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Who this book is for

This book is for people who:

e Have the task of creating new KPIs for their
organisation.

e Have been asked to improve or enhance existing KPlIs.

e Need help with the practicalities of implementing a
measurement system.

If you follow the steps laid out in this book you should end up
with a measurement system that meets your needs. Crucially,
you will have a structured and documented record showing how
and why the system was developed in that way. You will also be
clear on the limitations and assumptions that were made along
the way - invaluable for future improvement.

About the author

Bernie Smith coaches businesses to develop
meaningful KPIs and present their management
information in the clearest possible way to support
good decision making.

As owner of Made to Measure KPIs he has worked
with major organisations including UBS, Lloyd’s
Register, Scottish Widows, Tesco Bank, Yorkshire
Building Society, RSA and many others.

Previously, Bernie led teams delivering operationalimprovement
in FTSE 100 companies using Lean and Six Sigma approaches.
This took him to the US to help paper makers, Finland, to make
olefins and Wrexham to package cheese.

Bernie lives in Sheffield, UK, with his wife and two children and
some underused exercise equipment.
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Why this book was written

One of the things that has become very clear, no matter what the
industry, is that businesses that don’t have a clear idea of what
they're trying to improve invariably get disappointing results.

It may seem that KPIs are something that you should just be
able to pick up off-the-shelf and use, like a piece of software or a
template. The truth is that KPIs are a detailed representation of
your specific business and of your aspirations for your business.

KPI books normally fall into one of three camps:

e They talk about lofty organisational goals and strategy.

e They're interested in software and the mechanics of
measurement.

e They focus in on a very particular type of management
e.g. HR or sales performance.

This book does not fit into any of these categories. It is intended
to be a practical step-by-step guide that will take you from
early questions around ‘What is it you are trying to achieve in
this business?” through ‘How do you cascade this to the right
people and make sure you drive the right behaviour? to ‘How
do you physically collect this information and make sure it gets
analysed in as pain-free a way as possible?’

| realise this is the kind of book you will be reading because
you have an objective to achieve, not for entertainment, so it is
designed so you can jump between sections depending on your
need - just make sure you don't skip the critical steps though.
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: Guide to icons

'@“ | Crucial concepts are flagged with a key idea icon. It is well worth
reading these before using the checklists as they help lay the
conceptual foundations.
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Although this book is very checklist centric, | have added a few
experiences and stories along the way. They bring some of the
advice to life and offer some relief from the lists.

©

True Story

Examples are used to explain how principles and techniques are
applied.
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There are some traps for the unwary. This icon flags up some of
the ones | have witnessed or fallen into myself.

Q

Sometimes there are short cuts or better ways of doing things.
Look for this big thumb for practical tips.

®

Tip

The main attraction of this book is checklists. There are lots of
[9’/ them and they are clearly marked with this icon.

Checklist

You can download any templates | mention from my website.
Here's the shortlink: http://betterkpis.info
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What is a KPI?

First of all, let's be clear what we mean by a KPI. The literal
meaning is ‘key performance indicator’.

Just knowing what the initials stand for is not that helpful. So
what does it really mean?

e Key means it... ‘provides a means of achieving or
understanding something'.

¢ Performance means... ‘a particular action, deed, or
proceeding’.

¢ Indicator means... a thing that indicates the state or
level of something'.

Put in simpler language, a KPI is a thing that:

e shows you how you are doing at...
e a particular activity...

e to achieve a particular level or outcome.

In fact, it's pretty much exactly the same thing as a ‘measure’ or
‘metric’. The only real difference is the word ‘key” implies that
itis ‘really important’. | will generally use KPI in this book. Take
KPI, metric and measure as interchangeable.

Why Finance should not own (all) your KPIs

One important point to make is that KPIs are not just financial
measures. Financialmeasuresare crucialin many organisations,
but they are also ‘lagging’ - which means they tell you what
happened after the event. KPIs should also help you see what is
coming, not just what has passed. It’s like the difference between
a rear view mirror (lagging indicator) and having a windscreen
(leading indicator). You need both. Life becomes considerably
riskier without a clear view of the road ahead. A good dashboard
or balanced scorecard will have a mixture of financial and non-
financial, leading and lagging indicators.
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v+, \ The seven steps to KPI bliss

il 5 |

Q The approach of this book is to follow a series of structured
Key Idea steps known as the Results Orientated KPI System or ROKS.
These steps start with making sure your strategic objectives
are crystal clear and take you all the way to a fully functional
dashboard or report. There are seven main steps, each broken
down into sub-steps. This means there are a lot of stages in the
method but this is to make it as easy as possible to follow. Each
step consists of:

e Ashort description.
e An example, illustration or story to help understanding.

e Aseries of checklists showing key steps, questions
or requirements to help you get through that step
successfully.

The main steps are shown in Fig. 0.1. Don’t worry too much
about trying to figure out the subtleties of each, that's what the
rest of the book is about...
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Review strategy documentation
Identify strategic objectives
Where and how will your KPIs be used?

Identify key stakeholders

Develop communications plan

Cognitive design training

Review existing reports and dashboards

Draft 'KPI Trees' in stakeholder workshops
Run follow-up results mapping workshop
Redraft, review and sign off KPI Trees

Workshop importance/ease-of-capture matrix
Agree 'use, aspire or discard’ list

Set up new measures

Develop action plans for ‘use’ and ‘"aspire’ lists

Precisely define measures and KPIs
Document known issues
Make definitions and notes freely available

Review the prototype proposals

Run dashboard live prototyping sessions
Review and revise draft dashboard/report
Approval

Get buy-in

Deal with issues with existing data

Map the KPI process

Seek user feedback and tweaks during nursery period
Hand over to 'business as usual' team

Fig. 0.1: The ‘Results Orientated KPI System’ process steps
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Why use checklists?

I'm a huge fan of checklists. If you have used them and love them,
great. If you need some persuasion then I'd strongly recommend
‘The Checklist Manifesto’ by Atul Gawande. It's a very readable
and highly compelling explanation of how checklists can help
just about any enterprise, how they work and when to use them.
Full details of his book are in the Bibliography.

One of the things | learnt from Gawande’'s book was that
checklists can be traced back to a US Air Force competition in
1935.

The history of checklists - Inspiration from the ashes

In the summer of 1934 the US Air Corps proposed replacing the
B-10 bomber with a new multi-engined bomber. It had to be
able to fly at least 1,020 miles, be able to carry a 2,000 pound
bomb load and reach at least 200 mph. The specification was
circulated to the major aircraft manufacturers. Their prototypes
would be evaluated in a competition.

Realising that they could not substantially improve on the existing
designs for twin engined planes, Boeing went for a radical, four-
engined design. Working in complete secrecy, Boeing devised
the Model 299.

It took its maiden flight in July 1935 and had innovations such as
wing flaps for better performance at low speeds, electric trim
tabs on its control surfaces for improved handling, hydraulically
operated constant-speed propeller and a host of other new
ideas.

It created a sensation and was quickly dubbed the ‘Flying
Fortress” in the press. It was the clear favourite to win the
competition, exceeding all the specification requirements by a
massive margin. There was nobody to meet it as it was flown in
for delivery to the assessment in Dayton. ‘No one expected it for
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another hour’, such was its speed.

On October 30th 1935 the prototype took off, watched by a crowd
of spectators. Leslie R. Tower, Boeing’'s senior test pilot, was
observing. At the controls was Major Ployer P. Hill, the Air Corps’
chief test pilot. The plane rose to 300 feet, stalled, rolled to the
side and crashed back into the airfield, exploding.

Investigation showed a recently added safety feature, a lock on
the elevator, had not been turned off before take-off. The lock
was intended to stop the control surfaces being damaged by
high winds when the plane was on the ground.

The mechanism was controlled from the cockpit, but no one
remembered to turn it off before take-off, causing the stall.
This was despite the involvement of Tower - who probably knew
more about the plane than anyone alive - and Hill, the Air Corps’
top test pilot.

The General Staff concluded that ‘Because the airplane crashed,
it must be too complex for anyone to handle safely.” They went
on to order 133 competitor aircraft, the Douglas B-18 Bolo.

It was a devastating blow for Boeing, almost putting them out of
business.

Still convinced of the benefits of the Flying Fortress, a group of
test pilots decided to use a novel approach. Rather than focusing
on ‘more training’, they came up with a simple list of things that
should be checked before and during take-off.

Armed with this new approach, and using a legal loophole that
enabled the Air Corps to buy a further 13 aircraft for ‘testing’,
they were able to fly 1.8 million miles in the Model 299 without
incident. The US Air Corps were slowly won round to the merits
of the model, eventually ordering nearly 13,000 of them.

(i
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The legacy of this outside of aviation was the very simple but
powerful concept of the checklist. It enables humans, with our
unreliable memories, to handle high levels of complexity with
confidence and ease.

Measurement and reporting has become increasingly complex.
Checklists are the ideal tool to help both with implementation
and everyday running of those processes.



Agree what you
are trying to
achieve



Step 1 - Clear strategy
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Is your strategy fit for purpose?

Imagine a friend asking ‘Can you pop out to the hardware store
and buy a tool for me?" Obviously your first question would be
‘What kind of tool are you looking for?’

Deciding on your measures and KPIs without having a clear
business strategy is like going tool shopping without knowing
what it is that you are trying to achieve or what tool you need.

Be wary of ‘off-the-shelf’ KPI sets

It's also equally risky to use so-called ‘off-the-shelf’ KPIs if you
don’t make any attempt to customise or filter the selection you
are offered. Imagine being told by a complete stranger ‘The
hammer is the most useful tool a manager can buy.’ If yourissue
is nail-related then she may have a point. If you have a wood-size
issue then you may have a pretty compelling argument that the
saw is the king of the tool kit. Without a clear picture of what you
are trying to achieve, any debates about the relative merits of
‘this KPI over that one’ becomes completely unstructured and
pointless.

Being clear on what you are trying to achieve through
measurement is 100% essential and unavoidable. If you skip this
crucial step you only achieve your organisational objectives by
accident.

The next step, after nailing down your strategy, is to break this
down into a little bit more detail. This next level we call strategic
objectives, or long-term organisational goals.

Sticking with the DIY theme, | particularly like the vision
statement of B&Q (a very large UK DIY chain):

‘We have a vision at B&Q: to be the first place anyone thinks of
when they think of home improvement, and the only place they
need to go.’
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Example

Step 1 - Clear strategy

| like this as it is very clear how it can be broken down into
specific and measurable outcomes:

¢ To be the first place anyone thinks of when they think
of home improvement - This can be directly measured
through market research showing customer recall of
DIY brands. We can also look at relative footfall, repeat
visits etc. to build a more nuanced view.

¢ The only place they need to go - There are some very
clear and measurable specifics around product lines,
customer needs and stock management.

I'm sure this mission statement could be improved but it certainly
beats the usual bland and generic mission statements focused
on ‘service’ and ‘realising people are our most valuable asset’.
It's probably worth adding that B&Q would have other strategic
objectives that are not customer-related but these two certainly
make a good starting point.

Example

If my personal strategy is to ‘Be the first external support that
a UK FTSE 100 financial services senior manager contacts
when they need KPI and measurement help’, then my strategic
objectives might be:

e Become the most sought after UK author on KPIs and
measurement.

¢ Develop a visible and frequently visited online and social
media presence - outperforming alternative UK-based
offers.

e Deliver more than six months of KPI-related projects to
FTSE 100 UK financial services firms each year.

Even though I've not put many specific measurable targets in
there, they are quite specific without being too narrow. Watch

15
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out for woolly objectives, with words like ‘excellence’, ‘aspire’,
‘fantastic’, ‘best in breed’ and ‘great’, as you will end up having
endless debate about what “brilliant’ actually means. | was
involved in just that debate for at least an hour, with a group of
very bright and motivated individuals. We still could not agree at
the end of the debate.

It is far better to start with a bit of clarity. If you are saddled with
poorly worded strategic objectives then you have some work to
do to make them clearer and more specific.

A good indicator that you are at the right level of detail is the
number of strategic objectives. You should expect to have
between two and seven. Fewer than three and you are probably
not breaking your strategy down enough, more than seven and
you risk confusing people and having a fragmented approach.

This book isn’t intended to help you develop your strategy. There
are lots of excellent books to help you do this. | would particularly
recommend the Harvard Business Review’s book ‘On Strategy’
which comprises 10 definitive and surprisingly readable articles
on strategy (full details at the back of this book).

What is crucial is that your strategy is fit for the job intended.

Now hopefully your organisation has a clear strategy, broken
down into objectives in a readily accessible form. If it has, then
you need to get hold of it and read it a few times. Once you have
done that, use the checklist | have included on the next page to
show whether it's going to do the job for you:

Strategy fitness
(d Is the strategy written down?

Does the strategy make sense to an intelligent, but non-
specialist, reader?

d Is there broad management consensus that the strategy is
correct?
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d Isyour strategy relevant to the key decision-makers in the
business? (Do any of them dismiss it when you discuss it
with them?)

d Isyour strategy linked to clear and specific strategic
objectives?

(d  Are the strategic objective descriptions physically
accessible by all the managers within the organisation? Do
they have easy access to a paper or electronic copy?

Are the strategic objectives broad and ‘non-dated’ (rather
than simply being important actions that will be completed
at some point)?

(4 Are managers across the organisation familiar with the
strategic objectives, without scrambling onto the intranet
or looking for bits of paper?

(d  Arethe key decision-makers either working to the strategy
or attempting to work to the strategy?

d Is the current strategy still relevant to the business
situation and up to date?

d  Arethere fewer than seven strategic objectives?

If the answer to each of the questions above is ‘yes’, then you
are in a great position to start developing your measures. If one
or more of your answers is ‘'no’, then much of your hard work
could be undone if you start to create measures without fixing
the problems with your strategy.

The very first workshop | ran after setting up Made to Measure
KPls, to create measures for a large not-for-profit organisation,
rapidly identified that there was no clear strategy for that
organisation. Instead of developing a working set of measures,
as planned, we ended up spending a large chunk of the session
debating what our strategic objectives should be. | learned early
on that no strategy equals no meaningful measures.

17
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A clear strategy that creates an aligned set of measures will
mean that most people in the organisation are pushing in
the same direction at the same time. A badly designed set of
measures and KPIs will mean that alignment and collaboration
are likely to be random and poorly controlled.

Perfect chaos

Just to underline this point, here’s a story about when | worked
with a financial services firm that felt the error rate in their
process was strategically important. They created a scorecard
that focused almost entirely on the ‘right first time’ rate and
linked it directly with their staff’s personal bonuses. If they hit
99.9% quality they would get their bonus. Funnily enough, almost
everyone got their accuracy bonus but the volume of complaints
trebled in the two years after the measure/reward scheme was
introduced.
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Step 1 - Clear strategy

What is the difference between a strategic
objective and a mission statement?

There is a bit of a blurry line between mission statements and
strategic objectives. Often clues to the strategic objectives are
contained within a mission statement. Here are some notable
vision/mission statements from history.

A grim mission statement

General Motors: ‘GM is a multinational corporation engaged
in socially responsible operations, worldwide. It is dedicated to
provide products and services of such quality that our customers
will receive superior value while our employees and business
partners will share our success and our stockholders will
receive a sustained superior return on their investment.’

Three good mission statements

Innocent: ‘Make natural, delicious food and drink that helps
people live well and die old".

National Multiple Sclerosis Society: ‘A World Free of MS.’
Microsoft: ‘A computer on every desk and in every home.’
| like these because they are short, clearly carefully-considered,

distinctive and you can see how a set of unique, and measurable,
KPIs could spring up to support the statement.

A funny mission statement

Newport News Shipbuilding and Drydock Company Mission
Statement: ‘We will build great ships. At a profit if we can. At a
loss if we must. But we will build great ships.’

19
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Are your strategic objectives clear?

a

Is each strategic objective articulated in no more than two
sentences?

Does the description of the strategic objective make
sense?

Is it possible to interpret a statement in a radically
different way? (Best test this by getting a number

of different people to read and explain back what a
given statement means - there can be very surprising
variations.)

Are there any ‘woolly words’ or ‘management buzzwords’
in the strategic objective? Examples of words that don’t
help include ‘synergy’, ‘excellence’, ‘outstanding’” and
‘empowerment’ - they sound great but are very hard to
pin down. If there are, then these need to be removed or
replaced with clear, simple phrases.

If your strategy is not available in this form then you will need
to have a session with the leaders in your organisation to make
sure that you can distil the strategy into something suitable.

Here are some examples of clear strategic objectives:

¢ |ncrease bank capital ratio to 11%.
e Reduce loss of life through road accidents by 50%.
e Become the biggest UK supplier of rubber ducks.

¢ Be the fastest-delivering mail order memory stick

retailer.

e Have the widest selection of digital delivery channels in

Europe.

You need your strategic objectives in this very specific form to
support the next steps in the ROKS process.
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Step 2 - Engage

The challenge of managing change and complexity

Because organisations are complex structures and the people

within
is one
talk to

them are often anxious and busy, the 'Engagement’ step
of the easiest steps to mess up. Just working out who to
can be a serious challenge.

Here are some key things you need to tackle during this step:

Who to talk to - You need to identify all those who
have involvement in your new measures, whether in
production, review or reward.

How deeply to engage with them - Not all stakeholders
need the same level of engagement. You need a method
to manage this.

What the ‘message’ is - KPIs can scare people.
Sometimes this is a rational response, sometimes not.
Simply ignoring the issues is a recipe for disaster so you
need a clear understanding of what message you are
trying to convey to stakeholders.

How you communicate - A communications plan is
needed for all but the simplest implementations. This
should cover method, timing, audience, message and
outcomes.

Stakeholder receptiveness - Introducing new concepts,
such as a radically different dashboard design, can
upset stakeholders, even if they are excellent and
innovative. Substantial changes should be backed up

by good-quality discussion and training. The sessions
should cover both the reasoning and science behind the
changes.

Why develop a communications plan?

Using a communications plan does two things. Firstly, it makes
sure you carefully consider what you say, to whom and when -

pretty

obvious. The second, slightly less obvious, point is that

it provides tangible evidence it has been done properly. There
will always be complaints about poor communication but the

22
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best way to show that your communications plan was properly
implemented is to:

e Discuss and share the plan in advance.

e Document progress against the communications plan
during the implementation.

e Evidence the delivery through a completed plan, after
the event.

23
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Build a communications plan

The sophistication of the communications plan will depend
on a number of factors. Political sensitivity, number of people
affected, degree of change and complexity of the implementation
will all play a part. Use the following checklist to create your
communications plan:

Communications message, purpose and audience

a
a

[

Why are you communicating?

What is it that you are trying to change through your
communications?

If you succeed with your communications, do you know
what would be different?

