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	Chapter 4:

Business Reporting, Visual Analytics, and Business Performance Management




Learning Objectives for Chapter 4
1. Define business reporting and understand its historical evolution 
2. Recognize the need for and the power of business reporting

3. Understand the importance of data/information visualization

4. Learn different types of visualization techniques

5. Appreciate the value that visual analytics brings to BI/BA

6. Know the capabilities and limitations of dashboards

7. Understand the nature of business performance management (BPM)

8. Learn the closed-loop BPM methodology
9. Describe the basic elements of the balanced scorecard

CHAPTER OVERVIEW (  (  (  (  (  (  (  (  (  (  (  (  (  (  ( 
A report is a communication artifact prepared with the specific intention of relaying information in a presentable form. If it concerns business matters, then it is called a business report. Business reporting is an essential part of the business intelligence movement toward improving managerial decision making. Nowadays, these reports are more visually oriented, often using colors and graphical icons that collectively look like a dashboard to enhance the information content. Business reporting and business performance management (BPM) are both enablers of business intelligence and analytics. As a decision support tool, BPM is more than just a reporting technology. It is an integrated set of processes, methodologies, metrics, and applications designed to drive the overall financial and operational performance of an enterprise. It helps enterprises translate their strategies and objectives into plans, monitor performance against those plans, analyze variations between actual results and planned results, and adjust their objectives and actions in response to this analysis.

This chapter starts with examining the need for and the power of business reporting. With the emergence of analytics, business reporting evolved into dashboards and visual analytics, which, compared to traditional descriptive reporting, are much more predictive and prescriptive. Coverage of dashboards and visual analytics is followed by a comprehensive introduction to BPM. As you will see and appreciate, BPM and visual analytics have a symbiotic relationship (over scorecards and dashboards) where they benefit from each other’s strengths.
CHAPTER OUTLINE

4.1
OPENING VIGNETTE: SELF-SERVICE REPORTING ENVIRONMENT SAVES MILLIONS FOR CORPORATE CUSTOMERS



(
Questions for the Opening Vignette

A.
What we can learn from this vignette

4.2
BUSINESS REPORTING DEFINITIONS AND CONCEPTS
A.
WHAT IS A BUSINESS REPORT?

(
Application Case 4.1: Delta Lloyd Group Assures Accuracy and Efficiency in Financial Reporting

1.
Metric Measurement Reports


2.
Dashboard-Type Reports


3.
Balanced Scorecard-Type Reports
B.
COMPONENTS OF THE BUSINESS REPORTING SYSTEM

(
Application Case 4.2: Flood of Paper Ends at FEMA



(
Section 4.2 Review Questions

4.3
DATA AND INFORMATION VISUALIZATION

(
Application Case 4.3: Tableau Saves Blastrac Thousands of Dollars with Simplified Information Sharing
A.
A BRIEF HISTORY OF DATA VISUALIZATION

(
Application Case 4.4: TIBCO Spotfire Provides Dana-Farber Cancer Institute with Unprecedented Insight into Cancer Vaccine Clinical Trials



(
Section 4.3 Review Questions

4.4
DIFFERENT TYPES OF CHARTS AND GRAPHS
A.
BASIC CHARTS AND GRAPHS


1.
Line Chart


2.
Bar Chart


3.
Pie Chart


4.
Scatter Plot


5.
Bubble Chart
B.
SPECIALIZED CHARTS AND GRAPHS

1.
Histogram

2.
Gantt Chart

3.
Pert Chart

4.
Geographic Map

5.
Bullet

6.
Heat Map

7.
Highlight Table

8.
Tree Map



(
Section 4.4 Review Questions

4.5
THE EMERGENCE OF DATA VISUALIZATION AND VISUAL ANALYTICS

(
Technology Insights 4.1: Gartner Magic Quadrant for Business Intelligence and Analytics Platforms

A.
VISUAL ANALYTICS

(
Technology Insights 4.2: Telling Great Stories with Data and Visualization
B.
HIGH-POWERED VISUAL ANALYTICS ENVIRONMENTS



(
Section 4.5 Review Questions

4.6
PERFORMANCE DASHBOARDS
(
Application Case 4.5: Dallas Cowboys Score Big with Tableau and Teknion

A.
DASHBOARD DESIGN

(
Application Case 4.6: Saudi Telecom Company Excels with Information Visualization


B.
WHAT TO LOOK FOR IN A DASHBOARD


C.
BEST PRACTICES IN DASHBOARD DESIGN

D.
BENCHMARK KEY PERFORMANCE INDICATORS WITH INDUSTRY STANDARDS

E.
WRAP THE DASHBOARD METRICS WITH CONTEXTUAL METADATA

F.
VALIDATE THE DASHBOARD DESIGN BY A USABILITY SPECIALIST

G.
PRIORITIZE AND RANK ALERTS/EXCEPTIONS STREAMED TO THE DASHBOARD

H.
ENRICH DASHBOARD WITH BUSINESS USERS’ COMMENTS

I.
PRESENT INFORMATION IN THREE DIFFERENT LEVELS

J.
PICK THE RIGHT VISUAL CONSTRUCT USING DASHBOARD DESIGN PRINCIPLES

K.
PROVIDE FOR GUIDED ANALYTICS




(
Section 4.6 Review Questions

4.7
BUSINESS PERFORMANCE MANAGEMENT
A.
CLOSED-LOOP BPM CYCLE

(
Application Case 4.7: IBM Cognos Express Helps Mace for Faster and Better Business Reporting 



(
Section 4.7 Review Questions

4.8
PERFORMANCE MANAGEMENT
A.
KEY PERFORMANCE INDICATOR (KPI)
B.
PERFORMANCE MEASUREMENT SYSTEM



(
Section 4.8 Review Questions

4.9
BALANCED SCORECARDS
A.
THE FOUR PERSPECTIVES

1.
The Customer Perspective


2.
The Financial Perspective


3.
The Learning and Growth Perspective


4.
The Internal Business Process Perspective
B.
THE MEANING OF BALANCE IN BSC
C.
DASHBOARDS VERSUS SCORECARDS




(
Section 4.9 Review Questions

4.10
SIX SIGMA AS A PERFORMANCE MEASUREMENT SYSTEM

A.
THE DMAIC PERFORMANCE MODEL

B.
BALANCED SCORECARD VERSUS SIX SIGMA

C.
EFFECTIVE PERFORMANCE MANAGEMENT

(
Application Case 4.8: Expedia.com’s Customer Satisfaction Scorecard



(
Section 4.10 Review Questions

Chapter Highlights

Key Terms

Questions for Discussion
Exercises


Teradata University and Other Hands-On Exercises


Team Assignments and Role-Playing Projects
(
End of Chapter Application Case: Smart Business Reporting Helps Healthcare Providers Deliver Better Care

(
Questions for the Case

References

TEACHING TIPS/ADDITIONAL INFORMATION (  (  (  (  (  (  (  (
This chapter is different from those that have gone before or will come in the future. It discusses largely management issues, with secondary attention (though not no attention!) to the technol​o​gies used to support them. Management students will take to such things as the BPM processes or Six Sigma like ducks to water; in fact, they may have already studied some of them in other courses. Technically oriented students may wonder why you’re wasting their time. 

The fact is that a great deal of BI work today is focused on BPM and the other areas cov​ered in this chapter. They are today’s version of what was once called an “executive information system,” highly evolved but conceptually similar. Other than the technology having changed, so has the way these systems are used. The old EIS was pretty much independent of everything else that went on in the company; it could be used, or not used, according to the whims of each exec​utive. Today’s BPM software is integrated into the planning structure of the organization. Using it is not optional. As regards your students: understanding that structure isn’t optional either if they are to work with this kind of software.

