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Change Perspective. Improve Business. Enjoy Life.

Russell Lookadoo, TAB Salt Lake Metro
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A Key Performance Indicator (KPI) is a

that supports the company's overall goals. A

quantifiable measurement that reflects the

good example of a KPI for increasing revenue
might look like this:

critical success factors for your organization.
You can break it down this way:
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Operations
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•

Annual Sales Goal: $2,000,000

Key: Of fundamental importance in

Average sale/num. of sales: $4000/500
per week/day: 10/2

£i j Human Resources
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gaining a competitive advantage or a
make or break component to success or

lijljj Finance
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failure (Critical Success Factor)

Close rate: 50%

Performance: Measurable, quantified
and easily influenced by individual

Appointments per day: 4

•
6

Strategic

Cold calls per appointment: 5

behaviors

KPI: 20 cold calls per day
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•

Indicator: Leading information on
future performance

The best KPIs provide a high-level snapshot
of success for the business, and are rooted in

the vision of the organization. They are welldefined and measurable, and are tied to key
business processes and operational activity

The important thing is to be as specific as
possible and to make realistic goals. For
instance, you may not want to set a goal to be
"popular among affluent customers" because
this would be very difficult to measure. You
wouldn't want to design a KPI for increasing
customer satisfaction unless you had a

continued on page 2...

Key Performance Indicators
This issue includes advice from members on

KPI metrics—Key Performance Indicators
that help business owners measure
company performance at a high level. Why
are KPIs Important? Well, as quality guru II.
James Harrington has said, "Measurement

V

is the first step that leads to control and
eventually to improvement" In other
words, we can't expect to understand what
drives a company's growth without tracking
performance, and die most effectiveway to
do that is with KPIs.

Key Performance Indicators Continued

Net Profit - Only Part of the Story

...continuedfrom page 1

Don Maranca, TAB San Antonio

way to measure and track customer
satisfaction, such as a validated survey

As a business owner, I catch myself doing what most business owners do - focusing
on net profit to determine the health of my business. Net profit may be the ultimate
KPI since it provides a bottom line. However, it does not provide any insight into
the leading indicators of what that profit will be. Thus, when determining the overall

health of the business, we should instead focus on current and future performance
using KPIs for productivity, risk/quality, and financial result.

The first KPI should measure the main sources of

productivity that drive sales.
Whether it's number of service calls, widget units produced or billable hours —this
will give you the driver for top line revenues.

The second KPI should measure the main source for risk or

quality issues that could result in future unnecessary costs.
This could take the form of inventory levels (tying up capital), number of defects

(rework costs), or aging receivables (write-off costs). Your productivity KPI could
lookgreat, but if you have increasing risks, then the bottom line will be impacted in
the long run. (Hello, Toyota!)

The third KPI should be designed to measure the main
source that drives net profit.
The main sources of Net Profit could be measured at the overall company level and/

or a per service/unitlevel. Ifyouare properly managing expenses and the firsttwo
KPIs, then net profitshouldlookgreat. If not, it provides a basisto dissect the issue
and find the root cause.

KPIs and metrics arc good when they drive the right
behavior.

Focusing on the wrong ones or an incorrect mix willsub-optimize your company
performance. With these three KPIs, you should have a greater understanding of
what drives your business and a more balanced view of the health ofyour company.

system.

Once you determine your KPIs, it's
important to communicate them
consistently and continually. One
way to do this is to visibly chart their
progress in break rooms or in periodic
updates to your employees. KPIs
should also be incorporated into your
performance management system,
and/or tied to incentives, raises or
profit distributions. In addition to
providing a snapshot of how the
business is doing, KPIs also help you
improve your business processes. It's
true - we manage what we measure!
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Why KPI s are Key to Your Success

The Business Owner's Strategic Advantage

Jolin Dini, TAB Certified Facilitator/Coach, TAB San Antonio
www.TABSanAntonio.com
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Key Performance Indicators (KPIs)
are metrics that provide a quantitative
measurement of your company's
performance over time. They should act
as a "flash" report, giving you a quick
understanding ofhowyourbusiness is
progressing, or can be expected to perform
in the near future.

The main idea is to have a few key
measurements that help you track critical

components of your business. Financial
statements just aren't enough. KPIs
should be more "big picture," taking into

consideration your Personal Vision and
the company's goals. A secondary benefit
is to help educate your Board members
about critical processes and results in your
company. The more they know about your

business, the better advisors they can be to
you.

