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Performance measurement and reporting are essential to a company's operations, providing
valuable information to support management decision-making. Performance measurement
monitors the achievement of objectives and the effectiveness of operations while reporting
communicates this data to management in an understandable format. Especially today, due
to the unlimited data availability, the design and implementation of reporting are becoming
increasingly important. Efficient reporting allows data to be summarized into clear entities
while considering business needs and objectives.

This thesis was commissioned by a case company to analyse its monthly KPIs reporting
process and explore opportunities for improvement. The study used a qualitative research
method, where the research data was collected through interviews with the management and
the finance department. Moreover, old reporting tools and archive data were used as research
material to create a Power Bl dashboard proposal for reporting and monitoring KPIs.

The results of the study show that the development of monthly reporting requires
streamlining the reporting process. This comprises standardized reporting practices,
clarification of process responsibilities, and increased automation. Reporting should be
informative and sufficiently compact, indicating the key focus areas for the company's
activities. In addition, careful report design and selection of KPIs for different levels of the
organization are crucial. The report should allow for a drill down from the top levels of
information to the lower levels. Furthermore, the report must contain historical data, while
contributing to future forecasting. Ideally, the report supports management decision-making
by being consistent, clear, simple, and appropriately visual.
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Suorituskyvyn mittaaminen ja raportointi ovat keskeinen osa yrityksen liiketoimintaa, sill&
ne tarjoavat arvokasta tietoa johdon paatdksenteon tueksi. Suorituskyvyn mittauksen avulla
seurataan tavoitteiden saavuttamista ja toiminnan tehokkuutta, jotka voidaan raportoinnin
avulla viestia johdolle ymmarrettavassa muodossa. Erityisesti nykypéivana datan rajattoman
saatavuuden vuoksi, raportoinnin suunnittelulla ja toteutuksella on entistd korostuneempi
merkitys. Tehokkaan raportoinnin avulla dataa voidaan tiivistaa selkeiksi kokonaisuuksiksi,
ottaen samalla huomioon liiketoiminnan tarpeet seka tavoitteet.

Tama tutkielma toteutettiin toimeksiantona case-yritykselle, jossa analysoitiin heidén
kuukausittaista KPI-mittareiden raportointiprosessia sekd sen kehitysmahdollisuuksia.
Tutkimuksessa hyodynnettiin laadullista tutkimusmenetelmad, jossa tutkimusaineisto
kerattiin johdon seké talousosaston haastatteluilla. Tutkimusaineistona hyddynnettiin lisaksi
vanhoja raportointityokaluja sek& arkistodataa, joiden perusteella pystyttiin luomaan
ehdotelma Power Bl dashboardista KPI-mittareiden raportointia ja seurantaa varten.

Tutkimustulokset  osoittavat, ettd kuukausiraportoinnin  kehittdminen edellyttaa
raportointiprosessin sujuvoittamista. Taméa ké&sittdd standardoidut raportointikdytannot,
prosessien vastuiden selkeyttdmisen sekd automaation lisédmisen. Raportoinnin tulee olla
informatiivista ja riittdvan kompaktia, osoittaen yrityksen toiminnan kannalta keskeiset
fokusalueet. Lisaksi raportin huolellinen suunnittelu sekd KPI-mittareiden valitseminen eri
organisaatiotasoille ovat keskeisessd asemassa. Raportin tulee mahdollistaa syventyminen
tiedon ylatasoilta alemmille tasoille. Lisdksi sen tulee siséltdé historiallista dataa, edistden
samalla tulevaisuuden ennustamista. Parhaimmillaan raportti tukee johdon paatoksentekoa
ollessaan johdonmukainen, selked, yksinkertainen sek4 riittdvan visuaalinen.
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SYMBOLS AND ABBREVIATIONS

Bl Business intelligence
COGS Cost of goods sold
EBIT Earnings Before Interest, and Taxes

EBITDA  Earnings Before Interest, Taxes, Depreciation, and Amortization

ERP Enterprise Resource Planning

EU European Union

EVA Economic Value Added

GDP Gross Domestic Product

IFAC International Federation of Accountants
IT Information Technology

KPI Key Performance Indicator

KRI Key Result Indicator

Pl Performance Indicator

PMM Performance Measurement and Management
PMS Performance Measurement System

PnL Profit and Loss

RI Result Indicator

ROA Return on Assets

ROCE Return on Capital Employed

ROOC Return on Operating Capital
SG&A Sales, general, and administrative expenses

TRI Total Recordable Incidents
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1 Introduction

The business environment is experiencing significant transformations, characterized by the
impact of global competition, the rapid advancement of digitalization, and increasing
mobility. The dynamic business environment requires companies to take proactive actions
to adapt and preserve their competitive advantage. (By 2005; Apavaloaie 2014) This also
means the growing importance of data in business, as digitalization and the rapidly changing
business environment offer companies the opportunity to collect and use data on an
unprecedented scale. The increasing volume of data has compelled companies to handle
more complex information, make well-informed decisions, and respond promptly to
changes. (Quick & Choo 2014) Accounting, internal management accounting, and the
performance monitoring and reporting derived from these processes provide solutions to
fulfil these requirements. This synergy not only guarantees financial accuracy but also
furnishes essential information to facilitate detailed and strategic decision-making. (Miller
& Mork 2013) Behind these decisions are large volumes of organization-specific data, which
must be effectively managed and analysed to identify and respond to deviations.
Consequently, this data should offer comprehensive information in a format that enables the
monitoring of reported figures and facilitates appropriate action. (Arunachalam, Kumar &
Kawalek 2018)

Companies typically gather and record data in relation to performance measurement, as it
provides an overview of how the company is doing from a business perspective.
Organizations establish targets utilizing quantitative performance measures, which are also
reported regularly. (Chen 2008) It is evident that companies face pressure to demonstrate
their performance to stakeholders while simultaneously integrating decision-making,
operations, and outcomes into a cohesive entity. Managing this entity creates the interest and
need for organization-specific performance measurement. Due to the growing significance
of performance measurement, organizations have spent considerable resources to enhance
their performance measurement activities. (Micheli & Mari 2014) Remarkably, research
findings concerning the impact of performance measurement display a considerable range
of results. However, a consistent theme emerges that well-executed performance
measurement is broadly beneficial for those involved, while poorly executed performance

measurement can impose substantial costs and harm the business. (Pavlov & Bourne 2011;
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Bird, Cox, Farewell, Goldstein, Holt & Smith 2005) It is therefore essential to identify the
circumstances in which performance measurement and management practices can genuinely

enhance the company’s performance.

When considering performance management from a measurement point of view, it is
essential to determine which measures to include and which data are sufficiently reliable to
be implemented as indicators. In broad terms, a performance measure is an indicator that
illustrates the performance of a specific success factor. The selection of performance
measures should align with the company's strategic goals and effectively convey its
objectives to both internal and external stakeholders. (Chen 2008) External stakeholders in
this context are mainly customers, whose needs must be comprehended and fulfilled for a
company to succeed. This approach is commonly referred to as customer centricity,
emphasizing the connection between customer requirements and internal processes (Sousa
2003; Reiner 2005), which involves shifting the objectives of the company from maximizing
profits to maximizing value for the customer (Cova & Salle 2005). On the other hand,
internal stakeholders, such as managers, benefit from performance measurement as it

provides timely and relevant information for daily business operations (Shah & Ward 2003).

It can be asserted that the necessity of monitoring objectives and organizational development
requires the measurement and control of performance (Draghici, Popescu & Gogan 2014).
At the same time, the sheer volume of data has caused the circumstances that numerical
reports from financial management systems alone are no longer sufficient. Reports are
required to be real-time, clear, and straightforward to use. (Trigo, Belfo & Estébanez 2014)
The aim is to integrate large amounts of data from different systems into a single report to
make the data easy to monitor and analyse (Pistoni, Songini & Bavagnoli 2018). Such reports
often utilize intelligent Enterprise Resource Planning® (ERP), which uses machine learning?
and advanced analytics® to extract insights from extensive datasets to forecast, monitor,

analyse, report, and manage diverse business processes. The realm of intelligent ERP covers

1 ERP systems are extensive enterprise-wide platforms designed to streamline the processing of key
transactional data throughout the organization. They offer an integrated, real-time environment based on a
unified data model covering the entire organization. (Boza, Cuenca, Poler & Michaelides 2015)

2 Machine learning focuses on how computers can automatically improve through experience, merging
computer science and statistics, and forming the core of artificial intelligence and data science (Jordan &
Mitchell 2015).

3 Advanced analytics refers to the application of various advanced techniques to find insights, hidden patterns,
and unknown correlations in large datasets. It's a set of tools used together to gain insights, analyse information,
and predict outcomes. (Hariri, Fredericks & Bowers 2019)
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data and text mining*, data visualization, and descriptive analytics®, further enhancing its

capability to support informed decision-making. (Wen 2019; Kunduru 2023)

Intelligent ERP also aligns closely with business intelligence reporting, as the data collected
and managed by intelligent ERP can be effectively used for business intelligence reporting.
Business intelligence solutions can provide in-depth analysis and facilitate reporting on the
data generated by the ERP. (Rouhani & Mehri 2016; Koupaei, Mohammadi & Naderi 2016)
In other words, business intelligence (Bl) encompasses processes, applications, data,
products, technologies, and architectures aimed at supporting the collection, analysis, and
presentation of business information. Business intelligence reporting refers to the
visualization and presentation of data, often in the form of dashboards. (Dedi¢ & Stanier
2017) Dashboards constitute one of the most prevalent applications of data visualization,
and they are extensively used across different industries to facilitate data-driven decision-
making. (Sarikaya, Correll, Bartram, Tory & Fisher 2018) As highlighted by Wexler,
Shaffer, and Cotgreave (2017, 14), dashboards primarily seek to monitor and understand
current conditions, as they provide a distinctive means of accessing information from

multiple sources simultaneously.

1.1 Research framework

The client of this Master’s thesis is a process industry company that manufactures products
mainly for the packaging industry. The company operates in international markets and is
classified as a large organization. In this thesis, the company is referred to as a case company.
The case company operates in the business-to-business (B2B) market, which refers to a sales
model where a company sells its products or services to another company (Jahromi,
Stakhovych & Ewing 2014). The case company’s competitiveness is based on renewable
materials, such as low-carbon and recyclable products, aligning with its commitment to

sustainability and environmental protection.

4 Data mining reveals relationships and structures different observations in numerical data, while text mining,
such as keyword and opinion extraction delves into textual data to investigate different issues (Gaikwad,
Chaugule & Patil 2014).

5 Descriptive analytics, often referred to as business reporting, addresses the question of what happened or
what is happening. Its primary output is the identification of business opportunities and problems. (Delen &
Demirkan 2013)
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The aim of this thesis is to develop monthly reporting to support management decision-
making by using financial Key Performance Indicators (KPIs). In addition to conventional
financial KPIs, the thesis also emphasizes less traditional indicators that, nonetheless, hold
significant importance for businesses. Conventional KPIs refer to indicators, typically
publicly available, such as Earnings Before Interest, Taxes, Depreciation, and Amortization
(EBITDA), Return on Capital Employed (ROCE), and sales growth. The aim of the thesis is
to critically assess the necessity and usefulness of existing indicators and to provide
arguments about the drawbacks and benefits of each indicator. Therefore, the thesis aims to
identify an appropriate set of KPIs that support management decision-making. This
encompasses the ongoing monitoring of these KPIs, including considerations of their
presentation and reporting methods. By delving into the details of how these indicators are
communicated and visualized, the research seeks to contribute insights into improving the

effectiveness of managerial assessments and strategic choices.

The thesis aims to explore the characteristics of a user-friendly reporting platform and
propose potential ideas for its development. Such a platform is intended to not only facilitate
the efficient monitoring of KPIs but also to encourage users to actively engage in assessing
and comprehending the progress of these indicators. To comprehensively address this
subject, the study will explore the reporting approach that optimally facilitates the
monitoring of KPIs. Therefore, the emphasis lies in analysing how the selected KPIs can
improve the clarity and usability of reporting. The thesis will investigate, for instance, what
kind of reporting view can assist management in monitoring the progress of KPIs towards
established targets. Simultaneously, the thesis strives to create reporting systems that can

identify potential deviations from targets and facilitate timely and appropriate responses.

1.2 Research questions, objectives and limitations

After determining the research framework, the objectives, research questions and limitations
can be formulated. The primary objective of the thesis is to investigate the development of
monthly reporting through the utilization of financial KPIs. This involves conducting a
thorough examination of KPIs and enhancing the clarity and user-friendliness of reporting.
The goal of these efforts is to ensure that reporting effectively supports informed decision-

making by management. Within the realm of reporting, the study will delve into the optimal
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presentation of information tailored to the industry's management requirements. Optimal
presentation of information refers to a reporting view designed to facilitate effective
decision-making processes. The study therefore seeks to identify a rational selection of KPIs
and to justify the inclusion of each indicator in the reporting framework. The research
questions of the thesis focus on the selection of suitable KPIs and the methodologies for
presenting them to guarantee the effectiveness, clarity, and user-friendliness of monthly

reporting.

To achieve these objectives, the thesis is structured around one primary research question
and two sub-questions. The sub-questions complement the main research question and
provide more detailed information on the subject under study. The main research question
will investigate in general terms how the reporting of financial KPIs can be enhanced to
support management decision-making. This aims to examine different aspects of reporting
and seek to identify innovative approaches to data presentation and interpretation. The main

research question is as follows:

MRQ: How monthly reporting can be developed by using financial KPIs to support

management decision-making?

The first sub-question investigates the factors that should be observed in selecting KPIs for
each situation to ensure their optimal utilization in reporting. The goal of this sub-question
is to obtain a comprehensive understanding of the most relevant KPIs for measuring the
company's performance, enabling regular and systematic monitoring of these indicators. The
second sub-question evaluates the type of reporting view that enhances usability and
maximizes the advantages of reporting. This sub-question encompasses considerations such
as the incorporation of diverse visual elements aimed at enhancing the clarity and usability

of the reporting. The sub-questions are as follows:
Q1: What factors should be considered when selecting the appropriate KPIs?
Q2: What kind of reporting view would enhance the report's clarity and usability?

The above-mentioned research questions offer a comprehensive overview of the subject of
study and primarily facilitate a more profound examination of how reporting can be
developed through the utilization of financial KPIs. According to Kahkdnen (2011), defining
the research questions is one of the most critical parts of research, as the choice of methods

and data collection are made based on these questions.
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In the context of the research questions and objectives, it is pertinent to underscore the
limitations of the research. The KPIs will be examined only for the most relevant measures,
with an average of around 10-15 measures selected for analysis. Moreover, the empirical
section of the thesis focuses exclusively on the enhancement of reporting for financial KPlIs,
aligning with the specific request of the case company. This approach is also consistent with
the primary responsibilities of the department under investigation. This approach enables a
concentrated examination of financial KPIs, and the insights acquired during their
development may also be applied to non-financial indicators within the case company at a
later stage. These limitations will allow a critical examination of the necessity for financial
KPIs from the division’s perspective under review. They are essential to ensure that the
findings remain relevant to the thesis and align with the primary objective of improving

reporting.

In the theoretical part of the thesis, performance measurement is primarily viewed from the
perspective of KPIs, which means that other performance measurement systems are not
discussed extensively. In the theoretical section, KPIs are examined at a broader level than
solely financial KPIs, aiming to offer a comprehensive overview. Management reporting
will be assessed with a primary focus on its contribution to information production,
alongside an examination of techniques aimed at enhancing decision-making through
reporting. In this thesis, management reporting refers mainly to the internal financial
reporting of a company, which includes, for example, profit and loss reporting, budgeting,
various types of cost accounting, and forecasting. The focus is therefore on how to produce
and report data in a way that contributes to management decision-making and goal setting.
In the empirical section, the comparison is made between the new and the old reporting
models, with an emphasis on the new reporting approach. These limitations have been
established to provide clear answers to the research questions while maintaining the

reliability of the research results.

1.3 A brief overview of the contextual literature

The role of performance reporting in supporting management decision-making has been
studied quite extensively in various literature. According to Micheli and Mari (2014),

performance measurement is based on the responsibility of organizations to "perform" and
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communicate their accomplishments to key stakeholders. As a result, organizations are
required to provide evidence of their performance, which in turn creates the need for
performance reporting. From an organizational perspective, performance reporting serves as
the foundation for planning, decision-making, and the necessary actions. (Hall 2008; Henri
2006)

Research on performance measurement has frequently concentrated on ways to improve
organizational effectiveness (Franco-Santos, Kennerley, Micheli, Martinez, Mason, Marr &
Neely 2007). Research has indicated that effective performance measurement and
management can produce benefits to organizations, such as assisting in strategy
implementation (Chenhall 2005), communicating results, improving reputation (McKevitt
& Lawton 1996), and motivating employees (Malina & Selto 2001). Several previous studies
have presented how performance measurement can generally be productive and help to
advance organizational performance (Cavalluzzo & Ittner 2004). However, it has also been
found that despite substantial resources invested, performance measurement initiatives fail
to meet expectations (Neely & Bourne 2000). In Kaplan’s and Norton's perspective (1996),
the implementation of performance measurement should be viewed as an investment,
anticipating a certain return, rather than as an inherently profitable use of resources. This
suggests that organizations should not perceive performance measurement solely as a
guaranteed source of profitability. Brignall and Modell (2000) further emphasize that the
introduction of performance measurement should not be viewed as a necessary evil,

implying that it should not be seen as something undesirable or forced upon organizations.

Performance measurement and reporting can be seen as an objective assessment of reality
(Power 2004). There are common proverbs about the fundamental need for performance
measurement, such as "if you can't measure it, you can't manage it" and "what gets measured
gets done™ (Broadbent 2007, 193; Hurst & Jones 2016, 45). These phrases have a deeper
meaning as they reflect the universal, primary, and critical nature of measurement. Taylor
(2011) also emphasizes that it is crucial to consider that performance measurement
frequently involves the reporting of measured values to both internal and external
stakeholders. Therefore, it can be announced that the combination of performance
measurement and reporting about it constitutes a fundamental component of a company's

operations. (Taylor 2011)



16

Performance measurement and related indicators are closely interconnected with
performance measurement systems (PMSs), also referred to as strategic expert systems. This
name is derived from the capability of PMSs to allow companies to evaluate and quantify
their performance components through a combination of qualitative and quantitative
assessments. (Fried 2010) An effective performance measurement system is best suited to
assist in decision-making, reporting, goal setting, and achievement at every level of the
organization. The primary objective of performance measurement and analysis is to facilitate
the decision-making process by collecting information on how well objectives have been
met. Measuring with context-appropriate measures is an important part of improving
business performance. (Taticchi, Tonelli & Cagnazzo 2009) Performance measurement at
the practical level is best achieved when the information to be measured is available in real
time and with accuracy. Properly chosen measures increase predictability by being able to
interpret the trend and cause-and-effect relationships provided by the measure. To enhance
financial benefits, companies are increasingly focusing on predicting KPIs, as they are
crucial for process monitoring, quality control, and operational optimization. (Duan, Liu &
Dong 2019) After all, performance measurement should enable instant reaction to change
and provide the best possible certainty for decision-making. The greater the clarity in
reporting different kinds of measures, the easier it becomes to make decisions based on them.

In general, performance measurement systems are based on appropriate KPIs that help
companies monitor their performance and achieve their targets. (Rodriguez, Alfaro & Ortiz
2009) According to Chen (2008), there are three different criteria that an industrial company
should meet when selecting KPIs. First, KPIs should reflect critical areas of manufacturing
performance. Second, they should offer relevant connections to the company’s business
strategy, internal organization, and technology. Third and lastly, they should be easy to
measure and evaluate. (Chen 2008) According to Carlucci (2010), KPIs should provide
relevant and reliable information without duplication. They should also be comparable with
other economic phenomena. Last and even most importantly, KPIs must be understandable
to all users and their presentation must support easy monitoring. Parmenter (2020, 62) also
emphasizes that KPIs should be monitored on a daily or at least weekly basis to ensure their
significant role within the business. Furthermore, KPIs should always be associated with the
teams responsible for the activities that directly contribute to the company's outcomes.
(Parmenter 2020, 62)
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Performance measurement and the indicators chosen for it have two main uses: firstly, to
support management decision-making and, secondly, to support decision-making at the
operational level (Moreira & Tjahjono 2016). Utilizing a measurement system to support
decision-making involves monitoring the most important parameters, regularly evaluating
performance, and questioning the strategy (Ukko, Tenhunen & Rantanen 2007). When
companies measure their performance, they should follow various principles. The first
principle involves assigning responsibility to the appropriate individuals within the
organization, setting measurement and reporting procedures, and defining a measurement
and reporting target. The second principle concerns the implementation of information
technology (IT) systems and solutions, encompassing both the adoption of existing ones and
the development of new ones, for data collection, processing, and reporting. The third
principle ensures that employees are well-informed about performance measurement and the
requirements to utilize new systems. In addition, performance measurement must include so
called "update phase”, which means that the system is assessed periodically to ensure its

adaptability in an evolving business environment. (Leinonen 2001)

1.4 Key concepts

The key concepts of the thesis, which also form the theoretical framework of the thesis,
encompass management reporting, performance measurement, and Key Performance
Indicators (KPIs). The first theoretical chapter covers the role of management reporting from
a decision support perspective. The second theoretical chapter of the thesis is structured
around performance measurement, with a more comprehensive look at the significance of
KPIs and their selection. The key concepts are opened to enhance comprehension of the

thesis background and to clarify their relevance to the subject of this thesis.

Management reporting

The purpose of management reporting is to provide information to support management
decision-making, set targets, and evaluate performance. This information enables the
monitoring of various activities, the measurement and evaluation of performance, and the
setting of rewards. Management reporting is becoming increasingly important as it facilitates
managers to make optimal decisions to enhance profitability, optimize the company's

financial resources, and ensure financial sustainability. (Usatenko & Makurin 2019)
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However, according to Laitinen (2003, 53-55), many companies lack essential information
to support management decisions, which can hinder effective decision-making. This implies
that information or data may be presented in a format that is challenging to utilize. The
challenges related to the format of the data also mean that sometimes getting the information
into a usable format is a rather time-consuming process, which in turn, results in a
deceleration of the decision-making process. (Laitinen 2003, 53-55) Performance areas of
the company need to be operationalised, meaning they should be made measurable through
performance indicators. This enables the company to monitor performance and the
achievement of objectives. When performance areas can be expressed in the form of
quantitative indicators, reporting becomes much more straightforward, as quantifiable
measures provide clear and concise information. (Gieskes, Boer, Baudet & KostasSeferis
2000) Indicators offer a structured and easily understandable format, allowing for more
efficient communication of the company's performance. Moreover, the widespread adoption
of performance measurement underscores the imperative need for clear objectives and
performance standards. These elements contribute to acquiring high-quality information
from management reporting, thereby assisting in effective performance management.
(Guerra-Lépez & Hutchinson 2013)

Performance measurement

The aim of performance measurement is to assess how well a company has achieved its
objectives within the process or as an outcome of the process. By comparing the setting
objectives with the outcome, it is possible to determine the deviation between them and
operate accordingly. In general, the objective is expressed as a quantitative standard or value.
The primary goal of performance measurement is naturally, to enhance the performance and
efficiency of a company. (Ahmad, Dhafr, Benson & Burgess 2005) Performance
measurement is traditionally associated with financial standards, covering measures related
to a company’s financial capabilities. Financial performance assessment relies on factors
such as the company’s liabilities, assets, expenses, revenue, equity, and profitability, which
all contribute value to owners and shareholders. Today, performance measurement is
increasingly linked to a non-financial perspective. (Parker 2000; Hornungova 2014)
According to Chen (2008), the evaluation and selection of performance measures for a
company should reflect the strategic goals and the business environment. It is essential that

the measures focus on the competitiveness of the organization, allowing for improvement
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and comparisons with competitors. The selection of measures should also consider that
performance measures or sets of measures should be independent of each other, otherwise,

measurement may lead to inaccurate results. (Chen 2008)

Key Performance Indicator (KPI)

Performance measurement requires the use of measures to assess performance. KPIs show
the values of variables that are relevant to the company's performance and their progression
towards the established targets. KPIs are identified as among the foremost efficiency
measures within companies. (Carlucci 2010) When examining performance indicators,
decision makers must comprehend the primary purpose of performance and concentrate on
evaluating what truly matters to the business. The pivotal step in the measurement process
involves identifying those performance indicators that generate value for the company and
have the most significant impact on key processes. (Franceschini, Galetto & Maisano 2007,
18-19) According to Lavy, Garcia, and Dixit (2014), KPIs can be considered as the set of
measures that represent the whole organizational system. KPIs serve as measures that
illustrate the operational health of an organization’s processes or activities. They link the
company's objectives to its strategy, providing management with insights into the company's

historical performance, current status, and future outlook. (Aven & Aven 2015)

In general, KPIs can be categorized into two primary groups which are financial indicators
and non-financial indicators. The key feature of financial indicators is that they allow the
determination of an exact monetary amount, often based on accounting documents. Non-
financial indicators use non-monetary measures such as percentage or unit amounts. (Ambler
& Xiucun 2003; Ambler 2002) Companies typically decide on an appropriate combination
of indicators, often including non-financial indicators alongside financial indicators
(Barwise & Farley 2004). Zarzycka and Krasodomska (2022) emphasize that with the
growing prevalence of non-financial indicators, it is crucial for companies to explain how
data on these indicators was collected and the methodology employed in calculating them.
Gamerschlag, Moller, and Verbeeten (2011) also add that companies have greater incentives
to publish non-financial information, especially environmental information, to mitigate the
costs associated with bad environmental performance. Accordingly, financial indicators are
vital for overseeing the comprehensive financial well-being of a company, addressing crucial
aspects such as profitability, liquidity, solvency, and efficiency (Matsoso & Benedict 2016).
Financial indicators are frequently monitored by management on a weekly or monthly basis
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to evaluate and track the company's financial performance (Kotane & Kuzmina-Merlino
2012). The relationship between the key concepts is described in Figure 1., which also serves

as the theoretical foundation for the thesis.

Produce information for
further analysis to

portng Support management

—

Performance
measurement

measuremen through KPIs ndicato
BN —

Intelligent reporting
platforms as a part of more

efficient reporting and reporting

Figure 1. Conceptual framework

Figure 1. is designed to explain a set of key concepts, forming a core focus of the thesis.
Management reporting is essential because it furnishes relevant information that is suitable
for measuring a company's performance. KPIs assist in tracking the business performance
of the company by serving as indicators for monitoring the attainment of fundamental
objectives. Ultimately, intelligent reporting platforms not only prepare and analyse data but
also facilitate the monitoring of KPIs in relation to predefined targets. Furthermore, the
conceptual framework illustrated in Figure 1. provides the basis for a comprehensive review
of the connections between management reporting, performance measurement, KPIs, and

intelligent reporting.
1.5 Research method

The research will be conducted utilizing a qualitative research method, employing interviews

as the data collection technique. Qualitative research is often used as a research method
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because of its flexibility (Hirsjarvi & Hurme 2015, 34). Flexibility was also considered
crucial in this thesis, where interviews enable a comprehensive understanding of the research
topic and provide insights into the contextual factors relevant to the case company. The study
has been conducted as action research, tailored to address the specific requirements of a
single company. However, the structure and implementation of the study aim to ensure that
the results can be generalized, at least to some extent, to a broader context. Action research
is a research methodology designed to investigate real-world situations with the goal of
initiating change within them. It focuses on creating activities that address social practices,
resolve issues, and initiate change through a process-oriented approach, actively involving
and engaging the individuals affected by these practices. (Kananen 2014, 12-14; Coghlan
2019) Action research is an appropriate methodology for examining the development of
monthly reporting within the case company. It facilitates the identification of challenges in
reporting practices and the initiation of actions to mitigate these challenges. With the

implementation of necessary actions, individuals’ responsibility becomes paramount.

A qualitative research approach is the obvious choice for this thesis, as the research topic
requires a holistic interpretation, for which the qualitative research method is particularly
well suited (Hirsjarvi, Remes & Sajavaara 2009, 161). As suggested by Metsamuuronen
(2008, 88), employing a qualitative research method is suitable, particularly when the focus
is on investigating the perspectives of individual actors and the detailed structures of events.
This implies that qualitative research is especially valuable when aiming to enhance
comprehension of individuals' personal experiences and delve into the complex meanings
and contexts of events from various perspectives. (Metsamuuronen 2008, 88) In addition,
the qualitative research method examines the material at large, including the reduction of
observations and the solution of enigma. Reduction means looking at things from one certain
perspective, and solving means interpreting the results (Alasuutari 2011, 35). In this thesis,
looking at things from a certain perspective refers to the reporting of KPIs that contribute to
management decision-making, while solving seeks to find answers for enhancing the actual

reporting of these KPIs.

Interviews represent one of the most common methods of qualitative research and they can
typically be divided into three types: structured, semi-structured, and open interviews. In an
open interview, the interaction is close to a free-form discussion, exploring a topic relevant

to the research, possibly with only a single question. Semi-structured interviews are more
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flexible than structured interviews but are still characterized by clear guidelines. (Hirsjarvi
& Hurme 2015, 42-46) According to Vilkka (2021, 100), the thematic interview is a good
example of the most used semi-structured interview, and it is also used in this thesis. In a
thematic interview, the key themes are selected from the research topic, which should be
addressed in the interview to answer the research problem. (Vilkka 2021, 100) Thematic
interviews are well suited to this research because they can be used to achieve the most

realistic and accurate research results (Hirsjarvi & Hurme 2015, 47-48).

1.6 Structure of the research

The thesis consists of six main chapters, which are introduction, the role of management
reporting, performance measurement and management, implementation of the empirical
research, developing case company’s monthly reporting in Power BI, and finally discussions
and conclusions. The introduction aims to delve into the current literature on the subject,
clarify the objectives of the thesis, outline the research methodology employed, and provide

a comprehensive overview of the conceptual framework guiding the study.

The theoretical part of the thesis, chapters two and three, deals with the role of management
reporting in decision-making, performance measurement, performance measurement
systems, and KPIs. Management reporting is a necessary element in providing valuable
information, while simultaneously supporting performance measurement and related
decision-making processes. The theoretical section will specifically delve into the literature
concerning KPIs, exploring their characteristics and the associated selection process in
detail.

In the empirical part of the thesis, chapters four and five, the research method and data are
reviewed in detail and the data collected through the thematic interviews are interpreted. In
the empirical part, the material obtained from the interviews and the key findings from the
theoretical part will be linked together. The empirical part of the thesis aims to establish a
framework for reporting development based on conducted interviews and to underscore
factors relevant to the selection of KPIs. At the end of the thesis, chapter six presents the key
findings and research results, assesses the reliability of the thesis, and offers
recommendations to the company's management along with suggestions for further research

topics.
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2 The role of management reporting

Management reporting has been recognized as a significant part of providing information to
meet the diverse needs of managers at different management levels to make decisions that
improve competitiveness. The value of management reporting lies in its relevance for
decision-making, encompassing factors such as the timeliness of information and the validity
of data. (Drobyazko, Shapovalova, Bielova, Nazarenko & Yunatskyi 2019) The information
in this context refers to the financial performance of companies because it has a direct impact
on the rest of the company's activities. For this reason, comprehensive information on
financial performance should be available. In addition, this comprehensive knowledge of a
company's financial situation is a prerequisite for effective management and sustainable
success. (Bruns & McKinnon 1993; Churet & Eccles 2014; Crous, Battisti & Leonidou
2022) Suomala, Manninen, and Lyly-Yrjanéinen (2011, 14) are also in line with this as they
stressed that there is always an economic aspect to business decisions, as companies are

guided by economic objectives and constraints.