If you happen to have mostly a technical background yourself, you may find some of the concepts in this chapter a bit alien and difficult to teach. If it’s practical in your situation, you may be able to prevail on one of your more business-oriented colleagues to take a class or two at this point. 

From a pedagogic point of view, this chapter is more unified than some of the others because it covers a subject area which is itself inherently more unified. You won’t have to add as many transitions from one topic to the next; they’re already there. Students will probably find that it flows better, too. Compared to the earlier chapters, you (and they) will probably also find that the Questions for Discussion at the end involve more hard work!

Section 4.2, the first section after the opening vignette, introduces business reporting concepts. The role of reporting is shown in the overall context of information technology, business functions, and managerial decision making. Three main categories of reports are described (metric management, dashboard-type, and balanced scorecard). You may find that this breakdown is different from what you’ve read in previous texts. For example, reporting systems have often been delineated between static, ad hoc (custom), and exception reports. But in this chapter, the notion of “static” reports is deemphasized, and reports are generally thought of as highly interactive and graphical entities.

Section 4.3 gives a history of data and information visualization. Students will be interested to see how ancient the ideas behind visualization are. Spend some time talking about Minard’s graphic of Napoleon’s Russian campaign (Figure 4.3). Students can see how color coding, sizes of visual entities, and geographic overlays can combine to form a rich information visualization. Later, when discussing different types of charts and graphs from section 4.4, you can compare Minard’s visualization with the GapMinder example of Figure 4.4. Here, size also plays a role (compare the size of Minard’s band depicting army size with the size of bubbles depicting country populations). Another thing to do in this lecture would be to actually go to gapminder.com and watch the motion chart in action.

Section 4.5 discusses visual analytics, and distinguishes this topic from simple information visualization. Note that a sizable emphasis of visual analytics (as opposed to information visualization) is on its utility for prescriptive analytics (not just descriptive). Keep in mind that prescriptive analytics topics aren’t discussed in depth until chapter 5, so students might not have enough context to truly appreciate the topics of this section until later. Another theme in this section is the importance of storytelling. Business reporting should tell compelling stories.

Section 4.6 explores dashboards, which leads naturally into section 4.7’s discussion of BPM. The basic BPM methodology breaks down into four processes, which are discussed in 4.7. Once students understand the processes, the rest of the chapter looks at specific aspects of them in more depth. In many cases these discussions are connected back to the four processes of BPM. In others, you might want to make the connection explicit yourself.  Section 4.8 introduces performance measurement. This is followed in Sections 4.9 and 4.10 with discussions of Balanced Scorecard (BSC) and Six Sigma, respectively. It’s useful to compare these two and emphasize the strategic vs. operational nature of the two performance management approaches. 

There are eight application cases in this chapter, and all bring some real-world examples that you can use to reinforce the concepts covered in this chapter. Many of the applications involve utilizing multiple reporting and performance management approaches and technologies. 
ANSWERS TO END OF SECTION REVIEW QUESTIONS(  (  (  (  (  (
Section 4.1 Review Questions
1. 
What does Travel and Transport, Inc., do?
Travel and Transport, Inc., is the sixth largest travel management company in the United States, with more than 700 employee-owners located nationwide. The company has extensive experience in multiple verticals, including travel management, loyalty solutions programs, meeting and incentive planning, and leisure travel services.
2. 
Describe the complexity and the competitive nature of the business environment in which Travel and Transport, Inc., functions.

The travel industry is a very crowded marketplace. With travel arrangements often made on an ad hoc basis, customers find it difficult to analyze costs or instate optimal purchase agreements. 
3. 
What were the main business challenges?
In the field of employee travel services, the ability to effectively communicate a value proposition to existing and potential customers is critical to winning and retaining business. With travel arrangements often made on an ad hoc basis, customers find it difficult to analyze costs or instate optimal purchase agreements. Travel and Transport wanted to overcome these challenges by implementing an integrated reporting and analysis system to enhance relationships with existing clients, while providing the kind of value-added services that would attract new prospects.
4. 
What was the solution? How was it implemented?
Travel and Transport implemented Information Builders’ WebFOCUS business intelligence (BI) platform (called eTTek Review) as the foundation of a dynamic customer self-service BI environment. This dashboard-driven expense-management application helps more than 800 external clients, and more than 200 internal employees, to plan, track, analyze, and budget their travel expenses more efficiently, and generate more precise forecasts. The approach was to create an online system that allows clients to access information directly, so they won’t have to rely on the IT department to run reports for them.
5. 
Why do you think a multi-vendor, multi-tool solution was implemented?

Travel and Transport decided to combine multiple vendor tools, including Adobe Flex, WebFOCUS, DB2, and Global Distribution Systems (GDS). A combination of vendors and tools was required for their solution; each vendor brings a unique technological contribution to the mix. Adobe helps with the reporting features, WEBFOCUS contributes online BI capabilities, DB2 serves as the database back-end, and GDS brings the domain expertise (i.e., travel agency knowledge) into the system. 
6. 
List and comment on at least three main benefits of the implemented system. Can you think of other potential benefits that are not mentioned in the case?
The implemented system benefits customers by enabling them to plan, track, analyze, and budget their travel expenses more efficiently. Customers are getting the best pricing from airlines, hotels, and car rental companies. For employees, including customer service representatives, the system helps with forecasting and quickly responding to client needs. Metrics derived from actionable data are key to helping Travel and Transport negotiate with their suppliers, enforce their travel policy, and save their company money.
Section 4.2 Review Questions
1.

What is a report? What are they used for?

A report is any communication artifact prepared with the specific intention of conveying information in a presentable form to whoever needs it, whenever and wherever they may need it. It is usually a document that contains information (usually driven from data and personal experiences) organized in a narrative, graphic, and/or tabular form, prepared periodically (recurring) or on an as-required (ad hoc) basis, referring to specific time periods, events, occurrences, or subjects.

2.
What is a business report? What are the main characteristics of a good business report?
A business report is a written document that contains information regarding business matters. Business reporting (also called enterprise reporting) is an essential part of the larger drive toward improved managerial decision making and organizational knowledge management. The foundation of these reports is various sources of data coming from both inside and outside the organization. Creation of these reports involves ETL (extract, transform, and load) procedures in coordination with a data warehouse and then using one or more reporting tools. While reports can be distributed in print form or via e-mail, they are typically accessed via a corporate intranet. Primary characteristics of a good business report include clarity, brevity, completeness, and correctness. 

3. Describe the cyclic process of management and comment on the role of business reports.
The cyclic process of management, as illustrated in Figure 4.1, involves these steps: data acquisition leads to information generation which leads to decision making which leads to business process management. Perhaps the most critical task in this cyclic process is the reporting (i.e., information generation)—converting data from different sources into actionable information.

4. List and describe the three major categories of business reports.

There are a wide variety of business reports, which for managerial purposes can be grouped into three major categories: metric management reports, dashboard-type reports, and balanced scorecard-type reports. Metric management reports involve outcome-oriented metrics based on service level agreements and/or key performance indicators. Dashboard-type reports present a range of performance indicators on one page, with both static/predefined elements and customizable widgets and views. Balanced scorecard reports present an integrated view of a company’s health and include financial, customer, business process, and learning/growth perspectives.
5. What are the main components of a business reporting system?
A business reporting system includes several components. One is the online transaction processing system (ERP, POS, etc.) that records transactions. A second is a data supply that takes recorded events and transactions and delivers them to the reporting system. Next comes an ETL component that ensures quality and performs necessary transformations prior to loading the data into a data store. Then there is the data storage itself (such as a data warehouse). Business logic converts the data into the reporting outputs. Publication distributes or hosts the reports for end users. And finally assurance provides a quality control check on the reports and their dissemination.