For this reason, KPIs should be "normalized,"

which means expressing them in a way that
is easily understood. For instance, if your
finance company allows you a credit line
based on 8o percent of the number and age
of units in inventory, you would want to
express this as "My credit line is 94.8% of the
allowable limit," as opposed to "My line is
at $347,000 on a current inventory value of
$458,000," which is difficult to interpret in
terms of performance.
There are no "standard" KPIs. Every
company has a different driving force, so
KPIs will vary from one to another. Sales and
profits are numbers every business tracks,
but they only tell you the results of your

continued on page 2...

Achieving More as a Team
Don Maranca, TAB Certified Facilitator/Coach, TAB San Antonio

When I want to illustrate the power of
teamwork, I take my team out to play a

the weakest golf player. At the end of the
game, I tally up the score and highlight that

scramble golf game. We play as a team
and play best ball. What they find is that

each of us individually would not have scored
as well as we scored as a team. The point is,

everyone has strengths and weaknesses.

when we play to our strengths and support

Throughout the game, we end up playing at

each other, we all do better and achieve

least one shot ofevery team member, even

things that we didn't think we could achieve.

Strategy
your management team, as well as
employees, Board members, potential
partners, etc. Just remember, nothing
is forever - if you find that a KPI is not
givingyou actionable information oris
no longer relevant, get rid of it.
Here is an approach to determining
KeyPerformance Indicators used by
one member.

There are five areas of the business we

Extreme Leadership
Dick Wallace, TAB Certified Facilitator/Coach, TAB Nashville South
www.TAB-NashvflleSoutIi.com

Last year, I attended a TAB-sponsored event entitled "Leadership in Extremis,"
during which Lieutenant Thomas F. Metz spoke about leadership from the
perspective of a senior leader at the top of a very large organization orchestrating
events on a world stage. While none of us probably face such complexities, much of
his wisdom applies to leaders at all levels. Here are a few of his best tips:
1.

Communicate a vision, and use pictures if you can. (Think about that as a
challenge - can you communicate your vision in pictures? He did.)

2.

Focus on outcomes - not inputs or output measurements.

3.

Go on the offense - get aggressive. Create circumstances!

4.

Connect the outside to the inside. (For business owners, this means connecting
the needs of clients and customers to the internal workings of our organization.)

5.

Consensus and shared vision is critical. Leaders must control communications
- internal and external - during crisis. Communicating vision and intent is a full
time job to ensure everyone is on the same page.

would like to measure:

Industry and economic trends
Prospects

Pipeline
Efficiency
Quality

Industry and Economic trends:
What industries are above us in the
food chain? Where does our work come
from? Who measures the statistics we
need?

6. A keyjob for a leader in crisis - control resources and ensure they are allocated
frugally,using only what is vital.
7.

Media relations are critical - develop good media network contacts and use
them often. Do not be afraid of the press. (We probably do not use PR as much
as we should; we can think of it as a multiplier against our competition.)

8.

Grow your next generation of leaders - make time to focus on succession
planning.

9.

Take time to think - purposely get out of the fray and think about critical issues.

Example: A civil engineering firm

tracks upcoming government bond
issues, land platting applications for
development, and the Architects'
statistics on new planning activity.

Example:A food manufacturing
firm tracks a "market basket" of key
commodity prices now and in the

10. Strategic questions for all seasons:
Where should we compete?

futures market.

How will we get there?

Prospects:

How will we be different?

What do we have coming up? Who are
we talking to? What is the likelihood of
a purchase being made?
Example: A technology service
company records all discussions
with customers about equipment

and service upgrades in their CRM
system. Those who request written

continued on page 4...

How will we earn returns above the cost of capital?
What will be our sequence of moves?

Strategy
...continuedfrom page 1

Top 3 "Agile" Mistakes

efforts. Because dollars are a universal

Kris Kelso, The Kelso Group, Nashville, TN

method of measurement, it's tempting
to use them for KPIs. However, a

\v\vw.TheKelsoGroup.com
There is a lot of talk these days about companies and teams being more "agile." While
it's a great concept, it's one that is often misunderstood and misapplied. Here are three
things that agile is not:

1.

