CHAPTER IV
DEVELOP BUSINESS UNIT KPI

4.1 General

From the objective of the research to develop and apply performance system into

maintenance operation unit, the inyestigation of implementation of the balanced

scorecard concept is observed implementation of this objective is

separated by two major phase  strategy formulation and Key

Performance Indicators de -, The follow tions comprehensively describe
the detail feedback during the' tation f balarced scorecard concept.
4.2 Corporate Vision an

According to the balan this phase is to identify the

corporate vision and strat company’s executive of ABC.

Therefore, the corporate vis n.@? only to clarify direction of the

company, but also are used as thg gﬁﬂ?}h Levery function in the company should
be focused in order ﬁ tegies into the functional

level.

0
The researcher }éi set thé' informal intervieWing with the executives of the company.

The meeting in du &L’g mtﬂﬂﬁ &}ﬂeﬁ‘neetmg, therefore, the

researcher briefly mtroduces the concept of the balanced scorecard the main objective
)

e VO i B L P e s

on the co rate vision and strategy by asking, “What is company corporate vision from

now till the next five year” and “What are the strategies needed to achieve this vision”.
The executives stated the corporate vision and strategies clearly. Therefore, some

statements, which were unclear with the research, were discussed during the meeting.
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Due to the phase of corporate vision and strategy clarification of ABC, the executives set

their vision, which focus on becoming the best seller in Thai car industry. Moreover,
achievement the customer satisfaction, the company focuses on maintains high quality of
product and service. In order to achieve the vision, therefore, the executives have set

corporate strategies as follows (see Figure 4-1):

1. Quality of product and service must be excelled with the same market level.

2. In order to complete the competi

‘V ith the product cost, the internal business

process must be effectlve \

tlvely, anagement is focused.

; the reputation to the customer
N crease ability of organization,

3. Inorder to utilize res
——

4. Strengthening brand
5. In order to sustain i
continuously impr

Gain the maximum j

To become best car
seller and achievement

rengthen brand image

qj Continuous improvement

j: wﬂfj ﬁﬂ m profit
Y W”lmﬁ ST a Y

4.3 Busmess Unit Pre-Survey

Due to the limitation of time during the study, therefore, the goal of this phase is to make
a selection of the most appropriated business unit of ABC, for the implementation of

balanced scorecard concept. The most appropriated business unit for the implementation
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should be the business unit, which is clarified the most available current data based on the

financial, customer, internal business process, and learning/growth perspective.

In order to correct the information, an informal interview was conducted with the
manager of management information system function, who is responsible for designing
database of every function of the company.

As the result of the interview, the mainten department is presented the highest for the

total score based on the availability of ta (see Table 4-1). Therefore, the

ementation of balanced scorecard

concept during the study. / \..‘

// /‘\V{Q\i” e

Tota!l
Department Learning
Score
E‘m \.\ rocess /Growth
Sale | v \ N | 1 7

Engine

Financial -

Store VF_ ==

Purchase ‘ by 1

—
A L & O &

Security

1 2 2
, [V
UNINEIN
Note: 3 = %equately, = aboyt right, 1 = mgequately

ARIAINIUNNIINGIA Y

Table 4-1: Summary of pre-survey of business unit
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4.4 Business Unit Strategy Clarification

According to the balanced scorecard concept at the phase of business unit strategy
clarification, the goal is to identify the business unit strategy. The effective business unit
strategy should be formulated with correlate to the corporate strategies. Therefore, the
business unit strategy is not only to clarify direction of the business unit, but also is used

as the guideline to develop business unit Key Performance Indicator (KPI), which is used

T
J ——— % . .
%ﬂger who is directly in charge of

As the result of the interyi€w “Stag ‘ nit strategy clarification of the

to manage and evaluate the performanc

function.
During the implementation oft his séarcher has set informal interview with
the management level of mai company. The meeting included
a managing of director of t

the maintenance departm

maintenance departme ment has their business unit

strategies, which is co nd strategies. Therefore, the

business urit strategies of

il |
T
v Maintaining {d&.h quality product and

[IDIB ST aFat N—

¢ ¥ Utilization the resource gffectively

d NGB T e

cost

v Improvement capability continuously

Figure 4-2: Business unit strategies of maintenance department
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1. Maintain high quality product and service will maintain high reputation of the

company

2. Improvement the maintenance process, which the maintenance department
focuses at the reduction the duration and cost of whole maintenance process.

3. In order to utilize the resource effectively, the function focuses on reducing waste
during the operation

4. In order to maximize the profit, the cost reduction at Maintenance operation is

focused.

5. In order to sustain in the com arket and increase ability of the
maintenance departmer it y&ment capability of the function is
necessary.