Section 4.3 Review Questions
6. What is data visualization? Why is it needed?

Data visualization, perhaps more appropriately called “information visualization,” is the use of visual representations to explore, make sense of, and communicate data. It is closely related to the fields of information graphics, scientific visualization, and statistical graphics. What is portrayed in visualizations is the information (aggregations, summarizations, and contextualization) and not the data.  Companies and individuals increasingly rely on data to make good decisions. Because data is so voluminous, there is a need for visual tools that help people understand it.

7. What are the historical roots of data visualization?

Predecessors to data visualization date back to the second century AD. Today’s most popular visual forms date back a few centuries. Geographical exploration, mathematics, and popularized history spurred the creation of early maps, graphs, and timelines as far back as the 1600s.  The now familiar line and bar charts date back to the late 1700s. Charles Joseph Minard used visualizations to graphically portray the losses suffered by Napoleon’s army in the Russian campaign of 1812. The 1900s saw the rise of a more formal, empirical attitude toward visualization, which tended to focus on aspects such as color, value scales, and labeling. In the 2000s the Internet has emerged as a new medium for visualization, and added interactivity to previously static graphics.
8. Carefully analyze Charles Joseph Minard’s graphical portrayal of Napoleon’s march. Identify and comment on all of the information dimensions captured in this ancient diagram.
In this graphic Minard managed to simultaneously represent several data dimensions, including the size of the army, direction of movement, geographic locations, outside temperature, etc. He did this in an artistic and informative manner. The background of the image is a map depicting the location of battles. There is a thick lighter band that shows the size of Napoleon’s army at each position, and a dark lower one that depicts the retreat. A line at the bottom depicts temperatures at each position in time and space.
9. Who is Edward Tufte? Why do you think we should know about his work?

Edward Tufte is a statistician whose website chronicles many historical data visualizations, including Minard’s graphic of Napoleon’s defeat. His work can bring insights into how to follow best practices for information visualization.
10. What do you think the “next big thing” is in data visualization?
The future of data/information visualization is very hard to predict. We can only extrapolate from what has already been invented: more three-dimensional visualization, more immersive experience with multidimensional data in a virtual reality environment, and holographic visualization of information. There is a pretty good chance that we will see something that we have never seen in the information visualization realm invented before the end of this decade.
Section 4.4 Review Questions
1. Why do you think there are large numbers of different types of charts and graphs?

Different types of charts are appropriate for conveying different types of information. Line graphs are good for time-series data. Bar charts are good for depicting nominal or numerical data that can be easily categorized. Pie charts should be used for depicting proportions. Scatter plots and bubble charts are good for illustrating relationships between two or three variables (bubble charts add a dimension via the size of the dot). Histograms are like bar charts, except they depict frequency distributions. Gantt charts and PERT charts are good at illustrating project timelines and task dependencies. Geographic maps, of course, show geographic information. Bullet graphs show progress toward a goal. Heat maps and highlight tables illustrate the comparison of continuous values across two categories using color. Tree maps are good for showing hierarchical information. Even though these charts and graphs cover a major part of what is commonly used in information visualization, they by no means cover it all. Nowadays, one can find many other specialized graphs and charts that serve a specific purpose.
2. What are the main differences among line, bar, and pie charts? When should you choose to use one over the other?

Line graphs are good for time-series data. Bar charts are good for depicting nominal or numerical data that can be easily categorized. Pie charts should be used for depicting proportions. You shouldn’t use pie charts if the number of categories is very large.

3. Why would you use a geographic map? What other types of charts can be combined with a geographic map?

Geographic maps are useful when the data set includes any kind of location data, including addresses, postal codes, state names or abbreviations, country names, latitude/longitude, or some type of custom geographic encoding. Maps can be used in conjunction with other charts and graphs. For instance, one can use maps to show distribution of customer service requests by product type (depicted in pie charts) by geographic locations.
4. Find two more charts that are not covered in this section, and comment on their usability.
A concept map is a diagram that shows relationships between concepts, usually showing specific ideas and information as boxes and using arrows to connect them. Concept maps are often used by designers and engineers to organize ideas.

Another type of chart is an organization chart (or org-chart). This is a hierarchical, tree-structured chart that shows how an organization is structured and how its parts and jobs are related. 

A motion chart is like a bubble chart in that it depicts data on dimensions of the x-axis, y-axis, size, and color of bubbles. In addition, however, it is also animated, so that bubbles move and resize themselves over time. The gapminder example from Figure 4.4 is an example of a motion chart.

Section 4.5 Review Questions
1. 
What are the reasons for the recent emergence of visual analytics?
The growth of visual analytics correlates with the growth of analytics in general. More BI and analytics vendors are becoming aware that their customers require quick and preferably interactive visualizations, not just for their normal reporting systems, but also to illustrate predictive and prescriptive decision-making information. Many of the information visualization vendors are adding the capabilities to call themselves visual analytics solution providers. Conversely, analytics solution providers such as SAS are embedding their analytics capabilities into a high-performance data visualization environment that they call visual analytics.
2. 
Look at Gartner’s Magic Quadrant for Business Intelligence and Analytics Platforms. What do you see? Discuss and justify your observations.

What we can see from Gartner’s Magic Quadrant is that the vast majority of the “challengers” in the visual analytics space are considered to be “niche players,” while all of the “leaders” are “visionaries.” Most of the leaders are either relatively recently founded information visualization companies (e.g., Tableau Software, QlikTech, or Tibco Spotfire) or are well-established, large analytics companies (e.g., SAS, IBM, Microsoft, SAP, or MicroStrategy) that are increasingly focusing their efforts in information visualization and visual analytics. This chart, and the Gartner report from which it comes, shows that data discovery/visualization has become a mainstream architecture, perhaps surpassing the OLAP/semantic offerings of traditional BI vendors. This is further evidenced by the change of name of the magic quadrant from “BI” to “BI and Analytics.”
3. 
What is the difference between information visualization and visual analytics?
Visual analytics is the combination of visualization and predictive analytics. While information visualization is aimed at answering “what happened” and “what is happening” and is closely associated with business intelligence (routine reports, scorecards, and dashboards), visual analytics is aimed at answering “why is it happening,” “what is more likely to happen,” and is usually associated with business analytics (forecasting, segmentation, and correlation analysis).
4.
Why should storytelling be a part of your reporting and data visualization?
The central idea of business reporting is to tell a story. Everyone who has data to analyze has stories to tell, whether it’s diagnosing the reasons for manufacturing defects, selling a new idea in a way that captures the imagination of your target audience, or informing colleagues about a particular customer service improvement program. Stories bring life to data and facts. They can help you make sense and order out of a disparate collection of facts. They make it easier to remember key points and can paint a vivid picture of what the future can look like. Stories also create interactivity—people put themselves into stories and can relate to the situation. People will be much more engaged and receptive if information is presented to them in a story format.
5. 
What is a high-powered visual analytics environment? Why do we need it?
A high-powered visualization environment is one in which high-performance, in-memory solutions are applied to exploring massive amounts of data in a very short time (almost instantaneously). Due to the increasing demand for visual analytics coupled with fast-growing data volumes, there is an ever-growing need to invest in highly efficient visualization systems. SAS Visual Analytics is an example of such an environment. These systems help to empower larger numbers of users, solve complex problems more quickly, and improve collaboration and information sharing. By enabling end-users, IT staff are freed up. In addition, these tools allow for growth at a self-determined pace.
Section 4.6 Review Questions
1.

