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Abstract: 

In the information age, KPIs (Key Performance Indicators) are commonly used for 

business performance measurement in organizations; however there’s no single best way 

about how to implement KPIs, which means that a company can select any arbitrary 

suitable KPIs. The thesis will do research and investigations based on existing academic 

theory and a case study in an international logistic company. The research was aiming at 

helping organizations to develop and implement successful KPIs that are effective, 

complete, and aligned with their business strategy and which conforms to scientific 

theories for how KPIs can be implemented. I designed a framework which was combined 

with the critical factors of successful KPIs in the scientific theories, the framework was 

designed for helping companies diagnosing and improving the effectiveness, 

completeness and alignment of their KPIs. . The aim was fulfilled by successfully testing 

the proposed framework in a case study.  The result from the case study shows that there 

was a gap between how the KPIs are used and the scientific theories of how they should 

be used. However the framework need to be further tested in future research for a general 

usefulness. 
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1. Introduction 

1.1. Background 
As the industrial age type of competition is shifting to the information age type of 

competition, it is no longer possible for companies to gain sustainable competitive 

advantage by merely deploying new technology into physical assets rapidly; neither is 

this possible by excellent management of financial assets and liabilities. The information 

age environment for the both manufacturing and service organizations requires new 

capabilities for competitive success which is the organization’s ability to mobilize and 

exploit its tangible and invisible assets.[10]  

In order to monitor and improve business performance in a competitive way, a new 

management tool with a proper set of Key Performance Indicators (KPIs) is required by   

information age organizations. Key Performance Indicators (KPIs) are quantitative and 

qualitative measures used to review an organization’s progress against its goals. [15] To 

complement traditional financial measures of business performance, those KPIs are 

related to a diverse set of performance measures, including financial performance, 

customer relations, internal business process, learning and growth [1].  In order to 

measure business performance in the most effective way KPIs should be aligned with 

business goals and strategy, and moreover for a large organization with multiple units, 

each business unit of that organization is required to develop its own KPIs to meet its 

unique strategy, while it’s also important to define the top KPIs used in common for all 

the business units, for the executives to make evaluations from the whole group point of 

view. However, there’s no single best way about how to implement KPIs, which means 

that it’s different for a company to select certain suitable KPIs.   

1.2. Problems 

Some generic principles for how KPI can be implemented were found in literature, for 

instance, the COBIT framework [13]. This framework had,however, a limited usefulness 

since it was limited to a specific type of IT companies, and thus it could not be applied in 

industry wide; Balanced scorecard concept developed by Robert S. Kaplan and David 



  

 

6 

 

P.Norton [8] was a good framework for the organization to follow up their business 

performance in the high strategy level, but it could not be used generally since it was not 

focusing on a detailed operational level.   I have not found any simple and useful 

template for the application of KPI’s that can be applied directly industry wide for 

business performance monitoring. Different market situations, product strategies, and 

competitive environment require different measures. Business units should devise 

customized performance measurements to fit their mission, strategy, technology and 

culture. [9] However, there were many organizations lacking the knowledge of 

developing proper and effective KPIs, in most of the cases, KPIs themselves were 

mislabeled and misused. Examine a company with 20 KPIs and you will find a lack of 

focus, lack of alignment, and underachievement [2]. 

1.3. Aim  

The aim of the thesis was to investigate how the general theories about KPIs can be 

implemented in a large organization and to investigate how organizations can develop 

successful KPIs which are effective, complete and aligned with their business vision and 

strategies. 

1.4. Goal 

The goal is to develop a framework for organizations to evaluate and improve their KPIs 

to be able to measure their business performance in a more effective way 

1.5. The research question:  

The research question was to investigate how a KPI framework can be applied to detect the 

missing KPIs in organizations.  

1.6. Disposition  

This thesis was structured based on 7 chapters. In the chapter 1 the background of this 

research project will be introduced; in chapter 2 the methodology regarding to how to 

conduct the research will be described; In chapter 3 the extended background of scientific 

theories concerning KPI development were given. In chapter 4 the proposed framework 
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which developed based on the academic theories for KPIs evaluation will be presented. In 

chapter 5 an empirical case study will be presented. In the chapter 6, the evaluation and 

analysis of empirical KPIs will be carried out based on the developed framework. The 

final conclusion will be drawn in the chapter 7; furthermore discussions and the potential 

research direction will be given in the end of the thesis. 

 

 

1. Methodology 
 

1.1. Selecting the general research approach 
The qualitative research method was chosen for the research project as the most suited 

approach since it was discovered that it would not be possible to elicit enough 

quantitative data to draw conclusions via a quantitative analysis. However, at some parts 

in the analysis a slight quantitative approach which was used to argue for conclusions via 

the number of occurrences of information as an indication of its availability. 

Initially academic theories about KPIs were collected; in order to specify which type of 

definitions of KPIs should be used in the investigation. There was also an elicitation of 

the characters of good KPIs and also of information about how to develop good KPIs. 

This would provide me with a sound base for the theoretical studies, and could be used as 

guidelines to define the research framework. The framework was developed by 

identifying the critical factors of successful KPIs in the scientific theories and combining 

all the critical variables into one big framework 

Secondly a case study was selected, to test if the academic theory could be applied in the 

reality.  

The case study needed to be conducted in one organization which needed KPIs to 

monitor their business performance in their daily work, and also had documented 
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information of their KPIs. Besides these, the reason that the investigated organization was 

chosen, was that, I got the permission to access the information relevant for the research 

project during the time I was working there, which made it very practical and easy for me 

to carry out the investigation. The information for the case study would be firstly 

collected by personal interviews and also through the organization’s intranet and internal 

documents, and then the KPIs information would be mapped into a designed framework 

for an evaluation, which enabled me to test how effective the framework worked in a real 

case. 

The focus was on how to evaluate and improve the effectiveness, alignment and 

completeness of KPIs in one organization. Other effects about KPIs were not discussed in 

the thesis, for example: Ethical aspects related to if KPI’s are good for the employees; 

how KPIs could impact on the work efficiency and so on. 

 

1.2. How the case study was methodologically 
designed 

As there was a combination of a number of methods and strategies to enable the testing of 

the theories in the real organization, I have chosen to explain all methods in the following 

sequential steps. The steps should be seen as the plan I followed when the research was 

performed.  

1. Collecting academic books and scientific articles related to KPIs and how to develop 

good KPIs in order to have a sound base for development of KPIs and my analysis.  

a. The first step was to acquire the most well-known articles about KPIs in 

modern industry. By “well-known” it meant articles that were often cited in 

other articles 

b. The second step was to analyze these articles in order to find out which of 

them described the type of KPIs that could be relevant for the large 

organizations which have high demand on tracking their business performance 
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c. From these articles further references to relevant articles were acquired. 

2. Extract requirements from the literatures about what constitutes good KPIs by 

summarizing the characteristics that KPIs should have, how they should be structured 

and linked to business strategy in order to have a scientific foundation when 

evaluating the KPIs used in organizations. 

a. Firstly, a brief definition of KPIs and what KPIs were used for would be 

summarized from literatures. 

b. Secondly, characteristics that good KPIs should have were collected and 

documented and they will be used as criteria for KPI analysis in the later 

section of the thesis.  

c. Then the KPIs structure model is formed with the given examples of KPIs 

from different prospective. The KPI structure shows which areas that a good 

KPI-set should cover, and how KPIs from different perspectives can be inter-

related and linked to each other. 

3. A framework was developed based on the qualitative research method. I identified the 

critical factors of successful KPIs in the scientific theories and combined all the 

critical variables into one big framework, and it is easy to show the strong and weak 

areas of KPIs in the evaluation result.   The purpose was to design a framework as an 

effective tool for organizations to diagnose and improve their KPIs regarding to the 

effectiveness, alignment to business vision and strategies, and completeness in 4 

perspectives. 

4. In order to be able to validate the usefulness and effectiveness of my proposed 

framework in the reality, a case study was concluded as being the most suitable 

approach at this stage of research, according to the academic theory regarding to how 

to conduct academic research project when there are no other data collection methods 

that are practically and readily available[17].  
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a.  The first step was to select a suitable corporation for the investigations, the 

criteria for choosing a proper corporation were including: has a great need for 

measuring performance in their business functions, comprehensive business 

operating functions within the organization, well-documented organizational 

information, being supportive for the research project.  

b. The second step was to choose a specific business division in the corporation 

which was the core business for the organization and also could be used as a 

good example to show how KPIs be defined with different business operating 

functions, and be linked to business vision and strategy.  

c. The third step was to develop a method for measuring how well the theories 

could be detected as being implemented in the selected division. 

