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1.Introduction to KPIs

Congratulations on your next steps in becoming a data-driven
business! Your decision to start your analytics journey will help your
business become more efficient, more agile, and enable you to
make faster decisions!

Key Performance Indicators (KPIs) are the numbers that tell you
how well your business is doing in achieving your objectives. Unlike
other numbers you are using to track your business, KPIs are
specific, measurable, and aligned with your strategic goals. By
tracking the right KPIs, you can gain valuable insights into your
business performance and make data-driven decisions.

This guide is designed to help small to medium-sized businesses
harness the power of KPIs and grow to their true potential! We will
explore what KPIs are, how to select and implement them, and
provide a practical template to track and analyze your performance.
By the end of this guide, you will have a clear understanding of how
to use KPIs to drive your business forward.



2. Building Your KPI Framework

Understanding Business Objectives

Before we get to far into KPlIs, lets discuss establishing a clear
understanding of your business objectives. These are the
overarching goals that guide the direction of your business.

Key considerations defining business objectives:
1. Mission and Vision: Your objectives should align with the reason
you started and continue your business.

2. SWOT Analysis: Consider your business’s

a. Strengths — What does your business do well today

b. Weaknesses — Where are your business’s biggest pain points.
c. Opportunities — Where is the biggest potential for improvement
in your business.

d. Threats — What may be a detrimental or a danger to your
business. (This can be internal or external)
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3. SMART Goals: Your targets should be

a. Specific — The more specific the better.. What will you do to
accomplish the goal? What will the goal be?

b. Measurable — Do you have the data to be able to measure the
business against the goal? (How much, how many, how well?)

c. Achievable — Is it realistic to attain the goal? Do you have the
resources needed to do so?

d. Relevant — How does the individual goal fit in with the other
goals being set, does it align with the bigger picture?

e. Timebound — What is the frequency you will measure the goal
against?

4. Stakeholder Input: Involve key business members in setting your
business objectives. Don't make these decisions in a echo
chamber. If you are a sole proprietor and don't have anyone else in
your business find another business owner, friend, or trusted
colleague to meet with. (Gambill Data Engineering is here if you
need consulting in this area! )
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Examples of Business Objectives

- Increase revenue by 15% in the next year

- Improve Customer Satisfaction by 10% in the next quarter

- Expand customer base by 10% in the next 6 months

- Reduce operation cost by 3% by optimizing processes

- Increase employee retention by 10% in the next year

Clearly defining your business objectives will ensure that you set
the right KPIs to measure your progress towards your goals!
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Identifying Key Performance Indicators (KPIs)

KPIs are the measurable values that demonstrate how effectively a
company is achieving its key business objectives. To identify the
right KPls, it's essential to understand your business' unique goals
and challenges.

Key Steps in Identifying KPlIs:

1. Define Your Business Objectives: Write out your company's
mission, vision, and goals.

2. Identify Key Performance Areas: What are the parts of your
business that drive your business success? (e.g., finance,
operations, marketing, sales, human resources, customer service)
3. Brainstorm Potential KPIs: Create a list of potential KPIs for each
key performance area.

4. Align KPIs with Objectives: Directly relate each KPI directly to a
specific business goal.

5. Prioritize KPIs: Decide which KPIs provide the most valuable
insights to the growth of your business.



Example KPIs by Business Function

To help organize your thoughts here are some common KPI
categories and examples:

* Financial KPls: Revenue, profit margin, return on investment (ROI),
cash flow, debt-to-equity ratio

» Operational KPIs: Order fulfillment time, inventory turnover,
production efficiency, defect rate, on-time delivery rate

- Marketing KPIs: Website traffic, conversion rate, customer
acquisition cost (CAC), customer lifetime value (CLTV), social
media engagement

- Sales KPlIs: Sales revenue, sales growth rate, average deal size,
win rate, customer retention rate

- Human Resources KPlIs: Employee turnover rate, employee
satisfaction, training completion rate, time to fill vacancies
 Customer Service KPls: Customer satisfaction, net promoter
score (NPS), first contact resolution rate, average handle time
Remember to tailor these KPls to your specific business!



Prioritizing KPIs

It is important to prioritize your KPIs. Focusing on a limited
number of key indicators will help to focus your decision making
and where you spend your time as a business.

“If everything is important, then nothing is.”
-Patrick M. Lencioni

Key Considerations:

- Aligning with business objectives: Rank your KPIs that most
closely contribute to your business priorities.

- Data Availability: Do you have reliable data for your KPls.

