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Some doubt the value of KPIs (key performance indicators) as a tool for business or organization process
management. The use of KPIs helps management make correct decisions. However, the way KPls are used by
most erganizationsis far from perfect. This paper helps evaluate and improve KPI management. T his (PM)2
method can be applied to any organization, public or private, and contributesto the better management of a
country as described by the authorsin our SAC-Model. A paper describing the Society and Active Citizenship
Mode!l was recently published by the Quality Management Division of ASQL

All excellence models are designed to develop enablers and to achieve results. The SAC-model (Society & Active
Citizenship Medel?) also illustrates whether a country is well managed. Although working with KPIs seems
cbvious, it is not always easy to put KPIs in practice. Many people struggle to establish and monitor key
performance indicators. Often, government organizations have difficulty finding, defining, and applying the

correct indicators.

This paper provides the basics of KPI management. The application of the method described in this paper
guides an organization to professionally manage KPls. This application leads to effective performance
management. The authors callthis method (PM)2or PM square (Professional Management of Performance
Management).

Definition

A Key Performance Indicator or KPI is a measurable value that demonstrates how effectively an arganization is
achieving the strategic plan. Organizations use KP|s at multiple levelsto evaluate their success at reaching
their targets. Senior management focuses on the overall performance of the key processes and the
achievement of strategic goals. Middle management focuses on its core activities, processesin the
departments and services, but also contributes to the achievement of the strategic KPIs of senior
management.

Usefulness Of A KPI

When you work with KPIs, the following seven gquestions must be answered:
1. What is your desired outcome?
2. Why does this outcome matter?
3. How are you going to measure progress?
4. How can you influence the outcome?
5.Who is accountable for the outcome of the organization?
6. How will you know you’ve achieved the outcome?

7. How often will you review progress toward the outcome?



Example 1: Application Of These 7 Steps

A county council decided toinstall a system of traffic surveillance cameras. Car drivers who speed receivea
ticket. The objective is to increase safety on the roads by reducing speeding. Reducing speed reduces
accidents, which reduces casualties and death. Agoal is to drastically decreasethe number of casualties over

10 years.
From this general long-term ohjective, the KPI is defined as follows:

1. Desired outcome: decrease of the number of casualties and deaths in the county by over 50% in 10

years.

2. Why does this cutcome matter? Last year there were more than 800 severely injured people and 71
deathsin the county. If we can reduce these numbers by over 50%this will lead to higher well-heing
for more than 435 persons and their families.

3. How are you going to measure progress? KPI 1 isthe Total number of tickets per month, KPI 2: Total
number of severely injured people/month, and KPI 3: Number of deaths per month. You might also

add three sub-KPIs, segmenting results for the urban streets, rural roads, and major highways.

4. How can you influence the outcome? Drivers who receive two tickets within six months lose their
driver’s license for cne month.

5. Whoisaccountable for the outcome? The sheriff and histeam are accountablefor the management of
these KPls.

6. How will you know you’ve achieved your outcome? Comparison between the actual measure andthe

target.

7. How often will you review progresstowards the outcome? Percent of current casualties versus

haseline on a monthly basis.

Difference Between A KPI And An Indicator

Fromtheahove definition of a KPI, it follows that we need to differentiate between an indicator and a key
performance indicator. The latter is always linked to long-term goals, aligned with the vision and strategy of
the organization. The number of KPIsfor an arganization should be low; a few KPIs for each leader of the
management team and their direct subordinates. At lower hierarchical levels, indicators should be aligned with

management KPIs. Also, the teams and team members have anly a few indicators each (maximum five each).

Standardization Of A KPI

A KP|is presented in a standardized way. The advantage is that reading, interpreting, and evaluating a KPI can
be done quickly, regardless of the subject being treated by the KPI.In addition, there is little chance that the
presentation of the KPI will be incomplete. It also avoids misunderstandings and wrong decisions. The
manograph KPI r\flanagement3 givesthe reader much more detail and examples of the use of KPIsand the
importance of reliahility of data.

An additional advantage of a standardized KP| presentation: you can quickly read and interpret the KPIsand
results when the leaders of all AOPS (All Organizations of the Public Sector)* puttheir KPIs on their
organizational website®. If each AOPS has its own way of presenting a KPI, the interpretation of the KPIs and
results will take longer. A non- standardized approach may ohscure important parameters, for example, the
alignment of the KPI with the strategic objectives of the organization.



The standardized KP| consists of seven sections. Once all seven sections have been precisely described, the
description of a KP| is considered complete. The seven parts are: 1) title, 2) owner, 2} purpose, 4] tree of
indicators®, 5) technical definition and measurement methed, 6) presentation of the results and 7) discussion

of the results by the KPl owner.

The KP | starts with the most obvious part: the title. Thisis short [oneto three words). The title does not contain

atarget description. Thetitle enly indicates the subject.

The name {first and last name of the owner + hisfher position) is displayed. This is not only an expression of the
accountability of the person whofeels responsible and behaves accordingly, but it validatesthat every
manager in the organizational chart must have at least one KPI. Omitting the name and function of the KPI
leads to poorer management of the KPI. If the KP1is “managed” byy an anonymous person, no one feels

accountabletotake necessary measures when difficulties arise.