In the context of management reporting, management accounting is frequently referred to
since management reports are typically based on information generated by management
accounting. In essence, the role of management accounting involves the collection,
processing, and analysis of information within the organization, including costs, budgets,
performance measures, and other pertinent data. (Suomala et al. 2011, 15-26) This
information serves as the foundation for management reporting. Management accounting
provides management with the tools and processes necessary to gain insight into the
organization's internal operations. Subsequently, management reporting furnishes concise
and clear information to help in decision-making and performance management. (Alhola &
Lauslahti 2005, 173) It can therefore be said that management reporting focuses on providing
a broader view of organizational performance, while management accounting provides
internal information and accounting services that support decision-making and business

operations.

In accordance with Hall’s research in 2010, decision-making itself is complicated by the
multifaceted nature of management work and responsibilities. This means that managers

rarely deal with one or two problems, but rather deal with sets of problems where it is unclear
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how the problems are interrelated or how small-scale problems may be related to a more
significant problem. Thus, managers must deal with problems that involve doubt,
uncertainty, and the possibility of significant errors. (Hall 2010) Thus, it can be stated that
each decision must be integrated into a broader context, where management reporting holds

a pivotal role by providing information to forecasting and developing future actions.

The significance of the information supplied by management reporting rises when
management becomes more distanced from the actual operational activities. The information
it provides enables operational activities to be transformed into a common format in which
different factors can be compared. (Hall 2010) According to Wall and Greiling (2011), the
information provided by management reporting has two functions in decision-making.
These functions aim to reduce uncertainty in decision-making and increase the likelihood of
making well-informed decisions that align with desired objectives. The information
provided by management reporting intends to provide support for different judgments and
beliefs during the decision-making process. Additionally, management reporting often relies
on historical data to facilitate future decisions, including the identification of corrective

actions needed to achieve specific objectives. (Wall & Greiling 2011)

Management reporting plays a vital role in steering and managing the company, as well as
analysing the cause-and-effect relationships of past events. However, without analysis, the
reported information does not support effective management. Therefore, it is necessary to
ensure that the information produced is actively analysed to maximize its usefulness. The
emphasis should be on predicting the future, rather than analysing past events that have
already happened and cannot be influenced. The information generated by management
reporting can provide insight into future trends, allowing action to be taken before they
occur. (Cassar & Gibson 2008) The main purpose of management reporting is to monitor
how the company has been doing, what has caused it, and where the company is going. When
reporting is done correctly, it helps a company to allocate scarce resources to the right
targets. Reporting should also consider the impact of external and internal factors on the
company's activities. (Alhola & Lauslahti 2005, 173) Internal factors include, for instance,
competitive strategy, organizational structure, and manufacturing technology, while external
factors involve so-called “unexpected factors” of the environment, such as macroeconomic
fluctuations, market demand, and availability of raw materials (Shahzadi, Khan, Toor & Haq

2018). The tasks of management reporting are shown in Figure 2. on the next page.
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How has the company been doing?

The impact of Why has it been like this? The impact of
external factors internal factors

‘Where is the company going?

Figure 2. Management reporting tasks (adopted from Alhola & Lauslahti 2005, 173)

The different types of reports can be thought of as having three temporal dimensions, as they
often focus on the past, present, or future. Reporting on the past is planned and aims to
identify and analyse the differences between objectives and achievements. Present reporting
Is related to operational management. Future reporting aims to improve operational and
management effectiveness in a proactive manner. Effective reporting analyses the past,
present, and future simultaneously, moving from reactive activities in the present, towards
predicting the future. (Alhola & Lauslahti 2005, 316) The ability to predict forthcoming
events, even when they are based on estimations, is crucial (Harfoush 2021, 63-65). Accurate
future predictions enable a company to sustain its competitive edge and proactively adapt to
changes in the business environment, ideally positioning it ahead of its competitors. These
predictive insights can inform strategic decisions and enhance long-term sustainability.
(Allioui & Mourdi 2023) Hence, reporting has a vital role in delivering information that

supports a company's future decision-making and actions.

2.1 Reporting within the context of management decision-making

The decision-making process is among the paramount elements of contemporary business
management, as it influences the success or failure of a company. In an uncertain and
perpetually evolving environment, understanding the factors that impact the decision-
making process is essential for business operations. Decision-making is a fundamental

aspect of management across all types and levels of organizations. (Koziot-Nadolna & Beyer
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2021) Mintzberg, Raisinghani, and Theoret (1976) have defined a decision as a particular
commitment to an action. The decision process in turn reflects a series of actions and
dynamics, starting with the identification of an incentive for action and culminating in a
specific commitment to action (Mintzberg et al. 1976). The commonly accepted definition
of the decision in the literature underscores the process nature of decision-making. It
describes a decision as a moment in a continuous process of assessing options for achieving
a desired goal. In this process, the decision maker chooses the course of action considered
most probable to result in the attainment of that goal. (Harrison 1996) Decision-making is
essentially about reducing uncertainty while recognizing that the precise outcome of a
decision cannot be predicted. This underscores the complexity associated with decision-
making. (Walker, Harremoés, Rotmans, Van Der Sluijs, Van Asselt, Janssen & Krayer von
Krauss 2003; Kulsum, Timmermans, Khan & Thissen 2020) Generally, the information
utilized in decision-making can be classified as soft and hard information. Soft information
IS subjective, broad, and general, while hard information is simply quantifiable and therefore

typically numerical. (Frishammar 2003)

Axson (2010, 141-142) has defined a five-step model for transforming raw data into
effective reporting for management. In the first step, data is collected from various internal
and external sources. It should be possible to automate the collection of data so that the report
can provide an immediate snapshot of the current situation. In the second step, the collected
data from different data sources is structured into logical groups according to its content.
Also, the reliability of data is checked, and errors are minimized. In this stage, the gathered
data is standardized and organized to establish connections between various data sources,
enabling flexible reporting. In the third step, the data is collected in a so-called data
warehouse, from which the data are retrieved for reporting. It is prominent that data are in a
format that is easily accessible for various reporting purposes. In the fourth step, the
appropriate data is selected to build the necessary calculation models and make the necessary
changes to extract the desired information. In this stage, reports are created, and functions
are also added to alert in case of deflection. The final and fifth step is the use of reports,
which is of course the most vital step of all. The reports are built according to management
needs and distributed to the necessary end-users as soon as the reports are fully completed.
At this stage, it is crucial to ensure that end-users understand how to utilize the reports and

the information presented within them. Users must have the necessary tools and access to
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training if needed. (Axson 2010, 141-142, 162) The five-step reporting process described

above is illustrated in Figure 3.
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Figure 3. Translating data into management information (adopted from Axson 2010, 142)

When implementing reporting, companies can use many different methods or systems at the
same time. The method or system may be a simplified Excel spreadsheet or an interactive
reporting system, or something in between. (Czarnecki 1999, 113-119; Derudas, Dell’Unto,
Callieri & Apel 2021) According to Wilkinson (2000, 681-692), the information content of
reports can be considered as the most essential aspect of reports, once the responsibilities for
reporting have been defined and the right people are using the reports. The value of
information content and its usefulness in decision-making are influenced by various
characteristics of information, such as relevance, accuracy, clarity, and reliability. If the
information presented in the report is used to support decision-making and leads to action,
the information can be considered relevant. The aim of reporting should therefore be to
produce relevant information and avoid irrelevant information. The information presented
in reports should be limited to what is relevant and conveyed in a clear manner, utilizing
various presentation formats such as graphs, figures, tables, and text. Timeliness and rapid
accessibility of reports are also important factors from a decision-making perspective.
(Wilkinson 2000, 681-692)

According to the International Federation of Accountants (IFAC), the quality of reporting
has a major impact on management decision-making. High-quality reporting can greatly
facilitate decision-making. (IFAC 2013) Also, IFAC (2013) emphasizes the same as
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Wilkinson (2000, 681-692) regarding the significance of the information content of

reporting. They all agree that the information content should exhibit a high level of quality.

High-quality information empowers management to operate, thereby contributing to the

success of the company. Furthermore, it has been identified as one of the most important
drivers of sustainable business success. (IFAC 2013; Wilkinson 2000, 681-692) The optimal

approach to ensure high-quality reporting is to establish an effective reporting process. The

most crucial method to enhance the reporting process is to involve management actively in

its implementation within the company. (IFAC 2013) Table 1. presents the eleven principles

for effective business reporting processes outlined by IFAC (2013).

Table 1. Principles for effective business reporting processes

10.

11.

Principles for effective business reporting processes

Management must be committed to effective reporting, which means that they should
ensure that the company has appropriate reporting processes and controls to present
high-quality reports.

The company should define the distinctive roles and responsibilities of staff in the
reporting process.

There should be active monitoring and planning of the reporting process. Planning
refers to the continuous improvement of the reporting process.

The company should be in regular contact with internal and external stakeholders to
comprehend their information requirements.

The company should define the content of its reports and determine their intended
audience, layout, and timing.

Reporting should follow current frameworks and standards that are aligned with
stakeholder requirements.

The company should specify what information needs to be collected, processed,
analysed, and reported. In addition, the company should ensure that data processes and
related systems support effective reporting.

The organization needs to choose suitable communication tools and determine the best
approach for distributing the company's reporting information across various
communication channels.

The company must control that reported information is adequately analysed and
clarified before it is communicated to internal and external stakeholders.

The company should guarantee that internal or external assurance is carried out to
maintain accountability, transparency, and reliability.

The organization must regularly assess its reporting processes and systems to identify
and implement ways to improve reporting further.
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The IFAC (2013) guidelines for an effective business reporting process cover internal and
external business reporting. Principles that can be applied to internal company reporting are
mainly related to the implementation of reporting and its characteristics, which can also
contribute to management decision-making. The principles published by IFAC (2013) do
not prescribe a specific approach but emphasize several areas that should be considered in
the implementation of reporting, regardless of the company. These principles are founded
on the concept that it is in the company's best interest to deliver high-quality reports to
stakeholders, as the company's success is wholly reliant on the support and involvement of
stakeholders. In addition, quality reports contribute to better internal decision-making. Thus,
effective reporting is beneficial for both internal and external reporting. (IFAC 2013)

2.2 Tailored performance dashboard for reporting

After reviewing relevant theory and literature concerning information sourcing and reporting
to support management decision-making, the next step naturally involves understanding how
to present existing information clearly and effectively. One effective way to present
information is to utilize dashboards because they offer a distinctive way to get insights from
existing data conveniently. They are nowadays a key element for extracting knowledge
across various contexts. (Kruglov, Strugar & Succi 2021) According to Few (2006, 2-3),
dashboards are determined as a visual representation of the key information required to
obtain specific business objectives. The information is usually collected and organized on a
single screen in such a way that it can be followed 'at a glance’ (Few & Edge 2007). Sarikaya
et al. (2018) argue that dashboards can be seen, for instance as a method to optimize business
processes. In such a case, dashboards are referred to as performance dashboards (Sarikaya

et al. 2018), which is also well suited for this thesis.

Performance dashboards allow companies to measure, monitor, and manage business
performance much more efficiently (Eckerson 2011, 4), as the most critical information is
brought together on a single platform. Performance dashboards are based on a business
intelligence and data integration infrastructure, and they are typically used to track, analyse,
and control data. (Kruglov et al. 2021) According to Eckerson (2011, 52-55), the most
effective approach to designing a dashboard architecture is to ask appropriate questions from

the dashboard's intended users. Questions may relate to issues such as the need and scope of
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the dashboard, the data to be used, the technical infrastructure, and strategic objectives. This
ensures that the dashboard serves the users' best interests, making it a meaningful tool to use.
(Eckerson 2011, 52-55)

However, the process of designing dashboards comes with its distinct set of challenges. The
challenges are mainly related to technical difficulties, and how to structure and present
relevant information in a manner that it can respond to continuously changing requirements.
(Janes & Succi 2014, 252). The changing requirements can take on various aspects, but
concerning dashboards, they typically involve customizing the dashboard to suit each user.
People who are using performance dashboards have different positions in the company and
diverse targets, which means that different dashboards are needed. For this reason, it might
be challenging to create a single tailored dashboard. Hence, personalized, customizable, and
adaptable dashboards for each individual employee are becoming more common, which
means that users can modify the dashboard in a way that it is most useful for their needs.
Dashboards that can be customized in appearance and functionality based on user, data, and
contextual needs are described as tailored dashboards. (Vazquez-Ingelmo, Garcia-Penalvo
& Theron 2019)

According to Yigitbasioglu and Velcu (2012), dashboards are anticipated to advance
decision-making by exploiting human perceptual capabilities. In addition, dashboards
enhance human intellectual and psychological functions that help people process
information and their environment. The demand for dashboards has increased due to the
growing amount of data produced and processed, which in turn is a result of the continuous
development of information and communication technologies. Managers have a variety of
reports and data coming from several enterprise information systems, such as ERP systems
and business intelligence software. These numerous reports cause challenges for
management, as they are frequently poorly designed in terms of information presentation,
which in turn disrupts rather than facilitates the decision-making process. (Yigitbasioglu &
Velcu 2012) In essence, within this “jungle of reports”, dashboards consolidate all
information into a single, easily understandable format, often relying on visuals rather than
numbers. In addition, dashboards should promote analytical discussions by enabling users
to interact, reflect, or freely pose questions about the underlying data. (Setlur, Correll,

Satyanarayan & Tory 2023)
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It can be condensed that the dashboards are expected to gather, summarize, and present
information from different sources, enabling users to quickly assess the performance of
different activities often in the form of indicators. (Yigitbasioglu & Velcu 2012; Kruglov et
al. 2021) It is essential to highlight that while the dashboard presents significant benefits, its
genuine value is contingent upon the dashboard's features and how they are utilized within
the company. However, there is no consensus in the literature on what a functional dashboard
should look like and what it should do. (O'Donnell & David 2000) In terms of information,
the dashboard represents the tip of the iceberg, meaning what the user sees first. If a deeper
analysis is required, such as investigating the underlying factors behind poor performance,
additional tools are frequently employed alongside the dashboard. (Yigitbasioglu & Velcu
2012) Peral, Maté, and Marco (2017) also add that dashboards often consist of various data
visualization techniques, including KPIs which have a pivotal role in quickly delivering
precise information by comparing current performance with established targets. So, whether
the goal of a dashboard is to enhance internal control or performance management, the
capability to quickly evaluate different aspects of a company's performance is paramount,
especially during an economic downturn. (Peral et al. 2017) Figure 4. illustrates an example

of what a dashboard might resemble.
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Figure 4. displays the typical features of a dashboard, including the presentation of
information in a visual format and the integration of text and graphics. Furthermore, the
information is presented in a relatively straightforward format, with the extensive use of
colours to illustrate various scenarios. Typically, enhancing the readability of a dashboard
involves ensuring consistency, such as using uniform fonts for text, consistent colour

schemes for patterns and graphs, and maintaining alignment in the positioning of these.

2.2.1 Visual presentation for improving the clarity of reporting

Generally, the visual presentation of information has received significant attention, as it
facilitates more effective communication (Soares, Rosenzweig & Marcus 2021, 495).
Moreover, research has indicated that the visual presentation of data, such as using tables
and graphs, enhances the clarity and comprehensibility of the conveyed information
(Langella, Anessi-Pessina, Botica Redmayne & Sicilia 2023). Because visual presentation
improves the understanding of information, it is especially valuable in company
communication and decision-making. As noted by Pirozzolo and Wittrock (2013, 227),
visual presentation not only enhances the attractiveness of information but also facilitates
the concrete presentation and processing of data. According to Tait, Voepel-Lewis,
Zikmund-Fisher, and Fagerlinthe (2010), visual presentation enables the integration and
retention of information. Furthermore, visual material highlights critical information while
helping to make it understandable. (Tait et al. 2010) Zhang and Norman (1994) emphasize
that interpreting visual information saves the individual's cognitive resources, allowing more
time for further processing and inferencing. Visual representations also assist the integration
of new information with prior knowledge by identifying the relationships between these
elements (Cook 2006; Yung & Paas 2015). More specifically, visual presentations are
effective in various computational and numerical tasks as they simplify data retrieval and
processing (Hollands & Spence 1998; Langella et al. 2023). Therefore, it is reasonable to
explore the use of visual presentations in processing and reporting financial data, particularly

focusing on how visual presentation can enhance information communication.

Many researchers have explored visuality and related methods also in organizational and
accounting research (Preston & Young 2000; Warren 2005; Davison 2007). According to

Warren (2005), the representation of financial data, including accounting data, is closely



33

associated with visualization processes. Thus, accounting professionals have shown a
growing interest in the visual presentation of financial figures (Davison 2011; Cohen, Manes
Rossi, Mamakou & Brusca 2022). For instance, in addition to textual content, company
annual reports are increasingly containing tables, graphs, and images (Beattie & Jones 2008).
These visual elements make an organization's activities more transparent, as crucial
information is often more readily understandable within a table or chart (Meyer, Héllerer,
Jancsary & Van Leeuwen 2013). In line with Yusuf’s and Jordan's (2012) findings, visual
elements have gained prominence also in the presentation of information within corporate
financial reports (Yusuf & Jordan 2012). Visualization includes not only images and
diagrams, for example, but also less visually concrete structures such as tables and charts.
Visuality plays a distinctive role in the processing and structuring of ideas associated with
images and perception. Visual representation affects not only what is seen and how it is seen,

but also how 'looking' affects the actors' reactions and personal interpretations. (Bal 2003)

According to Perdana, Robb, and Rohde (2018), reporting and visualization are part of
business analytics technologies and play an important role in mitigating the various
constraints of users. These limitations include inexperience, restricted knowledge, and
reliance on simplified data. Reporting and visualization have been demonstrated to enhance
users' comprehension, enabling them to concentrate more on the data's message rather than
on numerical analysis. However, users have the option to conduct numerical analysis if they
estimate it necessary. (Perdana et al. 2018) The utility of business analytics lies in its
interactive data visualization, allowing users to adapt data presentations to their specific
needs. The diverse needs of users originate from various factors, including their tasks,
individual capabilities, and the specific information they require (Dennis, Fuller & Valacich
2008; Kelton, Pennington & Tuttle 2010). Interactive data visualization offers the flexibility
to choose from multiple presentation formats while assisting harmonization, including real-
time feedback and search capabilities. Information visualization enabled by business
analytics assists users in retrieving more contextually relevant information. (Cosic, Shanks
& Maynard 2012; Ong & Shanks 2015)

It is essential to recognize that although visual representations are regarded as superior
communication tools for presenting quantitative and financial data, they also have certain
challenges. These challenges relate especially to the design of visual presentations and the
potential distortions that arise from the ambiguity of interpreting graphical information. In



34

essence, visualization can be ambiguous due to its inherent abstraction and the succinct
presentation of information. The interpretation of visual information is also highly dependent
on familiarity with the subject matter and the prior experience of the individual engaging
with it. (Drucker 2011; Bresciani & Eppler 2009) Figure 5. shows different types of data

visualization to illustrate what visualization means in data presentation.
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Figure 5. Data visualization (adopted from Schwabish 2021, 14; Cairo 2012)

Figure 5. illustrates the wide range of graphs or, more commonly, data encoding types such
as dots, lines, and bars. The selection and creation of suitable data visualizations primarily
depend on the objectives and the requirements, experience, and expertise of the target
audience. (Bostock, Ogievetsky & Heer 2011; Cleveland & McGill 1984) In general, the
presence of various lines and bars often facilitates the making of accurate estimates, as they
make it easier to discern exact data values and differences between them. It can be noted that
standard graphs such as bar and line charts are popular due to their accuracy, familiarity, and
ease of creation. Non-standard graphs, such as circles or curves, may not convey data values
accurately but in some cases, they can reveal underlying patterns and trends better than
standard graphs. On the other hand, the uniqueness of non-standard graphs might enhance
their appeal, potentially attracting the reader's attention and encouraging them to engage
more deeply with the graph. (Schwabish 2021, 13-14)
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In addition to graphs, colours are also extensively utilized in data visualization, often in
combination with other visualization methods. Typically, colours do not enable such precise
estimates like bars and lines do, but they help in making more general estimates. Colours
often capture the reader's attention in visualization. They may even be the first thing the
reader notices in the graph, as colours evoke emotions and draw attention. Different colour
schemes are typically employed in data visualization, with one of the most common being
the binary colour scheme. This scheme categorizes nominal differences into two binary

groups, such as agree-disagree or negative-positive. (Schwabish 2021, 357-360)

Tables are another form of data visualization. However, it is necessary to understand the
components of a table before determining their utility in improving data presentation. Tables
are often the best solution for displaying the precise numbers of each value within a dataset.
However, they may not be the ideal choice for presenting large volumes of data or data in a
compact format. (Schwabish 2021, 327) Nevertheless, a well-designed table can assist
readers in finding specific numbers and identifying patterns and deviations. Tables, in fact,
allow users to access data, structure it, organize it, add new meanings, and mark it in a way
that many other visualization tools do not. (Bartram, Correll & Tory 2022) Conversely,
tables are susceptible to disorganization, which can potentially obstruct the identification of
key insights. Thus, it is crucial to present table information clearly to enable readers to
discern significant patterns, trends, or values. This involves minimizing clutter caused by
grid lines, unnecessary spaces, and inconsistent alignment. Furthermore, the table and related
texts should be linked through concise headings and subheadings, and by careful inclusion

of unit symbols such as percentages and currency. (Schwabish 2021, 328-329)

All in all, it can be stated that data visualization, especially in business, has received a lot of
attention. There are numerous tools and software designed for data processing, statistical
analysis, interactive graphics, and visualization. Among the most well-known tools for
consolidating, analysing, and visualizing data from diverse sources is Power Bl software.
(Becker & Gould 2019) Power BI is an interactive data visualization software established
by Microsoft, mainly concentrated on business intelligence (Microsoft 2024). Power Bl has
been designed to provide a more user-friendly approach to understanding and analysing data
(Carlisle 2018). This is facilitated by the presence of tools in Power Bl that are specifically
constructed to support graphical user interfaces. Consequently, data from different sources

can be integrated and presented in a visual format that facilitates related analysis. Moreover,
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Power BI enables the creation of multiple reporting views without the necessity of
dismantling existing templates. (Becker & Gould 2019; Simon 2014, 154) While Power BI
provides a user-friendly approach to integrating and visualizing data from various sources,
it is important to acknowledge that using it effectively requires learning and familiarity. The
process of combining different data sources may pose challenges, necessitating users to
address compatibility issues between different databases. Furthermore, while Power BI
provides adaptability to existing working techniques, exploiting its full potential may require

the acquisition of certain technical skills. (Ali, Gupta, Nayak & Lenka 2016)

2.2.2 Physical preferences for issue perception

After recognizing the significance of the visual aspect in reporting, we can also explore the
inherent physical preference of people to pay attention to different types of factors and
features. Research conducted by Chakhovich and McGoun (2016) demonstrates that
individuals exhibit a natural inclination to perceive their surroundings in a grid format. They
propose that grids often convey positive associations, which can also be related to domains
such as accounting, making it particularly relevant to the subject of this thesis. Positive
associations are linked with efficiency, rationality, and quantification, permitting the
presentation of data in a quantitative format. (Carmona, Ezzamel & Gutiérrez 2002; Jeacle
2005; Jeacle 2009; Miller & O'Leary 1994). Grids have also been seen to bring a sense of
manageability, as presenting things in a grid format increases order and control over the
information presented (Thompson 1998; Carmona et al. 2002; Macve 1996, 24-25) The
prevalence of grids can also be attributed by their simplicity (Quattrone 2009), adaptability
and scalability (Carmona et al. 2002), allowing the convenient addition of information to the
grid whenever necessary. In this context, grids are frequently linked, for instance, with

various tables or graphs that visualize and streamline the presentation of information.

According to Chakhovich and McGoun (2016), non-rational factors, including fundamental
human needs and the cognitive processes shaping our experiences, may underlie the basic
structures utilized in accounting. It was also discovered that the innate human tendency to
see things in grid form has existed for thousands of years. (Chakhovich & McGoun 2016)
In the context of grids, the literature has also discussed the oblique effect, which is the

phenomenon where individuals tend to perceive horizontal and vertical lines more efficiently
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than oblique lines. (Appelle 1972; Essock 1990; Latto & Russell-Duff 2002). This is the
historical argument for the development of grids to display different types of information.
Chakhovich and McGoun (2016) further summarize that grids can mean order, rationality,
truth, harmony, and symmetry to individuals. Therefore, it can be asserted that grids function
as symbolic tools for legitimizing specific entities or systems (Chakhovich & McGoun
2016). Based on these, it is reasonable to state that people tend to prefer visual

representations, such as tables, rather than textual formats for perceiving information.

Decision-making and the presentation of information to support it can also be approached
from a psychological perspective. Several psychological studies have examined two
dominant perspectives on decision-making processes and decisions, which are limited
cognitive capacity and uncertainty. (Brown 2006; Drechsler, Katsikopoulos & Gigerenzer
2014; Goodie & Young 2007; Kahneman 2003) Limited cognitive capacity posits that
individuals have a restricted ability to process information (Crozier & Ranyard 1997, 6;
Simon 1982, 15), while uncertainty pertains to inaccurate outcomes that individuals observe
when making decisions, often due to the limitations or irrelevance of available information
(Chuang, Kao, Cheng & Chu 2012).

The existing literature provides limited insights into the role of information representation
in improving individuals' cognition and their ability to deal with limited cognitive capacity.
There is no conclusive evidence regarding whether meaningful information can effectively
mitigate the uncertainty experienced by individuals. Despite the scarcity of research
material, some significant insights can be raised about the role of visual representations in
perceiving information. (Perdana et al. 2018) One example concerns improving the
presentation of financial statement information, revealing that visual content can be more
beneficial for beginners (e.g., non-professional investors) compared to experts (e.g.,
professional investors) when engaging with such information (Anderson & Mueller 2005;
Arnold, Bedard, Phillips & Sutton 2012; Dilla, Janvrin & Jeffrey 2013). Research also shows
that novices' decision-making abilities may improve when they interact with visually
presented information (Arnold et al. 2012; Tang, Hess, Valacich & Sweeney 2014). This
example illustrates that individuals have diverse preferences regarding information
presentation, which often requires finding a balanced approach that includes both
textual/numerical and visual representations. Usually, these approaches are not mutually

exclusive, as visual presentations often contain numerical or textual information alongside.
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Visualizing numerical or textual data frequently involves employing tables and diagrams,
which effectively highlight the key insights for easy comprehension.

Having explored the major theories and principles concerning the role of management
reporting that supports decision-making, we can now proceed to explore performance
measurement and management, especially focusing on KPIs. The next chapter commences
with a broad examination of the foundations of performance measurement, containing an
analysis of the functions of performance measurement systems. Nevertheless, this chapter
focuses primarily on KPIs, for which the literature strives to offer a comprehensive
understanding by addressing questions concerning their characteristics, categorization, and

selection.
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3 Performance measurement and management

The need for performance measurement and management (PMM) has increased intensely
over the last decades. The emphasis on performance evaluation has evolved from an entirely
economic viewpoint to include non-economic dimensions, such as social and environmental
considerations. Since the middle of the 1980s, companies have increasingly realized the
necessity of controlling various aspects of their operations, particularly those pertaining to
production processes. The fundamental need for performance measurement has emerged as
companies have realized that competing in a constantly changing environment requires
monitoring and understanding their performance. (Taticchi, Tonelli & Cagnazzo 2010)
According to Sharma, Bhagwat, and Dangayach (2005), performance measurement has
gained recognition as one of the most essential factors in improving business performance.
This recognition has particularly emerged in the context of the ongoing era of globalization
and outsourcing, where companies are increasingly acknowledging the significance of

performance measurement systems in their daily operations. (Sharma et al. 2005)

A performance measurement and management system is a balanced and dynamic system
that supports decision-making processes by collecting, processing, and analysing data
(Neely, Adams & Kennerley 2002, 159-160). The concept of “balance” in this context
pertains to the necessity of employing a diverse range of measures and perspectives that
collectively offer a comprehensive view of the organization (Kaplan & Norton 1996). The
notion of “dynamicity” entails the necessity for a system that continually monitors both
internal and external activities while ensuring that the established objectives are achieved
(Bititci, Turner & Begemann 2000). According to Garengo, Biazzo, and Bititci (2005),
increased competition, advances in information technology, the drive for growth, the goal of
continuous improvement, and the investment in quality have created the conditions for
performance measurement and measurement systems, particularly in the manufacturing

industry (Garengo et al. 2005).

Utilizing precisely chosen indicators for performance measurement enables various aspects,
including strategic planning and objective setting within a company. As mentioned
previously, performance measurement significantly influences decision-making processes,

which in turn are pivotal for achieving established objectives. In this context, performance
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measurement systems facilitate the ongoing monitoring and assessment of outcomes, as well
as the identification of areas for improvement (Taticchi, Balachandran & Tonelli 2012) To
offer a comprehensive perspective on a company's performance, several performance
indicators can be combined into a performance measurement system. An effective
performance measurement system should merge at least the different functions of the
company, including finance, accounting, and engineering to ensure that all departments

collaborate and contribute value to the performance measurement process. (Chen 2008)

3.1 Performance measurement systems

There are numerous definitions of performance measurement system (PMS), depending on
the industry and the related approach. As noted by Marr and Schiuma (2003), there exists a
lack of consensus regarding the primary purpose of PMS. Performance measurement has
been investigated by many researchers from different disciplines such as strategic
management, operations management, human resource management, and management
accounting and control (Neely 1999; Franco-Santos & Bourne 2005). The wide range of
research reflects the attractiveness of the topic and the fact that performance measurement
is widely used in different domains. The challenge is, however, that diverse approaches to
performance measurement have resulted in slight consensus on its primary components and
characteristics. (Franco-Santos et al. 2007) The absence of consensus on a definition can

cause confusion and restrict the ability to generalize and compare studies within the field.

However, the most frequently encountered definitions for PMS can be raised from the
literature, when Neely, Gregory, and Platts (2005) state that PMS from an operational
perspective can be seen as a set of individual measures used to quantify the effectiveness of
activities. Ravelomanantsoa, Ducq, and Vallespir (2019), underscore the emergence of PMS
through the necessity for decision makers to navigate a complex business environment.
PMSs provide an opportunity for consistent measurement by consolidating a set of key
performance indicators into a cohesive system. The authors note that PMSs are typically
formulated and implemented through diverse methods and given the longstanding practice
of performance measurement since the 20th century, multiple approaches have emerged. It
is also essential to note that not all PMSs are designed for identical purposes, and each has

its own set of advantages and disadvantages concerning optimal performance measurement.
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Hence, decision makers face the challenge of selecting the most suitable PMS system for
their company from among these various methods. (Ravelomanantsoa et al. 2019) Srimai,
Radford, and Wright (2011) highlight that the primary objective of performance
measurement systems is to synchronize the strategy of activities and processes throughout
the organization. In simpler terms, PMS should function as a tool for managing strategy, as
PMS not only allows organizations to calculate business performance measures but also
gives essential information for analysing the content and validity of their strategy. (Srimai
et al. 2011; Ittner, Larcker & Randall 2003) According to Chen (2008), when a PMS is
effectively implemented, it improves the company's value by harmonizing its operations,

financial functions, marketing efforts, accounting procedures, and planning processes.

