

The right KPIs will link daily staff activities to the

strategic objectives as they have never been linked

before.

This KPI project would start to transform the report-

ing into a decision-based tool with a greater focus on

daily, weekly, and monthly reporting that is interest-

ing, concise, and prompt.

The investment of time and money in the current

performance measurement system is not generating

enough value (estimate on the high side—costs moti-

vate the SMT).

The project team needs to focus on the market-

ing of this new concept, budget holders will need to
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understand how this process is going to help them man-
age their business, and staff will need to understand
that it is a positive experience enhancing their working
life.

Many initiatives fail at this hurdle because we at-
tempt to change the culture through selling logic, writ-
ing reports, and issuing commands via e-mail. It does
not work. This project needs a public relations (PR)
machine behind it. No presentation, e-mail, memo, or
paper should go out unless it has been vetted by your
PR expert. All your presentations should be road-tested
in front of the PR expert. Your PR strategy should in-
clude selling to staff, budget holders, SMT, and the
board.

If you were gifted at PR, you would most likely
have chosen a different career. We have other gifts. If
managed correctly, you will need only four to seven
days of PR consultancy time. Avoid getting the PR ex-
pert caught up in lengthy meetings or writing origi-
nal copy. This expert’s role is to rework the output
from the KPI team, working behind the scenes, of-
ten responding to e-mailed attachments once he or
she has received an adequate debrief and visited
the organization. This step should not be underesti-
mated. I recommend you listen to some of my web-
casts on www.bettermanagement.com, which are free to
access.

Task 2. Appointment of a facilitator. The CEO needs

to locate an external facilitator who will work with the
SMT to scope the project, facilitate SMT commitment,
help select the in-house KPI team, and support the KPI
team in their journey of learning, discovery, and achieve-
ment. The facilitator needs to be experienced with
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performance measurement issues and given time to
familiarize him- or herself with this book.

Task 3. Facilitator delivers a half-day workshop to the
SMT to kick-start the project. This workshop (in-
cluded in Chapter 4) will, among other things:

Explain the new thinking on performance measures.
Emphasize the importance of knowing the organiza-
tion’s critical success factors.

Show daily activities can be linked to the strategic
objectives.

Convey the importance of monitoring and following
up on the KPIs as a daily task.

Explain the difference among key result indicators
(KRIs), result indicators (RIs), performance indicators
(PIs), and KPIs.

In the workshop, the facilitator needs to ensure that
the SMT members understand the commitment required
each week to giving feedback on suggested measures,
being available to the project team for interviews, visit-
ing other KPI sites, and so on. Before running the work-
shop, the facilitator will send out the questionnaire in
the KPI team resource Kkit.

Task 4. Hold a one-day focus group workshop. A cross
section of staff members, between 15 and 30 experi-
enced staff covering the business units, teams, area of-
fices, and head office, and covering the different roles
from administrators to senior management team mem-
bers, come to a central location to help the formation of
a KPI project that will work. The entire executive team
should attend the morning session. The session is run by
an outside facilitator, who delivers presentations and fa-
cilitates the workshops (see draft program in Chapter 4).
It is essential that all potential candidates for the KPI
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project team be present. As a result of this workshop,
the project implementation program will be tailored to
cover the main institutional barriers, and the SMT should
be in a position to select the KPI team and commit to
the project.

Shortcut: Merge This Workshop with the
CSF Workshop in Step 6

By extending this focus group session into two days
and extending the audience, you can merge the focus
group outcomes with finding the CSFs. This is the ap-
proach T now adopt with most in-house workshops I
perform.

Benefits include:

m As most attendees will be the same, it saves a day
and the extra costs associated with accommodation and
travel.

m Finding the CSFs at an earlier stage gives a tangible
benefit earlier on in the project.

m This method builds momentum for the project sooner,
because after the workshop, advocates for the process
will be preaching the gospel.

Task 5. Project team delivers two short workshops to
the SMT during the project. These workshops (about
two to three hours long) help maintain the SMT’s inter-
est, provide an opportunity for the SMT to give valuable
input into the project, launch newly designed reports,
and convey progress.
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Selling by Emotional Drivers: How a Car
Sale Is Made

Let us look at how a second-hand car salesperson sells cars
using emotional drivers.

Three customers over the same day arrive to look at the
“car of the week” that has been featured in the local paper.

The first person is a young information technology guru,
Y generation, with latest designer gear, baggy trousers part
way down exposing a designer label on his shorts. The
salesperson slowly walks up, all the time assessing the emo-
tional drivers of this potential buyer, looking for clues, such
as clothing, the car he arrived in, and so on. The opening
line could be, “I hope you have a clean license, as I will not
let you out in this beast if you have not. This car has 180
BHP, a twin turbo, and corners like it is on railway tracks.”
SOLD.

The second person could be me, with my gray hair vis-
ible. The salesperson would say, “This car is five-star rated
for safety, eight air bags, enough power to get you out of
trouble, unbelievable braking when you have to avoid the
idiots on the road, and tires that will never fail you.” SOLD.

The third person, with designer clothing and bag, is
addressed with “This car has won many awards for its de-
sign. Sit in the driver’s seat and see the quality of the finish.
Everything is in the right place. T assure you that every time
you drive this car you will feel like a million dollars!” SOLD.

The checklist in Exhibit 3.3 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.
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EXHIBIT 3.3 SMT Commitment Checklist

1. Is the CEO prepared to be the champion of U Yes 0ONo
this process?

2. If not, have you considered delaying the O Yes 0ONo
project until this level of commitment can be
achieved?

3. Has all relevant background reading been O Yes 0O No

provided for the SMT?

4. Has a presentation been made to the board O Yes 0ONo
and SMT to clarify the difference among KRIs,
RIs, PIs, and KPIs? (FS)

5. Have you held a one-day focus group O Yes 0O No
meeting?

6. Are the following SMT members willing to set
aside time to be available for interviews and

workshops?

(Insert names) 0 Yes 0O No
0 Yes [ No
U Yes 0O No
0 Yes 0O No
0 Yes [ No
U Yes 0O No

7. Are some of the SMT members willing to set U Yes 0O No
aside time for the occasional site visit to a
better-practice organization?

8. Have likely candidates been selected for an U Yes 0ONo
in-house team to lead such a project?

9. Have you persuaded the HR team to include U Yes 0O No
prior positive BSC experience in the person
specifications of all SMT positions?

10. Have you sold the project using adequate U Yes 0O No
emotional drivers?

11. Have the SMT members empowered the KPI O Yes 0O No

team to make the decisions other than major
investments? (FS)
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EXHIBIT 3.3 (Continued)

12. Do the SMT members fully understand the O Yes [0 No
linkage among measurement, reporting, and
performance improvement? (FS)

13. Do the SMT members realize they will need to | O Yes [ No
set aside time to make an important
contribution in helping establish the CSFs that
link to the current strategies? (FS)

14. Has adequate marketing been performed on O Yes 0O No
SMT members who are not fully supportive of
the initiative?

FS = step that links to a foundation stone.

Benefits of This Step. The selling of this project to the SMT
members, using emotional drivers, will ensure SMT continued
involvement. This KPI project will enhance their understanding
of their business, further develop their organization’s business
strategies, and link day-to-day activities to the organization’s
strategic objectives.

Step 2: Establishing a Winning KPI Project Team

Purpose

A small, well-trained team using a large consultative process
will have the best chance of success. According to Kaplan and
Norton,* KPIs have rarely been successfully designed by an
individual working behind closed doors with little or no con-
sultation with staff and management.

A project team of two to four people is recommended de-
pending on the size of the organization. The chosen project
team members need to be committed full time and report di-
rectly to the CEO. Any layer between the CEO and the team
indicates that Step 1 has not been successfully achieved (see
Exhibit 3.4) and the project should not proceed.
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CEO
KPI project team External
SM (mUanobLorg)r facilitators
Business unit KPI team Team building their Interested
coordinators coordinators °W”£:;L°J2:nce stakeholders

EXHIBIT 3.4 Where the KPI Team Sits and Its Important Linkages

The KPI project team members should be a balanced mix
of oracles and young guns. Oracles are those gray-haired
individuals whom you visit if you want to find out about what
has happened in the past in the organization. Young guns are
your young, fearless, and precocious leaders of the future, who
are not afraid to go where angels fear to tread.

All business units and service teams should appoint to liaise
with the KPI team a person who is sufficiently knowledgeable
about their operation to provide information and feedback.

The interested stakeholders consist of those who can add a
useful perspective to the project team, such as some members
of the board, union representatives, representatives from some
key suppliers, and key customers.

Do not include members of the SMT on the team, as they
will be unable to meet the commitment required of being full
time on this project.

Key Tasks for Establishing a Winning KPI Project Team

The KPI team will need to incorporate these four tasks among
the work it performs in this step:
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Task 1. External facilitator helps select the in-house
KPI team. The external facilitator should help the SMT
pick a team. Research into personnel records is rec-
ommended, as many talented staff are found in ob-
scure places, and some may already have some KPI
experience. The facilitator is looking for staff members
who have a proven track record of excellent presen-
tation and communication skills, a flair for innovation,
the ability to complete what they start, knowledge of
both the organization and sector, the aptitude to bring
others on board, and the ability to be cheerful under
pressure.

The facilitator will use the questionnaire (see Chap-
ter 4) in the selection process. It is advisable to run some
tests to assess the potential compatibility of prospect
team members, such as personality and thinking prefer-
ence, as it is likely they have never worked together on
a large project before. The findings from these tests will
help the KPI team members understand how to work
better with each other. The human resources (HR) man-
ager will know about these tests.

Task 2. Facilitator negotiates for full-time commitment
of KPI project team. The facilitator needs to convince
management that these staff members are required to
be committed full time. A project office needs to be
set up and the photos on the desk moved! The team’s
existing roles will be filled by their second-in-command,
who will now move into the vacated office. Succession
planning will be an additional benefit from this project.
If project staff are still intending to start and finish the
day at their desk, this project should be terminated.

Task 3. Facilitator identifies coordinators. The facili-
tator also needs to identify a liaison person for each
business unit or service team. This person needs to
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be knowledgeable about the operation, as his or her
role is to provide the KPI team with detailed knowledge
about their area of operation, to provide feedback, and
so forth.

Task 4. Facilitator develops training schedule and
holds training exercises for the KPI project team.
The facilitator will need to establish the knowledge gaps
and set up training and some team-building exercises for
the team. The exercises might include:

Preparing a presentation to sell an idea through the
audiences’ emotional drivers
Research exercises both through the company’s files
and the intranet; for example:
Find me the last five reports done internally on per-
formance measurement issues.
Find me the articles and white papers written on the
topic in major journals and respected Web sites.
Going away for a weekend on a team-building excur-
sion
The KPI team will need training and assistance. The
type of training will include:
A comprehensive understanding of this KPI book
How to pass on knowledge using better-practice
teaching techniques
How to facilitate workshops, which they will be run-
ning
How to deliver informative presentations
How to design databases
Better-practice communication techniques
Maintaining a vibrant project team home page on the
intranet
For organizations with a staff of 3,000 or more, the
facilitator will also be involved in training KPI teams in
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each main business unit. These teams will be supported
by a central team of trained in-house KPI consultants.
The facilitator will train the in-house consultants who
then will train the KPI teams as the rollout occurs.

The checklist in Exhibit 3.5 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.

Benefits of This Step. The project will have a team with
the capability to deliver, provided it is supported by a forward-
thinking SMT. This team will have a good support network and
a vibrant and informative intranet home page.

Step 3: Establishing a “Just Do It” Culture and Process

Purpose

“Getting it right the first time” is a rare achievement, and cre-
ating winning KPIs is no exception. The resulting performance
measure reports are just like a sculpture—you can be criticized
on taste and content, but you cannot be wrong. The SMT and
winning KPI project team need to ensure that the project has a
“just do it” culture, not one in which every step and measure is
debated as part of an intellectual exercise.

The facilitator’s role is to ensure that the project team does
not spend too much time on research. In addition to this KPI
book, the facilitator should ensure that the team is familiar with
The Balanced Scorecard: Translating Strategy into Action by
Kaplan and Norton.? Many examples of reporting templates on
the World Wide Web can be modified for use by your organi-
zation.
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EXHIBIT 3.5 Establishing a Winning KPI Team Checklist

1. Have a maximum of four staff been appointed | O Yes [ No
to the KPI team?

2. Are at least half of the team working full time | 0 Yes 0O No
on the project?

3. Has the KPI team received all designated O Yes 0ONo
training? (It is important that all training needs

noted in the planning phase have been
addressed.)

4. Have all business units or service teams O Yes 0ONo
allocated a liaison person to work with the
project team?

5. Have you been able to convince the SMT to O Yes 0ONo
step aside from project team responsibilities?

6. Are project team members a balanced mix of | O Yes [ No
oracles and young guns?

7. Has the project team developed their intranet
page to include:

Photos, CVs, interests, contact details of all | (0 Yes [ No
team members?
Linkage between performance measures U Yes 0O No
(as they are being developed) and the
organization’s CSFs, strategies, vision,
and mission? (FS)

Database of performance measures as they | O Yes [ No
are being developed?

Useful reference material (articles, etc.)? O Yes 0O No
Team scorecards as they are finished? O Yes 0O No
Contact details of all the business unit O Yes 0O No
coordinators?

Implementation program and details about | O Yes [ No
each step?

A forum for sharing ideas, answering U Yes 0O No
questions?

Progress reports? OYes 0ONo
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EXHIBIT 3.5 (Continued)

8. Have winning KPI team members been given | O Yes [ No
an induction to this KPI book (understand the
difference among KRIs, Rls, PIs, and KPIs,
what critical success factors are, the
foundation stones, the 12 steps, etc.)? (FS)

9. Have the winning KPI team members been O Yes 0O No
introduced to all the key stakeholders,
ensuring that the key stakeholders fully
understand and appreciate project
requirements, the processes, and their role?
(FS)

10. Has the delegated authority to the KPI team O Yes 0O No
been finalized? (FS)

11. Have the team members previously

demonstrated:
Excellent presentation skills? O Yes 0O No
Innovation? U Yes [0 No
Ability to complete large projects? O Yes 0O No
Knowledge of the organization and sector? | O Yes [ No
Advanced communication skills? O Yes 0O No
Ability to bring others on board? OYes 0O No

FS = step that links to a foundation stone.

With this “just do it” culture and process comes a belief
that we can do it—we do not have to rely on experts to run
the project. In any case, many CEOs are extremely cautious of
large projects that they perceive to be primarily run by external
consultants. It is worth noting that consultants, like artists, may
not necessarily produce the sculpture that you want or need.

Establishing your winning KPIs is not complex, and the pro-
cess should be carried out in-house, provided the team has the
assistance of an experienced facilitator. The facilitator’s role is
principally that of a mentor to the project team; thus the facili-
tator should keep a low profile at the presentations.

57



Key Performance Indicators

There is no need to invest in BSC applications during

the first 6 to 12 months, as the team should be utilizing

existing spreadsheet, presentation, and database applications.

This eliminates the delay caused by having to tender, select,

and populate specialized software at this stage. You can do

that more efficiently and effectively in the second year of

the project, when the organization has a better understanding
of KPIs.

Applications such as SharePoint Team Services enable the

KPI team to set up:

Intranet pages that everyone with an interest in winning
KPIs can access

Preformatted lists containing memos and articles with expi-
ration dates to keep announcements current

Forums to discuss issues

A place to collaborate on key winning KPI documentation
and reports in real time

A collaborative performance measure database

Key Tasks to Establish a “Just Do It” Culture and Process

The KPI team will need to incorporate these five tasks within

the work it performs in this step:
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Task 1. Provide training and support to teams so they

can develop their performance measures. Major
breakthroughs in performance improvement will result
from the application of KPIs in local teams or work
groups. This level of implementation is actually more
significant than business unit-level or even organization-
wide implementation. Recognize that significant
educational resources and time are required to imple-
ment performance measures in teams.
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Task 2. Introduce a moratorium on all existing KPIs.
Every organization is likely to have a number of
performance measures in place, even if they are not
called KPIs. These existing measures need to be re-
viewed to fit them within the new four-tiered structure
of performance measures (KRIs, RIs, PIs, KPIs). All new
measures should be allowed to be developed only from
the project; there must be a moratorium on measures
developed elsewhere.

The organizational emphasis on the existing KPIs
will be reduced as soon as SMT members have been ed-
ucated in what KPIs really are. All the existing measures
will be included in the evaluation process with many
being superseded.

Task 3. Check back to the four foundation stones. When
a consensus has been reached on the agreed process for
developing and using KPIs, a review must take place to
ensure that all the steps are consistent with the four
foundation stones of:

1. Partnership

2. Transfer of power to the front line

3. Measuring and reporting only what matters

4. Linkage of performance measures to strategy through
the CSFs (to CSFs, BSC perspectives, and then back
to the strategy)

Task 4. Validate process and plan with stakeholders.
An agreed process and plan for introducing KPIs should
be developed in consultation with management, local
employee representatives, unions representing the orga-
nization’s employees, employees, major customers, ma-
jor suppliers, and the board. Many of the concerns held
about introducing measurement can be overcome at this
stage if these stakeholders validate the process for de-
veloping KPIs.
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Task 5. Determining the perspectives of the balanced
scorecard. Take a practical approach and avoid getting
involved with debates on perspectives and their names.
For the first year, stick to the names suggested next and
focus your energies elsewhere.

You will need a name for Why not call the
each of these perspectives: perspective:
Financial performance Financial
Development of staff Learning and growth
Customer satisfaction Customer focus
Internal processes, innovation, Internal process

use of new technology, etc.
Staff satisfaction Staff satisfaction
Relationship with the environment  Environment/
and the community community

Staff satisfaction and environment/community are
both important considerations and should not be omit-
ted from your BSC. The latter is also important because
it means the winning KPI will incorporate all triple-
bottom-line issues (environment, social, and financial)
as well as retaining the consistency with Kaplan and
Norton’s work.

The checklist in Exhibit 3.6 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.

Benefits of This Step. Establishing a “just do it” culture
and process will enable the project team to cut through red tape
and deliver a timely suite of performance measures, recognizing
that it will require further tailoring and improvement at a review
period six to eight months down the road.
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EXHIBIT 3.6  Establishing a “Just Do It” Culture and Process Checklist

1. Has the process largely been driven by
in-house resources?

O Yes

0 No

2. Have you ensured that the process will help
cultural consistency?

O Yes

0 No

3. Have you reviewed all the implementation
steps and confirmed that they build on the
foundation stones?

O Yes

O No

4. Has the SMT openly supported and promoted
a just-do-it culture?

O Yes

O No

5. Has the project intranet page emphasized the
just-do-it culture?

O Yes

0 No

6. Have you introduced a moratorium on
existing KPIs?

O Yes

O No

7. For the first 12 months, are existing
spreadsheet, reporting, and database
applications being utilized?

O Yes

O No

8. Have the SMT members ensured that the
stakeholders have been consulted and have
contributed to the thinking on:

The initial purpose of the introduction of
KPIs?
The uses and application of KPIs?

The initial spread and penetration of KPIs
throughout the entire organization?

The pace at which KPI introduction and
implementation will proceed?

The training and education required to

empower employees to create their own
KPIs? (FS)

O Yes

O Yes
O Yes

O Yes

O Yes

0 No

0 No
O No

0 No

O No

9. Has the SMT announced that it has delegated
authority to the KPI team and will abide by
their decisions? (FS)

O Yes

O No
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EXHIBIT 3.6 (Continued)

10. Have the appointed coordinators in business | Yes [ No
units and teams been given an induction to
the processes (understand the difference
among KRIs, RIs, PIs, and KPIs, what are
critical success factors, the foundation stones,
the 12 steps, etc.)? (FS)

11. Has the project team accessed a KPI database? | J Yes [J No

FS = step that links to a foundation stone.

Step 4: Setting Up a Holistic KPI Development Strategy
Purpose

This step involves placing the KPI project in a total holistic
strategy for achieving best practice. It is important to map an
overall strategy for organizational change, noting the purpose
and role of KPIs within this entire process. In addition, it is
necessary to consider how best to run the implementation.

The most appropriate implementation is influenced by the
size of the organization, the diversity of the business units, the
organization’s locations, and the in-house staff resources avail-
able for the project. Each implementation is like a fingerprint,
unique to the organization, and should be designed in consul-
tation with the stakeholders, the external facilitator, and prior
experience on what has worked and not worked in past imple-
mentation rollouts.

There are a number of questions to answer.

Do we have a window of time and resources to commit
to this project? (e.g., if there is a major project looming in
the near future, management will surely divert time and
resources to it.)

How should we best implement winning KPIs across our
organization?
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Have we maximized the fit with the other changes our or-
ganization is pursuing to achieve world-class performance?

When you can answer these questions clearly, you will be
able to locate KPIs in the total performance improvement game
plan.

Key Tasks for Setting Up a Holistic KPI Development Strategy

The KPI team will need to incorporate these four tasks within
the work it performs in this step:

Task 1. Ascertain the existing measurement culture.
Be aware of the current understanding of performance
measurement and how it has been used in the organi-
zation. It takes time to adapt new approaches to perfor-
mance measurement. It is therefore important to plan
the introduction to KPIs with an appreciation of the
organization’s existing comfort (or discomfort) levels
with performance measurement.

Task 2. KPI project phased approach. For organiza-
tions with fewer than 500 staff, a total rollout in 16
weeks is achievable. Organizations with over 500 full-
time employees (FTEs) will require a phased approach.
The larger the organization, the more focused the first
phase must be. For a 100,000-FTE multinational, the first
phase would be limited to one of the core busi-
nesses, where the benefits are the greatest, and include
the head office units, as these must be able to sup-
port this process early on. Exhibit 3.7 shows the in-
dicative rollout duration for organizations of different
sizes.

For organizations with more than 3,000 employ-
ees, there will be KPI teams in each main business
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unit. These teams will be supported by a central KPI
team. This central KPI team, whose members will be
trained by the facilitator, will effectively be in-house
KPI consultants who travel in pairs to support the KPI
teams in each main business unit. The size of the cen-
tral KPI team varies according to the speed of rollout
required.

The number of in-house consultants can be sup-
plemented by external consultants, provided they have
been trained in the methodology. The number of trained
in-house KPI consultants required will vary depending
on the complexity of the rollout and prior experience
from other project rollouts in the organization.

Each rollout can be performed by trained business
unit project teams, which will be supported by a desig-
nated KPI project team member. It is unlikely that more
than three business units can be rolled out simultane-
ously because there will be inadequate support from the
central KPI team.

Subsequent rollout in other countries and business
units will meet different types of resistance and hur-
dles. Business units in Asia may require a higher num-
ber of workshops than those in Europe or vice versa.
The rollout will also need to take into account the cur-
rent significance of subsidiaries’ operations and their
long-term future (e.g., there may be no point em-
barking on a rollout to a foreign subsidiary if it is to
be sold).

Task 3. Once started, ensure that every rollout phase is
completed within a 16-week timeframe. The rollout
success will be dependent on maintaining momentum
and energy. Once a business unit or subsidiary has been
selected, there should be an intensive push to complete.
Each rollout phase should not be allowed to take more
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than 16 weeks, as the groundwork already has been
prepared. A business unit rollout could take as few as
10 weeks. It is unlikely to be shorter due to the level of
consultation and the team performance measures work-
shop rollout.

Task 4. Be flexible about the rate of progress required.

KPIs do not have to be applied uniformly within the
organization. Typically, the drive to introduce KPIs orig-
inates from senior or corporate levels of management,
but it can also be pushed up from within the organiza-
tion. Where flexibility is allowed, different parts of the
organization can proceed with the introduction of KPIs
at varying paces, according to their own requirements
and readiness.

A flexible approach to the development of KPIs
avoids at least two potential problems associated with
centralized, universal implementation:

1. Too much top-down influence on KPI selection, re-
sulting in a lack of ownership in the measures and
resistance to their use

2. Difficulties associated with coordinating and resourc-
ing KPI development in several business units,
departments, and work groups at the same time

Shortcut: Perform Part of This Step While You
Are Performing Step 1

It is important that KPI projects are not undertaken in an

environment where they are doomed to fail. The external

facilitator should recommend deferral of the project if there

are any doubts about conflicting priorities, and adequacy of

resources.
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Benefits include:

m It is far better to delay this project to a period where
management will assign adequate resources and have
time to commit to it.

m Staff do not see performance measurement as a
passing fad, or “yet another failed project initiated by
management.”

The checklist in Exhibit 3.8 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.

Benefits of This Step. A coherent approach will be estab-
lished that should encourage employee, SMT, board, and union
buy-in and commitment.

Step 5: Marketing the KPI System to All Employees

Purpose

Employees must be prepared for this change. The project team
and the SMT need to:

Convince employees of the need for change with open and
honest information sharing.

Spell out what change is required.

Show how KPIs contribute to the broader change strategy.
Attract employees’ interest so that they want to participate.
Address employee resistance to change and to performance
measurement.

A formal briefing program should be held to outline the
changes associated with introducing KPIs into the organization.
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EXHIBIT 3.8 Setting Up a Holistic KPI Development Strategy Checklist

1. Are you prepared to explain why KPIs are U Yes 0ONo
necessary?
2. Are you prepared to allow KPIs to develop O Yes 0ONo

and evolve?

3. Have the stakeholders reached agreement on | [ Yes 0 No
the initial purpose, spread, and penetration of
KPIs throughout the entire organization? (FS)

4. Have the stakeholders reached agreement on | O Yes [ No
the pace at which KPI introduction and
implementation will proceed? (FS)

5. Have you evaluated the existing measurement | [J Yes [ No
culture in your organization?

6. Have you defined what world-class O Yes 0ONo
performance is in your organization?

7. Have you defined the changes that your O Yes 0ONo
organization is introducing to achieve
world-class performance?

8. Has an internal PR campaign been established | O Yes [ No
to help remove the suspicions that might exist
among staff? (FS)

9. Has the SMT agreed to provide training and O Yes 0ONo
education required to empower employees to
create their own performance measures and
take immediate remedial action when
necessary? (FS)

10. Has the SMT provided a coherent integrated O Yes 0O No
framework of strategies and critical success
factors that linked to the BSC perspectives?

11. Has a decision been made as to whether KPIs | O Yes [ No
are going to be developed for the whole
organization or just specified business units?

12. Can you be flexible about the rate of progress | O Yes [ No
required?

FS = step that links to a foundation stone.
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By its conclusion, all employees should at least believe that they
need to do something differently, and a core group should be
clear about implementation issues and how performance mea-
sures will be used. Those who have shown an aptitude for the
new KPI model should become the team coordinators, who will
support and help the KPI team to develop and implement KPIs.

Key Tasks for Marketing KPI System to All Employees

The KPI team will need to incorporate these five tasks within
the work it performs in this step:

Task 1. Run a survey on a cross section of staff. A survey
is required to find out the current perceptions on existing
performance information in the organization, the current
concerns about the new project, and what needs to be
covered in the employee briefings. With the help of the
HR team, make a selection of experienced staff covering
all regions, levels of staff, and so forth. This cross-section
sample should not be greater than 200, or 10% of total
staff, and not less than 50 staff. With these numbers,
you can close off the survey with a 60% return rate and
still have a valid survey. Too large a sample will make
data mining more difficult and seldom raises any new
issues. The questionnaire is set out in Chapter 4 (the
resource kit).

Task 2. Build a case for change with PR support. Demon-
strate that KPIs are part of an SMT-agreed package of
initiatives to respond to the pressures on the organiza-
tion. Spell out these pressures in terms that people can
understand. Use comparative information from prelim-
inary benchmarking to highlight the performance gap
between your organization and best practice. It is impor-
tant to utilize the services of an expert in public relations.
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As already stated, in selling the project to the SMT in
step 1, nothing was ever sold by logic! You sell through
emotional drivers. Thus, you need to radically alter the
way you pitch this sale to the staff. You have to focus
on the emotional drivers that matter to them:

The right mix of performance measures will make
work more rewarding and enjoyable (e.g., greater staff
recognition).

The focus on the right measures would mean their
work would be more effective (e.g., their day-to-day
work would be better linked to the organization’s
strategic objectives).

Over time, they would have more empowerment and
autonomy (e.g., staff making more decisions).
Winning KPIs will enhance profitability and thus offer
greater job security and possibly increased remunera-
tion (e.g., through profit-sharing arrangements).

Many initiatives fail at this hurdle because we at-
tempt to change the culture through selling by logic,
writing reports, and issuing commands via e-mail. It
does not work. This project needs a PR machine be-
hind it. No presentation, e-mail, memo, or paper should
go out to staff unless it has been vetted by your PR
expert. All your presentations should be road-tested in
front of the PR expert.

Please view my webcasts on www.bettermanage
ment.com, where I have discussed this in more detail
and provided you with material to help the sales process.

Task 3. Use the vision to attract the staff. Generate in-

terest by painting a picture of how the workplace could
look in two to three years once KPIs and other initiatives
have taken hold. Over time, empowered staff will be-
gin to generate their own versions of the vision for the
workplace. However, in the beginning, it is critical that
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the KPI project team is passionate about the task. The PR
expert is to ensure that all documentation sells this vi-
sion adequately (e.g., in memos, presentations, and the
KPI team intranet pages).

