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“Valued contribution to reach the goal of an organization” (Melchert & Winter 2004 as cited 
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Continuous improvements: ISO 14001 defined continuous improvement as a process that 
enhances the management system in organization to achieve improvements in performance. 

Cost-effectiveness: is a measure that indicates how much the invested capital can be 
economically beneficial in long term (Al-Najjar & Kans, 2006). 

Measurement: Help to assess the present situation or condition in accordance with set 
objectives (Amaratunga & Baldry, 2002). 

Performance measurement: Provides an opportunity to investigate what has happened not 
why happened (Amaratunga & Baldry, 2002). 

Performance management: Performance measurement results are utilized to improve the 
performance to achieved desired organizational goals (Amaratunga & Baldry, 2002). 

Productivity: “The relationship between the output generated by a production or service 
system and the input provided to create this output” (Prokopenko, 1987). 

Strategy: “An organization strategy describes how it intends to create value for its 
shareholders, customers and citizens” (Kaplan & Norton, 2004). 

Strategy alignment: It means all the activities within company should help to achieve the 
strategic goals (Hudson & Smith, 2007). 
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1. Introduction 
Introduction chapter highlights the importance of research area; it starts with background to 
motivate the readers, tells about performance measurements, and moves to problem 
discussion, presentation and formulation. The problem formulation leads to the purpose of the 
study. The chapter also includes relevance of the research problem, limitation / delimitation 
and in last the working schedule shows the planning made to conduct the study. 

1.1 Background 
Domestic and global competition has made companies to strive for better ways of operation 
(Krajewski & Ritzman, 1996). Working with challenges as opportunity, and make 
improvements in the current process will lead them to face the future threats (Krajewski et al. 
2007). According to Eccles (1991) hard realities of competition have made the management 
to rethink their practices and develop effective system to measure the business performance. 
Neely (1999) adds that competition has made the companies to focus on their customer 
requirements, and it moved from cost driver to value addition. Meeting the customer 
requirements, organizations need to know their current performance level and customer 
expectation for competing in markets. Globerson (1985) stated organizations may find lack in 
their criteria to evaluate the organizational or individual performance, this made it difficult to 
manage and improve operations.   

According to Gits (1992) production is one of the key and primary function of the 
organization.  Huang et al. (2003) argued this requires the companies to be efficient, work to 
optimize, and improve the productivity level. Skinner (1974) adds production objectives 
clarity makes it possible to achieve desired goals. Muchiri & Pintelon (2008) are of the view 
that production losses lead to decrease in productivity due to an inefficient manufacturing 
process. According to Skinner (1974) low productivity and high cost problems could be 
tackled effectively by managing the processes. Globerson (1985) argued operational 
objectives will be achieved by meeting operational performance criteria. According to 
Ghalayini & Noble (1996) improvements in production technology shifted the performance 
measure to new variables; traditional performance measures mainly based on financial 
perspective no longer can represent the actual performance. 

Losses identification and elimination in the production process require working with 
performance measurements to account for improvements in productivity (Muchiri & Pintelon, 
2008). Performance measurement information reflects on the strength and weakness of 
production process (Bunse et al. 2011). Performance measurement supports the decision 
maker to improve the processes by providing the current status of the performance (Ron & 
Rooda, 2006). Performance management utilizes the results of performance measurement to 
assess, follow-up and improve performance in order to achieve the desired objectives 
(Amaratunga & Baldry, 2002). According to Neely (1999) linkage of financial measure with 
non-financial measure better represents performance measurement. Ghalayini & Noble (1996) 
adds profit can be a measure however it does not locate the area of improvements to work 
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with. Non-traditional measures have become essential to identify the lacks and work with 
continuous improvements to achieve strategic objectives. 

There exists strong correlation between strategy and performance measures, and their 
alignment will ensure the execution of the strategic objectives (Neely, 1999). Bourne et al. 
(2000) stated performance measures could deviate from strategy provided the evaluation 
process of measure is not upgraded. There is a need of validation of measures with the 
strategy for avoiding the gaps and achieving the goals effectively. Neely (1999) adds that 
understanding of performance measure or the definition ambiguity can cause the disruption in 
the achievement of the objectives. Stapenhurst (2009) argued benchmarking provides an 
opportunity to improve performance by adopting best practices. In the view of Storey (1994) 
there are major differences between SMEs and large enterprises. Hudson et al. (2001) and 
Hudson & Smith (2007) have summarized these differences as competitive environment, 
organizational environment and management practices. 

1.2 Problem Discussion 
Statistic of European Commission (between 2004 and 2005) showed that Swedish SMEs are 
contributing more than lager companies for economic development and are providing 
employment opportunities. Garengo & Bititci (2007) argued that limited in-depth 
performance measurement’s practical investigation has been made for SMEs. Hudson & 
Smith (2007) argued performance management in SMEs may be not as good as the large 
companies because of the limited resources and skill of an owner-manager, so there is a 
requirement of tools or model for assessing and improving the performance of SMEs.  

Performance management provides an opportunity to investigate the implementation of plans, 
identify the lacks and work with them to make the plans as were desired (Atkinson et al. 
1997). Hudson & Smith (2007) has pointed out that effectiveness of management in SMEs 
depends very much on the skills of owner-managers, limited resources and the adhocracies 
structure of SMEs. According to Hudson & Smith (2007) most of the current performance 
measurement frameworks are only suitable for large scale companies; they are not applicable 
for SMEs due to unique structure and culture of SMEs. 

Veen-Dirks (2010) described importance of using performance measurement, and stated uses 
for performance measurement for company management. Bunse et al. (2011) argued 
production performance measurement works for providing information on the current 
situation of production, and the information can be used by company managers to improve 
their production processes. The research of Veen-Dirks (2010) indicates that sometimes the 
performance measurement is not used properly. The measurements should be comprehensive, 
comparable and properly used (Oechsener et al. 2003 and Veen-Dirks, 2010). Neely (1999) 
and Bourne et al. (2000) highlighted the importance of linkage between the strategy and 
practices at operational level, deviation between them results into performance decline. 
Hudson & Smith (2007) insisted on the strategic alignment of performance measurement for 
SMEs; the measurement designed in SMEs should reflect the performance with respect to 
company strategy, and it should also contribute to the achievement of strategic goals.  
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Amaratunga & Baldry (2002) argued performance measurement results provide the decision 
maker insights of the past to take appropriate actions for improving performance. Lebas 
(1995) stated accurate data and information will make it possible for a decision maker to 
improve performance. Denkena & Liedtke (2006) pointed out that some measurement results 
are only data in numbers, they need to be benchmarked in order to transfer the data into 
information. Some of the measurement results are not assessable because they lack 
benchmarking. Al-Najjar et al. (2004) stated benchmarking is an important tool for 
continuous improvement, and they also argued that some data resources for benchmarking 
could be: standards, historical data, other similar processes or companies. According to 
Denkena & Liedtke (2006) for SMEs sometimes the importance for benchmarking is not 
realized or it is difficult to find data to benchmark.  

1.3 Problem Presentation 
In manufacturing companies production is central and key function, the profit and growth of 
the manufacturing companies depend on the excellence of production function.  Disturbances 
in the production process result into decrease productivity and low quality products and these 
factors finally results into low profit margin and growth for manufacturing companies. Al-
Najjar (1996) also mentioned that disturbance detection and elimination causes reduction in 
wastages and leads to process improvement. Muchiri & Pintelon (2008) add more and argued 
detection and elimination of production gaps will ensure the improved productivity. 
Amaratunga & Baldry (2002) mentioned performance management make it possible to 
improve the performance while Hudson & Smith (2007) are of the view that SMEs have 
limited resources to work effectively with performance management as comparison to large 
enterprises. 

Production performance measurements identify the current status of the production process. 
Work with improvements in production process requires taking corrective actions based on 
the results of performance measurements. According to Neely (1999) companies are using 
different tools based on their shortages in order to enhance their performance. Veen-Dirks 
(2010) also argued that assessing the current performance, the result should be properly used 
to get maximum outcomes of improvement; otherwise assessing performance without 
improvement is wastage of resource. Denkena & Liedtke (2006) stated there are difficulties 
for SMEs to measure their production performance, new measurements needs to be designed. 
Garengo et al. (2005) adds limited empirical investigation for performance measurements 
have been made. 

Organizational strategy work for creating values and it guides different functions of the 
organization to work under the umbrella to achieve desired objectives. Organization strategy 
to compete in market requires production practices to be aligned. Neely (1999) adds that there 
requires an alignment of strategy with the practices in the company. There exist the practices 
which do not contribute to performance. In the view of Drucker (1992) focused performance 
measure leads to objective’s achievements, while the diversification in performance measures 
could be misleading for achievement of desired objectives. Globerson (1985) argued an 
individual performance measure contributes to achievement of objective excellence. Stated by 
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Neely (1999) performance benchmarking provides a way to identify the lacks in practices. 
Denkena & Liedtke (2006) argued SMEs usually ignore the importance of benchmarking. 

1.4 Problem formulation 
The literature review and limited empirical investigations are conducted in the area of 
production performance measurements and management to formulate the problem as follows:   

How can small and medium enterprises (SMEs) improve their production performance 
management? 

The problem formulated looks for SMEs practices of assessing, follow up and improving 
production performance with respect to strategic alignment, shortages in production 
performance measurements, benchmarking and result utilization practices.  

1.5 Purpose 
The purpose of study is to develop a model for assessing, follow up and improving the 
production performance of Small and Medium Enterprises. 

A comprehensive model will be developed based on the literature study and its applicability 
will be checked through multiple case study. The model for production performance 
management will work for assessing, follow up and improving the production performance. 

1.6 Relevance 
According to Neely (1999) organizations are forced to adopt changes, to enhance the 
performance of their practices and to provide better customer value at minimum possible cost. 
Marri et al. (2000) argued there is need to work more for SMEs to improve their performance 
for making them competitive. According to Garengo & Bititci (2007) limited literature and 
fewer empirical findings are available for performance measurements in SMEs.  

Neely (1999) adds the determinants of the performance are required to work more as there is a 
need of latest development in this area. Garengo et al. (2005) stated that there exists literature 
on performance measurements in SMEs however it lacks in empirical investigation 
perspective. The reasons of limited practices of performance measurements have yet to be 
discovered by literature. There also exist gaps in theoretical development that could be 
supplemented by the empirical investigation. 

The thesis will provide an opportunity for researchers and SMEs industry to assess and 
analyse current production performance and identify the areas of improvements. It will also 
be supplementing empirical investigation gaps that exist in SMEs literature. 

1.7 Limitations/Delimitations 
The main limitation includes SMEs of Sweden. The time limitation has made the study to 
focus with the task designed and giving less emphasis on other functions of SMEs.  
Production function is selected leaving all areas of SMEs like marketing, finance, human 
resource and etc. The delimitation includes the selection of case companies based on 
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accessibility and availability of companies during the study conducted. The developed model 
applicability is checked with a limited number of case companies. One of the constraints from 
the case companies was limited time for conducting each case due to their busy schedule.  

1.8 Time Plan 
Time is precious, to conduct and complete the research in the allocated time period. The 
following time schedule is made and followed as shown in table1.1. 

Table 1.1 Gantt chart 
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2. Research Methodology 
In this chapter, the method for conducting the research is presented. The research is 
considered to use scientific approach in research design, research strategy and data 
gathering to ensure high validity and reliability. 

2.1 Scientific Knowledge 
There exist a difference in understanding of science; people look at science from their own 
context. Some see science as objective investigation of a phenomenon, some as a body of true 
knowledge and for some prestigious undertaking. The content of science is not permanent but 
changing, facts that are true today may not be correct tomorrow based on methodological 
consideration made by scientists. It could be argued that science has not been a particular 
body of knowledge but based on different methodology. The knowledge is gained through a 
number of approaches in addition to scientific knowledge like authoritarian mode, mystical 
mode and rationalistic mode (Frankfort-Nachmias & Nachmias, 1996). Globalization has 
increased the competition; the environment has become complex due to uncertainties in 
market conditions. International organizations are facing challenges; they are willing to adopt 
uncertainties by adopting the best practices and here the research supplements these 
objectives.  SMEs needs to work more to identify and adopt optimal practices in order to face 
complex and changing environment (Gray, 2009). 

The basis of the thesis work is based on the scientific knowledge rather than other mode of 
getting the knowledge. Appropriate methodology will be adopted to get the scientific 
knowledge. The uncertainties could be avoided by research through identifying and 
implementing the best practices. These best practices will be supplementing SMEs to compete 
in tough market conditions by improving and managing their production performance in a 
scientific way. 

2.2 Scientific Approach 
A researcher can adopt different research approaches like induction, deduction and abduction 
as argued by Ghauri & Gronhaug (2005). Deductive reasoning is based on logic that moves 
from generalization to specific cases (Zhang & Wu, 2010). Hypothesis is tested in deductive 
approach and this leads to approval, modification or cancelation of certain principle. The 
relationship between the concepts is checked based on the empirical investigation. The 
process requires the ideas or concepts to be measurable so to make the empirical investigation 
to validate or reject the hypothesis (Gray, 2009). Inductive reasoning moves from specific 
cases to generalization and can lead to discovery (Zhang & Wu, 2010). Patterns of the 
collected data are analysed in inductive approach to view relationships between the variables 
and these relationships leads to make generalization and even the development of theory 
(Gray, 2009).  

There are several differences between inductive and deductive approaches: e.g. time duration, 
data collection, need of generalization, construction structure, etc. When implementation of 
only inductive or deductive approach cannot fulfil the requirement of designed research the 
combination of these research approaches could be applied (Saunders et al. 2007). Abductive 
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approach support to discover: new things, relationships and variables (Dubois & Gadde, 
2002). Kudo et al. (2009) defined abduction as, “reasoning process for providing a 
hypothesis that explains a fact in the given typical situation” 

Abduction reasoning uses both the induction and deduction. The scientific approach used in 
this study is abduction. Literature will be studied to develop a model and then that model 
applicability will be checked through empirical investigation from three different cases. 

2.3 Research Strategy 
Research strategy used for conducting the research is based on multiple case study. 

Silverman (2005) defined the case study as a detail study of one or small number of cases 
with a specific purpose in order to understand the case and solve research question.  Thomas 
(2011) describes the case study as a focus rather than a procedure or method. Yin (2009, p-18) 
defined the case study as: “Investigate a contemporary phenomenon in depth and within its 
real-life context, especially when the boundaries between phenomenon and context are not 
clearly evident.” 

Thomas (2011) explains the case study has the possibility to cover a number of different 
approaches to research. He adds that there are  four basic question which usually the 
researcher faced with: first what’s the situation?, second what’s going on here?, third what 
happens when?, and lastly what is related to what?. Case study could answer all these above 
questions. Silverman (2005) specified three types of case studies: intrinsic, Instrumental and 
collective case study. Intrinsic case study is a kind of particular case study, which only solves 
the problem inside single case. Instrumental case study is to examine a case provide inside of 
an issue or revise a generalization. Collective case study is for investigating general 
phenomenon or building theories, it requires study of numbers of cases. Thomas (2011) states 
the concept of multiple case study, the multiple case study is also called comparative case 
study. It is a numbers of case studies for investigation of phenomenon, population or general 
condition and multiple case needs comparing of different cases. 

