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From Strategy to Objective through KPIs

Basics
e Strategic Initiatives are supported by Business Objectives
e Business Objectives are measured through KPlIs

e KPIs are generated using “current” and “past” data using IT
systems

e Data is captured from Business Processes
e Smaller KPIs roll into larger enterprise KPlIs

e Every KPI has one primary owner and multiple secondary owner
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Contents:

e Available Information

e KPI Object with attributes

e KPI Containers from Mega Processes (Scenarios)
e Relating KPIs to Business Objectives

e Relating KPIs to Business Process

e Defining KPIs through Data and Application

e Roll up of KPIs into Broader KPlIs

e Next Steps to achieve integration
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Business Process Excellence

To measure if the cases being

% FR =Total number of Cases

For 3&0P U3 uses in the

Inventory Value
ws. Budget

i Business
ordered are being delivered shipped / Total number of dEHDI’I‘III’:\atE_lI’ Actual cases plus Monthly % Increase High-level F25 ME, OTC
cuts, which is the same as Performance
complete as measured by Clorox.  [Cases ordered
orders.
To measure forecast variability- 1 % FA=1minus the absolute Process
Month La, & value of Actual sales minus Monthly % Increase performance High-level F258 -
2 Forecast divided by Actual Sales
I Need to find out how Finance
To measure our past Inventor ITR =Total COGS for rolling 12 US is measuring ITR. For the Business
P il months (in Currency) [ Average S&0P, itwill be the same Maonthly Turns | Decrease High-level F25 ME
Performance B N Performance
Inventory {in Currency) formula but cases instead of
currency.
Total Inventory investment . Business .

Total inventory value Monthly |Currency| Decrease High-level F18 52P, ME
including FG, RM, and WIP v v < Performance g !
Percentage of orders which all of |# of orders that are received by Business
the items are received by customer|the customer in the time Monthly % Increase Performance High-level oTC F25, ME
in the time committed committed/Total orders received
The percentage of orders that
werepshi edgand delivered #of orders that were shipped & Business

PR ~ N _ delivered on-time/Total # of Monthly % Increase High-level aTC F25
complete and on time in the given Performance

period (Eg: month)

orders in the given period

Thic ic = KDl that mazcirac tha
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Strategy and Objective Information

Improve Custemer Service
[% perfest crders]

Peduce Stock Outs.
Caze ll zate. on-time delivery]

Standard master data

| mamagement process
- Formal and standard demand
planning process
- Implement standard S&OF

process
- Build capakility to analize

- Build capakility m people

E—}

 for demand plarsing
amd reveard, recognition.

accuracy in PMP

Fromotions ete during S&OF

meeting

- Doefinition of slobal pelicies and

rules, capability to
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Business Process Excellence

Customer Example: Available Information

Clorox Metrics Category: Business Performance
Clorox metrics Directionality: Increase

Clorox Metrics Formula: % FR = Total number of Cases shipped / Total number of Cases ordered
Monthly Case Fill Clorox Metrics Frequency of Tracking: Monthly

Rate Clorox Metrics Primary Owner: F2S

Clorox Metrics Priority: High
Clorox Metrics Secondary Owner 1: ME
Clorox Metrics Secondary Owner 2: OTC

Clorox Metrics UOM: Cases

Description/Definition: To measure if the cases being ordered
are being delivered complete as measured by Clorox.

The KPIs expressed in excel document has been uploaded to ARIS as
a Library of Objects with all associated information as attributes

=3 KPis

------ @ % of Information requests un-answered [KPIinstance]

------ @ # of Headcount booking JE= [KPI instance]

------ i@ # of headcount performing transactions vs. anahtics [KPI instance]
------ & # of Hours analyzing variances [KPI instance]

------ @ # of internal control exceptions [KPI instance]

------ @ # of JE's by type [KPI instance]

------ @ # of Users booking JE= [KPlinstance]

------ @ 9% OEE- Pkg. and Molding [KP! instance]
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Business Process Excellence

KPI Containers from Mega Processes (Scenarios)

The same KPIs can
be part of a
Scenario KPI
Container Model

Monthly Case Fill

i

Monthly &
Business Performance

On Time Delivery

Qm

Monthly
Business Performance

Forecast Accuracy
(MAPE and
WMRRE)

Monthly
Process Performance

Order Fill Rate
High

Monthly
Busi Perf
usiness Performance FZS

Inventory Turns
High

Monthly
Business Performance

Perfect Order
High

Monthly
Business Performance

Inventory Value vs.