Task 4. Roll out a road show to all staff. Structure road-
show briefings so that all employees hear the message,
taking into account language skills, literacy, and shift-
work patterns. It is important to demonstrate the exis-
tence of a partnership in change. To this end, employee/
union representatives also should address staft attending
the road show, outlining their support for winning KPIs.

The best workshops seem to be held in informal
workplace settings, involving local management known
to the audience, which are managed to maximize feed-
back. (In larger groups, the use of written questions
submitted by the audience will encourage staff to raise
issues.) A suggested road-show program is presented in
Chapter 4.

Shortcut: Merge This Road Show with the
Selecting Team-Level Performance Measures
Workshop in Step 8

By extending this road-show session into a one-day work-
shop, you can merge road-show outcomes with team-level
performance measures workshop. Teams will complete
their first version of their team scorecard. This is the ap-
proach I now adopt with most in-house workshops I per-
form.

Benefits include:

m As most attendees will be the same, it saves having two
disruptions to the same operational teams.
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m Merging steps 5 and 8 together helps staff understand
more about the purpose behind this process.

» This method builds momentum for the project sooner as
the teams can start working with their scorecard earlier.

In the presentation, address the issues and percep-
tions raised in the employee survey that are important
to your audience through small-group briefings, spelling
out the workplace vision. The briefings are used to ex-
plain the purpose and use of KPIs, address any concerns,
and spell out ground rules and the way forward.

Employees often are concerned that performance in-
formation will be:

Collected on individuals and held against them (e.g.,

for disciplinary purposes)

Filtered both in content and distribution (e.g., “They

only show us information when it suits their pur-

poses”)

Used to allocate blame for performance problems

Task 5. Illustrate “Where to next?”—the intranet KPI

home page. Introduce the staff to the project team in-
tranet KPI home page and show them how to use it.
Describe the steps required to develop and implement
KPIs, indicate key employee roles, and publish a time-
frame for process completion. A timeframe shows you
are committed. After you have published a timeframe,
demonstrate the necessary discipline to achieve it.

The checklist in Exhibit 3.9 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.
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EXHIBIT 3.9 Marketing the KPI System to All Employees Checklist

1.

Have you delivered joint briefings to
employees with SMT, project team, and union
representatives presenting on the same
platform? (FS)

O Yes

O No

. Has all material been reviewed by a PR

expert? (FS)

O Yes

O No

. Have initial briefings specifically addressed

employee concerns by stressing the
consultative, training-related processes by
which employees in teams will develop their
own KPIs?

O Yes

O No

. Has a broad vision of what change is required

been spelled out?

O Yes

O No

. Have you sold the need for KPIs through

emotional drivers that mean something to the
employees?

O Yes

O No

. Have you described the next steps in the

process of developing and implementing
winning KPIs?

O Yes

O No

. Have you indicated the key roles for

employees to play?

O Yes

O No

. Has the SMT set aside funding for in-house

workshops to be rolled out covering all teams?

O Yes

J No

. Have the project team and the SMT addressed

people’s concerns about change and
performance measurement?

J Yes

J No

10.

Has sufficient interest been aroused so
employees want to participate in the KPI
project?

O Yes

J No

11.

Have you used success stories to help sell the
message?

O Yes

J No

12.

Have you provided training on how
employees can best use the KPI project home

page?

O Yes

J No

13.

Have you published a timeframe with
appropriate milestones and a realistic
deadline?

O Yes

J No

FS = step that links to a foundation stone.
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Benetfits of This Step. Marketing the KPI system to all em-
ployees maximizes the commitment from a broad cross section
of employees.

Step 6: Identifying Organization-Wide Critical
Success Factors

This step is so important it has a whole chapter dedicated to it.
Please refer to Chapter 7.

Step 7: Recording Performance Measures in a Database

Purpose

The KPI team will have gathered and recorded performance
measures from information gained during discussions held with
senior management, revisiting company archives, reviewing
monthly reports, and external research from the beginning of
the project. There will also be many performance measures gen-
erated from each team workshop.

Performance measures identified need to be collated in a
database. This database needs to be up to date, complete, and
made available to all employees to help support their under-
standing of performance measures and to assist with their se-
lection of their team measures. The suggested fields are set out
in Exhibit 3.10.

Key Tasks for Recording Performance Measures in a Database

The KPI team will need to incorporate these five tasks within
the work it performs in this step:

Task 1. Select a database that has wide access within the
organization and is user friendly. Most organizations
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operate database applications, which are underutilized.
The KPI team must learn to use the in-house database
application and design and build a performance
measure database that is easy to use. An Access perfor-
mance measure database is available from www.david
parmenter.com for a small fee. Search in templates for
the “Performance Indicator Measures Ledger.”

Task 2. Build the database. The database should include
sections where teams:

Select the critical success factors (CSFs)/success factors
(SFs) that are relevant to them.

Can interrogate the database using keywords to see if
their measure is already included.

Can add new performance measures. (Only the KPI
team should have power to delete measures.)

Record their selection of all the measures they are
proposing to use.

Task 3. Populate the database. On a daily basis, the mea-
sures that have been identified need to be input into the
database to ensure that they are not lost in a mountain
of paperwork. In order to maintain consistency of input,
one person or a small team should be responsible for
this action. An easy-to-use input form should be set up
in the database to facilitate entering the measures in a
timely manner.

Task 4. Train all teams to use the database and to refine
the performance measures constantly. The KPI team
needs to train all the other teams on not only how to use
the database but also the significance of each database
field. This is best achieved through the rolling work-
shops they will be giving teams. Teams will be trained
to review the database to see if any new measure has
emerged that is very relevant for their team. This will be
performed as part of a later step.
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The team will need to refine the performance mea-
sures constantly by “peeling more layers off the onion.”
In time, a clearer hierarchy of measures will develop,
some will be discarded, and new measures will start
emerging that will have a profound impact on the orga-
nization’s future.

Task 5. Ensure that all database fields are complete
for every performance measure. The project team
needs to review the database constantly, cleanse it of
duplication, and encourage teams to look at measures
that have been selected by their peers.

The checklist in Exhibit 3.11 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.

Benefits of This Step. Recording measures in a database
checklist creates a vital electronic working tool for the KPI
project team and for teams selecting and recording their per-
formance measures. This tool will ensure a high level of consis-
tency throughout the organization.

Step 8: Selecting Team-Level Performance Measures

Purpose

This is a vital step in performance improvement. The appropri-
ate team performance measures will help teams to align their
behavior in a coherent way to the benefit of the entire orga-
nization. This is achieved because teams are focusing on those
performance measures that are linked to the organization’s CSFs.

Team performance measures will be comprised mainly of
RiIs, PIs, and some of the organization’s KPIs, where relevant
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EXHIBIT 3.11 Recording of Measures in Database Checklist

1. Have you spoken to the information systems U Yes 0ONo
team to identify databases for which your
organization holds current licenses?

2. Have you incorporated all the recommended | 00 Yes 0O No
database features contained in this book?

3. Have all KPI team members been trained so O Yes 0O No
they can update the new database daily?

4. Have you adequately tested the database O Yes 0ONo
before issuing it?

5. Does each team and business unit coordinator | O Yes [ No
have access to the performance measure
database? (FS)

6. Is the database being reviewed on a weekly O Yes 0ONo
basis to ensure consistency of input? (KPI
project team members and team coordinators
will be entering data.)

7. Are all the database fields being used O Yes 0ONo
appropriately?

8. Are all measures being linked back to a O Yes 0O No
relevant success factor/critical success factor?
(FS)

9. Is there a column for all teams so they can O Yes 0ONo

record their selection?

10. Have you limited access to the database so O Yes 0O No
staff can add measures but not delete them?

11. Have you piloted the database training O Yes 0O No
workshop material to ensure that it informs
and educates?

12. Have you checked to ensure that the database | O Yes [ No
has been updated for every workshop held?

FS = step that links to a foundation stone.
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EXHIBIT 3.12 Interrelated Levels of Performance Measures in an
Organization

(e.g., a late plane’s measure would have been monitored by
the front desk, engineering, catering, cleaning, etc., but not the
accounting team).

Although management often tends to become focused on
achieving KPI introduction at the global, organization-wide
level, in reality the critical issue is getting these KPIs embed-
ded in the teams that need to take corrective action 24/7.

Thus, it is at the team level—level 4 in Exhibit 3.12—that
significant and sustainable performance improvement can be
achieved through the use of performance measures.

Why Team Performance Measures Are Critical

Every CEO wishes that employees’ day-to-day work would align
itself with the organization’s strategic objectives. Yet this is
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seldom the case. Why does your marketing team measure all
customer satisfaction infrequently when the CSF in that area
might be “increased repeat business from key customers”? Surely
you should be measuring the satisfaction of key customers reg-
ularly and ignoring those customers you could do without. Why
does dispatch do the same quality control and timely dispatch
procedures for all customers, when it is your key customers that
should get extra checks at the expense of those customers that
you would be better off losing? The answer lies with the fact
that we have not communicated the critical success factors to
staff, nor have we worked with them to select the measures that
stem from these CSFs. Once we have performed this, a magical
alignment can occur between effort and effectiveness.

Key Tasks for Selecting Team-Level Performance Measures

The KPI team will need to incorporate these seven tasks within
the work it performs in this step:

Task 1. Have teams complete pre-workshop work-
sheets. The worksheets in Chapter 4 should be com-
pleted by all teams involved in this process.

Task 2. Roll out training workshops to all teams. The
KPI project team must provide training and assistance
to all teams so that they are equipped to select their
own performance measures that are consistent with the
organization’s CSFs. It is a good idea to bring a num-
ber of teams together at the same time, as they will
learn from each other’s different views. Some workshop
groups have up to 80 attendees doing the team per-
formance measures exercise. Each team is broken into a
discussion group of 4 to 7 staff members. The workshop
program is set out in Chapter 4.
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Encourage a balance in team performance mea-
sures. If the CSFs are clearly defined and related to
the six BSC perspectives (customer focus, financial per-
formance, learning and growth, internal process, em-
ployee satisfaction, and environment/community), then
team performance measures developed in this context
generally will reflect the required balance.

Use the mind-mapping techniques set out in
Chapter 4 during the brainstorming sessions (see Ex-
hibit 3.13 for an example).

EXHIBIT 3.13 Mind-Map Worksheet Example
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82

Shortcut: Merge the Team Performance
Workshops with the Road Show in Step 5

This is the approach I now adopt with most in-house work-
shops I perform.
Benefits include:

m As most attendees will be the same, it saves having two
disruptions to the same production, sales, and opera-
tions teams.

m Merging steps 5 and 8 together helps staff understand
more about the purpose behind having a team score-
card.

® This method builds momentum for the project sooner,
because teams can start working with their scorecard
earlier.

Task 3. Promote an appropriate mix of past, current,
and future-looking measures. Current measures are
measured 24/7 or daily, and future measures are the
record of a future date when an action is to take place
(e.g., date of next meeting with key customer, date of
next product launch, date of next social interaction with
key customers). (See Exhibit 3.14.)

Key result indicators and result indicators will all be
past measures, whereas performance indicators and key
performance indicators are now categorized as either
past, current, or future measures. You will find that most
of the KPIs in your organization will fit into the current
or future categories.
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EXHIBIT 3.14 Taking a Past Measure and Restating as a Current and

Future Measure

Past Measures
(last week/2 weeks/
month/quarter)

Current (real-time/
today/yesterday)
Measures

Future Measures
(week/month/quarter)

Number of late
planes this
month

Date of last visit by

key customer

Sales last month in
new products

Late planes in the
air over 2 hours
late

Cancellation of
order by key
customer
(today)

Quality defects
found today in
new products

Number of initiatives to be
implemented this month
to target areas that are
causing late planes

Date of next visit to key
customer

Number of improvements
to new products to be
implemented in next
month, months 2 & 3

The previous debate about lag (outcome) and lead

(performance driver) indicators is now dispensed with.

As pointed out in Chapter 1, lag and lead indicators do

not work and serve to confuse.

Task 4. Permit team performance measures to evolve.

Virtually no team will achieve a perfect set of perfor-

mance measures at its first or even its second attempt.

Further, once a set of performance measures exists, indi-

vidual indicators may need to vary as the team improves

performance and then moves on to focus on other prob-

lem areas.

Task 5. Use Pareto’s 80/20 rule when assessing how to
calculate a measure. Encourage teams to be practical

when assessing how to calculate their chosen perfor-

mance measures. It is essential that the cost of gathering
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the measure is not greater than the benefit derived from
the measure. For many measures, staff should be en-
couraged to either use sample techniques (e.g., mea-
sure late invoices one week a month) or assessment
techniques (e.g., estimate the number of coaching hours
received last month). Pareto’s 80/20 rule encourages us
to measure in detail only the KPIs—e.g., the late planes’
tracking system would have warranted a multimillion-
dollar investment.

Task 6. Never lose sight of team ownership. Remember
that the primary purpose of team performance measures
is to assist and help the team to improve their perfor-
mance. It follows that their performance measures rep-
resent what they want to collect in order to contribute
to improvement in the identified CSFs. The KPI team
needs to steer them gently if they are off course.

Task 7. A maximum of 25 performance measures for a
team. As a guide, 25 is probably the upper limit of per-
formance measures that a team should select for regular
use. Any more than this number may lead to resource
problems and a lack of focus. These performance mea-
sures will include some of the organization’s KPIs. Some
teams may have up to three organizational KPIs in their
team scorecard. Many head-office teams will not have
KPIs in their scorecard, as they are not relevant to them
(e.g., the British Airway’s Accounting team would not
have a late plans measure).

Remember that the KPIs affect the entire organization. Thus,
there are no KPIs specific to one team.

The checklist in Exhibit 3.15 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.
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EXHIBIT 3.15 Developing Team-Level Performance Measures
Checklist

1.

Have you incorporated performance measures
detailed in this book?

O Yes

[ No

. Do all team members clearly understand the

characteristics of KPIs?

O Yes

[ No

. Have teams been given sufficient time (during

standard work hours) to explore their
performance measures in a stimulating
environment?

O Yes

O No

. Are the CSFs clearly defined? (If not, delay

until they are.)

O Yes

[ No

. Have all teams brainstormed their measures

from relevant CSFs and SFs?

O Yes

J No

. Are teams being practical about performance

measurement? (Precision is required only with
critical performance measures.)

O Yes

O No

. Are all teams using the database to select their

measures?

O Yes

O No

. Have the employees been trained and

encouraged to accept the delegated
empowerment to fix issues when a KPI is off
track? (FS)

O Yes

O No

. Have teams checked back to ensure that they

have covered all the relevant CSFs with
performance measures? (FS)

O Yes

O No

10.

Have teams restricted themselves to a
maximum of 25 performance measures?

O Yes

[ No

11.

Have teams populated the database with

their agreed performance measures? (This
will help other teams and ensure greater

consistency.)

O Yes

O No

FS = step that links to a foundation stone.
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Benefits of This Step. Selecting team-level performance
measures puts measures in place that:

Clarify the teams’ objectives.

Align daily team work to the organization’s strategic objec-
tives.

Improve job satisfaction (e.g., measures that increase the
level of staff recognition).

Increase job security as teams contribute more to the bottom
line.

Provide a basis for recognizing and celebrating team
achievements.

Provide a better understanding and link to the organization’s
strategies.

Step 9: Selecting Organizational Winning KPIs

Purpose

It is recommended that the selection of organizational KPIs be
started after progress has been made at the team level (level
4 in Exhibit 3.12). The KPI team will have gained an insight
into the organizational KPIs by working with teams. It is very
much an iterative process, with findings being conveyed both
up and down. Once levels 1 and 4 (in Exhibit 3.12) are in a
semifinalized state, the backfilling of the divisional or depart-
mental measures (levels 2 and 3) can take place. This process
will ensure a cascading relationship of measures.

This approach reflects the goal of empowerment and will
ensure team ownership of their performance measures. It will
also ensure that as performance measures are introduced at
other levels in the organization, they will be influenced by:

The organizational CSFs
The vital activities existing at the workplace that are creating
success or failure
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No matter how complex your organization—whether a pub-
lic body, a hospital, or a diverse manufacturer—team, depart-
ment, and division performance measures should not be consol-
idated to become the organization measures. Doing this creates
chaos (e.g., some hospitals have over 200 measures at the or-
ganizational level).

It is crucial that all staff members fully understand KPIs (see
Chapter 1). Remember, finding appropriate KPIs is very much
like peeling the layers off an onion to get to the core. Although
it is relatively easy to produce a reasonable list of performance
indicators, it is difficult to identify the key performance indica-
tors, particularly when it is remembered that there will be fewer
than 10 in the entire organization.

Key Tasks for Selecting Organizational Winning KPIs

The KPI team will need to incorporate these five tasks within
the work it performs in this step:

Task 1. Ensure that KRIs, RIs, PIs, and KPIs are bal-
anced. The organization’s KRIs, RIs, PIs, and KPIs
should address all six BSC perspectives (customer fo-
cus, financial, learning and growth, internal process, em-
ployee satisfaction, and environment/community). The
worksheet in Chapter 4 will assist with this process.

Task 2. Limit the organization-wide KPIs to no more
than 10. There is no magic number, but few organiza-
tions will need more than 10 KPIs, and in fact many can
operate successfully on fewer than 5 KPIs.

Task 3. Permit the KRIs, RIs, PIs, and KPIs to evolve.
Virtually no KPI project team will achieve a perfect set
of KRIs, RIs, PIs, and KPIs at its first or even its second
attempt. Further, once a set of KPIs exists, information
from the teams will shed light on enhancements to the
KPIs.
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Task 4. Ensure that all KPIs have most or all of the KPI
characteristics. Ensure that all KPIs selected pass this

checklist. See Chapter 4 for the layout for the form. The

characteristics of a KPI are:

Nonfinancial measures (e.g., not expressed in dollars,
yen, euros, etc.)

Measured frequently (e.g., 24/7, daily, or weekly)
Acted on by CEO and senior management team
Clearly indicate what action is required by staff (e.g.,
staff can understand the measures and know what
to fix)

Measures that ties responsibility down to a team
Significant impact (e.g., it impacts most of the core
CSFs and more than one BSC perspective)

Encourage appropriate action (e.g., have been tested
to ensure they have a positive impact on performance).

Task 5. Test all the KPIs in a pilot. Ensure that all KPIs
create the desired behavioral outcomes.

The checklist in Exhibit 3.16 can be used as an aid to the KPI
project team, ensuring that important tasks are not overlooked.
The KPI team, with the facilitator, should amend this checklist
before use to suit the organization and desired approach.

Benefits of This Step. Organizational winning KPIs are

measures that will have a profound impact on the organization,

stimulating timely action and linking day-to-day activities to the

strategic objectives of the organization.

Step 10: Developing the Reporting Framework
at All Levels

Purpose

The reporting framework must accommodate the require-

ments of different levels in the organization and the reporting
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EXHIBIT 3.16  Selecting Organizational Winning KPIs Checklist

1. Do the organization-wide KRIs, RIs, PIs, and 0 Yes [ No
KPIs cover all BSC perspectives?

2. Are the organization-wide KRIs, RIs, PIs, and U Yes U No
KPIs consistent with the current strategies?

3. Have the organization-wide KRIs, RIs, PIs, and | [J Yes [ No
KPIs been discussed with the relevant key
stakeholders? (FS)

4. Have selected KPIs been limited to 10 or O Yes [ No
fewer?
5. Are the SMT and particularly the CEO still O Yes 0O No

committed to champion the organizational
KRIs, RIs, PIs, and KPIs?

6. Have all KPIs been included in all team O Yes 0O No
performance measures where they are
relevant?

7. Do KPIs make sense to the teams who should | 0J Yes [ No
be using them?

8. Have you put every KPI through the KPI O Yes 0O No
checklist?

9. Has the SMT given formal delegated authority | 0 Yes O No
to the relevant employees to fix issues
affecting any KPI? (FS)

10. Have you checked that KPIs do not include O Yes [0 No
KRIs, RIs, or Pls?

11. Have plans been put in place to build systems | O Yes [ No
to report KPIs 24/7, daily, or weekly, as
appropriate?

FS = step that links to a foundation stone.

frequency that supports timely decision making. A suggested
framework for reporting performance measures is set out in
Exhibit 3.17.

Most KPIs should be reported each day (electronically) at
9 aM. or, as in the case of late planes, constantly updated
24 hours a day, 7 days a week.
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Dashboard Monthly dashboard of up to 10 KRils,

ashboar <_ such as customer satisfaction, value
for the Board of new business, earnings before
interest and taxes, etc.

Weekly scorecard on the
top 5 KPIs Monthly organizational

- BSCs for scoreboard on top Pls and Rls
Daily or 24/7 report on one Management
or two KPIs (e.g., number of —3» and Teams Monthly team and business
planes over 2 hours late) unit scorecards

EXHIBIT 3.17 Suggested Reporting Framework

In most organizations, there will be another “top five” KPIs
that will need to be reported at least weekly (excluding the daily
KPIs already identified). One weekly measure that is important
in most organizations is the reporting of late projects and late
reports to the SMT. Such reports will revolutionize completion
in your organization.

The remaining PIs can be reported monthly along with team,
department, divisional, and organization-wide BSC reporting.

The board should receive only a one-page governance
“dashboard” on the KRIs. These KRIs cover the well-being of
the organization and are not PIs or KPIs. They should cover
the 6 BSC perspectives; doing this may require tracking up to
10 KRIs. In any one month, only those KRIs that are telling
the more important stories must be reported. It is desirable not
to give the board the management BSCs because their role is
one of governance, and giving them management information
diverts them from their true role.

The reporting stage is open to procrastination, and thus it is
important to ensure that the “just do it” attitude is operational.
It is not uncommon to find teams spending considerable time
debating which colors are the most appropriate in presentations
to senior management. This should not be allowed to occur on
the KPI project.

It is recommended that the SMT leave the design of the
BSC template to the KPI team, trusting in their judgment. The
SMT members should tell the KPI project team that they will be
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happy to live with their sculpture knowing that they can always
keep the plinth and recycle the bronze 6 to 12 months down the
road. What you are looking for is a reporting framework that
covers the measures in the six BSC perspectives. The key is to
seek agreement that suggested modifications will be recorded
and looked into at the end of the agreed review period. It will
come as no surprise that many suggested modifications will not
stand the test of time.

The reporting template examples shown in Chapter 5 are
provided to stimulate ideas. These formats could serve as useful
templates for the first six months of operation, leaving manage-
ment and the KPI team to concentrate on the measures. Most
measures should have their own trend graph, and the intranet
is the ideal tool to hold these graphs. In addition, each team
should have a performance notice board that is covered with
trend graphs of its monthly measures.

The daily and weekly measures will be driven by systems,
recorded and reported on the intranet, and available to all rele-
vant staff. KPIs will affect many teams across the organization,
and thus all KPIs should be available, via the intranet, to all
staff. The more exposure that can be given to KPIs, the bet-
ter the resulting ownership, understanding, and performance
outcomes.

Getting Action to Happen in the Right Direction

If the CEO, members of the SMT, and management focus on the
KPIs every day, staff will naturally follow suit. A CEO spending
30 minutes a day asking for explanations from managers and
staff about a wayward KPI will soon create focus. It certainly
will be recognized that receiving two phone calls from the CEO
is not a good career move. In other words, the CEO should
walk the talk and always know where the KPIs are heading at
any point during a day. Thus, on out-of-office trips, the CEO
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should be able to link into the intranet and obtain an update of
the KPIs.

The system will have failed if the review process relies on
structured, regular meetings at each level where KPIs are in
operation. Remember, KPIs are indicators that need monitoring,
reporting, and action 24/7.

Staff members may require training to help them understand
the actions they can and need to take to correct wayward KPIs.
Empowerment must take place to ensure that staff members
have the resources and freedom to take action.

Key Tasks for Developing the Reporting Frameworks at All Levels

The KPI team will need to incorporate these three tasks within
the work it performs in this step:

Task 1. Provide appropriate training on reporting. The
project team should train the teams on how best to re-
port their measures using a combination of the intranet,
notice boards, and hard copy. They should also give
training on how to complete these reports efficiently.
KPI reporting should be almost instantaneous; once ap-
propriate systems are in place, weekly and monthly
reporting should also be quick routines. A team BSC
should, as a guide, be no more than half a day’s prepa-
ration and be delivered to the team by the close of the
first working day of the new month. Late reporting has
no place in performance measurement.

Staff members will need much help with maintaining
a Pareto 80/20 view. There is no point spending a lot of
time playing around with spreadsheets; that information
will be too late to be of any use.

Use the report formats in Chapter 5.
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Task 2. Establish a suite of meaningful graphs that are
easy to understand. Although there is a vast array of
graphical techniques for displaying KPI data, it is rec-
ommended that you follow these rules:

Be comnsistent. 1t is recommended that graph stan-
dards are maintained for at least six months before
updating.

Show trend analysis. Show movement over at least
the past 15 to 18 months if you have a seasonal busi-
ness. Only year-to-date graphs should start off at the
beginning of the year.

Show the range. Show the acceptable range, which
may be cascading over time, to indicate expected im-
provements.

Keep grapbs simple. Each graph should be clear even
to an untrained eye (e.g., whereas waterfall, radar, and
three-dimensional graphs might look nice, they can
be misunderstood by staft and thus are rarely neces-
sary). Graph formats are discussed in Chapter 4 and
the reader should also access Stephen Few’s work.*
Make them quick to update. All graphs should be in
a system that enables swift updating, and in some
cases they should be automated to enable 24/7 analy-
sis via the intranet. Graphs should not slow down the
monthly management BSCs and the board dashboard
reporting process, which should be completed by no
later than day 3 post-month-end.

Make them accessible. Key graphs should be accessible
to all staff via the intranet.

Do not show a budget line. A monthly or year-to-
date budget line is an arbitrary apportionment of the
annual plan number and is often done at the last
minute.’
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Show key turning points. Insert notes on the graphs
explaining major turning points.

Insert a title that is meaningful to the reader. For
example, a title like “Return on capital employed
(ROCE) is moving up well” instead of just saying
“ROCE.”

Use color wisely. It is a good idea to use a light-yellow
background and to use color to highlight what is im-
portant.

Use gridlines. Four or five light-gray gridlines will en-
able the reader to estimate the numbers, thus eliminat-
ing the clutter of numbers within the graph columns
Or TOWS.

See suggested graph layouts in Chapter 5.

Task 3. Develop a hierarchy of reports to staff, manage-
ment, and the board. If KPI reporting is not available
24/7 and is not the focus of action and discussed at per-
formance improvement meetings, attention will wane
and the graphs will become symbols of frustration rather
than the focus for continuous improvement.

The checklist in Exhibit 3.18 can be used as an aid to
the KPI project team, ensuring that important tasks are not
overlooked. The KPI team, with the facilitator, should amend
this checklist before use to suit the organization and desired
approach.

Benefits of This Step. A consistent reporting regime will be
developed based around decision-based reporting techniques,
which will not take up too much of management’s time.

The reports will encourage empowered staff to undertake
corrective action immediately on issues that are adversely affect-
ing KPIs (e.g., in an airline, staff being empowered to increase
the cleaning contractor’s staff immediately to ensure a quicker
turnaround of a late plane).
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EXHIBIT 3.18 Developing the Reporting Frameworks at All Levels
Checklist

1.

Has the KPI team been given the delegated
authority to finalize the reporting framework?

O Yes

O No

. Have you based reporting around a

decision-based process (e.g., avoiding the trap
of large, late information memorandums that
do not help the decision-making process)?

O Yes

O No

. Have you accessed some better-practice

reporting templates?

O Yes

O No

. Have you developed separate reporting for

the board (based around key result
indicators)?

O Yes

[J No

. Have you developed a team BSC template

that teams can complete easily using existing
company systems?

O Yes

O No

. Have you developed an organizational

scorecard for the SMT?

O Yes

[J No

. Have you developed an organizational

scorecard for staff?

O Yes

[J No

. Have you developed 24/7 and daily reporting

of KPIs on the intranet?

O Yes

J No

. Have you developed weekly reporting of KPIs

on the intranet?

O Yes

J No

10.

Is there a moratorium on changing reports
and graphs for at least six months?

O Yes

J No

11.

Have you established company graph
standards that comply with better practice?

O Yes

J No

12.

Have you marketed and supplied electronic
templates of these graphical standards to all
teams?

J Yes

J No

13.

Are there notice boards where staff can see
these measures in hard copy?

J Yes

J No

14.

Can the relevant stakeholders access the KPIs
that are relevant to them? (E.g., the union
should be advised if “delivery in full, on time”
is becoming an issue.) (FS)

J Yes

J No

FS = step that links to a foundation stone.
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Step 11: Facilitating the Use of Winning KPIs

Purpose

Many organizations have performed good KPI work only to
have it fail or become buried when key staff members move on.
It is thus important that the use of KPIs becomes widespread in
an organization and is incorporated into its culture.

The SMT’s role is crucial. It is important that members of
this team lead by example by using the KPIs at their disposal
and seeking explanation immediately when any of the KPIs are
trending in the wrong direction. Ideally, you are looking for an
environment where management and staff expect a phone call
from the SMT if a KPI was turning in the wrong direction. The
staff and management will do everything in their power to avoid
that situation.