What is a performance dashboard? Why are they so popular for BI software tools?

Performance dashboards provide visual displays of important information that is consolidated and arranged on a single screen so that information can be digested at a single glance and easily drilled in and further explored. They are common components of most, if not all, performance management systems, performance measurement systems, BPM software suites, and BI platforms. Dashboards pack a lot of information into a single screen, which is one reason for their popularity.
2.

What are the graphical widgets commonly used in dashboards? Why?

Dashboards can include many kinds of visual widgets, including charts, performance bars, sparklines, gauges, meters, stoplights, geographic maps, etc. These help to highlight, at a glance, the data and exceptions that require action. A picture tells a thousand words, and through the use of many graphical widgets, a dashboard can convey a wealth of information to decision makers in a short time.
3.

List and describe the three layers of information portrayed on dashboards.
The three layers of information found in most dashboards are:

1. Monitoring. Graphical, abstracted data to monitor key performance metrics.

2. Analysis. Summarized dimensional data to analyze the root cause of problems.

3. Management. Detailed operational data that identify what actions to take to resolve a problem.
4.
What are the common characteristics of dashboards and other information visuals?
All well-designed dashboards share some common characteristics. They use visual components (e.g., charts, performance bars, sparklines, gauges, meters, stoplights) to highlight, at a glance, the data and exceptions that require action.  They are transparent to the user, meaning that they require minimal training and are extremely easy to use. They combine data from a variety of systems into a single, summarized, unified view of the business. They enable drill-down or drill-through to underlying data sources or reports, providing more detail about the underlying comparative and evaluative context. They present a dynamic, real-world view with timely data refreshes, enabling the end user to stay up to date with any recent changes in the business. And they require little, if any, customized coding to implement, deploy, and maintain.
5.
What are the best practices in dashboard design?
· Benchmark key performance indicators with industry standards.

· Wrap the dashboard metrics with contextual metadata (e.g. data source, data currency, refresh schedule).

· Prioritize and rank alerts/exceptions streamed to the dashboard.

· Enrich the dashboard with business users’ comments.

· Present information in three different levels (visual dashboard, static report, and self-service cube).
· Pick the right visual construct using dashboard design principles.
· Provide for guided analytics.

Section 4.7 Review Questions
1.
What is business performance management? How does it relate to BI?

Business performance management (BPM) refers to the business processes, methodologies, metrics, and technologies used by enterprises to measure, monitor, and manage business performance. It is also known as corporate performance management (CPM), enterprise performance management (EPM), and strategic enterprise management (SEM). It can be considered to be a type of BI tool/technique.  The most significant differentiator of BPM from any other BI tools and practices is its strategy focus. BPM encompasses a closed-loop set of processes that link strategy to execution in order to optimize business performance.
2.
What are the three key components of a BPM system?

According to Colbert (2009), a BPM encompasses three key components. The first is a set of integrated, closed-loop management and analytic processes (supported by technology) that addresses financial as well as operational activities. The second involves tools for businesses to define strategic goals and then measure and manage performance against those goals. And the third component involves a core set of processes, including financial and operational planning, consolidation and reporting, modeling, analysis, and monitoring of key performance indicators (KPIs), linked to organizational strategy.
11. List and briefly describe the four phases of the BPM cycle.
The BPM cycle contains four main phases. First is to strategize. This involves answering the question, “Where do we want to go?”, and involves a high-level, long-term plan. Missions, visions, and objectives are key components of this phase. The second phase is to plan, which answers the question, “How do we get there?” Key elements here are a detailed operational plan and a financial plan including budget. The next phase is to monitor and analyze, which answers the question, “How are we doing?” Here is where KPIs, dashboards, reporting, and analytics are helpful. Finally come action and adjustment, based on comparing our analysis results against our plans. Sometimes this means changing the way we operate, and sometimes it means adjusting our strategy.
12. Why is strategy the most important part of a BPM implementation?
Strategy is the art and the science of crafting decisions that help businesses achieve their goals. More specifically, it is the process of identifying and stating the organization’s mission, vision, and objectives. Business strategy provides an overall direction to the enterprise, which is why it is so important.
Section 4.8 Review Questions
1.

What is a performance management system? Why do we need one?

The purpose of a performance management system is to (a) identify and articulate the strategic mission, goals and objectives of an organization, and (b) assist managers in tracking the implementations of business strategy by comparing actual results against these strategic goals and objectives. The latter task is accomplished by a performance measurement system, which can be considered a subset of the overall performance management system. A performance measurement system typically comprises systematic methods of setting business goals together with periodic feedback reports that indicate progress against goals. This is a key and necessary element of the BPM process.
2.

What are the most distinguishing features of KPIs?

The key features described in the book are strategy, targets, ranges, encodings, time frames, and benchmarks. KPIs embody strategic objectives and measure performance against specific targets, based on specified ranges of values. Encodings provide visual cues (e.g., color) to indicate how close or far from a target we are on a particular metric. Benchmarks provide something to compare against.
3.
List and briefly define four of the most commonly cited operational areas for KPIs.

· Customer performance. Metrics for customer satisfaction, speed and accuracy of issue resolution, and customer retention.

· Service performance. Metrics for service-call resolution rates, service renewal rates, service-level agreements, delivery performance, and return rates.

· Sales operations. New pipeline accounts, sales meetings secured, conversion of inquiries to leads, and average call closure time.

· Sales plan/forecast. Metrics for price-to-purchase accuracy, purchase order-to- fulfillment ratio, quantity earned, forecast-to-plan ratio, and total closed contracts.
4.
What is a performance measurement system? How does it work?

A performance measurement system is one component of a performance management system. The most popular performance measurement systems in use are some variant of Kaplan and Norton’s balanced scorecard (BSC). 
Section 4.9 Review Questions

1.
What is a balanced scorecard (BSC)? Where did it come from? 
Balanced Scorecard was first developed by Kaplan and Norton in their 1992 Harvard Business Review article, “The Balanced Scorecard: Measures That Drive Performance.” It is a performance management system whose key feature is that it does not rely solely on financial measures of success. Over the past few years, BSC has become a generic term that is used to represent virtually every type of scorecard application and implementation, but it is intended to emphasize a strategic focus.
2.
What are the four perspectives that BSC suggests us to use to view organizational performance? 

The four perspectives are: customer, financial, internal business processes, and learning and growth. If customers are not satisfied, they will eventually find other suppliers that will meet their needs. Poor performance from this perspective is thus a leading indicator of future decline, even though the current financial picture may look good. Timely and accurate funding data will always be a priority, and managers will do whatever is necessary to provide it. This should include risk analysis. In the current climate of rapid technological change, it is becoming necessary for knowledge workers to be in a continuous learning and growing mode. Metrics based on this perspective allow the managers to know how well their internal business processes and functions are running, and whether the outcomes of these processes (i.e., products and services) meet and exceed the customer requirements (the mission).
3.
Why do we need to define separate objectives, measures, targets, and initiatives for each of these four BSC perspectives?
BSC is designed to overcome the limitations of systems that are financially focused. An organization’s vision and strategy should recognize the interrelation between financial and nonfinancial objectives, measures, targets, and initiatives. Therefore, nonfinancial objectives form a simple causal chain with “learning and growth” driving “internal business process” change, which produces “customer” outcomes that are responsible for reaching a company’s “financial” objectives.
4.

