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10 Key Concepts:

1. It is important to develop measures that focus on the past, present, and future; and that measures need to consider the needs of your customers, shareholders or owners, and your employees.

2. Characteristics of Measuring Organizational performance

· Fewer is better – vital ones

· Measures should be linked to key success factors – linked to vision and values

· Be a mix of past, present and future

· Be a mix of customers, shareholders and employees

· Should start at the top and flow down to all levels – be consistent

· Multiple indices can be combined into a single index

· Change with time and as strategies change

· Need to have targets or goals – that are based on research rather than arbitrary numbers

3. Strategic Measurement Model – end of document

4. Baldrige Award Criteria – Achieve a balanced scorecard, set of metrics - the same amount of data in the following categories:
· Customer Satisfaction

· Employee Satisfaction

· Financial Performance

· Operational Performance (cycle time, productivity, etc.)

· Product/Service Quality

· Supplier Performance

· Safety/Environmental/Public Responsibility 

As well as a reporting and analysis

5. Measurement System Self-Assessment – p. 29-35

6. Future – Measure Learning, Innovation, and Growth – number of suggestions by employees, percentage of suggestions implemented, ROI on investment from process improvement, number of patents received, growth in the competency levels of employees, percentage of employees cross-trained to perform three or more jobs

7. Measuring Financial – the purpose of a business is to create wealth for its owners – we need 3 kinds of data

·  Historical – how did we do last month, last week, this year, last year

· Current – How are we doing right now, today

· Future – How will we be doing in the next  few months or years

8. Some vital signs for a business might be cash flow, orders in, total dollars in accounts receivable and daily sales figures, total value of its assets as compared with its liabilities, outstanding proposals (future), dollars invested in research and development as a ration to sales revenue or profit (future)

9. Economic Value-Added (EVA) The key to creating wealth and improving financial performance – includes the cost of capital in the equation.
10. Calculating EVA  - Operating Profit minus Taxes minus Cost of Capital = EVA (The best historical index to measure)

11.  Measuring EVA helps companies make better business decision about spending money

12. Market Value-Added (MVA) is a ratio.  On the top half of the ration is all the capital the company has invested since it began and on the bottom of the ration is the market value of all the company’s equity and debt.  If the market value is less than the top figure of the money invested, the company’s managers have obviously destroyed the investors’ capital.

13. ROI – return on investment – pushes profitability and growth

14. These are the two measures suggested as the basis for executive bonuses.

15. Activity-Based Costing (ABC) is a method for tracking all costs associated with producing good and services.  As organizations began calculating the true cost of each major step in their processes….it allowed them to make improvements in their processes where they could reduce costs the most and not sacrifice the integrity of the process.  By combining ABC with process analysis, process improvement techniques can be used to focus on eliminating steps that cost a great deal.

16. Cost of Quality (COQ) is used to track the amount of labor and materials that is expended on rework or the correction of problems.

17.  Key Variables to Measuring Financial Performance
· A few key financial statistics are used to measure overall organizational performance
· Financial metrics cover the past, present, and future performance
· Financial statistics are tightly linked to key success factors
· Overall financial measures like EVA, MVA, or ROI are used to push profitable growth
· The organization know the true costs of its processes and products/services
· The organization continually evaluates and improves its financial metrics to search for just the right measures that will predict long and short-term success

18.  Measuring Customer Satisfaction and Value – an important step in becoming a customer-focused organization is to do a good job of segmenting customers and determining the needs and desires of each group of customers

19. What’s important about the method you use to segment customers is that you group them based on common needs and characteristics, rather than on a scheme that is most convenient for you.

20.  Methods for Identifying Customer Requirements

· Asking Customers what they want

· Using Customer Feedback to Determine Requirements

· Stop Everything and See what Customers Ask For

21.  Customer’s opinions and feelings are important.  However, these data need to be supplemented with hard measures of customer satisfaction – measures of what customers do, not what they say….gains and losses of customers, market share relative to competitors, and repeat business are all good hard measures of customer satisfaction.