To create an effective PMS, it should contain financial and non-financial performance
measures (Dossi & Patelli 2010; Gomes, Yasin & Lisboa 2004). Financial performance
measures frequently contain traditional financial and cost accounting measures, such as firm
value, return on assets (ROA), return on equity (ROE), efficient use of resources as well as
variable and fixed costs. These measures serve the overarching purpose of evaluating the
competitive standing of a company by providing insights into its financial health and overall
operational effectiveness. (Chen 2008; Chaudhuri, Kumbhakar & Sundaram 2016)
Correspondingly, non-financial performance indicators pertain for instance, to the
measurement of customers, internal processes, and personnel-related aspects. These
indicators are likely to be applied for recognizing best practices within cooperative
relationships. (Dossi & Patelli 2010) In the absence of non-financial measures, a scenario
arises where the outcome is evident, but the underlying reasons remain unknown. Hence, the
purpose of non-financial measures is to establish a connection between measurement and
strategy. (Chen 2008)

In addition, Gomes et al. (2004) have outlined various features that should be incorporated
into a PMS. According to the authors, the primary purpose of PMS is to define the strategy
and oversee the company's business performance. Additionally, it should be comprehensible,
feasible to implement, and linked to the company’s reward systems. The measures and
related systems should also be aligned with the organization’s targets, critical success
factors, and customer orientation. (Gomes et al. 2004) Also, when discussing features, many
researchers have underscored the significance of including non-financial measures in

performance measurement, and this trend is expected to gain prominence alongside financial
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indicators in the future. (Kasie & Belay 2013; Kotane 2015; Rep, Sever Mali§ & Dumancié¢
2022) Baird (2017) argues that the multidimensionality of PMS systems, i.e. the inclusion
of both financial and non-financial measures, integrates performance measurement and

organizational strategy into a unified entity.

Blenkinsop and Davis (1991) underscore the importance of considering the organization's
life cycle when designing the PMS. It is essential to cover the life cycle of the organization,
as different stages of the life cycle affect organizational efficiency. Addressing these stages
ensures a holistic understanding of the organization's dynamics, facilitating decision-making
and strategic planning. (Pasch 2019) Organization’s life cycle includes the start-up stage, the
growth stage, the maturity stage, and the decline stage (Merinov, Pavlova & Khayrullina
2021, 233). The horizontal and vertical dimensions of the organizational structure are crucial
elements to consider when assessing the life cycle of a company. The horizontal dimension
aims to improve the efficiency of the various activities that are integrated into the overall
strategy, such as production, sales, and maintenance, which all have an impact on efficiency
measurement. In the vertical dimension, all measures are combined to achieve strategic
objectives at every level of the organizational hierarchy, from top to bottom. (Neely et al.
2005)

In the context of PMS, various levels of performance can also be examined. Neely et al.
(2005) have proposed three levels of performance measurement: operational, tactical, and
strategic. Based on these, appropriate measures can be selected for each level to assess
performance. At the operational level, measures are often distributed into quality, time, or
cost accounting measures and the system is subsequently constructed based on these
operational-level measures. At the tactical level, there is a set of indicators comprising
numerous individual measures, which are designed to monitor the overall performance of
operational activities. (Neely et al. 2005) Tactical measures often reflect short-term
manufacturing aspects, indicating the effectiveness of operational initiatives in achieving
internal operational competencies to improve competitiveness. These measures include
factors like delivery time, inventory level, productivity, and customer satisfaction. (Bendoly,
Rosenzweig & Stratman 2007) The strategic level monitors the achievement of operational
objectives and their impact on the operational environment. The strategic level examines the
overall relationship between actions, measures, and the operational environment. (Neely et

al. 2005) In other words, long-term positioning, and decision-making, such as capacity
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planning and mill location, are strategic issues, while short- and medium-term operational
decisions, like production scheduling and inventory management, are tactical issues.
(Bendoly et al. 2007)

The studies have identified two critical factors related to the content and structure of the
PMS, which are integrity and implementation. (Bititci, Carrie & McDevitt 1997; Garengo et
al. 2005) Many researchers, as well as a variety of business stakeholders, have explored the
conditions that facilitate the development of integrated PMS (Bourne, Neely, Mills & Platts
2003; Pun & White 2005; Ferreira & Otley 2009). These studies have sought to identify
criteria for choosing the best measures that comprehensively cover different parts of
organizational performance while ensuring that they are aligned with company strategies
(Giovannoni & Maraghini 2013). Ferreira and Otley (2009) as well as Chenhall (2005) have
even theorized that PMSs, by their very nature, should play an integrating role, which means
that they should bring together the different parts of a company in line with its strategy.
Chenhall (2005) adds that PSM would therefore ideally be able to harmonize the various
activities of the company, so that performance could be measured from many different
aspects and measures could be brought onto the same reporting platform for utilization by
all the necessary parties. Reporting platform in this context refers to the system utilized for

generating, gathering, and managing reports. (Chenhall 2005)

While there are numerous advantages linked to integrated PMS, as evidenced in the
literature, there is also considerable evidence indicating the presence of various challenges
during their development process. (Lillis 2002; Bourne et al. 2003). Challenges include, for
instance, the task of translating all relevant aspects of organizational performance into a
unified set of financial and non-financial measures and objectives. (Wouters & Wilderom
2008; Ferreira & Otley 2009). Another challenge involves the effective integration and
presentation of performance data covering various periods across multiple years (Ngrreklit
2000). On the other hand, integrated PMS must address the need to attain agreement and
ensure a comprehensive understanding of the various measures among all stakeholders
(Banker, Chang & Pizzini 2011). However, the challenges arise from the heterogeneous
nature of stakeholders, as they possess diverse preferences and priorities (Ojiako, Chipulu,
Marshall, Ashleigh, Maguire, Williams & Obokoh 2015; Chipulu, Ojiako, Marshall,
Williams, Bititci, Mota, Shou, Thomas, Dirani, Maguire & Stamati 2019). Challenges may

occur in connection with the purpose of performance measurement, the aspects being
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measured and the rationale behind it, the target audience for the measurement, the
implementation of measures throughout the organization, and the reporting process (Ojiako,
Bititci, Marshall, Chipulu, Manville, Muthalagu & Farrington 2023).

When assessing the challenges associated with integrated PMS from a managerial standpoint
it becomes apparent that the prevailing problem is often the selection of too many indicators.
This leads to a challenge in monitoring the indicators, which negatively affects overall
efficiency and time use. Hence, the critical task is to select the most relevant performance
indicators for analysis, with the aim of optimizing the advantages derived from their
monitoring. (Carlucci 2010) It can be asserted that the implementation of an integrated PMS
poses certain challenges, necessitating the consideration of various factors to confirm its full
integration. Consequently, there remains a substantial need for ongoing development efforts
in the realm of integrated PMS. At its best, a successfully implemented integrated PMS can
offer significant benefits, by enhancing the monitoring and evaluation of organizational

performance. (Giovannoni & Maraghini 2013)

3.2 Key Performance Indicators

After determining the Performance Measurement Systems (PMSs), a closer examination of
the Key Performance Indicators (KPIs) can be undertaken. As noted earlier, KPIs serve as
the foundation of the PMSs and they are, therefore, crucial in assessing the performance of
a company (Rodriguez et al. 2009; Liu, Meng, Mingers, Tang & Wang 2012). KPIs can be
used to conclude information and explore the best way to attain an organization's targets. In
a business environment, KPIs are usually quantitative data, and they illustrate the structures
and processes of a company. In the contemporary context, KPIs hold significant importance
in planning and monitoring, as they facilitate communication and create transparency.
(Badawy, Abd EI-Aziz, Idress, Hefny & Hossam 2016) According to Cox, Issa, and Ahrens
(2003), KPIs can also be thought of as a kind of methodology utilized by management to
assess the performance of the company, in practice its employees, in a certain task. These
evaluations often compare actual and estimated performance regarding efficiency,
productivity, and quality. (Cox et al. 2003)

It can be concluded that in the domain of business development and management, the

utilization of KPIs is crucial for comprehending performance and making decisions. KPIs
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enable well-informed decision-making, ultimately enhancing an organization's capacity to
adapt, evolve, and achieve success in the dynamic business environment. KPIs may differ
across sectors but they are often aligned with sector-specific standards. However, KPIs
cannot be set solely based on industry standards without considering business needs. (Bishop
2018) Bishop (2018) together with Uddin, Popesko, Papadaki, and Wagner (2021) also
points out that although KPIs are used in almost all companies and in different parts of the
company, they are usually not well understood, and their full potential remains unrealized.
This can be associated with various aspects, such as the reporting and presentation of KPIs,
and the question of whether KPIs successfully measure what they are intended to measure.
(Uddin et al. 2021)

Upon closer examination of the financial KPIs, their primary purpose is to reflect an
organization's ability to generate a good return on its assets and create value. Often financial
KPIs focus on the top level of the organizational hierarchy, and they are typically used by
the top management. Financial KPIs are widely used, especially in strategic planning, and
can thus be regarded as the foundation of a company's operations. Financial KPIs can be
utilized to compare the performance of different departments of the company and, on the
other hand, to compare financial performance across different companies. (Galar, Parida,
Kumar, Baglee & Morant 2012) The financial KPlIs of a company hold significance not only
for those directly associated with the company, such as management, owners, and
employees, but also for those indirectly connected to the company, including partners,
creditors, and the media (Kotane & Kuzmina-Merlino 2012).

In general, it can be stated that KPIs are most often referred to in the context of performance
measurement, as they concentrate on the organizational performance aspects that are most
essential for both present and future success (Ishaq Bhatti, Awan & Razaq 2014). However,
according to Parmenter (2020, 55), there are in fact four types of performance measures:
KRIs, RlIs and Pls, and KPIs, which are illustrated in Figure 6. on the next page. As
demonstrated in Figure 6., it becomes apparent that KPIs constitute only a fraction of the

total performance measurement framework.
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Figure 6. The four types of performance measures (adopted from Parmenter 2020, 55)

Key Result Indicators (KRIs) offer the board a comprehensive overview of the company's
performance, which is why they are also known as Board KPIs. Results Indicators (RIS)
provide management with insights into how teams cooperate to achieve results. Performance
Indicators (PIs) that are frequently discussed as the second most common, communicate to
management what teams are delivering. Lastly, KPIs, also recognized as operational KPIs,
offer insights into how the organization is performing around the clock, on a daily or weekly
basis, concerning critical success factors. These different types of measures also follow the
10/80/10 rule for their quantity, which suggests that companies should employ
approximately 10 KRIs, 80 Pls and RIs combined, and 10 KPIs. It is important to note that
these figures represent upper limits, and in many situations, a smaller number of measures
may suffice. (Parmenter 2020, 54-56)

3.2.1 Characteristics of KPIs

KPIs can be examined by considering their characteristics, which primarily concentrate on
the definition of KPIs. It can be stated that effective KPIs are measures that can be used to
predict business processes, understand cause-and-effect relationships, and facilitate further
process improvement. However, identifying effective indicators can be difficult, as often
finding the right characteristics of indicators is a time-consuming process. Choosing the right
indicator can take several months, as the company needs to clarify whether data is available,

determine the need for the indicator, and listen to employee feedback on suitable indicators.
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(Badawy et al. 2016) Parmenter (2020, 62-63) and Eckerson (2011, 209-212) have compiled

twelve characteristics that cover most types of organizations in both the public and private

sectors. The characteristics and their definitions are shown in Table 2.

Table 2. Characteristics of effective KPIs (adapted from Parmenter 2020; Eckerson 2011)

Characteristic

1. Sparse

2. Drillable
3. Simple

4. Actionable
5. Owned

6. Referenced

7. Correlated
8. Balanced

9. Aligned

10. Validated

11. Regulated

12. Distributed

Definition
There should not be too many KPIs, usually less is better.

Users need to be able to drill down into the details of KPls.

All employees comprehend the KPIs and what corrective action
IS needed.

Users need to know how they can influence the outcomes
obtained.

KPIs have an owner and they are acted upon by both the CEO
and the management team.

Users should have the capability to review the origin and context
of KPls.

KPIs drive the desired results and encourage suitable action.

KPIs comprise both financial and non-financial measures.

KPIs should not conflict with each other or measure identical
aspects.

Employees cannot avoid responsibility in relation to KPIs.

KPIs are measured regularly, around the clock, on a daily or
weekly basis.

All teams in the company are responsible for the KPIs and the
necessary actions.

The characteristics of KPIs outlined by Parmenter (2020, 62-63) and Eckerson (2011, 209-

212) can be thought of as quite broad and universal, allowing for their applicability across

various industries. These characteristics are intended to help identify the most appropriate

KPIs, enabling meaningful monitoring. According to Pérez-Alvarez, Maté, Gomez-L6pez,

and Trujillo (2018), efficient monitoring of business performance is facilitated by the

previously mentioned performance measurement systems, furnishing information on
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multiple KPIs simultaneously. However, despite the presence of performance measurement
systems, business monitoring remains a challenge, often attributed to the substantial volume
and high speed of data to be processed. One solution for more adaptive monitoring of KPIs
involves the utilization of dashboards, as they present the most relevant information from a
large amount of data gathered from multiple sources. They also offer a comprehensive
overview of KPIs in one place, while providing detailed information that facilitates

continuous monitoring of KPIs. (Pérez-Alvarez et al. 2018)

3.2.2 Categorization of KPIs

In addition to the characteristics of KPIs, Lavy, Garcia, and Dixit (2010) have argued that
KPIs should be properly categorized to represent a wider range of applicability and potential
use. They also propose that KPIs should be categorized in a manner that enables their
utilization for both the overall evaluation of performance and the evaluation of specific areas.
(Lavy et al. 2010). Kang, Zhao, Li, and Horst (2016) emphasize that organizing KPIs into
logical categories is crucial for identifying key relationships among them. Therefore, it is
essential to categorize KPIs into an adequate number of clearly distinguishable categories.
(Kang et al. 2016) It can be noted that a broad scale of indicators has been developed in the
previous literature, but some of them are unusable because they have not been properly
categorized. For instance, if management is concerned about the short-term financial
situation of a company, they need to be able to distinguish it from the long-term financial
situation, as these reflect two different situations. This differentiation is crucial for making
informed decisions based on the specific temporal context, ensuring a comprehensive
understanding of the company's financial health across various time frames. The distinction
here implies that KPIs should be categorized into two perspectives based on the duration of
the monitoring period. The categorization should therefore allow management to select the
KPIs that are most relevant to them. (Douglas 1996; Ho, Chan, Wong & Chan 2000; Gumbus
2005)

The literature revealed that there isn’t a singular method for categorizing KPIs, as the
distinction often depends on the specific context and the selected approach (Dominguez,
Pérez, Rubio & Zapata 2019). The literature has underscored that a fundamental factor

influencing these categorizations is the industry of the company. Companies across various
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industries employ diverse KPIs to understand aspects such as enhancing company value,
attaining objectives, and ensuring customer satisfaction. Certain KPIs differ between
industries, while others remain consistent irrespective of the industry. (Lavy et al. 2014) The
examples of categorizations in the next paragraph illustrate the extensive diversity in
categorizing methods, which primarily differ on the sector where the company operates. This
basically means, that what may be a suitable categorization for one company, it may not be

appropriate for another.

The above shows, that there are different ways to categorize KPIs. In the following, some
researchers have presented their distinct perspectives on the nature of categorization. These
diverse categorization approaches aim to illustrate the flexibility in categorizing KPlIs,
depending on the specific context. (Lavy et al. 2014) Augenbroe and Park (2005) separate
the indicators into four categories, which are 1. energy, 2. lighting, 3. thermal comfort, and
4. maintenance. These are of course categories that are better suited to the manufacturing
industry, where consumption of these factors is also higher. Augenbroe and Park (2005) for
example find that the efficiency of procurement and facility maintenance has been shown to
contribute effectively to strategic decision-making. According to Zhu, Johnsson, Mejvik,
Varisco, and Schiraldi (2017), KPlIs utilized in the process industry can be categorized into
three main groups: 1. production, 2. quality, and 3. energy processes. KPIs for the production
process encompass lead time and technical efficiency. KPIs of the quality process include
quality ratio, ratio of actual to planned wastage, and finished product ratio. The overall
energy consumption is the KPI for the energy processes. (Zhu et al. 2017) Hinks and McNay
(1999), on the other hand, classify performance indicators into eight categories that are
applicable to a wide range of organizations. These categories are 1. business benefits, 2.
equipment, 3. space, 4. environment, 5. change, 6. maintenance & services, 7. consultancy,
and 8. general. Authors argue that the categorization of KPIs helps their generalizability and
comparability so that they can be applied more widely, regardless of the industry. (Hinks &
McNay 1999)

Kaplan and Norton (1996) categorize KPIs according to four basic principles, which are 1.
financial, 2. customer, 3. internal business process, and 4. learning and growth. These
principles and related indicators are shown in Figure 7. on the next page. The division into
these four categories means that organizations should formulate a strategy map that defines
the strategic objectives in each category while showing how they relate to each other. This
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enables companies to gain insights into the factors propelling them to achieve their
objectives. (Kaplan & Norton 1996) The categorization of KPIs into distinct groups also
aligns with the consideration of four different aspects of business, commonly known as the
Balanced Scorecard. This is the model developed by Kaplan and Norton (1997), which is a
globally recognized strategic management system. The model implies avoiding dominant
indicators in every four perspectives. In addition, there should be a suitable balance between
leading and lagging indicators, financial and non-financial indicators, and indicators for

external and internal stakeholders. (Kaplan & Norton 1997)
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Figure 7. Balanced Scorecard (adopted from Kaplan & Norton 1996)

According to Eckerson (2009), there are two categories of KPIs that apply to all companies,
regardless of their industry. These two categories are outcome KPIs and driver KPIs.
Outcome KPIs, also known as lagging indicators, measure past performance. They are
typically financial indicators, but not always. Examples of outcome KPIs involve revenue,
operating margin (EBITDA), return on equity (ROE), employee retention, and customer
satisfaction. In turn, driver KPIs, also known as leading indicators, measure factors that have
a considerable influence on the outcome KPIs. Leading indicators measure performance in
its current and future state. A concrete illustration of leading indicators could be the
estimated number of customer meetings, providing a practical example of a measure that

precedes and influences broader business outcomes. Driver KPIs are often more effective
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because they give individuals and management more time to adapt behaviour to affect the
desired outcome. (Eckerson 2009) Also Parmenter (2020, 86-88) as well as Kaplan and
Norton (1997) argue that KPIs can be reliably categorized as outcome KPIs (lagging
indicators) and driver KPIs (leading indicators). According to Chan and Chan (2004), KPlIs
can be separated into objective and subjective performance indicators. Objective indicators
are based on quantitative data derived from the company's performance or activities.
Subjective indicators, conversely, rely more on the estimates of the factors to be measured.
Subjective measures often capture people's experiences, feelings, and opinions, which the

organization can use to improve its performance. (Chan & Chan 2004)

3.2.3 Creating and selecting KPIs

Creating and selecting effective and relevant KPIs have become necessary and even more
critical in today's competitive business environment. The creation of effective KPIs is crucial
for the success of any business, facilitating prompt responses to changes and readiness for
forthcoming transformations. (Popova & Sharpanskykh 2010). Selecting appropriate KPIs
is a difficult task as it involves many aspects such as business objectives, business strategy,
modelling of KPIs, measurement, analysis, and reporting of KPIs. Because of this companies
tend to rely on managers or another senior executive to select and monitor appropriate KPIs.
(Dominguez et al. 2019) However, the process of selecting indicators is often complex, and
its effectiveness relies not just on the model employed but also on the decision maker's

expertise (Franceschini et al. 2007, 82).

To determine an appropriate number of relevant KPIs for a company's operations, the
literature recommends establishing criteria for evaluating and selecting the most significant
KPIs (Podgorski 2015). Authors such as Shahin and Mahbodi (2007) as well as Edwards and
Barron (1994) have recommended the set of criteria known as SMART for the evaluation
and selection of KPIs. The acronym stands for Specific, Measurable, Achievable, Relevant,
and Time-bound, and these illustrate the criteria of KPIs. Other criteria have also been
suggested in the literature, but studies have found that the content of most these criteria is
still largely consistent with the SMART criteria. The characteristics of effective KPIs listed
by Parmenter (2020, 62-63) and Eckerson (2011, 209-212) also replicate these SMART

criteria. Similarly, for instance, Kjellén (2009) and Rockwell (1959) confirm that reliable
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indicators are those that can be quantified and are valid. However, they add that the
indicators should be representative, cost-effective, and understandable and they should have
minimal variation with a measurement made under the same conditions. (Kjellén 2009;
Rockwell 1959) Carlucci (2010) also concurs that the selection of indicators should consider
the following attributes: relevance, reliability, comprehensibility, and representativeness. In
addition to these, the author also stresses the comparability and consistency of the indicators.
Representativeness in these contexts refers to a measure chosen to accurately reflect a
broader concept or trend. Such an indicator offers insight into the overall performance or

characteristics of a system or process. (Carlucci 2010; Kjellén 2009)

The criteria for selecting KPIs also depend on their intended use, implying that the
significance of KPIs varies depending on the nature of the activity being measured and the
subjective perception of the users. (Vukomanovic & Radujkovic 2013). For instance, when
measuring the performance of processes to achieve quantifiable outcomes, the criterion of
measurability may be the most important. However, if KPIs are selected to indirectly indicate
the progress of activities towards an objective that is challenging to quantify, it becomes
crucial to ensure that these KPIs are closely aligned with that specific objective. An example
of this is the skills acquired by employees during training. (Podgorski 2015) However, as
noted by Podgorski (2015), the common feature of criteria-based selection for KPIs is its
intention to simplify the measurement system. This differs, for instance, from the
aggregation of indicators, where the value of top-level performance indicators reflects the
values of all the underlying sub-indicators. Simplification of the measurement system aims
to reduce the administrative workload and the costs involved. This approach allows for a
concentrated focus on a limited number of KPIs, eliminating the need to measure every

potential indicator. (Podgorski 2015)

Often when the literature examines the criteria of KPIs and the selection process based on
them, multi-criteria decision-making (MCDM) is also included. This provides decision
makers with the essential tools to select the most suitable indicator from numerous
alternatives. (Celikbilek & Tuysuz 2020) There are several MCDM methods that can be
utilized for the selection of KPIs from a given set of indicators. The most used methods in
the literature include the Analytic Hierarchy Process (AHP) and the Technique for Order
Preference by Similarity to Ideal Solution (TOPSIS). (Podgorski 2015) The AHP method
was developed by Saaty (1987), and the purpose of the method is to assign different levels
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of importance to the criteria defined, and then compare and rank the decision alternatives in
relation to these criteria. While the AHP method is relatively simple to use, several
applications of this model have been presented and they can be applied to decision-making
and problem solving in many areas of economics, science, and technology. (Saaty 1987) The
TOPSIS method was developed by Hwang and Yoon (1981, 59), and it can be used for
problems with many criteria and alternatives. The model aims to improve the gap between
actual and target values and to find the best options to achieve the desired values, considering
the different dimensions and criteria. (Sun 2010; Chitsaz & Banihabib 2015) One of the most
recent models for KPI selection is the enterprise analysis model (EAM) developed by
Kaganski, Eerme, and Tungel (2019). This model aims to optimize the selection of KPIs by
reducing time, costs, and other necessary resources. EAM is based on analyzing the company
and understanding the critical factors in its operations. It helps to simplify the selection of
KPIs, as it reduces the amount of data and optimizes the flow of information. (Kaganski et
al. 2019)

The models described above are intended to provide insight into the selection process that
can be involved when choosing KPIs for a company. The models serve a crucial role in
illustrating the steps companies can take to acquire the appropriate set of KPlIs tailored to
their specific needs. These models partially represent a more intricate and theoretical
approach to selecting the appropriate KPIs for each situation. Correspondingly for example,
Bishop (2018) and Collin (2002) have mentioned in their research some more practical issues
that should be considered when creating and selecting KPIs. According to them, the

following principles should be considered.

e The quantity of KPIs to be created

e The frequency of KPI measurement

e Establishment of goals for the selected KPIs

e Manageability and controllability of KPIs

e Differentiation between departmental and company-wide KPIs
e Infrastructure to support the created KPIs

o Defining the purpose for each created KPI
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All the above elements should be adopted in detail for creating perceptive and valuable
indicators. The quantity of KPIs refers to the fact that they should be set only for critical
activities because excessive, or overly complex KPIs can unnecessarily consume a
company's valuable resources (Collin 2002). According to Hinks and McNay (1999), there
should be no more than four to six KPIs, which are linked to a maximum of five or six
business objectives. Slater, Olson, and Reddy (1997) argue in their study, that the amount of
KPIs should be kept at a minimum of seven and a maximum of twelve to reliably assess
company performance. Kaplan and Norton (1996) propose that the amount of KPIs should
not exceed twenty, while Franceschini, Galetto, and Maisano (2019, 148) recommend
maintaining a range of three to fifteen KPIs.

The frequency of KPI measurement is determined by management, which typically takes
place on a daily, monthly, quarterly, or annual basis. All measurement intervals have their
importance, as a daily measurement for example assists management to improve the
performance of teams and work culture, but conversely, the progress of processes may not
be visible in a week or a month. (Parmenter 2020, 62; Bishop 2018) Management must
establish goals for the selected KPIs. Sometimes it can be challenging to identify areas for
development, but it is still crucial to set appropriate and achievable goals. Goals must be
aligned with the strategic objectives, and they should be realistic, but enough challenging to
enable the business growth. (Chen 2008) The terms manageability and controllability
suggest that KPIs should avoid measuring factors outside the control of the company, such
as environmental factors. Furthermore, KPIs should be future-oriented rather than focusing
on the past. (Bishop 2018)

Most organizational reporting today is retrospective, focusing on past occurrences such as
the previous month, quarter, or year. While this historical information is valuable, its utility
could be enhanced by incorporating a forward-looking perspective. Decision makers often
leverage past data to assess the probable future scenario. Ideally, KPIs should encompass
insights that enable more accurate predictions of year-end values based on past performance.
(Schrage & Kiron 2018) In many cases, basic information on past trends in KPIs can be used
well to forecast the future. While more sophisticated algorithms exist for precise future
predictions (Shoukourian & Kranzlmudiller 2020), they are not imperative when identifying
primary trends suffices. In situations where future predictions are desired, existing data can

be utilized to forecast dependent values. For instance, the number of working days and
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scheduled equipment maintenance can forecast production capacity, or planned vacation
days can predict staffing needs. Hence, the addition of even a simple forecasting capability
to KPIs can provide decision makers with a powerful tool for future strategic planning and
driving business success. (Larson 2015; EI Mazgualdi, Masrour, ElI Hassani & Khdoudi
2021)

The differentiation between departmental and company-wide indicators suggests that
measurement at the organizational level alone is unlikely to be sufficient. Medium and large
companies often have many departments, which makes departmental measurement
appropriate. (Bauer 2004) If a company fails to achieve its goals, evaluating which
department requires improvement becomes challenging when KPIs are measured at the
organizational level. In the case of small companies, this breakdown may not be as
imperative. Although a comprehensive performance assessment is recommended,
incorporating departmental indicators is essential. The overall performance of the company
will only improve if employees perform well in all departments. (Bishop 2018) The
supporting infrastructure for the created KPIs is very significant today, primarily due to the
enormous volume of data available in various formats across companies. It is fundamental
for the company to ensure the availability of adequate data, necessary resources, and
appropriate infrastructure for monitoring KPIs (Collin 2002). The infrastructure must
possess sufficient qualifications or otherwise, reporting and communicating KPIs will
become much more challenging. If the investment in infrastructure surpasses the benefits, it

undermines the entire purpose of KPIs. (Eckerson 2009; Kruglov et al. 2021)

Defining the purpose for each created KPI is crucial to understanding what each indicator
measures. Defining KPIs also assists a company in evaluating its performance, thereby
enhancing its potential for success. Regular performance evaluations contribute to process
improvement, increased efficiency, and the assurance of future profitability. Managers
should strive to identify development points according to business needs. Before developing
KPIs, the organization should first identify the necessity for each indicator and understand
their role in defining the company's strategic planning. (Badawy et al. 2016; Chenhall 2005;
Franceschini et al. 2007, 19) Collin (2002) adds that the KPIs should focus on a critical
examination of the company's results or outcomes and the reasons that impact them. The

company should also select “major indicators" to be used systematically, as their value is
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based on their consistent use across different projects. Furthermore, the indicators selected

must be continuously developed to meet current needs. (Collin 2002)

After conducting an extensive exploration of the most relevant topics through various
literature sources, the empirical part of the thesis can be entered, enabling observation and
implementation of these concepts in practice. The literature section sought to highlight the
development of KPIs reporting by discussing aspects of their selection. It provided insights
into how reporting contributes to effective management decision-making. Additionally, it
explored the factors influencing the usability of reporting, especially from the perspective of
KPIs monitoring. The purpose of the empirical part is to investigate how reporting enhances
decision makers' ability to interpret and utilize information provided by the KPIs. Similarly,
the aim is to improve the clarity of reporting and analyse its impact on informed decision-
making. This will provide insights into how reporting practices can be optimized to support
organizational performance. The empirical section focuses specifically on the considerations
required when measuring organizational performance, highlighting its crucial role in the

overall functioning of the organization.
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4 Implementation of the empirical research

Before delving into the empirical part of the study, this chapter introduces the research
material used in this study. The chapter explores the collected research data and defines the
methods for its collection, meaning that how and where data was collected. Additionally, the
chapter outlines the typical characteristics of a thematic interview. The primary objective of

this chapter is to clarify the process of data analysis applied to the interview data.

4.1 Research method and research data

The research carried out in this thesis has been conducted using a qualitative research
method. Qualitative research methods are typically used to examine causal relationships
between events (Metsdmuuronen 2008, 14). Therefore, it is also well suited for examining
the factors related to the development of reporting in Power BI, within a single case
company. Furthermore, qualitative research is a justified choice, as the research aims to
interact with the interviewees and hear their views, which is typical for qualitative research
(Hirsjarvi & Hurme 2015, 28). Saunders, Lewis, and Thornhill (2016) emphasize that
qualitative data are based on meanings expressed in spoken words. Among qualitative
research methods, this study is conducted as action research, which aims to influence the
subject of the research, its activities, or the environment in a way that improves and enhances
them. Action research is based on a combination of theory and practice (Kemmis, McTaggart
& Nixon 2014), making it well suited to this research. Action research is like a process that
starts with identifying and acknowledging a problem, followed by the development and
reflective implementation of a plan. The implementation of the plan is monitored and
evaluated, leading to its modification if necessary. (Lewin 1946) The aim of this thesis is to
analyse the development of reporting practices and to implement concrete improvement
suggestions, such as enhancing the reporting layout and selecting the appropriate set of KPIs.

The action research is therefore particularly suitable for this purpose.

The research data has been collected through semi-structured interviews, using thematic
interviews as the interview type. According to Vilkka (2021, 100), thematic interviews are

well suited for data collection, as the topics of the interviews are predefined, but the format
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and order of questions do not follow a strict order. In addition, thematic interviews allow for
rich communication between the interviewer and the interviewee. According to Hirsjéarvi and
Hurme (2015, 48), the preparation of thematic interviews requires a lot of familiarity with
the topic to achieve the research objective. This is also true for the thesis, as a comprehensive
overview of the reporting had to be created before the interview questions were formulated.
In this thesis, the research data is analysed following Alasuutari’s (2011, 35-38) three-step
analysis approach; familiarisation with the data, reduction of observations, and solving of
enigma. The first step is to form an overall picture of the content of the data, which takes
place during the data collection phase. After the interviews are recorded, they are transcribed
into an explicit format, which the researcher goes through several times to identify the most
relevant themes for the study. The final stage is analysis, which intends to interpret the data

to answer the research questions, and to identify the most relevant findings.

