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The issue isn’t whether your organization is 
metrics driven.  Most claim to be.  The issue 
is whether your metrics are healthy and productive.  Are they 
providing the value and information you expect?  Do your 
employees see and understand your business clearly?  Are they making better decisions?  Are 
your financials improving?  Quality?  Customer service?  Employee morale?  Are you 
reducing the risks your business faces every day?  

Results from the Business Dynamics & Research program for assessing the health of metrics, 
the CACE Study,* has found that most executives do not know how healthy and productive 
their metrics are.  Or aren’t.  Instead of empowered workers, they have employees who are 

slaves to numbers they do 
not understand.  Instead of 
having clarity, they are 
confused about what to do 
and think.  Instead of 
metrics that encourage 
alignment, they create 
contention.  Employees 
continue to collect data, 
report on, and manage 
metrics with expired useful 
lives.

This white paper is intended 
to share key elements of the 
CACE Study with you. The 
objective is to help you 
understand how healthy 
your metrics are.  Healthy 
metrics are productive and 
generate value.  Unhealthy 
ones can destroy it.  We 

want to provide insights into areas you can review to decide whether your metrics generate 
value or consume it.

After reading this white paper, you will be able to think critically about your metrics and 
whether they create the performance culture you are looking for.
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*CACE is an acronym that describes the four areas the CACE Study uses for analyzing metrics and their health:

• Coverage
• Alignment
• Comprehension
• Effectiveness



What is Coverage?
The common response to “Tell me about your use of metrics” is often, 
“We use metrics extensively.  We are a metrics driven organization.”  
This leads to the following question, “Has anyone assessed how 
effectively you’ve deployed your metrics?”  Most often, the response is, 
unfortunately, “No.”

Coverage focuses on the following questions about your metrics:
Have they been applied properly throughout your organization?
Are there are gaps in information? 
Is the level of detail is appropriate? 
Do your metrics overlap needlessly?

Why is Coverage important?
When you have proper coverage, your metrics create a picture of the 
state and performance of your organization.  When you don’t have proper coverage, this picture 
is incomplete.  Performance issues may be hidden or misrepresented, while some information 
may not be available at all.  This limits your ability to manage effectively, and needlessly 
increases your risk in areas that should be under control.

What should you look for?
The following will help you assess coverage:

1. Governance. One area that usually identifies strengths and weaknesses in coverage is 
governance, especially considering areas of common interest and gaps where common 
interests don’t exist or are unclear (See figure below).

2. Dashboards. Dashboards reflect what managers often think is most important.  Sometimes an 
area can be overemphasized while other, possibly more important, are underemphasized or 
ignored.  For instance, there have been dashboards that discuss costs, sometimes stating the 
same value multiple ways.  However, there is limited information about factors that influence 
costs, such as capacity, capacity utilization, and efficiency.

3. Productivity projects & strategy execution. These are areas that many companies fail to use 
metrics at all, or use them poorly.  What often happens is, those responsible for execution and 
realizing the value potential of the project are distracted.   They are more focused on designing 
the project, getting it approved, and its execution, than they are on whether the project is 
keeping the promises made in the business case.  This adds risk and uncertainty regarding 
whether you will achieve the value used to approve the project initially.

Coverage

Figure: When areas of governance are unique, stand alone, or ultimate ownership is unclear, there is a likelihood that 
there could be gaps in coverage.  This happens when looking at processes rather than responsibility. When there are 
overlaps, there is less likely to be gaps.  However, there are sometimes disagreement on how to interpret the value of 
metrics used by both groups, how they are calculated, and even something as simple as what a metric is called.
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Think of coverage as you glance up and 
look at the sky.  What you seek is a 
somewhat cloudy sky.  Seeing blue in 
some areas is fine.  Some areas need to 
have thicker cloud cover.  What you do 
not want are large areas with no cloud 
coverage or areas where there are 
substantially thick clouds with no 
breaks.  Both are unhealthy.



What is Alignment?
Alignment considers how well metrics create cohesion within functional 
areas and across operations. It also considers how well your metrics are 
aligned with important strategic and tactical initiatives.  There are three 
types of alignment that CACE Studies review:

Vertical focuses on how well metrics create alignment within functional 
groups.  For example, assume a COO is measured on customer 
satisfaction, and order lead time is determined to be important for 
customers.  A VP may have lead time metrics that, when improved, 
create the expected improvement in customer satisfaction.