5. Beside the case study, another alternative has been considered, which was to conduct 

interviews with the around 30 people in the organizations, with the purpose to ask 

them about their opinions about KPIs, and in this way arrive at some kind of 

validations of the proposed framework. However, conducting interviews with 30 

people was assumed to not  result in enough reliable research results and therefore it 

was a better option to conduct a comprehensive case study by analyzing all the KPIs 

that were implemented and used in the organization. With this approach it would be 

possible to refer to a large amount of factual data to argue for the usefulness of the 

proposed model. 

6. To secure the quality of the case study, the key information that was needed for the 

research project had to be identified.  The information needed from the case study 

included: 

a. The organization’s background, core business, and their business vision and 

strategies. It would help readers understand the case study better by knowing 

the basic background of the investigated organization; furthermore their 



  

 

11 

 

business vision and strategy was considered as important information to 

evaluation their KPIs’ alignment. 

b. The principles and the method of developing KPIs in the organization, the 

information was important for the evaluation of their KPIs’ effectiveness.  

c. All the KPIs that were currently used in the management level in the 

organization to monitor business performances, it was the most important part 

while conducting the case study, the KPIs would be analyzed and evaluated in 

the proposed framework. 

7. Collecting information; in order to secure the information which was listed in step 5 

could be successfully collected, I chose several different approaches in the 

information collection phase: 

a. Conducting interviews with the CFO, one director and one financial controller 

regarding to how the KPIs were developed, structured and used in the chosen 

business division.  The reason for choosing the above 3 specific roles for the 

interviews was that they were the people who had most of the knowledge 

about the usefulness of KPIs within the organization. The motivation was to 

verify the reliability for the data. The reliability of data was secured by asking 

question such like: where can I find the lasted version of KPIs that used in the 

organization; where documented the method for the KPI development, etc. 

b. Getting information from the organization’s website 

c. Colleting their internal KPI development documents 

d. Colleting their business performance reports used in the management level 

8. Developing a method to test the proposed framework. The empirical data would be 

evaluated against the academic criteria (The criteria will be the one taken from step 2), 

and show the result in the proposed framework.  
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a. Develop models for KPIs comparison between academic theory and empirical 

data in terms of KPIs characteristics, KPI structure with different perspectives 

and the connections between KPIs and business vision and strategies.    

b. Mapping the empirical data into research models, so that it could be easily 

compared with academic theory. 

c. Developed a method to present the result clearly in the proposed framework, 

to able to help organizations get a big picture about the strong and weak areas 

of their KPIs, and how KPIs need to be improved. 

9. Analyzing the conclusions in order to find good hypothesis for future research 

a. Presenting the analysis results from the case study in the proposed framework, 

which can be used to diagnose and improve the successfulness of KPIs in 

organizations 

b. Presenting the difficulties and limitations I have been faced within the 

investigation project. 

c. Additionally, pointing out other factors which might have impacts on the 

conclusions.  

d. Finally, summarizing any future work needed to make sure the accurateness of 

the research result in the thesis.  

2. Extended background with scientific 
theories concerning KPIs 

Key Performance Indicators (KPIs) are quantitative and qualitative measures used to 

monitor an organization’s business performance. There were scientific theories about 

what good KPIs are and how to develop successful KPIs in organizations. In this session, 

the relevant theories from the literatures will be presented regarding to the definition of 
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KPIs, what constitutes good KPIs by summarizing the characteristics that KPIs should 

have, how they should be structured and linked to business strategy. 

2.1. What are KPIs 
KPIs represent a set of measures focusing on those aspects of organizational performance 

that are the most critical for the current and future success of the organization. [2] 

KPIs can be defined on two levels as follows:[15] 

• Strategic KPIs 

 

Figure 3.1 Strategic KPIs 

Strategic KPIs should address the measurements required at a high level and keep take a 

top down approach, as illustrated in figure 3.1. Strategic KPIs should start at or near the 

top of pyramid and, in particular, and to be linked tightly to business vision and strategies. 

For example, if one organization’s business stagey is to obtain profitable customers, 

relevant strategic KPIs could be: profitability by customer segments 

• Operational KPIs  
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Figure 3.2 operational KPIs 

Conversely, operational KPIs should be approached from the ground up, as illustrated in 

figure 3.2. At this level, KPIs measure business performance in business operating 

functions and activities. One example could be commercial cost/ FTE/Day. 

 

The definition of two levels of KPIs structure will be used in the development of KPI 

diagnosis framework, to evaluate the empirical data from the investigated organization in 

later session. 

2.2. The characteristics of Effective KPIs  
Before we discover how to develop good and effective KPIs, we need to know what the 

characteristics of effective KPIs are. Therefore, we introduced the “12 characteristics of 

Effective KPIs” defined by Wayne W.Eckerson in his book “Performance Dashboards”. 

The reason that the characteristics defined by Wayne W.Eckerson was chosen, was that 

his criteria for effective KPIs have been cited in both academic literatures [3] and 

practical business reports [11], which makes it a very good model to apply in the case 

study in the later section.   

1. Aligned.   
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As a business performance measure tool, KPIs should be always aligned with 

corporation’s goal and strategy. 

2. Owned.  

Each KPI is designed and owned by an individual or group in a business to measure 

its outcome. 

3. Predictive.  

KPIs measure drivers of business value, thus they are the “leading” indicators of 

business performance desired by the organization.[3] An example of such a leading 

indicator for market share is customer satisfaction with the organization’s products 

and service.  

4. Actionable.  

KPIs are time-based and actionable data so users can monitor the business 

performance and improve it before it is too late. It is also the most important attribute 

that KPIs have. If a metric trends downwards, users should know what the correct 

actions to take to improve performance. Otherwise it doesn’t make sense in 

measuring the activities if users cannot change the outcome.  

There are some important characteristics to make KPIs actionable. First of all, 

“Accountability” which means that an individual or group that owns the KPI is held 

accountable for its results and knows what to do when performance declines. 

Secondly, “Empowered” which requires the companies to give users more leeway to 

act on the information in a performance dashboard and to make the right decisions. 

Last but not the least, “Timely” indicates that KPIs must be updated frequently 

enough so that the responsible individual or group can monitor and improve 

performance in time. 

5. Few in number.  
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KPIs should focus on the crucial parts related to business performance to help the 

users make effective decision. 

6. Easy to understand.  

KPIs should be straightforward and easy to understand to everybody involved.  Users 

should know what is being measured, how it is being calculated and more importantly 

what they should do to affect the KPI positively. 

7. Balanced and linked.  

KPIs should balance and reinforce each other.  Each of the KPIs will have logical 

connection with the others instead of existing alone. 

8. Trigger changes.  

The act of measuring a KPI triggers a chain reaction of positive changes in an 

organization.[3] 

For instance, Load King, chairman of British Airways, who used a single KPI to turn 

around the ailing airline in the 1980s which was: the timely arrival and departure of 

airplanes.  Since late planes affect many core metrics and processes at airlines such as 

costs increase due to arrange the accommodations for the passengers who miss 

connecting flights, customer satisfaction declines due to the inconvenience, affect 

supplier relationships and servicing schedules due to poor service quality and so on. 

When they focused on a single, powerful KPI, it created a ripple effect throughout the 

organization and produced extraordinary gains in performance. 

9. Standardized.  

KPIs should be based on a standard definition, rules and calculations, so that all the 

people within one organization can communicate in one language.  

10. Context driven.  

KPIs put performance in context by applying targets and thresholds to performance so 

users can measure their progress over time. [3] 
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11. Reinforced with incentives.  

Organization can magnify the impact of KPIs through introducing compensation or 

incentives to some of the stable KPIs. 

12. Relevant.  

KPIs gradually lose their impact over time, so they must be periodically reviewed, 

refreshed, revised, or discarded. Therefore it is imperative that organizations 

continually track KPIs usage and deal with the underused KPIs. 

The 12 characters of Effective KPIs will be used in the development of KPI diagnosis 

framework, and it will be used as one of the important criteria to evaluate the 

empirical data from the investigated organization in later session. 

2.3. Four perspectives of developing KPIs 
 According to Robert Kaplan and David Norton who developed the concept of balanced 

scorecard for business performance management in the early 90s, in order to identify and 

monitor achievements by a combination of financial, operational and other critical 

metrics, a set of key performance indicators has to be developed for each of four 

perspectives, they are Financial perspective, Customer, Internal business process and 

Organizational learning and growth [8], as shown in figure 2.3. The KPIs from the four 

perspectives provide a balance between short-term and long-term goal, future desired 

outcomes and past achieved outcomes, hard objective measurement and soft subjective 

measurement, and all the KPIs are leading towards achieving an integrated strategy.  
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Figure 3.3 Four perspective of developing KPIs 

A model developed from the four perspective structure in KPI development will be used 

for analyzing and evaluating the case study data later on.  In the following section I will 

first explain each perspective in detail.  