In turn, the SMT must be committed to empowering staff
to take immediate action (e.g., it is reported that Toyota has
empowered staff on the shop floor to stop the production line
if they find any defect in a car they are working on that cannot
be fixed while the line is going).

Resources must be allocated so that continual education and
communication can be maintained. Continual education and
communication should not be the responsibility of just the KPI
project team.

Key Tasks for Facilitating Use of KPIs
The KPI team will need to incorporate these six tasks within the

work they perform in this step:

Task 1. Constantly reassure the SMT so that they are
confident to empower the front line staff. It is es-
sential that the SMT learn to relax their control and
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empower their staff. Without staff empowerment, the ef-
fectiveness of KPIs is limited, as staff members respond
to management direction rather than learning to become
proactive themselves.

Task 2. Roll out a video road show for all staff. The video
includes an introduction from the CEO and a presenta-
tion on the new thinking on key performance indicators
by a skilled presenter from the project team. It is essen-
tial to explain to staff:

How the chosen KPIs are to operate

Who is to collect data and by when

The systems to be used

The monitoring and action to be taken by SMT

The delegated empowerment that employees have to

correct situations as they arise on a 24/7 basis.
This video is then followed by a workshop, which is set
out in Chapter 4.

Task 3. Have relative performance measures that are
compared against other organizations. Jeremy Hope
and Robin Fraser, pioneers of the Beyond Budgeting
methodology,® have pointed out how KPIs can easily
end up in the trap of an annual fixed performance
contract. In other words, if you set a target in the fu-
ture, you will never know if it was appropriate, given
the particular conditions of that time. You often end
up paying incentives to management when in fact you
have lost market share. In other words, your rising
sales did not keep up with the growth rate in the
marketplace.

Relative performance measures are an important
addition to KPIs; for example, you may focus on all
planes in the air that are flying more than two hours
late 24/7, but, in addition, compare total late flights,
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average turnaround times, number of missing passen-
gers, and so forth, to other airlines. This could per-
haps be carried out quarterly using a benchmarking
company.

Another benefit of relative measures is that they do
not need alteration (e.g., if being in the top quartile or
2% above the norm is the relative measure, then this
benchmark does not need changing).

Task 4. Ensure that there are a mix of past, current,
and future performance measures. Most measures
across the world are past measures. In a bid to rectify
this, the terms lead indicators and lag indicators were
introduced. As mentioned in Chapter 1, these terms do
not work for KPIs; for example, the “late-plane” KPI
could be called a lag indicator because it reports past
events, but while the plane is in the air and running
late, it is about to create chaos for passengers, suppliers,
and airline staff at the destination airport and therefore
is also a lead indicator.

Task 5. Set KPIs as ranges, not a single target. An ac-
ceptable range is more beneficial than a fixed target, as
a range takes into account the vagaries of the future and
so is more tolerant of environmental change (e.g., a set
of goalposts rather than a single thin post at the end of
the playing field).

It is a good idea to show the acceptable range cas-
cading up or down over time to indicate expected im-
provements; see Exhibit 3.19.

Task 6. Apply the 10/80/10 rule. Ensure that the final
performance measures in use comply with the 10/80/10
rule:

Maintain up to 10 key result indicators, with only 6 to
9 shown to the board at any one time.
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EXHIBIT 3.19 Ranging KPIs

® Up to 80 performance indicators and result indica-
tors are sufficient for most organizations, especially
when standard measures are used across all teams
(e.g., a training-day’s measure should be applied con-
sistently with the same definition and graphical illus-
tration across all teams).

= For many organizations, 10 KPIs will be more than
adequate. Some may wish to extend to up to 20, but
be careful—the more KPIs you use, the less focus you
have.

The checklist in Exhibit 3.20 can be used as an aid to
the KPI project team, ensuring that important tasks are not
overlooked. The KPI team, with the facilitator, should amend
this checklist before use to suit the organization and desired
approach.

Benefits of This Step. The performance measures in your
organization—the KRIs, RIs, PIs, and KPIs—are being applied
properly and are given the opportunity to create the desired
change.
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EXHIBIT 3.20  Facilitating the Use of KPIs Checklist

1. Have current strategies been adequately U Yes 0ONo
conveyed to the teams?

2. Have all staff members who are to operate O Yes 0ONo
with a KPI attended a workshop covering
what the KPIs are, how they operate, what
delegated authority staff have, etc.?

3. Has the KPI rollout been undertaken in O Yes [0 No
conjunction with all the stakeholders?

Management U Yes 0O No
Employee representatives O Yes 0ONo
Key customers U Yes 0 No
Key suppliers U Yes 0O No
Unions O Yes 0O No

4. Are the SMT members actively supporting the | OO Yes [ No
empowerment of staff? (FS)

5. Are the senior management team monitoring UYes 0 No
the KPIs on a daily basis and following up
shortfalls with relevant staff?

6. Have outdated performance measures been O Yes 0O No
removed?
7. Have KPIs been set up with relative O Yes 0O No

comparisons where relevant (e.g.,
comparisons to third parties)?

8. Have some KPIs been established as a range O Yes 0O No
rather than a target?

9. Have you ensured that performance measures | J Yes [ No
are a mix of past, current, and future
measures?

10. Have you avoided the use of the terms lead O Yes 0O No
and lag indicators?

11. Is the KPI team still together, albeit on a O Yes 0O No
part-time basis?
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EXHIBIT 3.20 (Continued)

12. Are you providing one-to-one training, where | [J Yes [ No
necessary, to ensure that staff members
commit time to taking accurate measurements
of performance, understand the reports, and
are motivated to take action in the
appropriate timeframes?

13. Is the KPI team giving ongoing help to teams | [J Yes [ No
that are using KRIs, RIs, PIs, and KPIs?

14. Is there a mixture of KRIs, Rls, PIs, and KPIs O Yes [ONo
following the 10/80/10 rule?

15. Are the SMT and particularly the CEO O Yes [0 No
focusing on the KPIs every day?

16. Is the SMT actively championing staff O Yes 0O No
members who have correctly used their
delegated authority to rectify a situation? (FS)

FS = step that links to a foundation stone.

Step 12: Refining KPIs to Maintain Their Relevance
Purpose

It is essential that the use and effectiveness of KPIs be main-
tained. Teams will modify and change some of their KRIs, Rls,
PIs, and KPIs as priorities change during their journey of pro-
cess improvement. It is simply a case of moving on to the next
priority area for improvement, as the previous ones have been
mastered and behavior alignment has been locked in. How-
ever, some KPIs should always be maintained because of their
relevance to the organization-wide CSFs; for example, for an
airline, the late-plane KPI always will be used. In addition, it is
likely that KPIs relating to customer focus and workplace culture
always will remain in place.
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Teams also will need to amend and build new measures to
respond to the emergence of new CSFs. The new CSFs will be
identified during quarterly rolling planning phases.

Work groups should review and modify their own KRIs,
RIs, PIs, and KPIs on a periodic basis, but certainly not more
frequently than every six months.

Key Tasks for Refining KPIs to Maintain Their Relevance

The KPI team will need to incorporate these four tasks within
the work it performs in this step:

Task 1. Review organization-wide CSFs at least annu-
ally. The environment in which firms operate is chang-
ing so rapidly that the requirements for survival and
then prosperity can change markedly within a year. CSFs
must be reviewed on a continuing planning cycle. As a
better practice, it can be part of the quarterly rolling
planning regimen. As part of this process, you will need
to complete the worksheet in Chapter 4.

Task 2. Hold a one-day focus group revisiting the
performance measures. The objectives of the work-
shop are to revisit the performance measures with a
key group of staff and management and to learn from
experience and enhance the value gained from us-
ing performance measures. A focus group needs to
be selected from 15 to 30 experienced staff members
from the business units, teams, area offices, and head
office. The staff members should include the different
roles from administrators to senior management team
members.

On the day when the CSFs are revisited, any new
CSFs will be brainstormed for new measures, and the
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organizational measures will be reviewed for appropri-
ateness and completeness.

Task 3. Maintain the stakeholder consultation. Ensure
that consultations with stakeholders continue to be in-
cluded in the performance review process. The stake-
holders will provide feedback as to whether there needs
to be improvement to strategies and CSFs.

Key suppliers should be consulted, as large oper-
ational efficiency can be achieved by vertical integra-
tion of systems. For example, one wood processor has
online access to a major wood merchant’s stock records.
The wood processor is responsible for managing stock
levels and delivering the timber. They send electronic in-
voices, trigger electronic payment, and update the wood
merchant’s stock system.

Task 4. Allow team performance measures to adapt.
Maintaining the team’s sense of ownership of perfor-
mance measures is critical and will be achieved only
if employees view performance measure information as
valuable, useful, and worthwhile. As teams complete
the process improvement cycle, KPI usefulness will be
tested against new challenges to the team. Team per-
formance measures must be adapted, as required, to
maintain their relevance and use.

The checklist in Exhibit 3.21 can be used as an aid to the
KPI project team, ensuring that important tasks are not over-
looked. The KPI team, with the facilitator, should amend this
checklist before use to suit the organization and the desired
approach.

Benefits of This Step. The cycle of continuous improve-
ment in the use of KRIs, RIs, PIs, and KPIs will be locked in
place.
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Refining KPIs to Maintain their Relevance Checklist

1.

Have the CSFs been reviewed as part of the
strategic planning cycle?

O Yes

1 No

. Are organization-wide KPIs reviewed during

the strategic planning cycle?

[ Yes

1 No

. Does each team review their KRIs, RIs, PIs,

and KPIs at least annually?

[ Yes

1 No

. Are key customers informed when relevant

customer satisfaction and internal process
performance measures are modified?

O Yes

] No

. Are key suppliers informed when relevant

internal process performance measures are
modified?

O Yes

] No

. Have measures been put in place covering

any vertical integration of systems with key
customers and key suppliers?

O Yes

] No

. Is there active continuing education to further

develop staff and management understanding
of KPIs?

O Yes

] No

. Have new staff and management, particularly

new members of the SMT, been educated
about the benefits of “winning KPIs”?

O Yes

] No

. Have stakeholders been consulted on any

changes to the balanced scorecards? (FS)

O Yes

] No

10.

Has there been an adequate transfer of
knowledge from “performance management”
experts to staff who will be introducing the
new performance measures? (FS)

O Yes

] No

11.

Have all proposed changes to measures,
reports, and delegated authorities been
carefully thought through? (FS)

O Yes

] No

12.

Have the CSFs been reworked to reflect all
changes to the strategies? (FS)

O Yes

] No

13.

Are KRIs, Rls, PIs, and KPIs evolving over
time?

O Yes

] No

14.

Are rigorous controls and checks in place to
ensure that changes to PIs and KPIs are
genuine improvements?

O Yes

[ No

FS = step that links to a foundation stone.
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CHAPTER 4

KPI Team
Resource Kit

his chapter’s key performance indicator (KPD resource kit

is a companion guide for the successful development and
use of KPIs in your organization.

It is essential that you work through this part of the book
after you have read the introduction to winning KPIs and have
viewed the general principles for the successful development
and use of KPIs in Chapters 1 and 2. Those chapters explain
the philosophy and process of introducing KPIs based on the
practical experience of organizations pursuing better practice in
this area.

This chapter supports all the key tasks and implementation
guidelines set out in Chapter 3. It is thus important that a sound
understanding of Chapter 3 is achieved first.

Using This Resource Kit

This resource kit assists the implementation of the 12 major
steps set out in Chapter 3. The resource kit assumes that you
will play a significant role in facilitating team development of
winning KPIs. The ideal way to use the resource kit is for the
project team, the project team facilitator, managers, selected
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employees, and union delegates to work jointly through the
12 steps.

Step 1 Worksheet: Senior Management
Team Commitment

The questionnaire in Exhibit 4.1 is for the senior management
team (SMT) to complete. It will help the project team gauge the
level of understanding within the SMT. This information will
be useful for marketing and educational initiatives directed at
the SMT.

Half-Day Workshop for the SMT on Implementing KPIs—and
Getting It Right the First Time

Workshop Objectives
Ensure that SMT members are fully aware of what is required
to implement performance measurement that works.
Ensure that SMT members understand the required level
of involvement, the necessity for speed, and the inherent
hurdles performance measurement projects face.
Convey the difference between the organization’s current
performance measurement practices and one that links day-
to-day activities to the strategic objectives.

Requirements
Entire SMT must attend.
Prereading of KPI article, see www.davidparmenter.com.
Workshop administrator to help coordinate attendees.
One laptop, data show, screen, two electronic whiteboards,
quiet workshop space away from the offices.
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EXHIBIT 4.1 Senior Management Team Commitment Questionnaire

The successful introduction of key performance indicators
requires SMT commitment. Your feedback is appreciated.
Comments are an especially helpful part of the feedback
process. Please take time to make comments as specific as
possible and include examples where appropriate.

Please return no later than by e-mail to

1. Have you worked with key performance O Yes 0O No
indicators (KPIs) on a daily or weekly basis
any time in the past?

2. Do you understand the differences among key | O Yes [ No
result indicators (KRIs), result indicators (RIs),
performance indicators (PIs), and KPIs?

3. Are you prepared to delegate authority to O Yes 0O No
teams so that they can take immediate action if
KPIs go off track?

4. Are you prepared to set aside at least two O Yes 0O No
hours a week for the next 16 weeks for
interviews, reading progress reports, making
decisions, providing input as required, etc.?

5. Are there any major initiatives in the next U Yes [0 No
16 weeks that would limit your involvement?

6. Have you listened to the KPI webcasts by O Yes 0O No
David Parmenter on
www.bettermanagement.com?

7. Are you prepared to attend a half-day O Yes 0O No
workshop to kick-start the KPI project?

8. Are you prepared to monitor on a daily basis O Yes 0O No
(approximately 20 minutes a day) the eventual
top five KPIs?

What are the three main ways the project team could help
you maintain your commitment to this project?
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8:00 A.M. Introduction by chief executive officer (CEO).

8:10 A.M. The new thinking on KPIs:

The difference between the four types of performance
measures

The characteristics of a winning KPI—two stories
The 10/80/10 rule for performance measures

Critical success factors (CSFs)

Case studies

Why so many performance measurement initiatives
fail

The difference between the organization’s current per-
formance measurement and the one proposed

9:00 A.M. Commence workshop 1. Working with list of
success factors, rework them to reflect the current think-
ing of the SMT.

10:00 A.M. Break.

10:15 aA.m. Perform a brainstorming of performance mea-
sures exercise on a selected success factor.

10:45 a.M. Commence workshop 2. In small groups,
brainstorm some performance measures for the orga-
nization from some selected success factors.

11:15 aA.m.  Short presentation on the way forward.

12:00 Workshop ends.

One-Day Focus Group on Implementing Performance
Measures—and Getting It Right the First Time

Objectives
Ensure a key group of staff and management are fully aware
of what is required to implement performance measurement
that works.
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Fully understand the required level of involvement, the
necessity for speed, and the inherent hurdles this project
will face.

Requirements
A focus group selected from 15 to 30 experienced staff mem-
bers covering the business units, teams, area offices, and
head office, and including the different roles from adminis-
trators to SMT members.
Workshop administrator to help coordinate attendees.
At least three laptops, data show, screen, three elec-
tronic whiteboards, quiet workshop space away from the
offices.

9:00 A.M. Introduction by CEO.
9:10 A.M. The new thinking on key performance indicators
presentation:
The difference between the four types of performance
measures
The characteristics of a winning KPI—two stories
The 10/80/10 rule for performance measures
CSFs
Case studies
Why so many performance measurement initiatives
fail
The difference between the organization’s current per-
formance measurement and the one proposed
All major budget holders are invited to join the focus
group. Any SMT staff members who missed the SMT
workshop should attend this session. They leave after
this session.
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112

10:00 A.M. Commence workshop 1. Revisit your orga-
nization’s success factors (SFs). All work that has been
already done in this area will be tabled to attendees (e.g.,
from a review of the past few years’ strategic plans).

10:30 A.M. Break.

10:50 A.M.  Groups give their feedback on the SFs.

During this discussion, two staftf members update the
success factors list and then either populate an A3 sheet
of paper or a whiteboard with the finally agreed suc-
cess factors. This has to be prepared before workshop
3 commences.

11:20 A.M. Commence workshop 2. Relationship map-
ping using an airline’s success factors.

12:00 Lunch.

12:45 p.M. Demonstrate brainstorming of a success fac-
tor (an example of this is on www.bettermanagement.
com).

1:15 p.M.  Commence workshop 3. In different groups,
brainstorm some performance measures, using a se-
lection of the success factors from workshop 1, for a
couple of selected teams. (This task will take a further
10- to 16-week period to finalize for all business units
and teams.)

2:00 p.M. Feedback from groups.

2:20 p.M.  Break.

2:40 p.m. Commence workshop 4. Design some key re-
sult indicators for the board. (This task will take a further
10- to 16-week period to finalize.)

3:40 p.M.  Short presentation on the way forward—the im-
plementation program.

4:20 p.M. In-house team complete workshop documenta-
tion on laptops (covering CSFs, some measures worth
pursuing, the first draft of the next steps, resource re-
quirements, etc.).
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4:40 p.m. Focus group members state their opinion on
whether to go forward, the key issues to address, and
resources required to the SMT.

SMT members are invited to come back to hear the
focus group.

5:00 p.M. Workshop ends.

Selecting a Facilitator

Due to the nature of the role, a facilitator needs to have certain
experience and a detailed skill set. Exhibit 4.2 shows a checklist
to send out to potential facilitators.

People who can answer yes to the first 5 questions and at
least 10 of the remaining 15 questions would be worth inter-
viewing and checking their references.

Progress Update Workshop for the SMT

Objective: Help maintain the interest of the SMT, gain valuable
input, launch newly designed reports, and convey progress.

Requirements
Entire SMT to attend
Workshop administrator to help coordinate attendees
One laptop, data show, screen, two electronic whiteboards,
quiet workshop space away from the offices

8:00 A.M. Introduction by CEO.

8:10 A.M. Progress update.

9:00 A.Mm. Commence workshop 1. Perform exercises
that will further the project.

10:00 A.M. Next steps.

10:15 A.M.  Morning break and closure speech by CEO.
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EXHIBIT 4.2 Checklist for Selecting a Facilitator

1. Have read the Key Performance O Yes 0O No
Indicators book by David Parmenter.
2. Have read The Balanced Scorecard: O Yes 0O No

Translating Strategy into Action by
Kaplan and Norton.

3. Have listened to the webcasts on U Yes 0O No
www.bettermanagement.com.
4. Have delivered workshops to external 0O Yes 0O No

audiences with over 30 attendees that
have been rated good to very good.

5. Understand the difference among CSFs, O Yes 0O No
KRIs, RIs, PlIs, and KPIs.
6. Have worked in management positions in a UYes 0O No

decision-making role for over 5 years.
7. Have worked in a blue-chip organization with | O Yes [ No
international connections.

8. Have worked in an international consultancy | O Yes [ No
firm.

9. Over 35 years of age. (It is unlikely that O Yes 0O No
anyone younger will have the desired mix of
skills and experience.)

10. Have tertiary qualifications. U Yes 0ONo

11. Have received training in delivering U Yes 0O No
presentations.

12. Experience in reporting performance O Yes 0ONo
measures.

13. Have presented to senior management. U Yes 0ONo

14. Experience with coaching in-house staff. OYes 0ONo

15. Excellent command of English and local O Yes 0ONo
language.

16. Good at storytelling. O Yes O No

17. Can think on your feet. O Yes 0O No

18. Calm under pressure. U Yes 0O No

19. Clear voice that is easy to understand. O Yes 0O No

20. Work confidently with technology O Yes 0ONo

(notebooks, data projector, etc.).
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Step 2 Worksheet: Establishing a Winning KPI Team

The questionnaires in Exhibit 4.3 are to be completed by the
proposed KPI team members and their peers and managers.

Training gaps that are highlighted will need to be addressed
before the project gains too much momentum.

EXHIBIT 4.3 KPI Team Establishment Questionnaire

It is important that you answer these questions honestly so that
any training gaps can be rectified quickly.

Comments are an especially helpful part of the feedback
process. Please take time to make comments as specific as
possible and include examples where appropriate.

Please return no later than _ by e-mail to

1. Have you ever worked with key performance U Yes [ No
indicators (KPIs) on a daily or weekly basis?

2. Do you understand the difference among U Yes [0 No
critical success factors (CSFs), key result
indicators (KRIs), result indicators (RIs),
performance indicators (PIs), and KPIs?

3. Are you prepared to work full time on this U Yes [0 No
project?

4. Are you prepared to set aside at least 16 weeks | (O Yes [0 No
for interviews, site visits, liaison with facilitators
and in-house coordinators, research, analysis,
presenting findings, making recommendations,
etc.?

5. Have you had experience with:

Post-it sticker reengineering? O Yes 0O No
Problem solving? 0 Yes [No
Brainstorming? O Yes 0O No
Information display and charting? O Yes 0O No
Delivering presentations? O Yes 0O No
Interviewing? O Yes [No
Large implementation projects? O Yes 0O No
Project management? JYes [ No
Applications the project will use? 0 Yes [ No
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EXHIBIT 4.3 (Continued)
6. What is your skill base?

Are you a self-starter? OYes 0O No
Have you demonstrated innovation in the 0 Yes [ No
past?

Have you advanced communication skills? O Yes [ No
Are you an “active” listener? OYes [0 No
Do you have the ability to bring others on OYes [ No
board?

Do you have a good track record in finishing | O Yes [ No
projects you start?
Are you able to maintain a big-picture focus | 00 Yes O No
while working on a project?

Are you happy to work with the chosen O Yes 0O No
facilitator?
Are you happy to work with the chosen O Yes 0O No

team members?
Are you prepared to work overtime on this O Yes 0O No

project to meet the timeframes?

What are the three main strengths you bring to this project
team?

What are the three main skill and experience gaps you have
that need to be addressed before commencing this project?

Winning KPI Team Establishment Questionnaire

A small, well-trained project team has the best chance of suc-
cess. It is recommended that a team of two to four people be

116



KPI Team Resource Kit

chosen who collectively have a wide range of skills, including:

Presentation

Innovation

Completion

Knowledge of the organization and sector
Communication

Ability to bring others on board

Winning KPI Team 360-Degree Questionnaire

Obtaining a 360-degree feedback on the short-listed team mem-
bers will be most valuable in assessing their strengths and weak-
nesses. This questionnaire (see Exhibit 4.4) should be com-
pleted by their manager and up to five of the peers with whom
they work.

EXHIBIT 4.4 KPI Team 360-Degree Questionnaire

has been short-listed for the team. It is important that
you provide an unbiased response about s
experience and skills so that any training gaps can be rectified

quickly.

Comments are an especially helpful part of the feedback
process. Please take time to make comments as specific as
possible and include examples where appropriate.

Please return no laterthan _ by e-mail to

1. Are you prepared torelease _ forat | O Yes [ No
least 16 weeks for the project?

22Has _ demonstrated OYes 0ONo
problem-solving skills?

3.Has _ demonstrated brainstorming O Yes 0O No
skills?

4.1s _— good at writing clear and O Yes 0O No

concise reports?

117



Key Performance Indicators

EXHIBIT 4.4 (Continued)

5.Is__ good at delivering O Yes 0O No
thought-provoking presentations?

6. Does __ have good interviewing O Yes 0O No
skills?
7.Has — demonstrated project O Yes 0O No
management skills?
81Is___ aself-starter? OYes 0O No
9. Has __ demonstrated innovation in OYes 0O No
the past?
10. Does _________ have advanced O Yes [ No
communication skills?
11.Is_____ an “active” listener? O Yes [ No
12. Does — have the ability to bring U Yes 0ONo

others on board?

13. Does — have a good track record in | [0 Yes 0 No
finishing projects s/he starts?

14.Is __ able to maintain a big-picture U Yes 0O No
focus while working on a project?

15. Does _________ work overtime to meet O Yes 0O No
agreed timeframes?

What are the three main strengths _ brings to this
project team?

What are the three main skill and experience gaps
has that need to be addressed before commencing this
project?
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Step 3 Worksheet: Establish a “Just Do It” Culture
and Process for This Project

This worksheet helps the team to do just that! The worksheet in
Exhibit 4.5 should be completed by the project team.

EXHIBIT 4.5 Establish a “Just Do It” Culture and Process Worksheet

1. Where will the key performance indicator (KPD
development process start? Will KPIs be
introduced as a common program in all teams,
or will some teams pilot the process so that
they can then be a leadership resource?

All teams at once OYes 0ONo
Pilot teams to lead the process OYes 0ONo

2. If pilots are to be used, the following criteria
may help decide which teams to select.
Desirable requirements for a successful pilot of
team performance measures (performance
indicators [PIs] and KPIs) include:

The pilot team(s) has been briefed and O Yes 0O No
understands the organization-wide critical
success factors (CSFs).

The pilot team(s) has been trained to use O Yes 0O No
this KPI book and the performance measure
database.

Pilot team members have already begun to U Yes [ No
exercise the authority that has been
delegated to them.

Pilot team members have been in a O Yes 0O No
workshop to understand performance
measures.

The pilot team(s) can be easily supported by | O Yes O No
the KPI team.

Pilot team(s) has a natural leader and O Yes 0O No
functions well under that leadership.
Management is happy to delegate decision O Yes 0O No

making to the team to allow corrective
action when a KPI is off track.
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EXHIBIT 4.5 (Continued)

3. What is the timeframe for KPI introduction? ___ Months

4. What level of resource support is available to support the
introduction of performance measures into teams?

5. What type of approval or validation process is
to be used to ensure that team performance
measures are aligned with organization-wide
CSFs?

Teams are to work with all organizational OYes O No
CSFs.
Database to record the CSFs the teams have | 0O Yes [ No
finally selected.

OYes 0O No
OYes 0O No
6. Will an external facilitator (mentor) be O Yes 0O No
available to help pilot teams develop their
performance measures?
7. Will in-house facilitators be trained by the O Yes 0O No

external facilitator to help?

8. Who has been identified to be trained as an in-house facilitator?
Name Title Location/Business Unit
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EXHIBIT 4.5 (Continued)

What three internal processes support a “just do it” culture?

What are the main three barriers to a “just do it” culture?

Supporting Notes for Exhibit 4.5
Question 1. Change does not occur at a uniform pace. Some
will embrace the concepts of partnership and empowerment
before others. Early results from these teams should be mar-
keted to those who are progressing at a slower rate.

At least three criteria can be applied to assist selection
of priority areas to pilot the introduction of winning KPIs
and associated performance measures:

1. Acceptability. Launch KPIs first in those teams that the
SMT members believe will be the most responsive to
the concept and the process.

2. Urgency. Launch KPIs in those teams that are respon-
sible for key processes that require the most urgent
performance improvement. Your key customers could
help identify these areas.

3. Consistency. Launch performance measures in teams
that need performance information to complement
change strategies already under way. These include:

Customer-first program teams
Process improvement teams
Benchmarking teams
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Questions 2 to 5. No notes required.

Question 6. It is essential to use an external facilitator
to bring alternative perspectives and expertise to both the
winning KPI project team and the chosen pilots. Although
the KPI project team, once trained, can offer assistance
to the pilot teams, it is important to avoid the blind leading
the blind.

Question 7. The best in-house facilitators of the process
are those team members displaying leadership within their
team. In-house facilitators should be trained in KPI devel-
opment, facilitation, training, and mentoring skills.

In the spirit of partnership and empowerment, it may
be appropriate to call for volunteers. This will depend on
how successfully this method has been used in the past.
When in doubt, use a targeted selection by management
of the best-skilled facilitators, countering the resulting initial
distrust with good communication and public relations.

Step 4 Worksheet: Setting Up a Holistic
KPI Development Strategy

The worksheet in Exhibit 4.6 should be completed by the project
team, having consulted widely with managers who have been
with the organization for some time, and been reviewed by
selected members of the senior management team. Some gaps
may appear, and additional documentation may be required
by the strategic planning team. It is important that the KPI
team does not get sidetracked into developing or refining the
strategy—they just need to identify the gaps.

Supporting Notes for Exhibit 4.6
Question 1. If you answered “no”to the existence of vision
and mission statements or a strategic plan, it is advisable for
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EXHIBIT 4.6 Holistic KPI Development Strategy Worksheet

1. Have any of the following been developed
for your organization?
Vision statement
Mission statement
Strategic plan
Identifying key strategies for achieving
the vision
Organizational values

O Yes
O Yes
O Yes
J Yes

O Yes

] No
J No
J No
J No

[ No

2. To your knowledge, what are the major
events or improvement programs that will
impact on the next 12 months? (Please list.)

Could these
events/programs
compromise the
KPI project?

O Yes 0O No
O Yes 0O No
U Yes [0 No
O Yes 0O No
U Yes U No
O Yes 0O No
O Yes 0O No
U Yes 0O No
O Yes 0O No
3. Has your organization identified and agreed | Yes [ No
on a strategy for pursuing better practice?
4. Does a partnership between management,
employees, and unions operate in relation
to this strategy?
Organizational strategy O Yes 0O No
Performance measurement O Yes 0O No
5. Taking into account all the change and
improvement strategies in progress, can you
answer “Yes” to the following statements?
Senior management has already clarified, | Yes [ No

or is prepared to clarify, the critical

success factors (CSFs) for the organization.
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EXHIBIT 4.6 (Continued)

Management accepts its obligation to O Yes 0O No
adopt a consultative approach to the
pursuit of better practice and the
introduction of KPIs.