What is the meaning of and motivation for balance in BSC?
In BSC, the term “balance” arises because the combined set of measures is supposed to encompass indicators that are financial and nonfinancial, leading and lagging, internal and external, quantitative and qualitative, and both short term and long term.
5.

What are the differences and commonalities between dashboards and scorecards?

These terms are often used interchangeably, and they share many common features. The main difference is that scorecards are used by executives, managers, and staff to monitor strategic alignment and success with strategic objectives and targets. By contrast, dashboards are used at the operational and tactical levels. Managers, supervisors, and operators use operational dashboards to monitor detailed operational performance on a weekly, daily, or even hourly basis. 
Section 4.10 Review Questions
1.

What is Six Sigma? How is it used as a performance measurement system? 
Most companies use Six Sigma as a process improvement methodology that enables them to scrutinize their processes, pinpoint problems, and apply remedies. It's not used much as a performance management or measurement methodology. As a performance tool, it is aimed at reducing the number of defects in a business process to as close to zero DPMO (defects per million opportunities) as possible.
2.

What is DMAIC? List and briefly describe the steps involved in DMAIC.
DMAIC is a closed loop performance improvement model that involves the following steps: define, measure, analyze, improve, and control. First, you define the goals, objectives, and boundaries of the improvement activity. Next, you measure the existing system, in order to monitor its performance against the goals. Then, you analyze the system to identify ways to eliminate the gap between the current performance of the system or process and the desired goal. This leads to improvement, which involves initiating actions to reduce these gaps. Finally, control involves modifying compensation and incentive systems, policies, procedures, manufacturing resource planning, budgets, operation instructions, or other management systems.
3.
Compare BSC and Six Sigma as two competing performance measurement systems.
BSC is focused on improving overall strategy, whereas Six Sigma is focused on improving processes. BSC gives a longer-term view of the organization, whereas Six Sigma gives a snapshot at a particular point in time of its operational effectiveness. BSC focuses on long-term growth, whereas Six Sigma emphasizes current profitability. These are a few of the differences between the two. Some companies choose to give a more holistic performance assessment by combining elements of both approaches.
4.

What are the ingredients for an effective performance management system?

Effective performance management/measurement should focus on key factors. It should mix past, present, and future. Also, it should balance the needs of shareholders, employees, partners, suppliers, and other stakeholders. Performance measures should start at the top and flow to the bottom, and should involve  targets that are based on research and reality rather than arbitrary.
ANSWERS TO APPLICATION CASE QUESTIONS FOR DISCUSSION(  (  
Application Case 4.1: Delta Lloyd Group Assures Accuracy and Efficiency in Financial Reporting

1. 
How did Delta Lloyd Group improve accuracy and efficiency in financial reporting?
They switched from a manual, spreadsheet-based process to utilizing IBM Cognos for their financial reporting. 

2.
What were the challenges, the proposed solution, and the obtained results?
The most challenging part of the reporting process is the “last mile”—the stage at which the consolidated figures are cited, formatted, and described to form the final text of the report. They used to do this with Microsoft Excel and manual processes, which is very time consuming and error-prone. Accuracy is essential in financial reporting, since errors could lead to penalties, reputational damage,

and even a negative impact on the company’s stock price. The solution was to implement IBM Cognos Financial Statement Reporting (FSR). This allowed the workload to be divided up, so that staff were able complete the report with 25% less overtime. It also allowed more flexibility; staff members could update figures automatically across the whole report which reduced the scope for manual error inherent in spreadsheet-based processes and activities.
3. 
Why is it important for Delta Lloyd Group to comply with industry regulations?
Since Delta Lloyd Group is publicly listed on the NYSE Euronext Amsterdam, it is obliged to produce annual and half-year reports. Their subsidiaries must also produce reports to fulfill local legal requirements for banking and insurance purposes. They must provide reports to meet international requirements, such as the IFRS (International Financial Reporting Standards).

Application Case 4.2: Flood of Paper Ends at FEMA

1. 
What is FEMA and what does it do?
The Federal Emergency Management Agency (FEMA) is a U.S. federal agency that coordinates disaster response when the President declares a national disaster.
2.
What are the main challenges that FEMA faces?
When a disaster occurs, FEMA is inundated with a huge amount of paperwork to sift through in order to administer the National Flood Insurance Program (NFIP). Sifting through this paperwork is very cumbersome and labor-intensive.
3. 
How did FEMA improve its inefficient reporting practices?
The solution was to implement a system based on WebFOCUS software from Information Builders. As a result, FEMA staff can now browse insurance data posted on NFIP’s BureauNet intranet site, select just the information they want to see, and get an onscreen report or download the data as a spreadsheet. This also allows them to create custom reports without having to go through their IT provider, CSC. The first major test of this system was Tropical Storm Allison, and BureauNet worked very well.  It also has been able to scale up to handle increased demand.

Application Case 4.3: Tableau Saves Blastrac Thousands of Dollars with Simplified Information Sharing

1. 
How did Blastrac achieve significant cost saving in reporting and information sharing?
They switched from a manual, Excel-based approach of reporting to using Tableau Software for data visualization and reporting.
2.
What were the challenge, the proposed solution, and the obtained results?
Blastrac depends on the creation and distribution of reports across the organization to make business decisions, but had no consistent reporting method in place. This caused them to spend a lot of time extracting data from the multiple ERP systems, loading it into several Excel spreadsheets, creating filtering capabilities, and establishing predefined pivot tables. This led to many errors. An enterprise BI system would have been too costly. So, they deployed two data visualization tools from Tableau Software (Tableau Desktop to create reports and Tableau Reader to view and filter them). As a result, only one hour per week is now required to create reports. Also, updates to these reports happen automatically through Tableau. This has resulted in a 95 percent increase in productivity.
Application Case 4.4: TIBCO Spotfire Provides Dana-Farber Cancer Institute with Unprecedented Insight into Cancer Vaccine Clinical Trials

1. 
How did Dana-Farber Cancer Institute use TIBCO Spotfire to enhance information reporting and visualization?
TIBCO Spotfire was used to conduct data exploration and discovery regarding data from clinical trials that had been recorded in an XML-based data registry.  This automated process was much more effective and efficient than manual, spreadsheet-based data analysis.
2.
What were the challenges, the proposed solution, and the obtained results?
Dana Farber needs to study data from many sources in order to understand the relationships underlying the data and identify trends and patterns from clinical vaccine trials. This data was obtained from 645 clinical trials related to cancer vaccines. The data was extracted in XML from the ClinicalTrials.gov website. There is great inconsistency and redundancy in this data registry. It was too difficult and time consuming to analyze information from the multiple data sources separately using spreadsheets. The solution was to use TIBCO Spotfire DXP (Spotfire) computational and visual analysis tool for data exploration and discovery. This solution provides the Dana-Farber and the research community at large with a better understanding of the cancer vaccine clinical trials landscape and enables rapid insight into the hotspots of cancer vaccine activity, as well as into the identification of neglected cancers.
Application Case 4.5: Dallas Cowboys Score Big with Tableau and Teknion

1. 
How did the Dallas Cowboys use information visualization?
They incorporated Tableau and Teknion to assist with visualizing and understanding their merchandising activities, involving the complete supply chain from manufacture to end customer.
2.
What were the challenge, the proposed solution, and the obtained results?
The Dallas Cowboys Merchandising Division needed more visibility into their data so they could run more profitably. Microsoft was selected as the baseline platform that had been selected was not sufficient for the task. Tableau and Teknion together provided real-time reporting and dashboard capabilities that provided the necessary visualization functionality to meet and exceed the Cowboys’ requirements. Now, for the first time, the Dallas Cowboys are able to monitor their complete merchandising activities from manufacture to end customer and see not only what is happening across the life cycle, but drill down even further into why it is happening.
Application Case 4.6: Saudi Telecom Company Excels with Information Visualization