22. Repeat and lost business are the overall best hard measures of customer satisfaction
23.  A satisfied customer buys from you: A delighted customer sells for you…highest standards….a company has clients give them a report card once a month, using letter grades…A=4.0, a B=3.0, a C=2.0 etc.  

24. At one company….a satisfied customer has no value to the company.  A=150 points, B=50 points, C=0.  This company promotes delighting customers and gives no credit for merely satisfying them.

25. A Customer Satisfaction Index (CSI) – summary of statistics that should be based on 50-60% hard measures and 40-50% soft measures, allow you to compute the index at least once a month, be broken down by service/product and location, and be easy to understand by all levels of employees.

· Repeat and lost customers


30%

· Revenue from existing customers

15%

· Market Share




15%

· Customer satisfaction survey


20%

· Complaints/returns




10%

· Product-specific surveys



10%

26.  Dimensions of Value – perceived value and price versus nearest competitor.  Perceived value received for the dollars spend is often a stronger predictor of customer buying behavior than is customer satisfaction.  

27. People’s perception of value is based on their knowledge of the cost of similar items, and what they are willing to pay for quality, prestige, rarity, and other factors that determine the price of good and services in the marketplace.

28.  Market research is far fro an exact science, because people are not very good observers of their own behavior and feelings
29. Customer Value Added – price competitiveness, customer value perception and customer satisfaction.

30. To measure perceptions regarding value…3 dimensions

· Overall value: service was worth the price

· Relative perceived quality: service quality versus competitions’ quality

· Relative price: price satisfaction versus competitors’ price
31. Customer Value Index (CVI) – links value and satisfaction
· Survey Scores 




30%

Overall value (15%)


Price vs. Competitors’ (15%)

· Focus group scores



30%

Overall value (10%)


Product quality/price (5%)


Service quality/price (5%)


Our value vs. competitors’ (10%)

· Actual price versus competitors’

40%


Product A (15%)


Product B (10%)


Product C (15%)
32. Key variables measuring Customer Satisfaction and Value

· Customers are segmented according to similar characteristics and their specific need are determined at least once a year

· Specific surveys are developed to measure satisfaction levels of each group of customers

· Large samples of customers are surveyed at least twice a year, and a large %, 50% or more, of the surveys are answered

· The organization conducts focus groups or similar meeting with various groups of customers several times each year to gather qualitative customer satisfaction data

· Customer satisfaction telephone and mail surveys are evaluated and continually improved

· Hard data such as repeat business are collected to supplement data on customers’ opinions of the organization’s product/services

· Individual indices of customer satisfaction are summarized into a customer satisfaction index (CSI)

· Customer satisfaction levels of key competitors are determined

· Internal support functions all have simple but thorough methods of determining the satisfaction levels of their customers

· A variety of hard and soft (opinion) data are collected on customer value

· Price and quality data on key competitors are collected on a regular basis to assess value performance
33.  Measuring Product/Service Quality – key quality variables

· Quality measurement dimensions are defined based upon factors that will delight customers

· Collect data on sufficiently large samples of products/services

· Assign an importance weight to each quality dimensions, based upon the relative importance of each to customers

· Summarize product/service quality data into aggregate indices such as an overall quality index

· Set standards for product/service quality levels based on customer requirements and quality levels of world-class organizations’ products/services

· Use objective third-party product/service quality data to supplement internal data

34. Attention to Detail - simple formula for success…leave nothing to chance
35. Breaking down products and services and identifying measures….unique to individual needs

36. Quality is not just goodness

· Accuracy – most common quality measure

· Completeness –checklist approach – fairly common

· Conformance – how well the product or service meets specifications

· Innovation/novelty – very important for some products & services

· Class – aesthetics, appearance, and use ability – appeals to the buyers emotional level

37.  Quantity and Quality Measures – The quantity or number of products is as important a measure as the quality – output.