4.5 Translate Business

From the literature reviewy t searcher has| st e concept of the balanced
scorecard. Therefore, fi of business perspective, the

researcher has followed the ecard by translate the business

ok 2l asl

unit strategies into financial, ner, inter process, and learning and growth
A —

perspectives.  Therefore, the business card of the maintenance shall be

developed at this pha

In order to clarify themﬁeaning of each cntical perspmtive however, each critical

perspective is disc F\Tsed as fi

NEINeNINGINT

Financial perspectxve the maintenance department.of the company ,identifies financial

ot L B s o s

operation ¢ st

Customer perspective, the function focuses on achieving satisfaction of the customer by

maintaining high quality of their product and service.
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Internal business perspective, the internal measures for the balance scorecard should

focus on the business processes that have the greatest impact on customer satisfaction and
profit maximize. Therefore, the function considers this perspective on effective internal

process, high quality product, and duration of maintsnance operation.

Learning and growth perspective, the objectives are intended to drive improvement in
financial, customer, and internal process performance for short term and long term.

Therefore, in order to maximize their ance effectively, the function focuses on

continuous improvement on their.@z'
T

Utilization the resource effe ive}y’_—?—.‘
&Y ik e

% " i
Reduction the maintenance operation-cost

- A\ <)
v Improvement capability contifinotsty” - be !

To—

v Maintenance efficiency
v Maintenance quality
v Maintenance timeliness

AUEININTNY
AMIAINTA UM INE

Figure 4-3: Translation business unit strategies




47
4.6 Develop Business Unit Strategic Map

At this stage, since some business unit objectives had been discussed during the interview
with the maragement of the maintenance department, the business unit strategic map is
developed. The researcher used the information on the discussion to develop the business
unit objective. Develop business unit strategic map help management to identify

relationship in term of cause and effect between each business unit objective.

arranging all of the busine bjecti 1. lhe-area of each perspective. Each

business unit objective is ideiti it I er business unit objective.

one another. This thesis sh Cust _ ive because it is, as claimed by

the manager, where the prob m{i@:and_ ieeded immediate attention. For instance, the
researcher determines to solve the%ﬁf}m me satisfaction as a sample way for further

study. Since, it 1S ng ible c the entire ob; jective due to time limitation
constraint. To solve the'p: opera action, it is vital to review on the

rowth and

internal process perspective and further on garning perspective. With all

these review can ﬁﬁﬁﬁlﬁaﬁfﬁﬁw EJ ,] ﬂ j
RIAINTIUNNIINY1AY
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Profit Maximize
Financial

—

Customer

Operation
Oualitv Satisfaction

N/ imeliness
Efficiency : \ . Operation Process
Operation @peration \ X
/ e Internal
7o ﬂ 1 Process
Availabili
Resource

Personal
Improvement

Growth

Figure 4-4: Busiﬂss unit strategic map its relation@ip

ool SR NENTNEINT
s R AR FBE NN DTSR B vusiness uni

PI of the 1naintenance unit based on their businesses objectives (see Table 4-2).

Therefore, the PIs are used as the guideline for the performance evaluation phase.



Goal Objective Pls

Financial Perspective:

\Profit Maximization Management Cost Percentage of management cost from
Reduction operation cost

Customer Perspective:

Fxecutive/Customer Operation Timeliness Percentage of operation time variance

Satisfaction Satisfaction
Product Quality IDegree of quality on finished job
Satisfaction

Store Function Satisfaction {Minimize the storage Average number of day on storing spare part

Internal Business Process Perspective:

nirm
|

\Efficiency Operation \Waste Redx{c:n'\{\
\Providing Quality Quali
Maintenance

Timeliness Of Operation

Process

7}/’7 \

&

n*\

E\Iumbm delay (weekly)

Learning/ Growth Perspective:
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A ___'_x b
\Personal Improvement pleye | =— x\@nmg of employee (hr/week)
Impfov % (EA 4
p! atisfactio creasing of employee's income
Technology/ Method Improvement efficier c iri new technology/method for
mprovement maintenance ¥ < /¢, |operation process N
:.::;;;_
Table 4-2: Preliminary business uni
Lok
A
During the implementatgi-at this-phase; ho’ her implemented based on

his experience, which iﬂim‘i’ :

ent of maintenance unit and

business unit KPI developxa:ent The prellmmary business unit objectives and PIs might

not be practlcalﬁﬂﬁuﬁgnwﬁw ﬁ wﬂﬂﬂoﬁumt of ABC Co, Ltd.

Therefore, in order to establish the most appropriate PI

the maintenance unit, the

e TR R e e
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4.8 Business unit PI Validation

The person, who involves in the management of maintenance unit of the company, has
been invited for the business unit PI validation. The validation inclnded three evaluators,
which are the board of executive director, garage manager, and head of the technician,
each evaluator had experience no less then S years in this field.

