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Section 1: Understand Objectives

What is involved in this Step?

Objectives are expressions of some future desired end state you want to achieve. Objectives represent a response for meeting a challenge, such as new customer requirements, changes in technology, or declining resources. Objectives can exist at any organization level, from an organizational unit down to an employee level. Objectives at the organizational level tend to be strategic – cutting across numerous departments and functions. Strategic related objectives usually address major performance issues, such as improving customer service, reducing processing times, or developing new products. 

	Examples of Objectives

	Over the next two years, delivery times will decrease by 15% through more localized distribution centers.

	By the year 2008, customer turnover will decline by 30% through newly created customer service representatives and pro-active customer maintenance procedures. 

	Operating downtimes will get cut in half by cross training front line personnel and combining all four operating departments into one single service center. 


Objectives tend to compel some form of action – setting forth a challenge and future direction for the organization. Objectives also have certain characteristics:

· Specific and quantifiable in measurable terms

· Realistic and achievable at some future date

· Conveys responsibility and ownership

· Acceptable to those who must execute

The best approach for coming up with an objective is to work your way down from the highest strategic level (mission/vision/goals). Once you get down to a lower strategic level where execution takes place, then you can define your critical success factor (CSF) for the overall unit – department, division, organization, agency, etc. This grounds the objective, validates its importance, and puts focus on what matters. This is important since everyone ultimately contributes to overall strategic success, from the mailroom up to the boardroom. Therefore, objectives at lower levels should drive success at upper levels of the organization. Also, when you derive or define an objective by looking up (connecting / linking) to a higher goal, this helps galvanize or mobilize the entire organization around what’s important – less effort and high focus on strategic execution and performance. This overall alignment is a major watershed event in creating an enterprise wide performance management system. And the best way to get there is to start at the top (highest strategic level) and work your way down.  

Why is it Important?

You cannot get somewhere unless you define the destination point. Failing to establish an objective almost guarantees no improvement or movement with the current performance conditions. It also contributes to the inability to execute on a higher-level goal.  

Given the complexity of today’s global world and the escalating rate of change, no organization can sit still and accept the status quo. Therefore, it is imperative to adjust, change, and continuously seek out objectives that ensure organizational success for the future. This is a very dynamic process, requiring some form of assessment between the current conditions and the desired conditions. The gap between the current and desired end state is the basis for establishing an objective. This gap analysis is often expressed in the form of strategic goals, leading to the objectives. Regardless, you are trying to drive higher levels of performance in relation to where you are currently. Objectives give you the direction and guidance for how the organization must improve going forward.     

How to do it

Objectives are typically derived by going through some form of assessment – comparing your current level of performance against some desired level of performance. This performance gap is typically identified by going through an assessment of Strengths, Weaknesses, Opportunities, and Threats or SWOT. The “SWOT” approach is easy to understand and can be used to establish objectives at any level – agency, program, department, section or individual.    

Example of Strengths

· Stable customer base. 

· Good delivery channels for services. 

· Solid reputation. 

· Funding is adequate to meet basic demands. 

· Management is committed and confident. 

Example of Weaknesses
· Lack of innovation in transforming services. 

· Limited budget. 

· Delivery-staff need training. 

· Processes and systems are very fragmented 

· Management cover is insufficient. 

Example of Opportunities
· Could develop new services. 

· End-users want newer type services. 

· New specialist applications. 

· Support core business economies. 

· Could seek better supplier deals. 

Example of Threats
· Legislation could impact our funding. 

· Existing core business distribution risk. 

· Service demand is somewhat seasonal. 

· Retention of key staff critical. 

· Vulnerable to non-profits that offer same services. 

See SWOT Template attached

As you work your way down from the highest strategic level, objectives become more tasks oriented or tactical. Unlike strategic level objectives, which cut across a large part of the agency, tactical level objectives will be specific to a department or section or working team. These might be expressed in the form of a project plan since projects often drive execution of higher-level objectives. Here is an example of how it works:

Strategic Objective => Grow the leadership capabilities of the Organization
Initiative or Project to Drive Execution Strategic Objective => Leadership Development Program

Tactical Objective or Task - Leadership Development Program => Design an assessment survey template to measure leadership effectiveness.

In the above example, objectives associated with the project are specific tasks to be performed that should translate into meeting the higher-level strategic objective. The output of producing an assessment survey should help achieve the outcome of growing leadership capabilities. This can also get translated into individual goals for employee development – such as participation in the Leadership Development Program. Employee participation (outputs) in the Leadership Development Program should lead to the desired outcome of employee’s assuming more active leadership roles. 