38.  Sample Report Card


Measure


Weight
Score

Weighted Score
Accuracy (no defects)
20%

64%

12.8


Completeness

20%

77%

15.4

Timeliness


25%

82%

20.5

Consistency


15%

62%

9.3

Reporting Quality

10%

70%

7
Client Relationship
10%

56%

5.6

Total Score for the Month



70.6/100

Goal: 85%

YTD 68.7%

Last year June: 66.5%
39. Measuring Processes and Operational Performance – the key to excellence in any organization is control of its process to produce reliable and consistent products and services.
40. Performing the right processes in the right manner leads to consistent levels of product and service quality

41. The two most important inputs to good performance are knowledge of customer requirements and high-quality goods and services from key suppliers

42. Organizations care about results much more than how those results are achieved.  Process measures are important because they provide you with the data needed to predict and control the quality of your products and services.

43. Macro Process Model of an Organization – p. 96
Macro Process Model of an Organization
(Keeping Score, 1996, Mark Brown)
1. Inputs





Input Measures

· Skilled, Motivated, Happy Employees
1. Employee Satisfaction

· Customer Requirements


2. Supplier Performance

· Raw Materials




3. Financial Measures

· Components

· Capital

2. Processing System




Process Measures

· Design of Products/Services


1. Processes/Operation Measures

· Production of Products


2. Safety/Environmental Measures

· Performance of Services


3. Financial Measures

· Delivery/Distribution of Products/Services

· Servicing Products

3. Outputs





Output Measures

· Products




1. Product/Service Measures

· Services




2. Financial Performance Measures

· Financial Results

4. Outcomes





Outcome Measures



· Delighted Customers



1. Customer Satisfaction

· Customers’ Needs Met

5. Goal
· Repeat Business

· Long-term Survival

44.  Selecting the right process measures is relatively easy if you have thoroughly defined customer requirements and have done research to identify the specific process variables that are correlated with product or service characteristics that customers care about
45. For people…the key to good behavioral process measures is to do the research to determine the impact that performance of the behavior will have on product/service quality and on customer satisfaction levels.

46. Avoid foolishly copying competitors’ process measures

47. One type of process measure that should be part of any organization’s scorecard is total cycle time.

48. Employee productivity – measuring indices that tell if their human and nonhuman resources are being used wisely – ratio of some sore of output or accomplishment to some measure of resources

· Dollars in sales per employee

· Dollars in profits per employee

· Number of units produced per employee

· Number of units divided by labor costs

· Energy costs divided by production

· Number of units of good quality produced divided by raw material costs

49.  Safety Metrics – impacts moral, productivity and overall financial results.  Should be preventative measure in nature…lost time accidents, the number of accidents, dollars spent in worker compensation costs

50.  The big 4 areas are productivity, cycle time, safety and rework index

51.  Sample Process Report Card
Measurement Index
Weight
Score

Weighted Score
Goal
Productivity

20%

80%

16


18

Cycle Time

25%

86%

21.5


21

Safety Index

15%

100%

15


15

Rework Index

40%

82%

32.8


36






Total


85.3


90
52.  Future-Oriented Process Metrics – are very difficult to identify and measure objectively…but very important.  The key is to conduct research to ensure that the process metrics lead to important outputs.  Most process metrics that drive the wrong performance can often pass a logic test.  Select the right future-oriented process metrics that can be measured reliably and consistently
53.  Key Organization Measures of Process and Operational Results

· Cycle time for all key process is measured
· Rework time and/or costs are tracked for key production and service delivery processes
· Key measures of productivity are identified and tracked for major processes in the organization
· Key process have been identified in each unit, function, and department of the organization, and process measures have been defined for each key process
· Process measures are correlated directly with product/service characteristics or performance factors that are of prime importance to customers
· Standards or goals are set for all key process measures, and those standards are based upon benchmark organizations and customer requirements
· Process measures promote a preventive approach to achieving consistently high-quality products and services
· The organization has developed an overall safety index that is tracked at lest once a month, and consists of several output measures like lost-time accidents, as well as a number of preventable or behavioral measures
· A few future-oriented process measures are tracked that will help ensure long-term survival and success. 
54.  Measuring Supplier Performance – Many organizations spend more money buying goods and services from suppliers than they spend running their own parts of the business.  Suppliers are critical to most organizations, and many organizations do a very poor job of measuring supplier performance.
55. Suppliers Report Card – 
Product/Service Quality Dimensions