Management is prepared to resource KPI | O Yes [ No
development through training, provision
of facilitators, and time off the job for
project team and employees.

Are there any key strategic issues that the project team
should be aware of?
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a separate project team to address these elements. This team
should communicate regularly with the KPI team. Although
the development of strategic direction requires senior man-
agement involvement, consultation with employees and cus-
tomers is highly beneficial.

If you answered yes to the existence of vision and mis-
sion statements or a strategic plan, you will need to obtain
those documents and possibly approval for the release of
the information contained in them to all the organization’s
employees. Any information that is deemed too sensitive for
release due to market competition will need to be redrafted
to allow communication to employees.

If you answered yes to the existence of a set of or-
ganizational values, you should review these to identify
the behavioral standards your organization is promoting in
relation to:

Access to information
Communication and consultation processes
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The introduction of change
You must keep these behavioral standards in mind as

you develop KPIs (following the 12 steps) to ensure that

the process aligns with the organization’s stated values.
Question 2. Depending on your location and position in the
organization, you may need to consult widely to develop
this list. Most large organizations will have a number of
change and improvement strategies under way or planned
at any given time.

Major events or already committed programs may re-
quire the deferral of the KPI project to a more convenient
time.

Question 3. For a change process to succeed, there needs
to be a holistic strategy for achieving performance improve-
ment that is developed, agreed to, and shared by manage-
ment and its employees or their representatives.

Question 4. Much of what follows relies on this partner-
ship’s being in place. If you cannot answer yes to question 4,
some major wide-ranging consultation is recommended be-
fore KPI development is pursued.

Question 5. You need three yes responses to be able to
commence a change strategy, based on partnership, de-
signed to achieve best practice. If you are unable to achieve
three yes responses, it may be advisable to review the gen-
eral principles in Chapter 1.

Step 5 Worksheet: Marketing the KPI System
to All Employees

A formal staff briefing road show is to be rolled out to all staff
to outline the changes associated with introducing KPIs into the
organization. By the briefing’s conclusion, all employees should
at least believe that they need to do something differently, and
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a core group should be clear about implementation issues and
how performance measures will be used.

Before you can explain the concept, you need to ascertain
the level of understanding among all staff. This is best achieved
through a survey. It is important to survey the SMT, middle
managers or supervisors, and employees and to record their
responses to these questions.

Marketing KPIs to All Employees Questionnaire

With the help of the human resources team, make a selection
of experienced staff covering all regions, levels of staff, and so
forth. This sample should not be greater than 200, less than 30,
or larger than 5% of total staff. Too large a sample will make
data mining more difficult and seldom raise any new issues.
(See Exhibit 4.7.)

Complete the worksheet in Exhibit 4.8 to ensure that all staff
concerns have been addressed.

Supporting Notes for Exhibits 4.7 and 4.8

Employee questionnaire (Exhibit 4.7). This question-
naire assesses current understanding of the purpose and
use of performance information. Generally, the more no re-
sponses, the bigger the educational task ahead. The answer
yes to the question “Existing performance information is
thought to be used to allocate blame” provides insight into
the current measurement culture.

The responses to “What are the three main issues that
should be addressed in initial employee briefings?” will high-
light issues that will need to be raised during initial em-
ployee briefings. These may include:

Why KPIs are being introduced. Discuss the organi-
zation’s current position, competitive/external pressures,
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EXHIBIT 4.7 Employee Questionnaire

The comment fields are a useful part of the feedback
process. Please take time to make comments as specific as
possible and provide examples where appropriate.

Please return no later than

by e-mail to

Please mark your response in the appropriate column.
SMT = senior management team, MM&S = middle
management and supervisors, S = staff.

Existing performance information in the organization is:

in a formal
manner

SMT MM&S S

Well understood 0O Yes ONo | OYes ONo | OYes [JNo

Easily obtainable O Yes ONo | OYes ONo | OYes [JNo

Used to aid O Yes ONo | OYes ONo | O Yes O No
improvement

Thought to be used | O Yes O No | JYes O No | O Yes O No
to allocate blame

Regarded as O Yes ONo | OYes ONo | O Yes O No
accurate/credible

Regularly reviewed O Yes ONo | OYes ONo | O Yes U No

What do you think will be the three main issues of concern
to employees with the introduction of KPIs?

What are the three main issues that should be addressed in
initial employee briefings?
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and future direction. Explain how KPIs assist in achieving

the desired future direction.

How KPIs will be developed. Stress the points at which

employee involvement, training, and consultation will

take place.

How KPIs will be used. Emphasize team and work group

use to achieve performance improvement.

What KPIs will not be used for. Develop a list, address-

ing employee concerns, of what KPIs will not be used for

(e.g., to reduce workforce size or discipline individuals).
Worksheet (Exhibit 4.8). This worksheet addresses lan-
guage, literacy, and numeracy issues in KPI briefings for
employees.

In the longer term, your organization may need to con-
sider specific programs to address the language, literacy,
and numeracy needs of its employees.

If you have significant numbers of employees with dif-
ficulties with language, literacy, and numeracy, your initial
briefing strategy (and your later KPI development process
at the team level) will need to be tailored to meet their
particular requirements.

In the short term, there are two options to help over-
come these potential barriers to KPI development and use:

English-language barriers. Generally, most non-—
English-language-speaking groups within an organization
rely on those in their group with the highest level of
English comprehension to act as translators. Therefore, to
achieve effective understanding of the purpose and use
of KPIs, you will need to direct briefings toward those
bilingual employees. These employees then will need to
receive assistance in briefing the employees in their lan-
guage group.

Literacy and numeracy barriers. Reasonable compre-
hension can be achieved by all if groups are structured
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so that employees with literacy and numeracy barriers are
not grouped together. Additional time should be allocated
in all briefing sessions for discussion in small groups to
allow these employees to confirm their understanding.

Road Show for Staff—and Getting It Right First Time

Objectives
Ensure that staff are fully aware of what is required to im-
plement performance measurement that works.
Fully understand the inherent hurdles this project will face
from the staff’s point of view.

Requirements
Workshop administrator to help coordinate attendees
At least three laptops, data show, screen, three electronic
whiteboards, quiet workshop space away from the offices

9:00 A.M. Introduction from local management.
9:10 A.M. Presentation by member of the SMT or a video
is shown. The content would include:
Introduction
The new thinking on key performance indicators
(KPIs) presentation, presented by a skilled presenter
from the project team:
The difference between the four types of perfor-
mance measures
The characteristics of a winning KPI—two stories
The 10/80/10 rule for performance measures
Critical success factors (CSFs) for the organization
Working through how to brainstorm performance
measures
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Why so many BSCs fail

The implementation program

How these new performance measures will affect
your day-to-day activities

9:50 A.M. Commence workshop 1, which will be
facilitated by a trained business unit or team
coordinator. Brainstorm as one large group the team
performance measures in a critical success factor (pick
one that will be relevant for most teams.)

10:10 A.M. Commence workshop 2. In small groups,
brainstorm team performance measures, using the CSFs
relevant to the teams. The teams are to come up
with 15 to 25 measures. (This task will take a further
10- to 16-week period to finalize for all business units
and teams.)

10:30 A.M. Break.

10:50 A.M. Recommence workshop 2.

11:20 A.m. Commence workshop 3. What are the hur-
dles this project needs to deal with, and what delegated
authority needs to be put in place?

12:00 Feedback from groups. A common understand-
ing is reached on the hurdles, and the best way
around them, and what delegated authority needs to be
given.

12:30 p.M. Lunch.

1:30 p.M. Recommence workshop 3. In small groups,
brainstorm team performance measures, using the re-
maining CSFs and SFs relevant to the teams. The teams
are to come up with 15 to 25 measures. (This task will
take a further 10- to 16-week period to finalize for all
business units and teams.)

2:30 p.M. Teams prepare a short presentation covering
some of their measures (afternoon break taken during
this session).
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3:30 p.M. Teams present their scorecards. (Members of the
SMT should be invited to attend this session.)

5:00 p.M. Close session.

Step 6 Worksheet: Identifying Organization-wide CSFs

The worksheets are included in Chapter 7.

Step 7 Worksheet: Comprehensive Recording of
Measures within the Database

The project team should complete the worksheet in Exhibit 4.9

to ensure all required information is captured in the database.

EXHIBIT 4.9 Ensure Comprehensive Recording Performance
Measures Worksheet

Check that there is a field in the database for each of the following:

Name of performance measure

Type of performance measure, key results
indicator (KRID), result indicator (RD),
performance indicator (PI), key performance
indicator (KPI)

Person responsible

System in which data is going to be gathered
Balanced scorecard (BSC) perspective(s)
Time zone (Past, current, future)

Frequency of measurement (24/7, daily,
weekly, monthly)

Link to critical success factors (CSFs) success
factors (SFs)

Teams interested in using measure
Suggested performance target

O Yes
O Yes

J Yes
[ Yes
[ Yes
[ Yes
[ Yes

O Yes

O Yes
O Yes

J No
J No

[J No
[J No
[J No
[J No
J No

O No

[ No
[ No
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Step 8 Worksheet: Selecting Team
Performance Measures

This step contains two discrete activities, which should be per-
formed in a workshop led by the project team or by an external
facilitator. These activities are:

Activity 1. Gaining an effective understanding of the orga-
nization’s CSFs.

Activity 2. Selecting team performance measures and con-
firming their suitability for collection and use.

These team members should be supported either by mem-
bers of the KPI team or by the external facilitator. It is important
that the facilitator is skilled at running workshops.

The worksheet in Exhibits 4.10 should be completed by
the members of teams who are looking at their performance
measures as a part of this project. Exhibit 4.11 provides the
worksheet for selecting team performances and confirming
suitability.

To determine whether a particular performance measure is
worth collecting, the team should consider:

Time spent on collection, collation, and analysis compared
to the value of results obtained from this information

Level of data accuracy (Can we achieve consistent accuracy?
Will the team make decisions based on this information?)
Timeliness of the data (Will information become available
in sufficient time to allow appropriate action?)

You will need to hold team balanced scorecard workshops;
some workshop exercises are provided in Exhibit 4.12.

133



=N R NS N

»
» » »
swmn
’ » 21qrssod » » uo pue [0y ur A1A1Pp 3y
soueld jo arnmyredop
91qIssod P P s 2 2 pue Teanre Apowmn “3g
AIUNWWO)/IUSWUOIAUY | SSID0IJ [EUINU] 1M0ID) UONDEJSNES JJBIS | UONdEjSneS | [eIUBUL] JOIDE,J SS00NG [BINLID)
pue Surured JowoIsn)

309 A9} 2Andadsiod yorym pue s;JSD S,UonezIuesIo
INO JJE JIOH ‘TRAIAINS WI-FUO] PUE YI[E3Y $II SUTWINIP 1yl SSUIY) 31 INOJE dJE UONEZIUESIO INO JOJ SISD Y1 Kem Swes oyl U] g

¢(s3uny Jo uoNIPUOd UIEIY JO UONIPUOD “3-9) Aofua am 1] Jo Aenb [edrsAyd oY) pue 241 9m SUO] MOY SUTWINIP ILY)

$J010%J JOfew oY) aI¢ 1eYA\ "Surog-[lom pue yIfeay [euosiod umo JnoAk Inoqe Juryy, ¢(SISD) SI0IEJ SS900NS [LdNIID A UBIW oM OpP JByM T

S4SD S, UoNEZIuESIO A JO SUIPUEBISIOPUN 2ANDSJH U SUIUTED 1199ysyIoM 1 AMANOY (0% LIGIHXA

134



ON M S9X M 93euew 01 sn d[oy $10198J [EINLID I3y SULINSEIW S0 ‘9

¢qareay reuosiad Ino

¢TeJ OS YoM SIY) PIAIYDE
Auewr MmOy Yoom sIy) pauue[d oJe SUOISSIS ISIDIIXD AUBW MOY ‘TedA 1949 1591 SunT “3'g

s3unjy Jo uonipuod “3g

SIEIA 92111 1SEJ JOAO SI[NSIT
JOIISITOYD JO 1TBYD ‘SYIUOW IDIY) ATIAD 159] [0IISI[OYD A[rep painsedwr arnssaxd poorg “8q

1783 JO UONIpuod “3'g

INSLIN

480

£9S9Y) 2INSEIW OM P[NOM MOY ‘YI[EIY JNO JUTWINDP 1BY) SISD) MIJ B dI¢ 9193 JI

‘urede yI1eay [euosiad JnoA INOge YUy, ‘¢

¢saanseaw dUewWIojIad pasu am op Aym ‘uorurdo Jnok ug ‘%

ON[ S$°AD ¢PI109]9s SEM JSD) YB3 AUM 39S NOA Ue) "¢

YIeaY s, uoneziue3Io INOA 109fJe A9Y1 AYm JOPISUOD PUE SIS ISIY] SSNISI(T

135



¢soanseow dduewIojIdd moy) dofassp wedl o4 djoy weal 109(oxd oy ued MO '8

uonsand

¢S9InseaWw dUBWIONIAd puE s§) INOge suonsanb [euonippe Aue 9AeY NOA O L

(ponuyuod) 01y LIIHXA

136



KPI Team Resource Kit

EXHIBIT 4.11  Activity 2 Worksheet: Selecting Team Performances
and Measures and Confirming Suitability

1. For each critical success factor (CSF) listed, develop some
performance measures for your team using this worksheet. The
measures from the brainstorming sessions should be recorded
immediately into the performance measures database.

(Continued)
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EXHIBIT 4.11 (Continued)

Average length of service of

# of social
functions planned

# of recruitments from internal
referrals in last three months Job

satisfaction
Turnover of key staff : I

in last three months

KS whose
remuneration
has not been

benchmarked in
last six months

# of incentive
payments to KS
that are late

Remuneration

KS paid below
benchmark

Retention of
key staff

# of recognitions made (KS)

in last 20 working days

# of CEO
recognitions
in last month, 2

months, 3 months Recognitions

of key staff

KS who have
not received
recognition in

# of KS featured in
last three months

press releases,
intranet newsletter

Sick leave taken by KS v

# of days leave taken in
last 12 months Work

i environment
Overtime hours worked

by KS (if available)

# of problems identified
by KS actioned

Career paths
for key staff

Performance
feedback

staff who have left this month

# of KS without agreed goals

# of KS who have presented
to SMT or the board

# of KS that have mentors

# of KS with career paths

# of key positions
with succession
planning

New branch

# of KS who have attended
executive management
courses

# of KS booked

to attend executive
# of KS who are

) management
workingona  gorses in next
major project  gix months

# of KS who have not

had informal feedback
on performance in last
three months

KS who have not had at least a
week’s vacation in the last
six months

KS with no vacation scheduled
in the next six months

% of KS covered by
360-degree evaluations

# of applicants
for vacancies
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EXHIBIT 4.11 (Continued)

For each brainstorming session on a critical success factor (CSPF),
list the proposed performance measures on this worksheet. The
brainstorming sessions should be performed on flip charts.

2. Confirming availability of information. For each performance
measure, answer the following:

Who collects | Is it cost
it and how effective to
Possible performance measure frequently? collect?

0 Yes [ No
0 Yes [ No
0 Yes [ No
0 Yes [ No
0 Yes [ No
U Yes U No
0 Yes [ No
O Yes [ No

3. If the information required is not already available, could it be
developed, and if so, is it worth the effort?

Possible performance measure
where data is not available
(from Step 2) How would it be collected?
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EXHIBIT 4.12 Team Balanced Scorecards Workshop Exercises

Workshop 1: Brainstorm performance measures for the top five-to-eight

CSFs that have been identified

Learning Outcome: Ascertain the five to eight CSFs that are relevant to

XXXXX
Steps Time
1. Select a chairperson—their role is to ensure 5 minutes
everybody understands the outcome, understands
the instructions, has an opportunity to contribute.
2. Select the CSFs that are relevant to your team. 5 minutes
3. Brainstorm the selected CSFs, check to see that you | 60 minutes

have a balance of past, current and future
measures. One person should record the measures
on the existing team scorecard template and save
in a specified area on the hard drive.

(split over
two sessions)

4. Select some other relevant SFs and brainstorm
them.

30 minutes

5. Each work group reports back on two or three

3-5 minutes

measures, stating how it is to be measured, what for each
type of measure it is, how the measure has been group
fine tuned (please do not discuss measures already
covered by other teams).

Workshop 2: Completing the team performance scorecards

Learning Outcome: Refining your likely team performance measures

template referring to all the measures from
workshop 1.

Steps Time
1. Use same chairperson from workshop 1.
2. Working in teams, fill out the team scorecard 1 hour

3. Check back against the six BSC perspectives for
any missing measures.

20 minutes

4. Each group reports back on their measures; discuss
only those that have already been raised.

5 minutes
for each

group
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EXHIBIT 4.12 (Continued)

Workshop 3: Reviewing performance indicators checklist for other
measures

Learning Outcome: Refine your team scorecard

Steps Time
1. Working by yourself, review the measures we have 10 minutes
discussed and fine-tune your scorecard.

2. Clean your scorecard; take care in removing rows! 10 minutes
3. Present your scorecard to the group, covering the 5 minutes
measures that have not already been discussed. for each

scorecard

Step 9 Worksheet: Selecting Organization-wide
Winning KPIs

The worksheet in Exhibit 4.13 should be completed by the KPI
project team.

EXHIBIT 4.13 Selecting Organization-wide Winning KPIs Worksheet

1. Have up to 10 KPIs been identified (fewer is O Yes 0O No
better than more)?

2. Have all KPIs been linked to strategy? O Yes 0O No

3. Have all KPIs been included in team 0 Yes 0O No
performance measures?

4. Are all KPIs understood by all team members? | O Yes [ No

5. Have you run all KPIs through the KPI checklist? O Yes 0O No

6. Have checks been made to ensure that KPIs do | 0 Yes O No
not include KRIs, RIs, or PIs?

7. Have simple systems been established to O Yes 0O No
report movement in KPIs as they occur?

8. Have all perspectives been covered by the O Yes 0O No
KPIs?

(Continued)
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EXHIBIT 4.13 (Continued)

KPI Checklist

KPI checklist of
characteristics

Insert KPI name at the top
of each column

Nonfinancial measures
(not expressed in dollars,
yen, pounds, euros, etc.)

Measured frequently (e.g.,
24/7, daily, or weekly)

Acted on by CEO and
senior management team

All staff understand the
measure and what
corrective action is
required

Responsibility can be tied
to a team

Significant impact (e.g.,
affects one or more of the
critical success factors
[CSFs] and more than one
balanced scorecard
perspective)

They encourage
appropriate action (e.g.,
Has a positive impact)
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EXHIBIT 4.14 Designing a Dashboard for the Board with KRIs
‘Worksheet

Learning Outcome: Develop a performance measure report for
the board

Steps Time

1. Select the chairperson, whose role is to ensure
that everyone understands the outcome,
understands the instructions, and has an
opportunity to contribute.

2. Review the output from the earlier focus group 15 minutes
workshops.
3. Working with the CSFs you have already 30 minutes

brainstormed for measures, discuss the likely KRIs
that best summarize progress within these CSFs.

4. Design a graph for each KRI you have come up 20 minutes
with. One person in each work group is to draw
the graphs carefully, as these will be photocopied
and viewed by other groups.

5. Each group reports back on its suggested graphs | 5 minutes
(once photocopies have been returned.) for each

group

In order to finalize the KRIs to be reported to the board,
you will need to hold a workshop with some members of the
original focus group. See the workshop outline in Exhibit 4.14.

Step 10 Worksheet: Developing Display, Reporting,
and Review Frameworks at All Levels

The project team should complete the Step 10 Worksheet to
ensure that measures are reported using appropriate templates
(see Exhibits 4.15 and 4.16). An example of a completed team
scorecard is set out in Exhibit 4.15.

Exhibit 4.16 presents the worksheet for setting team goals.
This worksheet should be completed by each team.
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Xxxxx
Balanced scorecard for the Finance function

As at 31 March xx

Customer focus | Project status
Customer focused initiatives This month| Target X500
[Accounting system downtime (8am - 6pm) 30 mins <60 mins Matrix [
Last update of intranet page 8/1/2001 weekly P s |
Service requests outstanding 24 15
Service requests closed in month 8 (40%) 60% Yoo |
Program visits to budget holders 4 6 Xoox [
Policies and procedures updated on the o ; Budget system
intranet
Initiatives underway based on satisfaction » . Balanced scorecard [
Survey Grants system [
Usage of G/L by management  |This month| Target Revenue forecast
Managers accessing the G/L (#) 2 10 0% 25% 50% 75% 100%
Managers accessing the G/L (time) 30 mins 2hours ODone  DOn-Track DOBehind M Risk of Non-Completion
Suppliers on accounts payable ledger 600 400
Internal Process Learning & Growth
. This
Efficiency measures This month| Target Training needs outstanding month YTD
report to budget holders 2 By day 2 CFO 0 2
report to Xxxxx 5 By day 5 Finance 0 5
Finance report to Xxxxx 10 By day 10 | | [Mngt Accounting 0 3
% of payments made by direct credit 80% >75% Accounts payable team 0 2
# of strategic supply relationships 1 4 [Accounts receiveable team 1 2
# of accounts paid late 12 <20 [Average for all accounting staff <0.2 25
# of customer calls in test week 15 <20
% of invoices issued on time 90% 99% Coaching sessions current target
Number of staff who have had one-on- i
Projects completed on time on budget 44% 80% umber of staff who have had one-on-one coaching 0 4
sessions
Ci i Current Target
Projects in progress 7 <8 Performance reviews current target
' Staff members I7who have had 2 performance
Reports/documents stillin draft mode 10 <5 reviews in the last year 10 23
Environment and communit Finance team satisfaction
Current Target current target
Presentations given to local professional 1 >3inyear || |No. of formal staff recognitions made in the month
Bodies 1 >2
Number of Finance staff involved in 10 5 o 2
community activities Staff functions planned for in next three months >
Finan
A il profile
% spent of this year's capital expenditure 2"‘
08
0.6 2 P
04 1 e
o . k‘/r——l
X ¥ ¥ X x ¥ ¥ % ¥ % % X
c o 5 & c 5 © 2 5 3 3
0 s ¢ 2 2% 3 3 2 8 38 2 8
- N o T 0 © o u
b g ? i 2 £ & 5,
E E E E E E 5 I ¢ Annual Plan == = Forecast Cumulative
& ki 2@ 2@ & & 2 °° —A— Actual Cumulative Last Year
|
XXXX XXXX XXXXX XX XXXXXXX XXXXXX XXXXX XXXXXX
XOXOOOONNNE XXX XXXXXXXXXXXXXXX XXXXXX XOXOONXXXXXX XXXXXXX XXXXXXXXXX XXXX XXXXXXXXXXX XXXXXXXXXX XXXXX
XXXXXX XXXXX XXXXXX
XXXXXXXXX XXXXXXX XXXXXXXXXXXXXXX XXXXXX ~ XXXXXXXXXXXX XXXXXXX
DOOOONXXX XXXX XXXXXXXXXXX XXXXXXXXXX XXXXX XXXXXXXXXXXXX XXXXXXX XXXXXXXXX XXXXXX XXXXX XXXXXX
DOOOOOOOXOOONE XXXXXXX XXXXXXXXX XXXXXX XXXXX
Action to be taken:
DOOOOONNNNK XXX XXXXAXXXXXXX XXXXXXXXXX XXXXX XXXXXXXXRXXXX XAXXXXXX XXXXXXXXX XXXXXX XXXXX XXXXXX
XXXXXXX XXXXXX XXXXX
XXXXXXXXX XXXXXXX XXXXXXXXXXXXXXX XXXXXX ~ XXXXXXXXXXXX XXXXXXX
DOOOONNXXX XXXX XXXXXXXXXXX XXXXXXXXXX XXXXX XXXXXXXXXXXXX XXXXXXX XXXXXXXXX XXXXXX XXXXX XXXXXX
DOOOOOOONNK XXXX XXXXXXXXXXX XXXXXXXXXX XXXXX  XXXXXXXXXXXXXK XXXXXXX XXXXXXXXX XXXXXX XXXXXXXXXXXXXXX XXXX
DOOOOOOOOONE XXXXXXXXXX XXXXX XXX XXX XXXXXXX XXXXXXX XXXXXXXXX XXXXXX XXXXX

EXHIBIT 4.15 Team Scorecard
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EXHIBIT 4.16 Team Worksheet for Completion

1. Where will results of performance measures be displayed each
week?

Options include:

Team notice board OYes 0O No
Team meeting room O Yes 0O No
Canteen/eating areas UYes [ No
Team intranet page U Yes 0O No
Other (company newsletter) OYes ONo

2. When will team/division/department/area performance
measures be reviewed?

3. If there are key performance indicators (KPIs) in your area of
influence, what immediate action should be taken to correct
KPIs that are off target?

Action staff should take
immediately (already have
KPIs delegated authority)

For business unit and organization scorecards, look at the report
format section.

For each performance measure, a team should select a tar-
get for a month or for the next 6 or 12 months. Use any knowl-
edge gained about better practice in your company or indus-
try. Where a benchmark performance level can be established,
use it.

Set some targets as a relative measure (e.g., 5% better than
the average for the benchmark group). This ensures a stretch
target as the team will never know how well the other teams
are doing until after the event. When goals are achieved, the
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team should celebrate its success and inform management, other
teams, and customers.

Step 11 Worksheet: Facilitating the Use of KPIs

The road show, as outlined in Chapter 3, is best run by a local
facilitator who has been trained by the KPI team. A local facili-
tator who has working knowledge of the teams attending so in
most cases it would be an in-house staff member.

The use of a video is important because the CEO will not be
able to get to all units in the required time. It is important that
the video includes a very professional done presentation from
the KPI team. It get a really good recording this 20-30 portion
would need to be practiced and recorded between ten to fifteen
times. It is important that Public Relations experts have briefed
the presenters so that they sell the change based around the
emotional drivers. See Exhibit 4.17 for an outline for a video
road show.

In addition, there is a need to assess the training needs of
the staff. The worksheet in Exhibit 4.18 will assist the project
team to assess these training needs. By this stage, these items
should have been completed:

Team performance measures
KPI reporting frameworks
KPI display areas

Step 12 Worksheet: Refining KPIs to Maintain Their
Relevance

A review mechanism must be established to ensure contin-
ual improvement. Greater understanding of performance mea-
sures leads to refinement in KPI measurement. It is important
that performance improvements are logged as they develop.
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EXHIBIT 4.17 Video Road Show for Staff—Getting to Know the KPIs

Objectives
Ensure that all operational staff members who are to operate
with the KPIs are aware of who is to collect data and by when,
the systems to be used, the monitoring and action to be taken by
SMT, and the delegated empowerment that employees have to
correct situations as they rise on a 24/7 basis

Requirements
Workshop administrator to help coordinate attendees
At least three laptops, data show, screen, three electronic
whiteboards, quiet workshop space away from the offices

9:00 A.M. Introduction by local senior manager
9:10 A.M. Show the video:
Introduction by CEO
The new thinking on key performance indicators
presentation (a recording of a presentation by a skilled
presenter from the project team):
The critical success factors for the organization
Selling the benefits through the emotional drivers
How the KPIs are to be collected and reported
Example of expected correction action that employees
will be expected to take
The importance to the organization
Closing motivational statement by CEO

10:00 .M. Commence workshop. Brainstorm in groups of
five to seven, from different teams, the fail-safe procedures
that will need to be adopted to ensure these KPIs are kept in
the acceptable ranges. Also discuss the required delegated
authority to ensure immediate corrective action can be taken
by staff.

10:30 A.M. Break.

10:50 A.M. Recommence workshop.

11:20 A.M. Feedback from groups and a common
understanding is reached on the delegated authority and
what expected actions are to take place.

12:00 Conclusion and lunch.
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EXHIBIT 4.18 Assessment of Training Needs Worksheet

Do training and appraisal processes need
to be introduced for middle management
to ensure they participate in a better
practice approach to performance
improvement?

O Yes 0O No

Should reward options be introduced to
encourage employee participation in
performance improvement activities
using KPIs?

O Yes 0O No

If yes, list potential options for the senior
management team (SMT) to consider.

Is the Human
Resources (HR)

Options team supportive?
0 Yes [ No
U Yes 0O No
U Yes 0O No
U Yes 0O No
O Yes 0O No
O Yes 0O No
O Yes 0O No
O Yes 0O No
O Yes O No
U Yes [ No
U Yes 0 No
U Yes 0 No

However, changes should be made only when the whole pro-

cess is reviewed at about the 6- or 12-month mark.

It is important that KPIs are not revised in fewer than six

months of operation to avoid a constantly changing environ-

ment (which hinders measurement). The review of CSFs and
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resultant modification should be done with the same level of
consultation as the original development process.

The worksheet in Exhibit 4.19 should be completed by the
project team to ensure that all KPIs remain relevant.

EXHIBIT 4.19 Refining KPIs to Maintain Their Relevance

Months

1. Selecting an appropriate review timeframe: 6 12 18
Key performance indicators (KPIs) O O d
Organization-wide performance (] 0 0
indicators (PIs)
Division PIs & result indicators (RIs) O O d
Team PIs & RIs (] O U
Key result indicators (KRIs) O d O

2. Since critical success factors (CSFs) were established, what
major changes have occurred in markets and the external
environment within which your organization operates?