Monthly

Forecast Bias
Medium

Monthly
Process Performance

Total Delivery Cost
(T2

Plan Adherence
Medium

Monthly
Business Performance

Monthly
Business Process

Obsolete Inventory
Medium

Monthly
Business Process

Monthly
Business Process

Inventory value of
Finished Goods
ini rﬁ%h

Days on Hand
Medium

Slow Movers
High

Monthly
Process Performance

Monthly
Business Process

Schedule Adherenc
High

Inventory value of
R/P WIP
P g

Viewed weekly but tracked monthly

Business Performance
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Business Process Excellence

Relating KPIs to Business Objectives

e | e | oo [T v P | e B P In an ARIS model we create

To measure ifthe cases being |5 FR =Total number of Cases :w <& L‘ls o the ' susiness
ordered are being deliversd shipped [ Total number of lenominater Actual cases plus

. . .
A Monthly % | increase | 2SR Higholevel | Fas ME, OTC
complete as measured by Clorox. |Cases ordered o i = thesame ==
orders.

- % FA=1minus the absolute
To measure forecast variability- L

Process

Mot o value of Actual sales minus worenty | % | increase | , OS5 righiever| 2 - ' . . .
Forecast divided by Actual Sales
Initiative, Objectives and KPIs
o measure our past Inventoy | TR =TO%aI COGS for olling 12 |US is messuring ITR. For the [ J
months (in Currency) { Average  [SBOP, it will be the same Monthly | Turns | Decrease High-level|  F25 ME
Performance iy ° Performance
Inventary {in Currency) formula but cases instead of
currency.
'“z“;:g:('“e ID;EJ;:‘”‘?::":’\T“::SMWEI;[ Total inventory value Monthly |Currency| Decrease Pg‘f‘;::‘?ﬂ; High-level|  F25 526, ME

Percentage of orders which all of |# of orders that are received by .
N Business

the items are received by customer|the customer in the time Monthly % Inarease | L0 |Highlevel | OTC F25, ME CostReduce _—— —— ——
i i i ited/Total orders received i . N
: Reduce o‘mn;eﬂmcrzit[ Reduce logistics Reduce cost of write-
i i # of orders that were shipped & Business . cost[Total Logistics offs[Obsolete as % of
8 or [dE1TVErEd On-time Totail # of monthly | % | increase | C 0 R Kigh-level | OTC F25 cost due to planning, cost as % of Sales] Total Inventory]
arders in the given period Unplanned change...
Thic ic = €01 that mamerras fha |9 0 = Toral i of Mrriare

KPI Details

Reduce
transportation cost
[Better utilization of
trucks, less
interplant transfer...

Improve inventory
planning (SLOB
management)[Inacti
ve inventory ($) as
Z- to total inventor..,

Reduce warehousing
cost (lower space
needed) [Total # of

Pallets]

Improve Capacity
Utilization[Capacity
utilization]

+
Strategy and Objective Information

% Plan Adherence = 1- [Sum of N
dEEmemdaa Plan Adherence (Cases Forecasted- Cases Actually Monthly Case Fill
Produced)/ Sum of Actual cases Rate
produced]

Are we meeting out

5

1700 - phace . phace out)
| e ety . pecple

e objectives? KPIs
help measure it.
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Business Process Excellence

Objectives Model (Relating Objectives to KPlIs)

~————— ~ —————
Reduce logistics Reduce cost of write-
cost[Total Logistics offs[Obsolete as % of
cost as % of Sales] Total Inventory]

CostReduce —
manufacturing cost[
Reduce Overtime
cost due to planning,
Unplanned change...

Reduce
transportation cost
[Better utilization of
trucks, less
interplant transfer...