· timeliness of arrival





· timeliness of job completion
· percent problems fixed right the first time
     Customer Service

· Responsiveness
· Flexibility
· Attention to detail
· Ease of doing business
· Courteousness of staff
· Follow-through, price/value
Process Performance

Price/Value

56. Asking for process measure from suppliers also only make sense when there is solid research that show a direct link between process variables and output quality and consistency.

57.  Process Measures for Sales Process – what is output?
· Number of leads/contacts made with potential new customers

· Number of requests for quotation written

· Amount of time spent discussing needs with existing customers

· Number of relationship-building activities with existing customers

58. Ask suppliers for process data in situations where the process measures are directly linked with your requirements for the suppliers’ products or services

59. Just as organizations tend to hire people that fit into their culture, they pick their suppliers that same way.

60. Linking supplier performance measures to key business drivers – key success factors – is to a assign a weight to the four generic supplier performance measurements based on the relative importance of each

61. Sample - Suppliers Report Card – Public Relations Firm
Product/Service Quality Dimensions




50%
· Consulting leads derived from exposure

20%
· Frequency of name in media



10%
· Amount of coverage




5%
· Quality/accuracy of coverage


5%
· Targeted publications/programs


10%
     Customer Service







25%
· Minimize our time/hassle



10%
· Responsiveness to our needs



4%
· Understanding of our business


6%
· Timelines of Work




5%
Process Performance






10%

· Actual billing vs. budget



4%

· Activity to generate exposure


3%

· Thorough documentation of activity

3%
Price/Value








15%

· Price versus other competitive firms

5%

· Our perceptions of value vs. cost per month
10%
62.  Measure the companies you do 80% of your business with…not the rest
63. Key Variables Measuring Supplier Performance

· The company collects data on key product/service variables for the goods and services it buys from suppliers

· Dimensions of supplier quality that are measured are linked to the company’s key success factors

· Measures of satisfaction with supplier performance are collected on a regular basis

· Suppliers regularly give feedback to the companies that purchase their products/services

· Suppliers are rated on their pricing and how it compares to their chief competitors

· Suppliers are assessed using key process metrics along with the traditional quality and price metrics

· Major suppliers are audited using a set of criteria such as ISO 9000 or the Baldrige Award criteria

64.  Measuring Employee Satisfaction – currently most employees feel lucky to have a job, are not expecting lifetime employment, or that their employers will care about their growth and self-actualization.
65. The employee comes first, not the customer….is a radical philosophy in today’s world of downsizing or rightsizing.  

66. A few more forward-thinking companies believe that delighting their employees is a sound business strategy as well as being a humanistic approach to running a business

67. Part of the company’s success strategy is to be as selective about choosing customers as it is in choosing employees.  It only wants the best.

68. Most companies just really don’t care about employee satisfaction.  In the long run it hurts these companies financially….i.e. improving profits through downsizing…short-term gain for long-term disaster.

69. Need to examine why people leave so you can get the greatest gains from your investment in people.

70. Employee satisfaction links to service and profits…is directly related to financial success

71. Intellectual capital – as more organizations become more knowledge-based, the knowledge and skills of employees will increasingly become an important asset or liability

72. Human capital is important to measure as a way of ensuring the company’s long-term survival and success

73. Determine employee requirements based upon common needs and priorities…similar to determining customer requirements.

74. Employee Satisfaction Surveys – do annually – employee morale or climate surveys – generic issues

· Pay
· advancement/growth opportunities
· job-stress levels
· overall climate

· extent to which executives practice stated organizational values

· benefits

· workload

· supervisor competence

· openness of communication

· physical environment/ergonomics

· safety

75.  Soft Side of Employee Satisfaction – measure their opinions and feelings, surveys or just talk to them, complaints, stress levels

