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Chapter 29 - Performance Evaluation
Concepts
1.

Explain the KPI and what it indicates

2.

Is it Important?

3.

Is it good or bad

4.

Try to find some other percentage or ratio like NP Ratio

5.

Analysing the Trend:
If Increasing, then it is simple
If decreasing, then also it is simple
If changing, we can use an average

6.

Impact

7.

Interlink with other KPIs and impact on other KPI

8.

Suggestion

Q1 / Category - Classwork/ Star Rating -

⭐⭐⭐

1.

RTP - MAY 2020.

2.

It is a coaching institute that provides coaching for JEE. We have been asked to analyse the
performance for the year. They expect next year's business to be worse. Their standard fees
per student have increased from 12000 to 15000 although centres are allowed to give
discounts or scholarships.

3.

Revenue: Gross Fees of Spicy have increased by 5.66% in 2019. It has also got higher SHR and an increase
in average standard fees per student (M$ 15,000 vs. M$ 12,000 per student). Net Fees have only increased
1.22%, this reflects the significant 35.13% increase in the discounts or scholarships offered. The company
has got higher SHR by offering discounts or scholarships, which itself is good but it will also generate
additional revenue from the sale of books and test series.

4.

Operating Profit: Revenue increased but operating profits have fallen by M$ 14,52,000 (6.00%) between
2019 and 2018, due to a sizeable increase in operating costs, which is not good and should be investigated.
Try to reduce those costs which do not reduce the students’ satisfaction, for example, not providing
enough time by faculty to students for doubt solving. The increase in costs has also led to a fall in operating
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profit margin. The margin falls from 20.53% to 18.90%. This reduced profitability is also reflected in the
institute’s return on capital employed which has fallen slightly from 64.21% to 60.30%. This suggests that
the value that Spicy is generating from its assets is falling.
5.

Students Satisfaction Rate (SSR): The rating suggests that, in the space of one year, it has lost 1.5 points
in a scale of 1-10, being the top Engineering Coaching Institute, Spicy cannot afford to lose the points.
Therefore, Spicy needs to ensure that student satisfaction levels are maintained as high as possible and it
is also important to know how its students feel about the services it offers. Moreover, the decision to defer
the remedial programme is likely to have a detrimental impact on future performance.

Q2 / Category - Classwork/ Star Rating -

⭐⭐

1.

RTP - NOV 2020.

2.

Production Performance:

(i)

Modifications to orders: This results in additional cost. Such instances were higher than 10% in the first
three months. With experience, either in the order taking process or manufacturing process, these errors
have reduced substantially in the later months. Suggestion: Management should want to set a benchmark,
financially in terms of the cost of modification & non-financially in terms of the acceptable threshold for
such instances. Monthly tracking of this metric will help detection of errors earlier.

(ii)

Production downtime: Production downtime normally occurs either due to a breakdown of machinery or
plant maintenance. It is unproductive time, reducing the machine’s capacity. It must be kept minimum.
Downtime hours have been steadily increasing in the past 3 months, the overall monthly average being
91.67 hours. The production manager has to analyze and take corrective action at the earliest. The
urgency of the issue can be compounded by the fact that sales orders under the “make to order” model
have been increasing steadily over the last few months. In the latest month, 38% of the overall sales were
from this model. Therefore, the production capacity should be utilized optimally to ensure the ability to
meet delivery deadlines.

(iii)

Labour Idle time: Labor Idle time due to unavailability of material is another unproductive waste of
resources. On average 20.5 hours of labour time is idle due to the unavailability of the appropriate
material. Appropriate steps with suppliers can lead to agreements to ensure a seamless supply of material
when required.

3.

Delivery Cycle Performance:

(i)

On-time delivery: Company has to be deliver to the customer within 3 working days of placing an order,
else the company has to give a discount of 5%. Prompt delivery is also the company’s selling point to
attract customers, who would otherwise patronize its rivals. On average 5% of the orders are not delivered
within time. Therefore, the average delivery success rate is only 95%. The management has to take steps to
ensure that this is kept to the minimum and not to stem the loss of revenue as well as to build brand
loyalty with the customer base.
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4.

Customer Satisfaction:

(i)

Repeat orders by customers: Statistics shows that repeat orders have steadily increased, which is a very
positive signal to the management. Initially, only 4% of the customers under this model placed repeat
orders. This increased substantially. Now almost 63% of the customers who purchase under this model
come back with more orders!

(ii)

Sales mix: Business is picking up. This model generates an average of 28% of the total sales from the
outlet, with a likely projection of having a higher share in the overall sales mix. Therefore, the “make to
order” model can be termed a success.

Q3 / Category - Classwork/ Star Rating -

⭐⭐⭐

1.

RTP - NOV 2020.

2.

It is a company that takes care of older people

3.

It has 4 objectives for 3 months.

a.

to achieve a level of donation of Rs.30,00,000: Target exceeded as the actual donation was Rs. 31,00,000

b.

to keep advertisement cost not more than 3% of the donation: It was within target in the first month but it
increased in the 2nd month (might be some fundraiser was done) last month, it was at 3%.

c.

to keep welfare cost more than 85% of the donation: First 2 months, it was lower and then it was higher.
Overall, it was fine for 3 months.

d.

to achieve 90% of respite care requested from the community. It has been improving although it was lower
in the first 2 months. Overall target not met.
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