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Introduction

@ Instructor — Art Van Bodegraven

®Themes:

e Metrics
Who Measures
Use & Abuse
Cosmic Metrics
What Gets Measured

» Performance Management
The Metrics/Performance Link
Achieving High-Level Performance
“Efficiency Experts”
Communications, Visibility, & Action

Copyright 2007 by Art Van Bodegraven & Kenneth B. A ckerman
-2



What Others Say

@ “Statistics are no substitute for judgment.” — Henry Clay

@ “Data informs experience; experience interprets dat a. Without
data, experience is short-sighted; without experien ce, data is
dangerous.” — Whitney Massengill

® “High achievement always takes place in the framewo  rk of high
expectation.” — Jack Kinder

@ “ ... When you cannot express it in numbers, your knowledge is
of a meager and unsatisfactory kind . . .”—  William Thompson, Lord
Kelvin
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Setting The Stage

® Metrics vs. measurement
® Kate Vitasek — the new guru

® Winning, losing, and staying
In the game

“If you can’t measure it, you can’t manage it.”
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Who Measures?

® Winners

® Dominators

® Losers (Say What!)

® Deming cycle adherents

® Qutcomes
» 29% shorter order cycles

» 45% shorter delivery lead
times

* 9% higher on-time delivery
* 8% higher perfect orders

» 31% lower warehousing
costs

“If you can’t measure it, you can’t manage it.”
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Use & Abuse

® Program du jour
® Sporadic measurement
® Measuring everything?

® The critical few — Pareto In
action

® What do you do with them?
® Visibility

® Quantitative AND
gualitative

® Link with pay?
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Making Them Real

® Publication
® Communication
@ Pictorials

@ Time/impact relevance
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Cosmic Measures

® Cash-to-cash cycle

® Supply chain cost (% of
sales)

® Perfect order

® Economic Value Added
(EVA)

® Customer satisfaction

® Then comes granular
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Real World Stuff

® On-time delivery
® Quality of goods/services

® Service capability &
performance

® Price competitiveness

® Contract terms compliance
® Response

® Lead time

Aberdeen Group — Half of
shippers use supplier metrics;

® Environmental, health, safety What that half measures
performance

® Technical capability

® |nnovation
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What People Actually Do Measure

® On-time shipment percentage

® On-time delivery percentage

® QOvertime/paid hours percentage

@ On-time receipts percentage

@ Shipped-complete order percentage

@ Order cycle (placement-shipment) time

@ Fill rate (lines and orders)
@ Inventory accuracy (count)
® Units handled/hour

® Order picking accuracy Descending sequence; research
® Percent of storage capacity used by Vitasek & Manrodt)
@ Finished goods inventory on-hand (days)

® \Workforce turnover (annualized(
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The Point IS?

® Benchmarking?
® Targets
® From “was” to “will be”

® Windows into failure

“Not everything that counts can be counted,
and not everything that can be counted counts.”
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What Others Say

® “Motivation will almost always beat mere talent.” —
Norman R. Augustine

® “Never be satisfied with what you achieve, becausei t
pales in comparison with what you are capable of do Ing
In the future.” — Rabbi Nochem Kaplan

® “| feel that the greatest reward for doing is the
opportunity to do more.” —  Jonas Salk

® “Productive work Is the central purpose of a rationa I
man’s life.” — Ayn Rand
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Setting The Stage

® You can — and should — do it all
Strategizing

Planning

Benchmarking

Measuring

o Adopting best practices

e Reporting

® How do you get working associates to do their part?

“We pretend to work; they pretend to pay us.”
- East German workers’ mantra, pre-1989
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From Numbers To Action

® \What metrics are versus how
they are used

® Step One = visibility; Step Two
= targets

® The Puritan work ethic &
universality

® Failure to act > disinterest,
disconnect, disappointment >
erosion & collapse

Too many accountants think numbers = actionable int elligence
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Positive Cause & Effect

® Specifics of metric (e.g., quality,
output) less important than

consistent:
* Visibility Q 3; y

* Recognition

@ Group recognition vital
* Not necessarily expensive
(pizza, field trips, privileged
parking, cash or merchandise

bonus) —
« Don'’t dilute by overdoing Eﬁ
* Visibility & consistency jﬁa/
® Team building & team
competition

It's not about bribery, it's

about recognition!
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Individual Rewards

® One-to-one competition can be
destructive; demands careful
management

® Distressing techno-geek
tendency to try to link
performance standards/systems
& reporting to
compensation/bonuses — wrong,
and wrong-headed

® Temptation to use individual ' N
performance for disciplinary \ N\
purposes — even wronger! Nose?

® Smacks of the bad old days of

stop watches & efficiency experts What about the bad new

days of piece work and
sweat shops?
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Efficiency Experts

O

® |llegitimate descendants of Frederick Taylor and
“scientific management”

® “Industrial engineers” practicing without a license

® Generally unschooled in any industry or functional Q)
specialty

® Often teams assigned to find and report “savings”

(headcount), whether quality & service were in jeop ardy Short interval
or not scheduling,
® Techniques focused on setting “standards” (whether reasonable
fair or not), constant reporting, and enormous pres  sureto €Xpectancies,
“make the numbers” Alexander

Proudfoot — all
UP words to make a
seasoned manager
® Typically very effective at first, and in a shamble s within incontinent
a year

® Supervisors who couldn’t get their people’s numbers
were in trouble
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“Do’s” In Performance Management

® Links with higher-level objectives & targets
® Equitable, achievable targets

® No “soft” no-sweat targets

® Targets within the control of workers to meet
® Systematic, methodology-derived standards

® Clear, simple, timely, frequent reporting

® Recognition

® Stretch targets

® Stage Il targets

® Management commitment to removing obstacles to meet Ing targets
® Involvement/roles of all management levels

® Training

®Communication, communication, communication (includ ing listening)
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® Remember Maslow:; relate
rewards to where the
workforce is in life

® Make rewards
commensurate with
achievement & contribution

® Make reward (and lack of
reward) a line management or
supervisory responsibility
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Self-actualization

Relevance Of Rewards

maorality,
creativity,
spontangity,
problem solving,
/' lack of pr!]:llrii:e. \

self-@steam,
confidence, achiewement,

Esteam respect of others, respact by others
/ friendship, family, sexual intimacy \
security of body, of employmnent, of resources,
safety of morality, of the family, of health, of property
Physiological
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The Purpose Of All This

® Highlight success
@ Learn from failure

® Learn from success — propagate best
practices

® Develop line management & supervision
® Forum for communication
® Process for problem solving

® The Deming cycle in action, with follow-
up & results tracking

® Oh, yeah — helping drive organizational
performance - sustainably

It's a long way from punishment &
reward, bonuses and discipline, hitting
the numbers and incentive pay — and

Infinitely more powerful
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Summing Up

® Corporate metrics operate at a whole ‘nother levelf  rom performance
standards — but they can — and should be - related

@ Exceptions:
* Minimum performance levels
o Minimum quality levels
* Employees with limitations

® Opportunities to correct job/career mismatches

® Amazing results when done right; potential for disa ster when done wrong

It's not magic, it just feels like it
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Questions?

®Thanks for your attention . . .
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