1. 
Why do you think telecommunication companies are among the prime users of information visualization tools?
Telecommunications companies typically have millions of customers, contacting them constantly for billing, payment, network usage, and support. All of this information has to be monitored in a timely fashion.
2.
How did Saudi Telecom use information visualization?
STC used visualization to monitor information regarding network statistics, service analytics, and customer calls. Part of this requires prioritizing and contextualizing the data, identifying the relevant metrics, and viewing KPIs. 
3. 
What were their challenges, the proposed solution, and the obtained results?
STC needed to identify the relevant metrics, properly visualize them, and provide them to the right people, often with time-sensitive information. But executives didn’t have the ability to see key performance indicators in a timely fashion. They would have to contact the technical teams to get status reports, which often came too late and to be of benefit for preventing problems before they happen. The solution was to contract with Dundas business intelligence consultants to refine the telecommunication dashboards and improve their functionality. This led to engagement on an enterprise-wide, mission-critical project to transform their data center and create a more proactive monitoring environment. Dundas’ information visualization tools allowed STC to see trends and correct issues before they became problems. This resulted in a decrease in the amount of service tickets by 55 percent.
Application Case 4.7: IBM Cognos Express Helps Mace for Faster and Better Business Reporting
1. 
What was the reporting challenge Mace was facing? Do you think this is an unusual challenge specific to Mace?
Many of Mace’s international projects are contracted on a fixed-price basis, and their success depends on the company’s ability to control costs and maintain profitability. Until recently, the only way for senior managers to gain a full understanding of international operations was a monthly report, based on a complex spreadsheet which drew data from numerous different accounting systems in subsidiaries around the world. This spreadsheet had about 40 tabs and hundreds of cross-links, which meant it was very easy to introduce errors, and the lack of a standardized approach was affecting accuracy and consistency. 

This is not a unique problem for Mace. Many businesses face similar issues, especially those with an international component who contract on fixed-price basis like Mace.
2.
What was the approach for a potential solution?
The solution was to use IBM Cognos Express as the foundation of their international reporting platform; they were already using Cognos for their domestic business. The implementation was completed within six months.
3. 
What were the results obtained in the short term, and what were the future plans?
The resulting system produces much more useful and dynamic reports, including drill-down capabilities. Reporting is automated and easily customizable. Mace is now in a better position to monitor performance and maintain profitability while ensuring that their projects are delivered on time and within budget. In the future, Mace is working to unite all its UK and international subsidiaries into this single financial reporting and budgeting system. The company also plans to continue working with IBM to explore other possible benefits of Cognos for facilitating standardization and financial control.
Application Case 4.8: Expedia.com’s Customer Satisfaction Scorecard

1. 
Who are the customers for Expedia.com? Why is customer satisfaction a very important part of their business?
Expedia, Inc., is the parent company to some of the world’s leading travel companies (hotels.com, hotwire.com, expedia.com). Therefore, it acts as an online travel agent for consumers who want to travel. Because Expedia.com is an online business, the customer’s shopping experience is critical to Expedia’s revenues. The online shopping experience can make or break an online business. Obviously, the travel experience is also critical to Expedia’s success.
2.
How did Expedia.com improve customer satisfaction with scorecards?
Scorecards give Expedia much better insight into customer satisfaction by providing staff, managers and executives instant visualization and reporting of patterns and trends. Through KPIs, the scorecard also allows for comparison of the customer patterns and trends to Expedia’s corporate goals and objectives.
3. 
What were the challenges, the proposed solution, and the obtained results?
Because the customer experience is critical, all customer issues need to be tracked, monitored, and resolved as quickly as possible. But Expedia had no uniform way of measuring satisfaction, of analyzing the drivers of satisfaction, or of determining the impact of satisfaction on the company’s profitability or overall business objectives. However, there was plenty of data to work with. It took a business analyst two to three weeks every month to pull and aggregate the data, leaving virtually no time for analysis. Expedia’s solution was to start by identifying key drivers of customer satisfaction. From these drivers, the customer satisfaction group constructed a scorecard application. They came up with 10 to 12 objectives that linked directly to Expedia’s corporate initiatives, which translated into more than 200 KPIs. This involved three steps: deciding how to measure satisfaction, setting performance targets, and putting the data into context. All of this was applied to their data warehouse (which they called DSS Factory). As a result, managers and executives have a transparent view of how well actions are aligning with the strategy, with the ability to drill down into the data underlying any of the trends or patterns observed. This would have taken weeks to do previously. Other business units are also benefitting.
ANSWERS TO END OF CHAPTER QUESTIONS FOR DISCUSSION(  (  (  
13. What are the best practices in business reporting? How can we make our reports stand out?

Business reporting is about good story-telling. Here are some best practices for telling compelling stories with your business report: Think of your analysis as a story—use a story structure. Be authentic—your story will flow. Be visual—think of yourself as a film editor. Make it easy for your audience and you. Invite and direct discussion.

Business reports are often presented in the form of a dashboard or scorecard. Following are some best practices of dashboard design: 
· Benchmark key performance indicators with industry standards.

· Wrap the dashboard metrics with contextual metadata (e.g. data source, data currency, refresh schedule).

· Prioritize and rank alerts/exceptions streamed to the dashboard.

· Enrich the dashboard with business users’ comments.

· Present information in three different levels (visual dashboard, static report, and self-service cube).

· Pick the right visual construct using dashboard design principles.

· Provide for guided analytics.

14. Why has information visualization become a centerpiece in the business intelligence and analytics business? Is there a difference between information visualization and visual analytics?
A picture tells a thousand words. Hence, information visualization is key to quickly providing understanding of complex information. This has been true for hundreds of years, as evidenced by Minard’s graphical depiction of Napoleon’s defeat. In an increasingly complex information age, visualization is even more important. Since BI and analytics are all about making sense of high volume, fast-paced, in interrelated data, it is natural that information visualization would be a centerpiece. BI companies are rapidly adding information visualization and visual analytics into their products and services. 
Information visualization and visual analytics are related but distinct concepts. Visual analytics is the combination of visualization and predictive analytics. While information visualization is aimed at answering “what happened” and “what is happening” and is closely associated with business intelligence (routine reports, scorecards, and dashboards), visual analytics is aimed at answering “why is it happening,” “what is more likely to happen,” and is usually associated with business analytics (forecasting, segmentation, and correlation analysis).

15. Do you think performance dashboards are here to stay? Or are they about to be outdated? What do you think will be the next big wave in business intelligence and analytics?
Like all technology, performance dashboards will evolve and morph over time. Dashboards are not a new concept. Their roots can be traced at least to the EIS of the.1980s. Today, dashboards are ubiquitous. Currently they are used as reporting tools, largely for the purpose of evaluating a company’s performance, and are often tied with business performance methodologies like Balanced Scorecard or Six Sigma. The specific visualizations in a dashboard (charts, graphs, and maps) will evolve over time, and the technology platforms may change. For example, with virtual reality, holographic and immersive technologies, the user experience may change considerably. But the purpose of a dashboard to monitor company performance and respond to warnings and events will continue. (Answers will vary by student.)
16. SAP uses the term strategic enterprise management (SEM), Cognos uses the term corporate performance management (CPM), and Hyperion uses the term business performance management (BPM). Are they referring to the same basic ideas? Provide evidence to support your answer.
In the business and trade literature, business performance management (BPM) has a number of names, including corporate performance management (CPM), enterprise performance management (EPM), and strategic enterprise management (SEM). CPM was coined by the market analyst firm Gartner (gartner.com). EPM is a term associated with Oracle’s (oracle.com) offering by the same name. SEM is the term that SAP (sap.com) uses. All of these terms refer to the same general idea. They all encompass a closed-loop set of processes that link strategy to execution in order to optimize business performance.