Gray (2009) states that case study provide an opportunity to gather data through different 
sources. It includes filed observation, document analysis, and possibility of conducting open, 
semi structured and structured interviews. Multiple measures of data collection help to ensure 
the construct validity concept. Thomas (2011) argued about collecting the data and evidence 
in case studies; data will make the information and evidence also based on data, but it will be 
leading to approve or disapprove of your proposal. Structured planning for the collecting 
information for proposal will make the data collection as the evidence for further studies. 
Data gathering tools supplement the purpose of the case study. He made a table 2.1 as shown 
below, showing different methods for collecting the evidence. 
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Table 2.1 Case study (Thomas 2011) 

 

 

As a case study provides a better opportunity to investigate the phenomenon, the strategy 
adopted in our research is multiple case study. Multiple case study are selected because it 
suits our research problem; as we have to check the applicability of the developed model that 
is based on the literature study. It will help us to look at the practices of SMEs and collect the 
data through multiple sources of evidence. In addition to other data collecting method’s 
Interviews and observation will provide us to look at the real picture and observe utilization 
of the developed model. Thomas (2011) discussed four questions and these questions will be 
supplementing our research work, as we have to assess and improve the production 
performance of SMEs. Generally, the nature of our case study will be instrumental and 
collective. 

2.4 Data Sources and Data Collection Methods 
Ghauri and Gronhaug (2005) explained sources of data as a carrier of data or information, 
which mainly be classified as primary and secondary data.  The research problem focus 
decides the data collection methods between quantitative and qualitative. 

2.4.1 Data sources 
According to Ghauri & Gronhaug (2005) data sources are the carriers and provide the 
opportunity to investigate the problem. The data sources could mainly be categorized as 
primary and secondary data. Primary data is the original data that is investigated or collected 
to meet the research objectives or problem by the researcher at hand. Primary data is directly 
targeted to research objectives and can better solve the problem faced, however it can requires 
the specialized tool to collect and analyse it. It can be costly and time taking process to collect 
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the required data, there may be the possibilities where the accessibility to data is not easy. 
Secondary data is defined as the data or information collected by other individuals for the 
same or other purpose. It provides better opportunity to understand and solve the problem. 
Secondary data includes book, journal and online data sources. It provides an opportunity to 
save time and cost, data from specialized sources have high quality and reliability. A 
researcher needs to look at the applicability and consistency of data to a particular research 
problem (Ghauri & Gronhaug, 2005). 

2.4.2 Data collection methods  
According to Ghauri & Gronhaug (2005) selection of data collection method depends on the 
research problem faced by a researcher. Research objectives will be a deciding factor for 
choosing the quantitative or qualitative method and both the methods are not mutually 
exclusive. Given (2008, p.713) argued quantitative research refers to “approaches to 
empirical inquiry that collect, analysis, and display data in numerical rather than narrative 
form”. In other words, quantitative research tries to describe the phenomenon by mathematic 
and statistic models. 

According to Frankfort-Nachmias & Nachmias (1996, p. 280) qualitative research is “a 
method of data collection and analysis derived from the Verstehen tradition,” and it requires 
“the researcher understanding the societal phenomena, recognize both the historical human 
behaviour and subjective aspects of human experience.” Gray (2009) argued that qualitative 
research has deep understanding of the context of study. The researchers often have to come 
into contact with individuals, groups and organizations for better understanding of the 
phenomenon. It requires much attention to collect accurate field data, so there is a need for 
better setting and researcher role to collect the data. Mason (2002) stated several data sources 
for gathering qualitative data: people, organizations, texts, environments, media products, 
events and etc.  Silverman (2005) also specified some method for gathering data from these 
data sources such as observation, textural analysis, interviews and transcripts, and these 
methods can be further organized into research strategy like literature review and case study.  

2.4.3 Collecting qualitative data 
According to Gray (2009) qualitative data could be gathered through a number of sources, 
mainly the interviews and observations. Interviews could be qualitative or quantitative based 
on the structure of interview. 

Frankfort-Nachmias & Nachmias (1996) defined interview as “interpersonal role situation in 
which an interviewer asks respondents questions designed to elicit answers pertinent to the 
research hypotheses.” According to Frankfort-Nachmias & Nachmias (1996) and Thomas 
(2011) the personal interview can be classified into structured interview, unstructured 
interview and semi-structured interview by its flexibility.  According to Thomas (2011) 
structured interview also called a questionnaire. The structured interview has least flexibility; 
it follows a set of fixed question. The advantages of the structured interview are that it is 
easily and fast to be conducted and coded. The unstructured interview is flexible, like a 
conversation. It does not have fixed questions but have a determined topic and agenda. In the 
view of Frankfort-Nachmias & Nachmias (1996) unstructured interview can provide free and 
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various topic and new question could be added during the interview.  According to Tomas 
(2011) semi-structured interview has the benefits of both structured interview and 
unstructured interview. Semi-structured interview use a list of issues taking place of fixed 
questions so that it has good freedom and clear structure. 

According to Frankfort-Nachmias & Nachmias (1996) observation is one of the direct ways to 
collect data for researchers. The data from observations come from the phenomenon under 
their real environment. Observation has many forms, and the observation can be applied even 
people unwilling to express themselves verbally. Gray (2009) argued field notes are the 
essence of qualitative data collection during the observation. 

The data sources in the research work will be based on both the primary and secondary data. 
Scientific articles and books will be used for understanding of problem, finding the solution 
and developing a model for the study. Primary data will be collected during case studies visit 
though interviews and observations, while secondary data will be collected by case 
company’s documents and their online resources. 

Qualitative research methods will be basis of the study. This is due to the fact that the 
research problem identified needs the investigation of SMEs practices, which could obtain in 
a better way through qualitative research rather than quantitative research methods. The 
multiple case study strategy applied to research problem, which requires the data input 
through different qualitative ways like interview and observations. The developed model 
applicability could be checked in a better way through the qualitative research methods. 
Semi-structure interviews will be conducted during the case visit; the semi-structured 
interviews are selected due their good freedom and structure to deal with the problem and 
check the applicability of the developed model. 

2.5 Scientific Credibility 
Yin (2009) described four logical tests for testing the quality of case study: construct validity, 
internal validity, external validity and reliability. 

Yin (2009) describes construct validity as “identifying correct operational measures for the 
concepts being studied” (Yin, 2009, p. 41). This tactic occurs in the data collection phase of 
social research. It appears that a set of operational measures cannot be established according 
to the original objective of a social research, or set of operational measures cannot support the 
original objective of a social research. To ensure the construct validity the researchers can 
follow two steps: first define the original objective in specific concepts and then identify the 
operational measures to match the concepts. It requires the researchers to use evidence from 
multiple sources, establish a chain of evidence Yin (2009). 

According to Depoy & Gitlin (1998) defined internal validity as, “Ability of the research 
design to accurately answer the research question” the internal validity will ensure the 
outcomes based on the relationship of independent and dependent variables. Yin (2009) 
argued internal validity issue can be simply understood as concluding the casual relationship 
between factors without knowing other hidden factors. It may appear when researchers want 
to measure something that cannot be observed. The internal validity issue may happen in the 
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data analysis phase. In order to secure the internal validity issue the researchers need do 
pattern matching and explanation building Yin (2009). 

External validity could be defined as, “the capacity to generalize findings and develop 
inferences from the sample to the study population” (Depoy & Gitlin, 1998). Yin (2009) 
defied it as “defining the domain to which a study’s findings can be generalized” (Yin, 2009, 
p. 41). It demands the conclusion for one research should be generalizable on other cases 
within the same condition. This tactic should be well-consider when designing the research by 
using theory and replication logic in research Yin (2009). 

Burns (2000) argued reliability is related to consistency, accuracy, stability, predictability and 
dependability.  Reliability assures the stability of results obtained, if the process repeated will 
lead to same results as previous. Reliability could also be looked from accuracy perspective, 
which will ensure that the results obtain are true, accurate and reflects the actual status. 
Reduced error in results leads to more reliable results. Reliability and validity terms look 
quite similar, but these terms measure different aspects. Reliability assures the results are 
same if repeated while the validity looks how well measures are. Reliable results do not 
necessarily mean the valid results (Burns, 2000). 

The research work ensures the scientific credibility of the study conducted. The data collected 
from both literature study and case studies is mainly qualitative. Construct validity is ensured 
by defining the objective of the case studies as to validate the developed model by checking 
the applicability and looking present practices of case companies. Operational measures are 
ensured by following the steps of the developed model during the interview in case studies.  
Internal validity is ensured through reviewing intensive literature study to develop the model 
that answers the problem formulation and the measures selected for model development also 
based on causal relationship. It is also ensured by interviewing with highly experienced 
personnel’s to accurately answer the desired question seeing relationships between measures. 
External validity is ensured by developing the model from scientific literatures, which are 
already generalized theories and then the developed model is also revised by multiple case 
study in order to test the generalization of it. Reliability is ensured while collecting the data 
by making sure that same results will be obtained if repeated the tactic used here are the 
same questions asked through a number of ways. 

2.6 Research Design 
Blessing & Chakrabarti (2009) explained the design as documentation activities that will be 
supporting to fulfil the desires into realization taking care of the interest of customer and 
stakeholders. Research supplements the design process; research design improves the 
effectiveness and efficiency of formulation, and validation of theories and models. Design 
research methodology is defined as the, “an approach and set of supporting methods and 
guidelines to be used as a framework for doing research design” (Blessing & Chakrabarti, 
2009, p. 9). Research authenticity depends on independence of the judgement of the 
researcher. Researchers need to be motivated to search the truth (According to Ramon y Cajal 
1999 as cited in Blessing & Chakrabarti, 2009). 
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According to Flick (2009) qualitative research process requires making number of decision as 
one proceed in research, decisions like research question, data collection methods, analysis 
and lastly presenting the research work. A research design made help to conduct the research 
and decision made in research design affects the finding of the research. 

 

Figure: 2.1 Research process of thesis work 

As indicated research design supplements the research objective’s achievements in an 
efficient way. Different decision during the research process affects the authenticity and 
validity of research results. To achieve the research objectives in an effective way so that it 
could contribute to its stakeholders, the following research process will be followed as shown 
in above figure2.1. It started with identification of the industrial problem, which required 
doing literature study in order to know what investigation has been made by the researchers. 
Based on the literature study a comprehensive model will be developed. To check the 
applicability of the developed model it is required to work with multiple case study. Analysis 
and conclusion will be made based on literature study, model developed and empirical 
investigation form case companies. Finally, the findings will be presented to finalize the task. 
Selection decision of different methods and techniques will be on the basis of their best 
contribution to the research objectives rather than the interest of the authors of thesis work.  
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3. Theory 
The theory chapter includes the result of literature study. The chapter includes the description 
of SMEs, strategic alignment, performance measurements, production and operation 
management, benchmarking, continuous improvements and result utilization, and finally 
different measurement perspectives. 

3.1 Small and Medium Enterprises (SMEs) 
SMEs stand for Small and Medium Enterprises. European Commission (2005) defined SME 
as: 

 Micro Entities: companies that have less than 10 employees 
 Small Enterprise: Companies that has less than 50 employees  
 Medium Enterprise: Companies that has less than 250 employees 

According to European Commission (between 2004 and 2005), there are 522’895 SMEs and 
953 large enterprises in Sweden, which means 99.8% of Swedish companies are SMEs. 
Swedish SMEs take apart 63.2% of persons employed and 55.5% value added in Sweden. The 
enterprises in Sweden are mainly SMEs, and they contribute a lot to the economy of Sweden. 

There are major differences between SME and large organization according to the study of 
Hudson et al. (2001, p.1105):  

1. Personalized management, with little devolution of authority 
2. Severe resource limitation in terms of management, manpower and finance 
3. Reliance on small number of customers, operating in limited market 
4. Flat, flexible structures  
5. High innovatory potential  
6. Informal, dynamic strategies 

 

In addition to these differences, Hudson & Smith (2007) further described the factors that 
impact on performance measurement most: First, the organizational culture of SMEs is 
generally adhocracy i.e. they are flexible, dynamic and willing to take risks to succeed 
however SMEs lack in shortage of resources. Secondary, the competitive environment of 
SMEs are adaptable i.e. they can adopt market changes however they are not able to lead the 
market. Finally the management of SMEs is generally owner-manager, so it can lead to low 
strategic awareness and low planning activities. Argument et al. (1997) argued as cited in 
Hudson & Smith (2007) SMEs of the automotive sector have the less emphasize on the 
strategic development.  

According to Lee et al. (2000) SMEs have the benefit for good coordination between 
management and employees. Improvement and innovation require the organizational learning 
while SMEs have the limited resources and constraints internally and externally. Hudson & 
Smith (2007) argued that SMEs due to their limited resources work less with strategically 
aligned performance measurements however on the other hand due to their simple structure 
they can better work with strategically aligned performance measurements. McAdam (2000) 
also talked about continuous alignment of performance measurements with SMEs strategy. 
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3.2 Strategy and Strategic Alignment with Performance Measurements  
Bellgran & Safsten (2010) defined strategy as “a pattern of decisions that together leads the 
activities in a specific direction.” Najmi et al. (2005) argued strategies need to be clear as they 
determine the direction of the companies. Porter (1996) explained, “The essence of strategy is 
choosing to perform activities differently than rivals do.” According to Kaplan and Norton 
(1996a) strategy clarity makes the organizational members to look at their contribution 
towards the achievements of goals. The maximum gains could be achieved by showing the 
clear and big picture. The alignment of strategy with the operations needs the clarity of 
objectives. Organizations use different ways to link the strategy, like educational programs, 
management by objective and incentive plan to motivate the employees. According to Lee et 
al. (2000) organizational strategy focusing on the product and market only cannot compete 
without the consideration of core competencies. 

Mills et al. (1998) argued manufacturing strategy can be seen as continuous process which 
takes input from different areas and keeps on improving, the input comes from the 
stakeholders, market conditions, present strategy and the organizational constraints. Kaplan & 
Norton (1996a) identified four barriers that make difficult to implement strategies effectively. 
First, the ambiguity of vision and strategies, this could lead management to understand them 
in inaccurate ways. Second the failure of strategies to link clearly the objectives of 
department, teams and individuals, this happens due to lack of translation of long term’s goals 
into short terms. Third, the lack of linkage of resource allocation with strategies and lastly, the 
feedback focus to short term objectives than long term strategic implementation. 

Neely (1999) talked about the importance of link between strategy and performance 
measurements, the information provided by performance measurements will also ensure the 
implementation of strategy. According to Bourne et al. (2000) there could be a deviation 
between strategy and the performance measures which can be eliminated by reviewing the 
performance measures. Najmi et al. (2005) state company strategy should be the basis for 
performance measures. Adler (2011) argued strategies are implemented effectively through 
performance management. Najmi et al. (2005) argued strategies provide direction to top and 
detailed level processes, which are being monitored by strategic and operational indicators. 

According to Singh et al. (2008) company’s core competences could be enhanced by limiting 
the variation in manufacturing practices with the strategic priorities. Johnston & Pongatichat 
(2008) found a lot of benefits in literature for strategy aligned performance measurements: 
performance measurement will ensure the strategy implementation in accurate direction. 
Continuous improvements and organizational learning make the processes integrated and 
efficient; the efforts made at operational level contribute to achievements of overall strategic 
objectives.  