Do you understand what your communications audience
currently thinks? If not, you may need to survey the
audience so you can measure any change resulting from
the communication.

If you do know the current audience’s view, make sure it is
documented properly and can be referred back to after the
communications plan delivery.

Is that difference quantifiable?

Who do you need to communicate with? Use the RACI
matrix approach, explained in the next section, to segment
your audience.

Write your key messages for each audience segment -
keeping the purpose in mind.
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Step 2 - Engage

Designing communications activities

a

Delivery method - Will it be face-to-face, by email,
intranet or teleconference?

Timing - When will you communicate? How many updates
or reminders will they receive?

Owner - Who will deliver the communications? Will they
be trained? Are they suitable and motivated?

Audience - Are you completely clear about who is included
in the communications and what type of communications
they will receive?

Target outcomes from communications - What do you
want the audience to know, think or do as a result of the
communications?

Deliver your communications

a
a
a

L

Who will deliver the message?
What preparation do they need?

Have you drafted ‘frequently asked questions and
responses’ and other backup resources for your
deliverers?

How many people will you need to ensure you cover all the
target audience?

What other resources do you need? E.g. company intranet
pages, dedicated SharePoint sites etc.

How can your audience feed back comments and
questions?

What checks do you have in place to make sure the planis
delivered as intended?

How can you tell if the communication has been effective?

How will you know if further communication, over and
above the plan, is needed?

25
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: . Get the message and delivery right

The depth and method of delivery will be determined by:

Checklist

Ok

Checklist 0
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e The time available.
e The number of people to be engaged.
e The geographical distribution of those people.

e The communications resource available - especially

people to present road shows etc.

e The level of controversy/complexity in the message.

e The ability/existing knowledge of the audience.

Key communications principles

Use targeting to make sure you don’t encourage people to
ignore your communications.

Put yourself ‘in the shoes’ of your audience. Look at things
from their perspective and try to provide them with what
they need to know.

Senior endorsement can help make sure people take
the message seriously, even better if the keynote
communications are delivered by a senior executive.

Be as honest as you can be.

If you expect a bumpy ride, try and have one-to-ones with
key players in advance of any group sessions to prevent
the sessions becoming ‘gladiatorial’.

Accept that you will not always have the right information
to hand. If you don’t, commit to getting an answer and do
so in the promised time scale.

Be very, very familiar with the message.
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Step 2 - Engage

Identify stakeholder types and groups

Knowing who you need to talk to, gain agreement with or keep
updated is central to implementing successful measures.
Many management information projects fail because of
political or communications problems. This makes it especially
important that you clearly identify, document and manage your
stakeholders. The first step is to identify who your stakeholders
are.

Stakeholders fall into these broad camps:

Data originators - The people at, or very close to, the point at
which the data is collected or generated. This might be an agent
or team manager in a call centre, for example.

Data aggregators - People involved in pulling the data together,
but probably not analysing it. Sometimes they will be the ‘data
packagers’ as well. Often these people are part of the company
IT function.

Data packagers - The ‘packagers’” will perform analyses,
create reports and dashboards. These people often work in a
management information, business intelligence or reporting
team.

Internal customers - The people who use the output from the
packagers to make decisions that affect the business.

Group stakeholders based on relationship

Stakeholders are people who are involved in some way with what
it is you're trying to do. To identify the key stakeholders | use
a simple (and commonly used) tool called a RACI assignment
matrix. It can really help clarify how you need to engage and
inform your wider audience and also gives you a document for
review and approval.

27
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RACI Definitions
The initials RACI stand for:

Responsible - These are the people who do the work to achieve
the task objective.

Accountable - This is the person who is ultimately answerable
for correct completion of the task. This person will sign it off.

Consulted - These are people whose opinions are sought. They
are often subject matter experts. It is a two-way dialogue.

Informed - People who need to be kept up to date on progress.
This is not normally a two-way conversation.

The idea is to create a simple matrix. Along the top you have
column headings corresponding to roles within the business -
the ‘Name’ columns. Down the side you have either a specific
KPI or report or a strategic objective or business outcome.

It will depend on the precise nature of your project and the
number of measures/reports involved. On a big project it just is
not practical to go down to individual measures so you need to
group things in a logical way at a higher level.

You then go down the list systematically and ask yourself the
question ‘Is this person responsible for, accountable for,
consulted about or informed about this particular KPI/objective/
business outcome?’
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. - HR
Perspective Objective CEO | CFO | COO Dir
Group Enslurlng sustalnaplllty of the group and A R R R
fulfilment of our mission
Increase revenue in new markets A R
Increase productivity and margin A R
Financial
Increase revenue in existing markets A R
Increase value of branding in new and existing
R R R
markets
Market leading services and products R
Stakeholder Consistently deliver hassle-free service R R
Consistently deliver superior value to customers A R
Improve how we understand what our customers I c
need from us
Introduce innovative and high-performance c
services and products
Provide information to make sound decisions C C
Improve quality, cost and delivery of operating R R R
processes
Process
Deliver value from investments R R
Retain, develop and recruit the right people R A
Deploy resources effectively A R
Ensure our people are safe A R R

Fig. 2.1: A sample RACI matrix
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One of my clients pointed out RACI isn’t in hierarchical order. In
fact it should be ARCI, but this is probably best avoided!

So, to summarise, the RACI matrix gives you a neat way of
grouping stakeholders by the method with which you will interact
with them. It can be really useful for creating communication
plans since you can refer to a complete block of stakeholders
as, for example, ‘informed’ and reference it back to your RACI
matrix.

You can further refine the matrix by grouping the names into
data originators, data aggregators etc.

You can download a template from my website using this
shortlink: http://betterkpis.info

The next step is to make contact with those stakeholders.

Talk to key stakeholders and subject matter experts

Itis usually best to have a mixture of semi-structured interviews
and stakeholder workshops. A semi-structured interview is one
where you ask open questions and then listen carefully to the
answers. When | conduct an interview | include:

Introductions

O  About you (the interviewer), who you are and why you are
here.

(4 What your objectives are, what you are looking to get from
the interview.

d  Whether the outputs are anonymous or not.

About the interviewee
d  Their background.

(4 How long they have been in their current role.
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What they are looking to get from the interview.
Any concerns they may have.

Any questions they may have.

Open questions | ask include:

W]

W]

Which reports, measures and dashboards are they
regularly exposed to?

What are their biggest worries about current reporting/
dashboarding?

What single thing do they think should be the priority to
improve as regards measures and reports?

How confident are they in the quality of the data in their
organisation?

What outputs would they like to see that are not currently
produced?

..And some closed questions

a

a
4

Have the company’s strategic objectives been
communicated to them?

Can they recall those objectives?

Do they have any specific examples of measurement
issues or things that need fixing urgently?

Take notes and make sure you summarise issues as you go
so you can easily review your notes and develop a balanced
overview.

These questions can be a bit aggressive if delivered poorly,
so make sure you tread lightly in the interview and let things
develop.
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Stakeholder workshops

Stakeholder workshops are particularly useful when you are
interested in gathering problem-related information or need to
understand processes. Workshops are less suited to exploring
more sensitive topics.

Most of the steps are the same as fora semi-structured interview,
although it is wise to dwell a bit less on the background of the
participants as this can make some of the more anxious group
members uncomfortable.

Key points for running a successful stakeholder workshop are:

¢ Be clear about the purpose of the session.

e Make sure the sessions are not too big (10-12 attendees
is the upper limit for one person to facilitate well).

e Be aware of management structures and make sure you
don’t end up with an outspoken manager and his/her
tongue-tied subordinates.

¢ Be clear and honest about confidentiality and re-use of
comments and quotes.

¢ Note down key points and play them back to the group at
the end to make sure you have understood correctly.

Train stakeholders in quantitative visual presentation
techniques

To build a consensus on how to improve management
information and reporting in your organisation, it is very helpful
to have some good solid theoretical underpinnings on how to
communicate information clearly. If you do not have this then any
design decisions can become a battle, determined by strength of
will and aesthetic opinion.

There are a number of academic giants in this field, such as
Edward Tufte and Stephen Few. They have written some brilliant
books. Whilst the books are very interesting, they are not really
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in a ‘how-to” format. To tackle this gap, | wrote Brilliant Excel
Dashboard’ which is a step-by-step guide explaining the science
behind good report design and instructions on how to build a
dashboard using this approach in Excel. Use this link and code
to get a 50% discount on the book and full Excel templates kit:

https://madetomeasurekpis.com/brilliant-excel-dashboards-
cart

Use the code KPIChecklists50percent for a 50% discount.

| recommend reading Brilliant Excel Dashboards as it explains
the ideas behind the approach. If you don’t have time to read it,
there is a very high-level summary in Step 6 - Prototype: Design
and test your dashboards and reports on page 71.

How to tell what people really think of a design

If your objective is to fundamentally overhaul the reports or
dashboards that are produced in your organisation, it really
helps to start showing people some examples from previous
projects or other organisations. Often their initial reaction will
tell you a great deal about what they really think of the current
documents being produced. Listen very carefully to what they
say they like and don't like about the samples you show them,
as this can help you avoid going down blind alleys later in the
process.

Here is a pair of before-and-after examples that you can use:
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How to balance aspiration with practicality

There is always a tension between your ideal measures and
the brutal reality of ‘'not enough resource’, ‘complexity’ and
‘practicality’. Often that tension can cloud managers’ ability to
think objectively about what the ideal set of KPls might look like.

The approach to take is to first come up with the ‘longlist’, or
the ‘ideal-but-clearly-impractical’ set of measures (this section)
and then worry about the practicality and importance of each
measure (the next section).

In this step, you are going to create a longlist of candidate
measures that may be suitable for your dashboard or report.
In the end you will not use all of the measures generated even
though each one will be shown to link to your strategic objectives.
One of your key tools is the ‘KPI Tree’.

What is a KPl Tree?

A KPI Tree is a simple graphical tool to show the linkages
between your strategic objectives and the things you measure
on an everyday level.

Here is an example of a KPI Tree:



L2
=)
I
©
jid

&

Fresh fruit and veg
intake
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Calories and food
intake (log)

Alcohol intake (log)

Eat well Man§ge calorie

intake

Balance fat, carbs,
protein etc.

Tactical

Control/lose weight

Manage energy

Weight

Body fat levels

output

Use gym regularly

Tactical

Be aerobically fit

Be Healthy

Be competitive in
10k races

Tactical

Daily activity levels
(e.g. walking or
recorded with Fitbit
etc)

Effort at gym

(duration, calories

burned and % max
HR)

Measure

Gym attendance
frequency

Measure

Training -
cumulative duration
and effort (% max
HR)

Measure

Time and position in
races entered

Measure

Races entered

Measure

Time available for

Spend time on
relaxing activities

Tactical

Sleep to consistent
schedule

Tactical

Sleep well

Theme

Get an average of
at least 7 hours
sleep

Tactical

relaxing activities

Measure

Time spent on
relaxing activities
(log)

Record sleep (log),
duration and
pattern

Fig. 3.1: An example KPI Tree for the strategic objective ‘Be Healthy’
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Why use a KPIl Tree?

Most strategic objectives are high-level outcomes. It’s very hard
to agree with total confidence that you should, for example,
measure ‘process moisture content’ as a way of delivering
‘lowest cost per metre production of all manufacturers’ unless
you understand precisely how one links to the other.

There are a number of benefits that come from using KPI Trees.

Benefit 1 - Sum up a complex situation with just a few indicators

With the KPI Tree you naturally arrange sub-measures into
meaningful groups. Creating high-level summary measures
becomes relatively straightforward, as all you need to do is
decide on the relative weightings and the arithmetic you use to
blend the sub-measures.

Benefit 2 - Help build agreement

Every client | have worked with has featured a dominant
characterin the group. They can bounce a group into a particular
set of measures through a mixture of rational argument and
strength of will. Creating a KPI Tree avoids this through a highly
collaborative series of sessions. It also gives a tool, structure
and visible output that anyone can easily challenge and question.

Benefit 3 - Explain the approach

It normally takes two two-hour workshops to get a group up to
speed and to successfully create a complex KPI Tree, but it's
possible to get a group to grasp how to read one with about five
minutes of explanation. It can also become a powerful way for
the executive to explain their strategy in terms that a group can
really understand. It shows a depth, coherence and clarity of
thought that's rare when it comes to strategy and measures.
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Benefit 4 - Keep in step with changes in strategy

Businesses, markets and executive teams change. It's absolutely
guaranteed that, if you are lucky enough to have a good strategy,
it will have to change - possibly very soon. Using the KPI Tree
approach means that you can see what impact changes in the
strategy will have on measures.

Benefit 5 - Understand how measures interact

You can have too much of a good thing. It's especially true in the
world of measures. By pushing a ‘good’ measure too far you can
unexpectedly have a negative impact on your ultimate strategic
objective.

Going straight for the ‘obvious’ measure

One of my favourite examples of measures that interact is a
measure used in call centres. Most of us have experienced a
call centre agent who is clearly dying to get us off the line (even
if they are scripted to hurriedly ask you ‘Is there anything else |
can help you with today, Mr Smith?’). The reason you can hear
every sinew of their body pleading for you to get off the line is
AHT. AHT, or ‘Average Handling Time’, is a measure that shows
how long a call takes an agent to handle - on average. Note that
it doesn’t talk about whether the caller’s objectives have been
met, for example by resolving their problem or making sure it
won’t recur. AHT seems to make sense if you are running a big
call-centre environment.

The logic goes ‘| have lots of calls, so the quicker | can get
through those calls the lower my wage bill will be and the shorter
the queues will be.” Wrong. Pushing AHT reduction can rapidly
increase call volumes. Agents become fixated with getting you
off the phone at all costs. This leads to a decrease in ‘first touch
resolution’ (the problem being sorted out, there and then, by
the person who answers the phone) - as they will get you off
the phone or pass you on to a colleague without resolving your
problem themselves.
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It's possible (even common) to see AHTs come down, but call
volumes being driven up and customer satisfaction plummeting.
The chances are that you have been fobbed off and passed
around in call centres in the past and it may well be down to an
‘apparently sensible’ measure creating unexpected side effects.

Build out the branches of a KPI Tree

Below is a single branch from the earlier example, showing how
you move progressively closer to something you can directly
measure as you move towards the ‘measures’ level of the
diagram.

Be Healthy Eat well Mangge calorie Cal_ories and food
intake intake (log)

Fig. 3.2: Drilling down one branch of the KPI Tree

Strategic

As you go down the levels there is a one-to-many relationship.
So, for example, our strategic objective ‘Be healthy’ has several
enablers that link into it. Here are the enablers I've identified:

Eat well

Control/lose weight
e Be aerobically fit

Relax

Sleep well
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Each of these will have several tactical enablers living below
them, and measures below them. Here | have fleshed out the Eat

well branch:
E Body fat levels

Calories and food
intake (log)

Balance fat, carbs,
protein etc.

Tactical

Fresh fruit and veg
intake

Tactical

Be Healthy }—E Eat well

Alcohol intake (log)
‘E BMI
\—E Weight

Manage calorie
intake

Tactical

Fig. 3.3: Expanded branch of the KPI Tree

Any ‘node’ on the tree can be linked to any other to show a
relationship. Use colour, intensity or terminator shape to
distinguish between the three link types, described below.

Link 1 - Cause-effect

Where one activity directly influences another. This the most
common type of relationship, so | use a plain grey line for this.

Examples of cause-effect relationships include:

e ‘Sell popular flavours’ causes ‘Increase in ice cream
sales’

e ‘Consumption of free salty snacks’ causes ‘Increase in
drinks sales’
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Link 2 - Conflict

Where one activity conflicts with another. | use a red line to show
this.

Examples of conflict relationships include:

e ‘Minimise Average Handling Time' conflicts with
‘Maximise First Touch Resolution’.

e ‘Minimise performance rewards’ conflicts with 'We have
motivated staff’.

Link 3 - Companion

Where one measure is a subset of the other, or there is
significant overlap. | use a double line for this - implying a two-
way relationship.

Examples of companion relationships are:

e ‘Weight' is a companion to ‘Body Mass Index’.

e ‘Reduce loss from car accidents’ is a companion
objective to ‘Reduce injury from car accidents’.
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How to build a KPI Tree

Build a KPI Tree: Preparation

a

a

Become fully familiar with the strategy of your
organisation.

Become fully familiar with the strategic objectives of your
organisation.

Double-check those strategic objectives with all engaged
senior stakeholders - if there are differences then they
must be ironed out before the sessions.

Check that there are between two and seven strategic
objectives - if there are more than this, it is likely that
lower-level tactical objectives are in the mix.

Gain support and approval to hold a session from senior
stakeholder(s).

Pull together some example outputs from previous
sessions (or use the examples included in this book).

Gather your stakeholders together in groups.

Select groups of between three and nine people per
session (certainly no more than twelve).

Select group to have a good mix of seniority.

Organise two two-hour long workshop sessions, separated
by between one and five working days.

Practicalities

(I W W IR SR WA

Book meeting rooms for both sessions.

Create briefing email and send out invitations.

Base group selection around broadly similar remits.
Make sure there are desks available for them to work at.
Ensure a whiteboard is available, if possible.

Print out examples and worksheets.

Take Post-lts and pens to the session. A camera phone
can also be useful.
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Build a KPI Tree: The first session

a
a

I I IR I

L

Explain the approach.

Identify the strategic objectives - agree these with the
group.

Give the background to the session.

Show a finished example.

Get the group to do a simple (non-work] exercise example.

Explain the three link types: cause-effect, conflict and
companion (see page 43).

Help the group work through a more complex non-work
example, including link types.

Get the group to develop a draft KPI Tree specific to the
group’s relevant organisational strategic objectives.

Develop one tree per objective. The trees will almost
certainly cross-link so it makes sense to create them
using one large sheet if possible.

If the participants start to get anxious about the number of
potential measures this process is throwing up, then it's worth
reassuring them that the whole point of this step is to generate
the longlist of measures. You will absolutely not simply take this
longlist and attempt to implement it as it stands at the end of
this session. There is a critical next step which involves
shortlisting candidate measures.

Follow-up work

a

a

Write up the trees from all groups and merge into one
tree.

Add notes to show where decisions have had to be made
on the merge.
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Build a KPI Tree: The second session

a

a

a

a
a

Review the merged tree.

Are there important factors that will not register with any
of the measures identified? If so, then you have missed
something out of your tree.

Is there a way of making a measure go the right” way, but
by doing something stupid?

Add any further branches that need adding.

Make corrections and discuss the merged tree.

The second session is normally quite straightforward as the
group will be fresh, familiar with the purpose of the session and
used to working as a group.

Follow up work

a

(]

Finish drawing up the trees from the second session
(there may be several trees, but there should be only one
version for each objective, the various versions having
been merged after the first session).

