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ABSTRACT

Title of Dissertation:Research on KPlI Management of the Finished Vehiclegistics
Business Enterprise

DegreeMaster of Science in International Transport and Layistics

This thesis analyzes the business characterigtessent condition and trend of the
professional development of the finished vehiclgidics business enterprise first, and explains
iteratively necessity and important meaning of geniance management for the finished vehicle
logistics business enterprise, and analyzes thiorpgnce management theories adopted by
currently domestic and international business enta in detail, and brings up present condition
analysis, discusses relationship between perforeman@nagement and the continuous
development of business enterprise; put forwardthieeries foundation of KPI management,
and bring up with the principle that the KPI managet should follow and crux that KPI may
face.

By analyzing the present condition of the damesnd international KPlI management, the
construction principle and method of KPI managenpgaject is determined. By the analysis of
the main business process of the finished vehagestics business enterprise, and according to
KPI management theories, the KPI management olothistics business enterprise model is set
up; Finally by the contrastive analysis of the sasethe business enterprise, the feasibility ef th
management project is proved.

This text is totally divided into 5 chapters, chept synoptically explained the meaning and
background of this topic, and the research methbdopic; Chapter 2 detailed analyzes
performance management theories and present camditibbusiness enterprises; Chapter 3 bring
up with the construction of the KPI managementgubpf the finished vehicle logistics business
enterprise according to above-mentioned analysGhapter 4 certify feasibility of
above-mentioned project by the KPI management egipdin in NYK logistics (China) limited

company; Chapter 5 briefly explained follow-up @ direction and summarized full text.

Keyword: The finished vehicle logistics, the performancealeation, performance



management, KPl management
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1. Introduction

1.1 Background and meaning of this topic
The automobile logistics is divided into two platesproduction logistics and sale logistics,

the former is mainly responsible for distributingr{s to production line, and the latter is mainly
to deliver the whole product to the customers areasories sale after sale. The main research
object of this thesis is the finished vehicle ltigs business enterprise.

Along with the fast development of automobile inttysn China, the finished vehicle
logistics business enterprises are growing raplally,along with increment of business quantity,
the market competition turns fiercer. Because ok laf effective performance management in
business enterprise, many corruptive practicesgestfually. Such as: The business enterprise's
strategic target is misty and the business entaiofits year by year fall and the employees
are overstaffed and the personnel flow rate is kigh

The forerunners of logistics companies have alrezdyaped from the limit of inner part of
logistics section, which is measured by analysistlom simple function index for logistics
performance to control logistics performance, mamitircumstance of allocating logistics
resource by the accomplishment of the alliance @mpin the distribution channel. But
performance management targets of some logistisséss enterprise developing in China are
weak, the feedback is little, there is no prize podishment management basically. They have
stronger and correct ideas about mission and argaon structure, but keen in controlling and
coordinating performance by deploying two levers aperational and finical control, and
depending on value pursuit to encourage employgesdddom deploy performance management
system according to strategy.

The ability of management in the developing logstbusiness enterprise is obviously not
good, particularly in following aspects: The enaetrin of target, providing an explicit
performance management feedback, give prize or shoment to excellent or inferior
accomplishment, they over-depend on managementot@rtd value encouragement, and lack
of personnel knowing finance and management, seldeploy incentive mechanism and
develop opportunity to attract and reserve excebemployees.

According to the organization and position segma&nthe developing logistics business
enterprise and the best fulfilment of foreign ktggs company, performance management is




process how to carry out target and reach consglasus management method to encourage
employee to successfully attain target. Althougle thversea advanced logistics business
enterprise has already had similar successful ac#d€Bl management, because of dissimilarity
in nation condition, application background and pamy management level in China, we can
not adopt doctrinarism, but should develop suitail¥ management project to keep with

situation of China and suit the management levethef finished vehicle logistics business

enterprise, in order to fill up the blank of perfnce management of the finished vehicle
logistics business enterprise.

1.2 The finished vehicle logistics development anicend in China

1.2.1 The present condition of Chinese automobiledgistics industry

Chinese automobile logistics industry mainly ha® tsystems as Procurement supply,
transport distribution. The vehicle logistics costChina is two times more than Europe or the
United States currently. The empty drive rate isLal37%, among which empty drive rate of the
finished vehicle logistics reaches to 39%, intagoatwarehouse and transport resource of

different automobile manufacturers is the imporiaay to reduce automobile sale cost.

1.2.2 The automobile logistics industry develop tred

The third party logistics in the automobile ikiggs is quickly rising, which has already
made the fixed warehouse of automobile manufacgusecome flow warehouse and promote

circulation efficiency of automobile products.

1.3 Research method

1.3.1 Document inspection method

Extensively collect the Chinese and Foreign dalkaed with this topic, understand basic
circumstance, pack up theoretical basis by commste study and discuss, establish scientific
viewpoint and attitude by focused studies, devéhgught and method of perfecting science and

insure the quality and effectiveness of topic.



1.3.2 Benchmark method

Combine with the information of document inspectidimd out the commonness of
operation in logistics business enterprise andsipecialness of the finished vehicle logistics
business enterprise, by combining the present tondif local KPI management of the logistics
business enterprise design a set of practical Bl management project to guide the finished

vehicle logistics business enterprise to run.

1.3.3 Activity analysis research method

On the foundation of science proof, concretely yr®akhe business process of the finished
vehicle logistics business enterprise, put forwlaesic conceive and frame of fulfillment,
according to the conceive and frame, construct wm &Pl management project, adopts
directional, quantitative and qualitative analysisthe practice process, attain continuously
performance and improvement of science and reébpeance in the application to achieve the

best integration.

1.3.4 Experience method

Extensive collections of practice experience altopic, basis on the foundation of science
proof, according to science research norm, camguthh experience summary and generalization,
and rise to the height of theories. The author awsep thesis and effectiveness analysis

according to the application of practices, pro@ss results.

1.4 The main research contents

The automobile manufacturers face the problem hmwptimize logistics system, in the
other words which to choose method to evaluateopadnce and efficiency of logistics system.
Especially sale logistics of automobile, the effetfinished vehicle logistics play an important
role for increasing customers’ satisfaction anduoly cost. A poor logistics system even can

ruin a good product.
Pass by "the well spray" type continuous develognmer2006 and 2005 for two years of
our country’s automobile market, China has becohgefourth manufacturing country in the

world, the third automobile market. No matter frpnoducing angle or consuming angle, China



is worthy of the name--the big automobile coun®But we still have shortcomings from the

automobile industry development angle, which are automobiles R&D and logistics. The

logistics performance has become internal factompitomote core competition of business
enterprise. The follow-up chapters will study hote tfinished vehicle logistics business
enterprise set up its own performance managemetérayand its mainly studies contents as
follows:

Study on the related performance evaluation theowich could be suit the finished
vehicle logistics business enterprise—on the bafsiketailed analysis of the related theories and
mode of business enterprise performance managensbofse the suitable performance
evaluation theories for the finished vehicle logstbusiness enterprise and also take the theories
into innovation, which is deployed as the theohasis for project.

The selection by various indicators and researcthemmain business frame of the finished
vehicle logistics business enterprise-- main bussinelassification of the finished vehicle
logistics business enterprise, and make definiind analysis of main performance indicator,
finally construct evaluation project.

NYK logistics (China) limited company performanceakiation system fulfillment

analysis-analysis by combining a concrete valichgpla deployed a comprehensive model.

2. Methodology

2.1 Related theories and mode of the business emgase performance management

2.1.1 Business enterprise performance manage system
2.1.1.1 Define of performance management
Performance managemerthe self-evident is the problem which resolves ¢b the

immaterial assets create the value, what it aims Bhowledge, technical ability and the human
resource management. Performance management sreedsienterprise typical human resource
management problem, and also is a organic corestpatrt of business enterprise Strategic
Management.

Performance measurement is the process of assegsomgyess toward achieving
predetermined goals. Performance management idifgiibn that process, adding the relevant
communication and action on the progress achiegathst these predetermined goals.

In network performance management, (a) a set aftioms that evaluate and report the behavior



of telecommunications equipment and the effectisera the network or network element and
(b) a set of various sub functions, such as gatfestatistical information, maintaining and
examining historical logs, determining system penfance under natural and artificial
conditions, and altering system modes of operation.