3.3 Performance Measurements 
The meaning of performance in term of business management is what extent the certain 
operation fulfils the objective of customers’ or market’s requirements (Naimi et al. 2005). 
Santos et al. (2002) argued organizational success is related to the flexibility of the company 
to design and implement performance management. Evans & Lindsay (2005, p. 93) defined 
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the measurement as “the act of quantifying the performance dimensions of products, service, 
processes and other business activities.” Folan & Browne (2005) argued during the last 15 
years, performance measurement has been seen as one of the most crucial tool for 
performance management and gets fast developed. Neely & Jarrar (2004) point out that 
decision makers need to be supported by information, and performance measurements are the 
tools to transfer data into valuable information.  

Robson (2004) states that accurate performance measurement can provide guidelines and 
direction for improvements, it gives the opportunity of improve the production efficiency. 
According to Santos et al. (2002) the relationship between the performance measures is 
neglected by the organizations and literature still lack in highlighting the importance of this 
relationship. Neely & Bourne (2000) argued performance measurement failure could be the 
result of either poorly designed measures or lack of implementation. Slack et al. (2009) 
performance measurement provides the information to judge the status of operations. There 
are three important areas while working with performance measures. First there could be 
number of factors but what factors to include, second the importance of factors and third the 
detailed measures to work with. Folan & Browne (2005) are of the view that performance 
measurements are evolving and becoming complex due to wider focus on area of intra and 
inter organizational.  

Meyer (2002) stated seven purpose of performance measurement: look ahead, look back, 
motivate, compensate, roll up, cascade down and compare.  He also figured out that these 
seven purposes are critical to large and complicated organization. On the other hand for 
SMEs, only four purposes are needed: look ahead, look back, motivate and compensate 
(Meyer, 2002). The early strategic performance measurements for enterprise were focused on 
financial measures only (Veen-Dirks, 2010. and Hudson & Smith 2007). The production has 
become more and more complex today, using financial as the only dimension is not enough, it 
is important to introduce non-financial measurements to reflect the different dimensions of 
production (Veen-Dirks, 2010). Generally, the non-financial measures for SMEs can be more 
detailed specified into:  quality, time, flexibility, customer satisfaction and human resource 
(Hudson et al. 2001). 

3.3.1 Performance measurement frameworks 
According to Folan & Browne (2005, p. 664) performance measurement recommendation is 
“a piece of advice related to the discipline of performance measurements – its measures or its 
structure.” Folan & Browne (2005) also argued performance measurement framework is a set 
of performance measurement recommendations that define performance measurement 
boundaries and dimensions. The performance measurement framework has two types: 
structural framework and procedural framework. Different performance measurement 
frameworks have been studied out of which four frameworks as explained in the following 
section. 

Al-Najjar et al. (2004) developed a never ending improvement cycle for identifying detailed 
measurement variables to monitor and improve maintenance performance. The main steps of 
this model are starting with; selecting the area of improvements and gathering relevant data, 
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and then identify the relevant measures to reflect the performance. Finally the measurements 
variables are applied and calculated, the result is an analysis to provide the information for 
improvements. In the model, benchmarking is considered to be an important tool for 
optimizing the most cost-effective maintenance policy. The model also highlighted the 
importance of identifying and goals for selecting measurement variables. The authors 
highlighted the economic and technical measurement as well to cover different perspective in 
performance measurements.  

According to Neely et al. (2000) the general performance measurement framework can be 
summarized as three major activities: First of all, looking at the company’s strategy and 
determining how the strategy can be transferred to divisional goals. Secondly, selecting 
detailed measurement variables for a certain measurement framework that will be applied. 
Finally the measurements should contribute to improvement of performance. A measurement 
design framework by Wisner & Fawcett is described in the literature of Neely et al. (2000) 
and this framework is the typically follow the structure stated above. It includes more 
specified nine steps for selecting measurement variables however it still follows the structure 
of three major activities described above. The most interesting point in this framework is that 
the measurement design should periodically be refreshed as the object to measurement is 
improving.   

Al-Najjar & Kans (2006) developed a top to down model for identification of relevant 
measurement variables. The model has eight steps and these steps are divided into four 
phases. The model defines cost effective maintenance decisions with the alignment of 
company’s strategy. Then the relevant measurable variables are identified, after diagnose of 
equipment and identification of key measures.  The model also gives the prerequisite, result 
and motivation of each step, this help the reader for better understanding of model. 

The framework developed by Gomes & Yasin (2011) is a process-based approach for 
performance management. The framework is also a dynamic cycle, which means the 
continuous improvement cycle can close at any step of the framework. It has five steps; that 
starts with the diagnosis of product’s competitive characteristics. In second step, the 
divisional performance objectives are identified, according to these objectives, the 
performance goals are established. Third step formulates definition of performance measures 
and fourth step works with negotiation of the goals to achieve win-win situation for all. 
Finally, the certain goals should be monitored by measurements, and the results of 
measurement should be analysed and benchmarked. The information provided by 
measurements guides the improvement to any steps in this framework.   

3.3.2 Key performance indicators (KPIs) 
Key performance indicators or performance indicators are “set of measures focusing on those 
aspects of organizational performance that are the most critical for the current and future 
success of the organization” (Parmenter, 2007). It is the quantitative aspect or characteristic of 
performance (EN 115341, 2005). KPIs are the basic measuring activity of performance 
measurement, and through KPIs, the performance measurement can transfer companies’ 
strategic goals into measureable objectives (Tsai & Cheng, 2011). The production 



  
 

17 
 

performance measurements need to be supported by clear and feasible KPIs. According to 
Slack et al. (2009) a well-defined policy will make the Key performance indicators clear and 
achievable at operational level. Al-Najjar & Kans (2006) also argued for the development of 
appropriate measurement policies for developed KPIs. Neely & Bourne (2000) argued 
properly defined measures reduces the ambiguity for their achievements. 

3.4 Production and Operations Management   
Production and Operation Management is defined by Nahmias (2009, p. xvii) “is the process 
of managing people and resources in order to create a product or a service.” Nahmias (2009) 
and Bellgran & Safsten (2001) stated the importance of production and called it among one of 
the important function for a company. It converts raw materials into products or services as a 
critical value-adding process that directly leads to profit. Chase et al. (2006) talked about the 
importance of operation management: first of all, operation management is a critical part of 
business; secondly, it is a systemic way to manage organizational process, lastly the tools and 
concepts of operation management can be applied to other areas of business.  

Aswathappa & Bhat (2010) argued production and operation management terms are used 
frequently and resembles with each other. Production is understood as producing tangible 
goods, while operation is concerned with the managing the process for producing the goods or 
services. According to Bellgran & Safsten (2010) manufacturing has made the companies to 
earn profit, products produced base on customer desires attracts the potential customers. The 
influence and importance of production have attracted the attention of manufacturing 
companies since last century. Toyota Japan is playing a leading role for making the 
production system efficient and sustainable. Porter (1996) described operational effectiveness 
as, “performing similar activities better than rivals perform them.” According to Lee et al. 
(2000) the core competencies could be achieved through the organizational learning, focusing 
on key areas of manufacturing will ensure the core competencies to make the production 
process to compete. According to Bellgran & Safsten (2010) production systems have become 
complex due to customized products, number of variants and shorter product life cycle. 

According to Tajiri & Gotoh (1992) and Rodrigues & Hatakeyama (2006) major losses in 
production are caused by poor decision in production and operation management. Chase et al. 
(2006) argued decisions in production and operation management mainly consist of long-term 
strategic decisions, intermediate-term tactical decisions, short-term operational planning and 
control decisions. Neely & Jarrar (2004) figured out that management and decision making 
needed to be support by information, which mainly comes from measurements. Melnyk et al. 
(2004) stated that effective measurements provide the necessary information to support 
improvements for operation management; it also transfers the strategy and mission of 
company to the tangible objectives or production goals.  

According to Slack et al. (2009) gaps are the difference between the Current and desired level 
of performance. Improvements are required to overcome the gaps to reach at desirable level of 
operational performance. Improvements demand three important aspects to consider; 
measuring the current performance, to set the target level of performance and the systematic 
way to work with comparison of these two levels. Nakajima (1988) and Rodrigues & 
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Hatakeyama (2006) talked about total productive maintenance (TPM) and six major losses in 
production caused by low efficiency of equipment utilization and argued it could be improved 
by carrying out improvements in maintenance practices. McCarthy (2001) pointed out that 
losses can come from low utilization efficiency of any kind of a resource rather than 
equipment’s, to overcome them production-wide even company-wide management efforts are 
required. 

3.5 Benchmarking 
Stapenhurst (2009) defined benchmarking as, “Every time we compare data, we are 
benchmarking.” Kearns former CEO of Xerox corporation looks benchmarking as a 
continuous process and defined it as “The continuous process of measuring products, services 
and practices against the toughest competitors or those companies recognised as industry 
leaders” cited in Stapenhurst (2009). He also argues that benchmarking is planned research 
that helps to identify the area of process improvements by providing the ideas, information, 
and methods to strive for best practices. Stapenhurst (2009) described the benchmarking 
concept, as shown in the following figure 3.1. 

 

Figure 3.1 Benchmarking (Stapenhurst 2009) 

Al-Najjar et al. (2004) is of the view that benchmarking provides an opportunity to compare 
performance with standards and competitors that lead to improvements. Cited in Stapenhurst 
(2009) benchmarking has become an important tool for organization to provide a number of 
benefits like testing ideas, budgeting, technical problem solving, performance improvement 
and lot more. According to Santos et al. (2002) performance limits could be set to check the 
performance level; upper limit could be set through benchmark and the lower limit will be 
indicating the lowest level of acceptable performance. Stapenhurst (2009) argued that there 
are number of the application area of benchmarking such as, product & service’s 
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benchmarking, financial performance, functions, facilities, processes, specific problem and 
strategic benchmarking. 

Neely et al. (1995) categorized the benchmarking from four different views; the internal, 
competitive, functional and generic benchmarking. According to Stapenhurst (2009) different 
types of benchmarking approaches could be applied to meet the desired objectives like 
internal benchmarking, competitive benchmarking, non-competitive benchmarking and cross 
industry benchmarking. Internal benchmarking is done within the organization so it is 
required that organization should have similar processes within to compare. Competitive 
benchmarking is done externally with the competitor within the same industry. Non-
competitive benchmarking is the comparison with another organization with in industry 
however not competitor. Cross industry benchmarking works with comparison with 
organization in different industry and business. 

3.6 Continuous Improvements and Result Utilization 
ISO 14001 defined continuous improvement as a process that enhances the management 
system in organization to achieve improvements in performance. Al-Najjar et al. (2004) stated 
PDCA (plan do check act) cycle is a typical never ending cycle for continuous improvements. 
Oakland (2003) argued improvement is a continuous process that requires data, information to 
utilize them for improvements. The first step is to record data of measurements, second to use 
data if not used then the essence of measurement fails, third to analyse data basic tools could 
be used for analysis to give the data some patterns and lastly act on results without this step 
taken actions will not lead to improvements. Loch & Tapper (2002) discussed about learning 
and improvement’s perspective as they found in literature, improvements could be done based 
on cause and effect and problem solving model. They also argued that evaluation could be 
linked with the incentives plans to motivate employees for performance improvements. 

According to Santos et al. (2002) designing and implementing the accurate performance 
measure still will not be effective until the information gathered is not utilized effectively. 
The information requires the analytical tools to analyse and implement the required actions to 
improve performance. Effective analysis will highlight the area of a problem to cope with, 
human capacity to work with diverse information can cause a problem so specialized tools 
could be used. Neely & Bourne (2000) are of the view that performance measures 
implementation failure happens due to three main reasons, political, infrastructural and the 
loss of focus. Political failure of measure can happen due to cultural aspects. Infrastructural 
failure is the result of lack of the resources required to work with measure. Lack of focus is 
due to the reason of losing the motivation to work with performance measures on long run, as 
results are not apparent too early. 

Neely & Bourne (2000) argued designing the successful measures require the map based on 
cause and effect diagram to identify clearly what parameters matter for the desired results. 
Globerson (1985) suggested a feedback loop to monitor performance deviation from their 
standards and the cause of deviation should be tackled to improve performance variation. 
According to Drongelen & Weerd-Nedehof (1999) as cited in Godener & Soderquist (2004) 
has discussed the usage of performance measurement results to diagnose the deviation of 
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objectives, reduced deviation leads to more accurate performance results. Lebas (1995) 
highlighted the importance of using measurement data to improve decision making for future 
success. Drongelen & Bilderbeek (1999) researched and developed four major categories at 
an organizational level for purpose of performance measurement results for new product 
development. These categories include purpose of performance measurement for; individual 
performance measurement, team performance measurement, departmental performance 
measurement and company level performance measurement. 

3.7 Technical, Economical and Organizational Perspectives 
Al-Najjar (1996) stated the reason of carrying out technical measurement is to assess the 
technical effectiveness of organization. Al-Najjar et al. (2004) mentioned technical measures 
are mainly used for monitoring the value-adding activity of plant. The technical measures 
consist of the variables that reflect the effectiveness of machines e.g. quality rate and overall 
equipment effectiveness (OEE). 

The cost-effectiveness is a measure that indicates how much the invested capital can be 
economically beneficial in long term (Al-Najjar & Kans, 2006). The reason to involve the 
economic measurement is to evaluate the cost-effectiveness of the organization (Al-Najjar et 
al. 2004). Especially SMEs have limited resources and finance as well as management and 
manpower, the effectiveness of using limited budget is an important concept for them to be 
successful (Hudson et al. 2001). The economic measures are also important criteria for 
judging the economic situation of the company. In order to optimize balance between 
qualified product and cost to satisfy customers, stakeholders and society, the economic 
measurements should be involved (Al-Najjar et al. 2004). 

According to Veen-Dirks (2010) every activity of a company should not be measured by only 
one dimension. In order to support the managers better, both economic measures and 
technical measures should be applied to get the performance measurement results that reflect 
to multi-dimensions. Al-Najjar (2004) also stated the importance of apply both technical and 
economic measures: to survive the strong competition, company needs to achieve the 
technical and economic effectiveness which is assessed by both economic and technical 
measurements. 

According to Hudson et al. (2007) organizational culture of SMEs is loosely constructed; the 
organizational effectiveness depends a lot on the management style, which is personalized 
and authoritarian. According to Parhizgari & Gilbert (2004) organization effectiveness has a 
critical impact on the quality delivered to customers, so managers need to create 
measurements in the dimension of internal organization. EN 15341 (2006) standards 
considered the organizational dimension to have the same importance as economic and 
technical dimensions. 
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4. Model Development 
The model development chapter presents a comprehensive model for production performance 
management. The model is categorized into three section; strategy, operation and 
performance management. Performance management is the area of concern which includes 
performance measurement design model, benchmarking and result utilization. The outcomes 
of result utilization steps are used for production performance improvements. 