2.3.1. Financial perspective 
Financial metrics are very effective and critical measures to monitor business 

performance. It illustrates how the strategy, implementation and execution contribute to 

the “bottom line”, it is summarize the results of actions taken from the economic point of 

view.  

Most of the business find the most important indicator is profitability, and there are also 

some other important measures, but they may vary from the different business stages 

since the objectives of each stage are different. For example the business in the early 
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stage of their life cycle will focus on the objectives related to rapid growth, whereas the 

businesses in the mature stage most likely emphasize on maximizing cash flow. 

Generally speaking, there are 3 different stages that businesses belong to: Rapid growth, 

Sustain, and Harvest [11] 

 Rapid growth business 

It is the early stage in a business life cycle, in this stage usually 

companies will have to make investment to develop and improve the 

products and services; to build and expend production and operating 

facilities; to develop system, infrastructure, distribution networks and 

customer relationships for the future global expansion.   

Therefore the financial objectives in the growth stage will emphasize 

on sales growth; sales in new markets and to new customers; sales 

from new products and services; maintaining adequate spending levels 

for product and process development, systems, employee facilities; 

and establishment of new marketing, sales and distribution 

channels.[11] 

 Sustain business 

It is the stage that majority of the companies belong to. The companies 

in this stage still make investment, but with the condition of high and 

fast returns, they are aiming to maintain the market share that they 

already get while expecting a slow growth on yearly base. 

Financial objective for the companies in this stage will focus on the 

traditional financial measure such as return on capital employed, 

operating income, and gross margin. Moreover in order to meet the 

financial goal of earning excellent return on capital investment project 

will be evaluated by standard, discounted cash flow, capital budgeting 

analysis and so on. [11] 
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 Harvest business 

There are also some businesses which have reached a mature phase of 

their life cycle where they intent to harvest all the investment they’ve 

made in the previous time. Those companies only make necessary 

investment to maintain operations, but no longer expand or build new 

facilities. The main goal is to maximize cash flow back to the 

corporation. [11] 

Although companies may belong to different business stages, there are three financial 

themes which can be applied to all of them. 

 Revenue Growth and Mix: is related to product and service offering expansion; 

customer relationship and new markets development; and product and service 

redesigning and re-pricing.  

 Cost Reduction/Productivity Improvement: is aiming to lower the direct costs of 

product and services, reduce indirect costs, share resources with other business 

units or enhance working efficiency. 

 Asset Utilization/ Investment strategy: in terms of the asset utilization, managers 

intend to reduce working and physical capital required to support a given 

volume. [8] 

The figure 3.4 below shows a good example of how to develop customizing financial 

KPIs to meet the specific business strategies for the businesses in the different stages.  
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Figure 3.4 develop customizing financial KPIs [11] 

This perspective was estimated as being of high relevance when analyzing the 

organization of my case study. I will summarize the important factors that KPIs in the 

Finance perspective should cover from above, and use it in the development of KPI 

diagnosis framework, and it will be used as the criteria to evaluate the completeness of 

the empirical data which are related to the finance function of the investigated 

organization in the later section. 

2.3.2. Customer Perspective 
Since nowadays being customer-oriented is becoming more and more important for 

business success, the purpose of defining customer- related KPIs is to get information 

about business performance from customers’ point of view in order to improve their 

business. From a well-formulated and implemented strategy, the generic measures 

include customer satisfaction, customer retention, new customer acquisition, customer 

profitability and market share in target segments [11] (Shown in figure 3.5). Although the 

generic measures could be applied to all kinds of organizations, they may vary from the 

different customer groups that business are dealing with. 
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Figure 3.5 Customer perspective: Core Outcome Drives [10] 

 Market and Account Share 

Market share with target customer segments illustrate how well the company penetrate a 

desired market. Sometimes sales increase not from the targeted group, but from non-

target segments instead. By using the measure of market share with targeted customers, it 

will examine if the outcomes are in line with the business strategy. 

After defining the targeted customers or market segments, the account share of their 

customers’ business could be also used to measure how much business they will receive 

from the target customers or market segments. It provides a strong focus on dominating 

the purchases of their products or services from the targeted customers.  
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 Customer Retention 

Remaining the existing customers in the targeted segments is absolutely playing a very 

important role to increase market share with targeted customer segments. Furthermore, 

some companies start to monitor the percentage growth of customer loyalty with existing 

customers. 

 Customer Acquisition 

Companies aiming to grow will have a goal to increase their customer number based on 

targeted segments. Customer acquisition could be measured by either the number of new 

customers or the total sales to new customers in these segments. [11] 

 Customer Satisfaction 

Customer Satisfaction measurements provide a view of how well the company is doing in 

customers’ eyes. Although customer satisfaction has a strong linkage with Customer 

Retention, Customer Acquisition and Customer Profitability, it is not enough to reach 

high degree in those three items by only focusing on customer satisfaction. The repeat 

buying behavior only happens when the customers are extremely satisfied about the 

products or services. [11] 

 Customer Profitability 

Since all the measure perspectives above are just means to achieve higher financial 

returns, the successes in those categories such as customer retention, customer 

satisfaction won’t guarantee a company profitable customer, but only assure a company 

satisfied and happy customers. By using the financial measures related to customer 

profitability, it will help customer-oriented companies focusing on their finial objectives 

and getting rid of being customer-obsessed.  

Customer profitability measurements can reveal the customers who are not profitable for 

the company, and lifetime profitability will be the basis for making a decision when it 

comes to whether or not to remaining currently unprofitable customers. 
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However the key driver behind the core measurements is Customers’ Value proposition, 

Customers’ value propositions represent the attributes that supplying company provide, 

through their product and services, to create loyalty and satisfaction in target customer 

segments. [8] The attributes across different industries and market segments are varied, 

but the common attributes related to Value propositions used by all industries fall into 3 

categories (shows as figure 3.6) [11] 

 Product/Service Attributes: include functionality, price and quality of  

product/Service 

 Customer Relationship: enable a company to proactively define itself to 

customers 

 Image and Reputation: include delivery product/service to customers 

 

3.6 Link Value Proposition to Core measures [11] 
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This perspective was estimated as being of high relevance when analyzing the 

organization of my case study. I will summarize the important factors that KPIs in the 

customer perspective should cover from above, and use it in the development of KPI 

diagnosis framework, and it will be used as the criteria to evaluate the completeness of 

the empirical data which are related to the commercial function of the investigated 

organization in the later section. 

2.3.3. Internal business process Perspective 
Business process model is showed as figure 3.7, enables organizations to meet two 

objectives:  

 Deliver on the value propositions of customers in targeted market segments 

 Satisfy stockholders expectations of excellent financial returns 

The measures should focus on critical processes to achieve customer satisfaction and 

organizational financial objectives, and they must be included in both short-wave 

operational cycles and long-wave innovation cycles. Measures include quality, response 

times, cost, and new product introductions and so on. (Shows as figure 3.7) 

 

3.7 Internal business process [11] 
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This perspective was estimated as being of high relevance when analyzing the 

organization of my case study. I will summarize the important factors that KPIs in the 

internal business process perspective should cover from above, and use it in the 

development of KPI diagnosis framework, and it will be used as the criteria to evaluate 

the completeness of the empirical data which are related to the business operation 

function of the investigated organization in the later section.. 

2.3.4. Organizational learning and growth 
Perspective 

This perspective is concerned with identifying the infrastructure that organizations need 

for a long term business improvement and growth. The three critical factors involved [11]:  

 People 

 Information systems 

 Organizational procedures 

Organizational learning and growth is aiming to fill the gap between the existing 

capabilities of people, information systems and organizational procedures, and what will 

be required to achieve the further objectives; the gap is identified through financial, 

customer and business process perspectives. Therefore the measures are focused on the 

investment in people training, enhancement of information systems and improvement to 

procedures, for example staff retention, increasing expertise, information system 

availability. 

This perspective was estimated as being of high relevance when analyzing the 

organization of my case study. I will summarize the important factors that KPIs in the 

learning and growth perspective should cover from above, and use it in the development 

of KPI diagnosis framework, and it will be used as the criteria to evaluate the 

completeness of the empirical data which are related to the business function supporting, 

business sustainability and growth of the investigated organization in the later section. 
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3. The proposed framework 
 

Based on the scientific theories described in chapter 3, I identified several critical 

factors regarding to how to develop successful KPIs, which were including: 1.the 

effectiveness of KPIs, i.e. could the KPI’s be evaluated by using the “12 

characteristics of Effective KPIs” defined by Wayne W.Eckerson[3], and could these 

characteristics provide organizations with the principles for how to develop KPIs that 

have good effects; 2.the alignment to business vision and strategies, i.e. can the 

evaluation be conducted while combining the definition of strategic KPIs[12] and the 

4 perspectives of KPIs defined by Robert Kaplan and David Norton[5], the alignment 

of KPIs was important because it would support   organizations  in aligning their 

business activities; 3.the completeness of KPIs, i.e. if the the KPI’s would conform 

to the 4 perspectives[8],  they would help organizations monitor their business 

performance in all the important areas that have impacts on their business success. 