Reduce warehousing
cost (lower space
needed) [Total # of
Pallets]

Improve inventory
planning (SLOB
management)[Inacti
ve inventory ($) as
% to total inventor...

Improve Capacity
Utilization[ Capacity
utilization]

Do you have an
Objective without a
KPI?

% Plan Adherence = 1- [Sum of

Plan Adherence (Cases Forecasted- Cases Actually Mommll:/{a?gse Fill
Produced)/ Sum of Actual cases
produced]) Do you have a KPI

& not supporting any
objective?
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Business Process Excellence

Relating KPIs to Business Process

In an ARIS KPIs can be tied to both
Business Process or Value chain
objects to create business context for

( Long Range Plan »
is measured by
; responsible
Monthly Case Fill Re‘\:n:me:f ;;F;]mh
Rate (monthly)

Review and responsible
optimize supply S&OP Team
chain network (at
least every 3...
Validated 18
month plan

KPI tied to Business Processes KPI tied to Value Chains
10)

Application
system type|

KPI instance Application
system type|

KP! instance Application
system type

KPl instance

S&OP Team I

Business Process 03

Business Process 02

Business Process 01

Organizatio
nal unit...

Organizatio
nal unit...

Organizatio
nal unit...

(
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Business Process Excellence

Defining KPIs through Data and Application

Clorox Metrics Category: Business Performance
Clorox metrics Directionality: Increase

¥y Clorox Metrics Formula: % FR = Total number of Cases shipped / Total number of Cases ordered
Monthly Case Fill Clorox Metrics Frequency of Tracking: Monthly
Rate Clorox Metrics Primary Owner: F2S
Clorox Metrics Priority: High
‘-I- .l 2 Clorox Metrics Secondary Owner 1: ME

Clorox Metrics Secondary Owner 2: OTC
Organizational unit Clorox Metrics UOM: Cases

Description/Definition: To measure if the cases being ordered
are being delivered complete as measured by Clorox.

Entity type

‘ The Details of the KPI
E generation can be provided
E==I1#) through data, organization and
Computer application systems which
support the KPI.

Entity type

Entity type

Can we predict organization
Entty type behavior based on KPI models?

e

11
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Roll up of KPIs into Broader KPlIs

Capacity PLanning
Accuracy

N T Lower Level KPIs roll into broader
n N .
Y kg des executive level KPls

Can we design Broader KPIs with
contents in ARIS?

is influenced by Inventory value of
R/P and WIP

is influenced by
Destruction cost

L

12



Long Range Plan

is measured by

Review 18 month | responsible
country plan

(monthly)

Monthly Case Fill
Rate

Review and
optimize supply
chain network (at
least every 3...

responsible

Validated 18
month plan

Process Model

S&OP Team

S&OP Team |

Reduce cost of write-
ofts[Obsolete as % of
Total Inventory]

COSIREUUCE
manufacturing cost( Reduce logisti
c gistics
Reduce Owertime cost[Total Logistics
cost due to planning, cost as % of Sales]
Unplanned change...

Improve Capacity / ransportation cost planning (SLOB
Utilization| Capacity cost (lower spaco [Better wtilization of management)[Inacti
utilization] \ "eedeg;gg]a' #of \ trucks, less '\ ve inventory (§) as
interplant transfer % o total imentor

9% Plan Adherence = 1- [Sum of )

Plan Adherence (Cases Forecasted- Cases Actually Monthly Case Fill
Produced)/ Sum of Actual cases Rate
produced]

Monthly Case Fill
Rate

Monthly Case Fill

Organizational unit

Entity type

KPI Details

Friy e _"

Computer

Entity type

Entity type
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Business Process Excellence

e v U o Strategy Model

Capacity PLanning

Accuracy

is ipfluenced by # of Headcount

booking JEs

is influenced by Inventory value of

R/P and WIP

is influenced by
Destruction cost

KPI Tree



Steps for KPI Integration Model

e Tie KPIs to Business Process Steps or Value chain objects
e Tie KPIs to the Operational Objectives

e Gather Information about input data to KPIs along with the Application
Systems which provide the data.

e Gather information about broader KPIs which are supported by these
KPIs (executive dash board KPIs)
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