The form of PI validation has been devel in order to select the appropriated indicator

for the implementation of th performance evaluation. The PI

validation was based on appli ding to each business objective.
The importance of each indig; the importance scale are ranked
rom 5 represented most i ented-less importance. The validation
form was sent to each e of the form is attached in

Appendix B-i.
As the result of the vali
for the revisior. Therefore nihendatic ns for evision and the summary of the

result of the validation are p

from the validation is attached in Appendix B2 aiid.B-3 respectively.

AULINENTNEINT
RIANTIUNRIINGAY
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4.9Finalize Business Unit Objective

Due to the validation of preliminary business unit objectives the information from the
discussion and recommendation are used to modify the preliminary business unit
objectives. During the Qalidation, the evaluator has recommended some of the business
unit objectives, which is appropriated for the maintenance department. Therefore, the

preliminary business unit objectives are revised for the finalization of the business unit

‘ma &’UCUOH department in Figure 4-4,

,als and business unit objective

objective.

As presented the business uni
the explanation of cause and

are following.

Financial Perspective:

From the vision of the bu eller and achievement customer
e financial perspective that profit

me (see Table 4-4).

satisfaction, the maintenance

maximization of the company m

i - I —
eI

ijectlve

t Reduction

Goaly A

Profit Maximization

ementjﬂost Reduction

Table 44@%% ’%t w@%@% {o fifancial perspective
et Q188 450 g ot

company aré the reduction of the operation cost and the reduction of the management

cost.
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Customer Perspective:

At the area of customer perspective, the maintenance department has set their goal in two
areas; First goal is to satisfy the business unit, which has work co-relation. And second

goal is to satisfy the executives and customer (see Table 4-5)

Goal Objective

Executive/ Customer Satisfaction peration timeliness Satisfaction

t Quality Satisfaction

ost Satisfaction

Store function Satisfactioul—? ] 174 storage

Table 4-5: Busi I and objective stomer perspective

The business unit that has w 10118 : n. Satisfaction achievement of
each business unit is bas of their satisfacti the minimization of storage
time. As satisfaction achie ‘each busii it, therefore, the cost of operation

» ‘ utives based on operation
Die

satisfaction, the executiv would be able to predict and plan fort he company effectively,

T T WA

Internal Business Process Perspectivex

AR1ANN I UANINYA Y

In the area of internal business process perspective, the goals of this perspective are

to achieve the executive

recognized with the major factor, which would help the maintenance department achieve
the goal of customer and financial perspective. Therefore, the goals of the internal
business process perspective are efficiency production, providing quality product, and

timeliness of operation process (see Table 4-6).
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Goal Objective
Efficiency Production Waste Reduction
Providing Quality Product Product Quality Increasing
Timeliness Operaticn Process Availability of Resource
Accuracy of operation time

Table 4-6: Business unit goal and objective due to internal business process perspective

As the efficiency production, the m
as waste reduction. Achie@ thxﬁ,goa gtlsfy the objective of operation
timeliness and operation : feustomer perspective. Therefore,
the objective of operatio: cd at the same time.

For the goal of providi ] jective of this goal is set as product
quality increasing. Accor Phis m oal, the objectives, which are

related to the goal of executi sfagtion also be satisfied.

The objectives of the timeliness ﬁ‘ﬁemj; | process goal are the availability of resource
and accuracy of operatlon txme"-?ﬂleiéfq{e; ‘success. of this goal would also satisfy the

||
Learning and Growth Pej pective

In the perspecn@‘ yﬂﬂgqﬂ&uﬁ ﬂﬂm jdjor goals as personal

improvemen ‘ﬁ: technolo?]and method im aEovenlhnt Thereforé,.these two goals are

e i) wuid gl the mhineribhes kepeinéh (o achicve the

internal busmess process perspective (see Table 4-7).

the supp
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Goal Objective

Personal Improvement Employee Skill Improvement

Employee Satisfaction

Technology/Method Improvement Improvement efficiency of operation process

Table 4-7: Business unit goal and objective due to learning and growth perspective

The goal of personal improvement is, focused at the employee skill improvement and
employee satisfaction. Moreover ogy and method improvement, the

maintenance department foc

—

ciency of operation process.