17. BPM encompasses five basic processes: strategize, plan, monitor, act, and adjust. Select one of these processes and discuss the types of software tools and applications that are available to support it. Figure 4.10 provides some hints. Also, refer to Bain & Company’s list of management tools for assistance (bain.com/management_tools/home.asp).
(Students will select a single process. Below is one paragraph for each of the first three processes; Act/Adjust is usually something that involves human decision making as a result of the previous three phases.)
Strategize: One type of software for the strategize process involves applications that assist with the development of strategy maps. These applications are often components of a BSC software. Strategy map software enables users to build diagrams that tie objectives to different perspectives (for example, the BSC perspectives of customer, finance, process, and learning/growth). There are many products on the market that assist with strategy map formulation, including SmartDraw, Corporater, and StrategyKpi.
Plan: The planning process involves creating budgets, project plans, forecasts, models, initiatives, and targets. Budgeting software can be as simple as Excel spreadsheets, or can involve accounting packages such as Quicken or Quickbooks or Peachtree. Here is a link to an article describing various options for budgeting software: http://www.forbes.com/sites/moneywisewomen/2012/01/03/budgeting-software-options/. Planning software will include project management tools such as Microsoft Project. Forecasting tools typically involve predictive analytics, and there are many products that combine budgeting and forecasting together, as described in this article: http://www.softwareadvice.com/accounting/budgeting-forecasting-software-comparison/.
Monitor/Analyze: Monitoring and analyzing typically involves dashboards, scorecards, and visual analytics tools. Dashboards provide graphical visuals of various types. Gartner’s Magic Quadrant shows several companies that either specialize in dashboards and information visualization (e.g., Tableau Software, QlikTech, and Tibco Spotfire) or incorporate these tools into broader BI and analytics offerings (e.g., SAS, IBM, Microsoft, SAP, and MicroStrategy)
18. Select a public company of interest. Using the company’s 2013 annual report, create three strategic financial objectives for 2014. For each objective, specify a strategic goal or target. The goals should be consistent with the company’s 2013 financial performance.
(This question will obviously vary significantly per student. A good approach to answering this question is to do what Figure 4.12 does, by combining a strategy map with a balanced scorecard.)
19. Netflix’s strategy of moving to online video downloads has been widely discussed in a number of articles that can be found online. What are the basic objectives of Netflix’s strategy now? What are some of the major assumptions underlying the strategy? Given what you know about discovery-driven planning, do these assumptions seem reasonable?
(Student answers will vary. The following answer is based primarily on the following sources: https://lpelin.expressions.syr.edu/trf483/files/2013/05/final_strategic_report.pdf, http://ir.netflix.com/long-term-view.cfm, http://www.cnbc.com/id/100905886, and http://www.strategy-business.com/article/cs00003?pg=all)
Netflix started as a mail-order DVD rental business, in which customers would pay for each DVD they rented. This was sort of like the Blockbuster model, except that it was done remotely. Netflix did this without a brick-and-mortar store. Instead, customers would order videos online and receive them in the characteristic red envelope. Also, Netflix eschewed fines and late fees, which gave them a jump up in customer loyalty.

As Web technologies evolved and ISP speeds improved, Netflix shifted its primary delivery to online streaming. The DVD side of the business has declined significantly, and in fact they attempted to split that off into a separate company called Qwikster, a move that irritated many of its customers and even led to a lawsuit. 
Another major shift with Netflix was to begin developing their own content. The award-winning series House of Cards is an example. The delivery of this show was also innovative; rather than a week-by-week delivery, they made a whole season available at once, giving customers the ability to view the show at their own pace.

Netflix’s 2013 strategy document includes a SWOT analysis, which sheds light on the underlying assumptions driving their top decision makers’ thinking. The major challenges they face are (a) high cost and debt for acquiring content from providers, (b) significant losses in their physical media delivery (DVD mailings), (c) potentially higher ISP costs, and (d) competitors such as Amazon and Hulu. By contrast, their strengths and opportunities include (a) strong brand identity, (b) success with their early attempts at providing original content, and (c) a rising stock price.

Netflix has taken advantage of Web analytics to track customer behavior patterns. In this way they are using discovery-driven planning. To illustrate, here is a quote from their 2014 strategic plan:

“Another area of focus is personalized recommendations and merchandising, which drives what content we feature on a member’s initial screen.   Google search is an example of a ranking system, where results are automatically computed to show Google’s estimate of the most relevant answer to the query. For Netflix, the member’s opening screen is the personalized ranking of what we think will be most relevant for that specific member selected from our diverse catalog.  By analyzing terabytes of data from every recent click, view, repeat view, early abandon, page views and other data, we are able to generate a personalized display with the content most likely to please.  Our aim is to keep inventing and tuning algorithms to generate higher satisfaction, viewing, and retention.”

Clearly, Netflix is embracing analytics in order to refine their marketing efforts as well as their overall business strategy. This seems to help them stay agile and competitive as top players in the entertainment industry.
20. In recent years, the Beyond Budgeting Round Table (BBRT; bbrt.org) has called into question traditional budgeting practices. A number of articles on the Web discuss the BBRT’s position. In the BBRT’s view, what is wrong with today’s budgeting practices? What does the BBRT recommend as a substitute?

BBRT’s “beyond budgeting” is an idea that budgeting is an inherently flawed process and that companies should move beyond budgeting. Companies should instead employ a range of techniques, such as rolling forecasts, to replace traditional budgeting. In this sense, “beyond budgeting” is considered to be more adaptive and less centralized than traditional budgeting. 
BBRT advocates claim that this helps alleviate several drawbacks of traditional budgeting, which are time consuming, expensive, and rarely focus on strategy. Traditional budgets limit flexibility and often discourage change, and focus too much on reducing costs rather than creating value.
With BBRT, “budget” does not refer solely to money expenditures, but to the entire performance management process. In this sense it shares a common philosophy with BSC. The BBRT approach involves setting clear priorities and boundaries, with empowered teams that take responsibility for value creating systems. 