3. Do any of these changes:

Reduce the significance of current CSFs? O Yes 0O No
Suggest the need to modify or create O Yes 0O No
new CSFs?

Require change to organization-wide O Yes [ No

KPIs as a result?

4. How will new CSFs be communicated to all levels of the
organization?

(Continued)
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EXHIBIT 4.19 (Continued)

5. For each KPI and KRI, indicate the level of change achieved in
performance over the past six months:

Performance Performance Current
measure six months ago performance
6. Has improvement in any team performance OYes 0ONo

measures reached the maximum possible level
given current circumstances?

7. If yes, are your customers satisfied with the O Yes 0O No
performance level now being achieved?

8. If yes, what are the risks associated with replacing these
performance measures with other, new indicators?

Current performance Risks if replaced
measure

9. If there are no serious risks, what new performance measure
could be introduced?
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In addition, the project team will need to hold some
workshops. Exhibits 4.20 and 4.21 provide outlines of these
workshops.

EXHIBIT 4.20 One-Day Focus Group Revisiting the Performance
Measures

Objectives
Revisit the performance measures with a key group of staff and
management.
Learn from experience and enhance the value gained from using
performance measures.

Requirements
A focus group selected from 15 to 30 experienced staff members
covering the business units, teams, area offices, and head office,
and covering the different roles from administrators to senior
management team members
Workshop administrator to help coordinate attendees
At least three laptops, data show, screen, three electronic
whiteboards, quiet workshop space away from the offices

9:00 A.M. Introduction by CEO
9:10 A.M. The current status of performance measurement in
the organization:
The success stories
What has not worked so well
The lessons learned
The current issues
The new technological solutions available
10:00 .M. Commence workshop 1. Revisit the critical
success factors (CSFs) of the organization to see if they
are still relevant and whether any new ones should be
included.
10:30 A.M. Break.
10:50 A.M. Commence workshop 2. Perform relationship
mapping on any new success factors to see if their impact
warrants them being added to the CSFs.

(Continued)
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EXHIBIT 4.20 (Continued)

11:20 aA.M. Commence workshop 3. Redesign the KRIs for the
board.

12:00 Lunch.

12:45 .M.  Commence workshop 4. Brainstorm performance
measures for any new CSFs.

2:00 p.M. Workshop ends.

EXHIBIT 4.21 Team Performance Measures Workshop Exercises

After a suitable timeframe (no sooner than six months), each team
should hold a two-hour workshop to revisit the measures.

Revisiting team performance measures workshop

Learning Outcome: Refine your likely performance measures

Steps Time

1. Select a chairperson, whose role is to ensure
that everyone understands the outcome,
understands the instructions, and has an
opportunity to contribute.

2. Brainstorm, using mind-maps, new measures in | 60 minutes
any new CSFs that have arisen from the one (split over
day focus group. One person should record two sessions)
the measures on the existing team scorecard
template and save in a specified area on the

hard drive.

3. Check back against the six BSC perspectives 15 minutes
for any additional measures.

4. Each group reports back on their measures; 3-5 minutes
discuss only those that have already been for each
raised. group
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Two-Hour Team Workshop to Revisit Team Scorecard

Objectives
Revisit the performance measures.
Learn from experience and enhance the value gained from
using performance measures.

Requirements
One laptop, data show, screen, quiet workshop space away
from the offices.

9:00 A.M. Introduction from team leader.
9:10 A.M. The current status of the team scorecard:
Which measures have worked
Which measures have not worked so well
New CSFs or SFs that should be brainstormed
9:40 A.M. Commence workshop. Brainstorming perfor-
mance measures for all new critical success factors (see
Exhibit 4.21).
10:40 A.mM. Finalize new team scorecard.
11.00 A.m.  Finish workshop with morning coffee.
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CHAPTER 5

Templates for Reporting
Performance Measures

he reporting framework must accommodate the require-

ments of different levels in the organization and the report-
ing frequency that supports timely decision making. This chap-
ter presents some better-practice formats that will help speed
up this vital step.

This chapter should be read in conjunction with the
whitepapers and books written by Stephen Few, see www.
perpetualedge.com.

Reporting Key Result Indicators
in a Dashboard to the Board

A dashboard should be a one-page display, such as the exam-
ples in Exhibits 5.1 and 5.2. The commentary should be included
on this page.

A good dashboard with the key result indicators (KRIs) go-
ing in the right direction will give the board confidence that
management knows what it is doing and that the ship is being
steered in the right direction. The board can then concentrate
on what it does best: focusing on the horizon for icebergs in
the first-class lounge instead of parking themselves on the ship’s
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Dashboard for Board - March 20xx
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EXHIBIT 5.1 Nine-Graph Dashboard Example

bridge and getting in the way of the captain, who is trying to
perform the important day-to-day duties. Ten examples of KRI
board dashboard graphs can be found in Exhibit 5.3.

Customer Satisfaction

Customer satisfaction needs to be measured at least every three
months by using statistical samples and focusing on your top
10% to 20% of customers (the ones that are generating most
if not all of your bottom line). This process does not need to
be overly expensive. If you think once a year is adequate for
customer satisfaction, stick to running a sports club; you are not
safe in the public or private sectors.
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Top 10% of customers satisfaction
100%

80% 1 /
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20% 1
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EXHIBIT 5.3 KRIs for a Board Dashboard

Employee Satisfaction

This is no different or less important than customer satisfaction.
As one person said, “Happy staff make happy customers, who
make happy owners.” If you believe in this connection, run a
survey now! A staff satisfaction survey need not be expensive
and should never be done covering all staff; instead, it should
be replaced by a rolling survey with a vertical and horizontal
slice of the management and staff.!

Employee satisfaction

80%

o0 //\ \/

40% A
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0%

x > x x x
x x x x x
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= 3 n o =
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Value of New Business

All businesses in the private sector need to focus on the growth
of their rising-star products. It is important to monitor the pickup
of this new business, especially among the top 10% to 20% of
customers, who create most of the bottom line.

Value of new business $m

x x x x x x x x x x x x x x
x x x x x x x x x x x x x x
() [oX ° > (o] [ Ke) ‘“-5 ‘5_ > c =1 D [oR
2§ o 28 8¢ =<8 35 2 8
—— New product 1 New product 2
New product 3
Net Profit before Tax

Since the board will always have a focus on the year-end, it is
worthwhile to show the cumulative net profit before tax (NPBT).
This graph will include the most recent forecast that should be
updated on a quarterly basis bottom-up. This is the only KRI
graph that starts at the beginning of the year; the rest should
show a rolling 15- to 18-month trend.
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NPBT Year to date
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Return on Capital Employed

Return on capital employed (ROCE) is the old stalwart of re-
porting. The difference now is that ROCE is no longer a key
performance indicator (KPD) but a key result indicator (KRD).
This graph needs to be a 15- to 20-month trend graph.

Return on capital employed
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Cash Flow

The cash flow graph goes back at least 12 months and should
be projected out at least 6 months forward.

Cash Flow

L LR

== Operating === Investing —=- Financing

Expenses as a Ratio to Revenue

The board should be interested in how effective the organization
has been in utilizing technology and continuous improvement
to ensure that cost of operations is tracking well against revenue.

Expense-to-Revenue ratio
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45% | A
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Health and Safety

All boards are interested in health and safety; the well-being of
staff is a much higher priority these days than it was in the past.

Reported accidents
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Capacity

Monitoring the capacity of key machines and plant should go
forward at least 5 to 12 months. The board needs to be aware
of capacity limitations, and such a graph will help focus board
members on new capital expenditure requirements.

Capacity / utilization
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Operational Efficiency

Operational efficiency is a composite index based on a variety
of statistics, such as delivered in full on time, portion of idle
machine time (measuring key machines only), and the like.

Operational efficiency
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Reporting Performance Measures to Management

Measures must be reported to management in a timely fashion.
As mentioned throughout this book, key performance indicators
(KPIs) need to be reported 24/7, daily, or at the outside weekly;
other performance measures can be reported less frequently,
such as monthly and quarterly.

Daily Reporting

The main KPIs are reported 24/7 or daily. Exhibit 5.4 shows
how they should be reported on the intranet—some form of
table giving the contact details, the problem, and some history
so a call can be made and the manager cannot hide poor per-
formance.
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Another benefit of providing senior management with
daily/weekly information on the key performance areas is that
the month-end becomes less important. In one company where
there is a 9 o’clock report every morning, management holds
a sweepstakes on the month-end result. Talking about the
monthly numbers is a small part of the meeting, which hap-
pens in the first week of the following month. In other words,
if organizations report their KPIs on a 24/7 or daily basis, man-
agement knows intuitively whether the organization is having a
good or bad month.

Weekly Reporting

Some KPIs only need to be reported weekly. Exhibit 5.5 is an
example of how the KPIs could be presented. Note that while all
the KPIs will be graphed over time—at least 15 months—only
the three KPIs showing a decline in performance would be
graphed. The other two KPI graphs would be maintained and
used when necessary.

Monthly Reporting

Performance measures can be shown endless ways, whether in a
balanced scorecard or not. Performance measures can be shown
through icons, gauges, traffic lights, and so on. Exhibit 5.6 is an
example of a Stephen Few dashboard.

Too often too little thought goes into the design of these
management reports. A must visit for all report designers is
Stephen Few’s Web site www.perceptualedge.com), where you
can access, free of charge, many high-quality white papers on
graphical displays.

His book on dashboard design is also highly rated.?
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Top five KPIs
Weekly report xx xxxx 20xx

Top 5 weekly KPIs Target Result Rating

XXXXXXX XXXXX XXXXX (see graph below)
XXXXXXX XXXXX XXXXX (see graph below)
XXXXXXX XXXXXXX XXXXXXX.

XXXXXXX XXXXX XXXXX (see graph below)

OO

XXXXXXX XXXXXXX XXXXXXX..

Issues:
16% XXXXXXXXXXXXXXXXXXXXXXXXX

12%

o Actions to be taken:

;>

4%

0% +

Wk-9
Wk-8
Wk-7
Wk-6
Wk-5
Wk-4

Wk-13
Wk-12
Wk-11
Wk-10
Wk-3
Wk-2
Wk-1
This week

| = Actual = Target

Issues:
16% XXXXXXXXXXXXXXXXXXXXXXXXX

12%

o Actions to be taken:

2}>

4%

0% +

®© N - O o ® N © W ¥ O g - ox
PiirsEiissEii
£ 333 H
2
&

= Actual ——Target

AXONXXXXXXXXXXXXXXXXXXX Issues :

1,600

1,200

500 Actions to be taken:

o %
Wk-13 [ )
W12 fmr——
LS R s —
(UL e —
Wk-8 ]
S s m—
Wk-6 [
Wks [ )
Wk4 )
Wk-3 [
Wk2 mr————

Wk-10 3
Wkt ]
Thisweek [T

B XXXXXX oyyyyyy

EXHIBIT 5.5 Top five KPIs Weekly report xx xxxx 20xx
166



preoquse So[es

96 LIGIHXH

(s000°1$)
0°00L oz 09 0s ov 0e 0z ot 0 000k 0sz 002 ©0Sk 00L 0S O
eIl €602 1 e @ sl 72910} | — 1se3 3IPpPIN
Ll veL'Te T —— g€l ¥6E'6LL S EOLIBWY YINOS
2le  vse'ee 1 s ) /2C  99.'G6} | —— elsy
eve  9e6'vY v'€g 598102 S adoing
§'Ge  eLely €82 S8S'eve BoLBWY YLUON
% [enjoy 196.e] sa auljadid pue [enjoy % |enjoy 10b1e] SA [Enjoy uolbay
(1961ely %G/ 1 ‘906 MM ‘aulladid ‘enoy mm ) 1D 8nNusA8Y  (1ebreLy ‘enoy m )
%SGT %02 %Sh  %0L %S %0 (s000°1$) (soot)
0SGL S2L 00k G2 0S S2 O 0S2 00c 0Sk 00 0S O
s18yl0 IV )
BIeQ 1sentey ve9'es | — | —— 10418\
Saul/ usp|on £2€°09 — e OUE|g UBUBIANES
1s8g SJaUIUIA PE6'SOL | — | — Keuuopieyd
I fuedwoduno -
‘ — —— I
s)uids ueisA|g |spugulz
sebeianag oug £00'6Y + —— — joulaqe)
19)Je| [B10] JO % Auedwo) anuaney 1ob.e| SA enuanay 10b1e] SA spun 1onpolid

aleys 19yie

(s000'+$)
0s oy o0e 02 O

)

Hay| pue jaiieg
EEmm—  }SOQ SJOUJUIA UBDLIBWY
— sayg pue sdis
s AUedWwo) abelaNag BY |
aby aup Jo siuids
“ou| BUIA 8U} JO Jni4
SN Y, SeUIMm

81015 8uIM Big ey
Jawoisn)

- NM T 0O~ 0

18}/enp siy} enuanay

(euljedid m ‘enoy mm) \_QCMSO SIy] siowoisn)d g QOn_n

dieH

(10bueL] ‘remoy m)

%0S + %001 %08 %0
%6+ | —— aleys e
S/eLY EEnEEessss——  UO!JOBISIES ISND
PAzAS | oeessssssssmm ~S/OWO}SND MON
%6 esss—— /15120 SWIL UO
992'5$ 1 mmmmmms = ©Z!S JopIQ Bay
G98'€61$ | — Hoid
v6€'C16$ ] enuaney
[enjoy 1061e] JO % OB
( poon [ Kiojoeysnes g Uood “yebueL | ‘remoy M)

(¥002 ‘6 } Joquieda( jo se ejeq)

pJeoq

o
——
~—

NN—
—_—

SUIO 21 1sBd
LA enuanay

o —_
——
—
\ll\'\l\
—_—

SUIUOW 21 1sed
dLA s9les 1onpoid

o —~——
\l\,\")
SUIUO 2| 1sed

ALA soue|N Ay

yseq so|es

167
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Stephen Few’s contribution to report design is immense.

His workshops, books, whitepapers and articles are a must

attend/read for all those involved in reporting performance to

the

Board, senior management, staff and the general public. All

reporting of winning KPIs and other performance measures is

vastly improved if one adopts his design techniques in all forms

of balanced scorecard reporting.

Few has come up with a very useful list of 11 common

pitfalls in dashboard design:

6.

7.

8.

9.

168

.Exceeding the boundaries of a single screen (where man-

agers have a multiple choice as to what they can see—
in other words the designer has not determined what is
important).

.Supplying inadequate context for the data. (Graphs which

do not clearly show what is good or bad performance).

.Displaying excessive detail or precision (not rounding

enough).

. Expressing measures indirectly (Few prefers, on occasion to

to hold one data series as a constant and express the other
as a percentage deviation).

.Choosing inappropriate media of display (choosing the

wrong graph, especially a pie chart; using a graph when
a table would be better; etc.).

Introducing meaningless variety (using a myriad of different
graphs on one page, just because we can do them).

Using poorly designed display media (lack of thought re-
garding the real issues).

Encoding quantitative data inaccurately (by setting the start-
ing scale away from zero).

Arranging the data poorly (by not linking issues together
and not positioning graphs on the same point together).



Templates for Reporting Performance Measures

10. Not highlighting what is important (all data competing for
attention).

11. Cluttering the screen with useless decoration (too many
rocket scientist’s toys).

Each one of these pitfalls is explained in detail in his white
paper on the topic.?

Reporting Performance Measures to Staff

Team Balance Scorecards

Exhibit 5.7 is an example of a team scorecard using Excel. Excel
is a useful tool to design and test a template before a more
robust and integrated solution is sourced.

Some providers supply graphs, help you develop them, and
then charge by usage. One such provider is Ergometrics (www.
ergometrics.com).

Exhibit 5.8 presents another speedometer report. Exhibit 5.9
explains how the graphs in Exhibit 5.8 are interpreted.

Reporting Organizational Progress to Staff

It is a good idea to have some form of monthly icon report for
staff, a report that would not be damaging to the organization
if it found its way to a competitor. Icon reports are ideal, as
they tell you what is good, what is adequate, and what needs to
be improved without giving away core data. Exhibit 5.10 is an
example of an icon staff report that covers the CSFs and reminds
staff about the strategies.
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IS Team's Scorecard

Customer focus [[Projects Status |
Help desk Current Target
Programme visits to managers 4 6
Service requests outstanding (faults, " 15 000
works requests)at month end _
Service requests closed in month 45 55
9% Fixed by Help Desk from 1st call 55% 65% 00K
Initiatives underway based on satisfaction survey 0 5 by 30/6/xx
e ——
Services outages Vs SLA's Current Target 0% 25% 50% 75% 100%|
Werage Mainframe Response Time <0.75 sec 220
Outage time per month / # of times ODone  [On-Track  MBehind  MRisk of Non-Completion
Servers (file and print) None <thr/mth
Servers (email) None <1hr/mth .ear| ro!
Servers (transactional) 15 mins /5 <1hr/mth Internal capability Current Target
1SSP This cycle | Target No. of training hours provided by Key Staff 2 | 8/ month
Programme visits to managers 4 12 In-house training courses for IS staff 0 2 per year
Presentations of ISSP to managers 2 6 Post project reviews (PPRs) Current Target
No. of PPRs participated in 1 2 per year
Initiatives underway based on PPRs 0 4by 30/6/0X
[ Thlernalprocess | |PPRs completed on IT projects 0 2 per year
Disaster recovery Current Target_| | [Developing Intellectual Capital Current Target
Backup every night 100% 100% Succession plans for key positions. 2 5
Months since last back-up tested at remote site 3 <4 Staff who have had a coaching session in last month 3 10
Rolling checks on C drives 25 40 Staff who have verbal feedback about performance in month s 16
Our ability to deliver Current Target IS team satisfaction
% of jobs completed on time on budget 4% 60% current target
% of time of developers spent on high 55% 65% No. of formal staff recognitions made in the month 1 2
priority / high value work >
Staff trained to use xxxxxxx 45 150 Staff functions planned for in next three months 0 >2
Completions Current Target Financial
Projects in progress. 7 <8 N -
Reports/documents still in draft mode 15 <5 0 IS Function Expenditure
- ) Project val
Progress on major IS capex projects °‘e?k aluel  status 450 ]
-
==
o 495 I |20
xxx 145
150
xxx 970 _
Environment and community 0 +— = = = = = = = = = = =
¥ 0¥ ¥ ¥ ¥ ¥ ¥ %X ¥ ¥ ¥ %
Current Target B g 5 2 z < 3 =3 o S 3 g
Presentations given (o local professional Bodies | 1IN1ast12 | 31 year 5ok = = S = 8 Z a
Number of Fi  involved ; months y W Annual Plan ‘e Actual Cumulative
jumber of Finance staff involved in community >15 R e
activities
ings:
XXXX XXXXX XXXXXXX XXXXXX XXXXX XXXXXX
XXXXXXX XXXXXX XXXXXXX XXXX XXXXX XXXXXXX

XXXXXXXXX XXXXXX XXXXX XXXXXX
XX

XXXXXX  XXXXXXXXXXXX XXXXXXX
XXXXX XXX

XXXX XXXXXX XXXXX XXXXXX XXXXXXXXXXXXX XXXXXXX XXXXXXXXX

XXXX
XXXXXX XXXXX

Action to be taken:

XXXX XXXXX XXXXXXX XXXXXX XXXXX XXXXXX XXXXXXXXXXXXX XXXXXXX XXXXXXXXX
XXXXXX XXXXX
XXXXXXX XXXXXX XXXXXXX
XXXX XXXXX XXXXXXX XXXXXX XXXXX XXXXXX XXXXXXXXXXXXX XXXXXXX XXXXXXXXX
XXXXXX XXXXX
XXXXXXX XXXXXX XXXXXXX
XXXX XXXXX XXXXXXX XXXXXX XXXXX
XXXXXXX XXXXXX XXXXXXX
XXXX XXXXX XXXXXXX XXXXXX XXXXX

EXHIBIT 5.7 Team Scorecard Designed in Excel Example
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Customer
Quality - impacted customer transactions

ATM Brand Account PC Banking
0 i 100 0 : 1T 0 1
Corporate Deskbank  Internet Online Banking

EFTPOS
Do Right Things - Projects with Strategic Intent

0 : 100 50 : 100 500 100

Project Numbers LME Used

Stability and Benefit Review

0 50 0 100

Apps Not Meeting SLs

Dollars Spent

Benefit Review Intent

EXHIBIT 5.8 Team Speedometer Report

IT Balanced Scorecard

Finance

AR

60 95
Charge out

A

80 100

Charge out - Contractors

£

50 80
Expenses

£

50 80

Outsourced charges

Process

S

50 80
Delivery vs Support

3

Being Developed

0 100
Productivity

Learning

,

Training Days/FTE

)

Commitment/Satisfaction

Current Performance  Range of Adequate Precise
Value Performance Target
Performance
Previous Lowest ) )
Current Performance Previous Highest
Performance \ Performance
Range Color \

104

(emphasis) \
Trend \ S

_%

Gauge Measurement

Range of Poor
Performance

!

4

Scale\

Gauge Name

>» Production Rate

150

/V,
\

Range of Good
Performance

Range of Excellent

aised/Flat Border
(can drill)

/ Performance
R
«—

Performance
. Current
\- Current -1
\

¢ Current -2

EXHIBIT 5.9 How One Company Has Made the Speedometer Give

More Information
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Our mission

To provide energy at the right price at the right time

Our vision for
next five years

To be the preferred energy provider in the xxx

Our strategies

1. Acquire profitable customers
2. Increase cost efficiencies

3. Innovation through our people
4. Use best business practices

Our perspectives and progress

FINANCIAL CUSTOMER ENVIRONMENT/
© Utilization of assets FOCUS COMMUNITY
@ Optimization of working © Increasing customer © Supporting local
capital, EBIT, growth, satisfaction businesses
etc. © Gaining profitable ® Linking with future
customers, employees
etc. © Community leadership,
etc.
INTERNAL PROCESS | | EMPLOYEE LEARNING
© Process delivery in SATISFACTION AND GROWTH
full on time © Positive company © Increasing
© Optimizing technology culture empowerment
® Work accidents, © Retention of key staff © Increasing staff
etc. ® Increased staff adaptability

recognition,
etc.

® Coaching Increasing,
etc.

EXHIBIT 5.10 Icon Report for Staff Example

Graph Format Examples

Exhibits 5.11 through 5.22 provide graphs for demonstration
purposes only. The KPI team will need to be experts in graphical

displays, ensuring, in each case, that the graph chosen conveys

the appropriate message.

Good Features in Exhibit 5.11
= Use of a five-point scale

= Grid lines to highlight “nearly 40% of all participants were

satisfied with...”
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90% +—
80% +— —

A I

70% +— —
60% 1+— —

50% +—— —
40% +— _—

Percentage of staff

30% 1+— —
20% 1+—
10% +— ——

0% -—— - - — - - - - -_

Selection Analysts General Group Level 3 Power user
administrators

W 5 = Very Satisfied @4 = Satisfied [ 3 = Neither satisfied nor dissatisfied
O 2 = Dissatisfied M 1 = Very Dissatisfied

EXHIBIT 5.11 Satisfaction Survey Response

When showing this graph in color, you may wish to use red
for very dissatisfied as a warning.

Good Features in Exhibit 5.12

» A clear summary of a number of activities
® Graph incorporates an “overall” score

This graph would be shown with a yellow background.
Good Features in Exhibit 5.13
= Particularly useful for survey responses
The vertical gridlines are lightly shaded.
Good Features in Exhibit 5.14
= Ease of sector comparison

= Overall trends clearly displayed
= Groups easily differentiated

Best suited for multicompany/unit comparison where simi-
lar units can be compared.

173



Key Performance Indicators

Satisfaction with Delivery Activities

Application support

Standards and Service
specifications

Creating reports

Documentation management
on intranet/Internet

Drawings support service

Desktop support (e.g., fixing
hardware faults, installing
new equipment)

Action center

VI

1 2 3 4 5

Average Rating (1 = Very dissatisfied, 3 = Neither
satisfied nor dissatisfied, 5 = Very satisfied)

l Overall [ Expertise of staff [ Proactive/responsive
[l Quality [l Timeliness (to deadline)

EXHIBIT 5.12 Satisfaction Graph Example 1

Good Features in Exhibit 5.15

® Two-line combination graph comparing financial and non-
financial information

m Lines shaded to match the scales

Notice that the vertical scales do not match up—there are
four divisions on the left and six on the right-hand side
scale. It is always best to match them up.
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Overall Satisfaction for Working Style

Overall

Team’s accessibility
and promptness

Team'’s ability to
anticipate issues

Team’s understanding of
your business issues

Team’s service ethic
(positive attitude, flexibility)

Degree of respect
demonstrated toward you

Willingness to take
ownership of issues

Teamwork and ability to redirect
key issues to the appropriate
person within the team

Decision making within
the team

Team'’s follow-through/ability
to close issues

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Percentage of respondents

B 1 =Very dissatisfied 0 2 = Dissatisfied [ 3 = Neither satisfied nor dissatisfied
[ 4 = Satisfied W 5 = Very satisfied

EXHIBIT 5.13 Satisfaction Graph Example 2

+
40 + | Organizations with total FTE staff <= 500 |
5
0
g
E
A
S 20 1
o o
: ° - °
E 10 1 o ° " Dn (=D 4 o
un d A . oa
A
O + + + + + + + + +

0 50 100 150 200 250 300 350 400 450 500
Total Organization FTE Staff

Council 0 Crown Entities A Government Sector
Health A Manufacturing Sector O Service Sector

EXHIBIT 5.14 Scatter Diagram Example
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. Visitor Numbers
5 _V|S|tors 000s

60 1
45 1
30 1
15 1
0
x x x x x x x x x x x x x x x
x x x x x x x x x x x x x x x
=) Q B > <] c el 5 5 > c = =) o B
86 228 s ¢ 22 g 33 2 838
—m— Visitor numbers
Operational Wages
Wages 000s
300 T
250 1
200 1
150
100 t
50 +
0

Aug xx
Sep xx
Oct xx
Nov xx
Dec xx
Jan xx
Feb xx
Mar xx
Apr xx
May xx
Jun xx

Jul xx
Aug xx
Sep xx
Oct xx

—e— Operational Wages

EXHIBIT 5.15 Contrasting Two Relevant Data Streams

Good Features in Exhibit 5.16

= A sparkline graph looks like a line graph without the axis’s.
Even with this truncated diagram you can still see the trend.
These sparkline graphs come with a bullet graph that show
different detail about current performance. The shades are
good to poor performance and the dark vertical line the
target. The large bullet points indicates where action needs
to be taken.
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(Data as of December 19, 2004)

(mm Actual; | Target; Ill Poor, Bl Satisfactory, | Good )

Past 12 Months Metric % of Target Actual

~————Revenue — $013,394
N————~—— @ Profit —— | $193,865
~—————"~  AvgOrder Size [mm— | $5,766
———  On Time Delivery S —— 94%
— "~ New Customers —] 1,247
—  Cust Satisfaction ——f— 4.73/5
——————— Market Share  S— 19%

0% 50% 100% 150%

EXHIBIT 5.16 Combination of Sparkline and Bullet Graphs

Source: Stephen Few at www.perpetualedge.com

This color matching aids identification of results and com-
prehension. Note that gridlines match up. Both vertical
scales have same number of divisions.

Good Features in Exhibit 5.17
= A stacked bar graph for ease of display of both total and
individual costs and not too many components (Four to five
items is about the maximum.)

Good Features in Exhibit 5.18
» Horizontal multibar graph allowing easy comprehension
and comparison

Good Features in Exhibit 5.19
= Multiline graph showing a 15-month range with three clearly
identifiable revenue streams
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$000s

Major Costs

400

300 -

200 -

100

o
L —
Sep xx [
Oct xx [ —
Nov xx [ I
Y — |
Jan xx [T —

May xx | 0]
Jun xx | 0]

X X X

X X X

o = =

T O

e = <
Expense 1 H Expense 2

B Expense 3 M Expense 4

EXHIBIT 5.17 Stacked Bar Example

Jul xx T 1
Aug xx N 1
Sep xx T 1

QOct xx T 1

XXXXXXXXXXXX

Program

XXXXXXXXXXXX

Program

XXXXXXX

Transport

XXXXXXXX

Program

XXXXXXXXXXXXX
servicing

X provision

XXXXXXXXXXX
strategy

4

6

8

10

12

Count of purchase agreement activities by risk category

O

Done

[ On Track
[ Behind M Risk of Noncompletion

EXHIBIT 5.18 Horizontal Multibar Graph Example
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$000s Key Revenue Streams

1200

900 A

600 -

300 A a——
A—A—A—A—A—A—A—A—A—r’*"‘—__‘—_‘—_‘

Aug xx
Sep xx
Oct xx
Nov xx
Dec xx
Jan xx
Feb xx
Mar xx
Apr xx
May xx
Jun xx

Jul xx
Aug xx
Sep xx
Oct xx

—&— Admissions —— Retail
—aA— Mai Ora

EXHIBIT 5.19 Multiline Graph Example

Good Features in Exhibit 5.20
= Demonstrates acceptable range of performance as well as
indicating that improvement is being sought over time

(cascading downward target)

3.0%

2.0%

1.0%

0.0% < x < oS < < x oS
x x § x x § x x § x § § x
[*)] o bz > (&} c Qo = = > c = (2]
=] [ 1) o) 5] [0) (] o (] =) =]
< o © =z Ao S5 UL = < = S5 2 Z

|+ Business unit1  —— - Business unit 2 Business unit 3

EXHIBIT 5.20 Acceptable Ranges Graph Example
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$000's Expenditure is tracking over budget
200
150 +
100 +
50 |
0 v I } I I } I I I } I |
o o o o o (=] o (=] o (=] o o o
o o o o o o o o o o o o o
C C C C C C C C C C C C C
© ®© © ®© © © © © © © ®© © ®©
vl - vl - vl vl ] vl ] vl - vl -
—&— Actual expenditure (XX) —&— Forecast (XX)

A Budget (XX) —1l— Actual expenditure (YY)

—l— Forecast (YY)

Bl Budget (YY)

EXHIBIT 5.21 YTD Cumulative Example

Good Features in Exhibit 5.21

Ready comparison between actual/forecast and budget for

two significant items of expenditure covering the year in
focus

Note that the budget year-to-date trend is not drawn in, as
it would be a straight line in most cases, and where there

is a seasonal trend the line would be merely an error-prone
guess.