Add explanatory notes as needed.

Circulate to the participants for final approval. State
that the absence of a response will be taken as implicit
approval.

Tools for building KPI Trees

@ There are several choices for drawing diagrams. Key points you
need to consider when choosing one are:

Checklist

a

Does the read/edit software have to be a standard desktop
application (like Microsoft Word or PowerPoint] or do you
have the chance to install specialist applications like Visio
or Aris?

What is the IT skill level of the users?
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1 Do you have to attach meta-data to objects? If so, you will
need to go for a more specialist diagram package e.qg.
Visio.

d Isthere a company standard currently in use for this type
of diagram? E.g. Mindjet, mind mapping software.

[  Will the software be used on a variety of operating
systems? Some applications like OpenOffice, Freemind
and Mindjet cover two or more operating systems. Others,
such as Visio, tie you firmly to one platform.

(4 What level of annotation and general sophistication are
you looking for? How many nodes/branches do you need to
fitin?

How to fit complex KPI Trees on one page

Although people generally like brightly coloured diagrams,
the most space-efficient method is a wire tree diagram as
shown in fig. 3.4 on the next page. This style, championed by
Jon Moon in ‘How to Make an Impact’, often takes 5-10 times
fewer pages than the same data represented in an ‘organisation
chart” style KPl Tree. The example wire tree was done
entirely within Excel, mostly using the ‘Borders’ function. An
additional benefit of this approach is that you can add lots of
supporting data to each KPI in cells off to the right of the tree.

You can download a wire tree template from my website using
this shortlink: http://betterkpis.info
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Example: 'Customer Experience' KPI Tree

SaL R srrategic | Theme | Tactical | Measwe _________|Crosslinks |

Good Customer experience

We value feedback
We seek feedback

Customer survey results

Independent financial advisor results

We accept feedback

Number and severity of
Number and severity of expressions of
dissatisfaction

Number of Financial O Service referrals

Through to right
person straight away
] Signposting is linked to
skills

Number of customer touches

Root cause analysis of EODs and

Calls/letters directed
correctly

Indexing errors

Number of transfers

Prompt response
We respond to letters
promptly

Median initial response time

Median end-to-end response time

We answer calls
promptly

Median call end-to-end response times

Average time to answer calls

% of traffic through self service

Call listening audit scores

Knowledgeable staff
We have ready access to
correction information
Transactions median end-to-end closure time
Trained in the right skills
to the right level
Versatility score per FTE
We manage (qualified)
resource levels
Available FTE by skill vs. demand levels
Link Definitions ° (

i Cause effect link Links for copying and use
H Use Alt (windows) Command (Mac) to snap lines onto grid to right of
° measures
' Conflict
k3
.
% Companion
B ( )

Fig. 3.4: A much more space-efficient way of showing KPI relationships. This diagram was
produced using Excel.
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Tools to consider if you prefer ‘Mind Map’ style diagrams

If you like the slightly more chaotic ‘Mind Map’ style of diagram,
other tools that are worth considering for KPI Trees are:

Visio (PC])

Word/PowerPoint Draw Tools (PC, Mac)
Omnigraffle (Mac])

SmartDraw (PC)

Lucid (Web app, multi-platform)
MindMeister (Web app, free)

Mindjet MindManager (Mac, PC)

Xmind (PC, Mac] free

FreeMind (Java) free

IMindMap (PC, Mac, Linux)
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The shortlisting method

By the time you have created your KPI Tree(s) you will have a
large number of candidate measures. Some teams are horrified
when they realise that they have come up with 70, 80 or more
measures. The good news is that you definitely won't use all of
the measures that you have on your KPI Tree.

Reasons for not including the measures would include:
e The measure isn't important enough.

e |t's just not physically possible to measure or report on
it.

e You will report on it, but it's going to require more work
or time to do it.

How to cut the measures that don’t really count

Your next task is to reduce that list. You will do this by getting the
group to rate each measure on two criteria, Importance and
Availability, and plot those ratings on a four box grid or matrix.

10

Importance
o1

0 5 10
Availability

Fig. 4.1: An example blank KPI shortlisting matrix
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Here is a bit more description on those two criteria:

Importance: Is the measure significant to your business?

This is not normally a yes/no choice, but it's usually possible to
get a group to rank importance on a 0-10 scale. Importance can
be broken down into criticality and breadth-of-influence if you
are having real problems agreeing, although I've never had to go
this far in real life. 10 is the maximum importance rating here.

Availability: How easy is it to get hold of the data?

10, the ‘'most available’ score, would be information that is
automatically-generated, fully trusted and can be sliced and
diced in whichever way you choose with little or no effort.

0 means that the data is effectively unavailable, requiring
unrealistic levels of effort and disruption to collect it. In some
circumstances it may not be physically possible to collect this
information at all.

Measuring the unmeasurable

It is quite common in manufacturing process industries to
be unable to measure a process parameter directly without
‘breaking’ the process you are trying to measure. In that situation
you will often measure the direct drivers of that parameter,
knowing that if they are under control then the process variable
you are interested in will be under control as well.

For example, in paper making you have a very thin, very fragile
sheet of paper forming on a machine which moves at high speed.
Physically measuring the thickness of the sheet without stopping
the process is virtually impossible, so you actually measure the
absorption rate of gamma radiation, from a calibrated source,
and calculate the thickness based on that absorption.

So the key with anything that is ‘unmeasurable’ is to look at
something that either affects or is affected by the thing you are
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interested in.

Another example of this is judging how interested toddlers are
ina TV programme by seeing how frequently they are distracted
by a pile of interesting toys. This is the technique used by the
creators of Sesame Street to gauge how absorbing each element
of their show was.

KPI shortlisting process checklist

1  Firstly, make sure you are dealing with actual measures
(the lowest-level boxes on the KPI Tree), not the higher-
level headings.

1 Get a flip chart.

 Label Importance on the vertical axis and Availability on
the horizontal axis.

d  Number the bottom-level measures on your KPI Tree for
reference. | haven’t done this in the examples, but itis a
good way of staying on top of things.

1 Add dividing lines at the midpoint of each axis so that you
have a grid of four boxes or matrix.

d Go through each candidate measure with the group rating
it on a scale of 0-10 for:

e |Importance
e Availability
(4 Note down any disagreements about the scores the group

assigns - this can be useful if you are challenged later on
the choices made, and it gives you an audit trail.

[d Plot each candidate measure on the chart, with a cross
and the measure name (or number).
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You should end up with something that looks like this..

10

X Workflow skild uvaiiubiﬁi’rﬂg X WU”;H”“;
X FTE available gueve temy w

bﬂg hour X NAC Swvaﬂ(j results
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per work item self service
X eEnd-to-end X I»ndaxi»mg errors
response time X Coll abandon rate

X Average coll
m%dimg time

Importance
o1

X Tiusk cﬂgcle
times bh
individual Bradford index X

0 5 10
Availability

Fig. 4.2: An example populated KPI shortlisting matrix

there is debate about the rating for each KPI. Just make sure
you take a picture of the flip before you take it down as you can
Tip lose a lot of work if your notes fall off!

ég Using Post-it notes for each measure can give you flexibility if
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How to use the matrix

Importance

Not relevant to
strategic objectives

Relevant to strategic

objectives

Aspire list
Not available but
important. These
KPIs need to be

Primary KPls
Available and
important. These go
on the first revision of

developed dashboards and
reports
Forget Caution
Trivial and Easy to get but trivial.

unimportant. Park
these with the
rationale explaining
why

Be careful. These
clog up reports and
dashboards without

helping

Hard/impossible
to collect currently

Easy
to collect currently

Availability

Fig. 4.3: What each quadrant means

Top right-hand box - The high-importance and easily available
quadrant is the tranche of measures you put on your first
dashboard/report. Easy to get and important, why wouldn't you?

Top left-hand box - The high-importance and difficult-to-collect
quadrant. The Aspire list becomes the ‘to-do" list for your
dashboard. This is where you focus your KPI development effort.

Bottom right-hand box - These are the trivial but easy to collect
measures. It is worth double-checking any that border on
important, but don’t get sucked into putting something on the

dashboard or report simply because you can.
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Bottom left-hand box - The trivial and yet hard-to-collect
measures. Unless these are close to the centre of the quadrant
boundaries, forget these and move on. If they are close to the
top right-hand box you may just want to double-check your
assessment.

By the end of the session you should have divided your candidate
measures into three:

e Do-it-straight-away list of measures - the Use list
e To-do list of measures to develop - the Aspire list

e Rejected measures (with reasons) - the Discard list

Why the Discard list is important

It is easy to overlook the last point, as you are not going to
implement these measures, but that would be a mistake.
Recording which measures you chose to reject with the reasons
why can be a really powerful way of defending the choices made.
‘We didn’t go with that measure and here are the reasons why..."
can be powerful in stopping report ‘bloat’ and demonstrating the
rigour of the process.

Develop measures to fill the gaps - Your Aspire list
measures

The measures that ended up in the Aspire list may just not
be measured currently or they may be important but tricky to
measure.

Although in some situations it may be easy to add the new
measures into existing data collection systems, very often it
isn’t that straightforward. | would recommend setting up each
measure as a ‘mini project’. This gives you some framework and
structure and stops you potentially sleepwalking into something
nasty.
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Develop your missing measures and KPls

a

[

[

[

L

Confirm that you do really want to measure this thing/
these things.

Identify stakeholders (using the RACI matrix approach
from Step 2, page 28).

Define the measure (using the KPI definition sheet in the
next chapter).

Review that definition with the key stakeholders.

Do a quick feasibility study - especially if there's IT
involved.

Check to see what organisational project management
methods and systems you need to fit in with.

Assign a full-time or part-time project manager.

Put together a one-page ‘charter’. A charter is a short
document that outlines objectives, resources, timescales
and anticipated issues (with mitigations).

Draft a simple project plan.

Review the timescale and cost - are you still sure you want
to go ahead?

Create and maintain an action log.

Set up some simple project governance (e.g. rules,
meeting schedule etc.) to make sure the project stays on
track.

In some cases it may be more substantial than a ‘'small’ project
but the principles remain the same and there’s plenty of
guidance out there for running projects.

Action logs are simple but useful tools to keep things on track.
You can download a free template for one the I've built in Excel
by following this shortlink: http://betterkpis.info

Of course, you can easily create your own. If you do, make sure
you have the following covered:
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Track actions

a
a

U U o ddddd

A unique reference number for each action.
A grouping description, if it's a long list, like 'IT" or
‘Training’.

A meaningful description of the action.
Who owns the action.

When the action is due by.

When the action is closed.

Whether the action is on hold.

Any relevant notes or comments.

Risks (optional).

Mitigations (optionall.
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Define your KPIs

If there's one simple tool that you can put into action today that
will dramatically improve the quality of your KPIs and add a stack
of professional credibility to your reputation, this is it. What I'm
about to describe may sound very obvious and simple, but that
doesn’t make it any less useful or powerful.

An issue that almost every business seems to have is what |
call the ‘common sense’ problem. What | mean by this is that
many KPls and measures use descriptive names. This can be
very dangerous as the human mind has a tendency to make
assumptions based on the name.

Let's take an example. There is a very common operational
measure called ‘utilisation’. It is often used by professional
services firms to show what proportion of the available employee
time was used for billed work to the client. It's an important
measure, and one that is used across a number of industries.

So here’s a plain English definition: ‘Utilisation is the ratio of
billed hours to available hours for an individual.’

That seems pretty simple, doesn’t it? But let's look at some of
the questions that this does not answer:

e By available hours do you mean nominal or actual and
do you include overtime?

e What about holidays or sickness absence, is that zero
utilisation?

e By individual do you mean only individuals who are
billable, or do you include support staff?

¢ Do you include mandatory commitments, such as safety
training, in the available hours?

e What about sales? This is clearly a value-add activity but
is not billable.

e What happens if you bill at a much reduced hourly rate?
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Does that utilisation count the same as full-rate work?

e What do you do with staff who have dual roles, only one
of which is a billable position?

Clearly there is plenty of scope for misunderstanding here. It's
pretty rare to find a plain English definition that does not give
rise to lots of similar questions. So what’s the way around this?
It's a KPI definition database. When | say database | mean it in
the loosest sense of the word. It could just be a Word document
or an Excel spreadsheet. The important thing is that you record
a really clear description of precisely what is being measured,
where, how and when.

So on the next page are the questions that need to be answered
for each and every KPI to help you avoid this kind of confusion.

KPI definition

1 KPl name: Use a ‘what-it-says-is-what-it-is’ type name,
so that it doesn’t mislead. Be very careful with terms like
‘efficiency’ and ‘effectiveness’ - there are lots of variants
on these and everyone will have a strong view that their
usage is the right one.

[d Measurement intent: Describes the measure and the
reasoning behind its selection as an indicator of progress
against a strategic objective. Put simply 'Why are you
measuring this?’

0 KPI definition/formula: Provides a detailed formula for
the calculation of a numeric value for the measure. A
simple test for how well you have defined a KPI is to pose
the question ‘Could a reasonably numerate stranger
calculate the value using this definition and relevant
source data?

(d Frequency of update: Identifies how often it’s calculated.
This is important for a number of reasons, one of the less
obvious ones being ‘end effects’, where the reporting cycle
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may create some overlap errors. A long reporting cycle
usually lessens these while a short one will make this
more acute.

Units of measure: Identifies the units in which the
measure will be reported. Is it a dimensionless ratio (e.g.
efficiency) or is it a good old-fashioned ‘real’ measure with
dimensions (e.g. kilograms, money or calls per day)?

Notes/Assumptions: Clarifies terms used and highlights
key assumptions within the formula. Almost all measures
and KPIs have flaws, issues and problems. The key thing is
to document these issues, make people aware of them and
avoid making flawed analyses based on these issues.

KPI information availability: Whether the information
required is: readily available, available with some effort
or not available. This gives you a feeling for the pain
involved in compiling a KPI and can give you a 'hit list’ for
automating and streamlining KPI production.

Data elements and source: The data elements required

to calculate this measure and the source systems,
databases, documents etc. of those data elements. This
should go down to painful levels of detail showing on which
server a file sits, in which directory and where on the
spreadsheet the data can be found. Naming conventions
should also be included where documents cover a certain
period.

Target (where known): What is the target value?

Source for, and approach to, setting targets: Where does
the target come from? Why is it set at the level itis? I've
seen countless organisations where no one can answer
this question. Why are you aiming for a certain score? It's
pretty embarrassing not to know the answer to this.

Person responsible for target setting: One person must
ultimately be responsible for setting the target, even if it's
agreed by consensus/debate/vote.

Person accountable for set targets: This is the person
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who carries the ‘strategic can’ for the target setting. They
should be consulted on the target and its aims, but may
not be responsible for setting its actual value.

(d Personresponsible for tracking and reporting targets:
Who manages the day-to-day process of target setting and
reporting?

Each of these questions needs to be answered for each KPI and
measure in the organisation. Tedious? Yes. Important? Also, yes.
The definitions should be held in a single managed location so
that multiple definitions don’t coexist. This will avoid confusion
and arguments.

The benefits of this kind of document are:

e |t forces your organisation to clarify and discuss the KPI
definitions.

e Any weakness or uncertainty around a KPI is written
down and ‘out in the open’.

 You avoid having similar sounding (or identical) KPIs or
measures that are actually calculated in different ways.

e |tis areference document for people who are unclear or
uncertain how a measure is calculated.

You can download the KPI Definition template from my website
using this shortlink http://betterkpis.info
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ROKS" KPI Canvas

MADE TO MEAsURE KPls

madetomeasureKPls.com

[ X Al A

Designed by: Designed for: Date Version
BERNIE SMITH CHARLIE CHAOS 16TH MARCH 2020 11
=] KPIName  \uMBER OF ACCIDENTS Definition or Formula Targets ) )
What score do we want to achieve? (If we know at this stage)

- Purpose
Why we should measure this?

WHERE THERE ARE ACCIDENTS WE WILL NORMALLY NEED TO
RECORD THESE ACCIDENTS IN A LOG. THIS KPI IS SIMPLY THE
TOTAL OF RECORDED ACCIDENTS IN THE PERIOD. LOOK AT LOST
DAYS' TO GET SOME INDICATION OF SEVERITY.

KEEPING A CLOSE EYE ON THIS FIGURE IS A USEFUL. IF LAGGING.
INDICATOR

If there’s any calculation, how is the measure worked out?
What is and is not included in the values used?

IT'S A SIMPLE ‘COUNT' OF THE NUMBER OF LOGGED ACCIDENTS
IN THE WEEK.

IT WILL INCLUDE ANY ACCIDENTS RECORDED IN THE ‘ACCIDENT
LOG BOOK'. THIS WILL POTENTIALLY INCLUDE STAFF.
CUSTOMERS. DELIVERY STAFF AND CONTRACTORS.

WE WILL NOT TARGET THIS AT ALL. WHILST WE WANT TO SEE
THIS FIGURE AS LOW AS POSSIBLE. THIS MUST BE AS A RESULT
OF A GENUINELY SAFE ENVIRONMENT. WE WILL NOT TARGET
ANY SPECIFIC FIGURE SO AS TO MAKE SURE WE DON'T DETER
STAFF FROM REPORTING ACCIDENTS.

Customers
Who will use this KPI?

THE WHOLE TEAM. CHARLIE WILL MONITOR IT AND MAKE SURE
EACH ACCIDENT IS INVESTIGATED PROPERLY. WITH
PREVENTATIVE MEASURES PUT IN PLACE WHERE NEEDED.

Mwﬂm Production Resources

What resources are needed to produce the KPI and reports?

ONCE A WEEK THE ACCIDENT BOOK NEEDS TO BE CHECKED AND
THE KPI SPREADSHEET UPDATED.
ESTIMATED TIME TO COMPLETE - 5 MINS.

Target Outcomes
What will achieving the target deliver?

SEE COMMENTS ON TARGETS (ABOVE)

J'w Production Cost
< What is the cost of implementing and producing this KPI?

5 MINS OF TEAM LEADER'S TIME EACH WEEK. COST <£2

p Data Sources

Where will the KPI data come from?

THE SAFETY AND ACCIDENT LOG BOOK AND OUR KPI TRACKING
SPREADSHEET.

Problems and Errors
What are the known issues with KPI production & accuracy?

PEOPLE MUST RECORD ACCIDENTS. SOMETIMES PEOPLE CAN BE RELUCTANT TO RECORD ACCIDENTS. ESPECIALLY WHEN THEY WERENT

FOLLOWING THE RULES. NEED TO BUILD A CULTURE OF IT'S GOOD TO RECORD ACCIDENTS. WHATEVER THE CAUSE"

A POTENTIAL ENGAGEMENT ISSUE MAY OCCUR WHEN THERE ARE LONG PERIODS BETWEEN ACCIDENTS. THERE WILL BE MANY PERIODS

WITH NOTHING TO REPORT. THIS A GREAT OUTCOME. BUT NOT A VERY ENGAGING FIGURE TO REPORT. IT MIGHT BE BETTER TO FOCUS ON
‘DAYS SINCE LAST ACCIDENT - JUST BE CAREFUL THIS DOESNT BECOME A DISINCENTIVE FOR PEOPLE TO REPORT ACCIDENTS.