Horizontal addresses how well metrics bring together those from 
different functional groups, either regarding performance objectives or 
processes.  For example, properly designed inventory turn metrics may 
bring sales, procurement, and distribution together.  Focusing on gross 

margin return on investment may push the same groups apart.  One group may want to maintain 
high gross margins, for instance, which may slow sales of some products.  Others may want to 
reduce gross margins to help sell and move products.

Operational looks at how well the metrics align with your strategic and operational goals and 
objectives.  For instance, if your company had two services, A & B, and you have sales and 
margin targets for each, are your metrics aligned with achieving these targets?  Do they provide 
information about how effectively you are doing so?  This is a great opportunity to help execute 
plans, many think they do it, but the reality is that a large number don’t do this effectively.

Why is Alignment important?
Alignment ultimately ensures two things.  First, it ensures that everyone is working towards the 
same goals and objectives.  Misalignment may cause internal groups to disagree with each other 
rather than work together, increasing waste, consuming time, reducing quality, and increasing 
risk.  Second, alignment ensures that you are managing the company by looking at the right data.  
Metrics that are misaligned won’t stop the organization from getting work done, but the price is 
often increased risk, waste, and inefficiency.

What should you look for?
Vertical alignment.  Look for logical, mathematical, and contextual alignment between levels in a 
department or function.  For example, there should be alignment between the CFO and their VPs.  
The finance VPs and directors would have metrics that align.  All metrics should be appropriate 
for the level and responsibility the individuals have.

Horizontal alignment.  Review business processes and look, especially, for areas where there are 
inefficient handoffs, changes in governance, or where there are regular discussions with an 
unreasonable amount of finger pointing and unresolved issues. 

Operational alignment.  Look at whether tactical and strategic initiatives are meeting the 
expectations set for them.  Are they using metrics?  Are the metrics encouraging the desired 
behavior?  Many times, a lack of effective metrics, or the wrong metrics, create misalignment 
and slow down and even stop progress.

Alignment
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Alignment is important when looking 
to improve decision making and 
performance, while eliminating waste.  
Look to have your metrics bring 
everyone who uses them to a common 
understanding of their meaning, value, 
and language.  Ambiguity is unhealthy.  
It creates misalignment, which destroys 
efficiency.



Comprehension
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What is Comprehension?
Comprehension addresses how well your employees understand your 
metrics.  Metrics are math equations, and many people don’t like or 
struggle with math.  When metrics are complex, it is often difficult for 
many to understand what they mean and how to manage them.

Why is Comprehension important?
It is difficult to manage what you do not understand.  If your people do 
not understand your metrics and how they work, their effectiveness will 
be limited.  Their actions are often constrained to what they are told to 
do, the part of the metric that they understand, or doing the job the way 
they had done so previously.  Most organizations want to empower their 
employees, and complex metrics can go a long way to slow these efforts.

What should you look for?
1. Complexity.  Complex metrics are generally difficult to understand.  When multiple variables 

are multiplied or divided together, the difficulty in understanding and managing them 
increases. 

2. Knowledge.  The level of knowledge about the subject is important to assess.  Sometimes 
people do not understand the subject area of the metric.  Sales may not understand metrics 
used primarily for, or about, operations.  Supply chain may not understand financial or 
marketing metrics.  Having someone manage metrics they do not fully understand will limit 
their ability to influence it positively.

3. Appropriateness.  Level and appropriateness are important.  For instance, if a VP is measured 
on customer service metrics, using the same metrics to measure the customer service 
representatives (CSR) may be inappropriate.  

4. Arbitrary combinations.  Sometimes combining subjective with objective variables, metrics 
with measures, and facts with opinions can make metrics difficult to interpret and manage.

5. Poor performance.  Areas where you 
find poor quality, throughput, or 
missed deadlines sometimes indicate 
applications where metrics that are not 
understood.

If your people do not understand your 
metrics, they will mismanage them.  
This will sub-optimize your business 
performance.   Make sure your 
employees understand your metrics 
and, when possible, simplify them so 
that they can be managed more 
effectively.