Along with thematic interviews, old reporting tools and templates are used as research
material, because these also provide useful information for the development of the new
reporting platform. The old reporting tools and templates refer to the existing reporting
methods such as Excel and PowerPoint, which also serve as the basis for the new Power Bl
reporting platform. Utilizing old reporting templates and their data in research offers insight
into the company's reporting practices, their historical development, and their influence on
decision-making. These templates reveal the KPIs featured in current monthly reports, their
past reporting methods, and their calculation practices. Access to KPI-related data assists
modifications to the current reporting template. Furthermore, in the development of
reporting in Power BI, the existing data model is used to implement KPIs. Overall, the
methodological use of old reporting tools and models in the study focuses on analysing and
interpreting them regarding KPIs reporting. This involves comparing the new reporting
platform under development with the previous ones to determine differences and similarities
and assess their impact on decision-making and business evaluation. Additionally, the

suitability and potential limitations of old and new reporting procedures will be evaluated.

The material from the interviews was also examined and evaluated using content analysis.
Content analysis involves examining the material systematically and objectively. It is like
textual analysis, which deals with material that is already in textual form or has been
transformed as such, as in this study. Content analysis is a useful method for examining the

material from the interviews, as it aims to provide a summarized description of the
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phenomenon under study while linking the results to a broader context and previous research
findings. (Tuomi & Sarajarvi 2018, 117-118) The content analysis of the interviews was
conducted by the insights derived from the theoretical part of the thesis, to identify and
explore similar themes within the interviews. The interviews were employed to validate the

credibility and applicability of the theoretical framework.

4.2 Implementation of the research and data analysis

A total of nine employees from the case company participated in interviews for this Master's
thesis. The interviewees primarily consist of directors (7) concerning various management
roles within the company. Additionally, a few controllers (2) from the financial department
were interviewed, as they are responsible for the available data and play a crucial role in the
implementation of KPIs. Two different sets of questions (Appendixes 1. & 2.) were
constructed for the thematic interviews. The first set of questions is aimed at people working
in management positions in the company. The second set of questions is intended for
controllers who are responsible for the implementation of the KPIs. The themes of the
interview questions for management were the background of the interviewee, current
financial KPIs, possible new financial KPIs, improving reporting through selected KPlIs,
clarity and the visual appeal of the report, and the future of reporting. The themes of
interview questions for the financial department were the background of the interviewee, the
general perception of the reporting, practical implementation of the KPIs, and overall

expectations.

The interview gquestions were based on previous studies on performance measurement, KPIs,
and management reporting. Some of the interview questions were more specific to the case
company. The interview frameworks can be found in Appendix 1. and 2. The interviews
primarily concentrated on managers' evaluations of KPIs and their overall perspectives on
effective reporting. The focus of the interviews was on how to clarify the monthly reporting
to improve the monitoring of KPIs. The interviews sought to find answers to questions such
as what people are satisfied with the current reporting and what changes are expected from
the new reporting. Before the interviews were conducted, conclusions were drawn from the

theoretical literature on how to improve reporting. The interviews aimed to gain internal
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insight into how reporting could be tailored to meet the specific needs of the case company,

thus providing a comprehensive understanding of the areas for improvement in reporting.

The interviews were conducted in early 2024, after an extensive theoretical foundation based
on previous literature, which led to the formulation of relevant interview questions. The
interview framework was provided to the interviewees beforehand to ensure efficient use of
their time. This allowed the interviewees to prepare for the interview, assuming that the
interview questions would be answered more completely. Providing the interview questions
in advance could enhance the effectiveness of this type of interview. The focus was not on
spontaneous responses but rather on gathering insights into the long-term development of
reporting. The interviews were intended to be casual and conversational, with additional
questions asked as needed to clarify any emerging issues. This approach facilitated the
informal expression of thoughts by the interviewees, allowing for a broad range of responses
and views based on personal experiences without limiting their input. Before each interview,
participants were informed that the interview material would be used only for this thesis and
that interview results would be presented anonymously. Presenting the results of the
interviews anonymously enhances the reliability of the thesis by providing interviewees the
freedom to express their views more openly. The background of the interviewees and

interview details can be seen in Table 3. on the next page.
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Position

Senior Vice
President

Senior Vice
President

Executive Vice
President

Senior Vice
President

Senior Vice
President

Executive Vice
President

Senior Vice
President

Business
Controller

l. Controller

Job
description

Responsibilities encompass financial strategy and
digitalization of [certain] division. Presently, the
emphasis in the role is primarily on financial
performance. Digitalisation is part of the
administrative responsibility.

The main responsibility is group's internal accounting
and business controlling. Other duties include the
group's external reporting, annual reporting, ESG

reporting, and stock exchange releases
for financial information.

Responsible for the group's strategy and sustainability,
including capital allocation, and the execution of
various projects. This encompasses corporate affairs,
regulatory compliance, as well as working with the
government.

Responsible for leading a group's transformation
program focused on enhancing the company's
performance. The aim is to ensure the company's
financial stability and promote a culture of continuous
improvement in daily operations.

Responsible for managing group's investor relations
and ensuring that the company's strategy, vision,
business development and related information are

communicated transparently to the market.

Head of [certain] division, responsibilities include
strategic planning and business monitoring, such as
investment decisions, cost structure analysis, and
identifying growth opportunities. Daily activities
involve reporting meetings and business reviews.

Leading a one business unit in [certain]
division of the company. Responsible for the sales
and opertations of this unit, including full PnL (profit
and loss) responsibility for the products
of this business unit.

Responsible for providing reporting to the
management of [certain] division, involving
consolidation of reports from mills, sales companies,
and business units. Accountable for generating the
reporting for both division and group management.

The primary responsibility is to provide reports to the
management of [certain] division. Responsible
specifically for reporting, monitoring and budgeting of
SG&A and fixed costs.

Work
experience

Experience in consulting, business controlling and
financial management in general for 20 years, with
roughly 10 years in management roles. Has been
with the company for over 10 years.

Ower 35 years of experience in financial
management, particularly in controlling within the
company. Worked in various management postions
for the last 25 years.

Experience in various financial, strategy and IT
roles. Worked in several management positions over
the past 20 years. Has been with
the company for 6 years.

Experience in financial management, including
controlling and treasury finance. Over 10 years of
experience in management roles. Has been with the
company for over 20 years.

Experience includes roles as an investor relations
manager and stockbroker. Over 20 years of
international experience working with investors. Has
been with the company for over 2 years.

Experience in areas such as fundraising, group
finance, sales and strategy management. Held
various management roles, such as Group Finance,
Business unit, and Divisional Director. Has been
with the company for the past 30 years.

Experience in IT industry, business controlling,
financial and strategic planning as well as business
development. Worked in several management roles
over the past 20 years. Has been with the company

for nearly 20 years.

Experience in financial analytics,
group reporting, business controlling and related
financial management tasks. Has been with the
company for nearly 20 years.

Experience in financial management, primarily
in controlling and sales related functions. Has been
with the company for nearly 7 years.

Duration

1 hr 10 min

30 min

50 min

40 min

1hr

40 min

1hr

Date

Feb 8, 2024

Feb 9, 2024

Feb 9, 2024

Feb 15, 2024

Feb 19, 2024

Feb 21, 2024

Feb 28, 2024

March 8, 2024

March 8, 2024

Interviews with the management were conducted privately between the interviewee and the

interviewer. The interview with the controllers was conducted as a group interview,

supplemented by individual clarifications with each interviewee. This approach was chosen

due to the collaborative nature of the controller’s work and their shared responsibilities.

Furthermore, the presence of a more experienced controller facilitated deeper insights and

discussions during the team interview. According to Chrzanowska (2010), group interviews

offer different perspectives and experiences that enrich responses and understanding. They

also clarify the division of work, which is useful when looking at organizational dynamics.
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(Chrzanowska 2010) All interviews with management and controllers were conducted
remotely using Microsoft Teams. Permission was requested from all interviewees to record
the interview. The interviews were recorded for transcription to make the most efficient use
of the interview material and avoid misunderstanding afterwards. After transcription, the
responses were structured according to the themes of the interview questions, allowing for
more competent use in compiling the research findings. The interview material was refined
to ensure clarity and formality before presenting the findings. Occasionally direct quotes
from interviewees were incorporated into the text. Tables were utilized to systematically

present the interview data and to reinforce the illustration of key findings.

Data analysis was conducted by first reviewing the findings that arose from the interviews.
The findings were categorized into themes to effectively address the research problem
(Vilkka 2021, 100). It is important to highlight that the themes of the interviews are not the
same as the theming of the data resulting from the analysis (Hirsjarvi & Hurme 2015, 49).
The specific themes became evident only upon thorough analysis of the interview material.
The first theme identified was the clarification of KPIs, which involves specifying the KPIs
being monitored and gaining a comprehensive understanding of them. This encompasses
continuous and goal-oriented monitoring of KPIs across all organizational levels. The
second theme identified underscored the importance of selecting KPIs tailored to specific
target groups within the organization, recognizing the diverse needs across different
organizational levels. The set of KPIs typically differs between the group and mill levels
mainly due to the relatively large size of the company. The third theme recognized was the
possibility to drill down into the underlying drivers of KPIs in reporting. This facilitates
proactive decision-making by providing insights into the reasons behind KPI variations. The
fourth major theme identified focused on the efficient reporting process. An efficient
reporting process entails minimizing the volume of monthly data to be reported while
enhancing automation. Lastly, the fifth theme identified highlighted the creation of a user-
friendly reporting platform for KPIs. This entails consolidating essential KPIs into a unified
reporting platform, where they are presented clearly and visually for easy comprehension.
Figure 8. on the next page illustrates the identified themes that emerged from the interviews.
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Figure 8. Identified themes from the interviews

After thematically analysing the findings from the interviews, the next step involved
translating the insights gained from the interviews into practical implementation. The
practical implementation indicates the application of information derived from the
interviews. In this thesis, practical implementation entails the final execution and
presentation of the interview findings through a Power Bl dashboard. If the requests arising
from the interviews, such as new indicators could not be immediately incorporated into the
dashboard, they were documented for consideration in future reporting developments. The
findings that emerged from the interviews were presented in a form that would also allow an
outsider to use them to develop their reporting. This involves for instance employing process
thinking, such as examining the criteria and procedures utilized for the selection of certain
KPIs. After creating the Power Bl dashboard, which included KPIs derived from interview
data, participants were consulted to ensure alignment with the case company's needs. Their
feedback was incorporated to refine the dashboard and assess its suitability. Regarding the
development of reporting, there was also active collaboration with controllers and those
responsible for the functionality of the Power BI report. Collaboration focused mainly on
determining the feasibility of meeting management's reporting requirements, such as

obtaining the necessary data for specific KPlIs.
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5 Developing the case company’s monthly reporting in Power Bl

The fifth chapter of the thesis constitutes the empirical part of the study, leveraging interview
material as the foundation for exploring the improvement of monthly reporting within a case
company. The insights gathered from interviews reflect the views of management and
controllers regarding the development of KPIs reporting. The analysis of the case company's
monthly reporting primarily involves identifying shortcomings and proposing ideas for
improvement. The key themes explored in this chapter involve improving KPIs reporting

practices and enhancing the clarity and usability of reporting within the Power BI platform.

It can be stated that currently, the monthly reporting does not meet all the requirements of
the specific division within the case company and there is a strong desire to change this. The
aim is to improve the clarity and user-friendliness of the reporting in Power BI, with a
particular focus on supporting the needs of management and their decision-making. It will
also be determined whether the current reporting framework includes all the necessary KPIs,
or whether a change is required in the currently selected KPIs. The chapter aims to provide
a comprehensive overview of the factors that support the reporting practices of the selected

KPIs from a strategic decision-making perspective.

Before delving into the results of the interviews, it is essential to clarify certain aspects of
the organizational structure of the case company, as this understanding significantly
influences result interpretation. The case company is structured into five distinct divisions,
with this study focusing on one of them. The divisions differ mainly based on different end
products or services. Furthermore, the division under review is divided into five different
business units. Separation into business units within divisions is based on even more detailed
product segments or other similar separation of functions. When the thesis refers to mills, it
means individual production plants controlled by business units of the divisions. When
referring to the group, it indicates the entire case company, including all its divisions. In
other words, this organizational structure reflects the different levels of the case company,
with the group at the top, followed by the divisions, then the business units within the
divisions, and finally the mills in different locations. From a reporting standpoint, the
divisional breakdown into various business units implies increased responsibility, as each

unit is accountable for its own Profit and Loss (PnL). It is important to clarify the
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organizational structure, mainly because the responsibilities of individuals will vary
accordingly, and the indicators will also vary at different levels of the case company.
Notably, all interviewees either belong nominally to the division in question or, if they are
not associated with a specific division, they operate under the group. To maintain anonymity,

the names of divisions or business units cannot be disclosed.

5.1 Current reporting of financial KPIs

The interviews revealed that the reporting of financial KPIs is currently based on data
coming through the consolidation tool, which is converted to the required format in Excel,
after which the key findings are presented using PowerPoint. The processing system
containing the data will be referred to as a consolidation tool, as requested by the case
company, to maintain its anonymity. This implies that the name of the system in use will
remain undisclosed. At present, Power Bl is not extensively utilized by this specific division
of the case company, but there is a growing interest in its broader adoption. At the group
level, Power Bl is more extensively utilized within the case company. For example, there
exists a platform for reporting KPIs in Power B, but its usage varies based on the individual's
role and responsibilities within the company. However, when interviewees were queried
about their general perception of Power Bl as a tool, the responses were largely positive,
indicating a consensus on the available potential of Power Bl that should be further explored.
Interviewees D and B mentioned for instance as follows:

“It works well and it's just a matter of definition, that power Bl displays exactly

what you define there, so you get the indicators there and then the question is

perhaps more about how well we have managed to define the right indicators
at different levels and then harness Power Bl to report them. ” (Interviewee D)

“l think it's a good system but according to my understanding, it is
underutilized, so the main tool for the company's management is still
documents produced in PowerPoint and of course, in financial management,
we also run a lot of Excel files and it is based very much on the fact that, for
example, Excel file is then linked to [the consolidation tool] and with retrieve
function, we look at the figures and make different tables and graphs.”
(Interviewee B)

During interviews with individuals in various roles, differences were observed in the
frequency and purpose of Power Bl usage. For instance, interviewee F utilizes Power BI to

monitor sales trends and other reports from the group. However, interviewee F primarily
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receives final figures monthly from the finance department. In this regard, the most crucial
information is transmitted via email or other channels, eliminating the necessity to retrieve
figures from any other system. Also, interviewee C utilizes Power BI relatively little, as
monthly figures are sent directly to email in PowerPoint format. If there is any data that
needs to be examined in Power Bl, it is typically at a monthly level (Interviewee C).

Interviewee A highlights that the challenge with Power Bl lies in its limited use for financial
monitoring in their division. Interviewee A utilizes Power Bl occasionally, such as reviewing
the group dashboard and comparing their division's performance against the group's. On a
weekly basis, interviewee A uses Power Bl to track sales, specifically order inflow.
Additionally, on a monthly and quarterly basis, interviewee A utilizes Power Bl to monitor
invoicing, as well as the progression of bad debts and overdue debts. However, referring to
the previous, interviewee A also adds that the monitoring of reporting in their division is

mainly done in Excel and PowerPoint.

Interviewee D is currently not directly involved in monthly reporting, and therefore the use
of Power Bl is slightly reduced. Interviewee D moved to a new role a few months ago but
was previously actively involved in monthly reporting. Nowadays, interviewee D
occasionally reviews for instance the Power Bl platform of the group, and this typically
happens monthly. Interviewees D and C emphasize that Power Bl is an excellent tool due to
its user-friendly and intuitive design. Additionally, it facilitates the quick retrieval of
information in a concise format. Consequently, even for individuals who are not frequent
users, its user-friendliness means that minimal training is required to adopt it. (Interviewee
D) Interviewee B uses Power Bl on a weekly basis. Interviewee B’s team and the divisional
reporting teams produce a wide variety of reports in Power Bl or some other format.
However, it is important to recognize that directors' responsibilities extend beyond simply
generating information as their main task is to analyse diverse datasets to evaluate both
current conditions and future prospects for the business. As a result, the reporting tools are
also used for different purposes. For instance, interviewee B utilizes Power Bl when seeking
specific verification or checking precise figures or facts. However, the primary method of
examining materials is through PowerPoint or Excel, and interviewee B rarely starts to

investigate something directly from Power BI.

Interviewee G expressed a quite strong preference for Power Bl as a tool, indicating frequent

utilization, not necessarily daily, but certainly weekly for tracking indicators and making
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related decisions. Interviewee G also believes that the full potential and capabilities of Power
Bl are not fully exploited currently. The use of Power Bl is rather fragmented, pointing out
that essential data relevant to the monthly reporting process, such as Profit and Loss (PnL)
by product and associated indicators like ROOC and EBIT, are not fully integrated into
Power BI. (Interviewee G) While interviewee G finds Power Bl useful for delving into
specific issues, such as inventories, it does not provide an overall view of a company's
performance. Interviewee E was the only one to reveal that Power Bl is a completely
unknown tool, indicating that it is not used at all. Therefore, interviewee E was introduced
to Power Bl before the interviews started, and the remaining questions also considered

interviewee E's limitations in this respect.

The current financial KPIs

When examining the current financial KPIs in use, it is important to consider that individuals
were interviewed in different management roles. Consequently, some variations in the
monitored KPIs exist due to the distinctive responsibilities and positions within the
organization. The interviewees have diverse roles at both divisional and the group levels,
representing various management positions within their respective divisions or the group.
All divisional directors interviewed were part of the same division. Next, it will be discussed
the KPlIs identified from the interviews in general terms and why they are utilized within the
case company. Regarding the current financial KPIs, particular attention will be paid to the

financial KPIs of one division within the case company under review.

In general, a case company typically incorporates KPIs derived from the income statement,
the balance sheet, and a combination of both. According to all interviewees key income
statement KPIs include EBIT, EBITDA, and sales (Interviewees A, B, C, D, E, F & G).
Interestingly, there were differences in preferences regarding whether to focus on EBIT or
EBITDA. For example, Interviewee G actively monitors EBIT, whereas interviewee C
expresses a preference for EBITDA. All interviewees also agreed that regarding the balance
sheet, emphasis of the KPIs is placed on working capital figures. Regarding KPIs based on
the combination of balance sheet and income statement, interviewees B, C and D elaborate
that the company prioritizes cash flow, operating cash flow, and cash flow after investments.
Interviewee B emphasized their role also as leading indicators. In addition, especially
interviewees A, B, and C emphasized that there is a huge amount of detailed information
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behind these "main KPIs,"” and often, analysing KPIs necessitates delving into this
background information. Next, the interviewees' thoughts on the current financial KPIs are

discussed in more detail.

Interviewee D highlights, that while indicators monitored may vary between mill and the
group levels, indicators regarding the monthly financial process and its monitoring at the
group or division level are generally well-established. Interviewee D also emphasizes that
indicators cannot be identical across different organizational levels. For instance, divisions
may not have access to a full balance sheet or cash flow, making operational cash flow
indicators crucial for divisional analysis. Consequently, as business operations vary by
division, there may be additional indicators tailored to each division's needs. However,
interviewee D underscores the importance of ensuring that these indicators are somehow
consistent to provide a comprehensive view of the company’s performance. Conversely, at
the mill level, the logic changes completely, for instance in terms of responsibility. Mills are
no longer responsible for their income statement, and certain aspects like sales are managed
elsewhere. (Interviewee D) This adjustment in responsibility also changes the set of
indicators to align with the mill's requirements. The emphasis shifts towards indicators

necessary for overseeing mill operations, such as efficiency and cost drivers.

On the balance sheet side, the focus is primarily on working capital, which both interviewees
D and G justify by the capital intensity of the company. According to interviewee D, working
capital KPIs aim to enhance capital management and reduce the required capital. This can
be seen to increase the capital efficiency of the company, allowing for more effective
allocation of resources and potentially higher returns on investment. Interviewee D
particularly emphasized the significance of cash flow KPlIs as follows:
“What I have learned over the years, and it has come perhaps through different
roles, is that in the end, I like the cash flow indicators the most because they
are the most concrete. For example, in the income statement, you can always
do some kind of short-term tricks, such that a period is boosted in some way

but then when the money finally ends up in the bank account, it is so concrete,
and it cannot be fooled in any way. ” (Interviewee D)

In addition to the income statement, balance sheet, and cash flow related KPIs, interviewee
D also expresses indicators that combine these things, such as return on operating capital
(ROOC) and working capital percentage, which tells how much of turnover is committed to

working capital. Interviewee D highlights that these are important indicators to monitor in



69

the long-term, but not in the short-term. Also, interviewee F describes that ROOC is an
important indicator for investor communication but less relevant for operational
performance monitoring. Interviewee G agrees by stating that ROOC is often monitored
through medium-term targets, but its attractiveness leads to an interest in setting personal
targets. This reflects a broader trend where employees seek to align their individual goals

with organizational objectives, thereby enhancing motivation and performance.

Interviewee A highlights sales and EBIT as top-level indicators, largely due to their external
communication significance. Interviewee E concurred, emphasizing these indicators'
importance in investor relations. However, when considering KPIs from a management
decision perspective, interviewee A outlined different things, such as EBITDA, EBITDA
margin in euros per tonne, contribution margin, and the evolution of variable costs and sales
prices. Interviewee F also emphasizes the importance of the contribution margin,
highlighting that a negative margin should be an immediate sign that production may not be
financially viable. The contribution margin is determined by subtracting the variable costs
associated with production and sales processes from the selling price of the product (Vercio
2017). In other words, interviewee A stresses that top-level reporting does not necessarily
correspond to the information needed to manage the business. Thus, there should be a

division between KPIs and more operationally oriented indicators.

In the context of EBIT and EBITDA, interviewee F underscores that EBIT is a rather crude
measure in the sense that it already takes depreciation into account, meaning that
depreciation has been deducted. This is particularly evident in scenarios where depreciation
needs to be adjusted (write-off), thereby deteriorating the relevance of EBIT. Earnings
before interest and taxes (EBIT) and earnings before interest, taxes, depreciation, and
amortization (EBITDA) are closely associated profitability measures. However, in EBITDA,
depreciation and amortization are added back into the calculation, while in EBIT they are
not (Bouwens, De Kok & Verriest 2019). Nonetheless, interviewee F justifies the use of
EBIT by arguing that it brings other relevant measures such as ROOC into the capital
structure. Respectively, EBITDA provides a comprehensive overview of the company's
performance, with a target range typically around 10 percent during challenging periods and

between 15-20 percent during good times. (Interviewee F)

In addition to these KPIs, interviewee F, together with interviewee A, stressed the

importance of variable costs and their monitoring. Interviewee F underscores the breakdown



70

of variable costs, pointing out that currently, variable costs exhibit excessive volatility. In
the context of variable costs, interviewee F also emphasizes the importance of understanding
external environmental changes, which can sometimes occur unexpectedly. For example,
Russia’s invasion of Ukraine has affected the company's operations, leading to increased
raw material prices. In response to such shifts, it becomes crucial to have visibility into costs,
enabling the monitoring of variable cost components and their proportion relative to product
costs. (Interviewee F) Interviewee F also links the growing significance of variable costs to
organizational structural changes. Previously, the purchasing organization operated
relatively autonomously but is now more integrated into the broader business framework. It

Is therefore especially essential to monitor how internal activities can impact variable costs.

According to interviewee F, fixed costs are just as important to consider alongside variable
costs. Regarding personnel expenses, interviewee F highlights the need to consider not only
employee salaries but also additional costs such as consultancy services or travel expenses.
Cost reductions related to personnel should encompass both salaries and these associated
expenses. While monitoring these costs may not need to be as frequent, it remains important
to be aware of their impact. Additionally, interviewee F emphasized that costs in areas like
sales, general, and administration expenses (SG&A) can accumulate unnoticed and should
be addressed promptly. In summary, interviewee F emphasizes the critical importance of
transparency regarding both variable and fixed costs. This entails ensuring that the structure
and evolution of these costs are easily accessible, with monitoring occurring at the mill, unit,
and divisional levels. Directors play a key role in assessing what resources the company is

spending, what is financially viable, and what actions can be taken if sales decline.

Interviewee E who is responsible for investor relations stresses that the financial KPIs to be
monitored include annual sales growth, net debt to operating EBITDA, net debt to equity,
operational ROCE, return on operating capital (ROOC) by division, and dividend per share.
Non-financial KPIs at the group level include sustainability indicators, such as the reduction
of fossil carbon emissions (CO2) by scopes 1, 2, and 3. Scope 1 and 2 cover absolute CO:
emissions from operations that the company owns or controls directly, such as production.
Scope 3 comprises activities outside of a company’s direct control, such as emissions in the
supply chain and transportation. In addition, non-financial KPIs at the group level include
indicators related to circularity, such as recyclable products and biodiversity, which contain
ecosystems that support the planet and people. More specific indicators cannot be provided



71

to maintain the anonymity of the thesis. This interview provided valuable insights into the
distinctions between external and internal reporting within a company. Interviewee F's
responsibilities primarily involve external reporting, which is also reflected in the KPIs being
monitored. Table 4. on the next page summarizes all the current KPIs in the division of the
case company under review. The table is marked with an (X) to indicate which KPIs are

monitored primarily at the divisional level and which at the group level.

Table 4. Current financial KPls

Current financial KPIs

KPI Definition Division level | Group level
Sales (MEUR) Sales in euros X X
Sales volume (ton) Sales by volume (euros per tonne) X
Maintenance, personnel and other administration type
Net fixed cost (MEUR) of costs, excluding items affecting comparability (IAC) X

and fair valuations (FV)
Net fixed cost

Net fixed cost margin (%) Net fixed cost x 100 X

Sales

Variable cost / ton Primarily raw material costs X

Operating result excluding (certain costs*),

Operational EBITDA (MEUR) fixed asset depreciation, impairment, IAC and FV X X
Operational EBITDA (%) Operational EBITDA _ X
Sales
Operating result excluding IAC and FV and non-
Operational EBIT (MEUR) op(_eratlonal items of the !lne—by—llne consqlldated X X
entities and case company's share of operating result
excluding IAC and FV of its associated companies
. Operational EBIT
Operational EBIT (%) ———— x 100 X

Sales

Operating Working Capital, OWC (MEUR) Operating CL;errr;?s“saekt)s“irEg;us operating X X

Operating Working Capital

Operating Working Capital, OWC (%) Sal x 100 X
ales
Equal to Net cash provided by operating activities
Cash Flow from Operations (MEUR) before cash flows related to financial X X
items and income taxes
. Cash Fl 0 ti
Cash Flow from Operations over sales (%) ash row f;zzs perations . 100 X
Contains investment in tangible and intangible
Capital Expenditures, Capex (MEUR) assets and their acquisition, and internally generated X

assets and capitalised borrowing costs

Capital Expenditures, Capex of sales (%) Capital ixfendltures x 100 X
ailes
Equal to Cash flow from operations minus cash

spent on intangible assets, property, plant and

Cash Flow after Investments (MEUR) : S L X X
equipment, and biological assets and acquisitions
of associated companies
Operational EBIT
ROOC (%) ————— x 100 X X

Operating capital

* cannot be disclosed due to the anonymity of the thesis

Overall, the interviews revealed consistency in responses regarding "top-level” KPIs,
referring to publicly disclosed KPIs. However, differences started to emerge when going to

a more detailed level of information. Some of the differences were also related to the
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personal preferences of the individuals. It is essential to recognize that varying
organizational levels typically demand different levels of information. Top management
often necessitates a strategic and comprehensive perspective, while operational levels may
require more granular and specific data to facilitate decision-making. This highlights the
imperative for flexibility and adaptability in customizing reporting to cater to the diverse

needs of stakeholders.
The relevance of existing KPIs in relation to needs

When interviewees were asked whether the current KPIs meet the division or the group’s
needs, the interviewees quite unanimously agreed that they do (Interviewees A, B, C, D, E,
F & G). Interviewee B notes that the current KPIs align with the company strategy and cover
all relevant indicators without significant gaps. However, there is a limitation concerning the
reporting of KPIs, which is the lack of an analysis or comment section in the Power Bl
environment. According to interviewee B, reporting involves more than just data generation,
as it requires analysis to clarify the main message, which typically includes results in relation
to the targets. Without a commentary facility, the interpretation is left to the reader.
Interviewee B believes that this limitation is one of the main barriers to the wider use of

Power BI for KPIs reporting across the company.

According to interviewee D, the relevance of KPIs fluctuates cyclically, with the importance
of each indicator varying based on the company's financial situation. For instance, during
tougher economic times, cash flow indicators become more significant. Also, the short-term
discussions may not emphasize the growth of the company, while in the long-term its
significance remains extremely important. Additionally, individual preferences, such as
those of the CEO, can influence the KPlIs tracked to some extent. However, despite these
fluctuations, interviewee D agrees that the current KPIs generally meet the group's needs,
but with a slightly different emphasis on specific KPIs during different periods. Interviewee
A approached the relevance of KPIs from a slightly different angle. Interviewee A notes that
there is a lot of data and various indicators to consider, but the emphasis lies in clearly
defining which KPIs are being monitored, such as whether EBIT or EBITDA is under
analysis. The company's attention has shifted between EBIT and EBITDA over time, but it
is currently primarily focused on EBIT (Interviewees A & C). This underscores the
importance of clarifying indicators and providing clear justification for the variation between

these two indicators and the preference for one over the other, even though both are reported
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externally. Moreover, interviewee A cited the following about the relevance of the
indicators:
“We have a quite large organization and many different functions and, of
course, this gets to the point where they blow up the whole KPI portfolio so

huge that following them easily leads to the fact that ‘you can't see the forest
for the trees’ because there are so many different indicators” (Interviewee A)

Interviewee A also notes the case company’s new target setting model in terms of the
relevance of indicators. This focuses on three short-term incentive indicators: safety,
working capital, and EBIT. These indicators constitute management bonus KPIs, and they
aim to enhance business profitability while ensuring a safe working environment and freeing
up working capital for investment. According to interviewee A, these three indicators
encapsulate the primary objectives at the top level, with the remaining indicators serving as
a breakdown of lower-level drivers from various perspectives. This approach underscores
the limited number of top-level indicators but also prompts consideration of what constitutes
an adequate number of sub-indicators to support and explain these indicators.

Interviewee A also highlights the challenge of KPIs, noting that they provide only a snapshot
of the company's performance or expected development without necessarily revealing the
underlying reasons. While KPIs offer a broad view of the company's current position and
future outlook, it is crucial to understand why certain trends are occurring and what factors
can be influenced to shape the future. Interviewee A underlines that instead of directly
monitoring KPIs, it is more important to understand the underlying factors. This includes
such as whether they are correctly formulated and whether their forecasts for the future are
correct, reasonable, and aligned with objectives. On the contrary, correctness entails drilling
down into how the company's costs are evolving and how those expected cost trends are
reflected in their variable costs. (Interviewee A) According to interviewee A, this poses a
challenge for reporting, as it requires creating a view that not only presents the big picture
but also allows for a deeper analysis of the underlying issues. Drilling down into these issues
involves identifying problems and their responsible parties. This approach provides an ideal
foundation for reporting, facilitating the implementation of necessary actions, and
monitoring whether the intended benefits are being achieved.

Also, according to interviewee F, especially at the divisional level, the current financial KPIs
meet the needs quite well, but there is a need to pay increased attention to the company’s
balance sheet across different organizational levels. Interviewee F described this through
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balance sheet liability. While indicators like operating capital, ROOC, and ROCE are well
understood, interviewee F emphasizes the necessity for greater commitment from key
personnel, including directors in mills, business units, and divisions. Interviewee F used the
example of careful investment planning and a comprehensive analysis of the various factors
involved. Regarding working capital, interviewee F suggested considering how to manage
it effectively to accommodate both growth opportunities and market demands.