In organizational development (OD), performance barthought of as Actual Results vs
Desired Results. Any discrepancy, where Actualess|than Desired, could constitute the
performance improvement zone. Performance managesmenimprovement can be thought of
as a cycle:

Performance planning where goals and objectivesstablished

Performance coaching where a manager intervergiseadeedback and adjust performance

Performance appraisal where individual performaadermally documented and feedback
delivered

A performance problem is any gap between DesiredulRe and Actual Results.
Performance improvement is any effort targetedi@gimg the gap between Actual Results and
Desired Results.

Application Performance Management (APM) refersthe discipline within systems
management that focuses on monitoring and manatliegperformance and availability of
software applications. APM can be defined as workfand related IT tools deployed to detect,
diagnose, remedy and report on application perfoomaissues to ensure that application
performance meets or exceeds end-users’ and besgiexpectations.

Business performance management (BPM) is a setradepses that help businesses
discover efficient use of their business unitsaficial, human and material resources.

Operational performance management (OPM) focus ns ceeating methodical and
predictable ways to improve business results, dopeance, across organizations.

Simply put, performance management helps orgaoizstachieve their strategic goals.
Rather than discarding the data accessibility previ systems fostered, performance
management harnesses it to help ensure that amizagan's data works in service to
organizational goals to provide information thatually useful in achieving them, and focus
on the Operational Networking Processes betwedrpdréormance level.

What performance management emphasizes is theviiperto the process and by activity
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observation and valuation of various indicatorsthe process to promise the realization of
strategic target. It isn't based on the Managerhgi®bjective (MBO), but is based on the
Management-by-Fact (MBF). So the emergence of pedoce management makes business
enterprise strategies no longer the mission ofnmss enterprise decision layers, but become
mission of both CEO and each employee.

2.1.1.2 The performance management frame applied iogistics business enterprise
The performance management frame which is appbéehsively currently is mainly the

Indicator of the Key Performance (KPI), the balahseorecard and other methods, which are
particularly seldom deployed by domestic logisticsiness enterprise. The KPI essence is the
constitution of business enterprise performanceatdrs should be connected with the strategy
of business enterprise, "key" means at some stageuppermost problem that a business
enterprise should resolve strategically, which #hobe resolved by the performance

management system in designing.

2.1.1.3 Performance management and business enteige development
The development and growth of business enterpsisambodied by its performance, the

performance of business enterprise includes resmudt process, result is a basic pursuit of
business enterprise, but business enterprise bguarsue the result by controlling the process.

In the performance evaluation of many modern bgsirnterprises, performance contents
and performance undertaken relation are the aspecst decisive and hardest to solve. The
contents of performance means what kind of statesnlt and process the business enterprise
want to attain; the undertaker of performance meahs should undertake to complete the
performance of business enterprise. The performaraegement system of business enterprise
depends on four main factors as strategy, valuéemsysresponsibility system, management
structure.

The design of performance management system ohé&ssienterprise generally includes
several contents as follows:

eThe design of performance contents

eThe design of indicators

eThe norm of indicator design

eThe evaluation period design

e The evaluation relation design



ePerformance result realization system design

eEvaluation management system design

ePerformance feedback system design

Above-mentioned operation system of 8 aspects itotest an integrated performance
management and evaluation system which is suppditedstrategic system, management
structure, value system, responsibility allotmegstesm and so on. The strategic system
determine the key successful factor of the busieessrprise which is actually the performance
contents that the business enterprise wants ta@ursthe strategic implement process; The
value system of business enterprise mainly dedlteselationship between result and process.

The performance contents are confirmed by strateglyvalue system, the strategy of the
business enterprise decides the ultimate targetth@dbasic tactic to reach target that the
business enterprise pursue; the value system dettiderelationship between result and process
of business enterprise.

Designing undertaken relation of performance evaloais made certain by the
management structure and the responsibility allatregstem. For example, comparing a power
centralization company with a power decentralizattompany, the responsibility of subordinate
unit is different. The subordinate unit in powemitalization Company undertakes process
performance indicators, but the subordinate unipanver decentralized company undertakes
result performance indicators. In the same wayecsielg director from subordinate unit, the
different management structure request directorge hie different abilities of decision,
programming and leadership or the ability of impégrtnand operation.

2.1.1.4 The key foothold of building a performancanagement system

1st, the link of strategic system and performanemagement—which means performance
management system must serve strategic targee inusiness enterprise;

Pay attention to the match of every link as "perfance plan- performance feedback to
follow- the performance evaluation- salary reward"order to create the ecosystem chain of
performance management;

2nd, Business enterprise should enhance the tgastiength of performance management;
carry on the training of performance managemerthéoeach layer personnel. The objects of
training include human resource department, higmagars, intermediate managers, even
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common employees. The contents of training shawdtide principles and skills of performance
management at least, such as how to establisif@mpance plan; how to talk with subordinate
personal, how to give subordinate feedback; hoguide subordinate -only provide the training
of performance management for all levels of persgroould performance management system
implementing smoothly comes true.

3rd, Inspire consciousness of participation of daghr personnel.

According to survey result, participation of alléds managers and common personnel in
the performance management is not enough which dvonduce the discounted effect of
performance management. The business enterprisgdstitange former way, let the each level
personnel participate in every link, as participatestablishing and developing of performance
management system which could promote "performanoasciousness in the whole business
enterprise.

2.1.2 The important meaning of carrying on perfaroeamanagement

How to keep sustainable development of a businessise is the problem a business
enterprise concerned very much nowadays. Pradtio@ssthat the performance management is
the effective way which promotes the business pritgsr management's standardization, keep
the business enterprise quickly and healthily dgvelts significance lies in the following
aspects:

2.1.2.1 The performance management can carry apikg sustainable development of
business enterprise performance

Levinson (1976) pointed out the performance evanaystems have much shortage which
viewpoint is also got extensive understanding. ®beous weakness of performance evaluation
lie in: the judgment of the performance is usualpjective, the different governor assessments
can't be compared; The delay of feedback, whichemakployee feel frustrated because the
good performance did not get approved in time g@ryfor the judgment of shortage he or she
have long time ago. Practice shows, the effectiay wo raise performance is carrying on
performance management. Because the performancageraent is a kind of management idea
to raise performance of staff and potential enexfythe development team and individual that
could make the business enterprise continuouslyeeehsuccess, and also a strategic and

integrated management method.



2.1.2.2 Quality management

The  performance  management process can  strengthestal t quality
management(TQM).Because the performance manageraanprovide skill and tool of total
quality management for governor which make TQM Ibeean importance constitute part of
organization culture. The process of science desigrerformance management is the process to
pursue quality which could attain or exceed theeefgtion of inner part, exterior customer and
enable the staff to concentrate on quality target.

2.1.2.3 The organization structure

Most structure adjusts are respond to the sociah@uic conditions which are various,
such as decrease management layer, reduce scghalaitity, team work, effective performance
work system, strategic business organization, aizdimon, etc.. Manage idea and style will
change after organization structure adjustmenth @ give the employee more independent
powers, in order to satisfy the customer's demaher and better; Morely participate the
opportunity of management for employee to promabigrtdevotion in work and raise their
satisfaction from work; give the employee more sup@nd instruction to continuously raise
their responsibilities characteristic, etc.. But #ieses could come true by establishing
performance management system.

In a word, the meaning of successful performanceagament should make all employees
reach target and standard that the company expéldtede is more development space to pursue
better performance or maintain the present comditto good performance employee; for doing
not reach performance standard employee, supersisnrd talk personally with him or her to
draft improvement plan and measure which could nthieeemployee be able to attain the

standard as soon as possible.

2.2 The basic principle of KPI management

Key Performance Indication namely key accomplishmedicators, is the importation
which passes to the organization internal somegtape distance transport, the exportation
transport of the key parameter transport on carigiit, take a sample, compute, analysis, a kind
of target amount of type which measures proces®npeance turns management indicators, is
resolve the strategic target of business enterfoisean operate of the tool of prospect target be
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the foundation that business enterprise performamamages system. The KPI is the
accomplishment examination which is wide spreadia@lin the modern business enterprise
method.

Key Performance Indicators (KPI) is financial ansh#inancial metrics used to quantify
objectives to reflect strategic performance of aganization. KPIs are used in Business
Intelligence to assess the present state of thedassand to prescribe a course of action. The act
of monitoring KPIs in real-time is known as busmextivity monitoring. KPIs are frequently
used to "value" difficult to measure activities Buas the benefits of leadership development,
engagement, service, and satisfaction. KPIs ariealy tied to an organization's strategy (as
exemplified through techniques such as the BalaSoedecard).

2.2.1 The principle of KPI establishment

2.2.1.1 The target guide

KPI must be made certain by target of businesg e, section, job and so on.