Where possible, you should follow a top-down methodology – start at the highest strategic level and work your way down, aligning and connecting objectives from the abstract level (mission/vision) down to the execution level (action plans/tasks). This top down process binds all parts of the organization together, ensuring successful execution of what’s important (strategy). Here is a basic example: 

Mission => To corporately manage public facilities

Goal => Sound management of public resources

Objective => Distribute funding for services in an equitable manner across the entire agency 

Task => Define those services that will be subject to a consistent allocation process

It is sometimes useful to follow a set of criteria for creating your objectives. The SMART criteria can help set the stage for good performance measures: 

Specific – Provides clear direction on what actions must be taken, easy to understand.

Measurable – Quantifiable and verifiable through measurement.

Attainable – Realistic given organizational capabilities.

Results Oriented – Focused on an outcome, not the method by which you get there.

Time Bound – Set around some time frame that is reasonable.

If for some reason you are unable to follow a top-down methodology in developing your objective, then you might consider referring back to a common set of critical success factors. Many critical success factors are generic, applying to most organizations regardless of size or type. For example, we can derive some critical success factors by looking at layers (perspectives) in the Balanced Scorecard:

	Customer Perspective
	Lagging Indicators are desired results:

	
	Customer Satisfaction    Customer Retention     Market Share

	
	Leading Indicators – Value Attributes to Customers:

	
	Quality
	Time
	Price
	Image
	Reputation

	
	
	
	
	
	


The Internal Process Perspective can be broken down into three objective categories: 

· Pre Delivery Objective => Innovative Processes that meet customer needs, provide solutions, and address emerging trends. Example of Measurement => Number of new products introduced.

· Delivery Objective => Operations that produce and deliver products and services to customers. Example of Measurement => Delivery Response Time to Customer.

· Post Delivery Objective => Value added services provided to customers once products and / or services have been delivered. Example of Measurement => Cycle Time for Resolving Customer Complaint.

The Learning and Growth Perspective might look at Employees, Systems, and Organization.

· Objective for Employees => Employee satisfaction, productivity, and retention. Example of Measurement => Percentage of Key Personnel Turnover.

· System Objective => Engaging to the end user, accessibility, and quality of information. Example of Measurement => Percentage of employees who have on-line access.

· Objective for the Organization => Climate for change, strong leadership, empowering the workforce, and other motivating factors. Example of Measurement => Number of Employee Suggestions.

Section 2: Design Measures 

What is involved in this Step?

Measurements tell you whether or not you are meeting an objective. The easiest way to go from an objective to a measurement is to express your objective in quantifiable terms. This gives you a one-to-one relationship between the objective and the measurement. Performance measurement experts often use the so-called Blindfold Test: Can I tell what your objective is by simply looking at your measurement?

Objective




Measurement
1. Reduce employee turnover by 20%

% turnover in workforce

2. Reduce delivery times to customers by 10%
% error rate in order form processing



Example 1 above passes the Blindfold Test, but Example 2 does not. 

Therefore, measurements must be meaningful and relevant to the objective. There are several other criteria to consider in the design of measures. They include:

· Valuable – Measuring what is important

· Balanced – Inclusive of different types of measures

· Practical – Affordable price to retrieve and/or capture the measurement data

· Comparable – Useful in making comparisons with other data over time

· Credible – Based on accurate and reliable data

· Timely – Designed to use and report data in a usable timeframe

· Simple – Easy to calculate and understand

If the objective is vague and not very specific, then you should define your Critical Success Factors associated with the objective. The example below goes from an Objective to a set of Critical Success Factors to the appropriate measurements:

Objective


Critical Success Factors

Measures





Accurate Order


Error Rate

Happy Customer

Fast Order Fulfillment

Wait Time





Friendly Service


Customer Complaints

Not only will you need to define each specific measurement according to a set of criteria (such as the criteria listed above), but you must also understand how measurements are used within an overall framework or hierarchy. As you move through the hierarchy or organizational levels, measurements may change. If the measurements remain the same, then you may have to index and roll-up the measurements for reporting purposes.  

Why is it Important?
A good fit between the measurement and objective is critical; otherwise you could drive the wrong behavior. What you measure sends a signal to everyone – this is what we hold you accountable for. Measurements provide the feedback on how well you are doing. You must define the right kind of feedback to drive the right kind of results. The old adage: What gets measured gets done in an organization.  