Version 1.4
26th Sept 2017

DESIGNED BY: Bernie Smith
Made to Measure KPIs

ClOISIO)

This worl
send a letter to Creative Commons, PO Box 1866, Mountain View, CA 94042, USA.

Fig. 5.1: A sample KPI Definition Worksheet template

s licensed under the Creative Commons Attribution-ShareAlike 4.0 International License. To view a copy of this license, visit http://creativecommons.org/licenses/by-sa/4.0/ or
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Set up meetings that work

Most meetings should centre on decisions based on good
information and analysis. The reports and dashboards you will
be prototyping in the next step should feed those meetings with
the right information. Without being absolutely clear on what
a meeting is for, you have little chance of supplying the right
reports and dashboards.

You need to know precisely what reporting input is required
for your meetings. This is done through a meeting’s ‘Terms of
Reference’ or TOR, normally a one-page document outlining the
inputs, outputs and objectives of a meeting. The checklist on the
next page goes into a little bit more detail. There is also a simple
template over the page.

As meetings are such a key part of making good use of KPIs
(and are often so dreadful] | have put some extra checklists on

meetings in the Appendix.

You can download the Terms of Reference template shown on
the next page from: http://betterkpis.info
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Term of Reference for:

Purpose and scope:

Attendees:

Medium: Delete as applicable
Face to face
Telecon
Telepresence
Desktop video

Chair(s):

Planned duration:

Frequency: Location:

Agenda

Meeting input data and reports

Owners responsible for supply of input data and reports

Agreed SLA for supply of input data and reports

Meeting outputs (decisions, approvals, actions etc.)

Terms of Reference maintained by

Fig. 5.2: A sample meetings’ Terms of Reference template

, contact details
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The basics for a meeting’s Terms of Reference

a
a

[

[

U O

What is the purpose of the meeting?

What is the scope of the meeting? Which part of the
organisation, approval level etc.

What are the inputs for the meeting? Data, reports,
samples etc.

When should the attendees get reports and documents
prior to the meeting - i.e. what is the SLA for production of
these documents?

What are the outputs of the meeting? E.g. Decisions,
budget approval, judgements, sign-off etc.

Who should be there? By role and authority.

Is there clear guidance on the use of deputies and their
authority?

How often does the meeting happen?

Who runs the meeting? By role. If you need to put names
in there then make sure you have contingency owners as
well.

What are the roles and responsibilities? E.g. Minute
taking, organisation, producing the timetable etc.

Where does the meeting happen?
How long is the meeting?

How do you change the Terms of Reference - who do you
contact?

You should summarise this in a one-page document and
circulate to the proposed meeting attendees for sign-off. | like
to use a simple template like the one in fig. 5.2 to keep things
consistent.

Go live with a meeting’s Terms of Reference

The most effective way to implement a new Terms of Reference
is gently but persistently. As a rule, 'big bang’ introductions
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don’'t work for very long and are quickly forgotten. It requires
sustained reinforcement to get people to modify their behaviour.
The Chairis in the best position to exert this sustained pressure,
so they need to be up to the job.
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Why prototype?

It is quite rare to find a client (internal or external) who knows
precisely what they want from a dashboard or report. If you
catch them with no preparation they will normally reach for an
existing report and tell you which bits they want changing and
moving. Sometimes this ends with them sighing in a frustrated
way as they realise just how far from ‘ideal’ the current report
is and they become overwhelmed by the scale of the challenge.

The solution is to create prototypes collaboratively with your
internal customer. This takes some care and thought as they
are not usually report design specialists.

What is prototyping?

Prototyping means building non-working or partially working
examples of the end product - reports and dashboards in your
case. Doing this can avoid massive amounts of wasted effort.
Even with a good prototype process you may go through 5-10
design iterations. If you build and modify fully working reports
over every iteration it can take a long time and waste large
amounts of developer/analyst resource (and it's not much fun
either).

Even prototyping needs some groundwork to be done. | have
discovered that, in some situations, the current poor report
design was a direct result of the design choices made in the
prototyping session. To avoid repeating the same mistakes you
need to agree some good design principles. To make this work
the principles need to be backed up by some real science and
research.
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How to prototype dashboards and reports

Stage 1: Discuss and agree the principles of good design

Make sure that you won’t be proposing Sparklines (the most
simplified type of graph there is) and utter minimalism when
your client is craving multi-coloured backgrounds and
painstakingly rendered gauge widgets like this:

This is a tricky conversation as many senior clients have strong
views on this. It's best to stick to evidence. Fortunately there's
lots of evidence to say that extreme restraint in the presentation
of data leads to better understanding. To look at this in much
more depth you could also read BlinkReporting, my book on
exactly this topic.

See ‘Train stakeholders in quantitative visual presentation

techniques’ on page 32 for more details and a half price
voucher.
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Stage 2: Watch how the current reports and dashboards
are really used

Observation will normally give you good insight into how people
currently use information (if at all):

e Ask people how they currently use their reports.

e Sitin on the relevant meetings and watch how they are
actually used.

¢ Look for any differences between what you observed and
what you were told.

If there are big differences then proceed with caution. It suggests
there is a reality gap’, which may mean that your final product
succumbs to the same fate as the previous report or dashboard.
It may be that you are seeing a behavioural rather than a
reporting issue here. With behavioural problems, changing the
documentation will not fix the underlying problems.

Stage 3: Create design options

Decision-makers always respond well to mocked-up options.
Whilst it may be hard for them to explain what they want without
anything in front of them, suddenly it becomes a matter of
pointing to the one they prefer when presented with a range of
options. Design features will also trigger valuable discussions.

There are three basic approaches used in prototyping:

Option 1 Create a number of versions ‘off-line” and present
them to your key decision-makers.

Option 2 Build a dashboard in a live collaborative session
with your key decision-makers.

Option 3 Use the first approach to create some options then
hold a live session to adjust and tune them.

Option 1 is the lowest risk, but also the slowest. If you have a
customer who is prone to changing his mind or likes a lot of
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options it can be easy to get bogged down with this approach.

Option 2 works well if you have a patient decision-maker who is
happy to get involved. You will also need to be very proficient in
your chosen prototyping tool (Visio or Excel, for example). Often
building a template or stencil, specific to your purpose, can
speed things up. | have a set of stock charts - in my preferred
presentational style - with dummy data ranges, set up for
prototyping sessions. | also have an Excel data sheet with dummy
data ranges showing a variety of trends with realistic scatter.
This type of session takes time and is sensitive to IT issues, so
make sure you are set up properly and have a contingency plan
in case things go wrong (like a projector bulb blowing) - even if
it's just a whiteboard, markers and a camera phone.

Option 3 is the approach | prefer to use. You present some pre-
prepared designs, but tune and tweak them with the decision-
maker in a session. This seems to achieve the best balance
between efficient time usage and rapid design prototyping.

Stage 4 (optional): Review and score existing reports and
dashboards

If there is disagreement over the quality of the existing reports
and documentation, a good way to assess the current quality is
to use a design review checklist. It can take some of the emotion
out of the discussion and help build consensus on the need for
action. It is best to run a training session on design principles
first.

If running a training session is not possible then reading a good
book is the next best thing. Of course, I'd recommend my book -
BlinkReporting (see page 32], but | would also take the time
to read Stephen Few's book ‘Information Dashboard Design'.
If you want something a bit broader, but more academic, then
take a look a Edward Tufte's classic text ‘The Visual Display of
Quantitative Information’ (See page 176 for the Bibliography).
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Onceyouhave runthetraining, encourage some key stakeholders
to critique their own reports. | will often use client-specific
examples during the training (just take care not to cause too
much embarrassment].

The following design checklist encourages you to consider each
element of your design and to score it. You can use the score
to objectively show the improvement to a document (although
ultimately this is a subjective thing]. It is pretty long, at 53
questions, but it does cover most areas of design. With practice
you will probably not need to refer to this list but it can be a useful
memory jogger. It gives a semi-objective framework that can
take some of the emotion out of critiquing existing dashboards
and reports.
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Demo Donuts Dashboard

.\ A V

o=Customer Foolfall
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Average sales value
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==Average customer st

(minutes)

p
Commentary

Footfall

Aori May il
Feet fell particularly frequently in April, driven by our Donut eating
exhibition match. We saw the usual dip in January as our customers
decided to eat more heathily. For next January we are planning a

"Hole in one" promotion, selling bags of "Ten Donut Holes" for £1.
Average sales value per customer (pence)

We managed to push up our average sales value in September by our
heavy "Viking Tea" promotion. Each order was set on fire, hacked to
pieces and customers were given a miniature axe to eat their Danish

with. Products Item popularity

‘Average customer stay (minutes)
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Fig. 6.1: An example dashboard that breaks pretty much every rule of good design. Use it
alongside the questions to spot the problems.
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Review existing reports and dashboards - The Brilliant
Dashboards Checklist

Checklist Question scoring: 1=poor, 5=good

Visual design
d Is colour used to convey additional information?
(d  Are colours used consistently for the same meaning?

d Is aconsistent design theme used for all charts and text
boxes?

Are there unnecessary boxes and dividers?

L

Do dividers and boxes lead the eye in a helpful way?

L

With RAG (red-amber-green ‘traffic light’] indicators, is it
clear what criteria are used for RAG?

Are there unnecessary tick marks?
Are there unnecessary borders on chart areas?
Is the background unnecessarily shaded?

Are the columns/bars unnecessarily shaded?

U oo odd

Are there unnecessary borders on columns?

Layout

d Aretext and chart size proportionate to the importance of
the information being conveyed?

Are data points that need comparison near to each other?
Are logos and ornamentation kept to a bare minimum?
Is spacing consistent and pleasing?

Are lines used to guide the eye in @ meaningful direction?

[ I N N IRy I

Is there a ‘logical hierarchy’ for text and comments?
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Structure

a

Are there large amounts of numbers that need to be read
to understand the high-level situation?

(d  Canyou quickly navigate to the section of the report you
need?

d Is it clear where the biggest issues are and how to
navigate to find more information?

d  Are targets clearly different from data sets?

Charts

(4 Do the graphs and charts meet your objectives?

(d  Arethe charts intuitive i.e. no need for careful study or
explanation?

(d Do the charts have impact and give insight? Do the charts
allow meaningful comparison of relevant data sets?

d Do charts clearly show patterns and trends?

(d Does understanding the document tax your short-term
memory too much?

(d Do your eyes have to leap about the page to understand
the document?

(d Do the charts answer an obvious question?

If the chart uses 3D, is 3D actually required to represent
the information?

1 Isthe message clear?

Axes

O  Are the axes ‘fair’ and labelled? Unfair axes might include
logarithmic axes that are not clearly indicated or axes that
are not clearly marked as starting from a value other than
zero.

(4 Arethe fonts clear, the right size and readable?
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d If you use a double axis, is it required to make a valid
point?

Labelling

(4 Areall charts clearly labelled, avoiding jargon or
acronyms?

4 s it clear what period the charts refer to?

(4 Are labels physically near to the things they are
describing?

(d If unavoidable, is jargon defined?

d Isthe level of labelling appropriate or is it obscuring the
chart (or the message)?

Are numbers on the chart given to realistic precision [i.e.
not to 5 decimal places if that precision is inappropriate
for the accuracy of the source data)?

Trending
[ Is there meaningful trending?
(d  Are gridlines aiding or obscuring clarity?

0 Is there unhelpful use of colour and area/fill patterns?

Text
d Isthe text relevant?
1 Isthe text concise?

4 Is the text spelled correctly and without grammatical
errors?

[

Is it clear with which graph any text is associated?

d Is any additional text clear, the right size and readable?
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Visual clarity
[ Isthe document (and its sub-elements) an optimal size?
(d Does the layout work for the delivery medium?

E.g. a smartphone, iPad or projector?

(4 Do any of your intended audience have eyesight issues? If
so, is the output of suitable size, colour and contrast?

Other points on appearance and readability

O Itis possible to understand the general message ‘at a
glance?

[ Isit clear who created the report and contents?

1 Isitclear who to talk to if there's a query or correction and
how to contact them?

On the next page you can see the same data reworked using the
‘BlinkReporting’ approach (the checklist and examples are from
my book of the same name).

The example may not be very ‘pretty’, but my clients have told

me over and over that this style becomes very clear and easy to
understand - particularly with familiarity.
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Demo Donuts Dashboard

P P
c 8 8 5838 c—- ¥2483 8
S8>32333280z20

Customer Footfall

Average sales value
per customer

Average customer
stay (minutes)

o

£6.00

£5.50

£5.00

£4.50

£4.00

Feet fell particularly frequently in April, driven by our
Donut eating exhibition match. We saw the usual dip
in January as our customers decided to eat more
heathily. For next January we are planning a "Hole in
one" promotion, selling bags of "Ten Donut Holes" for
£1.

We managed to push up our average sales value in
September by our heavy "Viking Tea" promotion.
Each order was set on fire, hacked to pieces and
customers were given a miniature axe to eat their
Danish with.

We had a resounding success in August when we
changed the automatic door closer for a more
aggressive design. Some of our customers stayed for
days!

Financials Revenue (£k)

Costs (£k)

Revenue has trended upwards for the year as a
whole, with a dip as usual in the summer holiday. We
will aim to introduce contactless credit card payment
devices into the arms of all our chairs by the end of
spring and expect to see revenue take off from there.

Costs have remained largely steady, although a small
spike in costs from our donut holesaler has blown a
hole in our forecasts. We are also expecting some
unfortunate "exceptional" costs stemming from some
issues with our "Viking Tea" promotion and the
associated axe injuries.

Item popularity
(1000s)

Products

Item margin

£1.50
£1.00
£0.50
£0.00

-£0.50

Danish
Coffee
Tea

Donut

Tea

Danish
Coffee
Donut

Our Danish sales have been excellent. The Lego-
themed product did very well. If you have read this
far you will understand the risks of using real prose in
examples. Use Latin nonsense prose like "lorem
ipsum" to keep the reader focused on the design not
the words in your mockups.

We continue to sell coffee at below cost, but we
believe that by trebling the caffeine content we are
sowing the seeds of very loyal (and dependent)
customer base. We are also looking to introduce a
line of herbal sleep-remedies for our "frequent
flyers".

About Key

Version
Owner
Contact details
Release date

Chart data

2

Bernie Smith
bernie.smith@madetomeasureKPls.co.uk
25th Jan 2012

. Currentmonth - Target bar

Fig. 6.2: The same data as in fig. 6.1, reworked using the BlinkReporting approach. Dull, at first
glance, but much more understandable.
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Approve your revised designs

If you don’t want to get the prototype designs into production
only to have to completely revise them again, it's essential to get
the final design approved by the relevant stakeholders.

The best way to do this is:

Identify stakeholders using a RACI matrix (see ‘Identify
stakeholder types and groups’ on page 27 for how to

do this) to identify the correct stakeholders and agree a
sign-off plan with the person identified as ‘Accountable’
on the matrix.

Agree a sign-off schedule to avoid endless revision
sessions.

Make sure there is a final arbiter so that there is no 'tug
of war’ between stakeholders.

Get the approvers to put their approval in writing.
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Get buy-in

Using the phrase ‘buy-in’ is probably putting it a bit strongly. For
many KPl implementations the best you're looking for initially is
the absence of resistance and compliance in terms of gathering
information.

Proper buy-in normally only comes after people start to see real
value coming from the data. There are a few situations, such as
particularly acute, highly visible or painful problems, where it
is straightforward to build enthusiasm right from the word go.

We can divide buy-in into five stages:

e Creating engagement.

Building a case - why you need these measures.

e Removing obstructions.

Public displays of importance.

e Developing good habits.

Create engagement

d  Involve a wide selection of stakeholders in the KPI Tree
session. Of all the points on this list this is probably the
most effective way of building engagement.

d  Go through the reasons behind the new measures clearly
and simply with those who are providing the data or are
being measured.

(d Hold an event, or series of one-to-ones, in which people
can frankly and honestly discuss concerns and issues with
the proposed measures.

L

Deal with potential issues openly and honestly.

d Create a ‘frequently asked questions’ document for
those that could not be involved in the initial engagement
process.
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Build a case

It's rational to start by explaining to the team that you need to
measure X because if you don’t you are going to ‘go bust’, ‘upset
customers’ or ‘get into trouble with the regulators’ etc. Here
are the typical steps you would go through to build a ‘rational’
case:

Build the case for measurement

(4 Show that there is a real-world benefit from collecting the
data. Alternatively, show that there is a significant problem
that will arise or become worse if you don’t do this.

d  Give relevant and compelling real-life examples of the
problems that will be tackled or solved through this
approach.

d  Explain how you will manage the practicalities of the extra
workload created through data collection or analysis.

Whilst this does need to be done, this alone will not build
engagement. Engagement is essentially an emotional process
and you have just outlined a rational argument.

The bestway to build buy-inisto startwith emotionalengagement
followed by a KPI Tree mapping session or stakeholder feedback
workshop.

It's not a straightforward thing, but emotional engagement
needs the following in place to work:

e Honesty during dialogue.
e Trust between both parties.

¢ People to be listened to and feel that they are being
listened to.

e Small group (or one-to-one] conversations.

¢ Relevancy to the needs of the person you are talking to.
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A frequent mistake managers make is to react to a lack of
engagement by strengthening the rational argument for ‘the
case’. Winning the intellectual argument does not bring people
on board emotionally. In fact, steamrollering people with rational
argument can often have a completely counter-productive effect.

Remove obstructions

This is about making life as easy as possible for those that you
want to deliver the data or analyses. There is research to show
that the easier you make things, the more likely people are to
do them.

Make it easy to comply with the new system

a

Create a user-guide for each type of user that will be
recording or manipulating data.

Clearly define the process that you want the person or
team to follow.

Test that process with all of the individuals who will be
following it, if possible.

Create a simple user guide document by:

a

U

Making it easy to use

e Step-by-step instructions.

e Decision branches.

e On-screen instructions or screen grabs.

Identify additional required user skills and where to
acquire those skills.

Contact details for additional help - the more immediate
the better. A telephone number is great, having to write a
letter is not!

Make the user guides readily available and easy-to-use.
Laminated, colour, A3 user-guides work brilliantly.

Make sure the guides are version-controlled and fully
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up to date. Ensure that changes to the user-guides are
actioned as fast as humanly possible.

d Take on board any feedback as quickly as possible -
nothing kills the process quicker than lack of interest from
its advocates.