2.2.1.2 Pay attention to product quality

The product quality is the core competition of Inesis enterprise which is hard to measure,
so that controlling establishment of product qyahdicators is very important.

2.2.1.3 Maneuverability

Key accomplishment indicators should promise th@eunserability of indicators from the
technigue and give explicit definition to each oator to build up perfect information collection
channels.

2.2.1.4 Control of input and output process

For establishing KPI indicators, the input and aotitgondition of process should be

top-priority and made together for point control.

2.2.2 The key point of establishing the KPI indarat

1st, the target of personal and section and thetegfic target of company should be
contacted. Consider problem with the idea of oVeialation.

2nd, the indicators should be stable, which metiisei business process was unchanged,
the item of key indicators should also unchangechanged a little.

3rd, the indicators should be able to control ataira
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4th, the key indicators should be concise and cehmrsive and easy to transport out, be
accepted and understood.

5th, definition to the key accomplishment indicatgshould be normal—establishing "KPI
indicators definition form" for each KPI indicator.

2.2.3 The difficulty of carrying on performance essment by deploying KPI

The point of the performance management is thagrgtloyees understand the request of
company for them, in the other word, what is thd KPthe section, while the supervisor also
understand the employees’ character, in ordelab different work and make different target
for different employee.

The performance assessment is a part of performasgessment circulation which have
two purposes as performance improvement and valakiaion. By the assessment evaluation
of employ from supervisor is not only the feedbaflemployee's work performance, and also
the embodiment of the supervisor's managemenBacuse the target of the supervisor and the
target of the employee are consistent, and the@apls result is also the supervisor's result, the
supervisor continuously communicates and guide wmtériority in the process of work and
continuously record the employee's work data or fasis, which is even more important than
assessment itself.

The point of value evaluation is equity, becauseackvhs linked with the employee's
benefits directly. This kind of assessment requesturate evaluation of supervisor, same
measure for the same kind personnel strictly, beeaveating value period of this kind position
is short, their activities’ results embody quicllyd the standard is also explicit and the repeated
work is much.

There is a kind of method unifying performance ioy@ment and value evaluation, which
is durative improvement of emphasizing performaimcdaily assessment, but human resource
department establish unify evaluation standardiferwhole business enterprise when evaluation
need to be carried on. Therefore, the result ofuatian will be fair; on the other hand, the
employee's performance improves high level, em@ogeuld acquire more reward and
approbation with outstanding work. The KPI is aibagst for evaluation of the employee's
performance improvement and result which could iew direction, data and fact of evaluation
basis.
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2.3 The present condition analysis of the KPI

2.3.1 Local present condition

China business enterprise performance managemstens\still is placed in an entry-level

stage, concrete performance is:

1st, Most of the business enterprises have not gindknowledge of performance

management.

From the purpose of the performance managementurostance of dissimilarity

understanding of business enterprises

as followad:f

Table 2.3.1.1 the purpose of the performance maneage

The business enterprise knows

main purpose of performance

the
The ratio of total

investigate

o

companies
management
Salary and performance knot put
75.9%
together
Assure the performance target |of
28.90%
each employee
The change of the organization
19.30%

culture of business enterprise

From the aspect of design the performance manadesysiem, the condition of staff

participation as followed form:

Table 2.3.1.2 the aspect of design the performaramgagement system

the stratum which establish

D

bs  The ratio of total

investigate

o

performance management system companies
Intermediate managers 59.30%
General employees 16.50%

From the aspect of the main function of the perfamoe evaluation system as follows:

Table 2.3.1.3 the aspect of the main function efglrformance evaluation system

The aspect of the function

Df The degree of fumctio
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performance management system

Deliver a company’s strategy

Have little function

Promote employee’

accomplishment

[92)

Have little function

The above investigation has shown that, no matten fthe purpose of the performance

management, or From the aspect of design the peafoze management system, or From the

aspect of the main function of the performance wtadn system, the domestic companies are

lagging behind with the position of the performant@hagement.

2nd, the performance management system is noftfigdailn most companies, and a lot of

places need to be improved:

Table 2.3.1.4 the unqualified performance managésyatem

Have no formal, the writing form The ratio of total investigated
performance plan companies

Top managers 46.78%

Medium managers 40%

Common staff 53.10%

Have no formal writing form of The ratio of total investigated
training development plan companies

Top managers 73.11%

Medium managers 71.08%

Another investigation shows:

Table 2.3.1.4 another investigation shows the uliftecaperformance management system

Main performance aspects

The ratio of total

companies

investigate

d

The manager  establish t
performance management system,
employees only participate formally, b

don't have real function

ne
the

ut

46.40%
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Although there is performance
investigation committee, produce npo 19.40%

result

Have no performance investigation
15.70%
committee, but plan to establish

Have no the performance
investigation committee, also have jnho 44.70%

establishment plan

No training of the performange
63.50%
management on any top managers

No training of the performange
61.7%

192)

management on any medium manager

All the above data has shown that the HR systentwfestic companies are not perfect, a
lot of mistakes may happen in the implement pradégsdomestics companies should try hard
to perfect the currently existing system.

3 rd, the satisfaction of the most companies fofgogance management is not high.

Table 2.3.1.5 the dissatisfaction of the most camgs
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Satisfaction Isn't
General Very dissatisfied
Performance satisfaction very
management ite
Performance
plan of
45.50% 17.3% 10.4%
establish/target
enactment
The process
that the
49.50% 21.7% 9.4%
performance
investigate
The method
that the
46.30% 16.4% 8%
performance
investigate
The
performance
36.90% 24.8% 12.8%
investigate a resu
of usage
The
implement  effect
that the 45.20% 25.4% 13.1%
performance

investigate
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All the above data have shown that most of the dtimeompanies are not satisfied with
the current performance management. The domestigp@oies should analyze the reasons
which cause the current situation and adopt thectife methods to improve the total
satisfaction of the performance management system.

4th, the business enterprise development directodn establishment performance
management system in China

(1) Attach importance to performance managemem tige strategic height

First, the senior managers should attach importaacperformance management, they
could not do performance management as normalatgas of human resource department but
should consider how to promote the whole perforradagel by performance management from
the strategic aspect to achieve strategic targedwipany.

Secondly, all levels managers and employees shcohlmhge the understanding of
performance management. The performance managesnargood management tool which is
exploited by human resource department to impra@réopmance level of operation department
and employees. They should deploy performance nesnegt by proper attitude instant of
unbending even rejecting attitude.
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Thirdly, human resource department should undedstdoe development strategy of
company first at the time of designing performan@magement system, then from the company
development strategy consider how to made userédrmp@ance management to push to achieve
the company strategic target. In the implementingc@ss of the performance management,
should even consider how to let the performance ag@ncontribute efforts to implement
company strategic target better every moment.

At last the business enterprise should consider towromote accomplishment of the
company and the sections even and all levels managd employees when design performance
management system, but shouldn't only stay aroame kind of prize, promotion and so on.

(2)By dint of “outside brain”, the fast establisrmhef the science management system

Greatly part of foreign business enterprises haveady had a mature performance
management system, so that the local businesspesteicompletely could draw lessons from
experience of foreign business enterprise by emmose consultation organizations and
consultants which built up the performance managersgstem for other companies, which is
called “outside brain”. By dint of “outside braibmpany could built up relative science and
canonical performance management system quickly.

2.3.2 The present condition of the finished vehiatgstics

The advanced company has already escaped fromttdrepart of limited logistics section,
could measure logistics performance method by amaimply function indicators. They stand
on the angle of the whole company and the suppsincko establish and dispose logistics
strategy and supervisor the allocation of logistesource by measurement of accomplishment
of channels alliance and control of logistics perfance. The performance management of
logistics business enterprise in China has muchleno as weak target, little feedback, no prize
and punishment management basically and so on.

The logistics business enterprise has strong an@éatoidea of mission and organization
structure, but high on to make use of control djp@naand finance to control and coordinate
performance more, and depend on value claim mogadourage employee.

So the business enterprise usually highly dependadeocating some kinds of values as
"become industry leader”, "business enterpriseltgyand so on, which represent formally as
hanging photos of leaders and slogan, singing tithkeen of company and so on to create
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atmosphere to encourage employee, but seldom tsegt performance management system
used usually by advanced business enterprise.