4.1 Introduction to Model  
Intensive literature study has been conducted for SMEs and it is observed that there is a need 
of comprehensive model for production performance management. Researchers have talked 
about important areas, which can affect production performance in SMEs and each researcher 
has focused on specific areas of action. Hudson et al. (2001) through literature study 
highlighted importance of the difference of culture and structure between SMEs and big 
companies, and this difference leads to chances in performance measurement frameworks. 
Hudson & Smith (2007) talked about strategic alignment of performance measurements for 
SMEs. Hudson et al. (2001) identified in their survey results that SMEs differ in their 
performance measure selection and they were found to be deviating from their objectives. 
Some companies have very simple measures while some have too complex measures to work 
with them effectively. Feedback for improvements was also not found to be effective in 
SMEs. Denkena & Liedtke (2006) highlighted the importance of current situation of 
performance measurement and related it to benchmarking for SMEs. Veen-Dirks (2010) 
talked about application of performance measures for improving the performance and to 
support the decision making process. 

Researchers have worked with specific areas that supplement performance improvements. 
The problem formulated and purpose of study has the focus that a comprehensive model 
should be developed that take account important activities necessary to improve production 
performance, easy to use and manage for SMEs. SMEs have limited resources and they are 
more motivated with the short term results. According to McAdam (2000) SMEs work more 
with doing the things rather than measuring it. The improvement activities should be based on 
short term outcomes than the long term; this will make SMEs management to work with the 
improvements McAdam (2000). 

4.2 Literature Review 
A systematic procedure has been adopted to search the scientific literature and to look what 
has been already done in the area of interest. Different data bases used for searching the 
literature like Google Scholar, Science Direct, Emerald and IEEE. Appendix I show the 
strategy used for searching the relevant literature with the delimitation made to narrow down 
the search results. 

The developed model of production performance management for SMEs includes important 
concepts like: strategic alignment, measurement design, benchmarking and result utilization 
for continuous improvements.  Following table 4.1 made, provide a review of the literature 
which has contributed more for developed model. The table could be categorized into two 
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aspects; first special requirements from SMEs perspectives, second existed literature for 
performance measurements and management design frameworks.   

Table 4.1 Concepts of developed model 

Concepts Requirement 
from SMEs  

Al-
Najjar et 
al. 2004 

Al-Najjar 
& Kans, 
2006 

Gomes 
& 
Yasin, 
2011 

Neely 
et al.  
2000 

Developed 
Model 

Strategy  
Strategy 
Alignment 

● ○ ● ○ ● ● 

Measurement Design 
Identify 

Measurement 
Areas(diagnosis) 

● ● ● ●  ● 

Multi Perspective ● ● ●   ● 
Multi 

Measurement 
Dimension 

○     ● 

Detailed Measures 
Selection 

● ● ●   ● 

Policy Selection ○  ●   ● 
Benchmarking 

Internal and 
External 

Benchmarking 

● ○  ●  ● 

Result Utilization 
Continuous  

Improvement 
○ ●  ●  ● 

 
● = Strong Correlation. ○ = Week Correlation. 

The developed model based on important concepts and these concepts are necessary from 
SMEs perspectives. It has been shown in table above that each concept is strongly or weekly 
correlated as found in literature studied and these are explained below. The developed model 
takes all the concepts with strong correlation. 

Strategy alignment: Improvements require performance measurements for SMEs to be 
strategically aligned. Hudson & Smith (2007) argued that the structure and culture of SMEs 
are different from each other and with large companies. Strategy of company should be made 
cleared before measurements are designed and measurements should reflect the company 
strategies. 

Identify measurement areas: The diagnosis of the situation identifies the measurement areas 
that may have been potential for improvements; therefore, better identification leads to more 
effective resource utilization of SMEs (Gomes & Yasin, 2011). 

Multi-perspective measurements: According to Hudson & Smith (2007) first SMEs are 
limited in resources in terms of finance, manpower and management. Second SMEs normally 
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have lesser market share and rely on close customer relationship. Third, SMEs have a loose 
organizational structure which is a threat for organizational effectiveness. Al-Najjar et al. 
(2004) stated that technical measures e.g. quality rate and overall equipment effectiveness 
(OEE) focus on the efficiency of equipment while economic measures can highlight the 
performance impact in the terms of finance. The organizational measures should be applied to 
assess the organizational effectiveness of SMEs. Parhizgari & Gilbert (2004) argued the 
importance of organizational effectiveness in the terms of quality delivered and resource 
utilization effectiveness. It could be argued that organizational, economic and technical 
measures are required to be applied for SMEs.  

Detailed measure’s selection: For SMEs there is limitation when selecting the detailed 
measures because of the less availability of data. McAdam (2000) mentioned that measures 
should be kept minimized, but these should contribute to improve performance.   

Internal and external benchmarking: According to Gomes & Yasin (2011) benchmarking 
is a critical step for continuous improvements. Especially for SMEs, it can produce efficient 
and reliable information on strengths and weaknesses of performance. 

Multi dimension measurements: Hudson et al. (2001) stated the importance of multi 
dimension measurement: all the aspect of business can be covered by six major dimensions: 
quality, time, customer satisfaction, finance, flexibility and human resources. Dimensions 
should be chosen appropriately to reflect the company strategy. 

Measurement policy establishments: The well-established policy for each KPI is an 
essential step for getting an accurate measurement results (Slack et al. 2009) 

Continuous improvement: According to the concept of never ending improvement, the 
measurements and analysis of measurement results are to provide direction for improvements 
(Al-Najjar & Kans, 2006 and Oakland, 2003) 

The second part of literature study in this research has been conducted on the existed 
performance measurement design frameworks and performance management frameworks as 
mentioned in table 4.1. The table shows different frameworks, each framework is described 
with respect to strong correlation or weak correlation of concepts used in developed model. 
The four mentioned frameworks are; 9 steps performance measurement design framework 
from Wisner & Fawcett (Neely et al. 2000), performance management process based 
approach (Gomes & Yasin, 2011), relevant measurement variable selection model for 
maintenance performance (Al-Najjar & Kans, 2006) and 10 steps framework for maintenance 
performance measurement design (Al-Najjar et al. 2004). 

4.3 Model for Production Performance Management 
The model developed in the study is comprehensive, based on all important concepts 
identified in 4.1 table and possible to implement in SMEs. It highlights the key areas that can 
help SMEs to improve the production performance management. Developed model works on 
continuous cycle that erases ineffectiveness from the production process due to strategic 
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alignment, appropriate measure’s selection, benchmarking the practices and utilizing the 
performance measurement results for production performance improvements.  

The Figure 4.1 below shows the structure of developed model for production performance 
management; which consist the activities of assessing, following up and improving 
production performance. The model is divided into three important functional areas: strategy, 
operations and performance management area. The performance management process flows 
across these areas. The company’s strategy is upstream and belongs to the activity of top 
management. Production objectives and production process comes under operations, 
developed by the company according to the strategy. Assessing, follow up and improvement 
of production performance is the specified activity for company to manage their production 
performance. 

 

 

Figure 4.1 Developed model for production performance management 

The model starts with step 1 strategy. This is a step for studying of companies’ vision, 
mission, strategies and production objectives. Step 1 is necessary input for Step 2 and 
strategic alignment ensures the accurate translation of strategy into the actions. Step 2 is 
performance measurement design model that identifies the detailed measures and 
measurement policies for the production process. The detailed measures are applied in the 
production process to get improved measurement results. 
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Step 3 is benchmarking that sets internal and external benchmarks. The benchmarks of step 3 
and measurement results are used as input for step 4 that is result utilization. Step 4 works 
with analysing, concluding and suggesting the improvement activities for continuous 
improvement of production performance. The model works as continuous process and tries to 
improve the production performance due to its comprehensiveness. The each step of the 
model is explained in the following section. 

4.4 Detailed Steps of Model Application 
The following section explains each step of the developed model for production performance 
management. 

4.4.1 Step: 1 Strategy 
The strategy section consists of company’s strategic goals and production objectives. The 
general short-term strategic goals of companies are to earn profit while growth is a long term 
goal. Company’s strategies are derived from the vision, mission, analysing the external 
environment and internal competencies. At strategic level organizations have number of 
functions and production is one of the important functions. The model assumes production 
objectives are derived from company’s strategies. According to Al-Najjar & Kans (2006) 
divisional objectives are derived from company’s strategies. There is a need for alignment 
between the strategies at strategic level and operation performed at production level. Hudson 
& Smith (2007) have highlighted that there exists the practices which do not contribute to 
achievement of the strategic objectives and those practices should be eliminated.  

4.4.2 Step: 2 Performance measurement design model 
The performance measurement design is the selection of suitable KPIs and measurement 
policies and it is the most important step in performance measurement as argued by Neely et 
al. (2000). The performance measurement design model takes input from the production 
objectives and feedback information from outcome of step 4 for measurement design 
improvements. The model has sub steps which work systematically and finally result into the 
detailed measures which are then transferred to production process for their implementation. 
Effective utilization of this model will ensure the clear guidelines for production process to 
work with. The sub steps of the performance measurement design model are discussed below. 

4.4.2.1 Identify performance objectives 
The first sub step is the identification of the performance objectives. The performance 
objectives are mainly based on the production objectives and information received from 
production processes. Production information is required to know what is really going on in 
production process and which area requires improvements to make accurate and desirable 
performance objectives. According to Gomes & Yasin (2011) the objectives should be 
flexible and based on market and internal environment of the SMEs. 

4.4.2.2 Identify measurement areas 
SMEs have unique competitive environment with limited resources and this requires working 
with accurate area of actions. Al-Najjar & Kans (2006) highlighted the importance of 
diagnosis that helps to identify the real cause of problem. Diagnosis will also help the 
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decision maker to identify the intensity of problem and the required corrective actions to work 
with.  

Identify measurement area step in the model mainly looks at the disturbance area or root 
cause of the problem in the production process, which is causing the performance decline. 
This is an important step as the results of this step will be used to design the measurements 
based on the real problem in the production process. 

4.4.2.3 Identify measurement dimensions 
This step works for the identification of measurement dimensions. Dimension with which 
SMEs want to work could be obtained looking at previous steps like production objectives, 
performance objectives and result of identify measurement area steps. Folan & Browne 
(2005) and Hudson et al. (2001) stated number of dimension in different scales; six 
dimensions among them are important like quality, time, flexibility, finance, customer 
satisfaction and human resource. These six dimensions can measure the production 
performance from different view point. 

The quality dimension for production includes measurement of products’ quality losses, these 
losses lead to higher cost and lower profit in the terms of material waste. The time dimension 
measures the time waste in production. In the term of OEE, it includes both the time loss and 
speed loss. Flexibility dimension measures how flexible the production process is when 
needed to change the product. The high flexibility means low cost during change and SMEs 
needs to be flexible to face competitive environment. Customer satisfaction insists to work in 
the areas that are more concerned with the customer satisfaction like quality, reliability, cost 
and other related areas. The human resource dimension measures the production from the 
organizational perspective, which also has impact on production performance. Finance 
dimension looks the economic aspect of the production process. All these dimensions 
measure the production performance from different aspects and indicate different losses.  

4.4.2.4 Select key performance indicators (KPIs) 
The KPIs are the detailed measures for production process and the KPIs selected should 
follow the measurement dimension identified. Parmenter (2007) stated the rules for determine 
the KPIs: First, balancing the KPIs in different dimension, secondly limiting the number of 
organization-wide KPIs, thirdly permitting the improvement of KPIs and finally ensuring all 
the KPIs have the KPI characteristics. According to Al-Najjar & Kans (2006) key 
performance measures should be identified that are capable of mapping the production 
situation. The key performance measures then require setting up of limits for their acceptable 
and reject able region. The KPI can mainly be categorized by technical, economical and 
organizational perspectives. The KIPs selected should reflect the improvement in the 
production process. 

4.4.2.5 Establish measurement policy 
Establishing the measurement policies for KPIs will support to achieve the desirable 
objectives from KPIs. KPIs itself are only variables, there is a need to follow some rules for 
effective implementation of KPIs. Establishing measurement policy includes how the KPIs 
will be measured, how often the measurement will take place, what will be the upper and 
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lower limits, and which types of tools will be needed to measure the KPIs. The clear 
guidelines will make it possible to capture required data and information. Al-Najjar & Kans 
(2006) also talked about measuring policies while identifying relevant measuring variables. 
They explained three aspects how to measure, when to measure and using which tool to 
measure. 

4.4.3 Step: 3 Benchmarking 
The benchmarking step consists of two parts; first apply measurements and gather 
measurement results, second apply internal and external benchmarks. Application of design 
measurements and gathering of results is the logical step, while internal and external 
benchmarks are of concern for improvement activities.  

4.4.3.1 Apply measurement and gather measurement results  
Detailed KPIs and measurement policies identified in the last steps of performance 
measurement design model i.e. step 2 are needed to be implemented in the production 
process. It is due to the fact the measures designed but not implemented will not be of use. 
Measurement results are required for assessing and follow up production performance 
improvements. Loch & Tapper (2002) suggest a common database for having better analysis. 
Al-Najjar & Kans (2006) argued about the databases as the sources of data that make the 
decision maker to look at the historical data for making effective decisions. According to 
effective Lebas (1995) accurate data and accurate processing of data into information will 
make sure the improvements required.  

4.4.3.2 Internal and external benchmarks 
According to Gomes & Yasin (2011) small and medium organizations (SMOs) need to 
improve their expertise and it require meeting the best practices. Benchmark will re-engineer 
their practices and managing the performance benchmark internally and externally will make 
sure of appropriate practices. Neely et al. (1995) also categorises the benchmark as internal 
and external while Moriarty (2011) is of the view that internal and external benchmarks are 
only the administrative approach not theoretical. Gomes & Yasin (2011) argued internal 
benchmarks will ensure the internal strength of processes while external benchmarks will 
compete on competitive dimensions.  

The model takes internal benchmarking objectives as the results of best practices within the 
organization and/or could be set based on a desired however realistic level of goals. The 
external benchmarks could be based on competitor performance and/or based on the best 
practices of cross industry as also discussed by Stapenhurst (2009). The model assumes 
benchmarking as the continuous process to make it realistic, achievable and meeting the 
dynamic demands of environment. 

4.4.4 Step: 4 Results Utilization 
Measurement results are analysed and compared with internal and external benchmarks. The 
analysis process will help to identify variations; these variations could be because of problems 
and weaknesses in production processes or due to lack of performance measurement design. 
Comparing the results with internal and external benchmarks will identify the area of 
improvements. Santos et al. (2002) argued objectives could only be achieved by eliminating 
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the real cause of operational performance decline and it requires a deep understanding of the 
system. According to Houben et al. (1999) performance analysis provides insight for strength 
and weaknesses of the processes. Identification of these strength and weaknesses will make it 
possible to see the actual picture and then to develop the strategies for improvements.  

The whole process of result utilization step will provide accurate information to a decision 
maker to take appropriate actions that will be adding value to the processes and performance 
measurement design. According to Santos et al. (2002) an effective performance management 
provides valuable information to a decision make about present condition of performance and 
the deviation from the objectives. Lebas (1995) argued information obtained not reflecting the 
actual performance will make the decision making process ineffective. 

Production performance improvement comes from the analysis of measurement results; the 
identified negative and positive aspects are worked here. Negative aspects like problems, 
lacks and weaknesses are discussed and corrective actions are suggested. These 
recommendations are related to technical, economical and organizational perspectives to 
improve production performance. Simons (2000) argued that feedback provides an 
opportunity improve performance. The feed feedback information obtained can be utilized to 
make the adjustments in the input or in the processes and resulting desired level of output. 
The cause and effect’s relationship needs to be understood in order to control and improve 
performance. 

