The End of Magical Measures: Project Business
Cases by the Numbers
Magical Thinking in the Halls of Business Leadership
Your child has a history exam coming up and you make sure she takes the time to study up. You even take an hour
or so to tutor her. Exam day arrives and there are a combination of multiple choice and essay questions.
A day later, your daughter brings home her corrected test. The over-all grade is B+. A comment at the top of the
page is “Good job!”
OK. But the rest of the scored test is vague. Nowhere is an incorrect multiple choice question marked. At the end
of that section is written “Good effort!”
As you read your daughter’s responses to the essay questions, you note a number of misspellings that go
uncorrected as well as some content that she clearly misrepresented. However, there is zero commentary from
the teacher.
The bottom line is, yes, a B+ but neither you nor your daughter know why it was not an A or why it was not a C.
You do not know what she nailed and you have little idea where she failed. Thus, you are clueless as to what she
should do to improve.
The next day, you are at work, where your firm has recently decided to implement SAP enterprise software to
replace a myriad of legacy systems. You know your firm has serious problems in regard to its information systems
and you are hoping that SAP will be the solution. (Right here, you have made your first and fatal mistake. SAP is no
more a solution to your firm’s challenges than a pencil is a solution to your wish to write a novel.)
You and your lieutenants attend a meeting with the leaders of the systems integrator firm that you have retained
to help you implement the software. You discuss project team training. You discuss project logistics (work space,
telecommunications, travel expenses), and the project manager from your SI asks about your firm’s readiness for
change to which you respond “We embrace change.”
“Good,” says the project manager. “Now, what measures should we be tracking to assure that you get benefit
from this project?”
“Measures?” You don’t quite follow.
“Well, if we measure today’s performance by key performance indicators, once you have implemented, we will be
able to measure progress. That’s a minimum I should think.”
And here you commit your second, also fatal, mistake. You answer with any of the following:
1.
2.
3.

“We don’t have the time for measurement.” (Alternate “It’s not in the budget.”)
“We already know things are going to be better, so why bother?”
“We can’t agree on KPIs.” (Alternate: “We already have too many KPIs.”)
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4.
5.

“The project is already justified.”
“We don’t really want to know how awful we’ve been.” (Alternate, or extension “We don’t want anyone
to see how awful we’ve been.”)

Given this attitude, your team moves forward and implements the software (hopefully on time and on budget but
these are the only measures kept). And after you go live, what is your grade?
B+
But that’s self-assigned, based on partial information, with no numbers to back you up.

What Did We Get for our $50 Million Investment?
Literacy, in business, is an obvious asset. In the world of enterprise software projects, however, what we have too
often is “a failure to communicate” even when literacy is at its apogee. Consider the following statements of
intent:
We are streamlining our sales process.
We are speeding up our processes.
We are reducing stock levels.
Each of these statements describes something shaking in a business activity but none of them provides any
precision and, in essence, all of them simply lead to questions rather than answers. What is being streamlined in
the sales process and to what degree? What in our processes is being changed? How are stock levels being
reduced and to what level?
It’s bad enough to be this vague on a day-to-day basis but such literary mumbling can be catastrophic at a highly
strategic level. Which is not to say that it is rare.
I have been providing Executive Seminars for such project since 1996 and my client audiences usually include most
of the C-level as well as a smattering of SVPs. The first question I ask is directed to the highest-ranked attendee
(almost always the CEO): “Why are you undertaking this project?” I once received a brilliant answer, from an oil &
gas CEO: “Because when I put my foot on the gas, nothing happens.” What this wise man meant was that his
organization could not change business processes in time to stem threats or seize opportunities. Accordingly, the
implementation project was highlighted by a focus upon business process agility and measurement and was highly
successful.
Unfortunately, this man’s wise answer has been an exception. What I normally get is: really awful, terrible,
irresponsible, highly-rhetorical and misleading and whoever-accepted-this-as-a-business-case-should-be-fired
business cases for licensing and implementing SAP.
When I advise such clients of the need to measure their performance at the Key Performance Indicator they
answer me in ways listed above, the most common being “We already know things are going to be better, so why
bother?”
I have had several conversations over the years that pretty much boil down to:
Client:
Me:
Client:
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Because if you don’t, you’ll get fired.
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Me:

Because “Things are so much better” is a really poor answer to the board of directors asking
“What did we get for our $50 million dollar investment?”

Failure to measure has also appeared on more than one survey as the biggest regret clients have after go-live.
Here are the results of a study that I led some years ago:

Note that the “long term effect” applies not only to the implementation of SAP software but to the continuing dayto-day deployment as far too many decisions are inspired by “vision” rather than numbers.