76. Stress Index
· average number of hours worked per week by salaried and hourly employees

· Incidence of stress-related illnesses (ulcers, high blood pressure, and so on

· Stress-causing events in the workplace (for example, layoffs, poor financial results, and so on)

· Employee self-report measures of stress levels (collected via random telephone survey)

· Prescriptions for stress-related drugs like Prozac or blood-pressure medication

77.  Hard Measures of Employee Satisfaction – why an employee quits – the real reason, requests for transfers in or out, employee safety

78. Employee Satisfaction Index
Sample Employee Satisfaction Index

· Climate Survey




35%

· Focus Groups




10%

· Complaints/grievances


10%

· Stress Index




20%

· Voluntary turnover



15%

· Absenteeism




5%

· Transfer Requests



5%



Total




100%
79.  Key Variables in Measuring Employee Satisfaction

· Employees are segmented according to common needs; systematic research is done at least once a year to determine employees needs and priorities
· Formal morale or climate surveys are conducted with large samples of employees at least once a year

· Focus groups and other techniques are used several time throughout the year to gather qualitative data on employees satisfaction

· Hard measures of employee satisfaction such as absenteeism and turnover are collected and reported on a regular basis ( for example, monthly)

· Measures relating to employee morale focus on delighting employees rather than just satisfying them

· Individual measures relating to employee satisfaction are summarized into an employee satisfaction index (ESI)

· Data are collected on employee satisfaction levels of other similar organizations to use for comparison and goal setting

· Methods and instruments used to measure employee satisfaction are continually evaluated and improved
80.  Redesigning Your Measurement System – two approaches – top down (corporate exerts control…faster to implement and less inconsistencies or by unit/location (use where business units or locations have greater autonomy).  
81. Top Down – start with CEO – to set of macro metrics for the entire organization.
82. Corporate Measures – Sample

· Return on equity



· Earnings growth

· Capital reinvestment rate

· Lost-time incidents and compliance with responsible care codes

· Customer Satisfaction



· Percent international sales

· Percent sales from new products

· Employee morale/satisfaction

· Training hours/employee
83. Business unit or location level – Sample – Chemical Plan
Health/Environmental Safety
· Compliance with responsible care codes

· Lost-time incident rate

· Percent reduction of emissions

· Percent total waste reduction

· Percent total waste reduction

Sales
· Percent sales growth per year

· Dollar total sales

· Percent international sales

Profitability

· Percent earnings growth

· Dollar profit before taxes

· Percent return on equity

· Percent reinvestment rate

· Dollar net income

· Business objective vs. plan

Employees

· Employee satisfaction index

· Training hours per employee

· Diversity percentages

· Performance vs. objectives – plans

· Percent voluntary turnover

Customers

· Customer satisfaction index

· Complaints/shipments

· Flawless execution index

· Percent market share

Technology

· Percent sales from new products

· Technical service customer satisfaction levels

Productivity

· Dollar profit per employee

· Manufacturing productivity

Speed

· Days to resolve complaints

· Cycle time – product development
84.  A 6 Step process to redesigning your measurement system

· Prepare guiding documents
· Conduct a situation analysis – SWOT

· Define key success factors and business fundamentals

· Identify macro performance measures

· Develop a measurement plan

· Design data collection instruments and procedures
85. Prepare Guiding Documents

· Vision: Identifies where you want the organization to be in the future
· Mission: Defines who you are – your products, services, customers/markets, and overall strengths.
· Values: Words or phrases that outline what the company believs in or considers important in running the business; what you stand for or consider important.
86. Vision Statements:

Is the one guiding document that usually needs the most work.  It should state what you want to be in 5 or 10 years. AT&T Excellent Example
“Dedicated to becoming the world’s best at bringing people together – giving them easy access to each other and to the information and services they want and need – anytime, anywhere.”