Make sure that the line managers of your key data gatherers
are fully engaged and are banging the drum for the new system.
Any dissent among these people, however subtle, will absolutely
destroy your efforts to collect new measures. However tempting
it is to bypass middle managers, avoid it at all costs!

Keep people engaged
(4 Make it easy for people to highlight problems.

[ Create a 30-second ‘any issues session’ in the morning
operational meeting, if it exists.

O Adda ‘comments and improvements’ box on frequently
used documentation.

d  Spend some time sitting with people as they collect and
record any data that you are requesting. (This does a
couple of things. It makes it easier for them to highlight
problems and also shows that there is a keen interest in
the data that is being collected.)

1 Let people know quickly about any actions taken as the
result of feedback. If you can’t address feedback positively,
let people know why.

Public displays of importance

No, this doesn’'t mean having a special KPI hat that teams need
to wear. This is about making sure that both the tangible and
intangible signals being delivered by senior management are
positive and supportive of the KPI process. You need to do your
homework beforehand, because discovering that you have no
support at this point can be very embarrassing and frustrating.
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Have full and frank discussions with the senior managers
right at the start to make sure that they are fully engaged
and supportive.

Document what it is you're trying to achieve and get them
to sign it off (and, yes, | mean physically sign it off).

Get your senior stakeholders to write a briefing document
explaining why this is so important. If you can't get them

to do this (due to the usual ‘I'm too busy’, ‘| don't have my
diary’ or 'Could you do me a favour and write one for me?’),
then you will need to write one for them to sign off. Not
ideal but better than nothing.

Ensure that senior stakeholders kick off any roadshow,
frequently asked questions or roll-out briefing sessions.
They need to explain:

e  Why it's important.

e What will happen if it doesn’t succeed.

e The interest they will show in this.

e When the next follow-up is.

e What they will expect to see in a follow-up.

e Their confidence in the success of this process.

Let people know there is an open door to discuss any real
and practical problems that may come up.

Make sure that everything the senior stakeholders say in
public and private is aligned and supportive of what you're
trying to do.

Private off-the-record comments are often taken very
seriously by subordinates and if you're hearing whispers
that are not aligned to the project objectives you need to
address these very seriously and as early as possible.

Follow-up here is really important so schedule in regular
review or ‘steering’ sessions to keep everybody focused.
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Developing good habits

Good habits can be really helpful with a new KPI system. Habits
take time toform. Once people have gotinto the habit of gathering
and analysing the data that you need, things get a lot easier. In
the same way that you barely think about cleaning your teeth in
the morning, so people will start to semi-automatically produce
and process the information that your KPI system depends upon.

There's an awful lot of pseudo-science around the number of
repetitions required to form a habit. I'm not going to try and
come up with the ‘'magic figure’ for habit formation but you will
certainly recognise when you reach that stage. When you reach
that stage, things get done as part of everyday business, rather
than as the result of chasing. There are certain things that you
can do to help habit formation - or to really stuff it up.

Make sure data collection stays on track

d  Minimise the amount of process variation between
repetitions. Don’'t make the process too different each
time if you can possibly avoid it.

d Make sure there is a ‘heartbeat’ i.e. a predictable
frequency between repetitions.

O Tackle any instances of ‘falling out of the habit" as quickly
as possible.

d  Fix any problems that stop people doing what they should
- and fast!

d Reinforce good work with plenty of positive feedback.
Track and measure errors and omissions on a visual
management chart, if practicable and appropriate.

Things to avoid..
d Changing the process frequently or unnecessarily.

(4 Changing the layout or position of user interfaces, forms
or documentation.
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d  Making the process complex, cumbersome or difficult to
adhere to.

O Allowing ‘grey’ exceptions to exist without clear guidance
on procedure. This will only encourage people to park
something not completed.
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Something that commonly derails a management control
system is the practicality of actually collecting the data. It is
worth dividing the problems into separate categories because
the solutions vary according to the type of problem.

Typical data problems and solutions

The five most common problems are:

Problem 1 - Data living in small ‘islands’ in spreadsheets, Word
documents and ad hoc databases around the organisation.

Problem 2 - Datasets containing contradictory information,
leading to terminal indecision over which dataset is valid and
which one to use.

Problem 3 - Data existing in different forms.
Problem 4 - Lack of trust in the data.

Problem 5 - Large delays in the collection and collation of the
data.

Over the next few pages I'll outline what the problems look like
and methods for tackling them.

Problem 1 - Data living in small islands

This is fairly simple to spot but probably the toughest of
challenges to resolve.
Dealing with stranded islands of data

e Develop a clear definition of which unique KPIs you need
to collect.

e Create a production process map for the measure (see
‘Map KPI production’ on page 133 for how to do this).

This process should quickly flush out any ambiguity over where
the data comes from and concerns over its accuracy. The beauty
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of this approach is it involves talking to almost everyone in the
data supply chain, so you find out lots of really useful incidental
information.

Showing where data lives in the organisation

o

Create a simple table like the example below, showing the data
grouped by where it is stored.

Tip
Data Use Storage Location | Source or Owner Contact
method duplicate? details
Spreadsheet MI team Extract from ext. 4555
Mortgage from Sharepoint. .
Exec report Oracle dbase |Laura Pringle .
book database MExecRep L.pringle@ac
. ref. k27
extract directory mebank.com
Risk team, ext. 7524
Liquidity Exec report | Spreadsheet shared Source Jamie Walker | .
. j-walker@ac
directory xxx
mebank.com
. Jim's ext. 1744
c laint Exec report Emailed directory, M| Duplicate Jim Dorito
omplaints P spreadsheet t Y P j.dorito@acm
eam ebank.com

Fig. 7.1: A table showing where data lives and whether it is duplicated

Then answer each of these three questions:

e |s this the right place to store this information?

¢ |s the method by which this information is collected
clearly defined and effective?

e |s there a better method for moving that information
from the storage point to the point of use, in a hassle-
free and reliable way?

It may be that the most practical solution to your problem still
involves emailing spreadsheets, faxing bits of paper and ringing
around with some numbers. The truth is that this can still be a
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reasonably effective system so long as it is managed carefully
and documented. A simple template for this can be downloaded
from my website: http://betterkpis.info

Problem 2 - Datasets containing contradictory
information

This is a common problem and can rapidly undermine
management confidence in the KPI system. Even someone who
knows nothing about measurement knows that if you look at,
say, a figure for widget production in July 2007, then you would
expect any other figures for widget production in July 2007 to
be the same, wouldn’t you? So if they are exposed to similar-
looking measures that give contradictory or differing figures, it
shakes that person’s faith in the measure and makes it much
less likely they will use the information for decision-making.
There is also the opportunity for people to use this difference
to completely reject what the data is saying, particularly if they
don’t like the message.

There are a lot of reasons why the situation could arise.
Sometimes this comes about because we're actually talking
about two different things with a similar-sounding name. Other
times there are variations in how the KPI is calculated. Often
there are just mistakes or failure to include certain datasets in
the KPI calculation. All three of these types of problem can be
eased with a KPI definition sheet (see Step 5 for how to set up
one of these up).

Deal with multiple sets of ‘similar’ data

0 Create a KPI definition sheet for each KPI/measure - this
makes sure you are talking about precisely the same
measure.

d  Track, record and investigate incidents of contradictory
values - this helps you track problems and spot patterns in
errors.
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d If the discrepancy is a symptom of some underlying
structural issues with the data, be open and honest about
this and develop a plan for tackling the underlying issues.

Problem 3 - Data existing in different forms

This, for instance, may cover different time spans, different
geographic areas or different business units. This makes it
impossible to consolidate in a meaningful way and can be a
really thorny issue. One of my recent clients had previously
merged with another organisation. Four years after the merger,
the original ‘core’ firm was still using a 12-month year for its
financials and the ‘'merged’ business was still using a 13-period
(4 weeks per period] financial year. Aggregating and comparing
data was an utter nightmare that required a completely new IT
platform to resolve properly.

Hopefully your issues are not as serious as those in my example.
Solutions to the problem normally fall into one of these
categories:

e An Excel fudge’ - probably the most common solution.

e ‘Data marts’ - databases that aggregate existing data
and have more structure and stability than the Excel
solution.

e Third party tools for connecting directly to source data
across multiple sources e.g. SAS Grid.

e Afundamental IT solution - expensive, risky and time-
consuming.

The first option is the most frequently used. It can work well but
requires real discipline and very good manual systems to keep
it reliable and accurate. Here are some of the things you need to
have in place to keep things on track:
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Deal with data that exists in different forms

1  Acentral document showing where the definitive sources
of data are.

A change log for all business-critical spreadsheets.

(4 Locked-down spreadsheets for any sensitive spreadsheets
or calculations, with a controlled list of users with write
permission.

(1  Detailed process maps showing where data comes from
and goes to, kept up to date by named individuals.

d A sign-off process for any critical calculations in those
spreadsheets.

The more complex an organisation or the more critical the data,
the more important these spreadsheet housekeeping disciplines
become.

On that last point, here’s a great example from the BBC News
website in April 2013 of why this is critical:

It takes an expert to really mess it up

An article by Professor Carment Reinhart and Ken Rogoff
(former chief economist for the International Monetary Fund)
described how growth slows dramatically when a country’s debt
rises above 90% of Gross Domestic Product (the overall size of a
country’s economy).

This paper was widely studied by governments and was used as
a major justification for introducing austerity measures.

Thomas Herndon, a student at the University of Massachusetts
Amherst, was unable to reproduce the results of the analysis. He
wrote to the authors of the paper and asked for the spreadsheet.
They sent him the spreadsheet.

‘Everyone says seeing is believing, but | almost didn’t believe my
eyes,” he said.
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He had discovered that the Harvard professors had only included
15 of the 20 countries in their analysis for the calculation
of average GDP growth in countries with high debt. He also
discovered other errors that compounded the problem, and
some countries’ data was missing completely!

The revised analysis showed a much less stark relationship
between national debt and slower growth, with a number of
notable exceptions.

This is a quick summary, you can find the original article at
http://www.bbc.co.uk/news/magazine-22223190

Problem 4 - Lack of trust in the data

Strangely, this is one of the most common ones, leading to the
question ‘Why on earth are you collecting it?" Start with that
exact question. If the need melts away, then just stop collating
and reporting that data. If it turns out to be potentially useful and
important, then you need to look at repairing trust.

Deal with lack of trust in the data

(d  Understand precisely what data is being used, and for
what purpose.

Survey the key stakeholders and identify, through
structured interviews, which data is of particular concern.
(see ‘Talk to key stakeholders and subject matter experts’
on page 30 for details on how to do this).

(d  Shortlist high-priority data. There’s no point in trying to
tackle everything at once.

(d  List out the high-priority data and the concerns gathered
around that data.

(d Do avery detailed investigation of a few specific elements
of the high-priority data.
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1 If there are no issues identified, broaden the analysis.

[ If issues are identified, develop a remediation plan and
review with your sponsor.

1 If agreed, implement a remediation action plan.

(d Putin place controls to ensure that things stay on track.

Problem 5 - Large delays in the collection and collation
of the data

Dashboards and reports generally involve dozens, if not
hundreds, of pieces of information being gathered together. The
final production date of any report or document is going to be
determined by the slowest delivery of a piece of information.

So what can you do to mitigate some of these problems? In the
order that I'd suggest you try them, here are three options.

Deal with delays in the collection of data

(4 Develop a publication timetable, with clear data input
deadlines - it is important that this is realistic and has
contingency for real-world disruptions.

O  Process map the reporting ‘'supply chain’ if the input
deadlines are not clear or agreed.

[  Apply SMED method to reduce the cycle time (more on this
in a moment).

You can only use SMED if you have already mapped the process,
which is why it is the third option listed above.
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Speed up data collection using SMED
So what the heck is SMED?

SMED is a great tool with a terrible name. It's this approach
that enables McLaren Formula One teams to change a tyre in
2.31 seconds when it takes a normal human being 20 minutes.
The tool (actually approach is probably a better description) was
developed by Shigeo Shingo. He was consulting with Toyota in
the 1950s and 60s and was trying to stop the body shop - an area
with huge metal dies for stamping out car body parts - being
a bottleneck in the process. Using SMED - or Single Minute
Exchange of Dies - they brought the changeover times down
from hours (sometimes days) to a few minutes.

SMED is best learnt through hands-on workshops. Here's a quick
checklist for the key steps in applying it. | would recommend
getting a good book on the method or, even better, signing up
for a workshop (Made to Measure KPIs do a tailored in-house
session if you need one).

Using SMED: Observe the process

d Observe the process. (You could video it if it is a user-
driven process that takes place in one spot.)

Note down the duration of the major activities. ldentify the
sequence and dependencies of major activities.

O Identify whether activities are internal (must stop the
process to do them) or external [can be done without
holding up the majority of report production activities).

(1 Draw a Gantt chart showing internal and external
operations in different colours/patterns (see example in
fig. 7.2 on page 104).
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Using SMED: Identify internal activities

a

[

L

a
a

Which data can you check and validate offline and prior to
the report production? How would you do this?

What data and extracts need to be delivered before the
process (e.g. report production) can run?

How could this production and supply be streamlined?

What condition does the process need to be in to produce
the report? Can people and IT kit be prepared in advance?

What adjustments and changes take place during report
production?

Which of them would benefit from function standardisation
(e.g. pre-written queries, macros and batch jobs)?

What makes the operator hunt and search for data or
commentary during report production? How can you make
sure the relevant information is easily to hand, organised
efficiently and ready to use?

When do you have to perform complex and fiddly tasks,
relying on complex sequences and user memory?

Can you use code, macros or scripts to fully, or partially,
automate complex and mistake-prone manipulation?
Could manipulation be avoided altogether with a sensible
redesign?

Can testing and checking of the reports be improved?
Can you learn from previous mistakes?

What is the most rational testing regime - 100% inspection
or statistically based sampling?

Using SMED: Remove or reduce internal operations

a

Once you have identified both internal and external
activities, group internal activities together. This will help
minimise the time that the process has to be paused.

Convert internal operations to external operations. E.g.
Run a query on a spare PC in advance, rather than tying up
an analyst’s PC during report generation.
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1 Reduce complexity of compulsory internal operation.

Using SMED: External Activities

@ 1 Make sure that external operations really are external, i.e.

you don’t pause the process to do them.

Checklist . o
Reduce time spent on external activities. It won't reduce

the setup time in the way that streamlining the internal
activities does, but will reduce the total effort required for
report production.

Setup time reduction examples
e'g' ) e Reduce the number of source databases or
spreadsheets used in report production.

e Reduce the amount of manual spreadsheet manipulation
required, possibly through use of macros or improved
design.

e Reduce the number of data entry errors through
automatic logic checking of fields.

Example
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Task Effort 15 Mar 18 Mar 19 Mar 20 Mar 21 Mar 22 Mar 25 Mar

e 1) Regular Account and IAS Forecast 1d 6h | ——
e 1.1) Regular accounts forecast by product 1h
e 1.2) Regular accounts - create forecast 2h
e 1.3) Instant Access Savings - Extract inflows, outflows... 4h
e 1.4) Instant Access Savings. Create forecast 2h
e 1.5) Review-current accounts-Instant Access-forecasts 1h
e 1.6) Produce Forecast slides and email for Charlie Crisp... 2h
e 1.7) Face-to-face with Charlie Crisp 1h
# 1.8) Send out Forecast
e 1.9) Sign off Forecast 1h I
® 2) Assets Forecast > 3d 4.75h F J
e 2.1) Back book modelling 3h
e 2.2) New business. Meeting with production managers 1h
e 2.3) Retail mortgage forecast 1d
e 2.4) New business pipeline analysis 2h
e 2.5) Back book modelling 2h
e 2.6) Platform mortgage forecast 1d
e 2.7) New business back book analysis 3h
e 2.8) Unsecured, loans, cards, overdrafts 1h
e 2.9) Review forecasts 0.25h
e 2.10) Email commentary 0.25h
e 2.11) Face-to-face with Do c Dorito > 0h
e 2.12) Send out assets forecast 0.25h
e 3) Deposit savings 4d 6h F
e 3.1) Market/competitor data market position 1d
® 3.2) ISA retention analysis, intention analysis 1d
e 3.3) Analytics: sales maturities, transfers etc 1d 1h
e 3.4) Pricing 1d
e 3.5) Produce DS forecast 4h
® 3.6) Face-to-face with Freya Fry 1h
# 3.7) Sign off DS - Freya Fry
e 4) Sign off assets - Dominic Dorito 1d
e 5) Build Pack - Quentin Quaver 6h &
e 6) Pre-meet-week one 1d
e 7) Submit to Exec Committee Preparatory Meeting 1d
e 8) ECPM Signoff 1d
# 9) Monthly forecasting meeting

Fig. 7.2: An example showing internal and external operations on a Gantt chart to help with a cycle time reduction project. Internal
operations are the lighter bars, external the darker bars and the critical path is highlighted with a glowing outline.
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Recap on applying SMED cycle time reduction to KPI
processes

e Understand how the data moves and where it starts and
finishes.

e Put together a detailed and practical timetable laying out
who needs to do what and when with the data.

e Make sure there are well-defined owners and those
owners are prepared to flag up problems and chase the
right people when needed.

Resist the temptation to rush into IT solutions

When faced with the five typical problems you may decide to
implement an IT system to solve them. If you go ahead and create
the IT system without using the techniques recommended here
you are likely to fail.

Why? You haven't been through the ‘circle of tedium’ which
is required to get a KPl/measures collection system working

properly.

The circle of tedium and why it’s useful

The circle of tedium is the slow and painful process of checking
where data comes from, finding it's a mess, trying to fix it, finding
it is still not working as intended, putting in more fixes etc., etc.
From experience, it normally takes at least 3 to 4 iterations
before the system is working well and everyone has confidence
in it. The mistake that many organisations make is that they
will do a simple analysis of ‘the information we need” and ‘the
information we have available’” and they will jump straight to a
system specification. This first pass is invariably flawed in many
ways. The problem is if you go straight to a system specification,
any mistakes or incorrect assumptions start to be set in
computer code and it becomes a lot harder and more expensive
to fix.
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More Lean methods that can improve KPI
production

This is not a book on Lean techniques but | think it is worth
mentioning a couple more tools from Lean that are especially
useful for improving KPI production.

5S to improve workplace organisation

5S is a workplace organisation philosophy that focuses on visual
managementand good organisation. There are plenty of books on
the approach, though they are mostly focused on manufacturing
organisations. It can apply very well to information-based
environments.