The owner of the KP| starts with a clear description of the goal. Always ask “What do | want to achieve with this
KPI? What is the outcome when the goal is achieved ?” The owner of the KP| also describes the “Why?” How is

this aligned with the vision and mission of the organization?

In addition, the owner of this KPI provides a description of the relationship between the realization of the

indicator and the following elements:
* How isthis KPI aligned withthe strategy of its ministry, department, organization?
* How isthis KP| aligned withthe strategy of the board of directors (for non-profit organizations)?
e How isthis KP| directly related to the realization of one or more core tasks of this manager (leader)?
¢ How does this KPI contribute to a better realization of the objectives of her direct superior?

Explaining what you plan to achieve with a KPI may seem obvious and simple. Daily practice proves differently.
Many people don’t distinguish between an activity KPland a results KPI. The latter is a real KPI. When people
start to use KPls, they often start with an activity KPI, 1.e., a description of a step-by-stepapproach. These
leading indicators of project or process steps are short term. The driving indicator isthe lagging or results KPI.

Each of the leadingindicators should guide the project or processto the final desired result.

A systematic use of KPIs helps all leaders and team members stay focused on what isimportant forthe
organization, i.e., the long-term objectives. Without a systematic use of KPls, leaders and employees become
distracted and achieve fewer results compared to when focusis present.

Results KPls show the impact or cutcome results. This results KPI, monitored month after month, indicates

whether you are closer tothe set goal.

Each member of the executive committee (board of directors, management team, etc.) of every AOPS places a
hyperlink for at least cne KPI to a KPl of a higher management layer. In this way, every AOPS contributes
through atree of indicators tothecreation and maintenance of sustainable results for the well-being of the
country. If atopicis covered by another AOPS, the owner of this KPI will also display a hyperlink tothe KPI of
the colleague from the other AGPS. In this way you can quickly see how efficiently things are done (little or no

overlap, no fragmentation of resources).

In the sixth section, the data are presented in a table andfor graph. This graph shows boeththe results andthe

target. If thereis no target, we are referring to a statistic and not an indicator.



The monitoring frequency depends on the parameter used; it can be weekly, biweekly, monthly, eventually
bimonthly. If the frequencyistoo low, e.g., every six months or even yearly, this may be a statistic, not a KPI.
The aim of a KPIis make progress, toseein daily life a step-by-step progresstowards the planned target. You
can’t wait six months if you check the KPI only bi-annually before you take corrective action. If the frequency
of controlis low, you have to identify another leading indicator that you can steer monthly and that

contributesto the realization of the “bi-annual KPL”

Itisvaluable to monitor performance of an indicator over a number of years to avoid making wrong decisions.
If you lock at the price of gold over the last five years you will draw different conclusions depending on
whether you look at short, medium, or long-term price fluctuations. The chart of the price of gold” for one
manth (September 4 - October 4, 2021) indicates that the price of gold isfalling. The chart for one year
(Octoher 2020- October 2021) shows that thereis alarge fluctuation in the price of gold. The 5-year chart (2016-
2021) leads tothe conclusionthat the gold price is rather constant at approximately $1200/ounce for the
period 2016-2019 and then itincreased to a much higher value, approximately $1800/ounce for the period
2020-2021.

This example proves that:

» You can draw incorrect conclusions when you consider a series overtoo small a time period (compare

the results and conclusions of the three periods)

» An explanation of the results (the price of gold) is necessary {when do you buy or sell gold and what
arethe price expectations for goldin thefuture ({depending on the supply and demand of gold and

the political situation in the world))

» |f these explanations are not provided by the owner, the reader of the charts may draw incorrect
conclusions. That is why with a KPI not only results are given (preferably in a graph), but also an
interpretation and discussion of the results obtained by the owner of the KPI. Itisupto himto

describe the actions (decisions) taken for further improvement of the results.

In the seventh section of the KPI, the KPI owner provides a discussion of the results within histeam. He also
identifies what he will do within the next month to make progress. The leaders of the KP| put their indicators
on the AOPS-website (see SAC-Model). Third parties and other wehsite visitors can then provide their feedback
tothe owner of the KPI.

Those who provide feedback on the KPI {on the AOPS website where the owner of this KPI works) can
immediately see whether their feedback has been used. Note: the owner is not obligedto apply the suggestion.

The “owner of the KPI” can autonomously decide whether to act on the feedback.

Why would a website visitor give feedback? Many citizens want to be more involved in what concerns or
interests them. In this way they are better and correctly informed about a current situation. When all leaders
of AOPS update their KPIs monthly, the visitor can consult a reliable source quickly and easily. Thisis
theoretically possible today (there are many databases available), but it takes timeto find an answerto a

specific question.



Types Of Indicators
A key process can be monitored by four types of indicators: 1) input indicator, 2 process or throughput

indicator, 3) output indicator and 4) outcome indicator.

D P 4

Let ususe a metaphor toillustrate this concept. We take the process of cooking.

Input Throughput Output Outcome
KPI # Cooking time Prepared Degree of
ingredients Cooking temperature dish satisfaction

Every AOPS must classify its KPIs according to their key processes. [tisthen apparent that members of the
management team are accountable for output and outcome KPIs. However, the authors observe that in
practice, the leaders of government organizations often enly monitor the input and process KPIs, which should

be managed at lower hierarchical levels.
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