Measuring Processes and Operational Performance

(Keeping Score, 1996, Mark Brown)

The key to excellence in any organization is control of its process to produce reliable and consistent products and services. Performing the right processes in the right manner leads to consistent levels of product and service quality

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

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. Macro Process Model of an Organization

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

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. Avoid foolishly copying competitors’ process measures One type of process measure that should be part of any organization’s scorecard is total cycle time.

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

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

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

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

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
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. 
