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Overview

Why measur e perfor mance?

Performance measuresin the productivity
management cycle

Perfor mance measur e types

Establishing performance measures

Using perfor mance measur es

Applying standardswith perfor mance measures
Evaluating performance measures
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Why M easur e?

|f you don’t (or can’t) measure:

*

How do you know you and/or your
subordinates are providing value?

How can you feel good about the service you
are providing customer s?

How can you feel good about your own
nerformance?

How effectively can you compete for scarce
I esour ces?
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59 What Performance Measures Can
7N Do

¢ Establish a baseline for measuring change and
supporting benchmarking

¢ Egstablish productivity goalslinked to
organizational plansand track goal
achievement

¢ Createincentives- provide basisfor evaluating
performance

¢ |dentify improvement opportunities
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Per formance M easur e Categories

Process Output  OQutcome
Measures Measures Measures Measures

Yt

Program

Process

A \
Process
Process ’ <
B
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|nformation Provided by
Performance M easures

Process Output Outcome
Measures Measures Measures Measures

- > Are we
Do our outputs achieving
me_et customer the right
requirements? rze|fie
«$s e Cycletime » Hour s of operation e Complaints
* Manpower e Throughput «Workload (# actions) < Recidivism
 Input quality Error rates ¢ Unit Cost * Awards
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|nformation Provided by
Performance M easures

Process Output Outcome
Measures Measures Measures Measures

Financial M easur es

Productivity Measures

Are we
Do our OUtpUtS achieving
meet customer the right
requirements? results?

Efficiency M easures

Effectiveness M easur es >
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Per spective Matters

Organizational level drivesthe information you
need, how you obtain it, and how you use it

Input Process Output Outcome
Measures Measures Measures Measures

N AN

Program Sponsors Legislators
rogram Managers Executives
Commanders Taxpayers
Consumers Commanders
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Getting Started

Productivity Management Cycle

Organization’s

Mission
* LEADER
Organization DIRECTION
Strategic
Plan

v

Provide
L eader Directio

ASSESSMENT

Recommend Agreeon Essentia
Cost & Performance Elements of

I mprovements AN Informagion
f (Feedback) }

- . Develop
Periodic Evaluation -

of Productivity Execution

F

Communicate

Execute Facti
Plan ' Objectives

PLANNING

EXECUTION
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Getting Started

¢ [ eader direction

» ldentify critical performance areas
— Assigned missions
— Command emphasis and strategy
— Customers and stakeholders requirements
— Higher headquarters requests

» ldentify essential infor mation wanted/needed to
support decisonmaking and critical success
factors

» |dentify known perfor mance goals

+ Egtablish agreement on performance measures
to meet essential information requirements and
measur e critical success factors
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| dentifying Appropriate
Perfor mance M easur es

TE

ajor Considerations:

¢+ What organizational levelswill be supported?
» Top organizational and external needs already identified

> ldentify the lowest organizational level targeted by cost
management model

Remember: Perspective matters

¢+ What processeswill be measured?

» ldentify the processesto be measured at each organizational
level

» Measure actual production versus supporting activities

¢+ What information can/will managers use?

» ldentify theindicator ssfmeasuresto support the lowest level
processes and work up to the leader’s requirements

+ What will it cost to collect and maintain the
Slide 11 Infor mation?
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A Classificati

Financial

Nonfinancial \
Historm\

on Schemefor

| nformation

-

Pro ected\

/nter nal

Adapted from: Lawrence A. Gordon, Managerial Accounting Concepts and Empirical Evidence, 5th ed., McGraw-Hill Companies, Inc. p 7.
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Families of I ndicator M easur es

¢ For each process, establish a family of
Indicator s/ measur es.