The outcomes of step 4 are used for production performance improvements. The area of 
improvement identified and conclusion and suggestions made in the last step of the result 
utilization model are then transferred to production process so that the necessary adjustment 
could be made to make the production process efficient as it is a continuous process. 
Kennerley & Neely (2002) identified four categories of barriers, which affect the evaluation 
process of performance measurements that are process, people, system and the culture. Santos 
et al. (2002) argued effective performance measurement design can only lead to proceed 
further for objective achievement. An inappropriate measurement design will fail to grape the 
accurate area to work with. A continuous performance management process can better grape 
and work with the dynamics of the system. 
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5. Empirical Findings 
Empirical finding chapter includes the findings of three case studies. The chapter is divided 
into two parts: part I gives the cases introduction while Part II includes the data gathered 
with respect to Developed Model. 

Part: 1 Case Introduction 
Part: I of the empirical findings describe each case with two major perspectives: case 
company description and their production process. Case company description presents 
introduction of case while production process heading gives the overview of the production 
process of the case company visited. 

5.1 Case: 1 
Case1 description and production process are explained below: 

5.1.1 Case company description 
The case is one of world leading company that produces logging machines and employees 
approximately 150 people. The case company has an annual turnover of approximately 400 
million SEK. The main activities of case company include designing, manufacturing, spare 
parts warehousing, service and training. Some small components and major subsystems 
including engines, hydraulic pumps and electrical controlling systems are outsourced, and the 
rest of products are all designed, manufactured and assembled in house. The case company 
employees are satisfied with the management policies and employee’s turnover rate is low. 
Each year employees get bonus based on profit earned, bonus amount is same for all 
employees no matter what position they belong to. 

5.1.2 Production process 
The production of different types of logging machine is carried out in batches and each batch 
differs in production process. The major production process could be represented in figure 5.1 
below however the sequence of processes depends on flexibility of manufacturing. The 
manufacturing process is mainly focused on metal components for the frame of trailers, and 
there are some processes of cutting, pressing and folding of thin metal plate for the panels. 

The raw materials for trailers frame components are steel plates of approximately 100mm 
thickness. They are cut by gas cutter into rough size. Production department plans cutting of 
raw material and try to avoid the wastages during the cutting process. The cutting process cuts 
the plates in rough size, bigger than the dimension required. The plates are then processed by 
machine to get accurate size. Some of the components need to be welded together before they 
go for mechanical processing, while the rest go to mechanical processing directly.    

The components that require welding are mounted to a special holder to get precisely 
positioned. The welding is done mainly by manual process by very skilled operators. One 
welding robot is used for big component that requires lot of heat when to weld, and it is too 
hot for operators to work. Case company is not using X-ray device for inspection of welded 
components however the welding process is supervised by very experienced people, and 
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follows strict procedures. New type of component is given much importance and welding 
checks are performed to ensure that it is welded properly.  

 

 

Figure 5.1 Production process of case 1 

After cutting and welding, the components are sent for processing by machines like milling, 
lathe, drilling and etc. The case company is using the latest equipment for their production 
process. Generally, all machines are digitally controlled; operators for each machine are 
responsible for programming, operating and for basic quality control. 

Some components need to be painted before they go to final assembling. Before painting the 
metal surfaces are sand textured first, in order to make paint stick strongly. The components 
are sent to dry oven to make the paint to dry faster. It takes only one night to dry up rather 
than three days if kept in normal condition. Additionally, there is only one colour for 
components if more colours required, they use sticker on that component to reduce the 
complexity of painting.  

Before the finial assembling, the major subsystems need to be assembled first. The engines, 
cabins, hydraulic systems, electrical systems are assembled and tested individually.  Then 
they are all assembled together and results into a final logging machine. Assembled logging 
machine are then sent to testing department and lastly delivered to customers as scheduled. 



  
 

31 
 

5.2 Case: 2 
Case 2 description and production process are explained below: 

5.2.1 Case company description 
Case company has the specialities in processing of castings and providing their services for 
more than 50 years. The case company provides designing and manufacturing services to 
number of customers. The case company comes under small enterprise and has only 30 
employees however working with highly technical expertise.  26 employee’s works in plant 
and 4 persons look at administrative work. Three shifts work continuously five days a week. 
In 2009, there was a big decline in their sells however after words there are continuous 
increments in their sells. The budget set for year 2012 is 44 million SEK. The production is 
fully automated with latest Japanese machines like milling and turning machine. They are 
producing batch size customise products and also providing the designing services to their 
customers.  

The company has a focus to follow international standards, for quality management they 
follow quality standards ISO 9001: 2008 and for environmental management system they 
follow ISO 14001; 2004. The quality philosophy mainly based on 5 key elements; strive to do 
right thing from start, continuously improve the quality, work for excellence and positive 
attitude of staff, participate in decision making process and continuously work with 
improvements of procedures and methods. The environmental policy has the focus to reduce 
waste, emissions and continuously work to improve the environmental effects. The company 
has the strategy to provide customers with best solutions at competitive price while focusing 
on providing high quality and better expertise. Proving best services to their customer the 
company is working as team production; they are working with each and every idea to 
improve their expertise in order to satisfy their customers.  

5.2.2 Production process 
The raw material for their production is the casted products or blanks which are then worked 
with finishing, drilling, shaping and assembly as desired by their customers. They are 
producing based on the customer orders, so frequently they are required to change setup for a 
new customer order. Planning for totally new assignment requires much development for 
setting the machines as compared to an old customer order which requires less setup time. 
Much of the development work is planned in the day shift while two other shifts mainly used 
for production purpose. Production layout is designed in a way that it provides flexible 
possibilities for production process. Production setup is equipped with fully automatic 
machines and robots, in addition to that they have semi-automatic machines to work with 
customer specific order. They try to maintain a good network with their suppliers to make 
their customers satisfied with high quality products. The raw material is stored in a systematic 
way to support the production process with minimum lead time. 
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5.3 Case: 3 
Case 3 description and production process are explained below: 

5.3.1 Case company description 
The case company is a supplier of different parts and sub-assemblies to automotive industry.  
The case company approximately employees 180 people and 145 of them work as skilled 
operators in production facility. The case company has an annual turnover of 320 million 
SEK. The customers of the case company are world leading manufacturers and are producing 
heavy vehicles. The company has the certificate of ISO 16949 and ISO 14001 for quality and 
environment management. The case company has comprehensive production equipment’s. It 
provides them a possibility to produce wide range of parts and sub-assemblies from raw 
materials to product in their facility without outsource any process. The case company 
approximately produces 100 types of different parts in their facility and they are proud to 
produce them. 

5.3.2 Production process 
The case company production process mainly based on processing of metals and their 
products are mainly for heavy vehicles. The main raw materials for production process are big 
size metal plates and casted parts, the metal plates are of different thicknesses. There are 
number of production processes performed based on the part requirements and the major 
processes include cutting, pressing, welding, surface processing, painting and assembling. 
The part decoupling point and different processes sequences vary however generally the 
production process follows the following procedure as shown in figure 5.2. 

 

Figure 5.2 Production process of Case 3 

The case company production process starts from the process of cutting. They have five 
cutters and four of them are laser cutter for cutting metal plates. Robots are programmed for 
feeding the laser cutter and for picking up finished parts. The design and control of cutting 
process is fully computerized it works on optimized cutting of metal sheet. 

From the cutting section, the parts are then needed to be pressed or bent or fold into some sort 
of required shape. The case company has three hydraulic pressing machines which are 
operated by the operators. Welding is the next step performed to make joints of different 
shaped parts. Some of the welding processes are manual while heavy and specialized parts are 
welded by robot. Human factor some time may cause some variations in the welding process 
which may add up to scrap cost. Specialized attention is paid while welding the parts and they 
are placed into some sort of fixture to align them accurately. The welded parts are then 
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machined or shaped if required by part specifications. Surface treatment of welded and 
machined parts is required to remove the dirt and corrosion. It will clean and make the surface 
rough for paint to stick. The process is carried out in a special chamber, where the operator 
shoots sand at high speed on the components surface with a special gun which is driven by 
compressed air.  

In the painting process there are several steps. The paint on the surface has many layers and 
each layer has its function. The metal components first come to this process, they should be 
pre-painted first. It is kind of paint with white colour and it can help the paint in later steps to 
stick stronger on the metal. Then the surfaces are painted with anti-corrosion paint to isolate 
the metal from air and humidity.  After these two steps, the components with paint are heated 
to speed up the drying and make the paint merged stronger with the surfaces. If some parts 
need to be paint with colour, they will be carried out in the last step. The final process in the 
production process is assembly. Not all the component needed to be assembled however if 
required it will be carried out in this step. 
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Part: 2 Data Gathering 
This part of empirical finding includes the data gathered during the case company visits with 
respect to the Developed Model. The semi structured interviews were conducted and 
Appendix II shows the interview guide used for data gathering. The same structure of 
Developed Model is followed in order to make the data gathering process consistent and 
easier to follow. 

5.4 Case: 1 
Data gathered form case 1 with respect to developed model is explained below: 

Step: 1 Strategy 
The case company has the mission of being one of the leading manufacturers of the sector, 
produce environment friendly machines and provide better customer support. The strategy 
includes producing environment friendly machines with high availability and maintainability 
with a trusted network of dealers. The production objectives include producing high quality 
machines to meet the customer requirements, on time delivery of the machines as scheduled 
and to reduce wastages in the production processes.  

Step: 2 Performance measurement design model 
Performance measurement design model mainly consists of following sub steps: 

The performance objectives were presented as have good production quality, follow the 
production plan, and to reduce the wastages in production process. These performance 
objectives are directly transformed from the production objectives and have not further 
categorized to achieve performance in specific direction. 

Identify measurement area based on feedback from final testing department and complaints 
from customers. Test for specialized parts were conducted when manufactured and there is a 
final test when logging machine assembled completely and it is before the delivery of 
machine. Most of the problems are identified during the test phase and solved if some 
problem happened due to the part outsourced then a claim is made to outsourcing company. 
During the warranty time of machine, the case company is responsible to make the 
adjustments to customers.  Departmental weekly meetings of production, research and design, 
market and services are held to discuss the plans and to solve the existed problems. 

The case company working dimensions consists on the aspect of quality, finance and time. 
The case company’s measurement perspective involves technical and economic perspectives, 
while organizational perspective is not measured. The employees were satisfied and 
motivated with management policies. 

The main KPIs discussed by the management were: total cost of each component, numbers of 
customer complain, number of failure in testing and production time for each process. 
Specialized measures for production process and production cost, while measures for 
equipment effectiveness were not observed. 
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Testing department works with set of measurement policies, each machine is tested for a 
specific time in the real environment and under real work load to check all the important 
functions of machine.  The testing of each production process also has certain policy, tools 
and responsible person of tests are clarified. For KPIs like customers complain and total cost 
of each component, they have measurement policies however these policies are not well 
documented. 

Step: 3 Benchmarking 
Internal and external benchmarks were not observed during the case company visit. The case 
company has the idea of benchmarking however they have not set some benchmark to 
achieve. Experience of the personnel’s for performing a specific task is somehow is used for 
other employees to perform the similar task and it is not well documented or followed 
continuously however compared when needed. 

Step: 4 Result utilization 
The case company believes in the importance of continuous improvement activities. The data 
gathered from product testing and customer complaints are analysed for finding the root 
causes and to fix the problems so no future threats.  Quality problems have been given the 
importance as it affects customer satisfaction, delivery time is also kept at high priority level 
however there were lack of improvement in production cost measurement. 

5.5 Case: 2 
Data gathered form case 2 with respect to developed model is explained below: 

Step: 1 Strategy 
The company has the ambition to experience and knowledge to be among the very best in 
castings processing to Swedish industry. The case company refers to their strategy as business 
ideas to work with, business ideas are the written statements as below: 

• Be a leader in the development of technical production and processing solutions. 
• Being a full service provider of everything from design to customer-friendly delivery 

solutions. 
• Maintain a consistent and exceptional quality in both products and services, by having 

committed and competent employees. 
• Contribute to long-term value for our customers by constantly working on innovative and 

cost effective process improvement and quality assurance. 
 
The case company has the strategy to maintain good coordination with their supplier in order 
to avoid variation and quality problem for their input blanks. Strive to get maximum customer 
satisfaction and look for potential customers to increase the profitability. No compromise on 
quality and work with optimal cost for production. The production objectives of case 
company mainly focused on high quality products as it leads to satisfy their customers. Utilize 
the resources in an effective way to improve the efficiency. Schedule the available time to 
produce efficiently to meet the customer deadlines. Minimize the process and time variation 
for new batch production process. Design and Implement three years plan to improve turn 
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over and profitability. Continuously improve the production process and improve the 
efficiency of equipment utilization. 

Step: 2 Performance measurement design model 
Performance measurement design model mainly consists of following sub steps: 

The production objectives directly lead to production performance targets. The case company 
performance objectives mainly consist of: Improve product quality to achieve zero defects. 
Avoid variations in the production process to reduce the scrap cost. Avoid the disturbance and 
stoppages in production process and report it if takes more than 45 minutes. Utilize the 
equipment in an effective way by putting the right jobs at the right machine. Improve 
production cycle time by comparing theoretical time with the practices. Utilize the results 
obtained to work with continuous improvement. Maintain a good cooperation between three 
shifts to have consistency of work. 

The case company is using Japanese latest fully automatic machines known for high 
reliability. The equipment’s are very much automatized and reliable; problem mainly arises 
with machines when new batch production starts. Very few problems related performance of 
machines but the problem mainly caused by operators negligence, and from blanks that are 
used as input for production process supplied by suppliers. Specialized measurements for 
each type of products are used to identify the measurement area for individual product. 
Continuous feedback and close coordination between the employees and management help to 
identify the problem quickly. Meetings are scheduled to identify the root cause of the problem 
and take corrective actions. 

The case company has a focus to work with quality and time dimensions, which are derived 
from their strategy. Quality standards ISO 9001: 2008 applied to ensure high quality working 
practices. Theoretical cycle time for producing a product is compared with actual time of 
operation. Time is planned efficiently and errors during the process are recorded. Delivery 
flexibility and cost are considered as second dimensions to work with. The case company 
provides delivery flexibility to their customers; deliveries are dispatched at the agreed time. 
Customers are informed in advance for any possible late delivery. Quality is not compromised 
for cost differentiation and cost is discussed with customers at the last stage when finalizing a 
new contract. They are working with technical and economic measures while the 
organizational perspective is missing in their measurements. 

The case company has established numbers of KPIs to assess production performance under 
dimensions mentioned above. Production process and Product quality is ensured by process 
capability, number of defects, availability of machines, customer complaints, scrap cost, 
variation in dimensions of product, actual cycle time and lot more. The production cost is 
measured as traditional finical measures. 

The measurement policy is established for each KPI. The process capability is measured 
frequently when a machine is just set up for new product in order to check the tolerance is 
under the control limits for quality product. There are more chances of error when new 
product production starts as the production continues the numbers of measurements are 
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reduced to one to two measurements each shift. Defective products are recorded and if it 
exceeds the limits then corrective action are taken. The defective product could be because of 
variable reasons, it is not necessary to investigate every defect however if there are too many 
defects at a time, it may be the problem related to setting up of machine. The availability is 
one important KPI, it reflects the production efficiency of equipment. Disturbance of 45 
minutes is considered as major stoppage, it is reported and analysed to find the root cause. 
Customer complaints are considered as one of the alarming KPI, it is very rear to get 
customer complaint if received then immediate actions are scheduled. Scrap cost limits have 
been set, exceeding the limits is the indication of problems. Scrap of big blanks is of more 
concern than smaller blanks due to their cost and processing on them is also costly and it adds 
up the cost. 