4.10 Finalize Business

been cone according t ing the discussion and the

implementation of the PIs validation. During the

Comparability of KPLisTherefore, the finalized business ts/ KPIs are selected from the
score with eac he finalized business unit

KPIs is presented in the Table 49,

importance ofeaabﬂnﬁ ﬁt ﬁl E:sj;irye]se%egﬁ gje ;Tbﬁ 4‘-31 0 to Table 4-17
RINNINUNINYIAY

validated PI by rating

Moreover, the information of definition and
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Name of KPI Percentage of management cost from operation cost

Definition of KPI The management cost compares with the total
operation cost, expressed as a percentage of the total
operation cost

Objective of KPI To evaluate the management efficiency during the
operation

Formula of KPI Total management cost * 100
Total operation cost

Name of KPI Owner Financial

Update Frequency monthly

Availability of Data No

ecutive management

Data Sources

Periodicity of KPI
Presentation

Unit of Measure

Table 4-10:

Templ

Name of KPI

Definition of KPI peration cost and the
ressed as a percentage of

Objective of KPI ance efficiency of the

Formula of KPI ated operation cost * 100

N
Name of KPI Owner = >/
Update Frequency monthly

Availability of Data

_EI}NO ' ]l

Current Data Source Executive management

Data Sources

Accounting departfeént and Maintenance department

Periodicity of Kﬂ

{ Presentation

i f@'ﬂﬁ“ﬂ?‘ﬂﬂ?ﬂ'ﬁ

Unit of Measure

4 WIAN

Table 4-11:

@emplateﬁ?:ﬂ«l IAANENA Y
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Name of KPI Average number of day on storing material

Definition of KPI The number of day, which the store department store
operation resource before use

PObjective of KPI To evaluate the performance efficiency of the

maintenance unit due to the resources scheduling

Formula of KPI £ (Date of using niaterial — Receive date of material delivery)

Number of material deliver

Name of KPI Owner Warehouse manager

Update Frequency weekly

Availability of Data Yes

Data Sources

Store department and Maintenance department

Periodicity of KPI
Presentation

Unit of Measure

=\

—“ — - —
Table 4-12: Tem ~§

4

ChARER

SRR

Name of KPI Dereeniage Of value of material lost from used material
Definition of KPI fhe Wvalug material, which is lose during operation,
' value of usage material,
total value of material
Objective of KPI ance efficiency of the
aterial lost control
Formula of KPI 7 ose * 100
Total valuc of material usdge
Name of KPI Owner ~| Technician =~ = 8 Fa
U pdate = = A fj
Frequency I _
Availability of Data ‘)Jo g
1"Current Data Source Executive fianagement
Data Sources __, _ | Maitenance departfnént
Periodicity 071}
KPI Presentatiozﬁll u WI EJ V j w EJ '] ﬂ j
Unit of Measure

AINNENA Y

Table 4-13: Template for I-1
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Name of KPI Average percentage of work quality

Definition of KPI The quality of operation work, expressed as a
percentage

Objective of KPI To evaluate the performance efficiency of the
maintenance unit due to production quality

Formula of KPI Company Record

Name of KPI Owner Technician

Update Frequency

Availability of Data

Data Sources

Periodicity of KPI

Presentation

Unit of Measuré

Table 4-14: Ten

Name ot KPI /

Definition of KPI ] mber of gperation work, which is delay from
e gstimatedWyorking ion

Objective of KPI gvaluate jthey ce efficiency of the

intepance unit due edule control

Formula of KPI ompaiy Reg;

Name of KPI Owner echmnician

Update Frequency weekly ) <)

Availability of Data ™ | Yes = Fa

Data Sources | Maiichaics -

Periodicity of Kpﬁ.};ﬁ.._\ monthly _
Presentation m i m

Unit of Measure N
. ¢

e B HELANBN THEINS
WIANIUNNIINYAY
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Name of KPI Frequency training of worker

Definition of KPI The providing of employee training based on their
scope of work

Objective of KPI To evaluate the performance efficiency of the training
department due to the effective contribution of
employee training

Formula of KPI Company Record

Name of KPI Owner Executive

Update Frequency Semi-annually

Availability of Yes é g ;

Data ;

Data Sources Tr. .

Periodicity of KPI : D

Presentation -

Unit of Measure

Table 4-16: Te

Name of KPI asing of employee’s income
Definition of KPI zmployee’s income, expressed
Objective of KPI T',- B 2, e ormance efficiency of the
Formula of KPI -expenditure of labor

L }l m I3 % 1
Name of KPI Owner ]" - , =i
Update Frequency ~. | Yearly :
Availability of Data . il
Data Sources 2 Accounting department
Periodicity o - Iy |
Presentation | L4 ’J an ﬁ W SJ f] ﬂ ‘i
Unit of Measure ) ' %

&

ABARIDINININYIAY
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4.11 Evaluation

Due to the stage of business unit KPI validation, the business unit KPIs of the
maintenance department of ABC has been successfully reviewed and revised. Moreover,
the evaluator have recommended some of the effective business objectives and KPIs with

the clearly explanation. The business unit KPIs, which have been finalized with the

t at this moment. However, the
number of evaluator and_the~degies of commitment during the validation of each
' . KPIs. According to effectively
performance measuremenig'the business uni !~‘ [ should be re-validated according to the
. r Wy w.~"~\t the study, the business unit
KPIs is used as the guideline : pory \ \ rement at the stage of KPI

Implemertation.

AULINENINYINT
AWM IUNRINYIAY
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