How to do it 

Once you have clearly articulated what must be measured (quantifiable objective or critical success factor), then you can follow a set of criteria for design of the appropriate measurement. It is sometimes useful to assign scores to each criteria for evaluating the measurement before moving to the Design Stage. Listed below is a simple example using three criteria: Is the measurement relevant, measurable and actionable?

Measurement




Relevant
Measurable
Actionable

% of Training Facilities that are Operational
3

1

2

% of Agency Facilities Using ABC Models
3

2

2

% of Division Offices with Security Points
2

3

3

Scoring Scale: 0 = Does not apply      1 = Poor        2 = Acceptable      3 = Good 
Each performance measure should be designed in context of a larger overall framework. Most organizations will start the process by developing a Strategic Plan. This sets into motion how we get to the “right” set of objectives and once we have the right objectives, we can design the right measurements. For larger organizations, a hierarchy consisting of layers may be required, aligning different measurements as you work your way down to lower levels:

Measurement Layer


Objective


Measurement

Strategic (Organization Wide)

Customer Loyalty
   Customer Retention Ratio

Operational (Division, Section, Dept)
Customer Satisfaction
   Customer Survey Rating

Tactical (Team Tasks)


Fast Service to Customers  Average Processing Time

Individual 



Cross Functional Skills
   # of Proficient Skills

Measurements at the highest levels are often outcome based type measurements whereas at lower levels, you may be measuring activities and processes. Each is linked or aligned for driving performance. 

Activity 

 
Process


Outcome



Shape the Bricks

Build the Wall

Newly Constructed Facility

One of the more popular frameworks for aligning measurements is to use the Balanced Scorecard. Since the Balanced Scorecard is rooted in the Strategic Plan, it lends itself well to the alignment of both objectives and measurements.

	Goal
	Objective
	Measurement
	Target
	Initiative

	Achieve leading levels of operational efficiencies and effectiveness, competitive with the best in the private sector


	Reduce by 5x Operational Service Costs


	Cost per person served, cost of program delivery


	Reduce service costs 50%


	Use Activity Based Costing



	
	Reduce defect/rework by 2x


	Defect rate
	Reduce waste/cycle time by 75%


	Use Lean/Sigma


This tight end-to-end model (balanced scorecard) helps ensure successful execution of the strategic plan.  

Depending upon the performance constraints associated with an objective, you most likely will have to consider a mix of different types of measurements. For example, you may have to start by putting resources in place for a project, then generating outputs that lead to outcomes. A good framework for understanding different measurements is to follow the Logic Model. 

Basic Structure of the Logic Model

	Program Outcome Model – United Way

	INPUTS (
Resources dedicated or consumed by the Program
	ACTIVITIES (
What the program does with the inputs to fulfill its mission
	OUTPUTS (
The direct products of program activities
	OUTCOMES

Benefits for participants during and after program activities

	Money
	Feed the hungry
	Number of classes taught
	New knowledge

	Staffing
	Shelter the homeless
	Number of counseling sessions conducted
	Increased skills

	Volunteers
	Provide job training
	Number of educational manuals distributed
	Easy to cope

	Facilities
	Educate the public about child abuse
	Number of hours of service delivered
	Improved condition

	Equipment
	Council pregnant teenagers
	Number of participants served
	Changed attitudes or values


Larger organizations may also require rolling up and indexing common measurements for different reporting units. In some cases, you might want to weigh different types of measurements to place emphasis on outcomes as the most important type of measurement. For example, you could use the so-called Four Quadrant approach for categorizing and reporting measurements:

	
	Quantity
	Quality

	Input
	How much service did we provide? [4 – Least Important – 10% weight]
	How well did we deliver the service? [2 –25% weight]

	Output
	How much service did we produce? [3 – 15% weight]
	How good were the services? [1 – Most Important – 50% weight]


A final point - The alignment of all measurements into a common single framework helps us go from performance measurement (what is occurring) to performance management (what actions should we take). And if we can use one common framework to pull all parts of the organization together, then it becomes much easier to drive performance than having to work with desperate silos of measurements scattered across the organization.  

Section 3: Define Measures 

What is Involved:

After designing and choosing their measures, the next step for an organization is to add the requisite detail behind those measures in order to calculate and collect accurate and valid measurements.  In other words, Step 4 is how an organization operationalizes its measures.  It is this operational detail underlying the measures that makes them usable.  Without the detail, the measures are simply good ideas on a page.