“When you invest in working capital, you have to think about how you can

plan working capital because in some places you have to increase working

capital so that you can grow in the market, and in other places, you have to
reduce it — these types of things would be good to illustrate ” (Interviewee F)

Interviewee G also expressed satisfaction with the relevance and suitability of the KPIs
themselves. However, when assessing whether the current KPIs adequately serve the
division's needs, interviewee G identified the reporting process as a significant challenge.
The monthly reporting process for closing is currently fragmented, with controllers having
to use various tools and reporting platforms, mainly Excel before the figures are available to
management (Interviewee G). Interviewee G suggests that centralizing reporting on one
platform would streamline the process and facilitate data analysis. According to interviewee
G, the reporting process is currently labour-intensive, involving too much manual work and

navigation through multiple platforms.

Regarding the current KPIs, interviewees were also asked whether they effectively measure
what they are expected to measure. Overall, interviewees agreed that, especially at the top
level, KPIs measure what they are intended to measure (Interviewees A, B, C, D, E, F & G).
However, interviewees A and F also expressed that the measurement accuracy of KPIs
diminishes a little when they are applied to lower levels of information. For instance,
interviewee A mentioned challenges regarding product profitability when delving into more
detailed information. This raises questions about, whether mills possess the necessary
competencies to generate and analyse this kind of business performance data accurately.
These challenges relate in particular to detailed data, such as the allocation of products
manufactured in different mills and the allocation of product-specific data. In such instances,
data granularity may become too intricate to track effectively. (Interviewee A) However,
interviewee A stated that sufficient and reliable data are available for indicators at the top

level (mill, business unit, or division level).



75

According to interviewee F, the measurement capability of the indicators, particularly
regarding the income statement, is satisfactory as they address fundamental inquiries.
However, on the cost side, the data is too aggregated, failing to provide a precise
understanding of where money is being lost or gained. Interviewee G also advocates for a
more detailed breakdown of costs, emphasizing the need for greater precision compared to
the current practice. Interviewee G provided the example of raw material costs, highlighting
the importance of understanding their composition, and standard costs and identifying
variances. According to interviewee G, analysing costs at each stage of the process is crucial
for finding operational inefficiencies. Interviewee F also expressed a desire for more in-
depth analytics concerning sales, elaborating as follows:

“If thinking about that we sell, for example, from the mill [x], product [x], then

it would be extremely interesting to see the product area of a certain kind of

‘tail”’, i.e. how much we have there such a poorly profitable business, which is

there just that the machines are running, but in a way, that what is done with
this.” (Interviewee F)

In accordance with interviewee F, businesses should be continuously analysed and
challenged to explore alternative approaches. It is crucial to the profitability of the product
portfolio to eliminate unprofitable business. While interviewee F may not personally require
this information, it would be beneficial to inquire with the mills about potential areas for
improvement. Interviewee F also chuckles at the idea that the more data directors acquire,
the more questions they tend to ask, which others might perceive challenging or
uncomfortable. However, interviewee F emphasizes that this is the nature of business, and
individuals must be prepared to address questions. Interviewee G raised a similar challenge
to interviewee F, stressing that KPIs function primarily as an alarm system to indicate
whether things are proceeding positively or negatively. However, they do not pinpoint the
exact location of problems or where adjustments should be implemented.

“I'll give you an example. Let's say my EBIT was not as expected and then |

find out it's a cost problem. Okay which cost line, is it chemicals? Okay if it's

chemicals, in which mill was the overrun? It was in mill [x], so which part and
which chemicals were there the problem.” (Interviewee G)

Interviewee G's comment underlines the importance of pinpointing the exact problem area
to facilitate taking the necessary actions to address the deviation. Interviewee B stresses that,
especially in a large company, it is critical that things are calculated correctly and that they

are calculated with the same content. This in turn requires a certain standardization and
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guidance to ensure the reliability and correctness of data. Interviewee B gave an example of
the calculation of inventory valuation, which has been a challenge in the past. In these cases,
an incorrect calculation method was used to determine the value of the inventories, and
therefore the inventories were not updated as required. Incorrect figures in one entity can
ultimately lead to larger errors at the group level, and if they are not detected early enough,

errors can easily accumulate.

In addition to the above, interviewee B approached the measurability of indicators from a
slightly different perspective, discussing a comprehensive set of indicators that are evaluated
collectively. According to interviewee B, the philosophy of the case company aligns with
many other companies, which emphasize the use of multiple indicators to measure financial
performance rather than relying on a single indicator. Interviewee B describes that this set
of indicators for the case company encompasses sales, EBIT, and cash flow, alongside
working capital and investments, which are integral parts of cash flow. Additionally, the
case company focuses on fixed costs, given that its products are commodities, which are
largely influenced by external market dynamics due to their widespread availability on the
market (Chen, Jackson, Kim & Resiandini 2014). While the company can influence factors
like service quality and reliability of delivery, market prices are primarily dictated by global
trends. Interviewee B summarizes that if the above indicators are considered together with
efficiency and productivity developments, they effectively capture the intended

measurements without significant issues.

5.2 Possible new financial KPIs

One of the themes explored during the interviews was the assessment of potential
shortcomings in the current set of KPIs, along with the consideration of whether new or
improved indicators could address these gaps. Additionally, interviewees were asked about
any vital indicators that might be absent from the existing KPI framework. Across all
responses, it became evident that the deficiency of KPIs was not the central issue in the
current reporting process. The emphasis was rather on maximizing the utility of existing KPI
data, indicating a focus on optimizing operational efficiency and decision-making processes

within the current framework. In essence, while sufficient data is assumed to be available to
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execute nearly any indicator required, the focus lies more on enhancing data utilization,

addressing relevant issues, and improving presentation methods.

When questioned about the need for new indicators, the interviewees' answers were also
very much in line with each other. Most respondents are satisfied with the current KPIs in
the sense that they do not see the need for completely new indicators (Interviewees A, B, E,
F & G). For example, interviewee G would prioritize improving existing KPIs and their
reporting over creating new ones. Interviewee G emphasized the importance of enhancing
user-friendliness, which entails both the accessibility of detailed background information
about the KPIs and the ease of working with the provided information. In the context of this
question, interviewees A and B underscored the importance of clarifying the utilization of
existing indicators. Additionally, they highlighted the significance of identifying suitable
indicators tailored to each target group, primarily for various organizational levels.
Interviewee E was the only one who did not even need any "additional features" to the
current indicators. It can therefore be stated that the focus shifts towards improving the

existing KPIs and their reporting methods.

Interviewee A stresses the need to clarify the use of existing indicators by emphasizing the
inclusion of “driver” indicators alongside KPIs. Besides tracking KPIs, there should be a
method to communicate the factors influencing the direction of KPIs. Using EBIT as an
example, interviewee A proposes measuring sales, transport costs, variable costs, and fixed
costs alongside it. Additionally, it would be good to determine the relevant indicators such
as margin or cost components for tracking these drivers within the division. Furthermore, in
the context of fixed costs, it is relevant to consider whether they want to track absolute fixed
costs, in euros per tonne, or as a proportion of sales, for example. (Interviewee A)
Additionally, interviewee A discussed non-financial KPIs, citing safety measured by total
recordable incidents (TRI) as an example. It is crucial to decide whether to monitor safety
through its components, such as the number of accidents, or through other relevant factors
like the seriousness of accidents or safety observations made. (Interviewee A) These
considerations highlight the need for companies to choose between forward-looking and

backward-looking indicators to understand the evolution of KPlIs.

Regarding working capital, interviewee A emphasizes the importance of considering
whether they want to track the evolution of its components, turnover rate, or for instance its

relationship with sales. Interviewee A notes the significance of considering absolute versus
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relative figures in the context of sales, as absolute figures may increase with business growth,
while ratios to sales may fluctuate due to price changes. Currently, the case company
monitors the turnover rate in relation to expected demand. For inventories, interviewee A
stresses the importance of assessing the company's competitive position, targets, and
progress towards them. Interviewee F also highlighted the issues related to inventory
transparency. For example, during supply chain reviews when interviewee F inquiries about
the status of warehouses, meaningful answers are often elusive due to the warehouses being
divided into numerous sub-areas with multiple owners. Interviewee F feels that they
currently lack a sufficiently competent tool for inventory tracking. Regarding new indicators,
interviewee F also brought up the importance of monitoring payment terms efficiency. While
interviewee F doesn't see a necessity for a specific KPI, it would be useful to centralize
payment terms information to avoid situations where extended payment times arise

unexpectedly after ninety days have passed.

Interviewee B emphasizes that the case company needs to concentrate more on integrating
KPIs into operational activities. There is a certain level of disparity within the case company
regarding how these indicators are utilized. For instance, interviewee B mentioned
manufacturing costs as an example, suggesting that while they may not need to be monitored
at the group level, they should be discussed with relevant teams such as production and
maintenance. Interviewee B sees this as a key area for improvement and believes the
company should invest more effort into it. It is evident that KPIs shouldn't solely be for
management monitoring but should also be utilized at lower levels, with management
providing support in their monitoring processes. Interviewee B described the focus on KPIs
for the right target groups as follows:

“You must have some kind of focus, you can 't just present like all the financial

indicators in the world, but you must focus on the specific area that the people
at this table can actually influence and understand. ” (Interviewee B)

In addition, interviewee B suggests that there should be more emphasis on how KPI data is
utilized across various organizational levels. While interviewee B couldn't immediately
propose a new indicator, it was noted that there have been occasional discussions about
measuring economic value added (EVA). EVA is used to evaluate a company's financial
performance by determining the residual wealth after subtracting its cost of capital from its
operating profit, while also adjusting for taxes on a cash basis (Tripathi, Chotia, Solanki,

Meena & Khandelwal 2023). However, interviewee B believes that EVA doesn't inherently
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provide additional value, as it essentially reflects similar aspects as indicators like ROOC.
According to interviewee B, EVA offers insights into how capital is generated, but with a

focus more on the perspective of the owner or investor.

Interviewee D came up with the idea of a new KPI related to product commercialization.
This is mainly because it is so different to work in that area since the product might not be
fully developed, lacks a production facility, and naturally, generates no revenue. Therefore,
interviewee D especially underlined the distinctive nature of managing new product
businesses compared to established ones.
"Running an existing business, at least on a day-to-day basis, is this kind of
short-term business, how did it go in the mill, how did it go in the previous day,
how did it go in the previous week, what happens in the next day, what happens

in the next week and then in a certain way the listed company goes through
this kind of quarterly cycle.” (Interviewee D)

Additionally, interviewee D highlights that while strategy is certainly considered in the long-
term, especially with new products, it is not practical to evaluate indicators based on short-
term performance like yesterday or last week. The focus is on a much longer perspective as
often an industrial new idea requires about 10 years before the product is on the market.
Consequently, this necessitates a distinct set of indicators. While the company has made
some progress in this area, further enhancement is needed to facilitate the management of
new products effectively. (Interviewee D) While discussing about new indicators,
interviewee C suggested that the company should pay closer attention to the gross margin,
offering the following justification:

“I think that we actually even sometimes mistake ourselves when we think

about the EBITDA, so we sort of forget that the fixed costs are fixed, and the
gross margin is variable, by sales and production.” (Interviewee C)

According to interviewee C, incorporating the gross margin into analysis would provide
clarity, as focusing solely on EBITDA can lead to overlooking the fact that fixed costs
remain constant, whereas the gross margin fluctuates with sales and production volume.
Gross margin describes the part of the business revenue that remains after deducting direct
costs (COGS = cost of goods sold) such as labour and raw materials (Kesavan, Gaur &
Raman 2010). In other words, it would be important to interpret gross margin alongside

EBITDA to distinguish between variable and fixed costs.
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The optimal number of KPIs and their monitoring frequency

The literature emphasized the importance of considering the number of KPIs for fluent and
regular monitoring (Parmenter 2020, 62-63; Eckerson 2011, 209-212). Interviewees were
less critical of the number of KPIs and more emphasized their presentation for fluent
monitoring. However, most interviewees were able to provide some indication of the
maximum number of KPIs. According to interviewees B, C, D and G maximum number of
KPIs would be approximately ten. This aligns with the recommendation by Kaplan and
Norton (1996) who advise that the number of KPIs should not surpass twelve. Based on the
statements from interviewees A and E, it can be inferred that a smaller number of indicators

would be sufficient, although they were unable to specify the exact quantity.

Interviewee E commented on the number of KPIs: “It's not about the number, it's about the
importance for the company. ” Interviewee E highlights that investors primarily seek a return
on their investment, encompassing total shareholder return. Additionally, they are interested
in debt level, company growth, and return on capital. In accordance with interviewee E,
investors also track a company's capacity to distribute dividends. Interviewee E underscored
the above factors as pivotal from the investors' standpoint for the case company. If the
company lacks earnings, attention shifts towards growth and sales figures. The description
of interviewee E effectively highlights the contrasting requirements for internal and external
reporting. Consequently, it can be inferred that only a small fraction of the information

necessary for running a business is dedicated to external reporting.

The indicative amounts given by interviewees are mainly based on the idea that having too
many KPIs may weaken the focus on the most relevant activities. Especially, interviewees
A, B, D, and G consider that the appropriate number of KPIs also depends on the level of
organization at which KPIs are used. This is because often at lower levels, there is a need
for more than only a few KPIs. Interviewee A raised three primary indicators (safety,
working capital, and EBIT) along with their supporting indicators regarding the quantity of
indicators. Interviewee A could not give an exact number, but there shouldn't be too many
indicators, but enough to explain the variations in the primary indicators. Interviewee A
described the number of KPIs through the dashboard layout:

“I would be good that if we had one dashboard that would fit on that laptop

screen so that even with older eyes you can still read what indicators are there
and what colour they look like ” (Interviewee A)
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Interviewee B clarified the number of KPIs by adding that it is important to understand the
full spectrum of indicators at the group level. However, at a general level, interviewee B
suggests that there should be fewer than ten indicators. Within the case company, at the
group level, there exists a report containing six strategic financial KPIs. These same KPIs
are frequently presented to external stakeholders, including investors and analysts.
According to interviewee D, Power BI facilitates monitoring multiple indicators
simultaneously due to the ease of retrieving various information. However, interviewee D
advocates for a maximum of ten indicators, because if there are more indicators, it is easy to
become blind to what really needs to be monitored. These ten indicators are primarily
intended for top-level executives such as the CEO, CFO, or divisional heads. Conversely,
individuals on the controller side often handle a larger set of indicators. Interviewee D also
emphasizes the importance of incorporating non-financial indicators, like a balanced
scorecard approach, to gain a comprehensive understanding of company performance and
the outside world. Among the non-financial indicators, interviewee D emphasized those
pertaining to employee well-being, accidents, sustainability, and environmental impact as
the most crucial. Combining financial and non-financial indicators often requires

consideration of a broader range of indicators.

When asked about the frequency of monitoring reported KPlIs, the interviewees generally
indicated a monthly review cycle coinciding with the release of the figures (Interviewees A,
C, D & E). Several interviewees also expressed that a lot of monitoring is also done daily,
but it is typically a slightly different monitoring than just KPIs (Interviewees B, F & G).
According to interviewee A, once the figures are published during the monthly closing, a
comprehensive understanding of the division's financial status is gained, and there is no need
to extensively analyse the financial KPIs until the next monthly closing. Beyond the monthly
closings, analysing the figures primarily revolves around identifying areas for improvement
and devising strategies for enhancement. (Interviewee A) According to interviewee A,
reported KPIs are mostly analysed during company performance reviews, performance

review forums, and monthly business unit reviews.

Interviewee F provided an example of monitoring figures during the month, such as
adjusting product prices. Interviewee F underlined the significance of interpreting the impact
of such changes, particularly for investor communications or senior management.

Interviewee G acknowledged that the frequency of monitoring various figures may increase
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if challenges arise. Additionally, while some indicators, like profitability, are only accessible
monthly, others such as stock levels, order inflow, and delivery volumes, are monitored
weekly. (Interviewee G) Table 5. summarizes the views of all interviewees on the number

of KPIs and their monitoring frequency.

Table 5. Indicative number of KPIs and their monitoring frequency

Optimal number Monitoring frequency
A. No mention Mainly monthly
B. Under 10 Daily
C. About 10 Monthly
D. Maximum 10 Monthly
E. No mention Monthly
F. No mention Daily or weekly
G. About 10 Weekly or Monthly

Table 5. is intended to give an overview of how many KPIs are regularly monitored by the
interviewees. While the number of KPIs discussed was largely indicative, the prevailing
sentiment among the most interviewees was that around ten KPIs served as an approximate
upper threshold. In terms of the frequency of monitoring KPIs, variations were primarily
influenced by the roles of the interviewees. For instance, interviewee C emphasized the long-
term nature of the strategy and thus aligned the monitoring of KPIs with monthly cycles.
Conversely, individuals, particularly from the financial organization, tended to engage with
KPIs and especially their background information more frequently. Surprisingly, many
interviewees only track the KPIs monthly, despite the need for more frequent monitoring.
Weekly monitoring would provide timely insights and enable quicker responses to any

emerging issues or trends.

5.3 Enhancing monthly reporting with selected financial KPIs

This chapter provides an overview of the reporting process and its functionality. The chapter
also explores the development of reporting using Power BI, drawing on the insights gained
from interview feedback. Alongside reporting advancements, two subchapters delve into the

clarity and visual appeal of reports, as well as the future of reporting. Integrating Power Bl
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into the reporting process has been suggested to enhance reporting effectiveness. Power Bl
provides the capability to create interactive and visually structured reports, facilitating
comprehensive data analysis from multiple perspectives. Additionally, Power Bl enables
real-time reporting and automation, which enhances efficiency and provides timely

information to support decision-making.

Since the interviews revealed the limited utilization of Power BI, the interviewees were
inquired about the effectiveness of tracking financial KPIs within the existing reporting
framework. In summary, responses from several interviewees underscored the substantial
scope for enhancing KPI reporting and monitoring practices (Interviewees A, B, E, F & G).
According to interviewee B, efforts have been made in the past to improve monthly
reporting, but still too much manual work is involved. For example, interviewee B
mentioned an ongoing project to test artificial intelligence features in a production
environment. This would bring additional efficiency to the creation of repetitive and routine
reporting data. Ultimately, the reduction in manual work is intended to allow more focus on
the analysis itself and the drawing of conclusions, particularly on the business controlling
side, rather than on the production of data. Interviewee B emphasizes that despite some
efforts, a considerable amount of manual work is still required before the data is readily

available for analysis.

Interviewee A highlighted the need for simplifying the current KPI presentation to enhance
monitoring effectiveness. Additionally, the case company has a lot of data available, but the
visualization of this data could be improved. In accordance with interviewee A,
simplification could involve leveraging the Power Bl dashboard to provide a quick overview
of the company's performance status “at a glance ”. This high-level overview could then be
refined using specific indicators to delve deeper into the reasons behind the company's
performance. However, interviewee A stressed the importance of maintaining a balance and

not delving directly into details to ensure an understanding of the broader context.

As an illustration, interviewee A presented an example of a "KPI-table" currently utilized
within a certain division, which effectively demonstrates the monitoring of existing KPIs
(Figure 9). All figures are confidential and are therefore not authorized for publication. The
"Act" columns in the table show the actual figures, the "Target" reflects the forecast made
last year, and the "Guidance" is an indicative value given to the market for the company's

next quarter. Regarding forecasts, the table does not provide a comprehensive overview, as
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in practice, forecasts are always made for the upcoming fifteen months (current quarter + 4
quarters), but this is not included in this table. Interestingly, the KPI-table also relies heavily

on monitoring KPIs quarterly and does not support the frequency of weekly or even monthly

monitoring.

ActM ActMm ActM Target Guidance FY Target PrevY

Division Total
Oct Nov Dec Q4

Total Recorded Incidents, TRI Rate *

Total Recorded Incidents, TRI Rate rolling
12 months

Headcount FTE period end **
Sales Thous. EUR/ FTE
CO2-eq. Emissions (kt)

Sales MEUR Financials

Sales volume kton

Net Fixed Cost MEUR
Net Fixed Cost Margin %
Variable Cost /ton
Operational EBITDA MEUR
Operational EBITDA %
Operational EBIT MEUR

Operational EBIT %

Operative Working Capital MEUR
OWC %
Cash Flow from Operations MEUR

Cash Flow from oper. over Sales %
Capex MEUR

Capex-% of Sales

Cash Flow after Investments MEUR
ROOC % ****

Figure 9. Current report for KPIs

Interviewee A provided detailed insights into financial KPIs, drawing examples from the
KPI-table above. Sales is indeed a crucial indicator, providing valuable insights into the
company's performance and growth. However, immediately afterwards, interviewee A
emphasized the significance of costs from a business management standpoint. It is especially
important to relate them to changes, such as sales prices or margins, which are currently not
adequately addressed. On the other hand, interviewee A adds that EBITDA considers fixed
costs and sales prices for variable costs. Instead of operating working capital, interviewee A
proposed the use of a cash conversion cycle to better gauge the company's efficiency in
turning raw material costs into cash received from customers. The cash conversion cycle
expresses in days the duration it takes for a company to convert cash used for inventory back
into cash received from the sales of its products or services (Wang 2019). According to
interviewee A, while operational working capital may not accurately reflect the company's

efficiency, the cash conversion cycle could be a more effective measure of efficiency,
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irrespective of the operational cycle of the company. Interviewee A also raised some doubts
about the utilization of cash flow in operations by stating:
“Cash flow is a very good and nice thing, but ninety-nine percent of readers

don't understand how it's calculated, what influences it, and they don't have a
heavenly idea of what they should do about it.” (Interviewee A)

This implies from interviewee A's remarks that the utilization of cash flow in such a context
should be contemplated. This is understandable, as one of the most critical aspects of KPIs,
also according to Parmenter (2020) and Eckerson (2011) is their ease of use and
comprehensibility to all. Regarding Capex, interviewee A highlights that it functions more
as a strategic indicator and does not directly impact day-to-day operations. ROOC is
described by interviewee A as an important indicator at the group level rather than the
division level, as it is a particularly relevant indicator for investors. There is a long-term
target for the indicator at the organizational level, set above 20 percent. This objective is
primarily linked to the company's profitability, which is largely attributed to the stable fixed
asset base of the case company. Interviewee A also discussed the target level of ROOC, as
new mills can make high EBITDA, but low ROOC and old mills can make high ROOC even
though their EBITDA contribution is low. In other words, ROOC is relevant for portfolio
management from a strategic perspective, but it is not necessarily an operational indicator
that needs to be monitored regularly. Interviewee A concludes by summarizing that these
examples are meant to guide what should and should not be included on a potential Power

Bl dashboard, ensuring clarity and sensitivity to issues.

Interviewee D emphasized the effectiveness of reporting when monitoring the KPIs, stating
that the case company has maintained robust financial processes for many years. According
to interviewee D, the case company obtains a picture of financial performance within a
relatively short time frame, typically by the fourth working day after the end of a month or
year. Interviewee D acknowledges that while there's always room for improvement,
achieving such a short time frame for a relatively large company is commendable. According
to interviewee D, other colleagues have also confirmed similar sentiments, noting that the
processes are generally effective and user-friendly for assessing actual performance.
Interviewee D also stresses that the fluency of this process is largely due to an efficient
financial organization, which lives strongly in a monthly rhythm. Approximately one week
of each month is dedicated to month-end processes, focusing on both current performance

evaluation and forecasting efforts.
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Interviewees F and D acknowledge that the monthly reporting process generally functions
well, especially at the division level. However, interviewee F expresses a desire for even
faster access to final figures, sometimes preferring them sooner than the fourth or fifth day
of the month. This preference is driven by external pressures that arise shortly after month-
end. Interviewee E also recognizes the time pressure involved in producing reports, which
leaves little room for error. Therefore, extending the time frame for obtaining final figures
before publishing them externally would be beneficial. However, despite this time pressure,
interviewee F emphasizes the importance of waiting for accurate figures to present a true
reflection of the company's situation, rather than rushing to publish potentially volatile data.
Throughout history, there have been significant fluctuations in figures before the end of the
accounting period. Especially on the cost side, there can be last-minute changes, for example
in the valuation of inventories, which in turn can affect the result quite drastically at the
divisional level. Usually, these fluctuations are related to various valuation items that have
either been overly optimistic or pessimistic regarding the actual value of inventory.
(Interviewee F) Interviewee G disagreed quite strongly with interviewees D and F on the
effectiveness of the reporting process itself, and described it as follows:

“I think we always end up getting what we want, but the process to get there

is not smooth. I'm not the controller any longer, but I see that the controllers

for my business unit working crazy hours to get to that basic level and we're

not even talking about drilling down to the details, so it's currently not a very
smooth process.” (Interviewee G)

According to interviewee G, one causing factor to the workload of controllers is the
involvement of multiple legal entities. These entities refer to distinct subsidiaries or business
units operating under the case company, each with its own legal status and responsibilities.
Sometimes a single mill can encompass three legal entities, leading to the need for
eliminating internal flows and requiring extensive inspections, which can be time-
consuming. Interviewees G and C repeat interviewee B's sentiments about the high level of
manual work required, noting that while the process operates quite smoothly at higher levels,
lower-level information requires considerable manual effort before a clear understanding
can be obtained. For instance, determining whether changes in cost items are due to volume

or price variations often entails significant manual work for controllers.
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Shortcomings of the current reporting and areas of improvement

Interviewees were queried about specific shortcomings in the current KPIs reporting process,
aiming to identify areas for improvement. There was more variation in the responses of this
question. This is partly because some kinds of challenges had already emerged from the
previous questions. Interviewee A highlighted the absence of a cash conversion cycle and
generally working capital turnover rates in the current reports. In this context, it is pertinent
to discuss certain guidelines regarding whether it is preferable to examine the divisional
figures comprehensively or focus on the components included in external working capital.
This would mean separating from the cash conversion cycle the commitments and
receivables that exist within the company. For instance, if their division purchases raw
materials from other divisions, the question is whether these transactions should be included

or excluded from the total monitoring. (Interviewee A)

In terms of shortcomings, interviewee B mentioned the untapped potential of Power Bl on a
larger scale. This is partly due to the lack of effective promotion or implementation of Power
BI within the company, resulting in minimal training provided. As an example of its wider
use, interviewee B suggested that Power BI could be integrated more seamlessly into daily
workflows. For instance, if an individual requires a deeper understanding of something
presented in a PowerPoint, Power BI could serve as a tool to delve into more detailed
analyses based on the presentation content. According to interviewee B, in an ideal case,
Power Bl could generate a sort of basic reporting package by using artificial intelligence
(Al) with fresh data. It would then be trained on the previous reports to provide analytical
comments about the figures. Interviewee B adds that this is not a very distant future, but the
risks involved must be recognized. If errors occur in the reports, individuals should have the
competence to identify them, which poses a challenge. For instance, if a report indicates a
figure of 5, some experienced individuals might recognize that as impossible, expecting it to
be between 10-15. However, it is essential to recognize that not everyone may immediately
notice such inconsistencies. (Interviewee B) Therefore, even with an Al-driven report,
criticality is necessary to assess whether a reported figure aligns with reality. This

underscores the critical role of human oversight in data analysis processes.

Also, according to interviewee D, there is potential for Power Bl to be utilized more
effectively instead of relying solely on PowerPoint. However, when considering reporting

in a broader context, interviewee D doesn't perceive any significant shortcomings in
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obtaining necessary information across various scenarios. Thus, there are no critical
problems with the current reporting process in terms of access to information. Interviewee
D described this as follows:

“Of course, processes can and should always be developed, but | don't see any

major shortcoming that would make it difficult to manage this company
because we don't have something in place and so on.” (Interviewee D)

However, interviewee D emphasizes the continual need for improvement, highlighting, for
instance, the capability of Power Bl to streamline processes and minimize manual tasks. This
would be particularly beneficial for controllers, as dedicating time to creating diverse
PowerPoint presentations for various purposes is not particularly value-adding and could be
allocated more effectively. (Interviewee D) Nonetheless, when considering it from the
perspective of whether essential information reaches the CEO, interviewee D believes that
the way the information is delivered is not so important as long as it is received. This is an
interesting point because ultimately, having the necessary data every month is crucial.
However, considerable benefits could be achieved by optimizing the process on the

information production side.

Interviewee F highlighted the lack of clarity regarding revenue recognition in sales, noting
that it is quite a common problem in organizations. According to interviewee F, this includes
scenarios like non-invoiced shipments, which can significantly impact financial outcomes.
While such issues may seem insignificant within a quarter, they become more pronounced
for publicly traded companies, particularly on an annual basis, presenting numerous
challenges. Interviewee F also expressed personal frustration with situations where estimates
for a quarter are provided despite incomplete invoicing. While certain factors like logistical
issues are beyond their control such as a shipment not being dispatched, the accuracy in
invoicing is essential as per interviewee F. This ensures that invoices are allocated to the
correct months, thereby preventing the need to discard estimates due to discrepancies.
Moreover, interviewee F underscored the necessity for everyone within the organization to

understand their responsibility in maintaining accurate estimates.

According to interviewee C, one of the most crucial aspects for improvement in company
reports is their excessive length. Reports should convey information effectively, and this
purpose is compromised when reports become overly lengthy. Therefore, interviewee C

suggests that the case company should prioritize clarity regarding the content of reports and
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carefully evaluate whether all included information is truly essential. Interviewee C
humorously characterized the group's financial report as follows:
“I think you know, if I go and supposed to look at the group financial report,

it is long. My God, it's long, you know, but that's the thing. So, it's too much
and you know, to really make the short selection somehow. ” (Interviewee C)

All in all, it can be stated that it is very essential that reports are concise and focused,
allowing decision-makers to swiftly grasp key insights without being drowned by
unnecessary details. This underscores the need for a streamlined approach to reporting that
maximizes the value of information while minimizing the excessive content. According to
interviewee C, Power BI can provide a kind of solution to the issue of lengthy reports by
providing concise summaries of essential information while still allowing users to access
more detailed data if needed. However, interviewee C expresses scepticism about the
widespread adoption of Power Bl, among senior management such as Executive Vice

Presidents or Senior Vice Presidents.

One of the development ideas from interviewee E concerns the presentation of the two
divisions as a single entity, which in practice would mean consolidating their reporting.
According to interviewee E, while current IFRS standards require separate reporting for the
two divisions, historically, this separation wasn't necessary. However, the divisions aren't
significantly distinct from each other to justify separate reporting. This only leads to
confusion, particularly among investors. Another proposed idea is to present deliveries of
two different business units together since the product segments they contain are so similar.
(Interviewee E) Interviewee E expresses concern that the organizational structure of this
certain division may be challenging for investors to understand since investors often track
numerous companies across various sectors. Hence, expecting them to be experts in each
company is unrealistic. Interviewee E indicates that it is challenging for investors to
comprehend a case company divided into multiple divisions and business units. Regarding
the business units, interviewee E recommends reporting at least some sales line data to
facilitate better understanding among investors. According to interviewee E, this one
division within the case company under review is especially challenging to follow due to the
diverse dynamics impacting sales and EBIT. That is why internal dynamics within this

division need to be adjusted to enhance communication with external stakeholders.
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Interviewee G already expressed earlier in the interview that the current process involves too
much manual work, so it is not surprising that increased automation is identified as the most
obvious area for improvement. Interviewee G stressed that it is very important if monthly
reporting is to be completed within the current narrow time frame. This underscores the
necessity for streamlining processes and leveraging technology to expedite reporting tasks
efficiently. Moreover, implementing automation not only accelerates reporting timelines but
also reduces the likelihood of errors, thereby enhancing the overall accuracy and reliability
of the reports. Interviewee G explained the current level of automation as follows:

“I mean, we know every month that we need the same report, the same

analysis, the same variances. This is just pure math; it should come

automatically from the system. Now, that's easier said than done, because it's

been now 15 years that I've been talking about this and it's still not coming
from the system.” (Interviewee G)

On the other hand, interviewee G questions whether they need everything that is currently
produced at the monthly stage. At times, they are reporting a surplus of information that very
few end up utilizing. Additionally, interviewee G believes that reducing the volume of
reports could enhance reporting accuracy. Interviewee G proposes considering whether some
current figures could transition to quarterly reporting, thus reducing the workload per month.
Interviewee G also argues against the current need for numerous reported variances, as
market information is provided every quarter. These aggregated variances serve more for
external communication than internal business steering. Interviewee G encourages
simplifying reporting to better serve business management needs, highlighting the potential
benefits of streamlining processes and reducing unnecessary complexity. This approach

aims to enhance transparency and facilitate more informed decisions across the organization.