5S means:
Sorting - Optimise your storage so that documents:
e Arein a logical, self-explanatory network location.

e Do not require interminable levels of navigation through
folder hierarchy to access them.

e Are clearly identified with relevant data (like date of
issue).

e Make use of good layout, logical structure and correct
internal signposting and indexing to ensure information
is accessible.

Sweeping or Shine - Eliminate what is not required. This applies
not just to the dashboard or report itself but that mess of data
and sheets behind the scenes. The clutter in those source
spreadsheets is slowing you down and making mistakes more
likely.

Straightening or Setting in Order - Clean up databases,
removing bad or inconsistent records.

Standardising - Create standard procedures that are highly
visual and are a true reflection of the report production process
e.g. user-guides and checklists.
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Sustaining - Manage skills and training in a systematic way, for
example, with visual Skills Matrix wall boards.

Successful 5S will:
e Improve speed of access to data or commentary.

e Reduce 'hunting’ time for data and other inputs.

e Highlight shortages during external, not internal, time.

Use a structured method to solve problems
e PDCA cycle for recurrent problems (see page 150.

e P-M analysis for intractable problems (see P-M Analysis
by Shirose, Kaneda and Kimura, in the Bibliography).

Do it Again!

To get the best possible ‘cycle time” may require several rounds
of improvement activity. If you do revisit the same report
production process, make sure it's the best use of your time.

If the worst happens

Even with the best approach in the world, there will still be
times when data is not produced. Where it's unavoidable, | would
suggest leaving the data out of the final report but still producing
the report on time, making it clear where data is missing and
why. Holding back a report because of missing information can
send out very poor messages to those who have managed to
submit their data on time, such as ‘the deadline doesn’t really
matter’ or ‘their data is not really that important’. With manual
systems in particular, getting people into a regular routine or
habit is absolutely critical to the success of the system.
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What are your technology options?

This is a complicated field which could justify several books.
It's also an area that moves quite quickly so any in-depth book
needs frequent revisions to avoid becoming out of date. However,
looking at it at a high level you have a few options for collecting
data. For each of these I've outlined very briefly how the given
data collection approach would work and what key things should
be on your high-level checklist.

The main methods of data collection are:

e Excel

e SharePoint

e Paper documents

e Customised existing system

» ERP/CRM/Workflow data extraction

e Third-party data capture software

Let's look at each of these in turn.

Using Excel for data collection

This is the granddaddy of all data collection systems. It’s the one
that | see being used most often when something is done quickly
and in an ad hoc manner. Let’s look at the pros and cons:

Pros
e Often quick to set up.

e Most people in an office environment can use Excel to a
basic level.

e Excel exists on most desktops already, avoiding
potentially long-winded IT approval processes.

e Can be very flexible.
e Analysis can be quick and easy.

e Easy to import and export data to other applications.
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e Can be integrated with SharePoint for additional
robustness.

Cons

e Mixes source data with analysis, which is convenient but
ultimately risky.

e Can become unstable with multiple linked spreadsheets.
e Complexity piles up rapidly.
e Although Excel supports field-locking and collaborative

working it can be unstable and a bit scary, particularly in
earlier versions such as 2003.

e Many solutions I've seen are not maintained or backed-
up properly.

e Requires careful locking-down of formulas and layout to
prevent end-user changes to data input sheets.

e Rapidly becomes unwieldy with very large datasets.

Using SharePoint for data collection

SharePoint has rapidly grown into a fairly sophisticated
collaborative working environment. It is used in lots of
businesses | know, but generally it is an obsolete version. This
means | probably have a slightly jaded view of its capabilities and
flexibility.

Pros

e There's a proper database behind the scenes to keep
things organised.

e You can set up Excel spreadsheets in SharePoint so that
SharePoint takes care of multiple simultaneous edits.

e Surveys and forms are pretty easy to create.

e You need some technical support to set up a SharePoint
site.

e There is inevitably some ‘borrowing’ of existing sites
required to get small projects up and running - in my
clients it has been a constant struggle.

(AN
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e In pre 2010 versions of SharePoint (i.e. the versions
still used in many organisations) customising forms is
complex/impossible.

So SharePoint trades some of the flexibility of Excel for improved
data integrity and robustness. It's a good solution where you
need an Excel-like interface shared across a work group,
or quick and easily collection of survey data. Where it seems
to be lacking is in the rapid collection of small chunks of data
throughout the day. In this situation the user interface makes it
a painful experience to collect data.

Paper documents - manual data capture

It may surprise you to see this antique technology on the list but
there are still some things you can do with paper sheets which
are just not possible with any other system.

Pros
e Very quick to deploy.
e Everybody knows how to fill it in.
e Does not take up computer desktop space.
¢ Allows additional comments without restriction.
e Shows that a human being will be looking at this data.

e Visible and hard to ignore.

e Will require re-keying of data.
e Requires physical collection of sheets.

e Changing the form requires a new print run and can
require version control.

e Forms can run out.

Of all the options here | would never recommend running a
paper data collection system in the medium or long term. Paper
systems are very good for creating very short-term prototypes
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and gathering small sets of data very quickly.
Key features of effective manual data collection systems:

e A proper definition of what is measured by whom and
when.

e Adecent collection timetable. By decent | mean there is
enough time to visit the person collecting the data, sort
out any problems, format it and forward to those people
who need it.

¢ Visibility of when there are problems. This would include
a ‘problems log” which is reviewed by the management
team and clearly defined owners who are collecting the
right data in line with the collection timetable.

There is a long term trend to move towards IT systems for
obvious reasons, but one of the unsung benefits of a manual
data collection system is that extra information gets passed
down the chain and obviously erroneous information can be
queried early on as it goes through human brains rather than
just an IT system.

The other less obvious benefit of the manual system is that
people are lazy. And | don't mean this in a bad way, but there
is a real reluctance in people to collect and collate information
that they know isn’t used or is in some way flawed. A risk with
a heavily-automated system is that you can create an ocean of
useless and unread reports at the click of a button.
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Data collection - Customised existing system

This is a really broad category. The conversation normally goes
along the lines of 'We have customer service system X, why can't
we just add a little dialogue box to capture Y and a button to
capture data item Z7

Pros
¢ Avoids the need for additional systems documents.

e Keeps the consistent user interface which people are
familiar with.

e Potentially allows the collection of useful system-
generated data automatically and simultaneously with
user-entered data.

Cons

e Has all the associated risks that come with software
development, i.e. budget creep, scope creep and risk of
project failure.

e Requires very clear project specification at the start
(when, in my experience, people often aren’t actually
that clear on what they need or want).

e Canintroduce operational risk if these additions are to a
production environment.

e Typically implementation can be a very slow and
expensive option.

¢ Normally involves external IT vendor support or
specialist contractor resource.

e Often encounters massive opposition from the internal
IT functions.

If this option has a place, it's normally the last mile of a long
KPI journey, where you are perhaps replacing an existing
clunky data collection system with something more permanent.
It is important to know what you are getting into and that you
have the internal IT and project management skills to land it
successfully. If there is any doubt about a successful outcome |
would strongly advise not going down this route.
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ERP / CRM / Workflow data extraction

Most organisations these days have large systems in the
background collecting data about their operation. If you are
lucky enough to already be collecting most of the information
you need, then setting up automated data extraction from the
systems is a tempting option. Many of the risks and benefits are
similar to those for the previous section. The main difference is
that this approach will eliminate some of the operational and
development risk.

Pros

e Potentially invisible to the end-user - making it the ideal
solution if all the data you need is already collected.

e Can be fully automated.
e Will already be tested and validated.

e Does not require new IT systems software.

e Becomes very problematic if you need to supplement
existing data collection with user comments - this
requires development of a new user interface and all the
development risk and cost that goes with it.

e |In many systems access to the production database is
restricted or protected, requiring a mirror database to
be set up for the data analytics. This can be complex and
expensive.

¢ |n a fully automated system much of the data is not
scrutinised by real human beings. It becomes easy to
miss crucial gaps and mistakes in the data that may
ultimately undermine the quality of the analyses being
performed.

Although this may look like a very appealing option, my
experience is that it never works out quite as elegantly, cheaply
or speedily as you anticipate. Like the ‘customised existing
system’ option, this is one for a more mature organisation
that is absolutely clear it has the data that is required and
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knows what it is getting into from a systems perspective.

Third-party data capture systems
There is a class of software called ‘desktop analytics’, or as one
of my clients put it, 'spycam’.

The way the software works is to hook into the Windows API
(Application Programming Interface - the method by which
programs interact with the operating system).

This approach enables a small program on the user’s desktop to
identify what is happening on the desktop and to flag that certain
activities are happening when key trigger events are detected.
This seems to work well in environments with well-defined
processes that are predominantly PC-based. Three vendors are
currently prominent in this space, OpenSpan, Verint (Impact
360) and Nice (RTAM). These systems will normally allow you
to add metadata (supplemental data) through the use of drop-
down customisable menus or text boxes. Once up and running,
the system can be a very valuable way to gather problem-related
data, metadata and user comments.

Pros

e Can be tuned to gather just the information you need to
know.

e Based on a robust database back-end, for example, SQL
or Cognos.

e Less complex than developing a system from scratch.

Cons

e Will require configuration which can be extensive if you
have poorly defined processes.

e Requires ongoing external vendor’s support contract.

e Not as flexible as other (less permanent] solutions such
as Excel.

e Requires budget, support and IT engagement.
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So, to summarise, the three options you are most likely to be
using on a regular basis, in the short to medium term, are Excel,
SharePoint and paper capture sheets. The other options outlined
here are technically more elegant and are likely to be more
robust but also become projects in their own right and need to
be treated with caution if they are on the ‘critical path’ for your
KPl implementation.

Here is a selection checklist that should help you identify which
of these options is best for you:

Data capture method selection
d How permanent does the solution need to be?

(d  Areyou prepared to find funding and set up a project for
new software?

How many users will be involved in collecting data?
Is your IT department engaged and supportive?
How big does the dataset need to be?

What kind of analysis will be done on the data?

Is free text involved?

I ) N N Wy I

What expansion plans are likely to be involved? This will
affect the nature of data collected and the architecture you
choose.

There’s an awful lot to take on board when you're collecting
data. It's easy to miss some of the critical points, so here's a
checklist that can help you make sure you have nailed most or
all of the important aspects of collecting data.
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Data collection

a

Is the source of data defined by role? It's important to
make sure that you don’t just have someone’s name as

a data source, but that the data is assigned to a role. If a
person is ill or moves on you still know where the data
comes from. It’s also important to have this as part of
someone’s role so there is a formal recognition that it will
take up some of that individual's time each period.

Is the data collection a reasonable task? How long does
it take to collect information and check it, is it reasonable
and does the person tasked with gathering it agree to
commit that much time to the task?

Is there a check in place to ensure that the data is
collected and submitted in a timely way? |s there a system
to follow-up missing or incorrect data?

Do you have a KPI definition for the data you are collecting
(see the section, ‘Define your KPIs’ on page 62]?

Does the person providing the data understand precisely
what is required of them and when?

Is there a contingency plan for providing the data in the
event of sickness or holiday?

Do you have a backup plan for the historic KPI data? Many
organisations | have worked with delete or overwrite data
and subsequently regret it.

Does the data collection have a very senior sponsor?
Without some kind of management sponsorship, data
collection will rapidly fall to one side.
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Find the right analysis tool in a fast-moving
ield

For many people, this is the fun part. Fortunately, the market is
extremely well served with data analysis and data exploration
tools. This is a fast-moving market with multiple major players.
My first port of call when I'm looking at analytical tools for clients
is to look at the Gartner Bl Magic Quadrant report (Bl stands for
‘Business Intelligence’). The whole point of the Gartner report is
to help you understand which are the best offerings. The reports
are generally balanced, insightful and well worth the effort.

As this report reflects very well on the top-ranked vendors,
you will normally find that one of them gives away the Gartner
report free of charge (as of 2013 it is Tableau). It's a thorough
document, taking two or three hours to digest properly, but
in it you will discover which are the top-ranked tools for your
particular needs.

Each tool has a ‘sweet spot’ - the purpose for which it was
specifically developed. Although many of the tools, and in
particular the big players, will claim to do everything, you will
find with experience that they are better at some things than
others.

Here are some of the questions you should be asking yourself
when you're choosing which analytical tools to use:

Choose the right analysis tool

(d  What analytical tools do you use currently in your
organisation?
What is your organisation’s current IT policy on preferred
analytical tool solutions?

(d Do you have any tools for which you are licensed but aren’t
currently using those licences?

(4 Whatis your budget?
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What analytical and software skills exist within your team?

O Isyour organisation comfortable with ‘software as a
service’ (SAS)?

[  Will the tool host the data in its own database or will it
‘suck the data’ from existing data sources?

d  What legacy systems would any analytical tools have to
interface with?

d  What type of output are you looking for? E.g. static paper
reports, live web-served analysis, self-service etc.

When to be pragmatic with analytical tools

Having worked extensively in financial services organisations,
| bear the scars of very slow and conservative IT policies. I've
learnt through tough experience that it is often quicker to be
pragmatic and use an existing, although sub-optimal, tool than
to fight the fight for the ‘ideal tool'.

Like most people, | have some certain ‘old favourites’ that | like to
use. Two of these fall into the ‘data exploration’ category. These
tools are TIBCO Spotfire and Tableau. Both tools have a similar
sweet spot which is rapid, very intuitive exploration of existing
data from multiple sources. As a bonus, both applications have
outstanding presentational standards, showing many of the
characteristics that | urge my clients to aspire to - simplicity,
restraint and visual clarity.

The analytical tool that you will most likely end up using is Excel,
maybe fed with some output from an SQL database or an Oracle
query. There’s nothing wrong with this as such, but it may be
worth aiming a bit higher in the medium to long term.

Frequency of measuring and reporting - Finding the KPI
‘heartbeat’

It may sound like an obvious question, but have you asked yourself
‘How often do you need to measure this?" If you measure things
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too often you risk drowning in unnecessary work and seeing
little benefit. At the other extreme, not measuring often enough
means that decision-making can be delayed and some or all of
the benefits of the measurement will evaporate.

The most common reasons for choosing a reporting frequency
are ‘That's how often the report is generated at the moment’
and everything is driven 'by the accounting cycle’ (even if it's
non-financial data). These really are not good enough reasons in
themselves, although of course the optimal frequency may have
been chosen purely by chance.

There is no golden rule here, but the next checklist raises
some points that should help steer you to a sensible reporting
frequency:
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Decide on reporting frequency
d How long does it take to collect the data?

d  What effort is required to collect the data? (Try adding it up
in ‘person days'.)

(4 What is the longest period over which you will typically get
little meaningful change?

(4 After what period of time does the data become
meaningless or less relevant?

(4 How long does it take to implement actions based on
the data? The point here is that this is part of your
information-to-reaction-time.

1  What is the shortest interval, after an incident, that things
can go seriously wrong without detection? (See also the
FMEA approach on page 126.) Your reporting frequency
needs to catch an issue before it becomes a crisis.

So, data which changes very rapidly and is very easy to collect
would be a candidate for a high sampling-rate. Examples of
this might include stock prices, airplane altitude or number of
customers on hold in a call centre.

Situations where you would have a much longer sampling
interval might include customer satisfaction scores, inflation
rates or staff turnover figures.

Random results generator!

I've seen a number of examples at either end of the scale.
With one client, involved in a complex chemical process, we
discovered that the process frequently varied outside of its
control limits within 10 to 15 minutes, but they were sampling
once every 24 hours. At the other end of the scale | have seen
call centres obsessively tracking ‘average handling times’, when
in reality the variation they were seeing was purely statistical
scatter. The call centre situation is a good example of ‘We have
the information easily accessible, so we're going to use it.’
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The ideal sampling interval often won’t be the same as the
actual sampling interval. Before you get too perfectionist, the
best approach is to use what you currently have but also make
sure you have recorded what your ideal is, so you have some
improvement aims visible. Make sure that you think about and
record your ‘ideal sampling frequency’ in your KPI definitions
database (see page 63).

Start small - Running a ‘proof of concept’

Situations vary but it is best to start with a small pilot
implementation if at all possible. Sometimes there are situations
where this is not possible, for example where there is intense
pressure from the industry regulator. Be warned though,
skipping straight to a full roll-out will increase the practical risk
involved in your system implementation.

Run a ‘proof of concept’ for the new system

1 Identify the number of users you need for the proof of
concept to be meaningful.

Identify the functionally different day-to-day operations
you need to include for the results to be meaningful.

d Include variations in the IT landscape, for example,
different legacy IT systems in use.

d Assess the consequences of partial or complete proof of
concept failure - is there an operational or service risk?

d  Gain commitment from senior management that if the
proof of concept is successful it will be expanded.

(]

Document success criteria.

(W

Create proof of concept project charter.

(4 Review proof of concept against success criteria.
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IT project memory jogger

The usual high-level questions you need to consider for any IT
project are included in the checklist below.

IT project memory jogger

W]

(]

(]

(W

U O

How and where will the data and software be physically
hosted?

What are the data security/data protection considerations?
Who are the stakeholders in the IT project?

What are the associated business-as-usual costs? For
example, hosting, maintenance contracts and internal
support costs.

Are there any regulator specific requirements?

Is the software you're looking at on the preferred vendor
list?

What is the approval process for new software?

Are there any other network/infrastructure
considerations?

Are there any privacy laws that you need to consider
(especially true of mainland Europe and particularly
Switzerland)?

What full-time project resource/support is required?
Who is paying the bill?

What other internal approval processes do you need to
comply with?
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Manage risk using FMEA

One of the tools most commonly used to measure and manage
risk is called FMEA or Failure Mode and Effects Analysis.

Whilst the name is about as user-friendly as a barbed-wire
apple, the underlying concept is both useful and powerful. Here
is a very quick guide to FMEA. There are plenty of other books
that will give you background detail.

FMEA is an approach developed to allow you to compare and
balance problems that are unlikely but very serious with others
that may be more frequent but much less serious. It gives you
a way of balancing risk and probability in a numeric way. This
can help you balance the terrifying but unusual (catastrophic
plane crash] with the minor but frequent (hitting thumb with a
hammer]).

Manage risk with FMEA

1 Go through your system or process and ask the question
‘What happens if this fails?".

Document the consequential events from a system failure.

(W

Assign a score for probability, using a 1 to 10 scale.

(4 Assign a score for severity of the consequence using a 1 to
10 scale.

[

Calculate the probability multiplied by the severity.