Good Features in Exhibit 5.22

Three lines beginning as actual and moving on to forecast

It is a good idea to show a clear distinction between actual

and forecast numbers by changing the color of the line (e.g.,
from dark blue to light blue).

The checklist in Exhibit 5.23 will help ensure that your
graphs help in the decision-making process.
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$000s
480 ;
4001 < Actual ;% <«—— Forecast —p

320 i

240 {
A

160 I
——e——-oo—"°

80 i

0 |
x x x x x x x x x x x x
x x x x x x x x x x x x
o a B > o c o 5 5 z c =
2 & oO 2 8 S e = < g 3 S

Xxxx - Actual Xxxx - Forecast Yyyy - Actual
—a—Yyyy - Forecast Zzz7z - Actual —e—Z7z77 - Forecast

EXHIBIT 5.22 Actual and Forecast Comparisons Example

EXHIBIT 5.23  Better-Practice Graphics Checklist

Check as
appropriate

1. Insert graphs into tables in a Word document | 0 Yes [ No
to enable formatted text to be placed
underneath or to the side without the need for
complex tab arrangements. Graphs will also
auto size to the width of the table when
pasted, saving formatting time.

2. Where possible, show at least 15-month trend | 0 Yes 0O No
analysis.

3. Avoid more than three trend lines per graph, | O Yes 0[O No
as they probably will cross over numerous
times and cause confusion.

4. In line graphs, thicken the standard line to O Yes O No
allow colors to stand out.

5. Use a pale-yellow background to maximize O Yes 0O No
color impact.

6. Avoid more than five divisions in a stacked bar. O Yes O No

7. Wherever possible, print in color. OYes ONo

8. Use high-quality glossy paper for the final O Yes [ No
copy.

9. Put the title of the graph in the table rather OYes 0O No

than on the graph to enable an 11th-hour
change without having to go back to the
source graph.

(Continued)
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EXHIBIT 5.23 (Continued)

Check as
appropriate

10.

Make the graph title mean something (e.g.,
instead of RoCE, say “RoCE is improving”;

instead of EBIT, say “EBIT is declining but
expected to recover.”)

O Yes

1 No

11.

Organize workbooks so that worksheet names
clearly show which graphs are in each
worksheet.

O Yes

1 No

12.

Limit graphs to four per worksheet so that
they can be viewed on one screen. This also
avoids searching for graphs six months later
when you have forgotten which worksheet
they are in.

O Yes

1 No

13.

Keep it simple; there are many graphical
options that do not convey their message
quickly (e.g., radar, bubble, and 3D surface
graphs are so difficult to read that two
individuals can read the same graph and end
up with very different conclusions).

O Yes

J No

14.

When paste-linking graphs into the document,
select the manual link option as opposed to
automatic. Word attempts to update all
automatic links when opening a document,
and this can corrupt graphs or lock the
computer if the source worksheet was not
opened first.

O Yes

O No

15.

Integrate graphs with the text. Do not place
graphs in an appendix.

O Yes

O No

16.

Have read Stephen Few’s work on graph and
dashboard design.

O Yes

O No

17.

When creating a graph using Excel, change
the font to disable auto-sizing or the text will
always dominate the graph when enlarged.

O Yes

O No
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Notes

1. “How to Seek Staff Opinion and Not Blow Your Budget,” Human
Resources (June 2002), available from www.waymark.co.nz.

2. Stephen Few, Information Dashboard Design: The Effective Com-
munication of Data (Sebastopol, CA: O’Reilly Media, 20006).

3. Stephen Few, “Common Pitfalls in Dashboard Design,” www.
perceptualedge.com/articles/Whitepapers/Common_Pitfalls. pdf.
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CHAPTER 6

Facilitator’s Resource Kit

f you have been selected as a facilitator to assist in the devel-
I opment of performance measures, you will need to be com-
pletely familiar with Chapters 1 through 9 of this book. This
resource kit provides you with three additional components to
assist you in executing your role, namely:

1. Two introductory key performance indicator (KPD) presen-
tations on www.bettermanagement.com. Search under Par-
menter and view and listen to “Introduction to Winning
KPIs” and “Finding Your Organization’s Critical Success Fac-
tors.” All you will need is a fast connection, sound card, and
speakers, and to register, which is free. The site is an excel-
lent source of the latest management thinking.

2. Some checklists.

3. A list of typical questions (and answers) you may expect to
confront in your role.

Remember the Fundamentals

Coaches often talk about doing the fundamental or basic things
well to ensure success. This is good advice for facilitators of
KPI development, because at times the process will appear to
be quite involved and complex.
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Winning KPIs
(10)
Key result Result Performance
indicators (10) indicators indicators (80)
e
(80)

N Integration of Linkage of
Partnership with
. Transfer of measurement, performance
staff, unions, key .
. power to the reporting, and measures to
suppliers, and : .
kev customers front line improvement of | strategy through
v performance the CSFs

EXHIBIT 6.1 Four Foundation Stones

As you carry out your role, always review the four founda-
tion stones to check that your efforts are concentrated in the
right areas (see Exhibit 6.1).

12 Steps and the Facilitator’s Involvement in Them

It is important that the facilitator’s role is one of facilitation
and mentoring, not project leadership. The facilitator should
have little hands-on involvement after the setup steps have
been completed. The message in this KPI book is that project
team members, coordinators, and teams should take on sig-
nificant roles themselves. The facilitator’s particular role is to
guide the overall process, providing assistance and resources as
required.

Each of the 12 steps contains questions and/or worksheets
to be completed as the project team progresses through the
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implementation. The facilitator should ensure that these ques-
tions and worksheets are tailored to the organization and then
followed.

A rushed and noncollaborative approach to the develop-
ment and implementation of performance measures combined
with a profound misunderstanding of the differences among
key result indicators (KRIs), result indicator (RIs), performance
indicators (PIs), and KPIs will result in failure.

ChecKlist of the Facilitator Role

Although your involvement will vary from assignment to assign-
ment, Exhibit 6.2 provides a draft checklist of the main tasks you
will need to consider. It is important that the facilitator’s role is
just that; it should never become the project manager’s role.

KPI Typical Questions and Answers

Obviously, the process of KPI development will generate con-
cerns and questions that reflect the situation and culture of the
particular organization. The questions that follow represent the
typical or likely issues you may need to respond to as a facil-
itator. The questions are divided into three broad categories;
questions about:

1. Why performance measures are being introduced
2. How performance measures will be introduced
3. How performance measures will be used

The suggested responses to each question are derived from
the philosophy and values that underlie the four foundation
stones for KPI development and use.
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EXHIBIT 6.2  Facilitator’s Role Checklist

Task
The facilitator’s role is to: completed

1. Help the senior management team (SMT) pick | O Yes [ No
a key performance indicator (KPI) project
team.

2. Convince management that these staff O Yes 0O No
members need to be committed full time.

3. Help select a liaison person for all business O Yes O No
units/service teams.

4. Ensure that SMT members are not on the 0 Yes [0 No
project team.

5. Help sell the concept to the SMT. O Yes O No

6. Access performance measures and reporting O Yes O No

templates that have been used in other
organizations to avoid reinventing the wheel.

7. Introduce case study material. O Yes O No

8. Obtain a sufficient level of commitment from O Yes 0O No

the SMT.
9. Sell the concept to any new SMT members. O Yes [0 No
10. Guide the SMT to accept the balanced O Yes 0O No
scorecard perspectives recommended in this
book.
11. Ensure that the KPI project team and SMT O Yes 0O No

refine the hundreds of performance measures
to fit the 10/80/10 rule.

12. Help the team differentiate among KRIs, RIs, O Yes 0O No
PIs, and KPIs.

13. Ensure that the organization does not O Yes 0O No
consolidate business unit performance
indicators and end up calling them KPIs.

14. Ensure, with the SMT, that project team 0 Yes [ONo
members are encouraged, given regular
feedback, given recognition when milestones
have been achieved, and so forth.
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EXHIBIT 6.2 (Continued)

Task
The facilitator’s role is to: completed

15. Empower and educate the KPI project team O Yes 0O No
members so they do not have to rely on
experts to run the project.

16. Promote the use of existing in-house O Yes O No
applications for database and reporting
purposes during the first 12 months.

17. Help the KPI project team to set up a OYes ONo
database to record all performance measures
identified and communicate these through the
KPI intranet home page.

18. Ensure that work on team performance OYes 0O No
measures does not divert the project team
from ascertaining the organization’s KPIs.

19. Ensure that the KPI team has made good use | J Yes 0 No
of reporting templates outlined in Chapter 5
before attempting to develop any of its own.

20. Ensure that the organization finds a suitable OYes 0O No
name for the scorecard reports (e.g.,
“navigator” instead of “balanced scorecard”).

Questions Related to Why Performance
Measures are Being Introduced
Why are we being asked to cooperate in the introduction of
performance measures?

Your response should focus on two key issues:

1. Make it clear that the way performance measures are to be
introduced and used is different from previous applications
of performance measurement in the workplace. That is, per-
formance measures typically have been instigated, collected,
analyzed, and used by managers and supervisors. In con-
trast, this best-practice approach to KPI development and
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use is completely concerned with involving employees in
what gets measured, how things are measured, and what
gets done as a result of the information. In short, a best-
practice approach to performance measures cannot succeed
without the cooperation, involvement, and empowerment of
the organization’s employees.

. Be prepared to explain how performance measures fit in

with the other strategies for improvement in the organiza-
tion. This link could be related to a customer focus pro-
gram, a quality improvement program, enterprise bargain-
ing, and so forth. Making the link clear will remove any
concerns about the timing of KPI introduction—that is, the
“Why now?” question.

Why does management need new measures of performance?

Your response should focus on three key issues:

. The new performance measures are for everyone in the

organization to use (i.e., not just management).

. The purpose of performance measures is to enable everyone

to focus on the key aspects of organizational performance
that determine health and success. With a best-practice ap-
proach to KPI development, everyone understands what
these aspects are for your organization.

. New measures of performance are required to ensure the

company takes a broad view of what determines health and
success. That is, companies need performance measures that
help them to improve in relation to:

Customer focus

Financial performance

Learning and growth

Internal process

Employee satisfaction

Environment and community
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Are these performance measures going to be used against us?

The purpose of KPIs, PIs, and KRIs in a best-practice ap-
proach is to empower employees to use the information to
assist them to improve performance. Performance measure re-
porting does not create report cards. The results are more like a
progressive scoreboard that enables teams to assess the current
position and plan the response they want to take.

Questions about the Introduction of Performance
Measures
Who will decide what gets measured?

Each team will select the performance measures that relate
to its own efforts and actions. There are three key criteria for
teams to address when selecting measures.

1. Each team should assess how the team can affect the orga-
nization’s critical success factors (CSFs).

2. The ease of use of measure, and the ability of the team to
take action based on the information needs to be assessed
before any decision is made.

3. A performance measure must be carefully vetted by the KPI
team and senior management team (SMT) before it can be
called a KPI.

Do we all need the same performance measures?

No. Everyone should focus on the same organization-wide
CSFs, but what is measured will vary according to the team’s
function and how the team believes the item impacts on the
CSFs.

Over time, as you build an integrated system of KPIs, RIs,
PIs, and KRIs, your team will be able to look at a hierarchy of
performance measures, as shown in Exhibit 6.3.
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EXHIBIT 6.3 Interrelated Levels of Performance Measures in an
Organization

Can we be forced to measure a particular aspect of perfor-
mance?

Forcing a team to measure something contradicts the
principles of partnership and empowerment. In short, teams
should be encouraged to select performance measures that
relate to the organization-wide CSFs. If the KPI team or SMT
believes that a particular team is not measuring performance in
a key area (e.g., an aspect of customer service), the KPI team
may suggest that the team review its performance measures.

How many performance measures do we need?

There is no perfect number of performance measures. What
you need to consider is:

Have you introduced performance measures that cover all
the CSFs?
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Key result indicators (10) Tell you how you have done

in a perspective
Result indicators (80) Tell you what you have done
Performance indicators Tell you what to do

Key performance indicators (10) Tell you what to do to
increase performance
dramatically

EXHIBIT 6.4 10/80/10 Rule for Performance Measures

Can you easily sustain the number of performance measures
you are proposing to use?

Is each particular performance measure in fact providing
useful information that the team can use to analyze and
improve the key processes for which it is responsible?

Often these criteria result in up to 25 performance mea-
sures for a team. Remember that teams can modify their perfor-
mance measures whenever they believe they are not meeting
their needs. The 10/80/10 rule is a good guide (see Exhibit 6.4).

Do we need to start from scratch and develop totally new
performance measures?

Probably not. Your goal is to develop a set of performance
measures that address the CSFs for the organization. You may
well be able to use some existing measures. In other cases, new
performance measures may be required.

What do you do when it is difficult to measure something?

In simple terms, do the best you can. Sometimes it is neces-
sary to develop a performance measure that is a proxy for what
you are seeking to track. For example, a team may want to mea-
sure morale. This can be achieved by using a survey approach.
However, surveys generally are done on a sample basis and no
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more frequently than quarterly. The team may decide to focus
on measures that are proxies for morale, such as attendance,
occupational health and safety indices, or the number of errors
or mistakes.

Questions Related to the Use of Performance Measures
Who decides how performance measures are used?

Under the principle of partnership, the uses and application
of performance measures should be agreed to by the consulta-
tive committee (or equivalent) and each individual team.

The use of performance measures can evolve over time;
however, the direction of this evolution is a subject for consul-
tation and agreement.

Will performance measures evaluate individual perfor-
mance?

No. The focus of performance measures is on key processes
and key outcomes that determine organizational health and suc-
cess. At the team level, performance measures should target
team performance rather than individual performance.

Will performance measures be used for disciplinary purposes?

No, performance measures should be used to help teams to
analyze and improve processes. In the case of a performance
problem in relation to a team or an individual, the standard
process for addressing such an issue should be pursued.

What bappens if a KPI target or goal is not achieved?

If a team has set some goals for improvement related to
its performance measures, it is, of course, possible that these
targets or goals may not be achieved.
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This is not a crisis. The focus should be on analyzing why
the goal could not be achieved. Through this problem-solving
focus, the team can progressively identify and eliminate the
barriers to the achievement of the goal.

Running Workshops

Running good workshops is an acquired skill, and the KPI team
should receive specific training in this area. When I am running
a workshop, T follow some basic rules. T set these out more as
a guide rather than an instruction. Experienced facilitators will
no doubt have their own successful ways.

Try to limit any presentations to 40 to 60 minutes; after that
time, commence a workshop.

After complex issues have been raised, ask the audience
to discuss in groups of twos and threes what they agree
with, what they disagree with, and what they do not under-
stand. This two- to three-minute breakout gives attendees
the chance to learn from each other, as some will under-
stand the points that have confused others.

Always have detailed workshop instructions on a handout
and read them out twice, and give attendees an example.
You will be amazed how instructions can be misunderstood.
Avoid speaking three days in a row. You will be speaking
for most of the day, so you will need a break. You may
think you can do it without affecting quality, but I assure
you, your enthusiasm will not be there.

Get the invitation to attend sent out by the CEO, and ensure
acceptances are either monitored by the CEQO’s personal
assistant or reported directly to the CEO. You need a full
workshop.

It is best to have a venue away from office. If the workshop
is held on site, you run the risk of people disappearing to
their desks during the break and never returning.
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If you send out prereading material, do not expect it to be
absorbed. Many will have read the material quickly, on the
way to the workshop.
Place cryptic notes on the slide to trigger a story, and place
a (Q) when you want to trigger a question to the audience.
Best to show the slide rather than bringing in material point
by point—attendees can read three times faster than you
can talk, so utilize this benefit.
Never read the points on a slide; the attendees have already
done that. Your role is to amplify each point. Thus, you
never need to have long sentences on the slide; cryptic
phrases are best. Keep the sentences to the handouts.
I always have a discussion paper that contains all the com-
plex slides in a larger version. If I am showing a financial
statement, I will show it on the slide and then direct the
audience to the appropriate page in the paper.
Follow the basic PowerPoint slide rules:

A maximum of five to six points on a slide

Each point a maximum of two lines

Text on the slide should not be less than 24 point (I tend

to use Times Roman 28 point for bullet points.)
Print out the slide handout, three slides to a page, as the
detailed slides are shown in the attached paper.
While the groups are in workshop, leave the room and
reflect how it is going, what has been omitted, what needs
to be changed, and so on.
Over coffee breaks, chat briefly with attendees to ask
how the workshop is going for them, the pace of the
workshop—is it too fast, just right, or too slow?—and their
findings from their workshop.
Set up the workshop in classroom style (e.g., with a table
in front). This is better than conference style (e.g., using a
round table) as some attendees are sitting at an awkward
angle through the presentations.
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EXHIBIT 6.5 Preparation Checklist

Site 1

Site 2

Tasks to do before sending material

Footer and page number on slides

Workshop instructions prepared

Workshop exercise sheets prepared

Confirmed data projector at site

Confirmed whiteboard at site

Sent seating plan

Week prior to workshop

Handouts sent and have been received

All presentations on laptop

Tested preparations loading onto laptop

Presentation and handout copies on USB stick

Web site loaded with reference material,
if necessary

Day before travel

Pack hotel booking details

Pack clothing and toiletries

Pack wireless mouse (with laser pointer)

Pack power cable for laptop

Pack phone charger in briefcase

Pack spare data projector cable

Pack workshop handout master

Pack laptop

Pack electronic flight tickets in note-taking
folder

Pack note-taking folder in briefcase

Pack background material in briefcase
(reading on plane)

Pack business cards
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For larger groups, have small notepads available and ask
the audience to write their questions on them. I then have a
question-and-answer session after each break. The benefits
of the notepads are that the more introverted members who
often have the great questions get a chance to raise them.

If the facilitator is required to run a workshop, Exhibit 6.5

provides a preparation checklist.
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CHAPTER 7

Critical Success Factors Kit

SFs are the “list of issues or aspects of organizational per-
formance that determine ongoing health, vitality, and well-
being.”!

It is the critical success factors (CSFs), and the performance
measures within them, that link daily activities to the organiza-
tion’s strategies. This, I believe, is the El Dorado of management.

For years organizations with KPIs have not had the focus,
adaptability, innovation, and profitability that they were seeking.
KPIs were ill conceived, mislabeled, and misused.

This mayhem stemmed from a complete lack of understand-
ing of CSFs. Although most organizations know their success
factors, few organizations have:

Worded their success factors appropriately

Segregated out success factors from their strategic objectives
Sifted through the success factors to find their critical
ones—their critical success factors

Communicated the CSFs to staff

In these trying times, knowing your CSFs may be the decid-
ing factor in survival. If your organization has not completed a
thorough exercise to know its CSFs, performance management
cannot possibly function. Performance measurement, monitor-
ing, and reporting will be a random process that creates an
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army of measurers producing numerous numbing reports, full
of measures that monitor progress in a direction very remote
from the organization’s strategy.

The process outlined in this chapter crystallizes and com-
municates the organization’s CSFs. The beauty of the method,
like all great methods, is that it is a simple methodical process
that can be run by in-house staff.

The selection of the CSF is a very subjective exercise, and
the effectiveness and usefulness of the CSFs chosen are highly
dependent on the analytical skill of those involved. Active lead-
ership by senior management in this step is thus mandatory.

Benefits of Understanding Your Organization’s CSFs

Knowing, communicating, and measuring progress in an organi-
zation’s CSFs is the Holy Grail of management. There are some
profound benefits of knowing your CSFs, including:

It leads to the discovery of an organization’s winning KPIs.
Measures that do not relate to your CSFs or impact them
cannot, by definition, be important and thus often can be
eliminated.

Staff members know what should be done as a priority, and
thus their daily actions are now linked to the organization’s
strategies.

It means reducing the number of reports that are produced
throughout the organization as many will now be clearly
exposed as nonimportant or irrelevant.

It encourages clearer summary reports to the board and
senior management based on progress within the CSFs.

The next two stories explain the importance of critical suc-
cess factors for the emergence of KPIs.
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Example: An Airline CSF

Lets us revisit the late-plane KPI story. The senior British Air-
ways (BA) official, who set about turning BA around in the
1980s, appointed some consultants to investigate and report on
the key measures he should concentrate on to turn around the
ailing airline. They came back and said that he needed to focus
on one critical success factor: the “timely arrival and departure
of airplanes.”

I imagine the BA official was not impressed, as everyone in
the industry knows the importance of timely planes. However,
the consultants pointed out that while he knew that “timely
arrival and departure of airplanes” was a success factor, this
had not been separated out from all the other success factors
and thus staff members were trying to juggle too many things.
The consultants were able to show that the timely arrival and
departure of planes impacts nearly all the balanced scorecard
(BSC) perspectives of an airline.

Once the consultant’s analysis proved that “timely arrival
and departure of planes” was at the top (see Exhibit 7.1), all the
consultants needed to do was to ascertain what measure to fo-
cus on. Was it timely planes or late planes? Analysis would have
pointed quickly to selecting planes that were late over a certain
time, and this led to the establishment of the late-planes screen,
which would have resembled something like Exhibit 7.2.

EXHIBIT 7.1 Hierarchy of Success Factors: Airline

201



IX2JUOD) JLIOISIH 2WOS Yim saue[ 2187 Suimoys uoday //Fz 1ouenu] 7'/ LIGIHXT

saued 2 lelol
@ b 2 XXXX  XXXXX  XXXXX G0 XXXXXXX 0€:0 Slig ShilL 62V
@ v @ XXXX XXXXX  XXXXX  GyiE2 XXXXXXX £2:0 8L Syl 9Gevd
(o) + 2 XXXX  XXXXX  XXXXX  Gige XXXXXXX 9€:0 122 Syl VAN ]
174 17 g XXXX XXXXX  XXXXX Gvile XXXXXXX 6€:0 yaec Gyl ovivg
6] v ¥ XXXX  XXXXX  XXXXX  G$i02 XXXXXXX [0 122 Sl ziva
B © 2 XXXX  XXXXX  XXXXX  GyiGl XXXXXXX S¥i0 oee ShilL 86G1vd
b © v XXXX  XXXXX  XXXXX  Gyigl siayinue) yed €50 eee ovilL eveivdg
syjuow  syjuow
9 1se] €1se| shep uoneoo| sweu Aq are| Aqeel  saquinu
10 "ane 10 "one QWOH 3IIqOIN YoM pappe awil

0¢g 1se jeawnjuaun)  sJabeuew uoibay ainuedag |eALIy b4

Kep-og Kep-og

Inoy | Jono saueld aje| Jo ‘ON S|Iejap 10.ju0) 0]S 1S€| JO SoIISNeIS

sinoy g 190 saue|d aje]

202



Critical Success Factors Kit

This late-plane measure was later credited with turning the
company around. Lord King would have needed some con-
textual information so that the manager in question could not
simply say “It is an isolated incident.”

Example: A Freight Company

Revisiting the freight company story, the CEO realized that
a critical success factor for its business was “trucks leaving
on time and as close to 100% capacity as can be” (see Ex-
hibit 7.3). Having looked at all the success factors, including
retention of staff, delivery in full and on time, and “stay,
say, strive” engagement with staff, the CEO knew that one
success factor rose above all others.

EXHIBIT 7.3 Hierarchy of Success Factors: Distribution Company

The CEO now told dispatch staff members what their
primary activity was: “maximization of the truck and trailer
fleet.” Dispatch staff members were now asked not to simply
follow customer dispatch dates but to see which dispatches
need to be moved and to work with customers to amend
their delivery dates to create a win-win situation.
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Relevant Success Factors

Next we list some relevant success factors (SFs) for these turbu-
lent times:

Supporting local businesses.

Delivering in full, on time, all the time, to our key customers.
Prioritizing all activities that will collect cash quickly from
major accounts.

Finding better ways to do the things we do everyday.
Maintaining a safe, happy, and healthy workplace.
Implementing innovative ideas from staff quickly.

Finishing what we start.

Starting only value-adding projects.

Selling a greater share of our profitable products to our key
customers.

Increasing repeat business from key customers.
Encouraging our key customers to be active advocates for
our business.

Increasing adaptability and flexibility of staff.

Attracting quality staff to the organization.

Maintaining a “stay, say, strive” engagement with staff.
Maintaining regular recognition of staffs’ contribution.

This is an extract from the success factors list in Ap-
pendix 7E.

Notice that these SFs are all relatively specific. If told these
success factors, staff members would understand what was ex-
pected of them. I believe all correctly worded SFs should be
understandable to a 14-year-old. I call it the 14-year-old test.

You need to avoid wording SFs as broad statements whose
meaning is not clear to employees. In other words, such
factors would fail the test of being able to be understood by a
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14-year-old. Examples that are too broad to be a success factors
include:

Increased customer satisfaction

Increased profitability

Maximizing the use of our most important resource: our
people

Optimization of working capital

Increasing the gross margin

Optimal utilization of assets and resources

Step 0: Identifying Organization-wide
Critical Success Factors

Step 6 in the 12-step process is identifying organization-wide
critical success factors. Better practice suggests that organiza-
tional CSFs should be limited to between five and eight regard-
less of the organization’s size. However, for a conglomerate,
the CSFs will be largely industry specific (e.g., the CSFs for an
airline are different from those for a retail record chain store).
Thus, there would be a collection of CSFs in the conglomerate
greater than the suggested five to eight.

The relationship between CSFs and KPIs is vital, as illus-
trated in Exhibit 7.4. If you get the CSFs right, it is very easy to
find your winning KPIs (e.g., once the “timely arrival and depar-
ture of planes” CSF was identified, it was relatively easy to find
the KPI— “planes over 2 hours late”— for a well-known airline).

A number of characteristics of CSF factors are worth dwelling
on. Critical success factors:

Are worded so a 14-year-old can understand them and run
the company
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Mission / Vision / Values
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J_L

Key Result Indicators (max 10)
Result Indicators, Performance Indicators (80 or so)
Key Performance Indicators (max 10)

@@@@@@

Learnlng In!ernal Staff Community
Resulls Focus & Environment

EXHIBIT 7.4 How CSFs and KPIs Fit Together and Link to Strategy

Will be no surprise to management and the board as they
will have talked about them as success factors

Apply to more than one balanced scorecard perspective
(e.g., the timely arrival and departure of planes impacts
nearly all the BSC perspectives of an airline)

Have a great influence on other success factors

Are focused in a precise area rather than being the bland
statements that strategic objectives often are

Key Tasks for Identifying Organization-wide
Critical Success Factors

In order to find our CSFs, we first need to know our SFs. When
you first investigate SFs, you may come up with 30 or so issues
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that can be argued are critical for the continued health of the
organization. The second phase of thinning them down is the
key to successful performance management, the alignment of
daily activities to strategy.

The KPI team will need to incorporate these four tasks
within the work it performs in this step:

Task 1: Determining the Already Identified Success
Factors. Review all the strategic documents in your or-
ganization covering the past 10 years. Then extract and
develop SFs from these documents. Interview as many of
the organization’s oracles as you can and all the senior
management team (SMT). From this information, you
will be able to come up with a list of success factors.

To ensure that you have covered all bases in your
search for the existing success factors, see the check-
list in Appendix 7A. The KPI team, with the facilitator,
should amend this checklist before use to suit the orga-
nization and desired approach.

Task 2: Determining the Critical Success Factors Work-
shop. Invite your oracles from around the company to
a two-day workshop. These oracles are the individu-
als everyone refers you to when you need something
answered (e.g., “You need to talk to Pat”). The sug-
gested attendees and agenda are set out in Exhibit 7.5.
Work groups of up to seven people, from across differ-
ent functions, are informed about the new techniques.
They are shown an example and then asked to tackle
each exercise.