Monthly reporting to contribute the effective decision-making

Monthly reporting can be seen as a crucial part of facilitating effective decision-making in
organizations. By providing regular updates on KPIs, other financial measures, and
operational insights, monthly reports offer decision-makers timely and relevant information
to assess the company's performance and make informed decisions. These reports enable
management to monitor progress towards strategic goals, identify areas of improvement or
concern, and take corrective actions as needed. Additionally, monthly reporting helps in

tracking trends over time, comparing actual performance against budgets or targets, and
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forecasting future outcomes. Overall, timely and accurate monthly reporting serves as a vital

tool in driving organizational success by supporting data-driven decision-making processes.

According to interviewee A, reporting can contribute to effective decision-making when it
can point out areas where the company is not performing well enough or where performance
is forecast to deteriorate. In essence, reporting should pinpoint the critical issues in the value
chain that the company can influence through its own actions. In the case of KPIs, this entails
highlighting the underlying components that drive performance and can be influenced to
enhance the company's operations. According to interviewee A, in an ideal scenario,
reporting should be able to show, for example, that they are facing a profitability problem
because the cost of a certain raw material is rising. In other words, from the perspective of
necessary action, this should indicate the possibility of influencing the price of a raw material
either by reducing consumption or by adjusting prices. (Interviewee A) This enables the
company to proactively prepare for the impending change. Essentially, effective reporting
should illustrate the key drivers of change, signalling the need for proactive actions to adapt

and improve performance.

According to interviewee B, reporting can enhance effective decision-making when it
presents a concise overview of the company's performance. This is because only a few
people have the time to delve into lengthy reports covering tens of pages. Currently, the case
company faces challenges in summarizing the relevant information when there is a lot of
data available. For instance, interviewee B mentions that the monthly board report comprises
a lengthy 100-page PowerPoint presentation. However, the reason behind this extensive
reporting is the current desire to present KPIs not only at the group level but also at the
division level, and even at the mill and production unit level within a division. This approach
results in an increased number of KPIs, even for fundamental indicators like sales, EBITDA,
EBIT, ROOC, cash flow, and working capital. Nonetheless, within the reporting hierarchy,
the volume of data tends to escalate with the granularity of information presented.
Consequently, the case company must carefully consider the preparation of each report to
ensure it effectively communicates key insights. Interviewee B described the more concise
presentation of reporting as follows:

“Inan ideal situation, it could be that we would have something like a 30-page

executive summary and then even links there to the MSBI [Microsoft Business

Intelligence] side, which then shows these more detailed level figures.”
(Interviewee B)
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Interviewee B further emphasizes that the case company possesses all the necessary
prerequisites to execute reporting as described above. However, in practice, it fails to do so,
potentially hindering effective decision-making processes. According to interviewee E,
reporting plays a particularly important role in helping the CEQO's decision-making, for
example by providing insights, into how the company ranks against its competitors. It also
helps to evaluate whether investments are aligned with strategic objectives and to assess the
effectiveness of sales strategies in the right segments and markets. Thus, interviewee E
summarizes that in any business, monthly reporting serves as a vital tool for monitoring the
company's performance and evaluating the effectiveness of its strategy. Interviewee G also
agrees, pointing out that the company would not survive without monthly reporting.
Successful decisions are almost always based, at least to some extent, on data, which
monthly reporting helps to make possible. This ensures that decisions are well-informed and
grounded in a thorough understanding of the company's performance and trends over time.
According to interviewee G, the reliability and granularity of the data are crucial factors

influencing decision-making.

Interviewee D underscores the critical role of the controlling organization, particularly in the
tactical management of short-term business processes to obtain reliable historical data and,
above all, dependable short-term forecasting. This forecasting is pivotal in informing
business decisions and ensuring their effectiveness. Interviewee D also emphasizes that
many of these business decisions occur and should occur outside of the monthly reporting
process, relying instead on more generic controlling work and management decision-
making. Moreover, interviewee D notes that the current decentralized operating model
encourages prompt decision-making, ultimately bringing decisions closer to the customers.
This decentralization poses both challenges and opportunities for the controlling
organization in terms of effectively supporting decision-makers. Decision-making
responsibilities encompass various facets, including operations management at the mill level
and customer-related decision-making at the sales interface. Interviewee D stresses that
enhanced support for management decision-making processes correlates with better

outcomes overall.

According to interviewee F, reporting contributes to effective decision-making when it can
highlight certain trends, such as demand, prices, costs, and inventory levels. For example, if

the report indicates that destocking has stopped and simultaneously shows an increase in
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order inflow, it signals that the company is moving in the right direction. Consequently, this
increase in orders is likely to lead to sales growth, impacting costs and margins accordingly.
(Interviewee F) Interviewee F underscores the importance of monitoring the contribution
margin when assessing the profitability and progress of the business. Interviewee F provided
an example, that maintaining a satisfactory contribution margin depends on the ability to
adjust product prices to compensate for cost increases. However, if sales volumes drop
simultaneously, price increases may not be sufficient to cover fixed costs. When the share
of fixed costs is not flexible, contribution margins decline rapidly. (Interviewee F) This
example emphasizes the importance of adding analytics into reporting for more effective
decision-making. Enhanced analytics would increase transparency and, thus help to better
understand the evolution of the company's product prices and volumes, as well as cost

dynamics.

Enhancing daily operations for performance improvement

This section aims to explore the alignment between daily operations and KPIs targets, as
well as their reporting mechanisms. Additionally, it delves into the broader integration of
performance enhancement within the organization's daily activities. This section particularly
emphasizes interviewee D's views on daily performance improvement. The case company is
currently implementing a "Transformation Office™ concept, for which interviewee D is
responsible. This concept is driven by two primary objectives. Firstly, it seeks to enhance
short-term financial performance and mitigate the current financial challenges. This involves
prioritizing the protection of assets and strengthening the balance sheet, thereby facilitating
a more systematic implementation of various improvement programs. Secondly, this concept
aims to embed a culture of continuous improvement into the organization's daily operations,
thus contributing to long-term sustainability and efficiency.

“It's a cliché, this constant improvement, but still I haven't come up with any

better words to describe it." (Interviewee D)
The "Transformation Office™ concept is closely linked with the focus of this thesis, which
emphasizes the pivotal role of a company’s performance and its measurement. Based on the
perspective presented by Cox et al. (2003), they assert that KPIs serve as a tool for
management to evaluate employees' performance within specific tasks. This is a good

example of the importance of individuals as a whole in measuring the performance of a
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company, highlighting the connection between individual efforts and overall organizational
success. Consequently, interviewee D was asked an additional question about strategies to
promote a culture change where employees are given more responsibility, and their

performance is more strictly evaluated.

Interviewee D highlighted a few crucial elements in creating such a cultural transformation.
It all begins with the directors and their example, extending from the CEO down to every
level of management within the organization. This leadership encompasses not only top
executives but also members of the management team, mill managers, and, further down the
hierarchy, production managers, and so forth. Secondly, the company needs to tell a
convincing story about the transformation, explaining why it is necessary and why it is worth
investing resources and effort into it. (Interviewee D) Regarding the use of resources,
interviewee D gave the example of the reasonable use of consultants, which are always quite
expensive for the company. Thirdly, selecting appropriate indicators to guide and evaluate
the transformation process is essential. Interviewee D stressed that utilizing effective tools,
such as Power Bl or similar platforms facilitates the transparent communication of indicators

across the organization, ensuring alignment and accountability among stakeholders.

When all interviewees were asked how they thought their daily work was linked to the KPIs
targets and their reporting, the responses varied significantly. Furthermore, some
interviewees displayed a lack of familiarity with the subject matter (Interviewee E & G).
This implies a potential necessity for improved communication within the organization
regarding KPIs and their target setting, ensuring their comprehension and effective
utilization in daily operations. Additionally, it may indicate a need for management to
reassess and interpret the organization's strategic objectives and their alignment with day-to-
day activities. This will ensure effective implementation and monitoring at all levels of the
organization, extending beyond senior management to encompass broader organizational
involvement. This is certainly one of the driving forces behind the company's adoption of a
transformation concept aimed at embedding continuous change within its organizational
culture. A fundamental objective of this initiative is to foster individuals to take more
responsibility for the overall performance of the company, encouraging everyone to identify
areas for improvement. Moreover, the overarching goal is to move beyond episodic
improvement programs and instead, integrate a culture of continuous improvement into the

individuals' mindset and approach to work.
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Interviewee A mentioned the term value creation plan in the context of KPIs objectives and
their daily operations. In practice, this means that there are activities at all levels of the
organization to reduce the company's energy consumption, enhance the utilization of raw
materials, and improve the company's sales, either by increasing volume or price. According
to interviewee A, all the above crystallizes in how these activities are aggregated in the big
picture of the company.
“So how do we then steer this and how do we keep the pressure and create as
a kind of cultural change, where people have more responsibility, where their
performance is monitored more, they are praised for good things and they are
being helped to perform better in the areas where we dor 't get the results — So

this a kind of the big picture that will set then, of course, a lot of pressure also
to get there in the activity level steering. ” (Interviewee A)

In accordance with interviewee B, much of the daily work is structured around KPIs, in the
sense that the actual or forecast figure is often compared with the target level or previous
forecast. This comparison is utilized to identify any deviations, forming the basis for gap
analyses to determine where the deviations are coming from. Interviewee B further
emphasizes the importance of each indicator being relevant to the individual's work. For
instance, in the production of a specific product, the mill would analyse the production cost
from the previous month and assess whether it met the target or if any changes were observed
compared to the preceding month.

“Why did the costs change, did the costs rise or not, then this should also be

linked to the goal discussion that, what our goal is, and then through that we
get to the question of how this can be developed. ” (Interviewee B)

In the context of KPI targets, interviewee B also stresses the importance of implementing
some form of reward system for performance monitoring, which is often overlooked but can
significantly enhance motivation and accountability among employees. According to
interviewee F, the significance of working with KPIs and their targets on a daily basis
becomes particularly apparent when challenges are identified within a unit or process. In
such cases, time is evidently prioritized for addressing the issues within that unit, leading to
the naturally reduced attention to more stable units.

“[With more stable units] I look monthly that it is about roughly right and let’s

say about 15% over the cycle EBITDA if it moves there, so then it is for me
such a sign that it is not worth spending too much time on it.” (Interviewee F)

On the other hand, for those units with more challenging operations, various analyses are

carried out daily. Discussions are held to determine how to mitigate the challenges and how
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to find different options to solve the problem. Interviewee F highlights that a similar
approach is taken for significant investments. If the expected returns are not achieved,
weekly analyses are conducted to plan improvement procedures. This proactive approach
ensures that issues are addressed promptly, allowing for agile decision-making and
continuous improvement.

“What if we put the machine down for a month or even take a longer shutdown,

what costs we can cut permanently off, sadly very little — but it's this type of
exercise all the time.” (Interviewee F)

“In fact, every week we talk about that when we have built such a waterfall, so
what all we must do to reach the EBITDA break-even point first. And there are
our own actions and then, of course, we have a certain kind of sensitivity
analysis that if we get prices increased, it is usually the biggest lever that will
quickly make the margins improve.” (Interviewee F)

The examples described above illustrate well how monitoring of KPIs is also very situation
dependent. When a company faces challenges in a particular business area, certain KPIs in
that area may receive more emphasis and monitoring, while others may remain in the
background. This flexibility allows for the efficient allocation of resources and responds
promptly to evolving circumstances, thereby facilitating the attainment of its strategic goals.
Interviewee C further confirms this notion by stating that within the context of a long-term
strategy, daily monitoring of objectives may not be as appropriate, considering that strategies

often take several years.

Interviewee D summarizes that when monitoring KPI targets, it is crucial to implement (put
into practice) the KPIs from the top levels to the lower levels of the organization. In the case
company circumstances, this entails that the KPIs at the group level are transferred into
divisions, business units, mills, and ultimately teams. According to interviewee D, the key
is for everyone to comprehend how their individual work impacts the KPIs of their team,
mill, or area of operation. Engaging in target discussions is also vital in this process to ensure
that everyone understands the significance of their contribution to the larger picture.

“For example, safety is a classic example of how my daily, every hour and

every moment activities affect the common safety indicators and the creation
of a safety culture.” (Interviewee D)

Interviewee D emphasizes that enhancing this understanding is paramount so that individuals
can personally comprehend how the group objectives influence their own actions.

Consequently, the implementation process plays a pivotal role in KPIs and their goal
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attainment. If this implementation process fails to underscore the importance of objectives,
interviewee D indicates that there may be incorrect indicators in place. This approach,
emphasized by interviewee D, is indeed significant, as there are numerous reasons why
understanding performance indicators at the individual level is important. Understanding
KPIs at the individual level facilitates in engaging individuals by clarifying their
responsibilities. Additionally, it enables lower levels to participate in decision-making and
monitor their progress against targets. After all, the daily operations of the business, such as
production often occur at lower levels within the organization. Therefore, individuals need

to understand how their activities contribute to the overall functioning of the business.

Interviewee F in fact expressed concerns about the level of individual involvement in driving
performance improvement, describing the current state of the so-called performance culture
as being in its infancy. Currently, individuals are hesitant to fully commit themselves to
driving performance improvement initiatives. It can be understood from interviewee F's
remarks that employees do not dare to take decisive action, even when they recognize the
need for change. The current situation is that senior management typically initiates
discussions about impending problems, leading to panic among teams. However,
interviewee F acknowledges that while this situation is common, the fundamental concept
of a business organization is to actively involve more individuals, enabling the creation of
timely solutions before issues escalate into crises. According to interviewee F, there is still
a lot of room for improvement in this area, for everyone “to put themselves on the line”.
This suggests that there may be untapped potential for further enhancement in the

organization's performance measurement practices.

5.3.1 Clarity and visual appearance of the report

This chapter aims to delve deeper into the overall structure and readability of the report. It
examines various visual elements and evaluates factors that enhance the clarity and usability
of the report. This theme, highlighted in the interviews, is central to the dashboard's design,
as each reader possesses slightly different preferences for an effective report. Interviewees
were also asked in general which factors they thought would improve the clarity and
usability of the report. In essence, these questions were designed to ascertain the specific

factors that interviewees consider essential for creating a quality report. Next, further
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insights from interviewees on the key characteristics that the report should include to ensure
clarity and usability will be examined. Additionally, their perspectives on elements that
contribute to the effectiveness of a report in facilitating informed decision-making are also
examined. Interviewee A described the features of good reporting as follows:
“Well probably at the top level, you kind of burn an image into the retina, what
it looked like, so it cannot have very many indicators. They must be reasonably
large, and they must be enough visual, so whether it is a speedometer or

whether it is some other shape, it doesrn 't matter, maybe also the green, red,
kind of colour map there must be at some level. ” (Interviewee A)

According to interviewee A, the report must be in some way polarising, meaning that it
clearly distinguishes, for example by colour, whether the company is performing well,
poorly, or "okay" in relation to its objectives. In essence, the report should prioritize
highlighting the most pertinent issues while also distinguishing secondary concerns.
Interviewee A also suggests avoiding unnecessary emphasis on a specific KPI unless it
significantly deviates from the target level. However, interviewee A advises that if an
indicator is consistently negative every month, it should be a sign that the relevance of the
targets needs to be reassessed. This is an interesting observation and reflects the fact that the
solution may not always be to improve performance, but also that the target setting may be
too optimistic. Additionally, the use of yellow as a colour should also be carefully
considered, as according to interviewee A it can easily lead to a situation where everything
is yellow, and it is not possible to focus properly on anything. Overall, interviewee A
suggests that there should be an additional aspect to reporting, allowing for the determination
of whether the observed difference in the KPI is significant, either positively or negatively,
in relation to the desired level. Interviewee B highlighted slightly different things:

“Well in a good report, so it is, of course, such simple things, so it must not

have too much stuff on one page, and usually in the good report headline says

the main message, and if not in the top headings, then in the subtitle. — If it's

a sales analysis, the report might say that: sales increased by 10 % due to good
order book and volume growth.” (Interviewee B)

Interviewee B emphasizes that the report should start by clearly stating its primary message,
as this establishes the foundation for the rest of the report and helps readers catch the key
points quickly and effectively. Interviewee B uses the term "moment of glory" to convey the
significance of capturing the reader's interest at the beginning of the report. Therefore, it is
important to present the core issues at the outset and then move on to the details. Interviewee

B also stresses the importance of maintaining a balance between numerical data and visuals
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but asserts that the report should primarily present key findings in textual form. This is
because reports often reach a broad audience, and if they solely consist of numerical tables
without associated commentary, the interpretation is left entirely to the reader. In a business
context, according to interviewee B, such commentary should firstly indicate the direction
of trends and secondly outline necessary actions to address them. Interviewee D stressed the
report's clarity and ability to effectively highlight key findings:

“I consider myself a reasonably enlightened reader of financial reports and

when | look at it and it occurs to me that | dor 't understand what this is, and

even if what period is about or what unit is about or what currency is about,

then there is something wrong with the report, so it should be somehow very
unambiguous, that what this is about. ” (Interviewee D)

Interviewee D stresses the unambiguous nature of the report, highlighting that achieving
clarity is not always as straightforward as it may seem. For example, when looking at several
periods of the past and future, sometimes even simple things can be difficult to implement
or forgotten totally. According to interviewee D, unambiguity consists of simple definitions,
such as what an indicator is and what it measures. For instance, when discussing margin
percentage, it is crucial to define whether it refers to gross margin percentage, operating
margin percentage, operating profit percentage, or another indicator. Interviewee D
illustrated the use of "traffic lights" as a tool to indicate the company's performance.
Regarding other visual elements, interviewee G acknowledges the merits of both graphs and
tables, noting their suitability for different purposes. Graphs are excellent at presenting
information in a visually engaging manner, while tables are less visually appealing but often
provide deeper insights beyond the surface level. Interviewee D emphasizes that particularly
for occasional users of the report, it is essential that they can quickly understand the
information without spending excessive time reading it. Interviewee E stressed the
importance of consistency and described reporting as follows:
“I think good reporting in the company is to show the relevant things and make
it simple. Really explain what the drivers are and how does the dynamics work
and talk about good and bad times to be consistent, if the market drivers are
positive and that is the reason for the good result, we should mention that and

not only blame it in if it's a bad result. I'm not saying we are doing that, but |
think consistency is key. ” (Interviewee E)

Interviewee E underscores the significance of explanation in reporting, emphasizing the need
to provide reasons behind observed phenomena. For instance, if sales decrease due to lower

demand, it is essential to explain the factors contributing to this reduced demand.
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Interviewee E emphasizes that the main numbers should be prominently displayed, while all
graphs and illustrations should be also sufficiently explanatory to effectively convey key
information. According to interviewee E, providing explanations is crucial for both external
and internal reporting purposes. Externally, it serves to justify the company's actions to
stakeholders who may not possess an in-depth understanding of the business. Interviewee F
underscored the importance of identifying trends in reporting:

“I'm an old-school guy, so I like a lot of these kinds of traffic lights and then

some kind of arrow could be pretty good to show the direction where we are

going, and in a way, then there is no problem to go through even big data.

Another extremely important thing is that we have enough indicators, so to
speak, on the timeline to see what kind of trend we are in.” (Interviewee F)

Regarding trend monitoring, interviewee F emphasizes the importance of observing trends
at least one year ahead and one year back, as well as quarterly. It is crucial to analyse
historical and future activity, particularly because the case company experiences seasonal
fluctuations in demand, and maintenance shutdowns can significantly impact quarterly
results. Trends offer substantial visibility into the company's performance, enabling the
identification of evident patterns compared to reference periods. (Interviewee F) In terms of
visual elements, interviewee F finds both tables and graphs appealing but prefers graphs for
their ease of viewing, especially on devices like an iPad. Interviewee F also implies that
longer reports become more user-friendly when they incorporate an executive summary
outlining key findings. Additionally, the simplicity of the reports is key, especially because
many individuals must navigate large volumes of data daily. Making reports as
straightforward as possible ensures that key points are easily noticeable, thus facilitating
comprehension, especially for individuals less involved in day-to-day operations.
(Interviewee F) Interviewee G stressed the content of the report and the possibility of a drill
down, above all:
“If 1 would have the granularity down and I could drill down from one KPI.
So, is my contribution margin in line, let's say no, I click it there, and | see
sales and costs. Is the problem in sales, no it's in cost. OK, so I click it again.
Is it then [certain] raw material cost or what cost? — So that | could just drill

down would be nice to have and this kind of traffic light impact because that
would allow us to react a bit faster. ” (Interviewee G)

The example of interviewee G illustrates that reporting should support the discovery of the
"root cause" to help decision-making. When discussing the characteristics of a good report

or aspects to prioritize, interviewee G stressed the significance of its content, particularly
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focusing on statistics and specific KPIs. This indicates that the presentation format itself is
not necessarily highly significant. However, interviewee G emphasizes that tools like Power
Bl enhance the usability of reports by enabling the rapid creation of tailored reports for
individual needs. Such tools also offer better functionality for working with various data
fields compared to Excel. Power Bl could also streamline the process of generating
personalized reports, eliminating the need to ask someone else to do these. (Interviewee G)
Interviewee G also highlights the significance of including data from at least the last three
months, in addition to the current period, enabling comparisons with historical performance.
Furthermore, interviewee G emphasizes the importance of relative numbers over absolute

ones. Table 6. summarizes the characteristics of a good report mentioned by interviewees.

Table 6. Characteristics of a good report

Characteristics of a good report

Interviewee Essential features Visual elements
Clear and visual, providing at first glance a .
. - , Use of colours, correct proportions of graphs,
A. comprehensive overview of the company's current

L report polarity, limited numbers of indicators
performance and future direction portp y

Simple and concise, with the main message of the

B. report clearly stated at the beginning and avoiding
unnecessary length

Straightforward enough, highlighting key

Balance of graphics, table of numbers and text
comments, division into clear headings

C. development points without unnecessary length Combination of graphs and numbers in tables
Unambiguous and user-friendly, facilitating the Depending (_)n the pu_rp(?se, a table or graph may be
D. more suitable, utilizing colors to convey the

swift identification of key issues company’s status (e.g."traffic lights”)

Simplified, consistent and sufficiently explanatory,
E. emphasizing key aspects related to the main drivers
of the business

Alongside with the financial numbers, extensive
use of graphs

Clear, encompassing, and informative, offeringa | Inclusion of both graphs and tables, use of colours
F. concise overview of key trends and actionable (e.g."traffic lights"), integration of timelines, and
insights for decision-making presence of arrows to indicate direction

Understandable and logical, presenting information
G. at a high level while also enabling
detailed exploration

Utilization of colours, possibility to drill down,
using relative numbers rather than absolute

Table 6. shows that the interviewees' answers are quite similar regarding the layout and other
important features to contribute clarity and usability of the report. Interviewees consider that
a good report is clear, comprehensive, and informative. It contains relevant information and
key findings on the company's performance or other important issues. A good report is also

visually appealing, easy to read, and provides the reader a clear understanding of the
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information presented. It should also be written in an understandable format that meets the
needs and expectations of the report's users. It is evident from the interviewees' responses
that none of them express strong preferences for specific visual elements as long as they are
clear and easy to interpret. The aspects that interviewees paid attention to in a good report
were also quite general observations regarding the content of the report itself and its usability

and clarity.

The importance of drilling down for decision-making

In the report layout discussion, interviewees were asked about the significance of drill down
capabilities for decision-making. The term "drill down" is closely associated with Power B,
as it refers to the ability of the user to move from higher level information to a more detailed
level. The question was also relevant to the thesis topic because the possibility of drilling
down into the underlying factors of KPIs had already been raised several times in the
interviews. In essence, the question aimed to explore how such a report could be constructed

to facilitate the crucial drilling down capability for decision-making.

According to interviewee A, the ability to drill down into the background data of KPIs is
essential for the dashboard to be considered usable. When it comes to its impact on decision-
making, interviewee A emphasizes the importance of the accuracy and reliability of the
underlying data. Interviewee A points out that the case company faces challenges in this
regard due to the tight schedule of monthly closings, which often leads to errors being
discovered too late to correct. If the number of errors increases and the data's reliability
diminishes, it undermines the purpose of reporting. Therefore, interviewee A underscores
the critical need to address these issues to ensure that the data presented in the reports
genuinely contributes to effective decision-making. It can be stated that implementing robust
quality control procedures and regularly reviewing reporting processes can help maintain the

integrity of the data and enhance its usefulness for decision-makers.

Interviewee G underscores the significance of data availability, particularly emphasizing its
pivotal role in enabling effective decision-making processes. If drilling down into the
background data requires extensive manual effort, it is unlikely to occur. To address this,
interviewee G suggests initiating a pilot project in a specific mill or business unit to ensure
easy access to data, starting with integration into the mill execution system and then

extending to financial reporting. Furthermore, interviewee G underscores that seamless
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integration of information from various systems would greatly enhance users to move from
higher level information to a more detailed level. Additionally, interviewee G mentions
ongoing efforts to develop mill data reporting for seamless inclusion in future monthly

performance routines.

Interviewees B and C emphasize the importance of the drill down feature for monitoring
whether the actions taken align with the company's objectives. They suggest that decision-
making is inherently connected to how tasks are executed or advanced. While they cannot
provide technical insight into promoting the drill down capability, interviewees B and C
underscore its criticality in understanding why a KPI has evolved in a certain way.
Interviewee B repeats previous points, emphasizing that each KPI is influenced by various
factors, making it essential to delve into the background data to interpret them accurately.
Interviewees D and E were not queried further about the drill down possibility, as their
current involvement in the internal reporting process or the use of the reports themselves is

not as significant for providing additional information.

According to interviewee F, drill down capabilities could be enhanced by including links
within the main indicators, such as a cost component, to access more detailed breakdowns
of variable and fixed costs when needed. For example, a link could provide insight into the
costs of main raw materials in terms of variable costs. Interviewee F suggests that facilitating
drill down functionality involves ensuring easy access to background information, regardless
of the method used. Additionally, the ability to drill down is essential for promoting
transparency and facilitating informed decision-making processes (Interviewee F). Based on
this it is crucial to ensure that the drill down functionality is user-friendly and intuitive,
allowing stakeholders to navigate effortlessly through the layers of data to gain
comprehensive insights. This not only enhances the usability of the reporting system but also
enables decision-makers to make informed choices based on detailed and relevant

information.

5.3.2 The future of monthly reporting

This chapter addresses the final theme of the interviews: the future of reporting, exploring
strategies to make reporting more forward-looking. This is one of the very important themes

to explore in the context of the development of reporting, as forecasting future trends is
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essential to reporting and enables proactive preparation for potential environmental changes.
(Schrage & Kiron 2018). Additionally, the section delves into the interviewees' expectations
concerning the development of reporting, particularly focusing on the KPI dashboard to be
created. Finally, the chapter includes additional comments from interviewees on issues they
didn't have the opportunity to address during the interviews or that they considered

particularly important to raise.

First, interviewees were asked for their views on how the current reporting model supports
future forecasting and how it could be made even more forward-looking. Most responses
indicated that, in principle, reporting does not support forecasting the future, and this will
certainly be one of the main priorities for the future (Interviewees A, B, C, E, F & G).
According to interviewee A, the lack of future forecasting is justified by the heavy reliance
on Excel and PowerPoint in reporting, which means that the necessary tools for forecasting
are not actually available. Additionally, the manual process of producing reports has resulted
in excessive time being spent on generating information rather than analysing it to identify
future trends. This manual workload also leaves minimum time to assess the accuracy of the
reporting, leading to various challenges.
"Let's say that the mill reported sales of product [x] that never actually
happened. And when you calculate the analysis of variance to explain the
mill’s result, it doesn’t show up it since the sales are zero. But if you put it
together in a business unit or division level, where there are sales of the
product [x], then it may cause that at the organizational level our variance
starts to look like that our result has dropped because we 've got a negative 40

ME€ from product [x] sales, which is because someone has reported something
that they haven 't realized that it affects something. ”” (Interviewee A)

Interviewee A summarizes that the example described above presents a specific challenge
as they cannot resolve such issues retroactively. Consequently, errors may persist in the
system and return even after a year. Interviewee A emphasizes the significance of possessing
reporting tools capable of detecting inconsistencies and discontinuities to target quality
control effectively. The case company is currently undertaking a project to specifically
address this issue. Interviewee A further emphasizes that the cohesive structure of the report
plays a significant role in predicting the future to some extent. Interviewee A underscores
the earlier comment that reporting should not merely provide a snapshot of the company's
current status but should also integrate ongoing trends. Additionally, in terms of temporal
information, KPI reporting should always incorporate a historical perspective, present status,
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and future projection. For instance, how expected cost developments combined with
expected sales price and market developments affect the company's profitability. Lastly,
according to interviewee A, it is generally important to consider the accuracy of forecasts,
which can be evaluated by assessing whether the reported events align with the predicted

financial performance.

Interviewee B also notes that predicting the future can be highly challenging, citing recent
instances of unsuccessful forecasts. However, interviewee B acknowledges that recent world
events, such as the COVID-19 pandemic and the war in Ukraine, have been remarkably
unpredictable, despite their significant impact on performance. Also, according to
interviewee F, the current global situation has also significantly influenced the estimates of
the case company. Interviewee F emphasizes that everything began with a notable decline
in demand due to the panic-buying of goods during the pandemic. This was followed by the
recession caused by the Russian invasion of Ukraine, during which consumers suddenly
stopped spending as interest rates rose. This in turn led to full stocks throughout the supply
chain in the case company. (Interviewee F) Interviewee D also concurs with interviewees B
and F that the company has not been very adept at predicting the current global situation.
They all described the case company’s ability to predict the future as follows:

“We kind of understand the basic fundaments and how they affect the KPIs,

but then the predictability, so we are, however, affected by these world's

macroeconomies and other similar factors and if there happen big changes,
we haven 't got any philosopher's stone to predict them.” (Interviewee B)

“Things like this [global changes], we have not been caught, of course, we
have seen the trend, but how quickly it strikes and how long it takes for stocks
to melt, so this is perhaps such a big challenge, and it is more like the business
intelligence side, that how we model our demand. ” (Interviewee F)

“A year ago, in the spring and already as in late 2022, the industry and we as
a company faced a huge steep decline and we couldr ¢ really predict it very
well in any area or at least not from the group perspective, and then it
surprised us a bit with its severity. So, it is perhaps a theme that | feel we
should still be able to develop further so that surprises of this magnitude that
we encountered would not come.” (Interviewee D)

In the context of the example above, interviewee B mentioned a partial lack of predictability.
However, the case company possesses certain tools or methods for forecasting, such as
various scenario planning techniques. These methods involve creating different scenarios
based on the KPIs by modifying the assumptions between worst-case and best-case

scenarios. This approach aims to offer alternative pathways for the company's positioning in
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these scenarios. Additionally, these scenarios outline the necessary actions for each situation.
(Interviewee B) Interviewee B believes that suitable tools for scenario planning will also be
developed in the future, and they will certainly be used to an increasing extent. Such an
approach for predicting the future is probably valid since these tools enable organizations to
simulate various hypothetical situations and assess their potential impact on business
outcomes. By exploring different scenarios, companies can better prepare for uncertainties
and make informed decisions. In addition, scenario planning facilitates strategic thinking

and fosters a proactive approach to navigating complex and dynamic environments.