There are six main categories of detail behind any measure:

· The definition of a measure gives a detailed description or formula

· The unit of measure conveys the mathematical format in which the quantified measurement should be presented

· Data requirements specify the precise data elements that comprise the measure 

· The sources of data indicate where the data requirements can be found

· Frequency displays the period of reporting for the measure

· The owner of the measure identifies a specific individual or group that is responsible for the periodic reporting of the measurement

Why it is Important:

Capturing the operational detail behind a measure is critical for several reasons.  First, as mentioned above, performance measures bring no value to an organization unless they are implemented and used.  Secondly, the detail promotes reliability and validity of the performance data by preventing the measurer from misinterpreting the measure, using the wrong sources, or reporting the result at an incorrect frequency.
  Designating an owner of a measure promotes accountability for the reporting of the measurement.  If there is more than one individual reporting against a measure, the detail provides for consistency between measurers.  Also, in the case where the owner of a measure changes or is absent, the captured detail assists the new owner in quickly understanding the measure and adopting the correct way to report against it.

How to carry out:

· Define the measure: Expand on the title of the measure to more fully describe what should be captured by the measure.

	
	Measure Title
	Definition

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”



Table 4.1

· Determine the unit of measure: How should the result of the measurement be expressed, as a straight count, a percentage, a ratio, in dollars, minutes, or months?  Referring back to our two examples above, we can see that “error rate” should be expressed as a percentage; i.e. “reorders are 7% of total orders filled”, and wait time is expressed in minutes; i.e. “average wait time is 4.5 minutes”.

	
	Measure Title
	Definition
	Unit of Measure

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes



Table 4.2

· Specify data requirements:  What specific data points are needed to calculate the measurement – inputs, outputs, products, cases, or resources?  To calculate the “error rate”, the measurer needs to know two data points; number of reorders and total number of orders for the given time period.

	
	Measure Title
	Definition
	Unit of Measure
	Data Requirements

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage
	· Number of reorders

· Total number of order

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes
	· Daily average wait time – peak hours

· Daily average wait time– non-peak hours



Table 4.3

· Identify sources of data: Where are these data points stored, or where can they be found – in a system, in a file, from a web-site, or an individual?  In the second example below, the wait time log contains the two data points needed to calculate average wait time; daily average wait times for peak and non-peak hours.

	
	Measure Title
	Definition
	Unit of Measure
	Data Requirements
	Data Sources

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage
	· Number of reorders

· Total number of order
	· Order log in workload management system

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes
	· Daily average wait time – peak hours

· Daily average wait time– non-peak hours
	· Wait time log



Table 4.4

· Set the reporting frequency:  How often should this measurement be reported – weekly, monthly, bi-annually, or daily?  Since both errors and customer waits happen several times a day and both are such key indicators, our sample organization decided to report both on a weekly basis.  In both cases reporting weekly is feasible for the organization, produces a manageable measurement, and allows the organization to spot and react to trends.  Had the data been reported daily, the organization would not have time to act on it, and if the frequency was monthly, the data would be too old to act on by the time it was reported, and short-term trends would be missed.

	
	Measure Title
	Definition
	Unit of Measure
	Data Requirements
	Data Sources
	Frequen-

cy

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage
	· Number of reorders

· Total number of order
	· Order log in workload management system
	Weekly

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes
	· Daily average wait time – peak hours

· Daily average wait time– non-peak hours
	· Wait time log
	Weekly



Table 4.5

· Nominate an owner for each measure: Who will be held accountable for reporting this measure – an individual or group, the process manager, the database manager, or the supervisor of an organizational unit?  Nominating an individual position (and an alternate) is preferred because it precisely locates accountability for the measurement data.

	
	Measure Title
	Definition
	Unit of Measure
	Data Requirements
	Data Sources
	Freq-uency
	Owner

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage
	· Number of reorders

· Total number of order
	· Order log in workload management system
	Weekly
	Customer Service Manager (alt. – Asst CSM)

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes
	· Daily average wait time – peak hours

· Daily average wait time– non-peak hours
	· Wait time log
	Weekly
	Floor manager

(alt. – Shift supervisor)



Table 4.6

Operational detail can include as much information as is wanted or deemed necessary by the measurement team.  For instance, owner information can include email addresses and phone numbers.  Data sources might list precise file and document names.  Measurement efforts often begin with the six categories above, and the detail expands and becomes more comprehensive over time as the organization matures in its measurement capability.