87. Mission Statements:

The mission statement should explain what you are and why your organization exists.  The test of a good mission statement is that is should be specific enough so that it could not be applied to another organization.

Important features:

· Locations

· Specific products/services

· Markets/major clients

· Classification of products/services (for example best, lowest cost, and so on
88. Value Statements:
What does the company stand for?  Take a look at the values you have defined for your organization and question whether or not they are really those that govern the behavior of the organization.

89. Situational Analysis – SWOT

· Where do we currently stand in the market relative to our largest competitors?

· What are the major strengths, weaknesses, and strategies of our large competitors?

· What is happening with technology that might impact our business?

· What types of regulations or other outside influences could impact our organization?

· What are some current or predicted future economic or societal trends that might impact our business?

· What are our current strengths and weaknesses?

· Are we in a growing or shrinking market?
90.  Define Key Success Factors

The most difficult and critical step in the process!

· Avoid generic variables

· Key success factors should answer the question:  What do you need to do in your business to differentiate yourself from your direct competitors?

91. Sample Key Success factors for a management consultant
· Exposure (good public relations, getting your name in print)

· Having a hook or new way of looking at an old concept (for example, reengineering or cost of quality)

· Excellent public speaking/communication skills

· Write a best-selling business book

· Experience consulting with world-class corporations

· Track record of success to build positive word of mouth

· Outstanding selling skills
92. Identify Macro Performance Measures

· Identify measurement categories

Customer – repeat business, on-time delivery


Financial – ROI, ROE, and Sales


Internal – cycle time, productivity, safety


Growth/innovation – time spent with customers on new 



projects, employee suggestions, # implemented

Another Set:


Cost


Job Fulfillment


Process Improvement


Customer Satisfaction
Another Set:


Customer satisfaction


Product/service quality


Financial


Safety/environmental


Supplier performance


Employee satisfaction


Operational (productivity, yield, cycle-time)

· Brainstorm measure within each category

Number of times per month my name is mentioned in media


Number of times per month my name is mentioned in targeted 
media


Amount of coverage per month – inches of copy


Number of feature articles that deal with my work


Number of Magazine covers – display my photo
· Narrow down measures to the vital few

No more than 20 – four measures per category (12 even better)

What would you need to know if you were away on vacation for 3 months to know your company is operating well
93. Develop a Measurement Plan
· Surveys
· Checklists
· Inspections
· Analysis
· Purchase from Outside source
· Observation
· Focus Groups
· Laboratory testing
· Mystery shopper
· Counting
All key success factors need to have at least one associated measure in your scorecard.  However, some measures may not be directly linked to a key success factor.  

Link measures to data collection methods, frequency, who is doing the measuring and reporting, linked to what key success factors.

94. Data Collection Instruments and Procedures

This is the part that will take the most time with costs attached to outside resources.  Determine which you can do internally and which is better done externally.

Prepare a data collection instruments and procedures Matrix – for each category determine if the data exists (yes, no) , use as is (yes/no), make/buy (N/A, buy, make) and project manager (who is responsible).  Then develop a timeline for the completion of the project.
95. Linking Measures to Strategy and Key Success Factors

· Must do the trench work of developing measures and data collection methods so that their vision will be realized.
· Vision statements – need to be simple and easy to relate to so that employees understand them and can support them
96. Developing A Strategy – the key to having a good measurement system is to have a good strategy.  Measures need to be derived from your strategy and from an analysis of the key business factors you need to concentrate on to ensure that you achieve your visions.
97. The key to a sound business strategy is to do something that others cannot do or do something well that others do poorly, or have great difficulty doing well.