(d Use this total score to identify high-scoring risks and
prioritise these for mitigating actions.
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Falling asleep when driving FMEA

Failure: Falling asleep whilst driving
Failure mode: Late night driving, lack of rest or breaks
Consequence: Potential total loss of life for those in the car

and/or others

The probability of this happening = 2
The severity of this failure = 10
Total score = 20

Poor visibility when driving FMEA

Failure: Crash due to poor visibility

Failure mode: User forgets to check and refill wash-wipe
before journey

Consequence: Potential total loss of life for those in the car

The probability of this happening =
The severity of this failure =
Total score =

ool—\oo
oo

Calibrate your FMEA scores

You probably spotted the weak point in this approach, which
is the subjectivity of the 1 to 10 scoring scale. It is a subjective
judgement. You can greatly improve the robustness and
credibility of your analysis by creating a calibrated scale. You
would do this typically by giving specific relevant examples of
whatwould score 1,5and 10. This enables the person completing
the FMEA to reference back to the calibrated scale.

Once you have identified high-scoring risks and issues the next
step is to ‘head them off at the pass’. You do this by creating
‘mitigations’ or things that you would do differently to avoid the
problem and then re-score using the same process to show the
new improved score.
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So, in practice, to use this you would create a spreadsheet with
the following headings:

e Failure description (what happens)
e Mode description (how it happens])
e Consequence/Effect

e Probability - score out of 10

e Severity - score out of 10

e FMEA Score (severity x probability)
e Mitigation

e Revised probability

e Revised severity

e Revised FMEA Score

Here's an extract from a simple FMEA sheet:

Failure Mode Effect Probability Severity Score Mitigation
- Data sheets not Missing or Implement
Missing data completed incomplete data 7 7 63 tracking log
Complete data Missi Documentd

Missing data sheets not . ssing or 6 7 42 process an
incomplete data have backup

returned . .

collectors

9 Put in sheet

Missing data Run out of . Missing or 8 (affects all 72 kanban’ -

capture sheets | incomplete data tear) restock on low

levels

5 (only new or
8 temp staff 40
affected)

Staff not aware Missing or
of requirement | incomplete data

Add to induction

Missing data training

Fig. 7.3: An example FMEA matrix

To the right of the ‘Mitigation’ column it is sensible to add more
scoring columns to show the score that you should expect once
the mitigation actions have been put in place. You may also add
some action-tracking fields to keep the implementation of the
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mitigations on track. To keep things readable, I've not included
these columns in the example above.

Detectability and FMEA

You can also refine this matrix by adding an additional column
called Detection. For instance, it is often hard to know when
you are about to fall asleep so this would have a high score for
Detection, whereas a windscreen with lots of grot is easy to spot,
making it unlikely you would let it get to a dangerous level - a
high score implies low detectability, bumping up your score.

If you use a detectability value, your FMEA score becomes
probability x severity x detectability.

A free FMEA Excel template is available to download from:
http://betterkpis.info
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Issue afirst production version of your report

At some point you will be ready to issue your first KPI report or
dashboard. This is a nerve-wracking and quite delicate stage in
the process. If you position the first output in the wrong way, or it
has obvious fundamental flaws, credibility can be lost and it can
be extremely difficult to recover the situation.

Here are some preflight checks you might want to do before you
issue KPlIs.

Preflight check before launching new reports/dashboards

[ Introduce a ‘source sign-off’ process so that you
have confidence that data sourced from elsewhere is
acceptable and endorsed by those providing it.

d  Publish KPI definitions with the report for reference.

(d  Publish any known issues with the definitions or data
within the report and what actions, if any, are being taken
to address those issues.

1 Test the data on a small friendly audience first to help
flush out any obvious issues.

(d  Add any caveats to the initial report and explain what
issues may be expected on the first pass.

d  Sit down with key stakeholders and walk them through
the report before they are presented with it in any public
forum so that they feel comfortable with the contents and
can privately express any concerns or ask any questions.

d  If you key stakeholders are comfortable, make sure they
explicitly confirm this to you.

Keep the team up to date on report improvements

You may choose to include a report development update with
each issue to show what has changed from previous issues and
any problems that you have identified or tackled. Make sure you
make it easy for people to contact you or the report’s author with
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feedback. Add names and contact details to every document that
you produce.

Put your KPlIs into production and document the process

Your first pass on gathering data and doing the analysis will
normally be a bit of a muddled process. Once you have been
round the cycle a few times you will start to have a better-
defined process which you then need to formalise so it becomes
reliable and reproducible.

Documentation is a really important part of putting KPIs into
production. You need to be able to clearly show and explain
the process to those involved and to compare what’s really
happening with what should be happening once you're up and
running. The tool for this is process mapping.
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Why is process mapping in a book on KPIs?

Process mapping is a really familiar tool to many people. It is
used in just about every improvement methodology. | almost
hesitate to talk about it in this book because it is so commonly
used. But interestingly | don’t see it used very often for KPI
production so | have included a short section showing the basics
of how to create a simple process map for your KPI production
process.

Mapping your KPI production can have a number of benefits:

e Provides a complete end-to-end overview of the KPI
production process (often for the first time).

e Engages the process owners in dialogue, with them
clearly in the ‘expert’ position - very good for buy-in.

e Enables process improvement and simplification work.

e Creates the foundation for lead-time reduction work,
skills management and audits.

Process mapping conventions

There are really three basic symbols that you need to get started
with process mapping:

Start/Stop Process

Fig. 7.4: The most common process mapping symbols




Step 7 - Go live - Map KPI production

Example process map

Each 'swim lane’ represents a department.

MI Team

Data Team

Business Unit X

Exec

Start
3 weeks

before
Executive
meeting

Create mortgage
forecasts

Extract from

Extract from Yellow
Green SAS Business
objects

1

Send out forecast
for mortgages

Assets forecast

Review mortgage Produce
forecasts mortgage slides
Make any Face-to-face

changes required review with
9 4 Charlie Crisp

Update from
Update from Yellow
Green SAS Business

objects

|

Create pack

Produce top-level
forecast

i

Check and issue

Sign off from
Freya Fry

Issue report
to Executive
team >3

days before
meeting
Stop

Fig. 7.5: An example of a simple high-level report production process map. This one uses
swim lanes to show ownership of each step.
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Process mapping levels - why they are important and
tricky

One of the trickiest things about process mapping is coming to
terms with the concept of ‘levels’ and then defining them in a
consistent and repeatable way.

The best way to show this difference is to use a simple example
such as using the bathroom in the morning.

e At a high level you could have a process step box called
‘use the bathroom'.

e At a more detailed level you could show 'have a shower’,
‘clean teeth’, ‘wash face’ etc.

e Going down another level of detail ‘clean teeth’ can be
broken into a number of sub-steps including squeezing
toothpaste onto the toothbrush, cleaning specific parts
of the mouth and rinsing the toothbrush.

This example shows three different levels of detail on the
same process. Why is it important to separate the process into
multiple levels? Well, if you run a workshop you will very quickly
understand that it becomes impossible to map the process if you
go into too much detail too early. Dividing the process into levels
helps keep things manageable in terms of process creation and
also the physical process mapping.

I'm afraid there is no universal convention on levels, so the best
advice | can offer is to create some specific examples that will
work across your organisation to illustrate each of the levels and
appoint one final arbiter who ensures consistency of approach
across all process maps.
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Build maps of your KPI production process

The process mapping checklist

a

a

L

Decide which tool you're going to use to document your
maps (e.g. Visio, PowerPoint, Aris etc.).

Train or requisition process mapping resource if it's a big
job.

Find an online or physical repository for your process
maps which users can access.

Agree conventions for process mapping.

Create a version control system and revision numbering
system.

Agree footer content for process maps.

Decide on contact details for process maps - phone
numbers are best, then email.

Identify stakeholders in the process mapping exercise
using RACI matrix (see page 28 for more on RACI).

Stakeholders may include:

e QOperations
e Risk

e Regulatory
e Data security
e Privacy

e Quality
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Engage stakeholders in creation and review of process maps

(1 Establish who needs to sign off or approve the KPI
process.

Gain sign-off or approval for new KPI process(es).

(4 Putin place a regular review and audit process for new
processes.

Actively seek user feedback and tweaks

Most people have dealt with a wide variety of shops. You know
from experience that, in some shops, when you take something
back with a problem or because you don’t like it they will respond
cheerfully and helpfully and quickly sort out the refund or
replacement. There are other shops where the body language,
tone and manner are distinctly prickly - they may even challenge
your reason or right to return something. If you deal with the
second kind of shop you rapidly become reluctant to have any
kind of interaction with them. You know that whatever they say
on a mission statement about their returns policy, it is just not
very pleasant dealing with them.

It is just the same when you're developing a new KPI process (or
any process for that matter). It's really critical to take enormous
care not to create an environment that rejects constructive
feedback and the reporting of problems. It only takes a couple of
offhand comments or someone over enthusiastically explaining
why the person giving feedback is wrong, to create a climate that
no longer ‘welcomes the problem’ but rather tries to sweep it
under the carpet.

Because much of what is required to create a good feedback
environment is intangible, it is hard to create a comprehensive
checklist but here are a few things that you should make sure
are in place:
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Gather effective feedback from users

(4 Make sure there is a clear way for stakeholders to give
feedback easily and painlessly.

Ensure that giving feedback does not become a ‘career-
limiting move’ for those doing so.

1 Let people know that positive meaningful action is taking
place as a result of feedback.

(1 Don’targue or counter when people are giving feedback.

That last point in particular may be a bit controversial. There are
two things going on when someone gives feedback. The firstis a
reflection of genuine issues with the process that they are telling
you about. The second is they are giving you their perception. So
even if they are factually wrong, don’t trust, or don’t understand
it properly, then you have a problem - just as much as if the
underlying hardware or software is not performing as designed.
It is important to think carefully about how to try and fix this
perception rather than simply ‘arguing back’ and risking shutting
the door on feedback forever.

Revise and refine your system throughout the ‘warranty
period’

Rather than leave problems to fester, make changes as quickly
as is feasibly possible. The only situation in which you might
want to hesitate before doing this is if you make changes to the
underlying data schema and risk devaluing the entire process.
With this exception in mind, the general motto of early, rigorous,
vigorous and enthusiastic improvement is a good one.
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Agree a Service Level Agreement

Service Level Agreements (SLAs) are documents used between
suppliers and customers to ensure the service meets an agreed
level.

SLAs provide a framework against which you can review real-
world performance.

| have to be honest: most Service Level Agreements I've seen
in real life make my eyes glaze over with boredom. They are
normally incredibly long and tedious documents that are
effectively tools to beat up third-party suppliers. Whilst on my
soapbox, let's look at a few of the issues that | see with the kind
of SLAs I'm moaning about:

e They are written for legal recourse not readability. They
become highly technical documents that attempt to
cover every possible infringement.

e They are written by people who don’t really understand
the process. The way in which process performance
is measured and the elements of a process that
are measured show that the individual creating the
agreement really doesn’t ‘get’ what is going on.

e Arbitrary service levels are assigned but there is just
not enough knowledge about what is reasonable or
practical. Often, when challenged why particular figures
have been used in the SLA, you rapidly discover that they
had been plucked out of thin air.

e Service levels that have never been achieved are set
as the official ‘standard’ even though they are being
breached each and every day. Again I've often seen
service levels that both parties know are unachievable
and have never been achieved, and yet they become
embodied in the document.

With this still fresh in your mind, let’s look at some checklist
points that should help you avoid these pitfalls:
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Set Service Level Agreements

a

If the SLA document is required to be a legal document,
has an abbreviated ‘everyday summary’ been produced for
those running the process?

Have the SLAs been signed off by key stakeholders who
run the process?

Has the justification and rationale behind the agreed SLAs
been documented?

Have the agreed SLAs been consistently and meaningfully
achieved previously?
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Common reporting problems

Unresolved problems kill KPIs and reports

Once your system is up and running, you are a long way from
being able to leave it. To do so at this stage is likely to be fatal.
Problems will spring up that you were not expecting. Sometimes
they were always there, sometimes they are introduced.
Management control systems are not static things. People are
constantly tinkering with them (and rightly so), so there are
always new problems being introduced.

Here are some of the most common ones that | see in the

workplace:

Late delivery

Embarrassing content

Discredited content

Excessive effort

Major unexpected operational crises
Poor readability

Long, complex or jargon-littered reports

Let’s have a quick look the issues and how you deal with them.
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Handle late delivery of output

This is one of the most common issues | see with reports. Not
only does it leave key decision-makers without information they
need to make informed decisions, it also undermines confidence
in the management information production process.

When delivery is late:
1 Arethe reasons for the late delivery investigated and

reported back to the internal customer as soon as
possible?

L

Can you take corrective action to avoid the delay in future?

d If the issues are repeated, are they highlighting an
underlying process weakness which you need to address?

d Is there an appropriate forum to examine report
production performance, and is it reviewed in that forum?

If there seems to be a systemic issue, think about using the cycle
time reduction techniques (see page 101.)

Manage embarrassing content

Are you asking a fox to guard the henhouse? Are you asking
someone to incriminate themselves with data? It takes a
strong individual to sign up to that. It may be worth reallocating
responsibility for that particular part of the report to someone
with less invested in the output.

Omission of guilt

The most common form of ‘embarrassment censorship’ I've
seen is omission. A chart or table simply disappears. In a rapidly
changing reporting environment it is often the hardest form of
censorship to spot. This is why it is important to create, and
formally sign off, a definitive report structure. You also need to
put in governance requiring formal sign-off before changes can
be made.
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Deal with discredited content

This is definitely a situation in which prevention is better than
cure. If you end up in the unfortunate situation where a major
issue with the quality of data or reporting has been discovered,
here are the things you need to do to ensure that you recover the
situation:

QDo not ‘blagg’ or ‘bluff’ your way through explaining what
the issue may or may not be.

[

Investigate thoroughly the reasons behind the problem.

[

Be as honest as possible when reporting back.

(4 Ensure that any explanation is clear, contains the remedial
actions required and has a credible plan.

The only thing worse than content that has been discredited
once is content that has been discredited twice. If you are
fortunate enough to get the chance to put it right, make sure you
do it properly the second time. Allow enough time, resource and
support to fix it properly. Make sure you test any solution very
thoroughly before it gets to your internal customer.

Excessive production effort

If it's massively tedious or effort-intensive to create a measure
or report, it will often die as soon as that particular burning need
has passed. To avoid this, you need to pre-empt any complaint
and start to think about semi (or complete] automation wherever
possible.

Reduce production effort

(1 Have you mapped the process?

1 Arethere redundant steps in the process?
1  Arethere other steps that can be combined?
a

Is there excessive manual activity, such as copy and paste
in Excel, that can be automated or designed out?
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d Has the process been examined to see whether any
redundant or excessive information is being collected and
analysed? If so, can it be eliminated?

L

Are there any other options to simplify the process?

(1 Does the resource have the appropriate seniority for the
task involved? For instance, tying up middle managers
with tasks that are essentially admin work.

Major unexpected operational crises

Major issues such as product recalls, mergers and natural
disasters can wreak havoc with any ‘discretionary’ activities
within an organisation. In one of my clients, senior management
stopped having steering meetings for one of the major brands
(that represented 25% of their accounts) during a difficult and
torrid merger. Unsurprisingly, that particular product went into
an almost instantaneous coma the moment those meetings
stopped. Four years later, they had still not resumed those
steering meetings!

If reporting KPIs is put ‘on ice’ because of exceptional events,
you need to make sure:

O The reason for it being put ‘onice’ is clearly articulated.

O There is intent to revive that measure/report at a future
date.

[

That future date is agreed.

(4 Thereis a forum for raising any breach of this
commitment with stakeholders at the appropriate level.
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Report readability

It is important to present your report or dashboard clearly.
Consider whether you would be happy to read it. Some things to
consider are:

(4 No font size below 8 point. Commentary and body text at
a minimum of 10 point. And take note - | have had some
senior clients who are partially-sighted, so flex to the
situation.

O  No red to green differentiation (this causes difficulties for
those with red-green colour blindness, e.g. traffic light
indicators).

d  No strongly-coloured text on strongly-coloured
background.

(]

No overlapping data sets on charts.
(3  No double Y axis charts.
Q  No mixed chart types (e.g. bar with line).

For a full method for improving readability refer back to ‘Review
existing reports and dashboards - The Brilliant Dashboards
Checklist’ on page 78.

Report length, complexity and jargon
There is no single golden rule here, but these questions should
help decide the appropriateness of the data you're providing:

d How long would it take to read your complete document
properly?

O How much of the data is there ‘just in case’?

[

What justification do you have for the just-in-case data?

(4 Arejargon terms and acronyms defined anywhere in the
document?

(4 Could an intelligent but non-specialist reader make sense
of the report without additional input?
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If there is a lot of just-in-case data, this can be a symptom of a
report that services a poorly focused meeting. It may be worth
reviewing whether there is a clear Terms of Reference for the
meeting. See The basics for a meeting’s Terms of Reference’ on
page 69 for how to do this.

Use your eyes to find out what people really think about
their new reports

One of the most interesting exercises is to watch how your
target audience use their new reports in meetings (or whatever
the target event is for their use). You should gain access to the
relevant meeting, position yourself so you can easily observe
what is happening but don't let people know what you are
observing.

Questions to ask yourself are:

Find out what people really think of the new reports

How often do they look at the documents?

Do they appear to have read them in advance?

Which bits do they look at?

Which bits do they refer to?

Which bits are annotated or were written on previously?
Are there any sections that seem to provoke most debate?

Are there any parts that are ignored by everyone?

U0 oo o ddd

Are there any comments about the quality of the data or
presentation that you should take on board?
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KPIs and the improvement cycle

One of my favourite and most overused phrases is You don't
fatten a pig by weighing it." It is good to remember that however
important KPls seem, they are only one part of the management
process. They fit in as part of what is called the improvement
cycle.

One version of the improvement cycle you will almost certainly
come across is PDCA, as described by Dr. W. Edwards Deming.
This stands for ‘plan’, ‘do’, ‘check’” and ‘act’. This version of the
improvement cycle is more aimed towards problem-solving as
opposed to ‘business as usual’.

KPIs are very much in the ‘check’ step of the improvement cycle.

The key thing about any kind of improvement cycle is that the
overall effectiveness of the cycle is limited by the weakest
elementin that cycle. It doesn’'t matter if you have perfect KPls; if
you don’t act on them they are worthless. Setting up an effective
management control system is another book in its own right but
here are some checks that should help you identify if you have
any problems:

Improvement cycle step 1 - Plan

Lay out the expectations, objectives and steps necessary to
achieve the targets or goals.

PDCA Plan

(d Thereis a clear strategy or set of strategic objectives you
are working towards.

(W

You can clearly explain what success looks like.

d The stakeholders have been clearly identified and
documented, ideally using something like a RACI matrix.

( Stakeholders are aware that they are stakeholders.



Checklist

(]

Step 7 - Go live - Deal with problems

On a day-to-day level, you are clear what you are trying to
achieve.

There is a timescale associated with what you are trying to
achieve.

Clear ownership has been assigned to objectives.

Correct resources have been allocated to achieve
objectives.