- Resource Constraints: How much time and energy will it take to
track and analyze your KPlIs.

- Impact on performance: Which KPIs have the most impact on
your business growth?

- Ease of Measurement: Which KPIs can be measured consistently
and accurately.



Prioritization Methods:

- Ranking: Assign a categorical or numeric rank for each KPI based
on how important it is to your business growth.

- Weighting: This is a percentage value for each KPI based on it’s
importance.

- Balanced Scorecard: Balance your KPIs across each of your
business areas: finance, customer, internal, education and growth.
- 80/20 Rule: Decide which 20% of your KPIs drive 80% of your
business growth.

Example Prioritization Matrix:

Profit Margin

Prioritizing your KPIs will help you focus your efforts on the parts
of the business that matter the most and avoids analysis paralysis.
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Creating a Balanced Scorecard

The Balanced Scorecard is a tool that gives your business a way to
track your performance against four key pillars:

- Financial: How do you create financial sustainability for your
business.

- Customer: How do our customers perceive us?

- Internal: What do we need to be the best at?

- Education and Growth: How do we improve and increase value for
our customers and business?




Bounce Rate (LUX) Session Length (LUX) PVs Per Session

17min 2pvs

K 100% 4 pvs 100K 40 min
80% 32pvs 80K 32 min
60% 24 pvs 60K 24 min
A—"/\ 40% 16 pvs /_\ 40K

Aligning KPIs to Business Objectives

1. Define your Objectives: Write out your business'’s targets for
each pillar.

2. KPlIs: Select the KPIs that align closest to each pillar.

3. Set Targets: Define measurable targets for each KPI.

4. Actions: What will you do to attain these targets?

5. Inspect Performance: Track and adjust the targets as needed.

40.6%

Pillar Objective KPI Measure Target
|Finan[:ial Increase profitability Gross profit margin Percentage| 25%

|Custumer Enhance customer satisfaction Customer satisfaction score Rating (1-5) 4.5 |

| Intemal Process Improve operational efficiency Order fulfillment time Days 3 da',r5|

Leaming and Growth Enhance employee skills Training completion rate Percentage 90%

Following these guidelines will make sure you are creating KPls
that will drive your business towards success.

Adjust the scorecard as needed to meet the needs of your
business.



3. The KPl Template

Detailed Explanation of KPI Template Structure
The KPI template is designed to give you a way to track, analyze and
improve your business performance. It provides a way to create and track
the KPIs that you create along with how and why they relate to your
business. In the template itself there is additional guidance on usage.
Key Components of the Template

- Business Information: This section captures the details about your
company including name, contact information, industry, and target market.

- Glossary: This is a section of verbiage used in the document and their
definitions.

- KPI Details: This section is where you will list, rank, and prioritize your
KPls.

- SWOT Analysis: This tab provides a example of a SWOT analysis form
for your planning. There is a table to the right of the template to populate
so that you can track your analysis over time.

- SMART Goals: This tab provides an example framework for creating
SMART Goals.

- SMART Goal Tracking: This is a tab for you to populate your smart
goals into so you can evaluate and track your goals over time.

- Categories: This is a administrative tab used to alter and create
dropdown selections in the KPI Details tab.



Action Planning

* Prioritization: Focus on high-impact areas for improvement.

- SMART Goals: Set specific, measurable, achievable, relevant, and
time-bound action goals.

* Responsibility and Accountability: Clearly define roles and
responsibilities for action plans.

- Resource Allocation: Allocate necessary resources to support action
plans.

* Monitoring and Evaluation: Track progress and measure the impact of
action plans.

- Continuous Improvement: Foster a culture of continuous learning and
improvement.

Best Practices for Effective Analysis and Action Planning

- Regular Review: Conduct regular KPI analysis and review action plans.
» Collaboration: Involve cross-functional teams in the analysis and
planning process.

- Data-Driven Decision Making: Use data insights to inform strategic
decisions.

- Agile Approach: Be prepared to adapt action plans based on changing
circumstances.

- Communication: Effectively communicate analysis results and action
plans to stakeholders.

By following these best practices, organizations can leverage KPI data to
drive performance improvement and achieve their strategic goals.
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Closing
The template is there to provide you with a guide on creating your KPlIs.

This will prepare you for the next steps in your journey in becoming a
data-driven business.

Additional Resources:

For one-on-one consulting on KPI setting and analysis, or how to set up a
dashboard to track your targets please reach out to Gambill Data
Engineering.

Email: chris.gambill@gambilldataengineering.com

Website Contact Us: https://www.gambilldataengineering.com/contact