Batch production for each part is planned completely like setup time, theoretical cycle time, 
dimension of products to measure, how frequently to measure and lot more. The measurement 
policy depends upon the sensitivity of the parts like automotive parts are more sensitive to 
measurements than parts for pump. 

Step: 3 Benchmarking 
The main problem highlighted by them was lack of data resources available to benchmark. 
High variation and low volume batch production make it difficult to internally benchmark 
however they are benchmarking performance of similar machines. Measurements are 
designed, implemented and results are recorded for management use. Employee’s experience 
is also being used as the input to benchmark their practices. Some of their customers have 
similar processes this provides them a possibility to compare their performance with them 
externally. Exhibitions and conferences also supplement them to look at their performance 
with the latest developments. 

Step: 4 Result utilization 
The case company has scheduled number of plate form to analyse the information obtained. 
Regular meetings on Tuesday, Wednesday and Thursday are scheduled to plan the production 
effectively and look at the progress made. The disturbances in production process and 
deviation in results are discussed to find out the root cause and fix the responsibility to tackle 
the problems. There are very limited problems related to reliability and performance of 
machines, the problems mainly occur due to human factor and input material for production 
process. Customer complaints are given the high priority to make them satisfy. Cross 
functional meeting of process honours are scheduled to look at the progress made and set 
future goals for achievements. The analysis results are used to improve the production 
performance. The root causes identified in meeting are then worked to improve it.  
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5.6 Case: 3 
Data gathered form case 3 with respect to developed model is explained below: 

Step: 1 Strategy  
The case company has the strategy to satisfy their customers by providing them complete and 
comprehensive production of their required parts at appropriate cost. The case company has 
the pride to manufacture high quality parts or products for their customers with many 
operations under one roof. The strategy directly leads to the production objectives. They want 
to reduce the production cost by utilizing their equipment efficiently and reduce the wastages 
during the production process. They have the objective to produce 30% more with 30% fewer 
resources. Production should follow planned schedule and measures should be made to 
improve the quality of parts as it leads to satisfy customers.    

Step: 2 Performance measurement design model 
Performance measurement design model mainly consists of following sub steps: 

The case company performance objective has the focus to improve the quality of parts to meet 
the customer satisfaction. They have the agreement with some customers based on customer 
demands of quality e.g. one of the customers requires maximum two quality problems. 
Production schedule is followed strictly to make delivery on time. Reduce the production 
wastages to minimize the scrap cost, shorter the production cycle time to improve production 
process effectiveness.  

Cross functional meetings are scheduled weekly with production management, production 
technician and quality representative discuss the progress and problems to work with. The 
identified areas of improvements and root causes are then discussed within the department to 
make the required improvements. The management had a belief on contribution of operational 
staff and their point of view is given importance to work with improvements as they are close 
to production process. Quality problems are also being notified by their customers. 

The case company mainly works with quality, time and finance dimensions. The KPIs of case 
company also reflect the measurement perspectives i.e. economic and technical perspectives. 
The cycle time for important processes is noted to know the human factor efficiency.  

There are limited numbers of KPIs applied by the company to track the production 
performance. KPIs with which case company are working includes scrap cost, cycle time of 
some process, number of quality issues from customers and number of defects in some 
process.  

The case company has measurement policies for developed KPIs like; the cost of each wasted 
part is measured, cycle time for important processes, number of quality issues each week 
during the production process, number defect in some particular process. First and last part of 
each batch is measured and root causes for each problem are investigated. The measurements 
for specialized components are carried out in desired atmospheric conditions like measuring 
the tolerance of component. The measurement is done in 20 degree centigrade to eliminate the 
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impact of temperature on component. The accident / injury and delivery issues are measured 
each week.  

Step: 3 Benchmarking 
The case company lacks in benchmarking the practices internally and externally. Little 
evidence was observed for internal benchmarks, where production performance of important 
similar processes was compared. Lack of data availability problem for benchmarking was 
highlighted by management.  

Step: 4 Result utilization 
Case company believes that improvement comes through continuously working with limiting 
the problems. Investigation made during cross functional and inter departmental meetings are 
utilized to work with improvements.  Quality problems usually happen due to human errors 
which are difficult to eliminate fully however could be limited. Operators are motivated to 
work with improvements to make the production process effective and to reduce the wastages 
in the production process. 
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6. Analysis 
In this chapter, the empirical data gathered in three case companies are analysed. The 
analysis is conducted following the structure of Developed Model. The analysis follows the 
structure as Strategy, Performance measurement design model, Benchmarking and Result 
utilization. 

6.1 Case: 1 
Analysis for case 1 with respect to developed model is presented below: 

Step: 1 Strategy 
The case company has clear mission, strategies and production objectives and there exist a 
correlation between mission, strategies and production objectives.  Good correlation between 
strategies and implementation lead objectives achievement. Mainly, three production 
objectives identified i.e. high quality machines, schedule delivery and to reduce production 
losses. The detail measures needed to be designed for achieving production objectives. The 
measures case company is working are basic and it is difficult to control all the necessary 
information needed to achieve and improve the production process. 

Step: 2 Performance measurement design model 
There was no clear distinction found between production objectives and performance 
objectives, both of these terms were inter related with each other.  The case company has 
identified certain performance objectives in accordance with production objectives; however 
they are not well quantified into specified direction. 

Identify measurement area is based on feedback and departmental meetings and it is a good 
way to diagnose the problem in production process. Cross functional meeting provides better 
understanding of the problem and lead to agreed solution. Mainly, the meeting focuses on 
identification of problem from previous measurements, find solution of the problems, 
determine area to improve and this all lead to identify measurement areas.  

The measurement dimensions are identified according to production objectives and 
performance objectives. The quality dimension is identified to ensure the quality of product, 
and the time dimension is identified to ensure the delivery time. The product quality and on 
time delivery are two factors that contribute to customer satisfaction. Additionally, the finance 
dimension is also identified to control the production cost which has an impact to company 
profit margins. Technical and economical perspectives are important for companies however 
organizational perspective has its own significance and that was lacking in case company. 
Case company has limited basic technical and economic measure with no organizational focus 
that may lead to ineffectiveness in production process.  

The KPIs with which the case company is working are limited in numbers and there exists the 
possibility that limited number of KPIs may not reflect the actual production performance. 
Limited knowledge about the current level of performance makes it difficult to work with 
improvement activities.   



  
 

41 
 

Well established measurement policies make it easy to implement KPIs effectively. Most of 
the measurement policies for KPIs are well established as testing department set their 
measurement policies. There existed the evidence that certain measurement policies are not 
clear which can make the KPIs implementation less effective.  

Step: 3 Benchmarking 
Benchmarking provides a possibility to look at standards to improve the lacking areas. The 
benchmarking practices are not utilized in case company, so somehow it becomes difficult to 
compare current practices with the desired level or with competitor performance to identify 
the weak areas. Personal experience was not documented properly may not always be used for 
improvements. Factors like size of case company, lack of data and resources availability make 
it difficult to utilize benchmarking practices.  

Step: 4 Result utilization 
Analyse measurements, identify the real cause and do corrective actions is the essence of all 
the efforts made for improvements. The case company uses the performance measurement 
results for improvements in production process. Cross functional and production meeting are 
the way to analyse the progress and to work with continuous improvements. 

6.2 Case: 2 
Analysis for case 2 with respect to developed model is presented below: 

Step: 1 Strategy 
The case company has developed clear business ideas to work with. The case company has 
latest automatic machines and they are producing quite complex parts and providing their 
customers technical production and processing solutions. Complex products are produced 
based on the specialized requirement from their customers.  The quality being at the priority 
for their products, special considerations are taken to improve the quality and maintain the 
customer expectations. ISO 9001: 2008 is being followed to improve the quality standards. 

To ensure the business ideas are implemented and appropriate actions are taken continuous 
meeting are held to discuss performance. The case company has developed three years plan to 
achieve their business objectives. The case company is not using any type of tool to translate 
the business ideas into the detailed measures.  

Strategy is being the origin of production objectives. The business ideas developed are being 
supported by production objectives. Customers are being satisfied by providing them their 
specialized technical requirements. Limiting the variation in the processes lead to high quality 
products and ensure delivery of products at the stated time.  

Step: 2 Performance measurement design model 
There exists a correlation between performance objectives and production objectives. 
Achieving the performance objectives will be a step to ensure the production objectives. The 
KPIs the case company has developed are an extension of performance objectives.  
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The case company has a good procedure to identify the measurement area. They have 
experienced that the problems can come mainly from the supplier blanks and human factor. 
Steps are been taken to avoid the low-quality input blanks and improve human factor by 
recording the data and providing required knowledge. New batch production disturbances 
happen due to setup and fixture’s settings, once these matters are tackled properly the 
production continues with minimized disturbances. Root cause identified in scheduled 
meetings help to diagnosis the measurement area for potential problems. 

The case company is not using the word of dimension and they have not categorized their 
KPIs based on the dimensions. Based on the discussion with the company representative, they 
mainly work with quality and time; quality makes their customers satisfied and time 
dimension improves their efficiency and effectiveness. Flexibility and finance are their major 
second dimensions of focus. Planning is made to fulfil the customer’s promise of delivery, 
which makes the customer trust and reduces the lacks in processes. Quality is not 
compromised against the cost and this has made the company’s product as quality 
differentiated. Additionally, among the existing measurement’s perspective the case company 
mainly focuses on technical measures and has basic economic measures, while organizational 
measures have not been defined. It could be seen from measurement dimensions and KPIs 
developed. 

The KPIs reflects the performance objectives and the measurement area identified for 
performance improvement in the production process. Though the case company has number 
of KPIs however they have not directly derived from performance objectives or dimensions. It 
may be because KPIs only reflects the important parameters which are of much concern for 
case company. KPIs set, needs to be applicable and the data required needs to be accessible in 
the case company which requires clearly identifying measurement areas and current situation 
of the case company. 

The process of measurement policy identification basically considers the factors of 
effectiveness and reliability of measurements. Each KPI has measurement policy based on its 
requirement and importance for production performance. The persons responsible for the 
measurements, the tools for measurements and the frequency of measurements are selected 
based on product significance and expertise of personnel. 

Performance measurement design model consists of five important sub steps. It starts with 
performance objectives, measurement area, dimensions, KPIs and measurement policy. The 
case company activities could also be categorized into these five sub steps. The case company 
has performance objective, works with measurement area, have the KPIs that comes under the 
dimension and have the measurement policy for each KPIs. These all activities are performed 
in case company but not in the same sequence or at the same plate form. The representative 
from the case company mentioned that the model steps are performed here however they are 
not well documented as in the developed model. 

Step: 3 Benchmarking 
The case company management is aware of the importance of benchmarking concept. Batch 
production of different type of parts requires individual measurement and measurement policy 
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based on part complexity. They are working to adopt internal and external benchmarks for 
improving their performance with the limited resources available to them. For internal 
benchmarks, the company has limited size; there is no other branch or site for them to 
compare with. The only internal benchmark that the case company applies is to compare the 
production performance between similar machines or processes. Limitation of external 
benchmarking comes from the inaccessible data of other similar companies however they are 
trying to benchmark externally. 

 Step: 4 Result utilization 
The case company has developed comprehensive measurements based on their production 
process and strategy. The measurement results are well analysed and the problems identified 
by measurements are studied for finding the root causes. Improvement is a continuous process 
which requires continuous efforts to make production process to obtain high efficiency and 
effectiveness. As discovered in the case study, problems and root causes found are tried to 
improve, and outcomes of improvement are monitored for future measures.  

6.3 Case: 3 
Analysis for case 3 with respect to developed model is presented below: 

Step: 1 Strategy 
The case company has the facility and ability to produce the different type of parts with high 
quality and at appropriate cost for their customers. The quality and cost areas are focused 
from strategy to operations and production objectives are derived from that. The production 
objectives are not further categorized for their effective implementation, as producing 30% 
more with 30% fewer resources require appropriate strategies to achieve them.  Improving the 
quality of parts is ensured by following quality standards and specific customer demands of 
quality. 

Step: 2 Performance measurement design model 
The performance objectives of case company directly come from the company strategy and 
production objectives. The performance objectives are general to guide for specific 
production activity effectively, like two quality problem for one of the customers need more 
clarification in production process as it is based upon number of interdependent activities. 
Minimizing the scrap cost, shorter production cycle time and production process effectiveness 
requires specific activities for their achievement. 

Identify measurement area is an important step for case company to gather information to 
support their improvement decisions. Cross functional and production meetings provide them 
a platform to diagnose the real cause of a problem. The case company detailed measures not 
only based upon the production and performance objectives however they are also based on 
information from identification of measurement areas. 

Quality, time and finance dimensions provide them a possibility to improve the production 
process from diverse areas of actions.  Organizational perspective has not been given much 
importance and the measures are not designed accordingly. Human factor efficiency is 
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monitored for important processes however appropriate actions have not been taken to 
improve organizational effectiveness. The management is willing to design specialized 
measures to improve organizational effectiveness.  

The KPIs in the case company can generally describe the production performance, and it 
contains the concept of multi-dimension measuring. The KPIs contribute to achievement of 
production and performance objectives somehow however still there seems a need of 
designing and implementing more number KPIs. 

The measurement policy is developed according to each KPI. These policies clearly defined 
the responsible for measurement, tools for measurement, frequency of measurements. 

Step: 3 Benchmarking  
The case company only applies internal benchmarks for some of the processes and they do 
not have any accessible data for external benchmarks. To benchmark internally is also a 
demanding and difficult task for the case company i.e. due to less numbers of same type of 
equipment’s and due to lack of expertise. 

Step: 4 Result utilization 
The investigation made and root cause analysed are then being used for improving the 
production performance. Quality and cost being one of the important dimensions that affects 
the production processes, which are directly related with human factor. Case company lacks 
in organizational measurements so human factor ineffectiveness could cause hurdles in 
production process. Different meetings held work for utilizing the resources in an effective 
way and feedback is considered an important input for production performance 
improvements.  
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6.4 Case Analysis Representation 
Each case analysed in the above section is represented in the form of table 6.1 in the 
following section. Four symbols have been used to show the intensity of implementation of 
important concepts. 

Table 6.1 Case analysis representation 

Developed Model  Case 1 Case 2 Case 3 

Strategy 

Strategic Alignment ◐ ● ○ 

Measurement Design 

Identify Performance Objectives ○ ● ○ 

Identify Measurement Areas (diagnosis)  ● ● ● 

Identify Measurement Dimensions  ● ● ● 

Identify KPIs ○ ● ◐ 

Establish Measurement Policies ◐ ● ● 

Benchmarking 

Internal Benchmarking × ○ ○ 

External Benchmarking × ○ × 

Result Utilization  

Continuous Improvement ◐ ● ◐ 

Measurement Perspectives  

Multi-perspective Measurements ○ ○ ○ 

 
●: Good Level Implementation  ◐: Medium Level Implementation 
○: Poor Level Implementation ×: No Implementation   
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7. Results 
In this chapter, the results of case studies are presented based on research conducted. The 
commons and differences between the developed model and the case studies are discussed to 
prove the applicability of the Developed Model. 