The ability of management and strict degree indéeeloping logistics business enterprise
in China is obviously not good, particularly in leoking aspects: The enactment of target,
provide an explicit performance management feedbgiek prize or punishment to excellent or
inferior accomplishment, they depend on manageroentrol and value to encourage, lack of
personnel about finance and management, seldonoydéptentive mechanism and develop
opportunity to attract and reserve excellent emgdoy

The automobile logistics company in China mainlg faur kinds of forms:

One is private enterprise changed from the tragiiidransport and warehouse business
enterprise;

Two is state or joint-stock enterprise separatethfthe automobile manufacture enterprise;

Three is overseas-funded enterprises accompantbdapid growth of automobile market;

Four is Chinese and Foreign joint-stock automolaitgstics business enterprise. Although
some logistics business enterprises which havegiomeapital absorbed some excellent advance
management idea, but the management foundatiorajurity business enterprises are weak as
poor information-based, weak target of performamemagement, little feedback, have no prize
and punishment management basically, make useotaftoperation and finance to control and
coordinate performance, and depend on value claome o encourage employees. Along with
the global economics, automobile industry is irelwith international economy quickly, the
most automobile logistics business enterprise im&heed to improve management mode and
incentive system, fetch in and establish advanadoqeance assessment system which is

imperative under the situation.

3. KPI management project design

3.1 main business frame

3.1.1 The business analysis of the finished veigestics warehouse

The warehouse is the central point of the finisthelticle logistics system of the automobile
manufacturing industry which stores the various dpats constantly and continuously
transported from every place, then send out to eeidil and customer, which is divided into
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several type according to business contents asifsl|

Reserve type: Reserves for the purpose such dsgitraupplies reserve, season supplies
reserve, prepare against want supplies reserveianudate to regulate storage etc..

Gather to distribution type: Take organizing sugplio gather to distribute with as a main
purpose, which could be divided into little spec@sount-large quantity distribution and many
species-little batch quantity distribution. Thisn#ti of warehouse once was designed and
constructed completely, which would be rebuiltdtiner purpose hardly and flexible badly.

Transit cargo type: this kind of warehouse takendfer supply for main purpose, the
function of transfer is like little pieces-largeaqity distribution type and the function of reserv
is like reserve type, which is one of the main nieadé the finished vehicle warehouse.

Transport type: Mainly as transfer center, takéitig up with different transport tools,
which is also one of the main forms of the finisivetiicle warehouse.

Processing type: Take circulation processing ashm purpose, this kind of warehouse
compared with general factory contains more stofagiities. General processing warehouse is
to gather processing plant and warehouse two laohélsnction.

Otherwise, business flow changed much receatsy which cause the warehouse
development become a new trend as the rise oflatexi warehouse, circulate warehouse is
regarded by people day by day because of rapidn&mnp Generally speaking circulate
warehouse have characteristics as follow:

Its position is placed in Social circulation.

Its property is be engaged in medium storage oplsgwhich take quickly delivering as a
premise.

Have warehouse function and transport function.

Apply intelligence report handles system as autamtdlegram typewriter, computer
system (as print of the finished vehicle wareh@ystem) etc.

Adopt modern handling and custody mechanism asgydsth system etc.

Have facilities for camion discrepancy convenierdlyd dispensation vehicle instruction
etc., in the aspect of operation could undertakensént of camion to integrated whole to turn.

The operations as goods packing, product classdita packing etc., can meet the
requirements, correspond of carrying on.
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Circulate the warehouse is the main form of thesliead vehicle logistics warehouse
business.

In the logistics system, the storage makes an itaporole. In the other words, storage is
the link of manufacture and distribution, like bawkich could regulate river flow, undertake
regulate function of two kinds of activities, playcrucial role in whether business enterprise
logistics carry on smoothly. And the functions oarehouse also improve along with the
development of logistics technology.

3.1.2 Distribution business analysis

The finished vehicle distribution is divided intanld-carriage, water-carriage and
rail-carriage. The Ro-Ro logistics technique is@dd widely recent years which is a kind of
transport method that make use of the charactdrfiiahed vehicle could move itself and
combine the other transport methods. Its operatiode mainly has:

Car-carrier mode: The carrier is trailer which isrenthan 10 meters long and could carry
six to twelve sets automobiles by land. The openatf this mode is driving automobile onto
trailer and placing in two layers or alongside ineolayer (for miniature automobile). The
characteristic of this mode is quick speed andblexquantity accommodate.

Container mode: This mode is basically similar withr carrier mode, just drive
automobiles into container, which is used to transpy sea.

Ro-Ro mode: This is the most economic transporhotetWhen Ro-Ro ship docked at the
pier, stretch out bridge plank, the automobile dadirectly go aboard, then put on layer and
position. The characteristics are convenience sémniarge quantity, low cost and so on. This
kind of mode has already got an extensive usagertily in ocean, coastal, and Yangtze River
transportation.

Train mode: The operation of this mode is drivingoanobiles in customized rail containers,
the train generally adopts wholly mode to circulatee whole capacity is considerable, have
scale economy, and transship time is less thamipy s

Each finished vehicle carrier carry on “door-to-dgervice” in the process of delivering in
China. Carrier is responsible for the whole tramspoocess of finished vehicles as receiving
finished vehicles from manufactures and deliveriingm to the appointed sale transfer
warehouse or receipt company. The service contemikides checkout and acceptance,
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warehouse, packing, delivery and handover...ett.umdertake all risks of the safe quality in the

finished vehicle transport process.

3.2 The principle of choosing evaluation indicators

3.2.1. Take the strategy-oriented as the principle

If performance assessments do not insist strateggted, it will be very difficult assurance
the performance assessment support company straHggtively. The guidelines of the
performance assessment is achieved by performandeaiors, whether performance
assessments could achieve strategy-oriented dependhe design of strategy-oriented
performance indicators.

This means that firstly as the indicators of meagueach post work performance, the
measurement concern embodied by the key performadumtors depend on the strategic target
of company. When the key performance indicatorsttutes an effective constitute or support
system of the company strategic target, the resipititysof measured post should be related to
achieve strategic target of company.

The KPI comes from the decomposition toward the gamy strategic target, its second
layer meaning is that KPI could make company sfratéarget further thin and development.
The company strategic target is long-term, instometl, general, but the key performance
indicators contents of each post are abundantdfife@ post, with a view to the work
performance assessment and measurable. Therdferkey performance indicators exhume the
concrete factor of the real drive company stratégiget and embodied the company's strategy
requests to each post work performance.

The last meaning lie in that the key performancdiceators adjust along with the
development of company strategic target. When tiet of company's strategy transfers, should
the key performance indicators be revised to reflee new contents of company strategy.

3.2.2 Take basic on work analysis as principle

The work analysis is the foundation of the wholenan resource management, which is the
foundation of designing performance assessmentatalis basis. According to assessment target,
it investigate and analysis the contents, propeftthe work and the conditions for completing
these work etc. of different post, in order to wstend the expected target and the adopted work

21



method for the different post and confirm eachdacof performance assessment primarily.

3.2.3 The principle of carrying through compreheasiusiness process

Many companies applied strategy-oriented and indisadesign method basis on work
analysis, but some of which neglected a very ingrdrprocess as design assessment indicators
basis on comprehensive workflow. The performansessnents indicators should be held from
the process. According to the different role, resloility and relationship with upstream and
downstream of assessed object, certain the perfaren@rget of measured work. In addition, if

process has problem, it also should optimize aotyemize the process.

3.3 The constitution of KPI assessment

According to the organization setting of the logst business enterprise in China,
orientation of logistics organization, the bestqti@ of advanced logistics company, the author
combines above theories analysis and carry on ahstitution of the whole KPI assessment
project. The constitution of KPIl assessment ptojgeca systematic project, which involves
disassembly of business enterprise strategic targealysis of main business process,
establishment of section KPI indicators, the analgé every job function and the establishment
of performance target etc.

3.3.1 The characteristics of KPI indicators

To set up the KPI assessment project, it shouldldisy performance indicators from each
business unit of business enterprise firstly, thg gerformance indicators is the measurement
indicators used for measure staff member work peroce, which is important part of
performance plan. It has following characteristics:

1st, The disassembly from company strategy target

This means that firstly as the indicators of meagureach job performance, the
measurement content embodied by the key performamieators depends on the strategic
target of company. When the key performance indisatonstitute an effective part or support
system of the company strategic target, the resipiitysof measured job should be related to
achieve strategic target of company.

The KPI comes from the decomposition of the compsingtegic target, its second layer
meaning is that KPI could make company strategigetafurther detailed and developed. The

22



company strategic target is long-term, instructipganeral, but the key performance indicators
contents of each job are abundant, fixed for jobitéd to the work performance assessment and
measurable. Therefore, the key performance indisa®hume the concrete factors of the real
driving strategic target and embodied the comparsytategy requirement on each job
performance.