Regarding the example above, interviewee F mentioned the utilization of the retail trade total
sales index of the EU-27 countries, which shows an 80 percent correlation with the case
company’s specific product segments. This index refers to a business indicator that measures
monthly changes in deflated retail trade turnover at the level of the European Union (EU),
the euro area, and individual EU Member States (Eurostat 2024). Nonetheless, interviewee
F acknowledges that such demand modelling exceeds the requirements of basic reporting.
Interviewee F also emphasizes the importance of advancing business intelligence,
particularly to gain a better understanding of the factors driving their end-use. In addition,
the case company could be better at analysing costs and prices, which could be promoted by
having a cost review in each quarter focusing on forward-looking perspectives and
actionable insights. Additionally, interviewee F notes the presence of numerous
discontinuities in future modelling and forecasting, including directives and regulations,
which require systematic understanding to anticipate their impact effectively. For instance,
the production of plastics poses a significant threat to the case company, which primarily
manufactures products from renewable materials. (Interviewee F) Therefore, future
modelling involves not only sustaining a competitive edge but also understanding consumer
behaviour and analysing competing materials and market competitors. In terms of
competitive advantage, it is clear that products made from plastic are often cheaper, which
Is an important factor in the consumer's purchasing decision. However, renewable products

contribute to long-term sustainability and competitive advantage.

Also, according to interviewee C, current reporting does not adequately support forecasting
the future as it often focuses too much on changes compared to previous forecasts.
Interviewee C finds this challenging because it is difficult to determine whether these

changes are positive or negative. Conversely, regarding performance measurement,
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interviewee C notes that within a financial organization, there is sometimes an excessive
focus on forecasts, while historical data is overlooked. Having historical data would provide
a better context for understanding the forecasts. On the more theoretical side of forecasting,
interviewee C mentions that they have some tools for it, which controlling uses in their work.
From interviewee C's perspective, it can be inferred that forecasted figures often come from
controlling, rather than management having access to actual analytical tools, or reporting

models for forecasting.

Interviewee D approached forecasting the future with reporting from a slightly different
perspective. Interviewee D underscores that reporting tends to consolidate all the inputs
together and forecasting typically happens elsewhere. Reporting only describes one
summarized scenario, but this alone does not support future forecasting. Interviewee D also
points out that reporting, in general, involves such "voice-overs", where individuals provide
insights into what has happened, what is going to happen, and what are the underlying
reasons. Integrating people's comments is a vital part of the analysis for achieving a
comprehensive understanding of both the present and the future. As one idea for
development, interviewee D suggested the selection of appropriate leading and lagging
indicators for forecasting, which is also reflected in Eckerson's (2009) article. Interviewee D
implies that the case company generally utilizes a forward-looking perspective and does not
overly rely on historical financial figures. However, there is room for improvement in this
aspect. The clearer implementation of leading and lagging indicators is justified, as this
breakdown could certainly help in balancing past insights with future considerations,

ensuring actions are adequately directed.

Interviewees E and G confirm the responses of previous interviewees regarding the
challenges of forecasting the future, especially in recent times. Interviewee E cannot
elaborate on the reasons behind this, whether it is related to the challenging market situation
or otherwise just short visibility or something else. According to interviewee E, the current
level of business intelligence primarily involves summarizing market data rather than
conducting in-depth analyses of how the market is evolving based on macroeconomic and
market drivers. Interviewee E highlights that investors are particularly interested in the
growth potential of different product segments, as well as price forecasts, as these are not
communicated externally by the case company. Thus, having more detailed analyses

available on key market drivers would make it easier for investors to address such inquiries.
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Meanwhile, according to interviewee G, the predictability of the future also varies among
business units. Some business units benefit from longer-term contracts, providing historical
data over an extended period, which assists in forecasting.
“Last year we made the forecast, and | was looking at the forecast for this year
and my contribution margin was 90 € [figure modified] per ton above the
historical average. | said this is wrong, it's not gone be like that because there's
overcapacity. So, if you look at macroeconomics and you know what your
contribution margin is, you know that if variable costs go down, your top line

tends to go down too because there will be price pressure. So, if you understand
your history, it helps you to stress test your future.” (Interviewee G)

Interviewee G emphasizes together with interviewee C that a solid understanding of
historical data is essential for predicting the future, as it provides insights into past
performance levels. However, current forecasting often relies heavily on the subjective
viewpoints of different people on how they see the future, leading to certain limitations.
(Interviewee G) This is a crucial observation, as future predictions are influenced not only
by quantitative data but also by individuals' subjective experiences. This, in turn, leads to
diverse views depending on the person, which naturally impacts the outcome of the forecast.
According to interviewee G, forecasting could be improved by making, for example,
statistical correlations to guide the forecasting process. Interviewee G also emphasizes that
an enhancement in statistical analysis could be achievable as it is grounded in pure
mathematics. However, this raises the question that even if such modelling is based on
mathematics, it still necessitates a significant amount of human expertise and knowledge. If
this expertise is lacking, the creation of statistics can become quite challenging in some

cases.

To enhance the forward-looking aspect of reporting, interviewee G proposes incorporating
additional KPIs into the portfolio to estimate the behaviour of the markets they serve. Like
interviewee F, interviewee G also highlights the importance of understanding the retail trade
total sales index of the EU-27 countries and its behaviours. This understanding could be
extended to examining how their end-use products relate to the Gross Domestic Product
(GDP). Thus, according to interviewee G, exploring indicators correlated with their own
performance could be a viable option. Figure 10. on the next page summarizes the main

methods of predicting the future that emerged from the interviews.



109

Analytics Utilization

Ah]}:tlgfilsa?f Scenario tools for of business Trend Statistical
Aot planning modelling intelligence analysis correlations
demand reporting

Figure 10. Methods for predicting the future according to interviews

Overall, interviews revealed that predicting the future is an essential part of business
planning and decision-making. It helps organizations prepare for upcoming challenges and
opportunities and make strategic decisions. Forecasting can be based on various methods,
including statistical models, historical data, and business intelligence analyses. It is
important to consider both historical trends and changing market conditions and external
factors such as economic development and competitor actions. Through forecasting,
organizations can improve operational efficiency, minimize risks, and exploit new

opportunities to develop their business.

Anticipations and supplementary remarks

When the interviewees were asked about their expectations for the development of reporting,
valuable insights were gained into their specific preferences and needs regarding reporting
practices. Interviewee A outlined two primary expectations for the development of reporting.
Firstly, to receive feedback from Members of the Group Leadership Team or other key
stakeholders within the case company's division, indicating an enhanced understanding and
visibility of the relevant issues. Secondly, to transition to reporting methods where key
findings are primarily presented through Power Bl dashboards or, alternatively, in
PowerPoint with screenshots taken from the dashboard. According to interviewee A, some
individuals may prefer this option handier. Therefore, it is essential to also acknowledge and
accept alternative ways of presenting information. This shift to Power Bl aims to

demonstrate a reduction in manual workload.

Interviewee B's expectations are related to the development of drill-down functionality in
reporting. Drilling down to a more detailed level of information would allow everyone to
find information relevant to their area of responsibility, which would also enable them to

perform better in their work. Additionally, interviewee B emphasizes the presence of



110

necessary technologies within the case company but underscores the importance of
encouraging organizational utilization and exploitation of available data. Moreover,
interviewees B and F highlight the considerations regarding data security and access rights.
Given the sensitivity of data, interviewee B emphasizes the importance of determining who
requires access to specific data and to what extent. Additionally, interviewee F suggests that
in some cases, restricting information might be necessary to prevent misunderstandings

when there is not enough data to understand the context.

Interviewee C's expectations are straightforward: reporting should streamline individuals’
tasks. Throughout the interviews, interviewee C emphasized the significance of receiving
reports from financial organizations containing key findings. Typically, the reports are sent
via email with a link, highlighting the relevant points to consider. The crucial aspect of the
report is to offer an overview through a few slides, allowing drilling down into essential
background information as needed (Interviewee C). Interviewee D strongly advocates for
the implementation of a Power Bl dashboard, emphasizing its benefits for both report users
and data producers. In addition, interviewee D underscores the organization's existing
experience in dashboard creation, suggesting that past successes and failures can serve as
valuable lessons for the current initiative. Interviewee E, who primarily deals with external

reporting, did not express specific desires for reporting development.

Interviewee F also hopes for the creation of a tool aimed at enhancing people's general
awareness. This kind of tool aims to facilitate the consideration of risks or opportunities
related to various activities in a more spontaneous manner. According to interviewee F, such
a tool would encourage discussions, challenge leaders, and help individuals to better
understand their roles and responsibilities. It would also serve as a mechanism to exert
pressure on specific key individuals to modify their actions if necessary. Additionally,
interviewee F emphasizes that having a broader understanding of the overall situation often

leads to better comprehension of the necessity behind certain actions, such as cost reduction.

The expectations of interviewee G align with the desires expressed by previous respondents,
such as A and B. Interviewee G seeks a unified platform like Power BI, offering a single
dashboard for key indicators while allowing seamless drill-down capabilities. Also,
interviewee G expressed a wish to conduct performance meetings without relying on
PowerPoint or Excel. When queried about the feasibility of this transition, the response was

corroborative. According to interviewee G, all the necessary technological capabilities are
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already in place, making the planned transformation entirely achievable. Moreover,
interviewee G believes that even those less familiar with Power BI can easily adapt, owing

to its user-friendly interface.

To ensure a comprehensive understanding, the interviewees were given the opportunity to
share any additional points they deemed important or had not yet addressed. Interviewee A
underscored the broad scope of reporting, encompassing various tools, systems, and different
needs depending on the target group for which it is designed. This is why interviewee A
recommends a special focus on improving management reporting, through these KPIs.
Interviewee A highlights that the development of reporting for controllers, for example,
would involve slightly different types of issues and might hamper the creation of a coherent
end result. This was a very important statement from interviewee A because although the
focus is on developing management reporting, it is certainly a challenge to create a reporting
platform that serves the detailed needs of many individuals. Thus, it is essential to recognize
that while the created Power Bl dashboard in the thesis serves as one implementation, its

design can be evolved to adapt individual preferences and needs.

Interviewee B also raised a very important aspect regarding the development of reporting,
describing it as a kind of process. Interviewee B highlights that these kinds of dashboards
have been in use for decades and they represent an evolutionary process, supported by
technology, where KPIs can now be viewed on devices like iPads and phones. Thus, in
relation to the development of reporting itself, interviewee B underlined the following:
“As with data in general, the big challenge is exactly how concisely you can
communicate and analyse the data, what it means to you and ultimately to the
decision-making and control of the company. This is kind of exploding and

there are all kinds of data available, but to condense it down and crystallize it
into what is relevant, I would expect to see developments.” (Interviewee B)

In the given example, interviewee B also highlights the concern that technology has
contributed to the challenge of handling increasing amounts of data, making it more difficult
to structure. As a result, individuals need to have the competence to distinguish relevant data,
which inherently contributes to the formulation of essential KPIs and the factors influencing
them. Interviewee B stresses that the definition or availability of KPIs is not a challenge for
the case company, but rather the challenge lies in using them to guide and initiate the
necessary procedures and activities. This is a process where the case company has room for

improvement and where technology is not currently a bottleneck.
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Interviewee D expressed curiosity about other reporting tools like Power Bl available in the
market. While Power Bl is a valuable tool offering significant benefits in reporting,
interviewee D states that it is not the only leading practice. Therefore, interviewee D
suggested that understanding the evolution of interactive and visual reporting tools,
especially from the controlling perspective, would be beneficial. This observation
underscores the importance of staying updated with emerging technologies in reporting.
However, the use of Power Bl is facilitated by its integration with Microsoft, the provider of
existing reporting tools used by the case company, such as Excel and PowerPoint. This
integration, particularly with Excel-based files, may contribute to Power BI's broader
adoption. Interviewee F made an additional point about the need for training, especially for
those who are not familiar with Power Bl as a tool.

“Well, so the thing is that it would probably be good to get training for people

like me and many others who don 't use these enough. I'm such an industrial

dinosaur already, that perhaps it is difficult for me to get these to learn

completely, but maybe we should look at who all should be using them and
who we expect to find the information there themselves. ” (Interviewee F)

According to interviewee F, the training should be targeted at key employees and should be
conducted by simply introducing the tool and its content, as well as demonstrating its basic
functionalities. While these tools may be familiar to those involved in information
production, adequate user training is crucial to enable others to use them independently. This
insight from interviewee F stresses the importance of ensuring that expected users possess
the required skills to effectively utilize new tools, especially considering the rooted practices
developed over many years. By offering required training, the seamless introduction of new

reporting methods could be facilitated, and their benefits could be maximized.

Interviewee G emphasized the significance of implementing Power Bl across all
organizational levels. He suggested that it would be beneficial for Power Bl to be utilized
not only at the business unit level but also at the group level, extending from the CEO
downwards. This initiative could commence by developing tailored dashboards designed for
specific purposes at every organizational level. Interviewee G adds that, given the
availability of data, it is more a question of how to structure it appropriately. Interviewee G
Is correct in emphasizing that the adoption of Power Bl would likely increase significantly
if awareness of its capabilities were raised across all levels of the organization. However,

this expectation may be optimistic for the short-term, as it typically takes time for a large
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organization to fully embrace and implement new practices and methods. Furthermore,
internal organizational processes and activities are needed to ensure the smooth integration
and implementation of Power Bl at all levels of the company. In addition to training
programs, this could include informational campaigns, commitment from management, and

clear communication regarding the necessity and advantages of adopting new practices.

5.4 Practical implementation of the financial KPls

This section is based on the practical implementation of the KPIs. It therefore consists of
interviews with the controllers responsible for the practical implementation of the KPIs in
the division under review. The interview with the controllers was conducted as a group
interview, with both participating simultaneously. Additionally, there was ongoing dialogue
and active engagement with the controllers throughout the thesis process. As the study has
revealed, the necessity for entirely new KPIs is minimal, thus this chapter moves away from
data availability concerns to examine the current practical implementation of indicators. The
main focus is on evaluating the current reporting process and examining management
interviews for suggestions on how to improve the execution of KPIs. Similarly, the
controllers are queried about their perspectives on the current reporting procedures, aiming
to gain insights into potential bottlenecks and areas for enhancement.

Both controllers (Interviewees | & H) also clarify the same concerning the reporting process
as what already emerged from the management interviews. They confirm that data is taken
from the consolidation tool (financial, production, safety, and environmental related data)
and then extracted in Excel to create the required visualizations either manually or
automatically. These are later presented using PowerPoint. Interviewees | and H emphasize
that the figures taken from the consolidation tool are reconciled between the five different
business units in the division under review. The KPIs that are followed at the divisional level,
have pre-defined templates for all business units so that each of them extracts the data from
the different systems in the same way. Interviewees | and H also add that for existing
reported KPIs such as EBIT and operating working capital, there is a ready-made Excel
retrieved from which graphs can be received for PowerPoint. Hence, Power Bl is presently
not utilized for monthly reporting. However, interviewee H mentioned that Power Bl

includes, for instance, Capex reporting and cost centre-based reporting. Therefore, Power Bl
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Is utilized occasionally, and both controllers are familiar with it as a tool. Figure 11.

illustrates the current reporting process in simplified form.
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Figure 11. The current reporting process

The answers of both interviewees H and | regarding the current monthly reporting process
were similar and the main points of development were also clearly identified. The monthly
reporting process itself has a lot to be clarified, as well as the responsibilities of the persons
involved. This is primarily because when referring to a large company, it comprises
numerous significant entities, including various units, sales companies, as well as larger and
smaller mills. Looking to the future, interviewee H believes that the monthly reporting
process of such a large organization would benefit from automation, which was also
reflected in the responses of interviewees B and G. The automation of the process can be
developed if the information produced is standardized in terms of what each person
produces, starting at the lowest levels of the organization. According to interviewee H,
numerous systems and methods of data generation have emerged over time, which at the end
of the reporting process are somehow harmoniously reported to the outside world. Currently,
there is a significant volume of data to be reported before it reaches higher organizational
levels from lower levels, and finally externally reported figures. Investing resources in
developing this process as a whole would save significant amounts of time for individuals
and result in cost savings. Interviewee H described the entity to be developed as follows:

“I am specifically referring to the data and its development and the

responsibilities of the organization. | see that there are also many grey areas

in ownership of end-to-end processes. — How to get some information from the

grassroots or from the mill floor to the final report, even to the board report.
It’s far too complicated and a long process in between.” (Interviewee H)
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According to interviewees H and |, there exists a discrepancy between the time spent
generating data and its actual utilization. Interviewee H stresses that the large amount of data
produced is not really helped by new tools at the end of the reporting process. Rather,
attention should be paid to the process of what data is produced and how it is calculated.
Additionally, emphasis should be placed on training individuals, ensuring the company
provides adequate guidance, and promoting awareness regarding the desired outcomes of
these processes and systems. Interviewee H suggests the need for further development of
existing guidelines regarding the operations of the reporting process and clearer specification
of responsibilities. Interviewee H additionally indicates that it would be good if reporting
was based on the existing consolidation tool to avoid misinterpretations and to ensure that

the monthly figures reported are in line with common procedures and practices.

In accordance with both controllers (Interviewees | & H), the main challenges in reporting
today originate from varying needs among the group management regarding for instance
comparison periods for KPIs. Interviewee H notes that while some prefer quarterly
comparisons against previous estimates, others may want to look for annual comparisons
against targets. This variance requires the creation of numerous PowerPoint reports each
month to adjust different preferences. Interviewees | and H believe that Power Bl could
address this issue by allowing users to select comparison periods, potentially reducing the
number of reports generated. Controllers also emphasize that at the divisional level, there is
a need for different figures to effectively steer the business, with a focus on forward-looking
indicators. The group management and the board of directors, correspondingly, want to see
publicly disclosed figures, which are mainly year-on-year comparisons and more past-

oriented figures.

If controllers consider the challenges specific to their role as data producers, one prominent
area for improvement is the ability to detect variances in reporting more effectively. For
example, if a report suddenly shows a negative figure, it should be an immediate sign that
something is probably wrong. Currently, spotting sudden negative figures or variances in
reports relies heavily on manual inspection, which is time-consuming, and can lead to errors
being unnoticed. There is a clear need for automated variance detection and communication
tools to alert users on time to significant changes for instance in turnover. Additionally,
interviewees | and H suggest that incorporating a commenting feature into reports could

enhance collaboration and understanding among users. However, concerns arise regarding
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the integration of real-time data and different comparison periods with this commenting
feature, as it may present technical challenges. If each user can select a comparison period,
it is important to consider, how will the commenting works in this kind of situation.
Interviewees | and H told that they have occasionally used the commenting feature in Excel,
but integrating it into reporting systems, especially into Power Bl, would require careful

consideration of user needs and technical feasibility.

KPIs reporting and practical implementation of new proposals

When controllers were asked to provide further details on KPIs reporting, interviewee I
highlighted that the updating of the current KPIs is done quite manually every month during
the closing. The calculation of KPIs also entails addressing certain general issues that
necessitate precision. Interviewee H gave an example of the variances within EBIT,
especially the related calculation before reaching the EBIT level. For instance, when
calculating the different cost items within EBIT, more detailed clarification would be needed
regarding which category each cost (transportation cost, variable cost, fixed cost, etc.)
belongs to. This concerns the cost items deducted from sales and the correct categorization
of these items, specifically, what each cost category contains and how they are defined.
According to interviewee H, this method of calculation may vary, especially between
divisions and the group. Both controllers also emphasized the importance of data granularity,
noting that mills require highly detailed data, where business units, divisions, and the group
levels require only high-level data. In their view, it is therefore appropriate to consider, how
to summarize detailed information for different purposes. In this same context, interviewees
I and H also raised a question about whose needs Power Bl will serve and how it can be
structured in such a way that it has some detail but is still sufficiently focused on the big
picture.

When calculating KPIs, it is crucial to consider certain figures in relation to their allocations
as highlighted by both interviewees H and 1. This means that fixed costs, such as those from
division or the group management, are allocated to respective mills. This is typically part of
fixed costs which consist of services, such as support functions, that benefit the mills and
must therefore be seen in their costs. This allocation assists in understanding the true
profitability of the mills. While mill figures haven't always included allocations, the current
process includes EBIT with allocations. According to interviewee I, although it is technically
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possible to show KPIs without allocations, it can lead to confusion regarding which costs to
analyse and for whom. Additionally, displaying the figures with the allocations enhances the
understanding that the allocated costs represent services provided to the mills rather than
burdens imposed by headquarters (Interviewee H). The accounting issues highlighted by
controllers underscore the complexities involved in extracting figures from the system.
However, they emphasize that the allocation of costs is not a reporting tool discussion but a
calculation logic that they need to understand in the case company. The key aspect of this
calculation logic is that information users comprehend the origin of costs, their allocation,
and their relevance in the analysis when presenting findings to management. Both controllers
also emphasize that accounting practices must ultimately align with the standards of the
group, and reporting procedures should be consistent across all levels. Interviewee H
expresses accounting practices as follows:
“I think we need to rely on the group set up, in a way that we don’t get confused
that we are providing some figures to the group level and then we are utilizing
in our reporting system different methodologies within [certain] division, and
that is crucial because then we ended up to the situation that we are confused

with the two sets of figures if we are having different views on our division
reports.” (Interviewee H)

When the management's requirements for new or improved indicators were discussed with
controllers, their responses made it evident that adopting a new indicator is not a
straightforward process. Given the substantial amount of data and the diverse structure of
the company with numerous units and entities, implementing a new indicator necessitates
careful consideration and cooperation across departments. Additionally, it is important to
ensure that the new indicator is compatible with existing systems and processes, and truly
enhances decision-making and operational efficiency. In other words, while the new
indicators desired by management should be carefully considered, implementing them
during this thesis is not feasible. On the contrary, considering the controllers' previous
comments, it would certainly be logical for the new indicators to replace some of the old
ones, as adding new indicators would only further escalate the volume of reported data.

According to interviewee H, the implementation of the cash conversion cycle, as suggested
by interviewee A, would require a comprehensive approach, such as a cross-section of sales
reporting, detailing how the company receives money. There are several considerations
involved in reporting this indicator, including assigning responsibility for its implementation

and reporting. Defining the cash conversion cycle involves determining which sales and
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customers are included, impacting the technical aspects of calculation. Additionally,
interviewee H notes that the sales figures are in another system, while the financial figures
are in SAP. This implies a kind of merging of systems, which further reinforces the fact that
someone would have to be responsible for the implementation of the indicator and related

elements.

As for the gross margin, interviewee H also recognizes its usefulness in illustrating the
distinctions between variable and fixed costs. It can be also understood from interviewee
H’s comments that the reporting primarily focused on EBITDA, as also pointed out by
interviewee C. Interviewee H believes that data availability is not the issue with indicator
implementation, but rather the challenges lie in who defines the indicators and who decides
on their implementation.

“I see it more like that way that you can want everything, but then there are

always those who say that not like this or not like that and you must include

this, but in fact, no one put an end to it and just say that this is the way it’s
done through [a case company]” (Interviewee H)

As for the KPIs related to product commercialization, interviewees | and H cannot provide
detailed perceptions, as they come from the financial side and lack precise insights into sales
figures. Regarding inventory monitoring, interviewee H concurs with management that there
is a need to enhance inventory monitoring, and it is challenging to obtain a clear picture of
the inventory situation. Interviewee H proposes consulting the mills responsible for stock
valuation to determine the main issues. Concerning payment terms, interviewee H notes the
absence of a unified system for monitoring them, with some payment terms stored in
sourcing systems and others in SAP. Interviewee H highlights the existence of multiple
payment terms and proposes consolidating them into a single payment term, stored in a
consolidated master data location for each supplier. Moreover, despite efforts to standardize
payment terms for purchase invoices over the years, interviewee H notes a lack of
commitment and resources to address this. Additionally, interviewee H emphasizes the
undervalued significance of high-quality and actively updated master data in driving
business efficiency and cost savings. Master data refers to persistent and gradually changing
data, such as customer data going back several years.

In discussions regarding proposals to enhance KPIs, the potential for improving access to
the underlying data was considered with controllers. Specifically, there were discussions
about achieving a more detailed breakdown of costs, which was the topic that emerged
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consistently across all management interviews. According to interviewee H, a more detailed
breakdown of costs is also a technical issue for the system, as not all costs are in the same
system. In essence, this implies that a more detailed breakdown of costs relies on the data
accessible within the consolidation tool, which serves as the foundation for generating the
reported figures. Interviewee H places particular emphasis on whether the material groups
and codes for costs have been successfully constructed in such a way that the data can be
analysed at a detailed level. Currently, this is not the case, largely due to the lack of a clear
owner of the material master data. Interviewee H further emphasizes the importance of
ownership and processes to effectively extract data from the system. On the contrary, all
individuals must be familiar with the contents of material groups and codes, and there should

be sufficient guidance available to clarify their corresponding contents.

Clarity and usability of the report

Regarding the clarity and usability of the report, controllers particularly emphasized the
content of the report. This entails ensuring that the report is transparent and traceable. A
traceable report provides clear visibility into its components, outlining precisely what it
encompasses and what it does not contain. Interviewee H highlights that Excel sheets and
reports frequently fail to clearly indicate the basis for comparison or the source of the data.
This created uncertainty regarding the reliability and origin of the data. This approach
underscores the importance of critically evaluating the data sources and understanding the
methodology behind the calculations. Ensuring transparency and reliability in reporting
requires source criticism, where the origins of the data are thoroughly examined to validate

its accuracy and relevance.

Controllers expect the user-friendliness of the dashboard to be a priority, particularly
considering the diverse needs of different teams within the company that utilize the reports.
In essence, when designing a dashboard, it is crucial to think about the target audience to
build the most effective reporting platform tailored to their purposes. However, achieving
this balance involves trade-offs, as it is challenging to meet every individual's needs with a
single dashboard. Additionally, interviewee H stresses the importance of ensuring clarity in
communicating the calculations behind each KPI on the dashboard. This clarity enhances

understanding and confidence in the reported data, fostering informed decision-making. In
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addition, the dashboard needs to be continuously improved and adapted to meet evolving

requirements and technological developments.

Regarding KPIs and the utilization of Power Bl in this context, controllers (Interviewees |
& H) also clearly express the need for a dashboard-style solution for KPI reporting. Such a
dashboard would serve the needs of management and would allow drilling down to a more
detailed level. Interviewees | and H stress that KPIs are mainly tracked through Excel files,
with limited use of Power BI. This highlights a potential area for improvement in the
adoption of more advanced analytics tools like Power Bl to enhance reporting efficiency and
data visualization capabilities. However, it is also important to balance technological
developments with the practical needs and familiarity of users to ensure seamless integration
and user adoption. On the other hand, the group interview with the controllers reveals that
the improvement of tools at the end of the reporting process is only one aspect of the whole.
The case company should delve deeper into its own reporting practices. This includes
promoting a common understanding of reporting practices, which could ultimately

streamline the reporting process and reduce the volume of data to be reported.
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6 Discussions and conclusions

This Master’s thesis aimed to explore methods for developing monthly reporting of KPIs to
better facilitate management decision-making. The study investigated the factors influencing
the selection of KPIs and emphasized the crucial considerations for effective reporting.
Moreover, it investigated methods to streamline the entire reporting process and proposed
layout options to enhance clarity and user-friendliness. The thesis was conducted as a
commissioned project for a specific case company. Qualitative research methodology was
employed, involving thematic interviews conducted with seven (7) senior managers and two
(2) controllers from the financial department. This method allowed for a comprehensive
exploration of the case company's monthly reporting practices and gathered insights from its
employees on this matter. The final chapter of this study summarizes the main findings of
the study and considers next steps as well as recommendations for the future. This chapter

also answers the research questions posed in the first chapter of the thesis.

The case company's current reporting process relies on the consolidation tool containing the
data that is modified in Excel, followed by a PowerPoint presentation of the key figures.
This process aims to reduce the use of PowerPoint and replace it with Power BI.
Consequently, the thesis aims to culminate in the creation of a Power Bl dashboard, as
requested by the case company. The dashboard is designed to consolidate the most critical
KPIs on a single platform. One of the objectives of the thematic interviews was to collect
insights into the desired features and appearance of such a dashboard. While the dashboard
created serves as one alternative solution for presenting KPIs, it is expected to evolve over
time to cater to diverse user needs. According to Vazquez-Ingelmo et al. (2019), the diversity
of roles and objectives among users of KPI dashboards presents a challenge in creating a
universally applicable dashboard. Hence, there is a growing trend towards customizable
dashboards tailored to individual employees, allowing users to optimize the dashboard
according to their specific requirements. (Vazquez-Ingelmo et al. 2019) It is also worth
noting that not all the issues raised in the interviews could be implemented within the scope
of this thesis, and thus they will be highlighted as suggestions for future development

actions.
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6.1 Key findings of the research

Since the thesis focuses on a case company, the research questions are addressed with a
specific emphasis on their requirements. To provide broader applicability, the responses to
these questions will be framed in a manner that allows for connections to the broader
landscape of reporting development. Next, the results will be presented, addressing the
research questions. The responses to the sub-questions are presented first, as they contribute

to addressing the main research question.
Q1: What factors should be considered when selecting the appropriate KPIs?

There are numerous factors to consider when selecting appropriate KPIs, as indicated by
insights from the interviews. At its core, this sub-question arises from the fundamental
purpose of KPIs, which is to reflect the most critical activities of the company (Carlucci
2010; Franceschini et al. 2007, 18-19), and thus they necessitate regular monitoring (Chen
2008). Consequently, the number of KPIs should not be excessive (Parmenter 2020;
Eckerson 2011). As noted by Carlucci (2010), a common issue with KPIs is the tendency to
select too many of them. The empirical findings also provided certain indicative quantities
for the KPIs, but the focus was less on quantity and more on the relevance of the KPlIs to the
company's operations. Conversely, interviews reveal that despite the large quantity of data,
it remains crucial to identify the most pertinent information for formulating KPIs. This
premise underscores the importance of exploring the factors that influence the selection of
KPlIs.

According to interviewees, perhaps one of the key themes in the selection of KPIs is to
understand that KPIs vary or take slightly different forms depending on the level of
organization. Bauer (2004) shares this view and stresses the need for different indicators at
different organizational levels. This emerged as a very central issue in the context of the
relevance of KPIs, as the case company is spread over several organizational levels. Then,
in the context of varying KPIs, the need to maintain some degree of consistency was
highlighted, which is facilitated by the implementation of the KPIs from higher to lower
levels. Also, Neely et al. (2005) emphasize the need for bottom-up harmonization of
indicators to achieve strategic objectives at all levels of the organization. Additionally, the
selection of indicators is linked to their flexibility, as highlighted in the interviews. This

means considering which KPIs are monitored in the long-term and which in the short-term.
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Operational or more short-term KPIs include for instance cost and sales performance, while
longer-term KPIs include ROOC and more strategic KPIs such as Capex. This discovery is
consistent with studies conducted by Ho et al. (2000) and Gumbus (2005), which both
emphasize the importance of categorizing KPIs according to different time intervals.