Setting Performance Targets

Some organizations include “performance target” in their definitions.  Although, keep in mind that targets move over time while definitions are static for as long as a particular measure is used.  A performance target is the level or measurement an agency is aiming to achieve over a certain period of time.  For instance, in example 1 below, this organization hopes to reduce their error rate on orders to 5% by the start of FY06.  Under “Frequency” above, we can see that this measurement is reported weekly, so the organization can track their weekly (and monthly) progress towards this goal.  This annual performance target of 5% may also be supported by interim or milestone targets such as “6% error ate by mid-year”.

	
	Measure Title
	Definition
	Unit of Measure
	Performance Target

	Ex 1
	“Error rate”
	“Reorders as a percent of total orders filled”
	Percentage
	5% by FY06

	Ex 2
	“Wait time”
	“Average time customers wait in line before cashier greets them”
	Minutes
	4 minutes by FY06



Table 4.7

In the federal government, OMB guidance documents include “target” in their definition of “performance goal”.  “A performance goal sets a target level of performance over time expressed as a tangible, measurable objective, against which actual achievement can be compared.”
  A performance goal is frequently described as “measure plus target plus timeframe” since none of these three elements should exist in the absence of the other two.

Target performance figures can be incremental or radical or anything in between.  Of course, the optimal target levels are challenging but realistic.  Performance targets decisions can be based on customer desires or stakeholder demands, an analysis of a past performance trends, a performance level from another organizational unit (a.k.a. “internal benchmark”) or external organization (a.k.a. “external benchmark”), or any combination of these three. 

	Measure
	FY03
	FY04
	FY05
	Stakeholder Demand
	Internal benchmark

(Minneapolis location) 
	External benchmark

(Competitor best)
	FY06 Target

	Error rate
	7.9%
	7.6%
	7%
	3.5%
	4.5%
	4.2%
	5%


Table 4.8

To determine their FY06 performance target, the organization in the sample above looked at their past performance for FY03-FY05, the challenge put to them by their leadership (stakeholder demand), an internal benchmark from the Minneapolis location, and an external benchmark from a competitor.  Based upon these data points, the measurement team concluded that an error rate of 5% of orders was a realistic yet challenging target to pursue over the coming year.

Tools and Templates:

There are several ways to record and capture the elements of measure definitions.  A simple table may work well for some while other may translate that table into a more elaborate, shared data base such as Microsoft Access.  The table format used throughout the preceding section is a good place to start.  

Section 4: Implement and Evolve Measures

What is Involved:

Once measures have been operationalized, measurement results can be collected, reported and used to make management decisions.  Based upon the applicability of measurement results to management decisions, the measurement team can reassess and redesign measures for greater efficacy.

· Reporting – Ensuring that the right people see the right information at the right time and in the right place.

· Making decisions – Based on results, managers may reassign resources from one activity/function to another, reprioritize activities, or reset workload targets.

· Evolving measures – Assessing the value of the measures to decision-makers and rewriting measures to produce more useful data.  

Why it is Important:  

Step 5 is critical because it is here that the whole effort produces value for an organization in two ways: 1) Providing data that managers can use to make decisions about the organization, and 2) Publicizing performance results to customers, stakeholders, business partners, and the general public to show progress and return-on-investment.  Using performance data to manage an organization is the fundamental purpose of any performance measurement effort, so this is where “the rubber meets the road”.  Without this step, a performance measurement effort has no value.  This is also where the measurement team can assess the value delivered by the measurement effort and make changes to the measures to increase that value.

How to Carry Out:

· Reporting measurement results

· Identify all audiences:  How many different (internal and external) audiences are there and who sits in each one?  At a minimum, an organization has an executive audience, a managerial audience, an employee audience, a customer audience, and a stakeholder/investor audience.  Other audience segments might be Human Resources and Information Technology divisions, and vendors or contractors.

· Determine report content for each audience:  Not all audiences want or need to see the same performance information.  For instance, an executive steering committee might be interested in higher-level measures like ROI and other financial measures while a site manager would be interested in “lower-level”, more detailed measures like workload efficiency and effectiveness measures.  Lastly, there may be some measures that are common to all audiences.  The easiest and most accurate way to determine the data each audience needs to see is simply to ask.

