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BUSINESS PERFORMANCE

A means to operational excellence

BY HOWARD COLEMAN
Special to THE WHOLESALER

lem lies the solution.” In businesses

striving to improve, the solution
often lies within performance character-
istics that are unmeasured, buried and
overlooked. These critical measures can
have a major impact in attaining your
company’s goals.

Operationally excellent companies
perform significantly better than the
average companies in all departments.
More profitable, more productive —
and at lower costs. What accounts for
the difference?

An answer lies in how companies
evaluate what they do. “Did we make
money?” “Did we meet our profit objec-
tives?” “Are our costs within budget?”
These are traditional — and critically
important — measures for the effective-
ness of company operations. In fact,
they are the ultimate measures of corpo-
rate success.

However, in a business environment
that is functioning at ever-increasing
speed, these measures are too historical

It is often said that “within the prob-

for day-to-day management. In many
organizations, profit and loss statements
are frequently not available until the
10th of the following month — or later.
To achieve operational excellence — or
even compete in today’s environment —
companies must measure the effectiveness
of activities that will result in the financial
performance they desire. These activity
measurements are defined in terms of per-
formance metrics — measurable targets
for specific performance. The primary
objective of performance metrics is to
provide timely and actionable (hourly,
daily, weekly) information to affect real
time performance, reduce operating
costs, and improve quality and service.

Identify critical performance metrics

The first step in developing perfor-
mance metrics is to identify your organi-
zation’s strategic goals. Once they are
established, define the critical perfor-
mance factors for each functional area in
your company. Then, determine the best
measures for monitoring these critical
functions and you will have identified
your performance metrics.

In sales, the metrics may be the num-

ber of new prospect calls, average order
size or average lines per order. In opera-
tions, the metrics may be inventory
accuracy, shipment accuracy or cost per
delivery. In purchasing and inventory
management, the metrics may be inven-
tory turns and gross margin return.
After identifying the measurements,
targets in each metric should be estab-
lished. Decide where the performance
level should be based on your strategic
objectives, industry leader’s input, etc.
Establish that number as the target.

Performance metrics are motivators

Performance metrics help facilitate
change in part because of their ability to
motivate people. You have to get people
involved — it is the single most impor-
tant incentive. By having metrics, we
now have the tool to involve “the team.”
The metrics should be posted promi-
nently so everyone can see their own or
or their team’s performance.

The results can be dramatic. When a
major wholesale-distributor of electrical
supplies began measuring the productiv-
ity of their distribution center’s through-
put, the rates increased by 45% to 56%!

This type of improvement was a direct
result of working toward a specific goal
where progress was being measured.
Believe it or not, this company thinks it
can do even better!

Gain long-term success

Another value to using performance
metrics is that the results are long last-
ing. If you are continually viewing the
results of performance, you do not want
to go backwards. Rather, you want to
improve performance and sustain the
high levels achieved.

Use performance metrics to discover
the solutions hidden within your compa-
ny. Let them help move you into the

world of operational excellence. 1

Howard Coleman has been the princi-
pal of Mmca Associates, a management
consulting firm, since 1986 and works
primarily with wholesale distribution
companies. He counsels management
and provides value-added and continu-
ous improvement solutions related to
business process re-engineering, supply
chain management, sales development
and revenue generation, and organiza-
tional assessment and development. You
may contact him at 203/732-0603,
hcoleman@mcaassociates.com or on
the web at www.mcaassoci ates.com.

Stock a Mover!

The Saniflo macerating system
IS a proven & reliable alternative to
traditional gravity flow plumbing.

Nationwide support & distribution.  Over 3 million sold.

A proven & profitable addition to any inventory.

Many units support sink, toilet, and/or shower and bathtub.
Helps reduce labor time - faster turn over.

3/4 diameter discharge pipe, which can be run virtually anywhere.

SN IFLO

A Group SFA Company

For more information and a local agent listing, please call:

1 800 363 5874

To see the entire family of Saniflo products visit:
www.saniflo.com
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