The empirical investigation made and analysis carried out with respect to developed model, 
the representation of that is shown in table 6.1. The table indicates the general concepts of the 
developed model; it also represents the extent of implementation of these concepts based on 
author’s observations during comparative study of three cases. 

The developed model applicability was checked in three case studies and it was found that 
SMEs are at different maturity level in terms of applicability of the model, which indeed 
requires improving maturity level by implementing the developed model. Different maturity 
levels in multiple case study also ensure validity and reliability of the developed model. 

Strategic alignment ensures to developed clear strategies that will be translated into accurate 
KPIs for their effective implementation at operational level in the production process. Case 2 
has developed clear and appropriate numbers of measurements that lead to achievements of 
strategic goals than case 1 and 3 comparatively. Lack of strategic alignment leads to develop 
deviated KPIs for production process and their poor level of implementation as indicated in 
table 6.1. It was also found that the KPIs developed were basic in nature and limited in 
numbers.  

Cases were working with improving production performance; however they have not 
categorized performance objectives as in the developed model. Case 2 was clearer in their 
performance objectives than case 1 and 3, though all cases have KPIs that were contributing 
to performance objectives. 

The KPIs developed in cases could be mainly categories into finance, quality and time 
dimension. Case 2 emphasized to work somehow with flexibility dimension while human 
resource dimension was neglected in three visited SMEs. The empirical investigation and 
analysis showed that mainly economical and technical measures are applied while SMEs lack 
in organizational measurements and it may lead to organizational ineffectiveness. The 
intensity of implementation of economic and technical measure was not seen at appropriate 
level. 

Benchmarking concept is one of the important step for the developed model. It was found that 
SMEs lack in implementation of benchmarking as could be seen in table 6.1. Cases were 
aware of benchmarking contribution for improving their production performance. Lack of 
implementation was due to limited resources available to them as comparison with large 
organizations. The Case 2 was somehow working the internal and external benchmarks while 
case 1 and 3 set no benchmarks. 
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8. Conclusions 
In this chapter the research is concluded. Firstly the formulated problem is answered by the 
developed model. Then developed model applicability is checked in multiple case study and 
thereafter multi perspective measurements is discussed. Finally the criticism is made for 
future research. 

8.1 Problem Formulation and Developed Model 
This section answers the formulated problem in Chapter 1. The problem formulated for the 
study as: 

How can small and medium enterprises (SMEs) improve their production performance 
management? 

The developed model in this study provides solution to the formulated problem through four 
aspects: 

• Emphasize on strategy alignment of performance measurements to SME strategy.  
• Select effective KPIs and develop appropriate measurement policies. 
• Benchmark production performance and take account for effectiveness of 

improvements. 
• Utilize measurement results and continuously improve production performance. 

Strategy defines how SMEs can achieve their mission and goals. The production performance 
management should be one part of the SMEs activities that contribute to the company 
strategy. The developed model breaks down the production performance management into the 
activities of production performance measurements and production performance 
improvements. The concept of strategy alignment is emphasized in the developed model to 
design measurements reflecting the strategy. It can improve SMEs production performance 
management by better achieving of their strategic goals through strategic aligned measures.  

According to developed model, the selection of KPIs for SMEs should be comprehensive, 
which means the KPIs should be multi-perspective and cover different measurement 
dimensions. KPIs should be appropriate in numbers and not too complex or too simple. At the 
same time, the KPIs should not be repetitive in order to reduce the resource consumption. It 
also requires developing appropriate measurement polices for each KPI. These principles of 
KPIs selection can improve the production performance management of SMEs by providing 
better production performance measurements.  

The developed model also improves the production performance management of SMEs by 
applying the concept of performance benchmarking and effectiveness of improvement 
measures. Benchmarking of production performance is not proved by cases practices due to 
difficulties in finding data and lack of resources, however it is well-supported by literature. It 
can easily identify the strength and weaknesses in the production by comparing the 
performance internally and externally. It also provides a possibility to look at the 
effectiveness of improvement activities by comparing their outcome with the standards or 
benchmarks. 
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Production performance management is based on measurements and improvements as 
mentioned earlier. Improving production performance management for SMEs not only require 
designing accurate measurements however also to work with continuous improvements. The 
results obtained through measurements needed to be analysed, disturbances identified 
required to work with and further actions are needed to be planned by prioritizing the 
improvement activities. 

8.2 Multiple Case Study and Model Applicability 
The introduction chapter highlighted the purpose of the study as: “To develop a model for 
assessing, follow up and improving the production performance of Small and Medium 
Enterprises.” Intensive literature study has been carried out to develop a model meeting the 
requirements. The developed model possesses the capacity to assess, follow up and improve 
production performance of SMEs. SMEs differ in their culture, structure, practices and 
resources; to validate and generalize the developed model applicability has been checked 
through three different case studies. Two case companies were medium sized and one was 
small company under the big group that is operating in different business areas.  

Al-Najjar & Kans (2006), Bourne et al. (2000), Neely et al. (2000), and Neely (1999) 
discussed the importance of strategically aligned performance measures. It has been observed 
during case studies that there exist the practices or some deviation for transforming the 
strategy into the accurate performance measures. These deviations could be seen from two 
perspectives, e.g. there exists the strategy but the performance measures have not designed or 
it could be the case that there are performance measures which do not contributes to strategy 
achievement. It has also been observed that SMEs were working with limited technical and 
economic measures while organizational measures have not been defined. It could be 
concluded that performance measure should be defined based on strategy and there is need of 
clear alignment between strategy and performance measures. The developed model step 1 
gives emphasis on strategic aligned measures for Production process.  

The performance measurement design step 2 of the developed model consists of five sub 
steps; performance objectives, measurement areas, measurement dimensions, KPIs and 
measurement policies. The purpose of the step 2 is to identify accurate KPIs and measurement 
policies that reflect the production objectives and lead to strategy. Cases were lacking in 
identification of accurate performance objectives and KPIs for improving the production 
performance. It was due to lack of specialized skills as SMEs faces this problem. Performance 
objectives narrow down the improvement area and this leads focus on specialized area and not 
to deviate from required results. Identification of accurate performance objectives will make 
the later steps easy to follow in the developed model and improve production process 
effectiveness. Slack et al. (2009) also emphasized on well-defined strategy for KPIs selection. 
It could be concluded that well developed performance objectives will make it possible to 
identify accurate KPIs. 

Al-Najjar & Kans (2006) emphasised on diagnosis while Folan & Brown (2005) and Hudson 
et al. (2001) highlighted the importance of measurement dimensions. The cases were good in 
identification measurement areas and identification of measurement dimensions. Researchers 
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have identified six important dimensions however the cases were mainly working with two to 
three dimensions. KPIs are not seen well developed this was due to vague performance 
objectives, while the cases have measurement policies for developed KPIs. Parmenter (2007) 
and Al-Najjar & Kans (2006) argued for well implemented KPIs. Al-Najjar & Kans (2006) 
also argued for development of effective measurement policy. The five sub steps of 
measurement design model have effective role for improving production performance as 
checked in case studies and also highlighted by literature. It could be concluded that step 2 of 
the model is well developed and empirically applicable.  

Internal and external benchmarking is one of the steps of the developed model. It provides an 
insight to compare the practices with the standards. Authors like Al-Najjar et al. (2004), 
Gomes & Yasin (2011), Neely (1999) and Stapenhurst (2009) highlighted the importance of 
benchmarking for performance improvements. Table 6.1 highlights that benchmarking 
practices were found to be weak in application as compared to other concepts, so it could not 
be assumed that benchmarking is not relevant for SMEs. Improving the production 
performance requires to benchmark the practices as it is identified in literature. Literature also 
highlights that SMEs have limited resources and are not specialized in skills. The case 
companies were aware of benchmarking however they were not implementing the 
benchmarking concept and according to them; it was due to lack of resources and data 
availability for them to benchmark. Benchmarking importance and data availability problem 
was also discussed by Denkena & Liedtke (2006). It could be argued that SMEs need to work 
with benchmarking even though they find it difficult for them to work with, so step 3 of the 
model have its worth to be the part of the developed model.  

Result utilization step of the developed model works with the analysis and suggestive actions 
for continuous improvements. Production performance improvements require working with 
continuous improvement cycle to eliminate the ineffectiveness. Oakland (2003), Loch & 
Tapper (2002) and Santos et al. (2002) also insisted the importance of continuous 
improvement for improving the performance. Table 6.1 indicates a good correlation of 
continuous improvement concept in case companies visited. Continuous improvement focus 
also makes it possible for companies not to get demotivated and work continuously as Neely 
& Bourne (2000) argued the failure of performance measurement due to lack of focus. It 
could also be concluded that the result utilization step of the developed model has its 
importance for improving the production performance. 

The model comprises of four step and each step applicability was checked in case companies 
and confirmed by SMEs practices with strong or weak correlation.  The table 6.1 in analysis 
chapter indicates the intensity of important concept implementation. This ensures internal 
validity, external validity and reliability of the developed model. 
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8.3 Multi-Perspective Measurements 
SMEs cases were mainly working with technical measures and to some extent economic 
measures while organizational measures were not being designed. It could be due to lack of 
specialized skills while comparing with large organizations, which have lot of resources 
available to train the human capital. SMEs are lack of organizational perspective and the 
contribution of it leads to improve the organizational effectiveness. Multi-perspective 
measurements were not proved by SMEs practices, still the demand of multi-dimension 
measurements are identified from cases. Al-Najjar et al. (2004) insisted on economic and 
technical measures while Parhizgari & Gilbert (2004) highlighted the importance of 
organizational measures. These perspectives assess the effectiveness from different area of 
actions and remove inefficiencies. It could be concluded that SMEs need to work with these 
perspectives; especially organizational perspective and appropriate measures required to be 
designed based on these perspectives. 

8.4 Criticism and Suggestion for Future Research 
It could be argued that the developed model applicability was checked at generalized level it 
does not go in details.  Like benchmarking is one of the important step of the developed 
model it is said benchmarking practices should be utilized, however it has not been discussed 
how to work with benchmarking same with other steps of the developed model. The allocated 
time was used to check the applicability of developed model in three case studies to make it 
more generalized however the time could also be used to make this model applicable into one 
case study to see the specialized application and outcomes of developed model. It could be 
suggested that model could be tested practically in case study to identify the specialized 
applicability of the model. A large scale questionnaire could be conducted to get the idea 
about model steps and practices of SMEs with respect to developed model. 

  



  
 

51 
 

9. References: 
Adler, R.W., 2011. Performance management and organizational strategy: How to design 
systems that meet the needs of confrontation strategy firms. The British accounting review,43, 
pp.251-263. 

Al-Najjar, B., 1996. Total quality maintenance: an approach for continuous reduction in costs 
of quality products''.  Journal of Quality in Maintenance Engineering, 2(3), pp. 4-20. 

Al-Najjar, B. Alsyouf, I., 2004. Enhancing a company’s profitability and competitiveness 
using integrated vibration-based maintenance: A case study. European journal of operational 
research, 157, pp.643-657. 

Al-Najjar, B. Hansson, M-O. Sunnegårdh, P., 2004. Benchmarking of Maintenance 
Performance: A Case Study in two manufacturers of furniture. IMA Journal of Management 
Mathematics, 15 (3), pp. 253-270. 

Al-Najjar, B. Kans, M., 2006. A model to identify relevant data for problem tracing and 
maintenance cost-effective decisions: A case study. International Journal of productivity, 
55(8), pp. 616-637. 

Amaratunga, D. Baldry, D., 2002. Moving from performance measurement to performance 
management. Facilities,20(5/6), pp. 217-223. 

Aswathappa, K. Bhat, K.S., 2010. Production and Operations Management. [e-book] 
Mumbai, IND: Global Media. Available through: Linnaeus University Library 
<http://site.ebrary.com/lib/linne/docDetail.action?docID=10416187> [Accessed 8th March 
2012]. 

Atkinson, A.A. Waterhouse, J.H. and Wells, R.B., 1997. A Stakeholder Approach to Strategic 
Performance Measurement. Sloan management review, spring ed, pp. 1-37. 

Bellgran, M. Safsten, K., 2010. Production development: design and operation of production 
systems. London: Springer. 

Blessing, L.T.M. Chakrabarti, A., 2009. DRM, a design research methodology. London: 
Springer. 

Bourne, M. Mills, J. Wilcox, M. Neely, A. Patts, K., 2000. Designing, implementing and 
updating performance measurement systems. International journal of operation & production 
management, 20(7), pp.754-771.  

Brown, M., 1996. Keeping Score: Using the Right Metrics to Drive World 
Class Performance. New York: productivity Inc. 

British Standards Institution, 2007. En-15341: 2005 Maintenance Key Performance 
Indicators. Milton Keynes: BSI. 

http://site.ebrary.com/lib/linne/docDetail.action?docID=10416187


  
 

52 
 

Bunse, K. Vodicka, M. Schonsleben, P. Brulhart, M. Ernst, F.O., 2011. Integrating Energy 
Efficiency Performance in Production Management Analysis between Industrial Needs and 
Scientific Literature. Journal of Cleaner Production, 19, pp.667-679. 

Burns, R.B., 2000. Introduction to research methods. 4th ed, London: SAGE. 

Chase, R.B. Jacobs, F.R. Aquilano, N.J., 2006. Operations Management: for Competitive 
Advantae. 11th ed, New York: McGraw-Hill. 

Gits, C.W., 1992. Design of maintenance concepts. International journal of production 
economics 24(3). pp. 217-226. 

Denkena, B. Liedtke, C., 2006. Evolutionary Approach to Measure Production Performance, 
Intelligent Production Machines and Systems, pp.436-441. 

Depoy, E. Gitlin, L.N., 1998. Introduction to research: understanding and applying multiple 
strategies. 2nd ed, St. Louis : Mosby. 

Drongelen, I.C. K-van and Bilderbeek, J., 1999. R&D performance measurement: more than 
choosing a set of metrics. R&D Management, 29(1), pp. 35–46. 

Drucker, P.F., 1992. The new society of organization. Harvard business review, sept-oct, pp. 
92-104. 

Dubois, A. Gadde, L-E., 2002. Systematic combining: an abductive approach to case 
research. Journal of business research, 55(7), pp.553-560. 

Eccles, R.G., 1991. The Performance Measurement Manifesto. Harvard business review, 
January-February, pp. 131-137. 

Ermolayev, V. Matzke, W-E., 2007. Towards industrial strength business performance 
management. Lecture notes in computer science. 4659, pp. 387-400. 

European Commission, 2005. The New SME Definition- User Guide and Model Declaration. 
Enterprise and Industry Publications. Available at:  

http://ec.europa.eu/enterprise/policies/sme/files/sme_definition/sme_user_guide_en.pdf 
[Accessed 20th March 2012]. 

European Commission, SBA Fact Sheet Sweden. Available at:  

http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-
review/files/countries-sheets/2008/sweden_en.pdf [Accessed 20th March 2012]. 

Evans, J.R. Lindsay, W.M., 2005. An Introduction to Six Sigma & Process Improvement.  
Mason, Ohio: Thomson South-Western. 