Therefore a framework was developed while combining all the relevant academic 

theories. Regarding to the effectiveness of KPIs, the “12 characteristics of Effective 

KPIs” defined by Wayne W.Eckerson[3] was chosen, because I believe that the 12 

characteristics of KPIs he stated in the academic literature covered all the good 

characteristics that KPIs should have to be able to monitor business performance 

effectively; , the alignment to business vision and strategies, here the definition of 

strategic KPIs[12] was used to identify which level of KPIs are proper to use to 

evaluate the alignment degree to business vision and strategies, additionally to be able 

to identify the specific improvement areas, the 4 perspectives of KPIs defined by 

Robert Kaplan and David Norton[5] was used to break down the evaluation into 4 

specific areas: Financial, Customer, Internal business process and Learning and 

Growth; the completeness of KPIs, the 4 perspectives of KPIs defined by Robert 

Kaplan and David Norton[5] was applied to develop the structured and detailed 

categories within the main business functions that KPIs should be monitoring, to help 

the organization diagnose the weak areas of their KPIs in their specific business 
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functions .  By putting all the critical variables into one framework, I believe it would 

be an effective tool to help organizations evaluate their strong and weak areas of their 

KPIs and to improve them constantly. 

With the motivations and the explanations above, the framework was defined as 

below: 

 

Figure 4.1 The framework for KPI diagnosis 

The framework will be applied for KPI diagnosis for a case study that is described further 

on in this thesis. Firstly, the 12 characters [3] in the “effectiveness” session will be used 

to evaluate the effectiveness of the investigated KPIs, by comparing them with the 

principles that the investigated organization used to develop their KPIs. Because I believe 

it is an effective way to identify which characters that the developed KPIs are able to 

have and which characters they are missing, which will help the organization to improve 

the effectiveness of their KPIs. Secondly, in the “strategic alignment” session, the proper 

KPIs from the case study will be chosen for the evaluation regarding to the 4 areas 
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presented in the framework. Finally, in the “completeness” session, the KPIs from the 

case study will be mapped into the corresponding categories,   and in the result it will 

show clearly the sufficient level of KPIs applied in each area. 

 

4. Empirical studies 
The research methodology for the case study was described in the chapter 2 

methodologies step 4 to step 7.  

Because the case study will be used as an example for the KPI evaluation by the proposed 

framework (presented in the chapter 4), it would be easier for the reader to follow the 

evaluation result by having the original information of the whole case study. Therefore I 

decided to describe all the relevant information from the case study, which including: the 

background of the investigated organization and the chosen division; the principals used 

for developing the KPIs; the business functions they have within the chosen division; and 

all the KPIs used by their business functions.  

The KIPs will be presented with name and definition; they will be grouped by business 

functions, and into three categories: mater KPIs, scorecard KPIs and functional KPIs, the 

categories represented which level the KPIs belong to, which will be illustrate in a 

pyramid structure later on. The reason to present the KPIs in this way is to give the 

readers a clear picture of which level each KPI belongs to and which function it is used 

for, so that the readers could relate themselves easier to why the KPIs is mapped in a 

certain position in the proposed framework in the evaluation session.  

4.1. Selecting the proper organization for the case 
study 

An international logistic organization was chosen for the case study, because it was 

international and sufficiently big, and it had business all over the world. What made the 

company extra relevant was that it had a very great need of getting an overview over very 

large quantities of detailed information related to coordinating the sending of packages all 
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over the world. I assumed that an organization that depends on the successful use of KPIs 

was a perfect relevant organization for studying the effectiveness, the completeness and 

alignment to business strategies of using KPIs. The other reason for choosing the 

organization was that, I got the permission to access the information relevant for the 

research product during the time I was working there, which made it very practical and 

easy for me to carry out the investigation. 

4.2. Background of the investigated organization 
The investigated organization was an international mail and logistics services Corporate 

Centre. The Corporate Centre offered its customers easy to use standardized products as 

well as innovative and tailored solutions. It was a multi-divisions organization in the 

domain of mail, express, air and cargo transportation and supply chain. All the divisions 

run separately but controlled by Corporate Centre. Over 500,000 employees in more than 

220 countries and territories are employed in the organization.[4] 

There were 5 divisions in the organization. The express division was chosen for the case 

study, because it was the core business of the organization and it was one of the major 

drivers of global trade. The division was aiming to be excellently positioned to capitalize 

on this through their logistics services which meet customers’ domestic and international 

transport requirements, anywhere around the world. Additionally, they were aiming to 

create an environment where people enjoy working together, and one that fostered their 

personal relationships with their customers and overall company success. 

Through a network spanning more than 220 countries and territories and more than 

120,000 destinations, they were providing courier and express services to business and 

private customers. With the key function of real time shipment management, they were 

providing services of delivering many kinds of goods from documents to parcels, with the 

many delivery time choices such as Same Day, Time Definite or Day Definite delivery. 

The chosen division fits the research method, because through interviews with 3 person 

in the business division (the CFO, one director and one financial controller), the 

information required by the research model can be extracted from the document they 
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provided during interviews, which including their business vision and strategy, the 

principle and method applied by the KPI development, and the detailed KPIs used in their 

business functions.  

4.3. The Organizational Principles of Developing 
KPIs in the Express Division 

As mentioned in the chapter 2 the methodology session, the principles and method that 

organization used to develop KPIs would be critical factors for the case study, which 

would be used as empirical data for the evaluation of KPI’s successfulness.   

4.3.1. The purpose of using KPIs 
According to corporate controlling manual [7], Key Performance Indicators (KPIs) were 

quantifiable measurements that reflect the critical success factors of an organization.  

These measurements help an organization define and measure progress toward the 

organization’s goals.  KPIs were frequently used to "value" activities such as 

effectiveness of personnel, service, cost management and efficiency. KPIs were tied to 

the Express division long-term financial strategy, one of the elements of which is to 

aggressively manage the costs of all functions. With the exception of key investments to 

drive organic growth of the division, all functions were expected to reduce their costs 

year-on-year in line with business plan targets. Whilst these functional KPIs targets were 

set each year as part of the planning process, the definition of what these KPIs were and 

how they were measured did not change often.  

For example, to value effectiveness of cost management, the relevant KPI could be 

“Operational cost per kilogram” which indicates how much it costs by delivering 1 

kilogram goods within the organization. The KPI will help the management board 

keeping track with the effectiveness of business operation in terms of cost. 

4.3.2. The principles of developing the KPIs 
The basis for these key performance indicators, according to the corporate controlling 

manual [7], was as follows: 
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1. Reflect the organizational Goals 

2. Be quantifiable 

3. Be key to the organizational success 

4. Be clear and not prone to manipulation 

5. Be the focus of management and enforced at all levels 

6. Derived from Common Reporting Systems 

7. Be limited in quantity (in order to keep everyone's attention focused on 

achieving the same KPIs) 

4.3.3. KPIs Pyramid Structure in the 
organization  

According to Corporation controlling manual, Functional KPIs were developed under the 

assumption of a three-tier approach (ranking the KPIs in order of importance). They were 

including Master KPIs, scorecard KPIs and detailed analysis KPIs.[7] 

Master KPIs were the ones reported in business performance cockpit to support top 

management decision making, for example “total commercial cost as the percentage of 

revenue” was one of the master KPIs,  while second-level KPIs were the ones reported in 

scorecard to support functional management decision making, one good example could 

be “sales costs as percentage revenue”; and detailed analysis KPIs give even more details, 

they were the ones used for operational decision making, an example from the same 

business function could be “direct sales as percentage of total revenue”.  

The entire pyramid was supported by regional KPIs with further drill down into the 

country level.   
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Figure 5.1 Functional KPI pyramid 

4.3.4. The covered Functions of KPIs in the 
organization 

The global KPIs cover the following business functions:[5] 

 Aviation 

Manage the business division’s worldwide air network, supporting directly the 

organization’s business. 

 Operations 
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All the relevant operations movement, such as pick-up and delivery, hub and 

gateway, operation supports functions and so on. 

 Commercial 

Commercial is relevant to the organization’s Customer Services, Marketing, 

Sales and Communication Functions.  

 Finance 

The finance function consists of the people, technology, business processes, 

and policies that dictate tasks and decisions related to financial resources of 

the organization. 

 IT 

IT function provides different kinds of services that can be grouped into the 

following eight service types: 

o Development 

o Consulting 

o Customer Integration 

o Maintenance & Support 

o Distributed Computing (Desk) 

o Service Desk 

o Hosting 

o Telecommunication      

In the next sections we will describe each KPI by functions in detail. 
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4.4. KPIs by functions 

4.4.1. Aviation 
The Aviation function manages the business division’s worldwide air network, which 

forms the backbone of the organization's business model. The organization was building 

up its own dedicated international network to meet the varied demands of its global 

customers and integrate the current regional set up, creating one “virtual global airline”. 