The last meaning lie in that the key performancdicators adjust along with the
development of company strategic target. When thphasis of company's strategy transfers,
should the key performance indicators be revisedeftect the new contents of company
strategy.

2nd, The key performance indicators measure thetralted part of performance
constitution

The performance of business enterprise managenuoéinityais the result of composite
effect of internal and external factors, in whiahternal factor is the part controlled and
influenced by each employee and measured by KRIsK®uld reflect direct controlled effect of
employee’s job and get rid of other influence oWimmnment or others. For example, sale
quantity and market share are the standards ofurerasnt of market exploitation ability, in
which the sale quantity equates total market scal#iply market share, in which total market
scale is uncontrolled variable. In this kind of easomparing two multipliers, market share
embodies more importantly the core content of jeldggmance, and is more suitable for being a
key performance indicator.

3rd, The KPI is the measurement of key managemetntity, but not reflection of all
operation process.

The content of each job involves different aspeitis,work mission of senior managers is
more complicate, but KPI only measures the workcWiplays a crucial role influence on the
holistic strategic target of company and achiewtrgtegic target.

4th, KPI should be recognized by superiors andadinates in the organization

KPI is not forced from superior and also not maglgobrson on the job, which should be
designed by superiors and sub-ordinates togettecamsistent with opinions of both parties. It
is not tool for oppression, but the common undeditey of job performance request for related
personnel in organization.
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KPI contribute to many aspects as follows:

eAccording to organizational development programifiarget plan, to make the
personal/departmental performance indicators. Momperation process related to performance
target

eDiscover potential problems which need to be imptbin time and feed backed to related
section/personal.

eThe KPI output is the foundation and basis of penknce evaluation.
After the company, section and even job definectear KPI system, it could link the targets of
company, section and personnel.

For governors, the phased evaluation and contrthefection/personal KPI output could
lead correct target development;

Concentrated measure the behavior needed by company

guantitatively and qualitatively make evaluatiordigect and indirect profits source.

3.3.2 The basic method of the design of the kefopmance indicators

The usual methods are "fish bone figure" analysshod and "nine blank figure" analysis
method currently, which could help us seize andesoiain problem.

The main step of "fish bone figure" analysis:
1st, Identify the emphasis of personal/section ress and the factors influence company
businesses

2nd, Identify business norm. Define the succesk&y factors and the tactic need by
business.

3rd, Identify key performance indicators, judgeuattfactor whether an performance
standard attain. Disassemble the KPI to every lefedompany step by step to identify key
performance of ever section and job quantitatiaelgt qualitatively.

The job KPI measures the responsibility of the eygé in this job which embodies the
contribution of the employee to company and section

3.3.3 The KPI indicators system establishment m®ce

The selection of KPI indicators to attain assentpbtrategy target vertically, horizontally
combining business process in each level is noy edf&ir. The pick-up process of KPI
indicators explained as following form:
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Figure 3.3.3.1 The KPI indicators pick-up process

. «—
Strategic target

ofcompany |

4+

KPlof | ..

company - 5

4+

KPI of sections
(KPI of
managers

Job scope

Sub-target — 5 | KPlofsectionA

Sub-target <«— | KPlofsectionB

Sub-target <«— | KPlofsection K

KPI of employee A
KPI of employee B

A

v

KPI1 of employee X

1st, Disassemble strategy target of business eigermnalysis and establish contact of

each subdivision target and main business process

The total strategy target of business enterprisallys can be disassembled to several

support temperament target which need some kingdastipf main business processes to some

extent. Therefore, on this link it's necessarydmplete the following work:

(1) Senior level of business enterprise establisategyyy target (by using the fish bone

figure)

(2) Business enterprise medium level strategy tadigassemble the strategic goal into

main support temperament target (can use the tisk bBgure)

(3) Establish connection of the main business poemd the support temperament target of

business enterprise.

Figure 3.3.3.2 strategy targets disassembly thebiose
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2nd, ldentify each support target of the busineesgss

After confirming the support business process @hestrategic subdivision target, it need
further confirmation of the total target of procdtself based on reaching support strategic
subdivision target, and using nine blank figurdéuxeher confirm detailed disassembled contents
of total target in different dimension.

Table 3.3.3.1: Confirm process target example

The
dimens utility of The layout of The customer
process et traffic logistics network | needs
equipment
Empty
driving rate,
The The  quality
Meet the quality heavy driving
reasonability of the management
and service requirementate
knots of the The safe, fast
with low cost The

logistics network | delivery

deployment of

trucks
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The
The high The high
The organizational degree of the
customer customer
process target customer
satisfaction satisfaction

satisfaction

3rd, Identify the connection of each business me@ad each working function section

By establishing the connection of process and whnkction, further establish the
connection of process and work function in the mitevel to establish the connection of
strategic target and KPIs of sections.

Table 3.3.3.2 Confirm the connection of businese@ss and the working function section

Finan
Operation Customer
ce
department service department
department
Monitor  the
traffic in the
halfway
Attain the
Organ Provide the

resource according to .
ize the| cooperative

The finished vehicle the manufacturingj
capital, information for the

distribution design the plan

Pay | driver

organization;  deploy

the freight Provide the
the traffic
tracking

information for the

customer

4th, The pick-up of section class KPI
In this link it selects sectional KPIs from the oestion of process and section
responsibility established in above-mentioned link.

Table 3.3.3.3 The selection of section class KRhgxe
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KPl  dimensional

indicatqr
Evaluated Evaluated Evaluated
objective target result
Performan
variable dimension
Efficiency The
Rate of
time management finished vehicle
on-time arrival
department traffic
Investment
Cost decrease
department
Rate of
Manufacturi

Production| manufacturing cost
ng department

cost process Rate of
Quiality
quality Product satisfied quality
department
and service Rate of
Customer
customer
service
satisfaction
department
Capacity
Sale Sale income
amount management
process Total income
department

5th, The unify of target, process, working functigb target

According to section KPI, business process and gabh establish the unification of
business enterprise target, process, working fon@nd job. Some logistics company operation
department work target (KPI): ensure quality, easquantity, and ensure superior-quality
completion of the whole car distributing missiorogess: manufacturing factory give out the
order of distributing cars logistics company traffic department organizes dhgers, lift car
and check car~ assign car distribution mission organization car distributier en route
management->hand over car be over

The first post- duty: Receive plan, organize disver lift car, do procedure, cent car;
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The first job target: put forward request plan tiyndift car in time, carry on the procedure
accurately in time, subcontract car transportafanty, no claim.

The second job duty: Organize car distribution,ricamn en route management, be
responsible for all accidents en route, coorditiaecar transfer.;

The second job target: Carry on well-timed en rougagement, no claim during handing

over a car.

3.4 The selection and assessment contents of tfe@mpance indicators

According to our country the organization of thgitics business enterprise constitution,
logistics organization fixed position, and abroagdistics company of the best practice, logistics
performance of management had better is establishiméaking logistics ability as core, with
the supply chain cost and end customer's satisfacfiintelligent sex analysis is foundation, the
company assessment at the performance of logiséicBon. Concrete of measure system can
from three parts constitute: The supply chain liggsability assessment and the company
logistics performance assessment and the logsticson performance assessment.

1st, mercantile rate of return: the efficiency loé asset’s profitability, reflecting the speed
of the cost recovery. It equals to the profit attex tax divided by the debt and equity.

2nd, the profit growth rate: it reflects the lewdl profitability, which equals to the total
profit divided by the total income.

3rd, the income growth rate per activity: it refiethe level of profitability

4th, the cost decrease rate of per activity: iec$ the cost control capacity.

5th, the cost decrease rate of total cost: it cefléhe cost control capacity.

6th, the rate of the receivables recovery: it #iéhe income management capacity

7th, the growth rate of the total income: it reftethe income management capacity

8th, the rate of on-time arrival: it is the guasbf the fluent material flow, reflecting the
traffic quality, easy for the logistics company dptimize the deployment, and increase the
timeliness of the transportation

The rate of on-time arrival=the times of on-time\al/the total times of arrival

9th, the utility of miles: it reflects the heavyald and empty-load of the trucks, which can
be used to measure the traffic deployment, to ptertiee logistics staff to adopt the effective
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countermeasures to reduce the empty load to iretbasvehicle utility.

The utility of miles: the miles of heavy load/tlatal miles

10th, the utility of the traffic capacity: the aaturaffic volume/ the total traffic capacity in
some period

11th, the rate of accident: it reflects the rataha accident happens in the transportation
process.