· Select data format: What is the preferred way to present results to each audience – scorecard, dashboard, table, or text?  Some audiences prefer the red-green-yellow “stoplight” format of a scorecard, while other audiences may prefer the dials and graphs of a dashboard construct.  Some helpful hints to keep in mind are:
· Use consistent data collection and analysis techniques to report performance results

· Graphs are a very effective format for presenting performance results since they convey findings with few words.

· Including comparative data, in the form of past performance results or external benchmarks, adds more value to the report because it conveys trends in performance and/or progress towards a performance target.

· Determine report timing:  How often does each audience expect to be updated – quarterly, annually, or monthly?  The answer to this often depends on the frequency of reporting of the measures themselves.

· Select the venue/delivery vehicle for report:  What is the preferred delivery medium of each audience – email, internet, newsletter, voicemail broadcast, town-hall meeting, or one-on-one briefing?  An audience is more likely to review performance results if they are delivered via a commonly used vehicle.

	Audience
	Format
	Timing
	Venue

	Non-managerial Employees
	Charts/graphs
	Quarterly
	Newsletter

	Executives
	Scorecard
	Quarterly
	Briefing

	Stakeholders (investors)
	Text with tables
	Annually
	Annual report



       Table 5.1

· Managing by measures

Performance results should assist all levels of an organization in making decisions. At the front-lines, supervisors can use performance data to determine how they can improve performance and to what degree.  For instance, upon seeing the performance results, a supervisor may elect to change a process to increase efficiency or make staffing changes to increase productivity.  Managers can use performance results to determine if there are more effective ways of implementing the leadership’s strategy, such as finding and importing best practices, investing in technology, or reassigning resources from a high performing function to a struggling function to eliminate a gap in performance.  Executives can use data to determine changes to their business strategy including what products and services to offer customers, how best to structure the organization to deliver those products and services, and how to compensate and motivate employees.

The question to answer at all levels is, “To what degree did we/I meet our/my objectives?”  Returning to the order-filling scenario, front line staff could have had an objective at the beginning of the year to "Become an expert in managing cash register".  Based upon performance results, the supervisor can decide whether the objective should be reinforced or reestablished, and communicate specific performance expectations for the next year to the front-line staff as illustrated in Table 5.2.

	Employee Objective
	Performance Result
	Decision on the Objective
	New Performance Expectation

	Become an expert in managing cash register
	Cashier error rate of 3% of transactions
	Objective achieved.  New objective of “Become expert in managing the floor”
	Average customer wait time of 3 minutes

	
	Cashier error rate of 10% of transactions
	Objective not achieved.  Maintain current objective.
	Cashier error rate of 5% of transactions



Table 5.2

Likewise, executives might have an objective to “Maintain customer loyalty".  Should performance results indicate a drop in repeat customers, they may decide to invest in a new advertising campaign to a certain market segment, or research and development of a new product offering.  Along with the investment decisions, executives may reset the objective to “Build customer loyalty” and hold the COO accountable for an increase in percentage of repeat customers.

	Measure
	FY04 Performance
	FY05 Target
	FY05 Actual
	Result
	Decision

	Repeat customers
	65%
	70%
	63%
	Target NOT achieved.
	Reassign resources to reaching new market segment

	Cashier error rate
	7.6%
	7%
	6.8%
	Target over-achieved. 
	Maintain cashier training


· Evolving measures

In addition to reconsidering objectives when results are reported, the measurement team should reconsider the measures themselves.  The key question here is, “Do our performance measures provide the right information to decision-makers?”  In the example above, the supervisor and executive were able to make decisions based on the performance information reported; however, the regional manager with the objective of “Happy customer” was not able to determine whether or not the objective was met because she did not have any data on customer satisfaction for her region.  Working with the measurement team, the manager may request a new performance measure of “average customer satisfaction score for the northwest region”.  

	Regional Objective
	Performance results
	Decision on Objective
	Decision on performance Measure

	Happy customer
	Not available
	?
	Add new measure of “avg customer sat score for region”


Table 5.3

To report a result this measure, the measurement team might have to install a customer survey process, or simply collate customer satisfaction data from all the sites in the region.  Similarly, site managers may want to segment “average wait time” into two measures; one for day time customers and one for nighttime customers, since the 10% of customers who come in at night do not require the same level of service as the 90% of customers who come in during the day.
































































� Reliability refers to the extent to which a measuring procedure yields the same results on repeated trials.  Validity refers to data that is well-grounded, justifiable, or logically correct.


� OMB Circular A-11, Part 6, 2005.