Aviation was responsible for the supply and management of the business division’s 

network, it has two main objectives:[7] 

1.  Provide a competitive air service 

2. Provide that service at a competitive cost 

In order to track its performance according to the objectives, KPI set were developed by 

three dimensions: service performance KPIs, Efficiency Performance KPIs and Cost 

KPIs. 

4.4.1.1. Aviation KPI set: 
 Aviation KPI set from the three dimensions mentioned above will be listed as below 

with name and definition of each KPI:  

Service KPIs from Supply side, the KPIs were used for monitoring the service 

performance in aviation function by the organization.  

 

S 

E 

R 

V 

I 

KPI Definition 

OTD (On time 

departure) 

% of flights departing within 15 minutes of scheduled departure time.  

OTA (On time 

arrival) 

15 minutes: % of flights arriving within 15 minutes of scheduled 

arrival time.  
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C 

E 

60 minutes/Partial Service Failure: Regional - % of flights arriving 

within 60 minutes from scheduled; intercont- % of flights arriving in 

time in order guarantee no service level loss, meeting sort and 

connectivity (measurement based on individual lane/operator 

agreement).  

All delay codes included, core flights only; clustered by intra-regional 

and major trade lanes. Excludes charters. 

Cancellation 
% of all planned flight cancelled. Include all cancellation codes 

except management decision ones.  

Flown-as-booked  

% of cargo that was flown as planned in commercial air. That 

excludes material that was offloaded (completely or partially) and 

materials where problems were found at the recovery process.  

 

Productivity KPIs from Supply side, the KPIs were used for monitoring business 

operating efficiency in aviation function by the organization. 

   P 

R 

O 

D 

U 

C 

T 

I 

V 

I 

T 

KPI Definition 

       Master KPI: 

       Volume load factor 

Average volume load factor, taking into consideration A/Cs’ optimal 

ULD (unit load device) fit for each position, space left empty inside 

ULDs and loose cargo space 

 

scorecard KPI: 

Block hours per 

Aircraft 

Block hours flown per month on dedicated A/C (aircraft’s cargo) 

divided by number of dedicated A/C. (Broken down by A/C type, 

wide-body, narrow-body and feeders) 

Scorecard KPI: 
ATK- Available tons kilometer (capacity). The product of Total 

Capacity Kilos multiplied by the distance in km of each sector 
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Y ATK 

 

Cost KPIs- Supply side, the KPIs were used for monitoring cost effectiveness in aviation 

function by the organization 

 

 

 

 

C 

O 

S 

T 

KPI 
Definition 

Master KPI: 

Cost per Flown Kg 

Aviation Cost/ total flown kg 

Scorecard KPI: 

Dedicated air net 

CPK 

Total dedicated Aviation costs including depreciation, net of ACS 

(Air Capacity Sales) cost offset, divided by total flown core kg per 

region 

Scorecard KPI: 

Purchased air spend 

Total commercial Cost.  

Scorecard KPI: 

Total Aviation costs 

Total dedicated operations Aviation costs including depreciation. 

Scorecard KPI: 

Total ACS offset 

Total net Aviation related ACS contribution as cost offset to 

Aviation’s P&L. Contains Air Cargo Sales and charters 

Detailed KPI: 

Cost per Block hours  

Aviation Cost/Total block hours 

Detailed KPI: 

Inventory cost per 

Aircraft 

Total inventory cost/ Total number of Aircrafts 
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Detailed KPI: 

ACMI per TKT 

ACMI cost of dedicated fleet excluding charters divided by ATK. 

Broken down by A/C type, wide-body, narrow-body and feeders.  

ACMI (wet lease)- Aircraft, Crew, Maintenance & Insurance, term for 

“full” lease of an aircraft including crews, maintenance & insurance. 

ATK- The product of Total Capacity Kilos multiplied by the distance 

in km of each sector 

Scorecard KPI: 

Average CPK PA 

Average commercial Cost Per Kilo based on billed kilograms.  

 

Cost KPIs- from Demand side 

 

 

C 

O 

S 

T 

KPI  
Definition 

Master KPI: 

Recharge net CPK 

( cost per kilo)  

Average net Cost Per Kilo recharged to Exp regions from Aviation 

via Galexe. ( internal business operation) 

- Aviation Recharges are calculated by summing the regional Owned 

and chartered costs, Purchased Air costs, ACS net cost offset, the 

allocated Aviation Intercontinental costs, Support Costs and some 

Other costs. 

Scorecard KPI: 

Aviation cost as % of 

revenue 

Aviation cost / Revenue 

 

 

4.4.1.2. Aviation KPI set in Pyramid 
Aviation KPI set showed in the structure of KPI pyramid was as below: 
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Demand side: 

 

Figure 5.2 Aviation KPI Pyramid-demand side 

Supply side: 
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1) CPK = Cost per  kg ( As incurred in Aviation entities, based on flown; 2) Purchased Air;  

3) Block hour ;4) LF=flown volume/available capacity 5) Available tons kilometer (capacity) 

Figure 5.3 Aviation KPI Pyramid-supply side 

4.4.2. Operations  
Operation function mainly includes activities as following: Pickup and Delivery, 

Terminal Handling, Customs, Domestic Linehaul, International Linehaul, Customer 

Special Services, Gateways, Hubs and all the Operations Support Functions. In order to 

help the organization define and measure progress toward the organizations’ goals, KPIs 

were defined by two dimensions: [7] 

 Productivity: Productivity measurements were developed to manage the labor 

force 

 Cost: Operational costs were the largest percentage of the whole business unit’s 

costs and thus operational KPIs were essential to the organization’s success.   
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4.4.2.1. Operation KPI set 
Operation KPI set from the two dimensions mentioned above will be listed as below with 

name and definition of each KPI:  

Productivity KPIs, the KPIs were used for monitoring business operating efficiency in 

operation function by the organization. 

 

  

P 

R 

O 

D 

U 

C 

T 

I 

V 

I 

T 

Y 

KPI Definition 

Master KPI: 

Moves/FTE/Day 

 

Moves / full time employee/ Weighted Working Days 

 

Scorecard KPI: 

Kg/FTE/Day 

 

Weight / full time employee / Weighted Working Days 

Detailed KPIs: 

Moves/PuD FTE/Day 

Moves / full time employee for Pickup & Delivery 

Functions / Weighted Working Days 

Detailed KPIs: 

Shipments/Term Hand 

FTE/ Day 

Shipments full time employee for Terminal Handling 

Function / Weighted Working Days 

Detailed KPIs: 

Kilos/H&Gateway FTE/ 

Day 

Weight / full time employee for Hubs & Gateway Functions 

/ Weighted Working Days 

Detailed KPIs: 

Shipments/Dom LH 

FTE/ Day 

Shipments / full time employee for Domestic Linehaul 

Function / Weighted Working Days 

 

Cost KPIs, the KPIs were used for monitoring cost effectiveness in operation function by 

the organization 
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C 

O 

S 

T 

KPI Definition 

Master KPI: 

OCPM 

Operations costs (both direct and indirect functions)/ Moves 

Scorecard PKI: 

FCPM 

Facility Controllable costs / Moves 

Scorecard PKI: 

OCPK 

Operations costs (both direct and indirect functions) / Weight (kg) 

Scorecard PKI: 

FCPK 

Facility Controllable costs / Weight(kg) 

Scorecard PKI: 

Ops Cost as  

Percentage of 

Revenue 

Operations costs (direct and indirect functions) / Revenue 

Scorecard PKI: 

Facility Cost as  

Percentage of 

Revenue 

Facility Controllable costs / Revenue 

Detailed KPI: 

PuD cost/Move 

Total costs for Pickup & Delivery Functions / Moves 

Detailed KPI: 

Term Hand 

cost/ Shipment 

Total costs for Terminal Handling Function / Shipments 

Detailed KPI: 

H&G Gateway 

cost / Shipment 

Total costs for Hubs & Gateway Functions / Shipments 

Detailed KPI: 

Dom LH cost / 

Shipment 

Total costs for Domestic Linehaul Functions / Shipments 

Detailed KPI: 

Customs Costs / 

Total costs for Customs function / dutiable TD shipment   
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per dutiable TD 

shipment 

Detailed KPI: 

Indirect Ops 

Cost / Shipment 

Total costs of Operation Support Functions / Shipments 

Detailed KPI: 