The rate of accident: the times of the acciderdgibkal transportation times

12th, the rate of intact cargo: it is the basidaatbr for the warehousing service, reflecting
the quality of the warehouse.

The rate of intact cargo=1-the cargo loss in soemeg/the average inventory at the same
time

13th, the rate of accurate delivery: it reflectthg possibility of receiving the right cargo in
some period

The rate of accurate throughput=(the total throwghpr some period-the wrong
throughput)/ the total throughput in same period

14th, the rate of on-time throughput=it reflects ttmeliness of the cargo delivery.

The rate of on-time throughput=1-the unpunctuadtlghput/the total throughput

15th, the inventory velocity: it is the comprehemrsindicator to measure the inventory
procurement, the inventory custody and inventordgssawhich is the ratio of inventory sale
divided by the average inventory in custody atdhme period.

16th, the availability of the inventory: it reflacthe capacity of the inventory to meet the
customers’ needs, when the needs exceed the aljijathortage will occur.

17th, the time for order processing: t is the tinoen the order given out from the customer
to the cargo received by the customer.

18th, the order tracking: the capacity to trackdbedition of the cargo

19th, the rate of order completion: the ratio af ttumber of completed orders divided by
the total number of orders

20th, the rate of customer complain: the ratiarags of the customer complains divided by
the total times of service

21th, the time of processing the complaint:ttivee of investigating the complaint, adopting
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the remedial measure and meeting the customerdsnee

22th, the growth rate of the traffic volume: itlests the capacity of exploiting the market,
increase the market share.

23th, the growth rate of the contract amount:fieas the freight increasing speed

24th, the profitability per staff: the total prdfthe total staff number

25th, the staff satisfactory level: the satisfattio aspects, like: career promotion, training,
income

26th, the coverage of the training: it reflects igor of the training by HR department

4. KPI management application and evaluation for NYK

4.1 The general situation of the company

NYK logistics limited company of China was estabéd in 2000, through hard work of
more than ten years, it already has developed mprahensive sex business enterprise group
which has the ability of the whole car logisticogmramming, the whole car conveyance, and
warehouse and logistics information system. Grougdsster capital is USD 19,540,000. In the
whole country, it establishes 8 subsidiaries, 18thas, and the employee number is more than
1000 people.

For more than ten years, NYK logistics limited canp in China develops quickly but
steadily, especially in new century, comprehendiusiness volume continuously grows for
three years with yearly 50% speed, is one of gusickgowth whole car logistics business
enterprises of China.

Facing the arrival of ages of integral world ecoyaand network economy, NYK logistics
China limited company strengthens its core carshiogg business; in the meantime, it is
expanding other business realms, gradually becotopgrade 3P logistics supplier with ability
to provide comprehensive logistics solution.

Through more than ten years of profession operahidfK logistics China limited company
has already established conveyance network spigadlirover whole country, which based in
East China, radiating the integral whole car lagsstconveyance network system of whole
country.

NYK logistics China the limited company carried organization restructuring in 2006,
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which integrates three major business into thrgadments, make the group company become a
decision, investment center; The departments beqmmo#t centers; the manufacturing units
become production centers; responsibility, powet banefit are left manufacturing units; the
management and operation are separated; which makefacturing units full of managerial
independence power. In the meantime it establigtildperformance management system with
encouragement mechanism to exaltation the empkyeetking aggression. The contents
underneath is beginning from the NYK logistics Ghiimited company main business process,
detailed introducing KPI performance managementesysestablishment and application of

evaluation.

4.2 The main business process

The whole carload carriage is one of the main assas of NYK logistics, which is a
bridge of link manufacturing and sales, provideesalesource for division market, buffer the
conflict between market demand and manufacturingaciéy. This article will introduce main
function of the business and main business lingsetarload physical distribution from carload
in the factory to log out to start to carload arrgvat distributor, take carload shifting as caadlin
line.

4.2.1 The finished vehicle enter VDC

Before the finished vehicles leave the factory, the should be checked by the quality
department. These checking activities include the external painting, internal decoration,
electronic equipment and machine condition. After tar finish all these checking, the car will
be sent to car distribution zone. The process afl@bar receiving is completed.

4.2.2 The constitution and implement of dispatamnpl

The car conveyance order comes from the plan osdtes department; however, the plan
of the sales department comes from the demand eofrebional distributers. So the central
mission of the car distribution is to meet the dedhaf the regional distributers at the right time
with the right quality and quantity. Firstly, the YK logistics center will decide the
transportation mode according to the cargo packagédfic volume, destination, cost and
transportation capacity. Secondly, organize thaspartation resource to transfer the finished
vehicle in the car distribution zone. Thirdly, tipeeparatory work will be done before the
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distribution, like: cleaning, washing, packaginglamsurance.

The haulage is the predominant driving mode, whaxttupies 70%-80% of total
transportation quantity. In order to assure theliyuaf carload in the transport course, it
requires the seal and binding of the double lagerktshould use the uniform standard which is
determined by quality department and NYK logistics.

The railway transportation is similar with the regg in the working process; and the seal
and binding of the rail carriage tier truck is cstent with the haulage.

The multimodal transportation of land and watesinsmportant transportation mode which
NYK logistics made a lot effort. The double layardks carry the finished vehicles to the port,
then these finished vehicles will be loaded inte Bo-Ro ship. After the ship arrives at the
destination port, the finished vehicles will betdizuted by double layer trucks

To reinforce supervision of vehicle transport ie thay, NYK enforces satellite supervision
to each double layer truck, which is also calledS&ystem. By terminal, we can supervise and
control the position of the cars at any time, tharsd NYK effectively strengthen the
transportation management of the double layer suck

4.2.3 The management of redistribution warehouse

NYK has 5 redistribution warehouses, which haveady 30,000 car inventory ability.
After the finished vehicles arrive at the redigitibn warehouse, the staff will check the car, if
any problems happen, it will be noted. After theeat the car will be handed over to the
redistribution warehouse and this will be record#d the computer.

The distributer receives the car from the redistidn warehouse, which should be
authorized from the automakers. The staff in tlistabution warehouse should check the car
comprehensively, and then the car will be handesdt twthe distributer. This transaction will be
recorded into the computer.

4.2.4 The maintenance of finished vehicles in warehse

According to the agreement with the automakers,jriientory car in the warehouses will
be responsible for the maintenance and care oftahe Every month, the warehouse staff will
check the car, including: the battery, tier, paérigine and so on. The monthly care report will

be sent to the quality department of the automakers
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Step 1: define the prospect define the prospect

1l

choose the strategy

Ll

Step 2: choose the strategy

" Define the competitive
Step3: what are the competitive advantages? P
advantages?
Step 4: what are to be evaluated? Dine the KPI
Step 5: how to evaluate the KPI? evaluate
Step 6: what should be done to achieve the target? Make the action plan
Step 7: how to maintain and improve? Implement

4.3 The selection and optimization of KPI

Before the selection of KPI, it's important to knawere the company is going. Make a
proper strategy, which will bring the company tattharget. We should define the factors of
success, but this doesn’'t mean we should do wedlvary aspect. The KPI is that we should
focus on the important things, how we are doingwhan we achieve the goal? How do we
manage the KPI1? What kind of the report do we need?

Figure 4.3.1 KPI indicator selection process

The figure above demonstrates the breakdown oftita¢egy prospect of a very common
company, combining workflow and job responsibilitycome to define the KPI of company,
department and the employees.

Figure 4.3.2 company strategy targets resolve skatp
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Prospect:
We will occupy the market Where is the
N J future ?

Strategy:-low cost, high efficiency and
quality, invest in the new technology

How to realize

- J

| | | |
[Finance} [Custom% [Process} [MarketingI Staff }

-the right

-profit - on time -attitude Key success
. technology -new produc
cost delivery , -competency factors
The process Innovation
The customer i
. . oriented
satisfaction l
Service level  _quality cost -Ne€W sample  _knowledge indicators
Cost of Rate of -circle ime ~ humber -attitude
product Delivery on -new idea
time per week
Duty and action plan Action plan

According to the characteristics and workflow ot tiwhole car logistics, we analyze
strategy target to divide KPI into as follows salaypes :

Table 4.3.1 the concrete classification form of KPI

department target KPI
finance asset profitability mercantile rate of return
profit level the profit increase rate
the income growth rate per activity
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cost control the cost decrease rate of per activity

the cost decrease rate of total cost

income management the rate of realized receivables

the growth rate of the income

operation deployment management the rate of on-time arrival

the utility of miles

the utility of the traffic

risk management the rate of accident

the rate of safe cargo

the rate of accurate of delivery

(distribution
warehousing

process management the rate of on-time delivery
customer :
service the rate of on-time documents
the availability of the inventory
customer SeI’Vice management the rate Of Order Comp|et|on
the rate of customer complain
market market share the increase rate of the traffic volume
the increase rate of the contract volume
HR staff efficiency the profit per staff
staff encouragement the satisfaction level of staff
staff training the coverage of the training

According to the choice principle of KPI and enaeitinof work target, we can more
integrally investigate work. Then we carry on sigyio the KPI according to the job duty and
the work essence. Underneath with logistics departngeneral manager for example come
concrete elucidation of the whole process.