» Cycletime

» Productivity

» Quality/accuracy
» Cost

» Timeliness

¢ Disciplinethe number of measuresto
minimum essential

+ Select measuresthat arenot closely correlated
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Families of I ndicator M easur es

End to End Process

Process » Obtain » Perform ‘
Request Material Work
CycleTime CycleTime CycleTime
$/Requests Processed $/Purchase $/Unit work
Frequency of errors Frequency of return items Frequency of call backs
% processed on time % deliverieson time % serviceson time
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Nesting M easuresto Support
Different Organizational Levels

The Leader should be viewing end-to-end
Pr ocesses

+ |Lower level manager s supervise sub-processes

¢+ Nest similar lower level measurestoroll-up to
the higher level measures

Cycle
timeto fill
~ request

Cycle| Cycle | Cyd

timeto| timeto [timeto
proc obtain [perform
request| material | work
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Develop Plan

¢ |dentify sources of data and infor mation:

» Use existing systems (preferably
automated), if possible

» Establish responsibility for collection

» Determine frequency of collection and
distribution

> Edtablish the method of collection and
transmission

» |dentify the user’s of the information and
the means of distribution

» Above can be organized into atable(s)

Perf Measures 19 September 2000

Slide 17



How Often?

“Measuring performance once a year
IS like dieting on your birthday and
not knowing why you cannot lose
weight.”
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How Often?

The collection cycle for a measur e should
be approximately twice as often asyour
decision cyclethat usesthe measure

¢ DoD financial cycleis monthly
¢+ Review and analysiscyclesare quarterly
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Getting Started

Productivity Management Cycle
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¢ Collect data
¢ Transform data

¢ Establish baseline for measurement (first
time)

+ Display and distribute information
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Displaying I nfor mation

Communication isimportant!

+ Usesmplegraphical displaystargeted at
intended user

+ Usestandard displayswith consistent use of
color and other features

2 Ala [l
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ASSESSMENT
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Assess the Performance M easur es

¢ Usersevaluatethe effectiveness of the
perfor mance measur es used

» Establish a scaleto rate perfor mance measures
(R-A-G, 1-5, 1-10, etc.)

» |dentify evaluation factorsfor measures

Support goals?

| dentify productivity improvements?

Judge performance?

M easur e progr ess?

Useful in day-to-day management? Acrossdivisions?
» Plan, control, monitor, diagnose?

Provideright incentives?

Encourage future organization health?

Availablein timely manner?

+ Develop recommended changesto measures
¢ Report to Leader
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Management Decision & Choice

Don’t Stumbleinto Change:

Will Lead
Change
TO inthe
Perfor mance M easur es Operating Environment
SR S

Make a Conscious Decision

A
M anagement
Choice and Decision

Slide 25

Perf Measures 19 September 2000



Slide 26

Getting Started

Productivity Management Cycle

Organization’s

Mission
* LEADER
Organization DIRECTION
Strategic

Plan

v

ASSESSMENT

Provide
L eader Directio

Recommend Agreeon Essentia
Cost & Performance Elements of

I mprovements AN Informagion
f (Feedback) }

- . Develop
Periodic Evaluation -

of Productivity Execution

F

Communicate

Execute F ot
Plan ' Objectives

PLANNING

EXECUTION

Perf Measures 19 September 2000



Developing M easur es
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&Y Metric, Measure, & Performance
| ndicator

Thesethreetermsare often used

Inter changeably at present. Thosewho
distinguish among them say that “metric’ Is
the unit of measure, “measure’ meansa
specific observation characterizing
performance, and “ performance indicator” Is
a specifically defined variable.

Metric = Yards
Measure ==p 9yards
Indicator == 10 yardsfor 1st Down
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Standard

Thearbitrary rating scale placed over the performance
Indicator measurement scale to evaluate how well
something isdone

Can move -- does not depend on scale

Examples

>
>
>

YV VY

Over 98% of soldiersqualified to do “x”
91-97% of soldiersqualified to do “x”
L essthan 90% of soldiersqualified to do “x”

Excellent -- Lessthan 15 minutes of down time per year
Acceptable -- 15 to 30 minutes of down time per year
Unacceptable -- Morethan 30 minutes of down time per year
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Measuring Key Activities

¢+ How do we know we havetheright key
activities?

+ Arewe measuring theright things about those
key activities?

* Arethemetrics, measures, and performance
Indicators appropriateto the activity being
performed?

+ Arethestandard ranges placed over the
performance indicator s meaningful to
leader ship -- organization, MACOM, HQDA?
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Activity Based Costing
+ Perfor mance M easur ement
+ Management Actions

= ABM
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