Functional Cost 

as percentage 

of revenue  

 Total Cost of Pickup & Delivery Functions / Revenue 

 Total costs of Terminal Handling Function / Revenue 

 Total costs for Hubs & Gateway Functions / Revenue   

 Total Cost of Customer Special Services / Revenue 

 Total costs for Customs function / Revenue 

 Total costs for Domestic Linehaul Functions / Revenue 

 Total costs for International Linehaul Function / Revenue 

 Total costs of Operation Support Functions / Revenue 

 

Detailed KPI: 

Functional Cost 

as percentage 

of total 

operations cost 

 Total costs for Pickup & Delivery Functions / Operational 

Cost 

 Total costs for Terminal Handling Function / Operational 

Cost  

 Total costs for Hubs & Gateway Functions / Operational Cost  

 Total Cost of Customer Special Services / Operational Cost 

 Total costs for Customs function / Operational Cost 

 Total costs for Domestic Linehaul Functions / Operational 

Cost 

 Total costs for International Linehaul Function / Operational 

Cost 

 Total costs of Operation Support Functions / Operational Cost 

 

 

4.4.2.2. Operation KPI set in pyramid 
Operation KPI set showed in the structure of KPI pyramid was as below: 
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Figure 5.4 Operation KPI Pyramid 

4.4.3. Finance 
Financial KPIs were developed by two dimensions:[7] 

 Productivity  

 Cost  

 

Finance KPI set from the two dimensions above will be listed as below with name and 

definition of each KPI:  

 

4.4.3.1. Finance KPI set 
 

Productivity KPIs, the KPIs were used for monitoring financial efficiency by the 

organization. 
 

     P KPI Definition 
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R 

O 

D 

U 

C 

T 

I 

V 

I 

T 

     Y 

Master KPI: 

DSO 

Days Sales Outstanding : 3rd party receivables / gross sales (last 3 

months) * no. of calendar days (last 3 months) 

Master KPI: 

DPO 

Days Payables Outstanding : 3rd party payables / spend (last 3 

months) * no. of calendar days  (last 3 months) 

Scorecard KPI: 

Controlling 

FTEs/ m. EUR 

Revenue 

Controlling FTEs per Revenue (million), Calculated as: 

Controlling FTE / (Revenue/1,000,000) 

 

Cost KPIs, the KPIs were used for monitoring cost effectiveness in finance function by 

the organization 
 

 

 

 

 

C 

O 

S 

T 

KPI Definition 

Master KPI: 

Finance Costs 

percentage of 

Revenue 

Finance and Controlling Costs / Total Revenue 

Either total of Finance and Controlling Function or per Sub-

Function as described in the KPI Pyramid. 

Sub-functions for which the KPI is calculated are: 

 Controlling 

 Billing 

 Accounting & Reporting 

Scorecard KPI: 

Finance (Sub-

Function) Costs 

percentage of 

Finance costs 

Finance sub-function costs / Total Finance and Controlling costs 

Sub-functions for which the KPI is calculated are: 

 Controlling 

 Billing 

 Accounting & Reporting 
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4.4.3.2. Finance KPI set in Pyramid 
 

Finance KPI set showed in the structure of KPI pyramid is as below: 

Figure 5.5 Finance KPI Pyramid 

4.4.4. IT 
The IT centers provide different kinds of services that can be grouped into the 

following eight service types. Each of the IT cost centers of Global Information 

Services was assigned to a certain service type:[7] 

 Development, 

 Consulting, 

 Customer Integration, 

 Maintenance & Support 

 Distributed Computing (Desk), 
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 Service Desk 

 Hosting 

 Telecommunication 
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Figure 5.6 Highest level is Functions of Service types, Then comes Service Types and 

the branches represent Sub-Services 

4.4.4.1. IT KPI set 
There were 7 KPIs defined in IT function, the KPIs were mainly used for monitoring cost 

effectiveness in IT function by the organization 

 

KPI Definition 

Master KPI: 

IT cost of revenue [%] 

IT cost (regional/global) / revenue (regional /  global) 

It shows how much IT cost are spent for each  of revenue. 

Scorecard KPI:  

IT function cost as % of 

total IT cost 

All IT cost centres / departments under responsibility of IT 

demand management/ Total IT cost 
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Scorecard KPI:  

Non-IT function cost as % 

of total IT cost 

IT costs of other functions (e.g. operations or finance)/Total IT 

cost 

Scorecard KPI:  

IT cost per move/shipment 

IT cost (regional/global) / Number  of move/shipments 

(regional/global) 

It shows the efficiency of IT per move or shipment 

Scorecard KPI:  

IT cost per FTE 

IT cost (regional, global) / Number of FTE  (regional, 

global) 

It shows how many IT costs have to spend per each “Full-

Time-Equivalent”. 

Scorecard KPI:  

Build in % of Total IT cost 

Build (regional/global) / Total IT Cost  (regional/global) 

Build includes for this KPI operation expenditures (OPEX) and 

capitalization expenditures (CAPEX).Eg: IT product 

development. Total IT cost includes all functional and non-

functional IT costs of the cash view. 

Scorecard KPI:  

RUN in % of Total IT cost 

Run (regional/global) / Total IT Cost  (regional/global) 

RUN considers for this KPI all cost items of the cash view. 

E.g.maintenance and support services.  Total IT cost includes 

all functional and non-functional IT costs of the cash view. 

4.4.4.2. IT KPI set in Pyramid 

IT KPI set showed in the structure of KPI pyramid was as below: 
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Figure 5.7 IT KPI Pyramid 

 

4.4.5. Commercial 
Commercial Functions were defined as all Functions under the Customer Services, 

Marketing, and Sales & Communication; commercial KPIs cover the measurements 

of:[7] 

 Revenue 

 Productivity  

 Cost  

Operation KPI set from the three dimensions mentioned above will be listed as below 

with name and definition of each KPI:  
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4.4.5.1. Commercial KPI Set 
Revenue KPIs, the KPIs were used for monitoring revenue development in commercial 

function by the organization. 

 

 

 

R 

E 

V 

E 

N 

U 

E 

KPI Definition 

Master KPI: 

Revenue by product 

Revenue Third Party /product 

Scorecard KPI: 

VAS (value-added 

Service) Revenue as % 

of total revenue 

VAS Revenue / Revenue Third Party  

Scorecard KPI: 

Total Fuel Surcharge 

Rev as % of total rev.  

Fuel Surcharge Revenue / Revenue Third Party(%) 

Scorecard KPI: 

Revenue Per Kg 

Revenue Third Party / Billed Weight 

 

Scorecard KPI: 

Weight Per Shipment 

Billed Weight / Shipments 

Scorecard KPI: 

Shipment Per Day 

Billed Shipments / Weighted Working Days 

Scorecard KPI: 

Weight Per Day 

Billed Weight / Weighted Working Days 

Scorecard KPI: 

Revenue Per Day 

Revenue Third Party / Weighted Working Days 

Scorecard KPI: Revenue Third Party / Billed Shipment 
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Revenue Per Shipment 

 

Productivity KPIs, the KPIs were used for monitoring business operating efficiency in 

operation function by the organization 

     P 

R 

O 

D 

U 

C 

T 

I 

V 

I 

T 

     Y 

KPI Definition 

Revenue per 

Commercial FTE per 

Day 

Revenue Third Party / Commercial FTE (includes temp.) / 

Weighted Working Days 

Customized either as TOTAL of all Commercial Functions 

or per Function as described in the KPI Pyramid 

 

Shipments per 

Comm.  FTE per Day 

Billed Shipments / Commercial FTE  / Weighted Working 

Days 

Customized either as TOTAL of all Commercial Functions 

or per Function as described in the KPI Pyramid 

 

 

Cost KPIs the KPIs were used for monitoring cost effectiveness in operation function by 

the organization 

 

 

 

C 

O 

KPI  Definition 

Master KPI: 

Commercial Costs 

Percentage of 

Revenue 

Commercial costs / Revenue Third Party  

Scorecard KPI: 

Sales Cost as % of 

Sales costs / Revenue Third Party 
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S 

T 

Rev. 

Scorecard KPI: 

Marketing 

&Communication 

Costs as % of Rev. 

Marketing & Communication costs / Revenue Third Party 

Scorecard cost: 

AP&P costs as % of  

Comm costs 

AP&P costs / Total Commercial cost 

Scorecard cost: 

Travel and 

Entertainment costs 

as %  of  Comm costs 

Travel & Entertainment costs / Total Commercial costs 

 

Scorecard KPI: 

Functional Cost as %  

of  Comm. Costs 

Costs of individual Commercial Functions or Sub-Functions 

/ Total Commercial costs (%) 

The Functions/Sub-functions for which the KPI will be 

calculated are 

Sales Force Node 

Sales Support Node 

Customer Service  

GCS (Global Customer Solutions) 

Marketing  

Communication  

Functional Cost of National & Multinational is the sum of 

National Ind./Cust. Mgers & Multinational Ind./Cust. Mgers 

and National/Multinational Sales Support cost  

Functional Cost of Relationship is the sum of Major Acc. 