Figure 4.3.3 selecting and optimizing the KPI atlepb
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Finance
. The return on the

Job: manager of the logistics investment
department . Cash flow

. Profit before tax
Operation / Finance:

) \ Sale income . Rate of return on the

duty: control the profit . Rate of new customer investment

- . Rate of empt . Free cash flow
and efficiency, and . Pty .
. driving . Profit before tax
train the core .
competenc . Market share Operation
P y . Rate of completion . Rate of new customer

. Sale cost . Rate of assets10%

the emphasis . Management cost . Rate of inventory
. Cash circle time circle

1. by enhanced market . . o

. . Receivable circle Organization
plan, design  the . .
L . time . Profit per person
logistics/warehousing . .
lavout . Inventory circle time . Management cost per
yout. Ce person
2. increase the o .
. Organization The target of job
customer size, enlarge
. . Income per person . The customer
the business scope Profit per person satisfaction
3. establish the brand, ' Perp
. . Management cost per

maintain  the sale person

income. solid the .
The target of job \
. The customer
satisfaction

4.4 KPI application effect analysis and evaluation

With the increase of levels of business enterpnieen management consciousness and
science management day by day, governors begimderstand importance of performance
management at improving business enterprise mareageraccomplishment, developing

excellent employee's troops, molding the competitere advantage of the business enterprise
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etc. However, after NYK logistics limited companf ©hina begins to promote performance
management, it just detects many crux, feel therd t@aresolve, through one-year’s operation
and several powerful adjustment, currently, perfomoe management basically comes to an
expected target.

4.4.1 General situation of NYK logistics limited conpany results in China

NYK logistics limited company in China is mediunesibusiness enterprise, before 2005, it
established human resource department, financetdepd, operation management Dept (which
has traffic section, warehousing section and custoservice section), market department,
comprehensive management Dept. five major sectlmas,more than 600 persons of employee.
Usually the company carried on democratic measunetoereview the employees at the end of
year, and review results are related to employeesh. Because of review tool is too simple, the
function did not actually have differentiated th@od and the bad. In the end of year, the prize
allotment would be balanced by management laydrusiness enterprise; the average doctrine
atmosphere was very strong.

Key figures of business enterprise have fully usttexd former management style already
severely limit development of business enterpris@. decision matching company’s strategy
transformation and organization adjustment, atroegg of year 2006, it started promoting an
new management style in the business enterprisenguwhich performance management is a
key. However, along with expansion of the new managnt style in the business enterprise, key
figures of business enterprise and the human resauanagement Dept. detected he following
tough and hard nut around performance management:

1*, Enactment of norm investigation project. In teent of the performance management of
certain department, the review plan should haveidezl target, norm and relative weight, etc.,
but the actual application effect usually was motgeod. In the terms of target, the problems
majorly embody as oneness of target content, tled&foresight, ignorance of other important
sources, lack of communication and lack of intggutt evaluating the importance of the target,
it lacks the internal communication so that it @m$ much subjective deviation.

2" The performance investigation is unsatisfied. K&y of performance management is to
want to distinct the good and the bad by investgatbut the actual operation result of business
enterprise is opposite. In investigation, someigedbtave occurs almost all employees to gain
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excellent results, which is the result of mutuab&to while those colleagues carrying on real
earnest evaluation will be treated more bad. Sd sogestigation caused very big mental
unbalance between the sections and the employdes, lawered credit and effect of

investigation.

3 The performance management system can hardly oetegral effect. For the view of
operation condition of performance management sydtigere are typical 4 disjoints: the disjoint
between department investigation and staff invasbg, which means that the staff
investigation is not based on the department iny&sbn and the department investigation will
have no effect on the staff investigation; the alidj between target evaluation and essence
evaluation, which means that the evaluation onsth# is too much result-oriented and ignores
the objective evaluation on the staff's activitiyetdisjoint between quarterly (yearly) evaluation
and daily evaluation, which means that the quarigearly) evaluation is not based on the daily
evaluation, which will increase the evaluation @ein; the disjoint between the performance
evaluation and performance feedback, which meaaisttie evaluation result has no guideline
effect on the staff's activities and performance.

Actually, the above problems are not particulavfich are common in the process when
the company starts to run the performance managemanthese problems are closely related
to the organizational structure, business proa@sapany culture and the evaluation system. The
top managerial level talked with the consultancspany in second half of year 2006, and made
some adjustment for the current plan, the detadsalow:

1% Perfect the performance management system fremrdbt. It is different from the
traditional performance evaluation; the performamsanagement is a closed loop, which
contains performance plan, performance operatiod,performance feedback and performance
improvement. A perfect performance management systeist base on the above 4 keys and
combine with the organizational structure and bessnprocess to establish a tridimensional
performance management system. The so-called giBianal means that the target system is
consistent with the organizational structure frame top to the bottom, while it should take
account in the typical business process of selgataiue, providing value and communicating
value; at the same time, it should consider theadyo binding between the past performance
record and future performance improvement. NYKdtigs China co.ltd consider this is the key
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for the resolving the performance evaluation proble

2" Establish the effective KPl management system.ri@hagement system is the base of
the enterprise performance management. Most prabienperformance management can be
attributed to the defects of the KPI system. Thed &Btem will be structured according to the
below procedure: the KPI draft proposed by genemakting of shareholders or board of
directors or managers; interpellation of the KRifgjrthe confirmation of the KPI draft.

3 Make the effective operating plan of performan@nagement. The implementation of
the performance management system will affect thelevcompany, so it must be carried on
carefully and strictly based on the plan. In thistfhalf of year 2006, NYK logistics China co.ltd
had no norm operation process, which made the coynpan hardly run systematic or orderly
and performance management was not the tool forawgment. Hence, when the effective
performance management is carried on, it's necgssamake comprehensive and detailed
regulation on the every parts of the system, ltke: data collection, the performance ranking,
result confirmation, result feedback and file doemng.

4" Establish the staff salary system which is clogetated to the performance
measurement. The content of “closed related t@#mrmance measurement” has meanings in
2 parts: the performance measurement must be edaiiz some way, like: bonus or position
change; the mode of measurement should be the dfagis mode of benefit distribution, which
means that the team performance evaluation shaddhe team stimulation method, vice versa

for individual.
4.4.2 Analysis of application effect of KPI perfornrance management

After NYK logistics China co.ltd adjust the KPI pemmance management plan, the
company performance and staff performance havet gielievement by half year, which
embody the below aspects:

1*, KPI performance management put business entermrisstrategy and all levels
personnel of concrete work together, and give eygacexplicit direction for working, avoiding
employee being busy vacantly and resources andyemesste. By value logic analysis, KPI

breakdown, and norm standard work process, the aoyg development target can be break
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down onto every individual staff, which achieves tonsistence between the company and staff,
the staff value will be maximized.

2" The KPI performance management should distinetstaffs who work hard and who
don’t. The staffs who work hard should be awarded those who don’t should be punished. By
this, all the staff should all work effectively.

3 Free the managers’ time. By the establishmeth@KPI and Target, the managers will
no longer participate the operators’ daily work, tee time of the managers to indicate and
supervise the staffs is saved.

4™ Find out the differences between the staffs, thisiwill be foundation of the promotion
and demotion to optimize the HR structure and alioo.

5" Free the responsibility and pressure from the agars. Before the performance
measurement, all the pressure was put on the memalge staff just needed to ask the managers
and needed not to afford any pressure. After tifopeance measurement, every person should
be responsible for the individual job, so the sasfgesponsibility will be enhanced.

6", By the performance improvement of individual, frerformance of the company has
improved a lot. Next, the author will take the amtive department of NYK logistics as an
example to explain the contribution of the indivadltmprovement for the whole improvement.