During the workshop, material needs to be updated
on the computer, so laptops are required. The results
of working out the SFs need to be updated so the next
workshop can commence.
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EXHIBIT 7.5 Two-Day In-house Workshop on Developing the Critical
Success Factors and Preparing the Way to Use Them

Suggested Attendees
20 to 40 experienced and knowledgeable staff from all around
the organization (operators, administrators, sales staff,
production, dispatch, etc.)
Selection of management from head office including one or two
from the senior management team
All KPI project staff, if one has been set up
External facilitator, if you have one

Recommended Prework
Attendees to listen to the David Parmenter webcast on
“Introduction to Winning KPIs,” which can be found on
www .bettermanagement.com.

Requirements
Appoint an event secretary to document agreements as they are
reached in the workshop. Organize a laptop and flip chart
for each work group, a data show projector, two
whiteboards, a projector screen, and a lapel microphone for
the presenter(s).

Session Outline

Day 1

From 8:30 a.M. Registration and breakfast

9:00 Opening remarks by CEO: setting the context of the
workshop

9:10 The new thinking on key performance indicators:

The difference between the four types of
performance measures

The characteristics of a winning KPI—two stories
The 10/80/10 rule for performance measures
Importance of knowing your organization’s
critical success factors

A case study on success factors

(The CEO and some members of the senior
management team may leave after this session.)
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EXHIBIT 7.5 (Continued)

10:00
10:20

10:50

11:10

11:20

11:45

12:45

1:30

2:00

2:20

2:40

3:15
4:00

Presentation on success factors.

Commence Workshop 1: Revisiting your
organization’s success factors. All work that has
been already done in this area will be tabled to
attendees (e.g., from a review of the past few years’
strategic plans).

Groups give their feedback on the SFs.

During this discussion, two staff members update
the success factors list and the A3 page (A3 sheet
of paper) or whiteboards that bave been
prepared before the workshop commenced.
Presentation on relationship mapping. (See my KPI
webcasts on www.bettermanagement.com.)
Commence Workshop 2: Relationship mapping
using an airline’s success factors.

During this workshop, two staff members
continue updating the success factors list, etc.
Commence Workshop 3: Finding the
organization’s top five to eight critical success
factors (using the work from Workshop 1.

Lunch.

Recommence Workshop 3: Finding the
organization’s top five to eight critical success
factors (using the work from Workshop 1.
Feedback from work groups on their top 5 success
factors. Use a summary table, as set out in Exhibit 7.3.
Demonstrate brainstorming of a critical success factor.
(An example is on www .bettermanagement.com.)
Commence Workshop 4: Brainstorming
performance measures on the CSFs for the
organization. One CSF is allocated to each work
group.

Afternoon coffee break.

Present how a team scorecard can look. (See my KPI
webcasts on www.bettermanagement.com.)

(Continued)
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EXHIBIT 7.5 Two-Day In-house Workshop on Developing the Critical
Success Factors and Preparing the Way to Use Them (Continued)

4:00

5:00

Day 2
From 8:15 A.M.
9:00

9:20

10:00
10:20

10:50

11.40

12:10

1:00
1:45
2:00

210

Commence Workshop 5: Brainstorm the
measures for your team scorecard. Brainstorm
the relevant CSFs for measures that will help focus
the team in working successfully in the CSFs.

End of Day 1 for participants.

Breakfast

Question-and-answer session, the Corporate
Planning Team presents the agreed CSFs and we
ascertain which ones have already been
brainstormed and which have not.

Recommence Workshop 5: Brainstorm
performance measures for your team scorecard
based on the CSFs. The teams focus on the critical
success factors they have not worked with and any
other relevant SFs. (The team scorecard will take a
further eight weeks to finalize.)

Feedback from work groups.

Presentation on reporting performance measures.
(See my KPI webcasts on
www.bettermanagement.com.)

Commence Workshop 6: Design a daily/weekly
KPI report for the senior management team.
(These reports will require further fine-tuning.)
Groups give their feedback.

Revisit Workshop 4: Brainstorming
performance measures on all CSFs for the
organization. Allocate the CSFs, ensuring that they
have been brainstormed at least by two separate
teams.

Lunch.

Groups give their feedback.

Commence Workshop 7: Design a dashboard for
the board. (These reports will require further
fine-tuning.)
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EXHIBIT 7.5 (Continued)

2:40
3:00
3:15

4:00

4:50
5:00

Groups give their feedback.

Afternoon coffee break.

Commence Workshop 8. Groups prepare a brief
PowerPoint presentation (three or four slides
covering new measures, measures that are to be
discarded, their next steps, implementation timeline,
and team meeting date).

Groups give their feedback via a brief PowerPoint
presentation (two or three slides). (CEO joins the
session.)

Closing remarks by CEO.

End of Day 2 of workshop.

To help you run this workshop in house, I have
prepared detailed instructions in Appendices 7A to 7E
worksheets for you.

Task 3: Finalize CSFs after Wide Consultation. Once
draft CSFs have been prepared, review them with the
SMT, the board of directors, identified stakeholders (rel-
evant CSFs with key customers and key suppliers), an
employee focus group, and the employee union repre-
sentatives.

The KPI team should prepare and deliver a pre-
sentation on the organization’s CSFs to facilitate discus-
sion and agreement with the SMT. The presentation will
cover:

The top five to eight CSFs

Process to discuss these CSFs with employee repre-
sentatives

How the CSFs are to be conveyed to staff
Ramifications on existing performance measurement
What 24/7, daily, or weekly measures, if any, are cur-
rently being collected in this area
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Permission to proceed to next stage (selection of the
team and organizational measures)

Task 4: Explain the CSFs to Employees. Once final CSFs
have been agreed on, communicate them to all man-
agement and staff. If CSFs are not going to be discussed
with employee representatives and conveyed to staff,
the benefits of knowing the CSFs will be adversely af-
fected. If staff are told what is important, they can align
their daily activities to maximize their contribution.

Shortcut: Communicate the CSFs in the Staff
Road Show/Team Scorecard Workshop

Staff will need to know the CSFs before they brainstorm
the measures for their team scorecards. As a priority, teams
are asked to see what activities they should do that will
positively support the CSFs. Teams will brainstorm both
CSFs and SFs looking for relevant performance measures.

Finding the CSFs through a Relationship
Mapping Process

There has been much discussion about documenting cause-
and-effect relationships. The relationship mapping process is
a derivative of the cause-and-effect process, and is a quicker
process. When using a relationship mapping process, teams
need to be careful not to get sidetracked by it. It can become
an interesting intellectual process going nowhere.

The aim of the relationship mapping process is to under-
stand and document likely human behavior (e.g., if a late plane
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O Retaining key
employees
Timely arrival Retaining key
of planes customers O

[

%,

EXHIBIT 7.6 CSF Relationship Mapping

is brought back on time, it will lead to. ... The likely actions of
staff will be to...).

A good way to find your five-to-eight critical success factors
is to draw all your SFs on a large whiteboard and draw in all
the linkages, showing which SF affects which SF. Take care in
drawing the arrows the right way. In a recent workshop, we
were handling over 40 SFs. Thus, the arrows were shown as
leaving and entering, with a letter to identify them by. (See
Exhibits 7.6 to 7.9 for examples of this mapping.) The SFs with
the most arrows out are the ones with the greatest influence
and are thus more likely to be the critical ones, the CSFs.

How I Organize the Critical Success Factor Workshop

The main thing to watch out for is that the workshops create
material that needs to be used in subsequent workshops.

Selling the Workshop to the CEO

You need to sell the need for change based on the CEO’s
emotional drivers. In preparing for the selling process to
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TR

COF o BANKING  (30) —

EXHIBIT 7.7 Example of a CSF Relationship Mapping Exercise Using a
Flip Chart

the CEO, listen to my webcasts, “Finding Your Critical Suc-
cess Factors” and “Revitalizing a Failing Scorecard,” on www
Jbettermanagement.com. In those webcasts, I cover the sales
process in detail and suggest a selling pitch. The CEO will need
to send out an invite. (See Appendix 7B for an example.)
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Getting the Workshop Administration on Track

The workshop administration is best handled by a staftf member
who has done this before. The success of an event is in the
details. (See Appendix 7C for a checklist.)

Preparing the Success Factor List

As mentioned in task 1, it is important to find the success factors
that have already been discussed in the past. I would review
whatever strategic documents are readily available that were
written in the past 10 years. Then I would carry out the in-
terview of the organization’s oracles and those available senior
management team (SMT) members.

I then use the checklist in Appendix 7A and amend to reflect
my findings. I always ask one member of the SMT to review
before the checklist is used in the workshop.

Getting the Success Factor List Ready for Workshop 3

The output of workshop #1 will provide feedback to modify
some of these SFs. After workshop #1 two or three staff members
update the SF list from the feedback received in workshop 1
and then list the proposed SFs on an A3 sheet of paper or on a
whiteboard so that staff members can commence workshop #3
without delay.

I tend to use an A3 sheet of paper as it saves time in writing
out the success factors on the whiteboards. Each team of 5 to
7 people needs either an A3 sheet of paper or a whiteboard
containing all the agreed success factors.

The team designated to summarize the output from work-
shop #1 will have only 40 minutes, so preparation beforehand is
important. We cannot afford any delays in starting workshop #3.
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Checking that Each Team Understands How the Relationship
Mapping Works

It is easy for teams to get the arrows the wrong way around.
We are looking at cause and effect. It is understandable that
some relationships are two-way; in these cases, we draw two
aArrows.

I get all workshop attendees started doing an airline exam-
ple in workshop #2, as shown in Exhibit 7.9. This is a particularly
good exercise as all attendees understand the fundamentals of
an airline industry. T assign attendees one of the shaded SFs,
ones I know are important to an airline. It is good to have
different work groups doing the same success factor. I do a
demonstration and draw some arrows out to SFs that are influ-
enced. I then get the attendees started. After 15 minutes I ask,
“How many arrows out have you got?” and we collate results.
The beauty of this exercise is that it does not matter that one
team has 10 and another 16 arrows out for the same success
factor. Each team will have a different materiality level when
establishing the arrows (e.g., one team may find 20 arrows out
from the “timely arrivals and departures of planes” success fac-
tor; other groups may find 10, 12, or 15 arrows out).

Mapping the Relationships of the Organization’s Success
Factors (Workshop 3)

In workshop #3 we hand the A3 sheet of paper or wheel
in the whiteboards which have been prepared with the SFs
from workshop #1, as mentioned already. We ask the teams
to separately map the relationships. I ask one team to first
concentrate on those relationships in the first third of the A3
sheet of paper/whiteboard, the next team the middle third,
and so on.
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Each team is told to take one SF and then draw the ar-
eas where it impacts on another SF across the whole organiza-
tion, as shown in Exhibit 7.9. This exercise begins slowly and
then becomes quicker as teams remember where the SFs are
positioned.

It is good to encourage teams to allow members to draw
a relationship in without the need to debate it so teams have
members simultaneously drawing arrows reflecting the cause-
and-effect relationships.

Handling the Variety Involved

I ask each team to give me its top five success factors, the ones
with the most arrows out. They may have SFs with the same
number of arrows out, so I still limit them to their top five (e.g.,
1st, 2nd,=3rd,=3rd, 4th or =1st,=1st,=2nd,=2nd, 3rd). T list
their scores on a summary chart (see Exhibit 7.10) to see which
SFs selected are the most significant. I avoid the temptation to
use a weighting; doing so would be trying to add certainty to a
subjective process. I believe that the SFs rated in the top five by
most or all of the teams are most likely to be the organization’s
CSFs.

Running the Workshop Exercises

Every facilitator has his or her own style. A good teaching tech-
nique is to always demonstrate what is intended to the whole
group. Hand out the written instructions, as set out in Appendix
7D, and then read the instructions twice.

I always ask for a volunteer chairperson. I say, “If you do
not want to give feedback to the whole group, volunteer to be
the chairperson, and then you can delegate the feedback task
to someone else.”
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If you have set up the workshop properly, you will find that
the work groups start this exercise quickly. A sign of success is
that you can leave the room for 15 minutes or so, allowing the
work groups to make their own way.

Testing the CSFs

After Day 1 of the workshop is over, the KPI project team test
the list of the top five to eight critical success factors against the
six BSC perspectives and the organization’s strategic objectives.
(See Exhibits 7.11 and 7.12.)

In Exhibit 7.12, the shortlisted CSFs are not impacting strate-
gic objective #4. Thus, we need to ask whether we need to add
another CSF, reword a CSF so it is more encompassing, or ques-
tion whether strategic objective #4 is correct in the first place.

EXHIBIT 7.11 How Do Your Top Five to Eight CSFs Cover the Six
Perspectives of Performance?

Perspectives
Critical Learning Environment
success Customer Staff & Internal &
factor Financial focus satisfaction growth process community
E.g, J Vv Vv J J possible
timely
arrival and
departure
of planes
XXXXXX Vv Vv J
XXXXX Vv
XXX v v v i
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EXHIBIT 7.12  Testing that Your Top Five to Eight CSFs Link to Your
Strategic Objectives

Strategic Objectives (SO)

Critical
success factor  SO#1  SO#2  SO#3 SO#4  SO#5 SO#6

E.g., timely i Vv possible
arrival and

departure of
planes

1. XXXXX 4 i J
. XXX v

2
3. 000K J
4
5. oo J J
6
7

- XXXX v v v

Note

1. “Key Performance Indicators Manual: A Practical Guide for the
Best Practice Development, Implementation and Use of KPIs” (Aus-
Industries 1996). Now out of print.

Appendix 7A: Where to Look for Your Success Factors

In your search for the organization’s SFs, have
you reviewed the:
Vision statement? U Yes 0O No
Mission statement? U Yes 0O No
Values statement? U Yes 0O No
Strategic plans over the past 5 to 10 years? U Yes 0O No
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In your search for the organization’s SFs, have
you covered:

An analysis of economic, social, political,
environmental, and technological trends that
will shape the general context in which the
organization operates?

Analysis of the markets in which the
organization operates and identification of
future trends and developments?

Review of current expectations and satisfaction
levels of the organization’s key customers?

Analysis of likely future customer expectations
and requirements?

Review of current supplier performance and
likely future requirements, and the status of
those relationships or partnerships?

Analysis of the financial status of the
organization and the available capacity to
meet future requirements?

Review of the human resource capabilities of
the organization, taking into account the
future requirements identified?

Review of the existing organizational culture
and its appropriateness for meeting the
anticipated challenges?

Have you checked to ensure that the wording
of each SF is as specific as possible?

Have you looked for missing SFs?

Have you short-listed between five and eight

CSFs?

Have you used the workshop processes
suggested?

Do the CSFs address all six of the
perspectives?

Have you tested the short-listed CSFs to ensure
that, between them, they link back to all the
organization’s strategic objectives?

J Yes

O Yes

O Yes

O Yes

O Yes

O Yes

O Yes

O Yes

J Yes

O Yes
O Yes

O Yes

O Yes

O Yes

J No

O No

O No

0 No

O No

0 No

0 No

J No

J No

O No
O No

J No

J No

O No
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Appendix 7B: Letter Invite from the CEO

Date:

Invitation to Attend a Two-Day Critical Success Factor
Workshop

Understanding, measuring, and managing critical success
factors (CSFs) are increasingly important to ensure the sur-
vival and future prosperity of organizations in these times
of economic recession and uncertainty.

Most organizations, like ours, know their success fac-
tors. However, few organizations have:

m Worded their success factors appropriately.

m Segregated their success factors from their strategic ob-
jectives.

m Sifted through the success factors to find their critical
ones—their CSFs.

m Communicated the CSFs to staff.

It is the CSFs, and the performance measures within
them, that link daily activities to the organization’s strategies.
We have thus asked [name] to run a two-day workshop
to help us to separate the CSFs from our success factors.
During this workshop we will also commence brainstorming
measures within these success factors. [Name] will introduce
the new thinking on Winning KPIs based on the work of
David Parmenter from his book, which is a best seller in
performance measurement.

Our aim is to use fewer performance measures and to
measure only what is important and to measure these im-
portant measures more frequently.
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We are seeking a group selected from experienced staff
covering the regions and head office and including the
different roles from administrators to the senior manage-
ment team. I believe you would offer much to this exercise
and request that you set aside the time to attend.

I welcome your support on this important project. The
project teams of [person 1], [person 2], [person 3], and [per-
son 4] will need and appreciate your support.

Please confirm availability to attend this workshop after
having discussed it with your manager. I look forward to
meeting you at the workshop.

Kind regards,
CEO

Appendix 7C: Success Factors Workshop
Planning Checklist

Scheduling the date, venue, and
attendees:

Have you obtained the CEO’s O Yes 0O No
commitment?

Have you an agreed list of the attendees? O Yes 0O No

Has a letter gone out from the CEO O Yes 0O No
inviting the selected staff?

Has the CEO and senior management O Yes 0O No
diaries been reviewed?

Book venue and equipment:

Checked adequacy of room? O Yes [ No
Finalized costs? O Yes 0O No
Organized flip charts (one for every six O Yes 0O No

to seven staff)?

(Continued)
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Organized lapel microphone and speakers? O Yes 0O No

Lectern? UYes 0 No

Two whiteboards? O Yes 0O No

Booked accommodations for attendees at or O Yes 0O No
near venue?

Organized meals, including any special O Yes 0O No
dietary requirements?

Layout of room? O Yes 0ONo

Workshop prework:

Prepared a list of the current understood O Yes 0ONo
success factors?

Set up the draft success factors in a word U Yes 0ONo

document, landscape format, placing each
SF in a box (e.g, like the airline example in
Exhibit 7.9) so it can be updated quickly for
workshop #3?
Sent out the workshop timetable and O Yes 0O No
prereading?

Organizing the workshop facilitators:

Agreed on fees? O Yes 0O No
Booked flights? O Yes 0O No
Asked facilitator to familiarize him-/herself OYes 0O No

with this chapter and material on
www.bettermanagement.com?

Booked accommodations for facilitator at or O Yes 0O No
near venue?

Organized taxi to meet and greet facilitator at O Yes 0O No
airport?

During the process of finding the success
factors, have you consulted with:

Employee representatives? O Yes 0ONo
Key customers? O Yes 0ONo
Key suppliers? O Yes 0ONo
The board? O Yes 0O No

226



Critical Success Factors Kit

Appendix 7D: Workshop Instructions
Exercise 1: Revisiting Some of Your Performance Measures

Learning Outcome
Restating Measures in the Current and Future Timeframes

Steps Time

Working by yourself, list a couple of measures you 10 mins
currently use and restate them in the current and future
context. Use the attached worksheet for documenting
your work. For example, number of late planes last week
becomes late planes in the air over 2 hours late (current)
and number of initiatives to be implemented this month to
target areas that are causing late planes (future).

Workshop 1: Revisiting [Your Company’s] Success Factors

Learning Outcomes
Short-list the success factors (SFs) that are relevant.
Reword the SFs to make them more relevant and pass the
14-year-old test (a 14-year-old would understand the SFs
and what was needed to improve performance).

Steps Time

1. Select a chairperson. His/her role is to ensure
everybody understands the outcome, understands
the instructions, and has an opportunity to
contribute.

2. Look at the SFs in the perspectives you have been 20 mins
assigned. Is the SF wording as specific as possible?
Are any SFs missing?

3. Each group reports back on their SFs, and a master 5 mins for
list is prepared. each group
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Workshop 2: Relationship Mapping Using an Airline’s
Success Factors

Learning Outcome
Learn how to do relationship mapping.

Steps Time

1. Select a chairperson. His/her role is to ensure
everybody understands the outcome, understands
the instructions, and has an opportunity to
contribute.
2. Using the list of airline success factors, map the 20 mins
relationships between the success factors assigned to
your group. Draw the arrow, ensuring the direction
of influence is clearly visible. If a relationship is both
ways, draw two arrows. Start this process in the
designated area of the SF sheet assigned to you.
3. When you have finished, count the “out” arrows. 5 min

Workshop 3: Perform the Relationship Mapping of
[Your Company’s] Success Factors

Learning Outcome
Ascertain the five-to-eight critical success factors that are
relevant to [your companyl.

Steps Time

1. Select a chairperson. His/her role is to ensure
everybody understands the outcome, understands
the instructions, and has an opportunity to
contribute.
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Steps

Time

2. Using the list of success factors supplied
and the relationship-mapping technique,
map the relationships between the success
factors. Draw the arrow, ensuring the
direction of influence is clearly visible. If a

relationship is both ways, draw two arrows.

Start this process in the designated area
assigned to you.

3. When you have finished, count the “out”
arrows. List the three success factors that
have the most arrows going out.

4. Each group reports back on the three SFs
with the most arrows out.

80 mins

10 mins

2 mins for
each group

Workshop 4: Brainstorm Performance Measures for the Top

Five to Eight CSFs that Have Been Identified

Learning Outcome

Understand how to brainstorm performance measures.

Steps

Time

1. In your work groups, rotate the
chairperson. His/her role is to ensure
everybody understands the outcome,
understands the instructions, and has an
opportunity to contribute.

2. With the given CSF, brainstorm the likely
performance measures.

3. Each group reports back on three of the
most important measures it has in its CSF.

20 mins

2 mins for
each group
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Workshop 5: Brainstorm the Measures for Your Team Scorecard

Learning Outcome
Redevelop the measures in your team scorecard.

Steps Time

1. Return to your work groups. (People from
the same team have their own group;
merge teams of less than three with other
small teams.)

2. Rotate the chairperson. His/her role is to
ensure everybody understands the
outcome, understands the instructions, and
has an opportunity to contribute.

3. Select the critical success factors that are 1 min
relevant to your team.

4. Brainstorm the selected CSFs, checking to 100 mins
see that you have a balance of past, (split over
current, and future measures. One person two sessions)

should record the measures on the existing
team scorecard template and save in a
specified area on the hard drive.

5. Each work group reports back on two or 3-5 mins per
three measures, stating how it is to be group
measured, what type of measure it is, how
the measure has been fine-tuned. (Please
do not discuss measures already covered by
other teams.)

Workshop 6: Design a Daily/Weekly KPI Report for
the Senior Management Team

Learning Outcome
Develop some reporting formats for the senior management
team.
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Steps Time

1. Back in your work groups, rotate the chairperson.
His/her role is to ensure everybody understands
the outcome, understands the instructions, and has
an opportunity to contribute.

2. Based on the work of Stephen Few, discussed in 20 mins
the presentation, and the existing [company name]
reports, design a new report for management.
Think of either a daily or a weekly report,
covering progress on a critical success factor. At
this point, you do not need to worry about
content. One person in the work group should
draw the designed report on a flip chart.

3. Fach work group reports back on the report 5-10 mins
design and mentions the features that will make it per group
work.

Workshop 7: Design a Dashboard for the Board

Learning Outcome
Develop innovative graphs for a new dashboard for the
board.

Steps Time

1. In your work groups, use the short-listed CSFs to 20 mins
look for some meaningful KRIs.

2. One member of your team is to look around the
room at the brainstorming done by others.

3. Design two graphs for a dashboard for the board. 10 mins
One person in each work group should draft the
graph electronically using the template provided.

4. Each work group reports back on the design and 5-10 mins
mentions the features that will make it work. per group
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Workshop 8: Presenting Your Next Steps

Learning Outcome
Learn from other participants’ implementation plans.

Steps Time

1. Working in teams (policy, accounting, dispatch,
production, sales, etc.), select a chairperson.
His/her role is to ensure everybody understands
the outcome, understands the instructions, and has
an opportunity to contribute.
2. Look at your existing team scorecards and analyze 10 mins
the measures included in them. (What changes do
we need to make? What is missing?)

3. Plan your next steps, and prepare a few slides to 40 mins
present to the senior management team.

4. Teams present their next steps when the senior 3 mins for
management rejoins the group. (There may be each team

time for only four or five presentations.)
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CHAPTER 8

Brainstorming Performance
Measures

xhibit 8.1 shows how I demonstrate brainstorming of mea-
E sures to attendees. There is a webcast on www.better-
management.com; search under “Parmenter” and invest 40 min-
utes listening to the “Sorting the Wheat from the Chaff” webcast
to fully understand these diagrams.

EXHIBIT 8.1 Brainstorming Performance Measures Diagrams

I ask what aspects
or areas should be
measured in this
success factor. No
suggestion is wrong.

I always aim for at
least five aspects.
Look for key words
in the CSF wording.

241



Key Performance Indicators

EXHIBIT 8.1 Brainstorming Performance Measures Diagrams

(Continued)

We start
brainstorming the
likely measures,
which include:

Number of
recognitions
given last week

Number of
planned
recognitions for
next week

Number of health
and safety
incidents last
week

Number of health-
related trainings to
be run in the two
months and
months 34

The next stage is to
mark the measures
that are:

Past measures
(number of calls
made by due date,
number of
incomplete fields
in the database)

Current measures
(yesterday’s
sales activity,
today’s sales
visits)

Future measures
(number of key
customers with
no follow-up date
within the next
14/21 days)
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CHAPTER 9

Implementation Variations for
Small-to-Medium Enterprises
and Not-for-Profit Organizations

‘ocr hen T first wrote about the 12-step process, I set out an
indicative implementation Gantt chart (see Exhibit 9.1).
Attendees from small-to-medium enterprises (SMEs) often re-
quest my advice on a simpler truncated process.

Small-to-Medium Enterprises

For SMEs, it is possible to truncate and merge the 12 steps
into eight phases. The major changes to the implementation, as
shown in Exhibit 9.2, are:

The “senior management team (SMT) commitment” and “set-
ting up a holistic KPI strategy” are merged together. The SMT
ensures that the timing is right before the project starts (e.g.,
no major projects or events will sidetrack the SMT in the
next six weeks).

Kick-start the process by having a two-day critical success
factor (CSF) workshop. This helps sell the concept to those
attending and delivers the CSFs to management and the
board. Even if the project is canceled at this stage, much
would have been gained.
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Key Performance Indicators

The key performance indicator (KPD) team will have gained
much from attending the workshop. After their training and
empowerment, they commence a series of rollout team
scorecard workshops. At the workshops, the SMT stresses
the importance of active participation and the reasons for the
project, and introduces the KPI team who are delivering the
workshop. The workshop only needs to last one day. It can
be run successfully with up to 80 staff.

The KPI team selects the winning KPIs after they have run
the team workshops. It is highly likely that the KPIs will
have emerged from that process.

It is possible for an SME to further shorten the process. The
CSF workshop can incorporate a team scorecard component, as
shown in phase 2 in Exhibit 9.3. This modification requires much
more organization before the workshop and representatives of
teams attending the CSF workshop.

This process need not cost a huge amount of money. The
key issue is commitment of the SMT, the freeing up of two staff
members to be full time on the project, and a will to finish what
has begun.

Not-for-Profit Organizations

Not-for-profit organizations need to drive focus, accountability,
and alignment just as much as private sector organizations do. In
not-for-profit organizations, intangible assets increasingly make
the difference in performance. Staff knowledge, stakeholder
relationships, and cultures of innovation and change need to
be managed and enhanced. I believe there needs to be a re-
wording of the balanced scorecard perspectives, as set out in
Exhibit 9.4.
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Key Performance Indicators

EXHIBIT 9.4 BSC Perspectives for Not-for-Profit Organizations

Singapore
Government Balanced Scorecard Surf Life Saving
Agency Institute (not-for-profit)
Stakeholder/ Citizens/students/ Satisfaction of
customer parents/stakeholders districts and clubs
Learning & Organizational capacity ~ Learning & growth
development of full-time staff
Operational Internal process Internal process
excellence
Resource Financial stewardship Financial
management
Need to add Need to add
Environment & Environment & Environment &
community community community
partnerships
Staff satisfaction  Staff satisfaction Staff & member
satisfaction

Not-for-profit organizations often tell me that performance

measurement “will need to be different in our sector” (e.g., “We

do not have any need for daily or weekly KPIs”). 1 disagree

with this view; there are a number of measures that not-for-

profit organizations need to monitor on a daily/weekly basis.

These include:

Daily Notification to Chief Executive Officer (CEO)
Complaints from key stakeholders or donors

Abandon rate at call center—caller gives up

Complaints not resolved on first call

Candidates for new positions who have outstanding job

offers
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Implementation Variations for Small-to-Medium Enterprises

Expressions of interest from candidates that have not been
responded to within 24 hours of receipt of interest

Weekly Notification to CEO/Senior Management Team
Number of attendees registered by division for the in-house
training course(s) to be run in the next fortnight
Late reports by manager
Late/overdue projects by manager
Number of employees who have received recognition in
past week, two weeks, month
Number of recognition events and awards to staff planned
for next two weeks, four weeks
Percentage of waste generated/recycled in past week
Expected launch dates of new services or fundraising cam-
paigns
Capital expenditure projects running behind schedule (top
20 projects)

Average mainframe response time

Percentage of staff who have been absent for more than two
weeks, who have a back-to-work program

Percentage of days where key systems were backed up
overnight this week

Number of post-project reviews still outstanding

Number of initiatives implemented from stakeholder satis-
faction survey

Number of initiatives implemented from the recent staff
opinion survey

Number of initiatives implemented post—-employee satisfac-
tion survey

This list is by no means complete. In other words, much can be
measured during the month in not-for-profit organizations.