Managers and Field Sales and MAE/Field Sales Support 

cost  

Functional Cost of Direct Sales Channel is the sum of 

Telesales and Multi Channel and Tele Sales/Multi Channel 
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Sales Support cost  

Scorecard KPI: 

Functional Cost per 

Shipment 

Costs of individual Commercial Functions / Billed 

Shipments 

The Functions/Sub-functions for which the KPI will be 

calculated are 

Sales Force Node 

Sales Support node 

Customer Service  

GCS (Global Customer Solutions) 

Marketing  

Communication  

 Detailed KPI: 

Cost of National & 

Multinational 

/Relationship/Direct 

Sales as % of total 

CommCost/ Revenue 

Cost of National & Multinational/ Total Commercial costs 

Cost of Relationship/ Total Commercial costs 

Cost of direct sales/Total Commercial costs 

Cost of National & Multinational/ 3
rd

 party revenue 

Cost of Relationship/ 3
rd

 party revenue 

Cost of direct sales/3
rd

 party revenue 

4.4.5.2. Commercial KPI set in pyramid 
Commercial KPI set showed in the structure of KPI pyramid is as below: 
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1) Commercial Cost; 2) 3rd party revenue; 3) Multi National Ind./Cust. Managers, National 

Ind./Cust. Managers, Maj. Acc. Managers, Field Sales, Telesales, Multi Channel; 4) 

MN/Nat. Sales Supp.; MAE/Field Sales Supp., DSC Sales Supp 

Figure 5.8 Commercial KPI Pyramid 
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Figure 5.9 Commercial KPI Pyramid-revenue 

 

5. KPI Diagnosis – Empirical data evaluated 
by the proposed framework 

As mentioned in the Chapter 4,  the proposed framework would be applied for evaluating 

the KPIs from the case study, as part of the goal in the thesis, the framework will be 

tested to see if it could be applied in the real industries.  

The KPIs from case study were mapped into relevant categories in the proposed 

framework, and then they were evaluated regarding three parts: the effectiveness, the 

alignment to business strategy and the completeness – (4 perspectives) 
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Figure 6.1 the KPI diagnons framework 

5.1. Empirical KPIs diagnosis based on 12 
characters 

The principles used to develop KPIs by the organization was compared by the 12 

characteristics of effective KPIs mentioned in chapter 3.1.3, to evaluate in which level the 

KPIs were implemented in the organization. The evaluation was conducted by 3 steps as 

following: 1. matching the organization’s principles to the corresponding characteristic in 

the theory; 2. analyzing the text and evaluating to what extent there was a specification of 

how the KPIs were implemented or not; 3. testing and confirming my interpretation with 

an expert who was working in the area in the investigated organization. 

The evaluation result was confirmed by the KPIs owner in the investigated division of the 

organization, and it showed in the column “implementation level”. 

 

12 
characteristics 

in Theory 

Principles applied by the 
investigated organization  

 
Source 

Implementation 
level  
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1. Aligned 

1.Reflect the organizational Goals 

3.Be key to the organizational success 

5.Be the focus of management and 

enforced at all levels  

 

Corporation 

controlling 

manual[7] 

fully 
implemented 

2. Owned 
the KPIs are developed only for the 

business division  

interviews with 

the KPIs owner 

fully 
implemented 

3. Predictive 
most of the KPIs used by the 

organization are Financial KPIs, 

therefore they are lagging KPIs 

interviews with 

the KPIs owner 

Not implemented 

4. Actionable 

2.Be quantifiable 

Corporation 

controlling 

manual[7] 

fully 
implemented 

5. Few in 

number 
7.Be limited in quantity  

Corporation 

controlling 

manual[7] 

fully 
implemented 

6. Easy to 

understand 
4. Be clear and not prone to 

manipulation 

Corporation 

controlling 

manual[7] 

fully 
implemented 

7. Balanced and 

linked 

KPIs lack links among different 

perspectives 

interviews with 

the KPIs owner 

Not implemented 

8. Trigger 

changes 

Not all the KPIs used by the 

organization will trigger a chain of 

changes, but some of them can trigger 

the change,  for example: "on time 

arrival" will have an impact on the 

service quality, therefore leading to 

customers' satisfaction  

interviews with 

the KPIs owner 

partially 
implemented  

9. Standardized 6.all the KPIs derived from Common 

Reporting Systems 

Corporation 

controlling 

manual[7] 

fully 
implemented 

10. Context 

driven 

According to the purpose of using 

KPIs: "These measurements help an 

organization define and measure 

progress toward the organization’s 

goals." 

interviews with 

the KPIs owner 

fully 
implemented 

11. Reinforced 

with incentives 

The corporation has bonus system that 

linked with certain KPIs, for example 

EBIT( Earnings before Interest &Tax), 

EAC ( EBIT after Asset Charge) and 

so on 

interviews with 

the KPIs owner 

fully 
implemented 
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12. Relevant 

the functional KPIs targets are set each 

year as part of the planning process, 

however the definition of what these 

KPIs are and how they are measured 

does not change often 

interviews with 

the KPIs owner 

Not implemented 

 

Figure 6.2 KPI principles comparison 

The analysis result:  

 

                        

Figure 6.3 result - KPI Effectiveness 

The strength: from the table of KPI principles comparison, it shows that the most of the 

principles applied by the organization while developing their KPIs were in line with the 

theoretical criteria.   

The weakness: 1. there were no leading KPIs used, which means the KPIs the 

organization is using couldn’t be predictive to help the business react to avoid the 

unexpected result before it is taking place; 2. the KPIs defined by business functions have 

no direct connections with each other, so it could be hard to see the sequences as well as 

to find the root problems when there is red flag on some of the indicators; 3. the KPI set 

was not changed so often, which means either the organization doesn’t adjust their 

business strategies that often or there is a risk that the KPIs will lose track of their 

business strategies. 
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5.1.1. Empirical KPIs diagnosis based on the 
alignment of business strategies 

To be able to evaluate the alignment of the KPIs from investigated organization, we need 

to be clear about what the business vision and strategies were. Based on the corporation 

strategy document, the Business Strategies were summarized as following: [5] 

1. To support and thrive global trade through their logistics services by meeting 

customers’ domestic and international transport requirements worldwide. 

2. To foster their personal relationships with their customers and overall company 

success by creating an environment where people enjoy working together. 

3. Organization’s long-term financial strategy: to aggressively manage the costs of all 

functions. With the exception of key investments to drive organic growth of the 

division, all functions were expected to reduce their costs year-on-year in line with 

business plan targets. 

The managerial( Master KPIs) and functional KPIs (scorecard KPIs) from chapter 5 

empirical studies were included in the organization’s global reporting pack, which 

were linked to business goals and strategies, to give a big picture regarding the 

perspective of business functional performance management. [7] Therefore they 

were mapped to the strategic KPIs in the analysis as following. They were evaluated 

regarding to the alignment to the business vision and strategies.  

The mapping method and the evaluation result have been confirmed by the KPI 

owner in the investigated division of the organization, and it showed below: 

 
Strategic KPIs  

Financial 

perspective 

• Revenue Third Party/product 

• VAS (value-added Service) Revenue as % of 

total revenue 

• Total Fuel surchange revenue as % of total 

revenue 

• Revenue per Kg 

• Revenue per day 

• Revenue per shipment 
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•  DSO 

•  DPO 

• Finance cost % of Revenue 

• IT cost % of Revenue 

• Commercial cost % of Revenue 

•Aviation cost as % of revenue 

• Operations costs ( direct and indirect functions) 

/ Revenue 

• Facility Controllable costs/ Revenue 

• Controlling FTE/Revenue  

• Finance (sub-function) costs % of  Fiance costs 

• IT function cost as % of total IT cost 

• Non-IT function cost as % of total IT cost 

• IT cost per move/ shipment 

• IT cost per FTE 

• Sales cost as % of Revenue 

• Marketing&Communication cost as % of 

Revenue 

• AP&P cost as % of Comm.costs 

• Travel and Entertainment costs as % of Comm. 

costs 

• Functional cost as % of Comm. costs 

• Cost of 

National&Multinational/Relationship/Direct 

Sales as % of total Comm.Cost/Revenue 

• Build in % of Total IT cost 

• Run in % of Total IT cost 

Internal 

Business 

process 

(Innovation, 

operation, 

service) 

• Volume load factor 

• Moves/FTE/Day 

• Block hours per A/C 

• Available tons kilometer(capacity) 

• Kg/FTE/Day 

• Weight per shipment 

• Shipment per day 

• Weight per day 

• Cost per Flown Kg 

• Recharge net CPK (cost per kilo) 

• Operations costs ( both direct and indirect 

functions)/ Moves 

• Dedicated air net CPK 

• Purchased air spend 

• Total Aviation costs 

• Total ACS offset 

• Average CPK PA 

• Facility controllable cost/ Moves  

• Operations cost ( both direct and indirect 

functions) / Weight (kg) 

• Facility Controllable cost / Weight (kg) 

• Functional cost per shipment 

 Figure 6.4 strategic KPI comparisons 
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The analysis result:  

 

 

Figure 6.5 Result – KPI alignment 

The strength: The Financial KPIs were covering revenue development as well as cost 

follow-ups for all the business functions. It was linked tightly to the corporation’s 

financial strategy in growth and at the same time to aggressively manage the costs of all 

functions and reduce the costs year-on- year. 