The empirical findings also show that the cyclical nature of the industrial business affects
the weighting of the indicators, highlighting the fact that slightly different KPIs are
monitored depending on the economic situation. This observation was significant and not
apparent in the theoretical literature. This difference may arise from the case company focus,
which allows insights into KPIs within a real business context, while the literature often
provides a broader perspective that may not delve as deeply into internal company practices.
However, Lavy et al. (2014) also noted in their article that the industry in which the company
operates influences the type of KPIs utilized. This relationship is partly attributed to the
cyclical nature of market conditions faced by industrial companies. On the other hand, the
interviews showed that when selecting KPlIs, it is important to consider which ones are really
KPIs and which ones are more operational indicators. The difference between these two is
particularly relevant in the context of day-to-day business steering, where operational
indicators have a significant role. Neely et al. (2005) also suggest a distinction between
operational indicators, but also between strategic and tactical indicators, which are more

Iong-term measures.

The discussion on KPIs in the interviews also underscored the importance of clarifying
which KPlIs are actively monitored. While certain KPIs have been selected for the KPI set,
it was revealed that not all KPIs are consistently tracked. One significant observation from
the interviews was the difference regarding the preference for monitoring EBIT or EBITDA.
Responses varied, with some expressing a preference for EBIT while others favoured
EBITDA. This presents an issue requiring clarification because if both measures are
communicated externally, then both are likely necessary. Furthermore, some interviewees
highlighted the significance of cash flow KPIs, while others suggested it could be overlooked
due to a lack of understanding of the factors influencing it. Additionally, this observation
again culminates that the monitoring of cash flow at the top level of the organization is
certainly justified, while at lower levels other indicators are emphasized. The third main
difference observed in the interviews concerned operating working capital versus the cash

conversion cycle. While most emphasized the use of operating working capital due to the
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company's capital intensity, others regarded the cash conversion cycle as a better indicator
of operational performance. A clearer identification of the purposes of the indicators, as
proposed by Bishop (2018) and Collin (2002), would certainly help to clarify the monitoring
of the indicators. This would help identify whether all indicators are necessary and which
ones are suitable for specific purposes. However, regarding variable and fixed costs, all
interviewees agreed that more transparency is needed. This transparency is particularly

crucial for ensuring a quicker and more proactive response to macroeconomic changes.

One of the factors influencing the selection of KPIs that emerged from the empirical findings
was naturally the measurability of KPIs, which was also emphasized in the literature
(Shahin & Mahbodi 2007; Edwards & Barron 1994; Kjellén 2009; Rockwell 1959).
Measurability includes, for instance, computational issues, data availability, and ensuring
that KPlIs are calculated correctly and consistently. Moreover, the choice of KPIs involves
deciding whether to monitor absolute or relative figures. For instance, when monitoring
costs, it is essential to assess their evolution in relation to sales prices. Additionally, when
selecting indicators, it is crucial to consider whether to monitor forward-looking or
backward-looking indicators, such as the number of safety observations versus the number
of accidents. While the literature extensively discusses factors influencing KPI selection, the
distinction between relative and absolute numbers, as well as forward and backward-looking
indicators, offers a new perspective. Considering these factors situationally is beneficial as
for instance, forward-looking indicators assist companies in anticipating future challenges
and planning strategies, while backward-looking indicators help identify past strengths and

weaknesses, enabling learning from mistakes.

Furthermore, while this study primarily focused on financial KPIs, several interviewees
highlighted the importance of maintaining a suitable balance between financial and non-
financial indicators when selecting KPIs. This aligns with findings from the literature, which
also underscored the significance of combining non-financial and financial KPIs. Both types
of indicators measure slightly different aspects of a company's performance, and
stakeholders are often interested in both (Barwise & Farley 2004). According to
Gamerschlag et al. (2011), non-financial KPls are often related to environmental well-being,
while Matsoso and Benedict (2016) argue that financial KPIs provide an overall picture of a
company's financial health, such as profitability and overall efficiency. It can be stated that

the appropriate combination of financial and non-financial indicators reflects an evolving
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business environment where stakeholders increasingly value sustainability and corporate
social responsibility. This integrated approach to selection of indicators reflects the growing

recognition of the connection between financial performance and wider societal impacts.

Lastly, a crucial aspect, stressed in the interviews, was the integration of KPIs into
operational activities. In other words, while the necessary KPIs may be recognized, the
challenge lies in how to effectively utilize them in daily work. This integration is closely
linked to the creation of a so-called performance culture, where individuals have more
responsibility, their performance is closely monitored, and commendable performance is
praised and rewarded. The empirical findings introduced the concept of performance culture,
which did not emerge explicitly from previous literature but stands as a fundamental theme
in the achievement of performance-related objectives. Another facet of connecting KPIs to
operational activities is the importance of ensuring that when selecting indicators for each
target group, they are clearly understood and explicitly linked to the associated objectives
and corresponding activities. This is again evident from the characteristics of KPIs listed by
Parmenter (2020) and Eckerson (2011). This clarity assists proactive action when changes
in the KPIs are identified. Moreover, when indicators are understood at the individual level,
it engages individuals in monitoring the progress of indicators, while also clarifying their
responsibilities. Engaging individuals beyond management in performance measurement
provides the best possible outcome, as it promotes accountability throughout the
organization. This viewpoint is also shared by Bishop (2018), who argues that organizational

performance can only improve if all levels of the organization perform well.
Q2: What kind of reporting view would enhance the report's clarity and usability?

Since the clarity and usability of reporting are significantly influenced by the presentation
format within the report itself (Wilkinson 2000, 681-692; IFAC 2013), it was important for
the thesis to consider what kind of reporting view could contribute to this aspect.
Interviewees were quite unanimous that the best way to present data is to combine graphs,
tables, and, in some cases, textual comments. Tables were thought to provide more detailed
information, while graphs were generally more visually appealing and easier to interpret.
This finding is consistent with Schwabish (2021, 13-14, 327). Conversely, the utilization of
tables is also supported by the findings of Chakhovich and McGou (2016), indicating that
grids in tables provide a sense of order and often give a truthful picture, as they do not contain

as much interpretation. Furthermore, Bostock et al. (2011) stated in their article that the
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selection of a data visualization tool depends primarily on the objectives, requirements, and
target audience. However, the interviews showed that the specific types of graphs or tables
used in the report are less important than ensuring that the data are presented clearly and
straightforwardly. On the other hand, the use of graphs was justified because they are easier
to view from a smaller screen, beyond just a computer screen. Interestingly, the empirical
findings of the study placed more emphasis on presenting key findings in text format, such
as textual comment, than was primarily suggested by the literature. In general, this empirical
study introduced a new angle on the visual presentation of reports compared to previous
literature. This variation might arise from the observation that practical experience
emphasizes issues beyond presenting information, focusing more on the broader context,

such as aspects significant to the overall reporting process and practices.

When discussing the reporting view, it is closely related to visual presentation. This
connection is justified because tables and graphs significantly contribute to the clarity and
comprehensibility of the information presented (Langella et al. 2023). According to Tait et
al. (2010), the visual presentation also promotes highlighting critical findings, which is
supported also by empirical findings. However, the current practice, especially within the
division under review is to present KPIs mainly in tabular form without charts or graphs,
which hinders the discovery of key findings. This, in turn, makes it challenging to focus
activities in areas where they are most needed. Interviews demonstrated that the use of
colours also helps to reflect how the company is doing, which thus assists in focusing
attention on what is important. In other words, the colour red was suggested to represent
poor performance, and green to represent better performance. In this context, it was also
mentioned to avoid unnecessarily highlighting things that are not clearly above or below the
target level. It was therefore suggested to avoid the use of yellow, as it can easily lead to a
situation where attention is dispersed across various elements without a clear focus on any
specific aspect. Schwabish (2021, 357-360) also promotes the use of colour, as it is often the

most effective way to capture the reader's attention.

The interviews also emphasized the importance of describing trends, which often involves
incorporating visual elements such as line graphs and arrows. In essence, KPIs should be
presented in a manner that facilitates the identification of various trends in their
development. This ensures that management can promptly comprehend the trajectories and
patterns of the underlying data. Interpreting trends in fact increases the predictability of
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KPIs, which is crucial for increasing economic benefits (Duan et al. 2019). The interviews
also showed that identifying trends involves comparing the present with the past and
forecasting the future, which should be facilitated by the reporting view. In practical terms,
this implies that the report should enable comparisons between the same period against one
year ago. Shoukourian and Kranzimiller (2020) confirm that historical data can often be
used to predict the future, and more modern algorithms are not necessary to identify primary
trends. The interviews also revealed that forecasting is mainly done based on historical data,
emphasizing the importance of leveraging past trends and patterns to anticipate future
outcomes. Nevertheless, the case company recognizes the advantages of demand modelling,

for instance, in enhancing future planning and forecasting.

In addition to the findings mentioned above, especially regarding the KPIs reporting view,
the interviews emphasized the importance of avoiding an overload of indicators on a single
page. KPIs should be also large enough to contribute to the clarity of the report. The
importance of clear headings was also stressed to quickly get some kind of overview of the
report's content. The content of the report also includes a clear description of the indicators,
including, for example, the currency in which the figures are presented, the unit format, and
the reference period used. Overall, the reporting view should be designed to support users
who may not frequently read reports. It should be structured in a sufficiently explanatory
manner, which entails explaining the reasons behind changes in the main indicators. A
comprehensive report should include at least some linkage to the factors influencing the
KPIs. However, the interviews revealed that presenting all the detailed information in the
same report may not be practical, as it could potentially diminish the clarity of the report.
This also aligns with the purpose of the dashboards, which is to present a concise and
comprehensive picture of the selected topic (Kruglov et al. 2021; Setlur et al. 2023). Often,
navigating between different reporting templates is necessary to delve into the background
information. In essence, it is not feasible to provide a concise overview of all issues in a

single report, and some less critical information may need to be excluded from the analysis.

MRQ: How monthly reporting can be developed by using financial KPIs to support

management decision-making?

The development of monthly reporting of KPIs involves many different issues, as the sub-
questions above show. They all culminate in the need for reporting to be sufficiently

informative to provide relevant data to support decision making. It became evident from the
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interviews that reporting of KPIs should be able to present a cohesive overall picture of the
company's performance in a concise format. Effortlessly seeing the overview is certainly one
of the reasons why the case company needs a KPI dashboard. Interestingly, Pérez-Alvarez
et al. (2018) also encourage the use of a dashboard for the same reason. It can be asserted
that excessively lengthy reports should be eliminated, and careful consideration should be
given to what constitutes relevant information worth producing and reporting. This is
because most individuals do not have the time to examine multi-page reports.
Introducing clear procedures for what is reported will also streamline the work of data
producers by reducing the quantity of data to be reported. In addition, the reports of KPIs
should be capable of showing the relevant areas of the company's performance and, on the
other hand, separate out the irrelevant areas, which is also in line with the findings of
Wilkinson (2000, 681-692). Besides this, the interviews highlighted that, ideally, reporting
should be able to show those areas where the company is underperforming or where
performance is predicted to deteriorate. Thus, careful design of reports is key to ensure that

they can show the key findings for planning the company's performance.

The development of KPIs reporting also involves streamlining the reporting process itself,
which interviewees perceive as excessively manual. This is because the data presentation
primarily relies on PowerPoint, requiring the creation of multiple views each month tailored
to different people. Thus, there is a desire to increase the role of Power BI in reporting,
reducing the need to create numerous different views. The goal would be to present KPIs in
various monthly reviews using Power Bl or graphs extracted from it. Through the
implementation of Power BI, the case company aims to seamlessly integrate and present
KPIs across various monthly reviews, thereby optimizing both the reporting process and its
effectiveness. Becker and Gould (2019) also support the utilization of Power Bl due to its
data combination and visualization capabilities. Interviews revealed that the adoption of
Power BI is supported not only by management but also by controllers, who expect
streamlined processes and more time for value-added activities such as data analysis. This
would also enhance the reliability of data by allowing errors to be detected more quickly
through the reduced workload. This is a crucial observation, as the entirety of monthly
reporting relies on data enabled by an efficient financial organization, as stressed also by
Drobyazko et al. (2019). On the contrary, IFAC (2023) emphasizes that management should
take an active role in the implementation of reporting processes. However, empirical

evidence suggests that while management must have easy access to the reported information,
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their involvement in the implementation of reporting processes is not considered as
significant. Rather, management typically receives reports once the figures are ready for

publication.

An additional important theme that emerged from the interviews was the importance of
delving deeper into the background information of KPIs. Contrary to the literature, the
interviews revealed that the KPIs generally provide only a surface-level view of the
company's performance or its expected development. In fact, it is the background data that
explains why a KPI has evolved in a particular manner, making such data central for effective
business management. In essence, the ability to drill down to more granular levels of
information is crucial for informed decision-making. The possibility of drilling down to the
detailed level of KPIs is also highlighted by Parmenter (2020) and Eckerson (2011) when
describing the characteristics of KPIs. Furthermore, an essential aspect of decision-making
highlighted in the interviews was the identification of various trends, such as shifts in
demand, fluctuations in raw material prices, or changes in stock levels. For example, a break
in the reduction of inventories and an increase in order books mean higher sales, with a
corresponding impact on costs and margins. Various trend analyses and demand modelling
were also seen as contributing to better forecasting of the future. This in turn improves
reporting, as insights into the future are essential to help management decision-making. This
aligns with the perspectives of Cassar and Gibson (2008) and Larson (2015), who underline
the importance of forward-looking reporting, as it supports the strategic planning of the

company, thus promoting business growth.

On the following page, a created Power Bl dashboard is introduced to demonstrate an
alternative method of presenting the KPIs identified in the interviews (Figure 12.). The
dashboard provides an overview of the selected main KPIs, which comprise sales,
Operational EBIT, Operational EBIT -%, Operative Working Capital (OWC), and Cash
Flow from Operations. EBIT was prioritized over EBITDA due to their similar
measurements, with EBIT being a more suitable main indicator, especially as it is also a
short-term incentive for management. For the same reason, OWC was also chosen for the
dashboard. In addition, its significance was emphasized due to the case company's capital
intensity. Cash Flow from Operations was included based on its consistent emergence in all
interviews. However, only one cash flow indicator was selected, with others like Cash Flow

after Investing Activities left out. Sales, being the primary indicator, was naturally included.
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Furthermore, another dashboard was created to show a more detailed breakdown of variable
and fixed costs, which emerged as a key area for development from the interviews. The
creation of this dashboard was additionally supported by the longstanding utilization of net
fixed costs as a KPI for the case company, extending to the group level. Due to the creation
of this second dashboard, net fixed costs were excluded from the main KPIs. Instead,
variable and fixed costs combined can function as operational indicators in a separate

dashboard. The dashboard of cost overview could not be published in the thesis due to its
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Figure 12. Dashboard for top-level KPIs

Key features of the dashboard include the ability to select a comparison period scenario from
the drop-down menu. It also determines what the "comparison™ value is made up of, i.e.
what the “actual/estimate” value is compared to. In addition, the dashboard allows for the
selection of whether to view the current month, quarter, year or next year. From the top right
corner, it is possible to see when the data has been refreshed. The figures for the division
under review are presented at the business unit level, from which it is possible to drill down
to the mill level if necessary. Business unit names are presented as a number to preserve

anonymity. Furthermore, not all figures can be disclosed due to their sensitivity.
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6.2 Reflection on the results of the research

To enhance monthly reporting, it would be crucial to first evaluate whether all the data
currently reported is genuinely necessary. Controllers emphasize the need for a standardized
reporting policy across the case company, defining what information should be reported and
in what format. Standardization could streamline reporting practices that the manual parts of
the reporting process could be reduced, and the role of automation increased. Standardized
reporting practices would ensure an efficient reporting process from start to end, which
Axson (2010, 141-142) also emphasizes in the context of enabling management decision-
making. Currently, the amount of data being reported in the case company is too large in
relation to how many people ultimately use the data produced. Therefore, in the future,
priority should be given to enhancing the upstream reporting process. Subsequently, tools
like Power BI could be employed at the end of the reporting process to summarize and
analyse the reported data. In other words, adding new reporting tools at the end of the
reporting process will not solve the underlying problem of reporting, but at least temporarily
help to analyse the data produced. It is important to recognize that implementing changes to
organization-wide reporting practices is a longer-term process. If it were simple, it would
likely have been addressed earlier. However, the process begins with raising awareness and
fostering people's commitment to change. This provides the foundation for progress to be

made gradually, one step at a time.

The interviews highlighted the concept that while KPIs offer a snapshot of a company's state,
there should also be the ability to delve deeper into the underlying factors when necessary.
Contradictorily, the interviewees also emphasized the importance of maintaining an
awareness of the big picture despite this focus on details. KPIs are intended to provide an
overview of the company's key activities in relation to the objectives set (Badawy et al.
2016). In other words, they should provide a quick and relatively concise picture of how the
company is performing in certain areas. At the same time, it is important to be able to go
into more detail level of information and get a better understanding of the factors behind the
KPIs. This will allow a deeper understanding of why certain results are achieved and what
should be done to improve them. In fact, the achievement of the KPIs at the lower levels
ultimately enables the achievement of the KPIs at the higher levels. While diving into the

details is important, it remains vital to maintain a holistic view, which certainly presents a
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significant challenge, particularly in the realm of KPI reporting. In practice, this entails the
ability to analyse individual components while simultaneously considering their collective
impact on the organization's overall performance and strategic objectives. The challenge for
reporting is to create a view that gives a comprehensive picture of the company's
performance but allows easy access to the underlying drivers of the KPIs. However, reaching
such a balance between the detail and the big picture enables successful performance

management, which is crucial for management decision-making.

An additional interesting aspect to consider is how to ensure sufficient consistency among
indicators across different organizational levels, enabling their usability regardless of the
level within the organization. For example, senior management indicators may focus on
strategic objectives and long-term performance monitoring, while operational level
indicators may relate to day-to-day activities and short-term results. Nevertheless, there must
be some degree of consistency in the indicators used at all levels of the organization.
Consistent indicators allow for better comparability across different levels, and give a
coherent view of organizational performance, and facilitate decision-making
(Ravelomanantsoa et al. 2019). In addition, a consistent set of indicators promotes openness
and transparency within the organization, as all parties involved understand what the
indicators mean and how they are calculated (Carlucci 2010). However, achieving this
consistent set of indicators is certainly a major challenge, as strategic indicators at the top
level may not be suitable for guiding day-to-day activities at the lower level. This is because
the tasks and responsibilities differ across various organizational levels, necessitating
distinct sets of indicators. It is therefore important to identify and develop indicators that
meet the needs of each level of the organization. At the same time, efforts must be made to
achieve some degree of coherence between the indicators so that they serve the organization
as awhole. This may require adaptation of the indicators to different levels and collaboration
between different departments. Open communication and a common understanding of the

use and relevance of the indicators across the organization are also needed.

One interesting finding from the research results is the discussion surrounding the
establishment of a performance culture within the case company. The interviews revealed
that the performance culture in the case company is somewhat lacking. This could imply that
individuals may not be fully committed to performance measurement practices, or

alternatively, they may lack the initiative to drive change, even when a need for improvement
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is recognized. This is a remarkable observation because it highlights a critical issue that
relying solely on management to initiate necessary actions can often lead to delays in
reaction. Furthermore, this raises questions about the comprehension of KPIs and associated
targets among employees at lower levels of the organization. Therefore, it might also be
appropriate in some way to increase the understanding of what has been behind a KPI, if it
has been good or bad. Exploring the underlying reasons behind a KPI's performance, and
how the company arrived at its current situation, could provide valuable insights for
employees. Additionally, there should be a focus on forecasting future performance,
considering external factors' potential impact. This proactive approach enables the
organization to take preventive actions to mitigate unfavourable developments or, if they are
inevitable, to prepare to cope with them with minimum disruption. A good example is the
monitoring of order books: if there are no orders from customers, it may be appropriate to
consider, for example, stopping production. Correspondingly, if orders from customers are
increasing, it may be appropriate to consider, for example, raising prices to improve

profitability.

A final and highly relevant aspect for the thesis topic is how to effectively transition
individuals towards utilizing Power Bl in their work processes. Currently, there seems to be
some hesitance in adopting Power Bl more extensively, evidenced by the underutilization of
existing reporting frameworks within the platform. Certainly, a related challenge is the
potential constraint of time and human resources within the case company driving this
change effectively on a full-time basis. However, there is always a degree of uncertainty
associated with the introduction of new tools, underscoring the importance of careful
implementation strategies. Within the case company, this pertains to the shift from using
PowerPoint to adopting Power BI. However, it is important to acknowledge that people's
data usage needs vary widely. Transitioning from years of using Excel and PowerPoint to
adopting Power Bl may be optimistic in the short-term, considering the varying familiarity

and comfort levels with different tools.

6.3 Recommendations for management

Based on this study, one possible dashboard for presenting the essential KPIs was created to

improve monthly reporting. It is important to note that the study focused especially on the
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Issues to be considered in the development of monthly reporting and, on the other hand,
which KPIs to include in the reporting. Thus, the reporting framework created for Power Bl
is a "compromise™ of all the findings that emerged from the interviews, with a particular
emphasis on which KPIs are most relevant. Furthermore, as other reporting development
projects are going on in parallel in the case company, it can be assumed that the final
reporting platform for monthly reporting is still taking shape. In addition, due to structural
changes in the organization, not all data was available in the required format to be used in

Power BI.

In the future, it would be particularly important to start utilizing existing Power Bl reporting
templates and dashboards more widely among different levels of the organization. Although
the KPIs to be reported vary to some extent between divisional and the group levels, it would
be reasonable to utilize the group dashboard at the divisional level as well. This implies that
the group dashboard could be adjusted, incorporating the required modifications, to be
utilized at the divisional level. Integrating the group dashboard into the divisional dashboard
would also promote the concept of executing KPIs throughout the organization, starting from
the top and extending downwards. In addition, it is likely that the use of already existing
reporting templates will save time, for example with the data model work itself. In the longer
term, it is essential that all reporting could be centralized in one place, which would allow
easier aggregation of data. In practice, this could mean that at least the group and all divisions
would have their own dashboards, which could also be used for the monthly presentation of
KPIs.

In addition, one suggestion to promote monthly reporting specifically from a decision-
making perspective is to promote the creation of tools that would allow management to
monitor KPIs more spontaneously. Now, the interviews revealed that top management
mainly receives KPIs sent directly to them every month. At least in addition to this, it would
be essential to have such a clear and user-friendly reporting platform for monitoring KPIs,
allowing management to directly oversee them from this platform. For effective decision-
making, management needs to receive KPIs monthly. However, an effective tool could
eliminate the need for sending reports, allowing management to directly access and view the
relevant KPIs at their convenience. To encourage this transition, it is crucial to provide
comprehensive training to all interested parties. If new tools appear unfamiliar, they are

likely to remain unused, especially when individuals lack the time or expertise to learn how
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to use them. This is also highlighted by Ali et al. (2016), who confirm that effective use of

Power BI often requires learning to become familiar with the tool.

To enhance the frequency of KPI monitoring, it would be beneficial to present them weekly
in a concise report, ideally limited to one page. In essence, managers would initially review
KPIs together to promote collaborative understanding and alignment. Then, each manager
would discuss relevant KPIs with their subordinates to address specific areas of
responsibility. This would also encourage individual engagement in performance monitoring
by increasing understanding of the numbers themselves and the actions required. Such an
approach would also be advanced by a dashboard-type solution, where essential KPIs could
be easily presented every week. Ultimately, this will also contribute to achieving the targets,
as any deviations detected can be addressed during the respective month rather than
afterwards. Another critical aspect in the development of KPIs monitoring is the need to
avoid an excessive number of KPIs. The literature offers various suggestions regarding the
optimal number of KPIs, commonly advising a maximum range of six to twelve KPIs (Hinks
& McNay 1999; Slater et al. 1997; Parmenter 2020, 54-56). Furthermore, the studies
emphasized that KPIs are often used alongside other measures such as Performance
Indicators (PIs), which are typically allowed to be more numerous (Parmenter 2020, 54-56).
In line with these literature findings, most interviewees expressed support for having less
than ten KPIs. It is worth noting that the recommendations stressed in the literature often
represent upper limits, and in many cases, fewer KPIs may be sufficient. Hence, it would be
preferable to maintain less than eight but at least three KPIs to ensure coverage of all key
functions. Additionally, while there may exist supplementary indicators alongside KPlIs, it

is crucial not to confuse their respective purposes.

A final suggestion for the development of monthly reporting is to increase the utilization of
the Balanced Scorecard (BSC) model. This model emphasizes four important aspects:
financial, customer, internal processes, as well as learning and growth (Kaplan & Norton
1997). Each perspective can be interpreted as a set of indicators that can be used to assess
the performance of an organization. In monthly reporting, financial indicators provide an
overview of the financial health of the organization, such as sales and profits. The customer
perspective focuses on meeting customer needs and expectations, such as customer
satisfaction indices and customer retention. The internal processes perspective focuses on

the organization’s operations and efficiency, such as production quality and delivery times.
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Finally, the learning and growth perspective relates to the organization’s ability to evolve
and innovate, such as staff training and the level of innovation. The leading and lagging
indicators are also included in the BSC model and can be used to generate KPIs. Leading
indicators are predictive measures that help to forecast future performance. For example, a
leading indicator could be the number of new customer contacts, which can predict future
sales. Correspondingly, lagging indicators are retrospective measures such as monthly sales,
which illustrate past performance results. Considering these four aspects, and in particular
understanding leading and lagging indicators as part of KPIs, provides a holistic view of an

organization’s performance and helps to set goals and guide decision-making.

6.4 Reliability of the research and suggestions for further research

When conducting qualitative research, the reliability and validity of the study are essential
aspects to consider. Reliability of a study includes an assessment of the repeatability of its
results, while validity measures how accurately the measurement method used describes the
phenomenon being studied. (Metsdmuuronen, 2008, 65) When evaluating the reliability of
a study, it is important to consider that it is action research. In this research, the analysis and
implementation of necessary actions regarding the development of monthly reporting were
primarily conducted within the context of a case company. Therefore, the findings and
conclusions derived from this research may not be directly applicable or generalizable to the
broader process industry. To enhance reliability, it would have been beneficial to interview
a more extensive range of directors across various departments and divisions within the
company. This is justified because certain responses, such as which KPIs are monitored,
varied based on the interviewee's role, especially regarding whether the interviewee operated
under a specific division or the group. However, the interview material can still be
generalized in the sense that certain themes, such as what contributes to the clarity of the

report, emerged in the responses of all interviewees, regardless of their roles.

Overall, from the case company perspective, the study can be considered quite valid, as it
provided a comprehensive overview of the monthly reporting process of the case company.
This is also confirmed by the interviews with the controllers, as this gave a good
understanding of the reporting process itself and thus the availability of data. The semi-

structured interviews also enhance the validity of the study, as the interview questions have
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been formulated to align with the discussed topic, aiming to obtain the most insightful
responses. However, while the study offers valuable insights into the monthly reporting
process of the case company, its validity is somewhat constrained by the relatively small
number of respondents (Hirsjarvi, Remes & Sajavaara 2009, 203). A larger sample size
would have provided a more comprehensive picture of the different perspectives within the
organization. In addition, although the semi-structured interviews were designed to obtain
detailed responses, individual prejudices or misunderstandings may have influenced the
information collected. Despite these limitations, the study benefited from a case company
focus, which allowed for an in-depth exploration of the specific practices and challenges of
the organization.

As a further research topic, it would be interesting to explore the possibilities of predicting
the future more extensively. The literature underscores the importance of performance
measurement being forward-looking, rather than solely focusing on historical data (Harfoush
2021, 63-65; Cassar & Gibson 2008; Allioui & Mourdi 2023). However, it would be
insightful to investigate how such future prediction takes place in practice and how accurate
these predictions can be. For instance, the interviews referenced the unpredictability of
current global events, such as the Covid-19 pandemic and geopolitical conflicts. This raises
the question of whether there exist methods or tools to effectively predict and mitigate the
impact of unexpected disruptions. Exploring this aspect could offer valuable insights into

enhancing organizational flexibility and preparation for unexpected challenges.

Another interesting topic for further research is the creation and promotion of a performance
culture. It would be interesting to explore factors that could be used to better engage lower-
level personnel in performance measurement. Then, it would be instructive to see examples
of how such a whole-organization commitment to performance measurement could impact
performance. It is evident, especially in large organizations, that motivating every individual
to proactively enhance performance might pose challenges. Moreover, management can be
thought of as being in a position of authority that some may also feel threatened to step into
their area of responsibility. In essence, management should strive to create a supportive
environment where employees feel motivated and valued. In addition, praise and rewards
play a crucial role in reinforcing desired behaviour and encouraging continuous
improvement. Also, clear communication of objectives and targeted KPIs, as previously

mentioned, likely have a crucial role in driving individual performance.
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The final topical area for further investigation would involve examining methods to
streamline the reporting process by reducing the volume of data required. While an increased
volume of data can bring various advantages, it also presents challenges, particularly in
identifying the most pertinent information for the business's needs (Quick & Choo 2014).
Interviews highlighted that a primary problem in monthly reporting is the sheer volume of
data involved. Therefore, it would be interesting to explore what kind of actions would be
required to keep the amount of data reported at a manageable level while ensuring no critical
information is excluded. It would also be beneficial to examine the reliability of the financial
data, given that not all data, especially costs, originate from the same system. Ensuring data

accuracy and reliability across various sources is crucial for making informed decisions.
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Appendix 1. Interview framework for management

Background of the interviewee

1. What is your job title, and what are your main responsibilities?
2. How much and how often do you use Power BI reports? (daily, weekly, monthly?)
3. What is your previous work experience and how long have you been with the

company?

Current financial KPIs

4. What is your overall perception of the functionality of monthly reporting in Power
BI, particularly concerning financial KPIs?

5. Which financial KPIs are currently in use, and why?

6. How do you think that current financial KPIs meet the needs of the division?

7. Do they measure what they are supposed to measure?

Possible new financial KPIs

8. What new financial indicators would be needed?

9. Why would these indicators be necessary, or conversely, why is there no need for
new indicators?

10. What would be a suitable number of financial KPIs in terms of fluent monitoring?

11. How often do you monitor reported financial KPIs?

Improving reporting through selected KPIs

12. How fluent has the monitoring of financial indicators been so far?

13. What are the main shortcomings of the current reporting process?

14. How can the monthly reporting contribute to effective decision-making?

15. How does the daily work link to the KPIs targets and their reporting, and how is this

reflected across the organization?

Clarity and the visual appeal of the report

16. In general, which elements do you pay particular attention to in a good report?
17. Should the report incorporate visual elements, such as tables and graphs? If so, please
specify the elements you would like to see included.

18. Which factors contribute to the clarity and usability of the monthly report?



19. How can drilling down into KPIs be promoted in terms of required actions and

decision-making?

The future of reporting

20. Do you believe that the current reporting model effectively supports future
forecasting, and how?

21. How can the reporting of KPIs be more forward-looking?

22. What are your expectations from the new monthly reporting platform/dashboard?

23. Based on the questions or otherwise, did you have anything to add to the development

of monthly reporting in Power BI?



Appendix 2. Interview framework for controllers

Background of the interviewee

1.
2.
3.

What is your job description?
How much and how often do you use Power BI reports? (daily, weekly, monthly?)
What is your previous work experience and how long have you been with the

company?

The general perception of the reporting

4.

What is your overall perception of the functionality of monthly reporting in Power
BI, particularly concerning financial KPIs?
What are the main shortcomings of the current reporting process?

Which aspect of monthly reporting especially needs to be improved, and how?

Practical implementation of the KPIs

7.

How is it possible to implement management's wishes for indicator X? Or is this
possible, why, or why not?

How is it possible to obtain data for this indicator? Or is this possible, why, or why
not?

How can the practical implementation be carried out?

Overall expectations

10. Which factors contribute to the clarity and usability of the report?

11. What are your expectations from the new monthly reporting platform/dashboard?

12. Based on the questions or otherwise, did you have anything to add to the practical

implementation or the development of monthly reporting in Power BI?