Becoming Numerate
Your goal, if you are in the commercial sector, is to improve your Profit & Loss and drive client loyalty. In order to
do so, you should follow is what I consider to be the most direct, obvious, and fruitful value chain:
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You begin with competent and fully supported end users (or, as I like to think of them, “process drivers”*) who,
with SAP software as the engine, effectively fulfill business processes that are designed to bring business benefit
through improved key performance indicators that drive process excellence…all resulting in an improved P&L and
probably client loyalty as well.
*for more on this http://sapsearchlight.blogspot.ca/2012_05_01_archive.html - Drivers at Work: Building a
Successful and Effective Super User Network
At the heart of this value chain are Key Performance Indicators (KPIs) which should be at the core of your business
language.
While many clients resist measurements for the reasons cited above, at the other end of the spectrum are clients
who are able to show me wheelbarrows full of measures that they claim are “key performance indicators” but are
actually a mix of
PIs – Performance Indicators
KPIs – Key Performance Indicators
APIs - Analytic Performance Indicators
Or just plain garbage.
Not all PIs deserve the K.
As an example, here is a business process for Loan Origination in a financial institution:
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Note that the total time expended to close a loan is nearly a full day (.94) and that the duration from beginning to
end is 10.38 working days or just over two weeks. In order to streamline this process, a client would address the
areas that are taking the most time as well as the lag from task to task.
Effective KPI targeting and measuring requires:
An operand
What aspect of a business process is being addressed (for example, loan origination turnaround time)?
A verb
What is being done to the operand (for example, reduce)?
A quantifier
To what degree is the verb being applied to the operand (for example, 10%)?
Result
What will be the tangible result (for example, 1 full day)?
Thus: We will reduce our loan application turnaround time by one day which will have a tangible and positive
effect on client satisfaction while reducing loan application abandonment.
Below is a corresponding example of a business measurement matrix. Note that they include the key performance
indicators that drive process success or failure.
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Clients often confuse the distinction between these three levels and in that confusion the KPIs go by the wayside.
In other instances, even the business stakeholders confuse KPI measurement with dashboards or other business
intelligence elements.

Here is an example of KPI targeting that can be done only if you have both the business process detail
and a matrix like that above:

By addressing the highly-measurable time durations and lags of the various tasks included in the loan origination
process chart, key performance indicators will improve and the consequential business improvements will occur.
Below are the results of three (A, B, and C) improvements made.
For A the client simply (via meeting and e-mail) insisted that the final task (Final Documentation) be completed
immediately which reduced the turnaround time by a full 2 days. This required close to zero investment. This was a
“common sense” improvement.
For B the client provided applicants a web-based manner of turning in loan documents to replace the manual
method, which reduced the staff time as well as turnaround time. This required a relatively minor investment
relative to the measurable benefit in time savings and improved client satisfaction. This was a “technologyenabled” improvement.
For C the client automated the estimation of collateral value which reduced staff time as well as turnaround time
at a reasonable cost. This was an “SAP-enabled” improvement.
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One can deduce that reducing the loan application turnaround time from two weeks to one will vastly reduce the
KPI “application abandonment rate” while nudging client satisfaction upward. That as well as the annual savings
can be balanced against the cost of those improvements. And instead of people asking you what did your firm get
for its IT investments, they will be asking you what more business process improvements can be made.
Here is an example of the RACI to be adopted:

Note that in this RACI there is no negotiation between the business process group and applications support. The
only discussion that may change is if the requested process change may have a highly negative impact (see step 7)
on the application itself. Thus, “business and IT alignment” has been replaced with “business requirements are
served by IT”, a much better dynamic than the one that’s been strangling business evolution for far too long.
Conclusion: Other Advantages of KPIs over Magical Business Justifications






They do not get transferred
They are never ill
They do not take vacations (they are there 24/7)
They hold no grudges or ambitions
They never lie
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They belong to no political party
They are not moody.
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Book, A Business Guide to Managing the SAP Lifecycle. He has led numerous executive seminars in the U.S. and
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application lifecycle management.
Web: www.michaeldoane.com
Blog: http://sapsearchlight.blogspot.com/
Email: michael@michaeldoane.com

Both books are available through SAP Press
at www.sap-press.com

" We’ve had plenty of great advice on how to get the most out of our SAP solution since Go Live, a lot of which
unfortunately got lost in the noise and sheer volume of ideas. The SAP Green Book, Thrive After Go-Live
clearly distilled the most important principles and brought them to life. It’s helped clarify a number
of areas and simplified the roadmap for our journey. A must read for all CIO’s using SAP. "

Chris Barendregt, Chief Information Officer, Fonterra
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