What is Effectiveness?
Effectiveness is an assessment of whether the metrics you use are 
broken.  This can mean they don’t provide the intended information, 
their usefulness has expired, or they don’t work at all.

Why is Effectiveness important?
Effectiveness is one of the most overlooked attributes of metrics. Many 
assume that because they have and use metrics, they work or they are 
valid.   Unfortunately, this is not the case.  Commonly, reviews identify 
metrics that are incorrect either mathematically, logically, or business-
wise, or provide information that is no longer important to the business.

What should you look for?
Focus on analyzing the metric.

Complexity. Look at how many factors or variables are included in one metric, and the math 
used to model the relationships.  The recommendation is to combine no more than three variables 
into one metric, and desirably only two.  Too many variables in one metric creates questions 
about how accurately the situation is being modeled.

Construction.  Consider whether proper math techniques are used in the metrics.  You should 
review issues such as units of measure and whether math operations are used appropriately.

Business assumptions. Look at whether the business situation was considered appropriately when 
designing the metric.  One of the biggest issues here is one of defining relationships.  Some 
assume a causal relationship (A causes B to happen) where there is only an enabling relationship 
(The presence of A allowed B to happen).  Some models assume relationships that do not exist.  
Test and validate the assumptions made.

Logic. Metrics must make sense.  Some cost per unit metrics, for instance, suggest that costs go 
down as output increases.  However, does it really make sense that it costs you less money to 
make twenty of something than to make five?  If not, what does the metric represent if it is 
telling you something other than what you know to be true?

Validity.  Look at whether the metric is still relevant.  Quite often, metrics that were once 
important to know and manage have lost their importance.  This often happens when there are 
changes in the business or business conditions, the metric becomes irrelevant, but it is not retired.

Effectiveness
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Effective metrics reflect business 
processes and performance like a 
mirror.  Ineffective metrics are like a 
broken mirror, by creating a poor 
reflection of your organization. 



Take-aways
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The value proposition is clear.  
Healthy, productive metrics 
enable efficiency, lower risks, 
greater cooperation, empowered 
employees.

Having assessed metrics at 
many companies, the results 
were often the same; gaps in 
coverage, misalignment, people 
didn’t understand them, or they 
just didn’t work.

To address this, consider the 
following:

1. Review your metrics with the 
purpose of determining how 
healthy they are for your 
organization.

2. Score your metrics.  The 
CACE Study provides clients 
with scores for metrics.   

3. Eliminate unneeded and 
expired metrics.

4. For the remaining metrics, 
assess, based on score, 
whether they need to be 
improved given their 
importance.

5. Don’t assume that math and 
complexity validate the 
metric.  They do not.  There 
is no rule that states that 
metrics more variables are better than those with few. The more variables and the greater the 
complexity, the more likely the model and the design will be wrong.  

This guidance will help your organization’s use of metrics.  For questions, please call 
513.448.4160 or write to info@bdrco.org.  For more information on metrics, please request the 
following articles written and published by Dr. Lee:

Designing Effective Metrics
Managing with Metrics
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About Dr. Lee
Dr. Reginald Tomas Lee is a director for the Cash Flow Innovation Lab.  In this role, he is involved 
with developing and sharing leading edge, cash flow modeling and management techniques.  He is 
the creator of Explicit Cost Dynamics, a cash flow modeling tool that addresses the weaknesses of 
managerial accounting and provides companies with more accurate and informative operations and 
cash flow data.  For more information on Dr. Lee, please visit his website at www.reginaldlee.org.

About the Cash Flow Innovation Lab
Managerial accounting is a 19th century tool solving 19th century problems.  The basic approach has not changed.  
The business world has.  Using managerial accounting is like fighting battles with muskets.  It’s time to upgrade.  
Through decades of R&D, the Cash Flow Innovation Lab, research arm of Business Dynamics & Research, Ltd, has 
become a source of providing 21st century tools, models, education and training.  The Lab offers tools and 
information that can either turbocharge or replace your managerial accounting approach with absolutely no loss, but 
significant gains in financial data and information. It’s like replacing your musket with laser-guided, precision 
machinery to help you fight the wars of the 21st, not 19th century.  To learn more, visit www.cashinnovationlab.com.
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