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Process management life cycle DIGIFO
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» Process management life cycle
requires measuring processes,
so that results of the
iImplemented change as well as
overall process ,health” can be
assessed

» KPIl measurements can be also
valuable input for the following
cycles e.g. influencing the
strategy
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Measuring process performance with KPls DIGIEOF
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» Process performance can be measured by so called Key Performance ™
Indicators (KPIs)

» They help measure whether process goal was reached or not and help
operationalize the strategy

» This makes them one of the main tools of process management!

» KPIs are often visualized using so called traffic light coding where green
shows correct state and red signifies that goal was not met
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Measuring process performance with KPIs DIGIFO
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» KPIs can be either internal or external

» Internal KPIs represent the voice of business — they measure
productivity of organisation. Example KPIs:

» Production costs
» Efficiency of a process

» External KPIs represent the voice of the customer — they measure
impact of the processes on the environment, often taking the point of
view of stakeholders. Example KPIs:

» Revenue
» Customer satisfaction

» Both types are important!
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How to make sure KPIs are correct? DIGIFOF

SMART or SMARTER:
»  Specific

» Measurable

» Achievable

» Relevant

» Time-related

»  EXxciting

» Recorded
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Performance monitoring influences people! DIGIFOF
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As Hawthorne effect shows, even the fact of measuring influences how people
behave. Therefore it is worth checking:

» Does the KPl influence employees in a proper way
» Does it promote expected behaviors

»  Will it help the organization mid and long term (watch out for KPIs which
promote short term thinking which hinders long term growth)
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Features of a good KPI DIGIFOF

»  Connection with a process goal
»  Can be measured without excessive costs and efforts
» Shows process outcomes and impact on the environment

» Itis better to have few important KPIs than many irrelevant!

» KPlIs should take into account perspectives of various stakeholders and
come from various categories
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KPI parameters

» Name

» Interpretation

» Measuring algorithm

» Data source

» Measurement frequency

» Responsibilities
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Step by step procedure for defining KPls

»  Verify the process goal

» |dentify KPIs relevant for stakeholders
» Create a list of potential KPIs

» Select the KPIs

» Document
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Verify the process goal
»  Check the process scope
» Whatis the process goal

» Does it fit the goal of higher level process and/or strategy?
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Step by step procedure for defining KPls -2 p1GIFOE
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|dentify KPIs relevant for stakeholders
»  Which KPIs would our process stakeholders pick?
»  Which one are aligned with a strategy

» Remove KPIs which do not fit
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Exercise DIGIFOF
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Inform the em-
- Document the ac-
—» Check the application —» O . » Check remaining days —» Q cepted application — ploy::p?aP:Cu; ac- —>O

Application

Holiday Details Enough
apmlcatlon missing? remalnmg accepted
received days?

Yes G No

\—D Clarify the details \—p i (02 G B HO

HR clerk

about rejection

Application
rejected

- Use the holiday application process created during BPMN training and:

|dentify the stakeholders
What are their expectations and how would they measure it?

Which KPIs could be used?
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Create a list of potential KPIs

» Make sure your list does not omit anything important

»  KPl libraries or KPI classifications can be helpful
»  Check if there are no gaps e.g. in comparison with other related processes

»  Check if all aspects important for organisation are covered
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KPI libraries DIGIFOF

» KPlIs can be based on KPI libraries

»  One of the most commonly used is provided by APQC along with the APQC
PCF (process framework)

» More information and free download at apqc.org/pcf
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Benchmarking DIGIFO
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» Process benchmarking allows comparing our results with others

» Benchmarking can be internal or external (e.g. using benchmarking data
from APQC)

»  Such comparisons help establish best practices, inspire and help identify
areas where initiatives which will deliver improvement are needed
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KPI categories DIGIEO
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Categorizations of KPIs can also be helpful. Example categories are:

1. Internal vs External (already mentioned)
2. Quantitative (time, cost, efficiency, quality)
3. Focus (efficiency, effectiveness, agility)

4. Time (past-related vs forward looking)
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Select the KPIs

» Remove duplicates, not important, not practical KPIs as well as those without
clear connection with goals

» Reduce too expensive/cumbersome to measure KPIs
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Step by step procedure for defining KPIs -5 pI1GIFOE

Document
» Document the purpose of a KPI and validity time for a KPI
»  Define people responsible for gathering data and communicating results

» Link the KPIs with change management and decision making
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Avoid the common errors! DIGIFO
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» Too many KPIs

» Too few KPls

»  No KPIs which measure process goals
»  No agility KPIs
»  No KPIs measuring process itself (as opposed from KPIs for functional units)

» Lack of information about the data source (e.g. system)
» No control over costs of performance measurement

» No connection with higher level process/strategy goals
» Lack of mechanism of KPI reviews

» No connection with daily decision making and change management
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Process performance monitoring system

» As the process management life cycle suggests results of a
process performance measurement should influence the
following stages

» For example —if the KPI results show that process goals are
not met organization can either change the expectations
(strategy stage) or plan some change to improve the process
performance (analysis and optimization stage)
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Process performance monitoring system DIGIFO
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» To make sure process performance management is useful
several roles are needed including

» Process owner who makes final decisions about the process
goals and KPIs and decides about the improvement actions

» Process manager who monitors the process daily and informs
owner about problems and opportunities

» Responsible for KPl who gathers the data and makes sure
they are available to interested parties
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Process performance monitoring system DIGIFO
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» Process performance data is commonly presented in a form of (process)
dashboards

earch )  ProcessCaml camol) gy -

|EZ 9 @B Dashboards - Process Owner
|_-_| Type Name T Data Actuality Reports
Control
Q Prepare loan request 0 No entry
Green
* Quarterly check of credit grants Q Eﬂ Yallow
@ iontro\ Objective . : Red | | | ‘
@® Customer-oriented processes (ISO 8000) Q & 0 1 2 3
Initiative
KPI state
@ B Build custemer contact center for core regions Q &
B Identify sales partner in region Q @
ﬂ D Intensify direct sales in region South Q Eﬂ -
Sl KPis (My) HE®S XL
o Type Name T State Limit type Current value Target value Value history Reports
O Cycle time Create new customer Less is better 32 30 [11
O Cycle time Create new customer (online) Less is better 12 10 [2] @
O Number of declined customer requests ® Two-sided 44 50 [2] @
O Overall Cycle Time Credit application [ ] Less is better 22 24 [11 @
O Overall Cycle Time Credit application (online) Less is better 26 20 [5] @

» This guarantees easy access to data and helps make KPIs useful for
decision making in organization as well as early identification of problems

which require improvement initiatives
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