98. Linking Vision, Goals, Strategies and Measures

Strategy comes out of your vision.  Your vision should say what you want to be in 5-10 years.  Your strategy should articulate in general terms how you will achieve your vision.  Once you have identified your vision and key strategies or goals, you need to define key success factors. Out of your goals, strategies and vision comes your performance measures.
99.  Key Success Factors

· competitive pricing
· technical capabilities
· growing market share
· improving profits
· investing in new equipment
· customized offerings
· new products/services
· capacity
· improving quality
· controlling supplier quality
· reducing new product development time
· targeted marketing
100. Gather data to identify critical success factors

· Projections of future customers and markets
· Strategies, strengths, and weaknesses of key competitors
· Projections about changes in requirements and priorities of existing customers
· Evaluation of how new technologies may impact your business
· Research, testing, and projections of new product/services
· Regulatory trends that may impact the organization
· Economic and societal trends that may impact the business or organization
· Analysis of your own strengths and weaknesses
101. The key to a sound measurement system is to avoid disconnects among measures, goals, and key success factors.  The trick comes in making sure that the measures you select are actually predictive of your ability to achieve your vision and goals
102. Measures and Values linking measures with business strategy and goals is not nearly as difficult as making sure that measures are consistent with your organization’s stated values
103. Reporting and Analyzing Performance Data

What is important when reviewing data….

· Level – how good your performance is when compared to goals, past performance, competitors’ performance and benchmark organizations

· Trend – looking at multiple data points over time – improvement, flat, or decline

· Variability – fluctuations in trends and levels over time – anomalies – explain what is happening
104. Common Problems in Reporting

· Data are reported in tables rather than graphs
· No comparative data are presented
· Only the most recent data are reported
· Data are reported unnecessarily
105. Open-Book Management:  Teaching all employees to understand performance measures – helps companies be more competitive and make more money.
106. It is important to be able to predict how improvements in these metrics will lead to improvements in other measures like profit, market share, and increased value of the organization.

107. Linking Measures, Goals, and Plans
· You need to set short- and long-term goals for each of your measures and develop and test strategies for achieving your goals
· Measures without goals are worthless
· Goals are the measurable, desired level of performance for a particular measure
· A goal always has two parts: the measure itself and the desired level of performance.

· Sample – reduce voluntary turnover to a level of 7% per year, or achieve a score of 98/100 on the annual safety audit, or reduce product defects to 30 per 10,000 or 90% or our customers will rate their satisfaction with our service a “5” on a 5 point scale
· Goals need to be set at each level in the organization in a cascading fashion, so that achievement of lower-level goals leads to achievement of macro goals
108. Mistakes Organizations make when setting goals

· Goals that are really projects, activities, or strategies
· Goals that are solely based on past performance

· Arbitrary stretch goals

· Inconsistent short- and longer-term goals

· Inconsistencies in goals at different levels of the organization
109. The easiest way of making sure that your goals are not strategies or projects is to make sure that each one specifies on of the key measures in your scorecard.  Sample – long-term goal of 80% employee satisfaction relates to your employee satisfaction index.
110. Rarely is a single strategy used to achieve a goal…borrow good ideas from where ever you can
111. Communicate your plan…if employees don’t know your goals and plans, they won’t be able to help you reach them.
112. Key to Successful Plans

· Develop specific goals for each performance measure in your scorecard
· Identify annual and longer-term goals on the same measures
· Set stretch goals that are based on benchmarks and analysis of key competitors
· Develop goals and plans in a top-down, bottom-up fashion
· Make sure that goals and plans are consistent across levels and functions
· Involve customer, key suppliers, and employees in the planning process
· Spend no more that six weeks each year preparing your plan; strive for no more than three drafts of the plan  document
· Employ a systematic approach to select the best strategies for accomplishing your goals
· Use benchmarking to identify effective strategies for achieving your goals
· Communicate plans to all employees using a variety of methods and media, with more reliance on one-on-one communication than canned presentations
Strategic Measurement Model

(Keeping Score, 1996, Mark Brown, P. 11)

Mission, Vision, and Values

Key Success Factors and Business Fundamentals

Performance Metrics

Goals/Objectives

Strategies

· What the organization is

· The Future goal(s) of the organization

· What the organization stands for

· What the organization needs to focus on  to beat its competitors and achieve its vision

· A balanced scorecard.  Past-Present-Future

· The desired annual and long-term levels for each metric

· Activities implemented to achieve the goals
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