You have documented what you are trying to achieve.
Baseline KPls measures have:

e Measure definition

e Frequency

e Owner

Improvement cycle step 2 - Do

Deliver on the plan or execute the process to create a product
or service. Gather data along the way that feeds the ‘check’ and
‘act’ steps of this loop.

PDCA Do

a
a
a

Make sure an execution plan for the project is in place.
Use and review the project plan on a regular basis.

Check that the required resources are available and
budgeted.

Make sure the appropriate tools are available to achieve
the task.

Make sure that any planned stakeholder time is made
available as agreed.

Ensure that delivery team(s) are actually meeting with
each other at the required frequency.

Check that actions are being recorded and managed
through an action log.
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Improvement cycle step 3 - Check

Analyse the actual results compared with the objectives in the
‘plan’ step. You are looking for shortfalls or problems here. This
step typically involves formal analysis of the data.

PDCA Check

@ d  Arethere at least 10 to 30 representative data points

2
Checklist recorded for measurement?

[ Is the data summarised in a meaningful way?
4 Is the data presented with all the required features and
information but no additional visual clutter?

(4 Are data tables required and present?

(4 Has appropriate, relevant and rational commentary been
added?

(d Has the analysis been shared with the key stakeholders
identified in the ‘plan’ step?

(d Is the output of the analysis shared in good time to allow
stakeholders to prepare for reviews, ask questions and
form sensible judgements?

(d Are the mechanisms by which real-world events are
driving the KPI understood?

If the answer to that last question is ‘'no’ then it may be time to
employ a structured problem-solving tool such as P-M analysis.
See the entry for ‘P-M Analysis’ by Shirose, Kaneda and Kimura
in the Bibliography for more on this.
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Improvement cycle step 4 - Act

This step is about putting things right to bring the real-world
activity back on track or in line with the goals stated in the Plan
step.

PDCA Act

(1  Are all stakeholders in agreement on the importance of
action?

d Has dissent and disagreement been discussed and
resolved?

[

Are adequate resources in place to act?

(4 Has necessary process downtime been agreed with
process owners?

[

Are resources available for fixing the issues?

L

Is budget available (if required)?

(d Have notes on changes and fixes been made and shared
for future reference?

The secret to making the improvement cycle work well

Improvement cycles are never a single-pass loop. They need
multiple passes before they start working properly. Awareness
of the way in which the steps join together helps you develop a
process ‘conscience’ - an awareness that enables you to spot
problems with the loop and fix them. It's a case of applying PDCA
to itself.
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Assuming that you are not the management information
team, business intelligence team or reporting team within
your organisation then you will probably need to do some kind
of handover once the KPIs have been set up and are running
properly. If you followed the earlier checklists you should have
most of what you need already prepared. Here’s a final checklist
to make sure you have the important things covered:

Handover to ‘business as usual’ teams

a

Full definition of each KPI - documented on paper and/or
in a database.

Process mapl(s) showing the production process for each
measure or KPI.

User guides for the individuals producing each measure or
KPI.

A sensible SLA document, written for human beings,
covering agreed service levels with the rationale behind
those levels. If this document is complex, then you will
need a summary document for quick and easy reference.

Templates, spreadsheets etc. for producing output reports
and dashboards.

An action log showing what has happened and anything
that is still outstanding.

Make sure that every action has a ‘who’, ‘'when’, ‘how’ and
‘what’ associated with it.

A list, with contact details, of each key person involved in
the production of these documents.

Book a follow-up session to make sure the handover has
gone smoothly.
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If you have made it through the entire KPI development journey
and are still reading, first of all ‘Well done’. There are countless
ways to be thwarted or hijacked along the way. Corporate
attention can wander like that of sleep-deprived toddler. IT
departments have a brilliant ability to make everything so slow
and expensive that people just give up and KPIs can become
so complex that they get ignored. Once your KPI system is up
and running it is tempting to think your work is done. It is not.
Even successful measurement systems can be derailed and
undermined for a wide variety of reasons.

Typical issues with established KPI systems

It can be helpful to look at the things that derail established KPI
projects then ‘flip’ them around to see what we should be doing
to avoid those problems.

Here are some of the most serious common issues that kill
established management reporting systems:

¢ Rapid change of strategy - KPIs that were once seen as
key are no longer regarded as relevant. This happens
when measurement systems are not reviewed in parallel
with strategy changes.

¢ Unexpected disasters or events - people become
distracted by a pressing business emergency and never
get back into the routine of gathering and analysing data.

¢ Loss of the senior sponsor - a system kept alive by the
will and interest of a senior sponsor rapidly collapses in
their absence.

* ‘Flat earthers’ - some people just don’t believe in
management based on data. ‘To be honest | believe in
gut instinct, rather than measurement’ to quote one
real-life example | stumbled across.

¢ Loss of key specialists - It may be the ‘'spreadsheet
ninja’ that put together a report or a business analyst
who had knowledge of SAP. There are certain skills in
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most KPI collection systems that are specialist and key
to the functioning of the system.

e Mistrust of output - As soon as you hear comments like
‘That measure is based on dubious data’ you should be
seriously worried. If unaddressed, lack of trust will very
rapidly render reports and dashboards worthless.

e Entropy - The non-technical definition of entropy is
‘A gradual slide into disorder’. Systems need regular
care and attention to work properly. KPI systems, if
neglected, will fall into disrepair.

How you can pre-empt your specific issues

| have put together the list above based on my own experience.
The process of working out what can go wrong, then flipping it
to give us positive actions, is called ‘reverse brainstorming’. |
find it works because most groups are much more comfortable
thinking in practical terms about what goes wrong, rather than
what should go right.

Reverse brainstorming

An approach that works well is to run a ‘reverse brainstorming’
session with the key stakeholders. Get them to identify the
likely issues and remedies. Not only are they likely to come
up with a much longer and more comprehensive list, they will
automatically be ‘bought-in’ in a way that they would not if you
just lectured them on the issues.

Taking these negatives we can create a set of commitments and
behaviours to counter the risk. Taking my examples above:

e Ensure that every strategy review includes a formal
KPI review. Doing this makes sure that the measures
are still guiding the business in the direction we want to
go.

¢ Seta ‘wake up’ date for dormant measures and
meetings. [t may not be realistic to keep every KPI

159



Step 7 - Go live - Sustain

160

running during a complex and traumatic corporate
event, such as a merger, but you can commit to a date
in the future to review and potentially revive those
measures.

Spread senior ownership - Make ‘flat earth’ belief
systems culturally unacceptable. In the same way that
it is unacceptable to ignore health and safety principles,
it should also become unacceptable to be proud of
management by ‘gut instinct’. This culture needs to be
championed, and demonstrated, by the majority of the
senior stakeholders.

Identify single-person dependencies in KPI production.
Tools such as the Skills Matrix exist to identify single-
person dependencies. Spotting and acting on those risks
early helps avoid crisis skills issues.

Have a SLA and process for dealing with accuracy
issues. Having a clearly defined process, with agreed
service levels, for putting problems right will help
sustain confidence in the management information
system.

Allocate resource to maintenance - Management
systems don’t keep running on their own. It is crucial

to have an engaged and knowledgeable team member
looking after the system after the initial setup. This may
not be a full time role, but it is important that they have
accountability and are responsible for regular updates
on system health and identified issues.
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I don’t like woolly stuff but....

As you have probably worked out, | don’t like woolly metaphysical
descriptions, | like tangible specific actions. That's the reason |
wrote this book as a series of specific checklists with some fluffin
between. Having said that, part of successful KPl implementation
is having the right mindset. If you have experience with Lean or
Six Sigma you will know what | mean. Simply applying tools and
checklists will get you some of the way, but after that you need
to pay regular, focused, attention to what it is you are trying to
achieve. You also need to have a set of principles in the back
of your mind. In Lean it is about relentless simplification and
reduction of waste.

As a final thought, when it comes to the development of KPIs
and reporting systems you can summarise the ideal mindset as:

e Persistent constructive scepticism.

A bias towards simplicity.

Desire for structure and order.

Constant mindfulness of organisational objectives.

Always remembering that your end customer is a human
being.

| hope you found this book useful. Good luck with your future KPI
endeavours!
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Want to go further?

KPI ACADEMY

LIVE, SELF-PACED AND COHORT COURSES
EXCLUSIVE MATERIALS AND METHODS
CERTIFICATION

COACHING

ONLINE KPI TRAINING & CERTIFICATION https://kpi.academy

INNOVATIVE METHODS AND TECHNIQUES
FREE MATERIALS
ADVICE
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Use meetings for decision-making

Meetings are key engines in all organisations. KPIs and reports
are the fuel for those engines. They provide the questions,
supporting details and sometimes the explanations. They show
whether or not previous meetings have been productive and
successful. How you use information in meetings is absolutely
central to the improvement cycle.

Meeting behaviour

Particularly where there has been a lack of good quality data
in the past, it can take quite a bit of time and effort to change
meeting behaviour. Some signs of poor, data-free, meeting
behaviour include:

e Frequent shouting.
e The most senior opinion in the room wins.

e Over analysis of problems in the meeting but without
evidence or data.

e Failure to agree meaningful and practical actions. Lack
of documented actions.

e Regular and serious over-runs of allotted time.

e Senior stakeholders deliberately dodging attending the
meeting.

You should have already developed a meeting’'s Terms of
Reference, but if you haven't, refer back to page 67 for the
relevant discussion and checklists.

Changing this behaviour will require a sustained and concerted
effort. Very often, in good old-fashioned primate style, the
room will take all its cues from the most senior person. This is
probably the person you need to spend most of your time and
effort on.

The Chair plays a key role in keeping the meeting on track.
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Rotating Chairs (changing people, not seats that spin round on
the spot) are all ‘fine and dandy’ in theory, but they can really
undermine any attempt to change behaviour. You may decide to
become a fascist dictatorship, with a static Chair, at least for
a few meetings until behaviours have started to change for the
better.

Here are some of the things the Chair must do:

Chairing meetings
(d Challenge meeting attendees who are not prepared and
have not looked at the data.

Make sure the data is used at the relevant point in each
meeting.

1 Intercept any fruitless arguments with an action to gather
the relevant information and data for informed discussion
in the next session (if that allows enough time to gather
the right information).

L

Keep the meeting to schedule.

0  Use techniques such as ‘the lightning round’ (see below] to
stop known ‘ramblers’ from dominating the meeting with
long and pointless monologues.

If meetings regularly run over you need to consider whether
they are all badly run or whether the time slot is long enough to
discuss everything that needs to be covered.

Do the reports make sense?

| have often beenin the situation where reports are impenetrable
and difficult to read. | used to think it was just me being stupid
but discovered, through experience, that the ‘insiders’ in an
organisation often feel the same, but are afraid to admit it. Here’'s
a quick way of analysing the situation using five questions.
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Are your reports understandable?
(d Does the report makes sense to you?

(4 Have you asked the internal customers whether the report
makes sense to them?

(4 Has the report or dashboard been tested on an intelligent
but non-specialist layperson?

(4 Have you specifically asked the internal customers how
the clarity of the report could be improved?

(4 Does the report or dashboard require specialist briefing?
If so, how does someone who has not had that briefing
access it easily?

Keep stakeholders ‘on-side’

No-one likes to be cornered, especially in front of their boss.
Think very carefully about how information can be shared in a
way that gives everyone the opportunity to ‘do the right thing” and
prepare properly for the meeting rather than being broadsided
by unexpected and unwelcome results.

The meeting lightning round

This is a technique used in meetings when individuals required
to give an update are prone to rambling on for far too long.
Very simply, you give a fixed interval to each of the contributors
in which they must give their update. Typically this will be 60
seconds. Doesn’t sound like much time but, with prior thought
and preparation, it's surprising how much useful information
can be packed into a short period. The key phrases here are
prior thought and preparation. These behaviours are exactly
what the lightning round is intended to promote. It should help
avoid ‘winging it" and highlight when people are doing so.
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Assess meeting relevancy

Two of the most common criticisms of meetings are that they
are long and tedious. The root cause of this may well be that
the meeting scope is poorly defined and that many of the points
in the meeting are not relevant to most of the people in that
meeting.

If you have a suspicion that your meeting may be too broad and
too long, | suggest that you create a relevancy matrix. This
consists of the attendees on one axis and the main topics of
discussion on the other. You then add a status icon [(smileys in
the example below) next to each name and topic, where the topic
is relevant to that individual. Here's a very simple version, to give
you a flavour:

Attendee
. Head of Head of Head of Head of Head of
Topic CEO - Head of IT -
P Risk NPD Finance Sales Legal
D . an an) s
\ / \ \ .
Financial = = = -
performance Relevant Some Some Some Relevant Relevant Not relevant
Relevance Relevance Relevance
Qan an) (o) s s an n
\v’ \v ‘\T y Ll \ 7‘7 \ / ~V'
Complaints
Relevant Relevant Some Not relevant | Not relevant Relevant Relevant
Relevance
‘.'a Qn et fe G v.'s
5 {® \ 4 A
Health and = - =
safety Relevant Relevant Not relevant Some Not relevant | Not relevant Relevant
Relevance
aw a0 = an 6% s an
Legal
Relevant Relevant Not relevant Relevant Not relevant | Not relevant Relevant
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If you decide to fix a relevancy problem, you have a couple of
options:

e Section the meeting, so that certain people are brought
in for certain relevant sections but not all of it.

e Spin off various elements of the current meeting into
separate meetings.

You can download a free meeting relevancy matrix template
from here: http://betterkpis.info

Debate in meetings

Debate is good but too much debate is deadly. There is a fine line
to be trodden between good healthy discussion and paralysing
indecision. Unfortunately there is no clear-cut rule here; it
comes down to the skill of the Chair. This is another reason to
find a good Chair and stick with them rather than rotating on a
meeting-by-meeting basis.

Do all the meeting participants really understand what is
being discussed?

This is a topic | rarely hear being discussed but is a real issue
in many organisations. At some point in the organisational
hierarchy it becomes unacceptable to admit that you do not
understand something. There are sometimes legitimate reasons
for not understanding what is presented - for instance, it may
be complete and utter cobblers. Unfortunately, hierarchical
deference means that unintelligible or incomprehensible data
can be presented and accepted without meaningful challenge,
in the style of the ‘'emperor’s new clothes’.
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Meeting rules

I'm no meeting fascist. | realise that meetings are not just
about decision-making, they are also social (sharp intake of
breath). Rules can help keep things on track, especially if they
are formulated and agreed by the participants. Here are some
typical rules that you may, or may not, want to stick to.

Example meeting rules checklist

U0 oo ddd

a

Agenda and data issued x days (hours) before the meeting.
Expectation of ‘arrive on time or don’t come’.

Listen to every contribution.

One person speaks at a time.

Phones and computers off.

Take problem solving outside the meeting.

Actions and minutes issued within two hours of meeting
end.

Review previous actions.

It's worth reiterating that most meeting behaviour isn't
determined by the written rules but by the competence and
behaviour of the Chair - so choose that person very carefully.



Appendix - More on meetings

Ad hoc reporting requests

One of the big challenges | have seen repeatedly is a steady
stream of ad hoc requests that come into Management
Information/KPI teams that | have worked with. The requests
are usually to support meetings, driven by pressing business
needs and requested by very senior people, so just saying 'no’
isn’t on the cards.

Here are some steps that can help put some structure to
the discussion if these requests are seriously impairing
departmental ‘business as usual’.

Understand ad hoc report requests and their impact
(d How many ad hoc requests are you dealing with?
d  How much resource are these ad hoc requests taking up?
1  What scheduled work is suffering as a result?
O

Do the ad hoc requests show weaknesses in the current
‘standard’ report production schedule?

(]

Should the ad hoc work become a regular output?

(W

What scope is there to provide self-service tools for these
requests?
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Capture meeting actions

This is not strictly KPI-related, but it is important. Managing
actions effectively is absolutely crucial. If your meeting does not
generate well-defined actions then you should question whether
it is adding any value.

Meeting actions checklist

Is there an agreed person/method for recording actions?
Is the action description clearly captured?

Is the reason for the action captured?

Is the action assigned to a specific person?

Is there a timescale assigned to the action?

o oo dd

Are previous actions formally reviewed and updated?
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Much of the presentation style | use, both in this book and in the
dashboards and reports | design, has been strongly influenced
by the following books:

How to Make an IMPACT: Influence, Inform and Impress with
Your Reports, Presentations and Business Documents

Financial Times Series

Author Jon Moon

Publisher  Financial Times/ Prentice Hall
ISBN 0273713329, 9780273713326

Jon Moon’s book is a highly readable and practical book on
how to present text, tables and diagrams. An absolute must if
you want to free yourself from the tyranny of bullet points and
template-sameness.

Information Dashboard Design: The Effective Visual
Communication of Data

O'Reilly Series

Safari Books Online

Author Stephen Few

Publisher  O’Reilly Media Incorporated

ISBN 0596100167, 9780596100162

Many of the ideas | use in my ‘BlinkReporting” approach come
from Stephen Few’s book. It's more of a source book than a
bedtime read, butitis averyuseful source of ideas and examples.

The Visual Display of Quantitative Information

Author Edward R. Tufte
Publisher  Graphics Press USA
ISBN 0961392142, 9780961392147

This is a classic from the father of Sparklines. If I'm honest, it's
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the book | read least as it has a fairly dense academic feel to
it. However, you cannot fault Tufte's ideas or influence. Worth
owning just for the fabulous quality of the physical book!

The Checklist Manifesto: How to Get Things Right

Author Atul Gawande
Publisher  Profile Books
ISBN 1846683149, 9781846683145

This is probably the most ‘un-put-downable’ of the books on
this list. It is a very compelling argument in favour of using
checklists in most complex professional environments (yes, Ml
department, I'm looking at you!)

HBR’s 10 Must Reads On Strategy

Author Harvard Business Review
Publisher  Harvard Business School Press
ISBN 9781422157985, 1422157989

This is a clear, simple and really well-written set of articles on
the fundamentals of strategy. A classic (and readable) text.

P-M Analysis

Authors Kunio Shirose, Mitsugu Kaneda, Yoshifumi Kimura
Publisher  Productivity Press, 2004

ISBN 1563273128, 9781563273124

P-M analysis is a very obscure TPM (Total Productive
Maintenance) methodology for solving very complex problems.
It deserves to be much better known as it is peerless for very
tough process-based problems. I've used it for nearly 20 years
and find it onerous but indispensable in the right situation.



Articles

When the Fortress Went Down

By Phillip S. Meilinger
http://www.airforcemag.com/MagazineArchive/
Pages/2004/0ctober%202004/1004fortress.aspx

Atul Gawande talked about the history of checklists in ‘The
Checklist Manifesto’. | went back to this web article he
referenced and used many of the details from it to write
my introduction for this book.
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