No doubt some of the 12 steps will need to be handled
more carefully (e.g., consultation with employees and unions,

249



Key Performance Indicators

EXHIBIT 9.5 Private Sector versus Not-for-Profit Implementation

Private sector

Not-for-profit sector

The four foundation stones
Seven KPI characteristics
12-step or 8-phase process

16-week timeframe

Find an external project
facilitator
CEO involvement

Start off with a six-perspective
balanced scorecard template

Find the critical success factors

Follow the 10/80/10 rule

Select a small KPI team to be
full time on the project

“Just do it”

Use existing systems for the first
12 months

Trap all performance measures
in a database and make them
available to all teams

KPI reporting formats are an art
form, not a science

You may need to rename the
scorecard

No change

No change

Based on the size rather than the
sector

Government agencies will have
additional cultural problems
around swift implementations

Just as valid

Will need more checks and
balances to ensure this is
maintained

The same six perspectives will be
required; you may need to
include “stakeholder and
customer” satisfaction together

No change

No change

No change, albeit there may be a
culture of unfinished projects

As important as ever; there may
be a tendency to try to
intellectualize the exercise

No change

No change

No change

No change
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Implementation Variations for Small-to-Medium Enterprises

speed of implementation, whether the key performance indica-
tor project can fit in the appropriate window of opportunity).

Exhibit 9.5 demonstrates that the key processes and steps
remain constant whether the implementation is for a private
sector or not-for-profit organization.
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CHAPTER 1()

Implementation Lessons

How to Implement Winning KPIs in 16 Weeks

Kaplan and Norton, in their groundbreaking book, The Bal-

anced Scorvecard: Translating Strategy into Action, indicated

that 16 weeks is sufficient time to establish a working balanced

scorecard with key performance indicators (KPIs). However,

organizations of all sizes and complexity stumble with this pro-

cess, and 16 weeks easily turns into 16 months. The key to

success is to learn 11 key lessons:

\S]

10.
11.

N I R N

. Appoint an external project facilitator.
. Begin with senior management team (SMT) commitment

and education.

. Start off with a six-perspective balanced scorecard template.
. Focus on the critical success factors (CSFs).
. Follow the 10/80/10 rule.

Select a small KPI team to be full time on the project.

“Just do it.”

Use existing systems for the first 12 months.

Trap all performance measures in a database and make them
available to all teams.

KPI reporting formats are an art form, not a science.

You may need to rename the scorecard.
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Lesson 1: Appoint an External Project Facilitator

A suitably skilled external project facilitator is the key to success.
Without this position being filled, dangers lurk everywhere.
Throughout this book, you will see the important role the exter-
nal project facilitator plays. External project facilitators should
be free of any proprietary applications, be well versed in per-
formance measures, have well-rounded consultancy skills, have
the credentials so that the SMT will listen and follow advice,
and be able to motivate those they come in contact with.

The external project facilitator’s role will be full time for the
first three weeks and then part time as the project team takes
over. It is important that the external project facilitator takes a
backseat, as a mentor would, as soon as possible as the project
team gains confidence. Toward the end of the project, there
may be only a catch-up meeting once every two weeks, with
key documentation being reviewed via e-mail in the intervening
period.

Benefit of This Action. Helps keep the SMT focused and
offers a sound platform from which the in-house team can excel.

Lesson 2: Begin with Senior Management Team:
Commitment and Education

The SMT attitude is crucial—any lack of understanding, com-
mitment, and prioritizing of this important process will prevent
success. It is common for the project team and the SMT to fit a
KPI project around other competing, less important firefighting
activities.

The SMT must be committed to the KPI project and to driv-
ing it down through the organization. Properly implemented,
the KPI project will create a dynamic environment. Before it
can do this, the SMT must be sold on the concept. This will
lead to the KPI project’s being treated as the top priority, which
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may mean that the SMT allows some of those distracting fires
to burn themselves out.

As a first step, set up a half-day workshop for the entire
executive team and for those members of your in-house team
who will be required to lead the project to success. The desired
outcome of this workshop is an understanding of the issues,
the benefits, why the current performance measures in use are
never going to create the desired change, and a short list of
the organization’s success factors. After this workshop, the SMT
should be in a position to commit to the KPI project or put it
back to simmer.

That commitment will involve the SMT putting aside time
each week to perform exercises, including giving feedback on
suggested measures, being available to the KPI team for inter-
views, perhaps visiting organizations that are successfully using
KPIs, and approving the balanced scorecard (BSC) investment
proposals—all within a tight timeframe so as to keep within that
16-week implementation period.

Consider this quote from a senior consultant:

Senior staff view the development of the BSC as an end in
itself and go through the motions to keep the boss happy. If
the SMT is not strategic in its perspective and consequently
does not see the BSC as a tool to belp it better understand
and manage the ovganization, this will be reflected in a loss
of interest when the process of development gets tough, for
example, when deciding on which KPIs to use and the trade-
offs to be made. While the role of the SMT is important, the
role of the CEO is critical. The CEO must be the central driver
carrying the embryo BSC with him all the time, talking about
it frequently, and so on.

Organizations sometimes find that support for the BSC
flounders if a new chief executive takes the helm before full
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implementation. It is important to sell, sell, sell the benefits to
all new SMT members through their emotional drivers or their
points of pain.

The BSC will help the organization rethink its strategies.
Sometimes it may be better to redirect resources from the next
strategic planning exercise into the KPI project.

Benefit of This Action. The SMT will get a buzz from being
involved in a dynamic project, which will enhance understand-
ing of their business and improve the implementation of their
organization’s strategies.

Lesson 3: Start Off with a Six-Perspective Balanced
Scorecard Template

Too often, time is spent debating the perspectives, their names,
and the design of the scorecard. The SMT loves this time of
intellectualizing; however, it does not create much value. It is
easy to get carried away with the debate, spending months
determining the perspectives while making little progress on
defining the CSFs.

Too much time can be spent debating whether there are
four, five, or six perspectives and what their names are. Let me
save you some trouble. You will need:

One on the financials performance—call it financial

One on the development of the staff—call it learning and
growth

One on customer satisfaction—call it customer focus

One on internal business processes—call it internal process
One on staff satisfaction—call it staff satisfaction

One on relationship with the environment and the
community—call it environment/commumnity

Using the suggested six perspective names will mean that
you are using a better-practice perspective template for the

256



Implementation Lessons

first 6 to 12 months. After 12 months, the SMT and staff will have
enough experience, knowledge, and understanding to fine-tune
the perspective names to better suit the organization’s needs.

Benefit of This Action. The SMT members will invest the
scarce time they have available for this project in more important
areas.

Lesson 4: Focus on the Critical Success Factors(CSFs)

The CSFs determine organizational bealth and vitality and
where the organization needs to perform well. Key result indica-
tors (KRIs), result indicators (RIs), performance indicators (PIs),
and KPIs are the actual performance measures, which naturally
cascade from these CSFs. It is crucial that the SMT focus on pro-
viding the project team with CSFs. If this is done well, winning
KPIs are much easier to find.

Most organizations know their success factors (SFs). How-
ever, few organizations have:

Worded their SFs appropriately.

Segregated out SFs from their strategic objectives.

Sifted through the SFs to find their critical ones—their criti-
cal success factors.

Communicated the CSFs to staff.

If your organization has not completed a thorough exercise
to know its CSFs, performance measurement will be a random
process. It will create an army of measurers producing numer-
ous numbing reports, measurers who often “measure” progress
in a direction very remote from the strategic direction of the
organization.

CSFs identify the issues that determine an organization’s
health and vitality. When you first investigate CSFs, you may
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Short-listing the CSFs by relationship
mapping

<

EXHIBIT 10.1 Relationship Mapping to Find the CSFs

come up with 30 or so issues that can be argued are critical for
the continued health of the organization. The second phase of
thinning them down is relatively easy, as the more important
CSFs have a broader influence, impacting many success factors.
Better practice suggests that there should be only between five
and eight critical success factors.

Once you have the right CSFs, finding the KPIs is much
easier, as they will reside within these CSFs factors. This process
is performed by mapping the relationships (see Exhibit 10.1) and
is explained in detail in Chapter 7. The CSFs that have the most
influence—shown in Exhibit 10.1 as the critical success factor
with four arrows going out—are the ones to focus on first. All of
the organization’s KRIs and KPIs will be measuring performance
within these critical success factors.

Benefit of This Action. Finding an organization’s CSFs is,
I believe, the goal of management. It will have a profound
impact on staff members, as for the first time they will know
what their focus should be on a daily basis. It will also help link
daily activities to strategy and improve all forms of performance
reporting.
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Lesson 5: Follow the 10/80/10 Rule

Many balanced scorecards fail because the wrong measures are
used. In such exercises, all their measures are called KPIs. I
argue that many organizations are not working with their true
KPIs, measures with special characteristics that were discussed
in Chapter 1.

Kaplan and Norton recommend no more than 20 KPIs. Hope
and Fraser!' suggest fewer than 10 KPIs. The 10/80/10 rule is a
good guide: 10 KRIs, up to 80 RIs and PIs, and 10 KPIs.

The KPI project team and SMT need to concentrate on iden-
tifying those 10 KRIs, 80 RIs and PIs, and 10 KPIs that really
matter. They must have a good understanding of the charac-
teristics of KRIs, RIs PIs, and KPIs and be able to distinguish
between them before they deliver any workshops.

Many organizations call every measure a KPI and end up
with over 200, which creates confusion rather than clarity. All
leading writers are saying the same thing: “Less is better.”

Many people confuse result indicators with KPIs. Sales, net
profit, customer satisfaction, and return on capital employed are
not KPIs, as they are a result of many events occurring. These
examples are KRIs, as they are measures that give a clear picture
of whether you are traveling in the right direction. If a problem
exists, they show it, but they will not tell you what you need to
do to correct it.

KRIs provide useful information to the board of directors,
which should not be involved in day-to-day management. The
KPIs lie several layers beneath the KRIs. The KPIs connect the
“workface” to the chief executive officer (CEO). During the day
or every morning, CEOs working with KPIs are contacting peo-
ple directly asking for explanations or giving recognition of their
success. Not all teams will have KPIs, as they cannot influence
them. These teams will have RlIs and PIs. It is important to note
that the 10/80/10 is for the whole organization and is repeated if
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you have a totally separate business unit (e.g., different business
units selling umbrellas and ice cream).

Benefit of This Action. The KPI team will immediately
focus on the end product (the 10/80/10) and not try to identify
80 KPIs in 200-odd performance measures.

Lesson 6: Select a Small KPI Team to Be Full Time on the Project

KPIs can be designed successfully by a small team. Kaplan and
Norton have seen BSCs designed successfully by an individual
who had an in-depth understanding of the business.

Notwithstanding this possibility, a team approach with bet-
ween two and four full-time staff members is recommended,
as set out in Chapter 3. The external project facilitator, if in-
volved right at the beginning, should help the SMT pick a team.
Research into personnel records is recommended, as many tal-
ented staff members who may have already had some KPI ex-
perience are found in obscure places. You need to look for
staffers who have excellent presentation skills, knowledge of
the organization and its market, a track record of innovation
and completion, sound communication skills, and the ability to
be cheerful under pressure (a recruiting trick of Sir Edmund
Hillary). See Chapters 3 and 4 for recruitment suggestions.

The SMT needs to have the selected staff committed full time
to the KPI project. By that I mean the family photos are removed
from their desk and taken to the project team location. Their
second in command will move into their office and undertake
their duties, a succession-planning bonus.

Once selected, this team must have a direct reporting line to
the CEO (see Exhibit 10.2). Any layer in between means that the
SMT and CEO have not understood just what SMT commitment
means.

Besides the KPI project team, the organization also needs to
identify a liaison person (a coordinator) for each business unit
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CEO

:

KPI project team

External
SMT 4P| (pofour [P oitator

members)
Business unit KPI team Team building their Interested
coordinators coordinators own performance stakeholders
measures

EXHIBIT 10.2 KPI Team Reporting Directly to the CEO

and team. This liaison person needs to be knowledgeable about
the operation and be available to provide detailed knowledge
and feedback to project team members.

Senior managers should exclude themselves from the project
team. Including an SMT member in the team will lead to a string
of canceled meetings as the senior manager is caught in the
firefighting activities that make up much of their working days.
Even SMT members with the best willpower in the world can
never be fully focused on just one project.

Benefit of This Action. This action will lead to a carefully
picked project team who, along with the coordinators, will have
a good chance of success.

Lesson 7: “Just Do It”

The exact structure of the KRIs, RlIs, PIs, and KPIs is rarely
right the first time. Kaplan and Norton agree with Nike and
say “Just do it.” The SMT and KPI project team need to ensure

that the project culture is a “just do it” culture. It is important
to ensure that the project team does not spend too much time
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on research. The key references are this KPI book and 7he
Balanced Scorecard: Translating Strategy into Action.?

A “just do it” culture means that the team will not have to
rely on external experts to run the project. CEOs are often wary
of large projects that they perceive to be managed by expen-
sive international consulting firms. The past decade is littered
with six- or seven-figure consulting assignments that have not
delivered on the value expectations. A “just do it” culture brings
the belief that the project team can do it. The external project
facilitator’s role here is to ensure that the project team members
remain confident (but not overconfident) and have picked up
all the required skills they will need (e.g., delivering persuasive
KPI presentations).

Benefit of This Action. The project will be protected
against procrastination and have a good chance of implement-
ing the KPIs within a 16-week period.

Lesson 8: Use Existing Systems for the First 12 Months

The project team should promote the use of existing in-house
applications for the collection and reporting of the performance
measures for at least the first 12 months. Much can be done with
standard applications, such as Excel, PowerPoint, SharePoint
Team Services, and Access. Often there is no need to purchase
specialized software at this stage. Any such purchases can be
done more efficiently and effectively 12 months down the track.
The appropriate timing for implementing software to aid in the
collection and deployment of KPI data will, however, vary from
organization to organization. Some organizations may have a
resident application that performs this task well or may already
know which application they will use for this task and thus can
invest in the appropriate systems earlier.

Sophisticated intranet software is of great assistance and is
most likely available in-house. These applications will help the
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team set up its intranet Web site so that anyone interested in
the development of performance measures can obtain access
and contribute. Such applications can provide preformatted lists
with expiration dates to keep announcements current and a
place to collaborate on the development of KPI documentation
and reports in real time.

The team will need to update the intranet site frequently
themselves. Updating is too important to be left to a systems
administrator who is not part of the project.

Benefit of This Action. Focusing on an immediate solu-
tion using existing in-house software will avoid compromising
the project time scales by delays in prepurchase assessments,
purchasing, and implementing a new system.

Lesson 9: Trap All Performance Measures in a Database and
Make Them Available to All Teams

During the 16 weeks, a number of performance measures will
be found that, while not in the top 10 KPIs, still are highly
relevant to business and service teams.

The project team needs to establish a database to record
these measures and communicate them through a KPI intranet
home page. It is suggested that the database include these fields:

Description of the performance measure

Type of performance measure (KRI, RI, PI, KPD

Person responsible for the performance measure

System where data is sourced from or to be gathered
Which balanced scorecard perspective(s) the performance
measure impacts

Time zone (past, current, future)

Suggested target
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How often it should be measured (24/7, daily, weekly,
monthly)

Linkage to CSFs and SFs

Teams that have chosen to measure it (this can act like a
selection list), with a column for each team with a yes or no
indicating selection

The database should show not only all the current teams’
measures but also any discarded measures. The project team
can then help the teams, business units, and divisions with con-
sistency and completeness (e.g., one measure devised by one
team can and should be used by others, where appropriate).

During the 16 weeks, it is important that the project team
purge the database on a regular basis to eliminate duplication
and ensure consistency (e.g., the KPI team can suggest to one
team, “You might like to look at measure Y as teams A, B, and
C are choosing to use it”).

Benefit of This Action. This action will create a compre-
hensive and user-friendly resource for all.

Lesson 10: KPI Reporting Formats Are an Art Form,
Not a Science

What is required is a reporting regime that thoroughly addresses
those performance measures relevant to the CSFs and the six
perspectives.

It is recommended that the SMT leave the design of the
reporting formats (24/7, daily, weekly, and monthly reports) to
the KPI team, trusting in their judgment. The SMT should tell
the KPI project team that they will be happy to live with their
formats.

The key is to seek agreement that suggested modifications
will be recorded and looked into at the end of the agreed
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review period. It will come as no surprise that many suggested
modifications will not stand the test of time.

The KPI project team should make good use of the reporting
templates provided in Chapter 5 before attempting to develop
any of their own.

Benefit of This Action. This action leads to swift adoption
of better practice reporting templates.

Lesson 11: You May Need to Rename the Scorecard

Key result indicators, RIs, PIs, and winning KPIs should ideally
be structured within a balanced scorecard. However, across the
world, there have been many failed BSCs principally due to
garbage in, garbage out.

The word scorecard may have negative connotations to
management. If so, what about navigator, compass, or other
directional terms to help sell the concept and galvanize par-
ticipation? Changing the name is particularly important where
existing management have prior negative experiences with bal-
anced scorecards.

Some organizations offer a prize for the staff person who
comes up with the best name.

Benefit of This Action. This action creates a KPI project
name that helps galvanize the organization behind it.

Notes

1. Jeremy Hope and Robin Fraser, Beyond Budgeting: How Managers
Can Break Free from the Annual Performance Trap (Boston: Har-
vard Business School Press, 2003).

2. Robert S. Kaplan and David P. Norton, The Balanced Scorecard:
Translating Strategy into Action (Boston: Harvard Business School
Press, 1996).
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EPILOGUE

Electronic Media
Available to You

Dear Reader,

Thank you for reading my book. To support you in implementing win-
ning KPIs, the following electronic media are available (some for a small
fee):

Numerous webcasts on www.bettermanagement.com, a strategic
partner of mine. This organization is committed to improving per-
formance management around the world. These webcasts are free
to everybody.

On my Web site (www.davidparmenter.com), I have placed some
complementary electronic media, which will be helpful to readers.
A KPI starter kit is available from www.davidparmenter.com using
PayPal as a payment medium.

The performance measure database is available from www.david
parmenter.com using a PayPal link on the site.

I ask that you spare 45 minutes of your time and listen to my webcast,
“An Introduction to Winning KPIs,” on www.bettermanagement.com. I
hope you will find it a good starting point on your journey.

I wish you all the best on this profound exercise that can, if imple-
mented successfully, leave a legacy that will transcend your time in the
organization.

Please keep me informed of your success stories.

David Parmenter
parmenter@waymark.co.nz
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APPENDIX

Performance Measures Database

he key performance indicator (KPD) team will have gath-

ered and recorded performance measures from information
gained from discussions held with senior management, revisit-
ing company archives, reviewing monthly reports, and external
research. In addition, teams will, during brainstorming sessions,
come up with performance measures they wish to use.

These identified performance measures need to be re-
corded, collated, and modified in a database that is available
to all staff. This database will have a read-only facility for all
employees. Amendment is permitted only by team coordinators
(restricted to their area) and the KPI team (unlimited restriction).

Table A.1 is a listing of performance measures to help start
this process off. It will be a valuable resource when looking at
performance measures during brainstorming sessions. You can
acquire this database electronically from www.davidparmenter.
com (for a small fee).

It is advisable not to provide attendees with this list of per-
formance measures until they have performed some brainstorm-
ing and come up with measures themselves. Introducing this
list too early will lead to a narrowing of potential performance
measures.

Some of the performance measures in this list will be perfor-
mance indicators (PIs), result indicators (RD), key performance
indicators (KPIs), and key result indicators (KRIs). It is up to the
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KPI project team to ascertain in which of the four categories the

final set of performance measures should be placed.

The recommended category headings for a performance

measures database are set out in Chapters 3 and 4.

270

Key for Database

CF Customer Focus

EC Environment & Community

ES Employee Satisfaction

F Finance

P Internal Process

LG Learning & Growth

Past All measures measuring past activity (Note:
Yesterday’s activity is considered a current
measure.)

Current Yesterday’s or today’s activity

Future Measuring an event that is to occur in the future

(date of next meeting with key client, date of next
promotion, etc.)
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10/80/10 rule
description, 12—-13, 98-99
lesson (follow the 10/80/10
rule), 259-260

B
Balanced scorecard
description, 16-18
definition, 25
lesson (start off with a
six-perspective balanced
scorecard template),
256-257
lesson (you may need to
rename the scorecard),
265
six perspectives, 16-17
six perspectives (exhibit),
16
Behavior, negative behavior
towards performance
measurement, 14-16, 33
Benchmarking, 26
Best practice
definition, 26
Better practice
definition, 26
Beyond budgeting, 20-22
Board Dashboard (exhibit),
156-157

Index

C
CEO
letter: invitation to put
winning KPIs in your
organization, Xii
importance of CEO
involvement, X, xi
what they need to read
(exhibit), xvii
Critical success factors
a car manufacturer example,
32
a freight company, 203
an airline example, 31, 201
checklist, 134—-137
description, 36-37
identifying organization-wide
CSFs (step 6), 199-239
lesson (focus on the CSFs),
257-258
relationship mapping
(exhibit), 258
relationship mapping to
shortlist CSFs, 212-216

D
Dashboard for the board
dashboard (exhibit),
156-157
description, 155-163
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Index

Database
lesson (trap all performance
measures in a database and
make them available to all
teams), 263-264
list of useful measures
(appendix), 271-293
recording performance
measures in a database
(step 7), 74-77, 132
Decision-based reporting, 23
Definitions, 24-26

E
Emotional drivers, 44—46, 48
Employee questionnaire, 127
Empowerment, 26
Examples
a car manufacturer example
(CSP), 32
accident and emergency
department, 14-15
an airline example (CSF), 31
British Airways, 4-5
city train service, 14
distribution company, 5-6
food manufacturer, 36
government department, 34
road construction company,
20-21
Virgin Atlantic 18

F
Facilitator, external
appointment, 4647,
113-114
lesson (appoint an external
project facilitator), 254
reporting lines (exhibit), 52
Focus group workshop, 47-48,
102-103, 110-113, 151

296

Foundation stones
description, 29-37
exhibit, 30

Fraser, Robin, 12, 97

Future measures, 10, 98

H
Hope, Jeremy, 12, 97
Hoshin Kanri, 18-19

I
Implementation
in 16 weeks not 16 months
lesson learnt, 253265
eight phase implementation
for SMEs, 243-246
eight phase implementation
for SMEs (exhibits), 245,
247
not for profit, 246-251
roll-out exhibit, 64
SMEs, 243246
twelve steps (exhibit), 42
twelve steps outline, 41-106,
107-154

J

Just do it philosophy
lesson (“just do it”), 261-262
step 3, 55-60, 119-120

K
Kaplan, Robert S., ix, xvi, 12,
16-17, 51, 253
KPI team
establishing a “winning KPI”
project team (step 2),
51-55, 115-118
establishing a “just do it”
culture and process
(step 3), 55-62, 119-122
lesson (select a small KPI
team to be full time on the
project), 260-261



Index

mix of oracles and “young

guns,” 25, 52
reporting lines (exhibit),
52

training, 21, 54-55, 115-118
KPIs

background, 1-3

case studies, 46

characteristics, 6-8

checklist, 56-57

definition and description, 4

difference between KPIs and
KRIs (exhibit), 9

exhibits, 2, 10, 12

facilitating the use of winning
KPIs (step 11), 96-101,
146

refining KPIs to maintain their
relevance (step 12),
101-104, 146-153

selecting organizational
“winning KPIs” (step 9),
86-88, 141-143

KRIs

background, 1-3

definition, 2-3

difference between KPIs and
KRIs (exhibit), 9

exhibits, 2, 10, 12

L
Lag indicators, 8, 10-11
Lead indicators, 8, 10-11

M
Marketing
marketing the KPI system to
all employees (step 5),
67-74, 125-132
selling by emotional drivers,
44-46, 48

Measurement
learned reaction, 14-16
Mission
background, 37-38
definition, 38
exhibit, 35

N

Nonfinancial measures, 6, 9-10,
88

Norton, David P., ix, xvi, 12,
16-17, 51, 253

Not for profit, 246-251

o
Outcome measures, 8, 10

P
Pareto’s 80/20 rule, 83—84
Past measures, 10, 82-83
People practices, 23-24
Performance driver measures, 8,
10
Performance measures
current, 10
database, 271-293
database layout (exhibit), 75
description, 1-2, 24
four types (exhibit), 2
future, 10
past, 10
past, current, future (exhibit),
11
where to start first (exhibit),
79
Performance indicators (PIs)
background, 1-3
definition, 3
difference between PIs and
RIs (exhibit), 10
exhibits, 2, 10, 12
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Index

Project facilitator
appointment, 46-47
establishing a fjust do it’
culture, 55, 57

resource kit, 185-198

role in establishing the KPI
team, 51-55

role in establishing the KPI
team (checklist), 56-57

Q

Questionnaires, 109-110,
115-118, 127

Questions and answers, 187-195

Quarterly rolling planning
(exhibit), 22

R
Reporting
developing the reporting
framework at all levels
(step 10), 88-95, 143-146
lesson (KPI reporting formats
are an art form,not a
science), 264-265
step, 88-94
templates, 155-181
Resource kit
for facilitator, 185-198
for KPI team, 107-153
Result Indicators
background, 1-3
definition, 3—4
difference between PIs and
RIs (exhibit), 10
exhibits, 2, 10, 12
Rollout duration (exhibit), 64

S
Selling change
CEO, 45-46
emotional drivers, 44—46,
211-212
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emotional drivers example,
49
focus group workshop, 47-48,
102-103, 100-113, 151
marketing the KPI system to
all employee (step 5),
67-74, 125-132
Senior management team
(SMT)
commitment (step 1), 41-52,
108-114
definition, 26
lesson (begin with senior
management team:
commitment and
education), 254-256
Seven KPI characteristics,
6-8
Shortcuts, 48, 66-67, 71-72,
82
Small to medium enterprises
(SMEs), 241-243
Stakeholders, 30-31, 52, 59, 103,
211
Strategy
linking performance measures
to strategy through the
CSFs, 34-39
linkage to performance
measures (exhibit), 35
setting up a holistic KPI
development strategy
(step 4), 62-67
Success factors
description, 36-37
matrix, 233-239
relationship mapping success
factors (exhibit), 258
Systems
lesson (use existing systems
for the first 12 months),
262-263



Index

T
Team
performance measures
(step 8), 77-86
team scorecard (exhibit), 144,
170
Time frame for implementation
eight phases (exhibit), 245,
247
twelve steps (exhibit), 42
Timely measurement, 1314
Twelve-step model
description, 41
implementation timeline
(exhibit), 42
Step 1: senior management
commitment, 41-51,
108-114
step 2: establishing a
“winning KPI” project team,
51-55, 115-118
step 3: establishing a “just do
it” culture and process,
55-62, 119-122
step 4: setting up a holistic
KPI development strategy,
62-67, 122125
step 5: marketing the KPI
system to all employees,
67-74, 125-132
step 6: identifying
organization-wide critical
success factors, 199—239

step 7: recording performance
measures in a database,
74-77, 132

step 8: selecting team-level
performance measures,
77-86, 133-141

step 9: selecting
organizational “winning
KPIs,” 86-88, 141-143

step 10: developing the
reporting framework at all
levels, 88-95, 143-146

step 11: facilitating the use of
winning KPIs, 96-101, 146

step 12: refining KPIs to
maintain their relevance,
101-104, 146-153

\%
Values
background, 34-35
exhibits, 35, 172
Vision
background, 34-35, 38-39,
70-71
definition, 38
exhibits, 35, 172

w

Winning KPIs, the seven
characteristics, 6-8

Worksheets for steps, 105-163

Workshop agendas, 110-113,
130-132, 153, 208-211
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Praise for

KEY PERFORMANCE INDICATORS,

Second Edition

f‘David Parmenter has a knack of getting to the heart of the issue, a
good trait for a KPI consultant. His book is no different: David minces
few words about what a key performance indicator is and isn’t and
how true KPIs can dramatically impact business performance. This
pragmatic guide is chock-full of useful forms and tips that will enable
pny burgeoning performance manager to succeed in creating effec-
tive KPIs.”

—Wayne Eckerson, Director
TDWI Research

“David has done it again—he has harvested the best ideas from the wide array of books,
articles, and white papers on performance measurement, and crafted them into a single,
easy to understand ‘how-to’ book. Not only does he support every concept with the original
thought-leader’s ideas, case studies, and solid examples, but he also weaves them into an
overall best-practice KPI approach. This book is more than a ‘must-read’ . . . it is a ‘must-do’
for every performance measurement practitioner.”
—Brett Knowles, Founder
pm? - Performance Measurement & Management

“Developing the right KPIs is a problem for most organizations. David Parmenter’s insight-
ful approach offers a practical guide that will help managers to overcome these problems
and turn concepts into reality in a timely way.”

—Jeremy Hope, Cofounder and Director
Beyond Budgeting Roundtable and author of
Reinventing the CFO

“This is a must-read book for all senior managers. The correct selection and deployment
of performance measures is essential to ensure that all resources and effort are focused on
achieving business strategy . . . and yet so many organizations select the wrong performance
measures. This is a straightforward and practical book that clearly explains what ‘key per-
formance indicators’ are and how they should be used as part of an integrated performance
improvement strategy.”

—Dr. Robin Mann, Director
Centre for Organisational Excellence Research,
Massey University & BPIR.com Ltd, New Zealand

“With this book, David Parmenter has clearly established himself as the King of KPIs. Every-
thing you need to master and implement a KPI-driven strategy is here.”

—Harry Mills, author

The Rainmaker's Toolkit ISBN 978-0-470-54515-7
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