Table 4.2.2.1 original data from NYK logistics (semonfidential data have special treatment)

Year 2004 2005 2006
Revenue (RMB) 27236182 90305496 182677304
unit 65423 266823 461364

Carrier ( the number of

trailer*the number of cars

which can be pulled by theA'O*6 4076+100°8 4076+200°8
trailer)

rate 1.1rmb/unit/km| 1.04rmb/unit/km 1.34rmb/unit/km
km/vehicle 153445 216246 212642
km/vehicle with heavy load 103124 157521 157485
km/vehicle without empty load| 50321 58725 55157

Table 4.2.2.2 the KPI of NYK logistics (calculatibased on the above table)

time the KP )
departmentarget 2005 (2006 explanation
KPI Changs
finance |asset mercantile rate 20.0% |20.0% |0.0% [the average mercantile rate of return is 20%
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profitability [return
) the profit increas add some high profit customers, like: BM
profit level 51.2% [102.3%51.1%
rate Porsche
the income growi
_g_ -3.5% [1.4% [4.9% |the decreased freight rate
rate per activity
the cost decrea .
cost control .. 14.5% 6.7% [2.2% |optimize the route
rate of per activity
the cost decred optimize the route, increase the manage
4.7% 16.6% [|1.9% . .
rate of total cost efficiency, slim the management fee
income the rate of realiz
) 95.6% [99.6% (4.0% |enhance the management power
managementeceivables
the growth rate
_ 54.2% |112.09%457.8% |add the new customer
the income
. |deployementhe rate of ortime add GPS system, enhance thanagement pow|
operation . 91.2% (95.6% |4.4% )
managemenarrival measure the driver
. ) after adding the customer, it's easy to optimia
the utility of miles74.5% |86.4% (11.9% i
route, measure the deploy officer
. use the IT technique and share the infation
the utility of the )
raffic 83.0% [85.3% |2.3% |with the customer, thus know better the cust
s' needs
(distributio|risk the rate q ) )
) 96.2% [97.9% |1.7% |train the staff ,evaluate the driver
n managemenaccident
the rate of sa . )
98.2% [98.9% |0.7% [train the staff ,evaluate the driver
cargo
the rate 0
the allrounded IT system which assure the
accurate ¢100.0%4100.0990.0% . )
i mistake, evaluate the deployment officer
delivery
) , use the IT technique and share the inform
warehousifprocess the rate of orime ]
. 71.2% |79.2% |8.0% |with the customer, thus know better the custq
B managementlelivery ,
s' needs
the rate of oriime . )
73.0% |84.0% |11.0% (train the staff ,evaluate the driver
documents
. use the IT technique and share the inform
the availability o )
. 100.094100.0940.0% |with the customer, thus know better the custq
the inventory ,
s' needs
customer setup the cooperative relation with the allig
customer . the rate of orde i
) service i 100.0%4100.0990.0% |company, secure the completion of the custo
service) completion
management needs
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the rate d
customer 0.5% [0.4% [-0.1% |enhance the staff training
complain
the increase ra 234.9 increase the share traffic volume of the exig
market market shareof the traffig307.8%9472.9% o "~ |customer, add the new customers to create
0
volume value
the increase ra 129.3 increase the share traffic volume of the exig
of the contra(231.6%102.3%cy " |lcustomer add the new customers to create 1
0
volume value
staff i ' .
HR . the profit per staff710 (960 [35.2% |enlarge the traffic to slim the management fee
efficiency
staff . . i ) , .
the satisfactio the increase of the working press with the inse
encouragerme 85.0% (83.2% |-1.8% )
nt level of staff of business volume
. . [the coverage ) .
staff training . 50.0% [100.0%450.0% |[to establish the training system
the training

4.4.3 Results management evaluation

Although there are a lot of management methods, pdsdormance management and

evaluation is the most common practice. But thiggoeance management and evaluation can

not work if it lack the support of other managem@oindation.

Many problems in performance evaluation is not edoin the performance evaluation

system, but in the management foundation. The Nogfstics will show this.

For the ambiguity of the value system and managéenedation, many companies are in the

condition of lack of strategy: lack of core compety lack of competitive advantages, lack of

key successful elements and the management capdditthe same time, some domestic

companies have much difficulty in organizationalision and management relation. They have

no business process record, no job instructiorgaoident report, no clear management relation.

In such condition, the performance measuremerdassdon nothing.

The responsibility system is not clear, becausthefchaos in the management relations.

The job responsibility is not defined clear enougt,it is hard to attribute the specific duty to

specific people.

The measurement technology is not qualified, bexahse measurement technology is

copied from the book or foreign experience and dagkthe practical direction. All the staffs,

43



even in different department are used same evafyatdicators, evaluating system, evaluating
methods, which is dogmatism.

The system only has the function of evaluating, lag no function of improving. Many
domestic companies hope that the performance nmexasuat can resolve the problems, but they
ignore a key problem: if the bad performance isseduby poor business process and practice,
the performance measurement will be fruitless enltimg term.

From the practice of NYK logistics China co.ltdetherformance interview for establishing
the partner relation is a powerful guarantee ferghrformance management system.

In the traditional evaluating process, the rateed eaters are opposing each other. The
evaluating system is full of different opinionsethnqualified results and the bad environment.
The ratees don’t get improved by the evaluatione Dasic problem is that the unbalanced
statues of the ratees and raters. In KPI methedratees and raters should be the partners, who
learn from each other and get improved together.

This partnership first embodies in the evaluatianpKPI1 asks for a evaluation plan which
is the consensus of 2 parties. They should havedhenon understanding and explicit targets,
which embody the mutual trust and team spirit.

The rater should feedback the evaluating resultsé¢aatee, which should be kind to accept
and easy to understand. Both the good and bad taspeald be shown, the good should be
encouraged to maintain, the bad should be encoditagevercome.

In the whole evaluating process, the raters shbeldstrict and help the ratees improve
toward the performance target by investigating i@searching the ratees’ activities.

From the process of NYK logistics China co.ltd iexplenting the performance management, the
goal of management is not the management itseif;ssnot for management to manage. All the
management should be rooted in improving individo@iformance, realizing the company’s
performance goal and perfecting the business dondiHence, there are 3 key words in
performance management: goal, performance and rear@ayd, which can all be summarize as
business operation. No matter what the demand eofcdmpany for the management is , no
matter what the problem the management is goingedolve, performance management is by

evaluating and stimulating to achieve the stratggal and business goal.

44



Only by doing so, the company can position the ggethnce management as strategic

importance, rather than the HR tool.
5. Conclusion

5.1 Thesis summary

To review the dissertation, although it has systerally researched the current condition
and planed construction of KPI management, it s much to be improved.

1*, Define the finished vehicle logistics, and expléie current management condition of
finished vehicle logistics company. Analyze the artpnce of the performance management,
and further come up with the idea of establishimg performance management system which is
to be applied in domestic finished vehicle Logisti@ompany.

2" Analyze the various methods and suitable scopepéoformance management, and
come up with the theoretical foundation for finidheshicle logistics company.

3 Analyze the business process of the finished ckehibgistics, and constructs the
performance management framework and implementfpltathe logistics company.

4™ According to the above performance managementewerk and implement plan, take
the example of NYK logistics China company to ithase the performance management
application results and the contrast between theagement elements before and after the

performance management.

5.2 Follow-up research outlook

The domestic finished vehicle logistics is still the primary stage. For the imperfect
regulation frame and the lack of the norm, it hagimdisadvantage compared with the advanced
countries, like: large quantity, wide spread, sns&k, single service, low efficiency and high
competition. The continuous development of the camypis based on the continuous internal
changes to face the continuous external changesseTbhanges should define the job and the
performance target, and help the staffs to confirennorms.

Management revolution is the topic of sustainatdeetbpment of business enterprise, but

reconstruction of performance management is coteeobusiness management change, only the
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reconstruction of performance management of highlityucan ensure the company gains the
competitive advantages and long term developmeth@ibrand new platform. The performance
management is a long term management tool, whichecesure the consistency between the
strategy, department target and staff activity.

Currently the domestics companies are keen in én®mance management, especially the
KPI management, but the effect of the KPI is nogsod.

Currently in the performance management of busiaas=rprise, “quantification” excels all
the rest, so the other aspects are usually igndred. kind of one-sided understanding of the
performance management is to misunderstand therpefhce measurement as the performance
management.

The performance management is to improve the mamagiesystem and organizational
efficiency by diagnosis in the dynamic process. Thmal goal is same as the business
administration: to gain the max profit.

The quantification may take too much energy thasgmides the direction of the
performance management and can hardly achievexgested efficiency.

Hence, the performance management should combitie tive business administration,

which is next problem to be researched and cordrbtite domestic companies.
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