(NOTE: This information comes from http://www.cimaglobal.com/Documents/ImportedDocuments/cid_tg_beyond_budgeting_oct07.pdf)
21. Distinguish between performance management and performance measurement.
There is a difference between a performance measurement system and a performance management system. The latter encompasses the former. That is, any performance management system has a performance measurement system, but not the other way around. If you were to ask, most companies today would claim that they have a performance measurement system but not necessarily a performance management system, even though a performance measurement system has very little, if any, use without the overarching structure of the performance management system.  Probably the best-known and most widely used performance management system is the balanced scorecard (BSC).
The purpose of a performance measurement system is to assist managers in tracking the implementations of business strategy by comparing actual results against strategic goals and objectives. A performance measurement system typically comprises systematic methods of setting business goals together with periodic feedback reports that indicate progress against goals. This is a key and necessary element of the BPM process.
22. Create a measure for some strategic objective of interest (you can use one of the objectives formulated in discussion question 6). For the selected measurement, complete the measurement template found in Table W4.2.1 in the online file for this chapter.
(This question will vary significantly per student. A good approach to answering this question is to do what Figure 4.12 does, by combining a strategy map with a balanced scorecard. Here is an example.)
Such an objective for a company entering a brand new market might be a market share increase from 20 to 30 percent. For that objective, a possible measurement template might look like this:
	Measurement 
	Property 
	Explanation

	Name 
	What is it called, and is it understandable?
	Market share increase; yes

	Purpose 
	Why is it being used, and what actions is it encouraging?
	Used to measure improvement in our competitive position in our industry; encourages sales

	Relates to 
	What strategies does it support, and what other measures is it linked to?
	Supports strategy of expanding market penetration to obtain new customers while market is still in early growth stages; linked to shipments

	Metric/formula 
	What is the actual measurement?
	Ratio of sales revenue to total market size using public industry data

	Target level(s) 
	What is the desirable level of performance?
	30 percent

	Frequency 
	How often is the measurement made and reported?
	Monthly

	Source of data
	Where do the data come from?
	Our data: accounting; industry data: IDC

	Who measures 
	What are the name and function of the person responsible for collecting, collating, and analyzing the data?
	John Doe, Business Analyst

	Who acts on the data (owner) 
	Who—name and function—is responsible for ensuring the performance levels?
	Jane Roe, VP of Sales

	What do they do 
	How will the owner use the data, and what actions can he or she take to improve performance?
	If the data do not show an increase in market share tending toward at least 30 percent, she will use this as evidence of a need to develop new sales programs to achieve it

	Efficiency 
	Are all the data that are being collected used?
	They will be

	
	Are there easier ways to collect the data?
	No, as far as we know

	
	Is there any duplication among the measures?
	No

	
	Can the amount of data being collected be reduced through sampling?
	No; it must be collected for other reasons in any case

	
	Can the frequency of collection or reporting be reduced?
	No; monthly collection frequency is required for other reasons

	
	Can the measure be eliminated because it is no longer being used?
	No; it is being used

	
	Are there new tools that can be used to produce the measure in new ways?
	No

	Effectiveness 
	Are all key processes adequately measured?
	Yes

	
	Are proper process measures in place to keep performance within acceptable limits?
	Yes

	
	Is everyone getting the information they need?
	Yes

	
	Does everyone understand the measures so they can interpret the results?
	Yes

	
	Are users taking action as a result of the measures?
	Yes

	
	Can the measures be easily used?
	Yes

	
	Are the measures sufficiently timely and accurate?
	Yes

	
	Does everyone have access to the measures they need?
	Yes

	
	Is the relative impact of different measures clear to users?
	Yes

	
	Have the measures been changed to reflect changes in processes?
	N/A, processes have not changed


23. Using the four perspectives of the BSC, create a strategy for a hypothetical company. Express the strategy as a series of strategic objectives. Produce a strategy map depicting the linkages among the objectives.
(This answer will vary significantly depending on the hypothetical company and industry that the student selects. The key here is for students to discuss the company in terms of customer, financial, process, and learning/growth perspectives. For each of these perspectives, students should come up with objectives, linked together in a strategy map. These objectives can then be translated into measures and targets, and finally action plans. Figure 4.12 is a useful guide for students to follow.)
One example of a hypothetical company is Microsoft’s Adventure Works sample, found at http://technet.microsoft.com/en-us/library/ms124825(v=sql.100).aspx. Adventure Works is a fictional bicycle manufacturing company. In their case, the primary business process will be the manufacture and sale of bicycles, and many measures can be incorporated, including measures of waste and scrap. Adventure Works sells primarily to retail stores and secondarily to individual customers through its online store (they do not have brick-and-mortar stores of their own). Questions of customer retention therefore have two sub-perspectives (retail stores and individuals). Many factors can be brought to bear, including sales/marketing, supply chain and purchasing, and human resource concerns. Adventure Works is a very useful case for a BI class because it is used extensively in SqlServer’s sample database and data warehouse, as well as including many online tutorials for a wide range of data integration, OLAP, and data mining topics that are relevant for this textbook.
24. Compare and contrast the DMAIC model with the closed-loop processes of BPM.

The DMAIC model (the performance improvement model used in the Six Sigma methodology) and BPM are both closed-loop models. However, their purposes are different: BPM is for overall monitoring of an organization, while the DMAIC model is focused on improving performance of a process or area. Their emphasis and the resulting processes therefore differ. BPM has four processes (strategize, plan, monitor, act and adjust) while the DMAIC model has five (define, measure, analyze, improve, control). Specific differences between them include:
· BPM takes a more strategic approach. It begins with strategizing. DMAIC takes strategic objectives as given, and continues from there.

· The Plan process of BPM corresponds to the Define process of the DMAIC model.

· The DMAIC model, as fits its purpose, goes into more detail in the later (implementation) stages of the improvement process, which BPM lumps under “act and adjust.”
25. Select two companies that you are familiar with. What terms do they use to describe their BPM initiatives and software suites? Compare and contrast their offerings in terms of BPM applications and functionality.
(This will vary widely based on students’ experience and preference. Students should be able to relate the topics from sections 4.7-4.10. BPM phases of Strategize, Plan, Monitor/Analyze, and Act/Adjust should be applied to each company (as illustrated in Figure 4.10). Students who can compare the two companies in terms of both BSC and Six Sigma will have demonstrated a deep understanding of BPM. By tying in specific applications such as strategy maps, dashboards, and scorecards, students will show that they can speak to the technological implementations of the BPM systems they describe.)
ANSWERS TO END OF CHAPTER APPLICATION CASE QUESTIONS(  (
1.
What is Premier? What does it do?

Premier is a healthcare services company that serves more than 2,600 U.S. hospitals and 84,000-plus other healthcare sites. It exists to help its members improve the cost and quality of the care they provide the communities they serve. Premier also assists its members to prepare for and stay ahead of health reform, including accountable care and other new models of care delivery and reimbursement.
2.

What were the main challenges for Premier to achieve its vision?

Premier had developed a series of “siloed” applications, making it difficult for members to connect different data sources and metrics and see the “big picture” of how to drive healthcare transformation. These platforms and associated software systems also lacked the scalability required to support the massive transaction volumes that were needed. The company’s existing technical infrastructure could not support their needs for better integration.
3.

What was the solution provided by IBM and other partners?
Premier “re-platformed” their IT architecture to enable the sharing and analysis of data from its thousands of member organizations. The new data architecture and infrastructure uses IBM software and hardware, including a data model called IBM Healthcare Provider Data Warehouse (HCPDW), based on IBM DB2 pureScale. The organization’s IT division is building its new infrastructure from the ground up. This includes replacing its existing x86 servers from a variety of hardware vendors with IBM POWER7 processor-based systems. Data from IBM DB2 database software is loaded to an IBM Netezza data warehouse so that members can conduct advanced and rapid analytics. 

The new platform is designed to deliver trusted information in the right context at the right time to users based on their roles. Using the new platform, Premier members will be able to use the portal to access the integrated system for various clinical, business, and compliance-related applications. This helps healthcare organizations provide their staff with accurate and timely information to support evidence-based, patient-centric, and accountable care.
4.
What were the results? Can you think of other benefits coming from such an integrated system?
Potential benefits for saving lives, helping people enjoy healthier lives, and reducing healthcare costs are enormous. In one Premier project, 157 participating hospitals saved an estimated 24,800 lives while reducing healthcare spending by

$2.85 billion. Over the next 5 years, Premier plans to provide its members with many new applications in support of healthcare reform and other legislative requirements. As capabilities are added, the SaaS model will enable the platform to support its commitment to keep all 2,600 hospital members on the same page, and even expand its user community.
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