Flick, U., 2009. An introduction to qualitative research. 4th ed, London: Sage. 

http://ec.europa.eu/enterprise/policies/sme/files/sme_definition/sme_user_guide_en.pdf
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/files/countries-sheets/2008/sweden_en.pdf
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/files/countries-sheets/2008/sweden_en.pdf


  
 

53 
 

Folan, P. Browne, J., 2005. a review of performance measurement: towards performance 
management. Computers in industry, 56, pp.663-680. 

Garengo, P. Biazzo, S. Bititci, U.S., 2005. Performance measurement systems in SMEs: A 
review for a research agenda. International Journal of Management Reviews, 7(1), pp. 25–47. 

Garengo, P. Bititci, U., 2007. Towards a contingency approach to performance measurement: 
an empirical study in Scottish SMEs. International Journal of Operations & Production 
Management, 27(8), pp. 802-825.  

Ghauri, P. Gronhaug, K., 2005. Research methods in business studies: a practical guide. 3rd 
ed. Harlow, England: Prentice Hall. 

Given L.M., 2008. The SAGE Encyclopaedia of Qualitative Research Methods. Los Angeles: 
SAGE. 

Globerson, S., 1985. Issues in developing a performance criteria system for an organization. 
International journal of production research, 23(4), pp.639-646. 

Godener, A. Soderquist, K.E., 2004. "Use and impact of performance measurement results in 
R&D and NPD: an exploratory study," R & D Management, 34(2), pp. 191-219. 

Gomes,C.F. Yasin, M.M.,2011. A systematic benchmarking perspective on performance 
management of global small to medium-sized organizations: An implementation-based 
approach. Benchmarking: An international journal, 18(4), pp. 543–562. 

Gray, D.E., 2009. Doing research in the real world. 2nd edition, Los Angeles: Sage 
publications Ltd. 

Hansen, R.C., 2001. Overall Equipment Effectiveness: A Powerful Production / Maintenance 
Tool for Increased Profits. New york: Industrial Press Inc. 

Houben, G. Lenie, K. and Vanhoof, K., 1999. A knowledge based SWOT-analysis system as 
an instrument for strategic planning in small- and medium-sized enterprises. Decision Support 
System, 26 (2), pp. 125-135. 

Huang, S.H. Dismukes, J.P. Mousalam, Shi, J. Razzak, M.A. Bodhale, R . and Robinson, 
D.E., 2003. Manufacturing productivity improvement using effectiveness metrics and 
simulation analysis. International journal of production research, 41(3), pp. 513-527. 

Hudson, M. Smith, D., 2007. Implementing Strategically Aligned Performance Measurement 
in Small Firms. International Journal of Production Economics, 106(2), pp. 393-408. 

Hudson, M. Smart, A. Bourne, M., 2001. Theory and Practice in SME Performance 
Measurement Systems.  International Journal of Operations & Production Management, 
21(8), pp. 1096-1115. 

International Standards Office, 2004. ISO 14001:2004, Environmental Management.Geneva: 
ISO. 



  
 

54 
 

Johnston, R. Pongatichat, P., 2008. Managing the tension between performance measures and 
strategy: coping strategies. International Journal of Operations & Production Management, 
28 (10), pp. 941-967. 

Kaplan, R.S. Norton, D. P., 1992. The balanced scorecard – Measures that drive performance. 
Harvard Business Review, 70(1), pp. 71-79. 

Kaplan, R.S. Norton, D.P., 1996a. The balanced scorecard : translating strategy into action. 
Boston, Mass: Harvard Business School Press. 

Kaplan, R. S. Norton, D. P., 1996. Using Balance Scorecard as a Strategic Management 
System, Harvard Business Review. 74(1), pp. 75-85. 

Kaplan, R.S. Norton, D.P., 2004. Strtategy maps: converting intangible assets into tangible 
outcomes. Boston, Mass: Harvard Business School, cop. 

Kennerley, M. Neely, A., 2002. a framework of the factors affecting the evaluation of 
performance measurement systems. International Journal of Operations and Production 
Management, 22(11) ,pp.1222-1245. 

Kennerley, M. Neely, A., 2003. Measuring performance in a changing business environment. 
International Journal of Operations and Production Management, 23(2) ,pp. 213-229. 

Krajewski, L.J. Ritzman, L.P. Malhotra, M.K., 2007. Operations management: processes and 
value chains. 8th ed. Upper Saddle River, New Jersey: Pearson Prentice Hall. 

Krajewski, L.J. Ritzman, L.P., 1996. Operations management: strategy and analysis. 4th ed. 
New york: Addison-wesley publishing company. 

Kudo, Y. Murai, T. Akama, S., 2009. A granularity-based framework of deduction, induction, 
and abduction. International Journal of Approximate Reasoning, 50 (8), pp. 1215-1226. 

Lebas, M.J., 1995. Performance measurement and performance management. International 
journal of production economics, 41(1-3), pp.23-35. 

Lee, G. Bennett, D. Oakes, L., 2000. Technological and organisational change in small- to 
medium-sized manufacturing companies: A learning organisation perspective. International 
journal of operations & production management, 20(5), pp.549-572. 

Loch, C.H. and Tapper, U.A.S., 2002. Implementing a strategy-driven performance 
measurement system for an applied research group. Journal of Product Innovation 
Management, 19(3), pp.185–198. 

Lynch, R. Cross, K., 1991. Measure up! Yardsticks for Continuous Improvement. Cambridge: 
Blackwell Business. 

Marri, H.B. Gunasekaran, A. Grieve, R.J., 2000. Performance measurements in the 
implementation of CIM in small and medium enterprises: an empirical analysis. International 
Journal of production research, 38(17), pp. 4403-4411.  

http://www.sciencedirect.com.proxy.lnu.se/science/article/pii/S0888613X09001066
http://www.sciencedirect.com.proxy.lnu.se/science/article/pii/S0888613X09001066
http://www.sciencedirect.com/science/article/pii/092552739500081X


  
 

55 
 

Mason, J., 2010. Qualitative researching. 2nd ed, London:Sage. 

McAdam, R., 2000. Quality Model in a SME context: A critical perspective using a grounded 
approach. International journal of quality and reliability management, 17(3), pp.305-323.  

Medori, D. Steeple, D., 2000. A framework for auditing and enhancing performance 
measurement systems. International journal of operations & production management, 20(5), 
pp.520-533. 

Melnyk, S. Stewart, D.M. and Swink, M., 2004. Metrics and Performance Measurement in 
Operations management: Dealing with the Metris Maze.  Journal of Operations Management, 
22(3), pp. 209-218. 

Meyer, M.W., 2002. Rethink performance measurement. Cambridge: University press 
Cambridge. 

Mills, J. Neely, A. Platts, K. Richards, H. and Gregory, M., 1998. The manufacturing strategy 
process: incorporating a learning perspective.  Integrated Manufacturing Systems, 9(3), pp. 
148-55. 

Moriarty, J.P., 2011. A theory of benchmarking. Benchmarking: An international journal, 
18(4), pp.588–611. 

Muchiri, P. Pintelon, L., 2008. Performance measurement using overall equipment 
effectiveness (OEE): literature review and practical application discussion. International 
journal of production research, 46(1), pp.3517-3535. 

Nahmias, S., 2009. Production and Operations Analysis, International Edition. New York: 
McGraw-Hill, Irwin. 

Najmi, M. Rigas, J. and Fan, I., 2005. A framework to review performance measurement 
systems. Business Process Management Journal, 11 (2), pp.109-122. 

Nakajima, S., 1988. Introduction to TPM: Total Production Maintenance. Cambridge, Mass: 
Productivity Press. 

Neely, A., 1999. The performance measurement revolution: why now and what next? 
International journal of operation & production management, 19(2), pp. 205-228. 

Neely, A. Bourne, M., 2000. Why measurement initiatives fail. Measuring Business 
Excellence, 4(4), pp.3-7. 

Neely, A. Bourne, M. Kennerley, M., 2000. Performance Measurement System Design: 
Developing and Testing a Process-based Approach. International Journal of Operations & 
Production Management, 20(10), pp. 1119-1145. 

Neely, A. Gregory, M. Platts, K., 1995. Performance Measurement System Design: A 
Literature Review and Research Agenda.  International Journal of Operations & Production 
Management, 15(4), pp. 80-116. 



  
 

56 
 

Neely, A. Jarrar, Y., 2004. Extracting value from data- the performance planning value chain. 
Business process management journal, 10(5), pp.506-509. 

Oakland, J.S., 2003. Total quality management: text with cases. 3rd ed, Amsterdam: Elsevier 
Butterworth-Heinemann. 

Oechsner, R. Pfeffer, M. Pfitzner, L. Binder, H. Muller, E. and Vonderstrass,T., 2003, From 
Overall Equipment Efficiency to Overall Fab Effectiveness. Materials Science in 
Semiconductor Processing, 5, pp.333-339. 

Parhizgari, A.M. Gilbert, G.R., 2004. Measures of Organizational Effectiveness: Private and 
Public Sector Performance. Omega: 32 (3) pp 221-229. 

Parmenter, D., 2007. Key Performance Indicators: Developing Implementing and Using 
Winning KPIs. New Jersey: John Wiley & Sons, Inc. 

Porter, M.E., 1996. What is strategy. Harvard business review, Nov-Dec, pp. 61-78. 

Prokopenko, J., 1987. Productivity Management. A Practical Handbook. Geneva: 
International Labour Organisation.   

Robson, I., 2004. From Process Measurement to Performance Improvement. Business Process 
Management Journal, 10(5), pp. 510-521. 

Ron, A.J.D. Rooda, J.E. 2006. OEE and equipment effectiveness: an evaluation. International 
journal of production research, 44(23), pp. 4987-5003. 

Santos, S.P. Belton, V. Howick, S., 2002. Adding value to performance measurement by 
using system dynamics and multi criteria analysis. . International Journal of Operations and 
Production Management, 22(11), pp.1246-1272. 

Saunders, M. Lewis, P. and Thronhill, A., 2009. Research Methods for Business Students. 5th 
ed. England: Pearson Education Limited.  

Semiconductor Equipment and materials international, 2000. SEMI  E79-0200 Standard for 
Definition and Measurement of Equipment Productivity. Mountain view: SEMI. 

Simons, R. 2000. Performance measurement & control system for implementing strategy. 
New jersey: Prentice-Hall, Inc. 

Silverman, D., 2005. Doing Qualitative Research: A practical handbook. London: SAGE 

Singh, R.K. Garg, S.K. and Deshmukh, S.G., 2008. Strategy development by SMEs for 
competitiveness: a review. Benchmarking: an international journal, 15(5), pp.525-547. 

Skinner, W., 1974. The focused factory. Harvard business revie. 

Slack, N. Chambers, S. Johnston, R. Betts, A., 2009. Operations and process management: 
principles and practice for strategic impact. 2nd ed. Harlow ; New York : Prentice Hall. 



  
 

57 
 

Stapenhurst, T., 2009. The benchmarking book: a how-to-guide to best practice for managers 
and practitioners. London: Butterworth-Heinemann. 

Storey, D.J., 1994. Understanding the Small Business Sector. New York: Thomson Business 
Press. 

Tajiri, M. Gotoh, F., 1992. TPM Implementation: A Japanese Approach. New York: 
McGraw-Hill. 

Thomas, G., 2011. How to do your case study. London:Sage. 

Tsai, Y.C. Chen, Y.T., 2011. Analysing Key Performance Indicators (KPI) for E-commerce 
and Internet Marketing of Elderly Product: A Review.  Archives of Gerontology and 
Geriatrics, In Press, Corrected Proof. 

Veen-Dirks, P.V., 2010, Different Uses of Performance Measures: The Evaluation Versus 
Reward of Production Managers. Accounting, Organizations and Society, 35, pp. 141-164. 

Willmott, P. McCarthy, D., 2001. TPM: A Route to World-Class Performance. Oxford: 
Butterworth-Heinemann. 

Wisner, J.D. Fawcett, S.E., 1991. Ling Firm Strategy to Operating Decision through 
Performance Management. Production and Inventory Management Journal, Third Quarter, 
pp. 5-11. 

Yin, R.K., 2003. Case study research – design and methods, 3rd ed. London: Sage 
Publications. 

Yin, R.K., 2009. Case study research: design and methods. London: SAGE. 

Zhang, Y. Wu, X., 2010. Integrating induction and deduction for noisy data mining. 
Information sciences, 180 (14), pp. 2663-2673. 

  



  
 

58 
 

Appendixes  
This section includes two appendixes. Appendix I shows the strategy for searching the 
literature while Appendix II shows the guide for semi structured interview. 

Appendix: I Strategy for Searching Literature 
Appendix I below shows the strategy used for searching the literature in March 2012. It also 
shows the delimitations made to search for specific literature. 
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Appendix: II Interview Guide 
These questions are developed from literature study and through brainstorming. The purpose 
of these questions is to gather data of SMEs production practices with respect to developed 
model. The interviews are designed as semi-structured interview, and these questions are only 
critical issues to cover rather than a questionnaire.  

Strategy 

What is company’s vision and mission? 

What is company’s production strategy? 

What is production department strategy? 

What are production objectives? 

What is the main area of focus in production?  

What you want to achieve from production process presently? 

What do you think which area of production requires improvements? 

How you ensure that there is correlation between strategic goals and what is done at operation 
level? 

Are you satisfied with production performance? 

How management evaluate the production department performance? 

How information is gathered for controlling and decision making? 

Production information 

What are the products you produce? 

What are the main processes for product production? 

Mainly where the problems exist in production process? 

What are the main equipment’s you are using in each process? 

What are the major inputs for production process? 

Are you satisfied with the out produced? 

Do you get customer response frequently complaining the product? 

Do you measure OEE, Availability, or Quality Rate? 

Task: Draw figure for production process. 

Task: Try to identify the problems in production process. 
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Performance measurement 

Performance objectives 

What are production performance objectives? 

In which area of production there exist problems? 

In which area you want to improve? 

What objectives you have set? 

Are you satisfied with performance objective set? 

Is there any need of improvement? 

On what basis you change performance objectives? 

How you have established the performance target? 

Task: Identify performance objectives. 

Measurement dimensions 

Which measurement dimension you work with? 

How you have identified these dimensions?  

Task: Identify measurement dimensions. 

Measurement areas (Diagnosis) 

What are the major problems in production process? 

How you get information about these problems? 

Task: Identify Measurement Areas. 

Key performance indicators (KPIs) 

Which Perspectives the KPIs consists of e.g. technical, economical and organizational? 

Which Dimensions the KPIs consists of?  

What are the major KPIs for production process?  

How you have set these KPIs? 

What are the shortages in current KPIs? 

Task: Identify KPIs based on measurement dimensions and perspectives. 
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Measurement policy 

Have you set measurement policies for each KPI? 

What are the shortages in the current measurement policy? 

Task: Identify measurement policies. 

Benchmarking 

Have you set any standards for achievement in production process? 

What is the idea behind setting any benchmark? 

What are your internal benchmarks? 

What are your external benchmarks? 

Task: Identify internal and external benchmarks. 

Result utilization 

What type of measurement result you get? 

Do you have any data base for recoding the results? 

How you analyse the results? 

Do you use any type of tools for analysis? 

What you think how you utilize the results? 

What you think result utilization is necessary? 

Do you do improvements based on the results obtained? 

What you think about continuous improvements and how you are working with it? 

Task: Discuss improvements based on result utilization. 
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