An excuse for knee-jerk reactions. Just because you can change quickly doesn't
mean you always should. Some obstacles must be avoided, but others must be
overcome. Changing direction too quickly and too often willwear your team out.

KPI should be measured against
something (e.g., sales against same
month last year and against budget). A
number is just data, but ratios provide
information about how your business
is performing in reality compared to
expectations.

2.

A substitute for good planning. Diving into everything head first will get you
into trouble more often than not. While you certainly don't want to get stuck in
"paralysis by analysis," neither do you want to get too far down the road in the
wrong direction.

3.

A substitute for great leadership. Wandering aimlessly is extremely "agile,"but
it's not likelyto get you where you want to go. Great leadership is still required to
achieve great results.

You may also track industry-related
data, such as oil prices, but remember
that industry indicators don't measure
your performance. Your metrics should
illustrate how you are doing, not how
your industry is doing.
Byway of example, here is some "KPI
Logic" from members of our Board:
I want to bring on "x" partners

))

It Isn't Always About the "Growth

in the next three years. Each
partner must be supported by

Jim Houlihan, Lewis Associates Inc., Lakewood, CO

$"y" revenue, and my average new
account is S"z" annually. My KPI

www.LewisAssocInc.com

is the number of new accounts

Most of us talk about and are focused on "growth." But growth isn't necessarily about
bringing in more revenue, but how much you make stick on the bottom line. If you
can add to the bottom line with less stress and more time for yourself, then that is
significant gain. Otherwise, what is the point in growth?

opened in the last month and for
the year to date.
If we have more than an "x"

week backlog, we begin to
miss deadlines due to over

commitment, but less than "y"
weeks results in underutilized

personnel. My KPI is the number
of weeks of backlog against the
over/under optimum range.

We are growing rapidly, and it is
difficult to track the productivity
of new hires. My KPI is dollars of
revenue per field technician.
Once you start using KPIs, you'll
be able to track your company's
performance over time in a way
that can be easily understood by

Human Resources

Employees Want to Help you

...continuedfrom page3

Achieve Your Goals

proposals are weighted by percentage
of probability.

Bill Gibson, Shurail HVAC, Bloomington, MN

Pipeline:

www.Shurail.com

What is our workload in the immediate

During a recentemployee meeting, I shared withthe whole company our business goals

or near future?

and illustrated how each member of the team supports the goal. For each employee,
I provided specific examples of recent activities and how that person contributed
to meeting the shared company goals. Not only was everyone reminded of the

Example: A services firm divides all
budgeted hours for signed contracts by
the number of employee hour per week
to maintain a backlog measurement in

companygoals, people gained an appreciation for the role their co-workers playin the
organization. Plus, employeesgained a sense of how the small actions they take each
day can make a big difference.

weeks of work.

Efficiency:
How are we operating?

Skilled Hiring Resource - Don't
Forget Our Veterans
Rick Pietrykowski, Surface Armor, LLC, Rockwall, TX
www.SurfaceAi*mor.us

I greatly admire and appreciate the contributions of our service women and men, and
thought it would be a great idea to hire from this pool of talented resources. Yet,when
it came to hiring, I didn't know how to get in contact with these skilled, dedicated and
deserving candidates. Fortunately, there is an actual toolkit available to help employers
prospect for and retain former service personnel - www.americasheroesatwork.
gov/forEmployers/HiringToolkit. America's Heroes at Work offers resources to help
employers include transitioning service members, veterans and wounded warriors in
their recruitment and hiring initiatives.

Mentors
Grant Sadowsld, Ultra Laser Imaging Services, Ft. Lauderdale, FL
www.UltraLaserImaging.com
The biggest assets in any business are the people you surround yourself with, be it

your customers or your team. We all have weaknesses, so I would also encourage any
business owner to find at least one, if not several, mentors. I have met many successful
entrepreneurs who have "done it the right way" and now help me avoid some of the
common mistakes they made. My participation on a TAB board, coupled with the
private coaching it provides, is a prime example of surrounding myself with great
people who make my business better.

Examples: Many. Production per labor
hour. Profit per unit of production.
Gross margin ROI. Inventory turns.
Labor to expense ratios. Break even
multiples.
Quality:
How well do we do what we do?

Examples: Complaint ratios, errors
per units delivered, jobs over budget,
returns.