The weakness: There were KPIs missing in several areas that mentioned in the business 

strategy: 

 Financial perspective: There were no strategic KPIs to follow up the investment 

performance while there was strategy stated as driving organic growth of the 

division by the key investment.  

 Customer perspective: The strategic KPIs from customer perspective were 

completely missing. There should be KPIs developed to follow up their customer 

satisfactions, growth of target customers while their business strategy was to meet 

customer’s domestic and international transport requirement worldwide.   

 Internal Business process perspective: There were no KPIs to follow up flexibility 

of customer-tailored products; product improvement or new product introduction, 

while their business strategy was to meet their customer requirements.  

 Learning and growth perspective: The strategic KPIs from learning and growth 

perspective were also completely missing. There should be KPIs developed to 

follow up their customer relations, their employee’s satisfaction at work, staff 

retention rate, strongness of the organization culture, while they were aiming to 
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strengthen the relationships with their customers and creating an environment 

where people enjoy working together.  

5.2. Empirical KPIs diagnosis based on the 4 
perspectives 

All the KPIs from empirical studies were mapped into relevant categories in the analysis 

to diagnose the completeness of the KPIs in 4 perspectives.  

The mapping method and the evaluation result have been confirmed by the KPI owner in 

the investigated division of the organization, and it showed below: 
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5.2.1. KPIs Mapped to Financial perspective   

 

                                      Figure 6.6 KPI 4 perspective comparisons – Financial 

The analysis result:  
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Figure 6.7 Result KPI – Financial completeness 

Strength: the organization’s KPI set covered comprehensively to their financial 

performance management, there were very detailed KPIs for organization’s revenue 

development as well as cost breakdowns in all the major business functions. 

Weakness: there was no KPIs for investment performance monitoring, KPIs for 

monitoring Capital Expenditure and return on investment should be developed in 

financial perspective. 

5.2.2. KPIs Mapped to Customer perspective   

 

Figure 6.8 KPI 4 perspectives comparison - Customer 

The analysis result: 
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Figure 6.9 Result KPI – Customer completeness 

Weakness: There were no KPIs developed in customer perspective to track their customer 

and market situation, there was a high risk for the organization to lose their market shares, 

lose their customers which will eventually lead to a big lose in the core business. 
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5.2.3. KPIs Mapped to Internal Business 
Process perspective   

4 perspectives in Theory  KPIs from the case study

a. Quality •OTD (On time departure)

•OTA (On time arrival)

•Cancellation

•Flown - as - booked

b.Response times/Efficiency • Volume load factor

• Moves/FTE/Day

• Block hours per A/C

• Available tons kilometer(capacity)

• Kg/FTE/Day

• Weight per shipment

• Shipment per day

• Weight per day

• Moves/PuD FTE/ Day

• Shipment/ Term Hand FTE/ Day

• Kilos/H&Gateway FTE/ Day

• Shipments/Dom LH FTE/Day

• Shipment per commercial FTE per day

c. Cost
• Cost per Flown Kg

• Recharege net CPK (cost per kilo)

• Operations costs ( both direct and indirect functions)/ Moves

• Dedicated air net CPK

• Purchased air spend

• Total Aviation costs

• Total ACS offset

• Average CPK PA

• Facility controllable cost/ Moves 

• Operations cost ( both direct and indirect functions) / Weight (kg)

• Facility Controllable cost / Weight (kg)

• Functional cost per shipment

• Cost per Block hours

• Inventory cost per Aircraft

• ACMI per TKT 

• PuD cost/ Move

• Term Hand cost / Shipment

• H&Gateway cost/Shipment

• Dom LH cost/ Shipment

• Customs costs/dutiable TD shipment

• Indirect Ops cost / Shipments

• Functional cost as % of revenue

• Functional cost as percentage of total operation cost

d. New product introductions NA

Internal 

Business 

process 

(Innovation, 

operation, 

service)

 

Figure 6.10 KPI 4 perspectives comparison – Internal Business Process 

The analysis result: 
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Figure 6.11 Result KPI – Internal Businss Process completeness 

Strength: It showed that the organization had good measurements and follow-ups on the 

product quality and operational efficiency, and also had good control for their operational 

cost.  

Weakness: There were no KPIs to monitor the status for new product development which 

was important for the organization to keep their competitive advantages in the industry 

by meeting the growing demands of their customers. 

5.2.4. KPIs Mapped to Learning and Growth 
perspective   

 

Figure 6.12 KPI 4 perspectives comparison – Learning and Growth 

The analysis result: 
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Figure 6.11 Result KPI – Internal Business Process completeness 

Weakness: There were no KPIs to monitor the performance in Learning and Growth 

perspective in the management level. As we know learning and growth was the basic 

layer to support the organization from daily operations to the long-term growth and 

development. Therefore it was extremely important to have KPIs to follow up 

employee’s satisfaction, staff retention, information system and other supporting 

functions as well as the internal organizational processes.  
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5.2.5. Summary of the result in the case study 

 

 

Figure 6.11 Summary of total result  

The framework above showed the overall evaluation results for the case study.  

It gives a clear picture about what were the strong and weak areas of the organization’s 

KPIs regarding to the effectiveness, the alignment and the completeness and thus it  

shows in which areas the KPIs should be further improved by the organization.  

The evaluation results were confirmed by the managers responsible for the KPI in the 

organization. The results cannot be considered as a verification of the usefulness of the 

proposed framework, however they can be an indication that the framework has a high 

potential to be used as an effective tool to help organizations detecting the missing KPIs.  

When comparing the proposed framework with other frameworks, it was concluded that 

the COBIT framework could not be used for evaluation an organization to determine if if 

the organization has enough of needed KPIs since it included criteria only relating to the 
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IT perspective of organizational functions. In a similar way it was concluded that the 

balanced scorecard model could not evaluate KPIs as comprehensively as the way the 

proposed framework did, since it only use a limited number of components of the 

proposed framework.  Therefore I concluded that the proposed framework had a more 

general usefulness and evaluated KPIs in a more comprehensive way compared with the 

COBIT framework and the Balanced Scorecard approach. 

 

 

 

6. Epilogue 

6.1. The proposed framework  
Based on the scientific theory, a framework has been developed to diagnose the 

successful parameters of KPIs in the organizations.  

The major contribution of this thesis is that I have combined the scientific theories related 

to how to develop successful KPIs in an organization into a general framework for 

organizations to evaluate and improve their KPIs. 

In my case study I have tested the proposed framework and demonstrated how the 

framework can be used. However this is not enough to verify its usefulness in a general 

sense, therefore to be able to make sure it can be used as an aid for evaluating the 

different parameters of KPI’s in an organization generally it should preferably be tested 

more extensively. 

Therefore I conclude that the developed framework stands a high chance of being useful 

generally if it proves to work well in further tests. And at this stage I consider the 

proposed framework to be a hypothesis for how one could evaluate and improve the 

successfulness of KPI’s in organizations. 
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6.2. Disclaimers 
There were a number of factors that might have an impact on the result of the thesis: 

1. As mentioned before, there was a limitation for testing the proposed framework in 

a more extensive sense to verify the general usefulness in all industries.  

2. Since the research was conducted based on one large organization, the proposed 

framework might be limited for the general use within all scales of organizations.  

3. There were difficulties to collect relevant information for the case study, for 

instance, no unified KPIs document aligned with all business functions, therefore 

it was extremely hard to collect all the relevant KPIs from the business unit that 

was presented in the case study. 

4. Additionally, since I have been working in the investigated organization, I have 

developed impressions about the business division where the case study 

conducted within.  My subjective interpretations might be involved when 

organization’s KPIs documents were not clear enough. 

5. Beside the impact factors presented above, another limitation for the thesis was 

that due to fact that the investigated organization would not like to expose their 

internal information, we were agreed that the interviews and the internal 

documents used in the thesis would not be attached as appendix. 

 

6.3. Future research 
In order to be sure about the developed framework can be used to diagnose KPIs 

successfulness in any organizations and in any industries, the framework should be tested 

formally in more organizations. If extensive studies with the framework can be carried 

out this could verify if the framework could be used as a universal model to evaluate the 

KPIs successfulness in general. 
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