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Establishing Key Performance Indicators

About KPIs A key performance indicator (KPI) is a measure designed to track critical 
success factors in a business.  KPIs provide a statistical measure of how 
well an organisation is doing.  To be effective, KPIs should be few in 
number and focus on vital areas in the business.

KPIs differ by industry, business and even departments within a business.

For example, a retail business may have as one of its KPIs the percentage 
of its income that comes from return customers, a school may focus on its 
KPIs on graduation rates of students, and a Customer Service Department 
may have as one of its KPIs the percentage of customer calls answered in 
the first minute.

Whichever KPIs are selected, they must reflect the business goals, they 
must be key to its success, and they must be quantifiable (measurable).

If a KPI is going to be of any value, there must be a way to accurately 
define and measure it.  ‘Generate more repeat customers’ is useless as a 
KPI without some way to distinguish between new and repeat business.  
‘Be the most popular company’ won’t work as a KPI without some accurate 
method of establishing the company’s popularity and comparing it to 
others.

You also need to set targets for each KPI.  For example, a manufacturing 
company’s goal might be to reduce the cost of rework (fixing, repairing or 
even redoing an aspect of product) by 50%.  After the KPI has been 
properly defined, and a way to accurately measure it has been set up, the 
KPI becomes a clear target that everyone’s attention is focused on.

Once you have your KPIs defined, ones that reflect your organisation’s 
goals, what do you do with them? You can issue KPIs as a performance 
management tool, but also as a carrot.  Post the KPIs everywhere, in the 
lunch room, on the company’s intranet, even emailed to key team 
members.  Visibility of performance helps to create accountability.

Show the target for each KPI and the progress towards that target.  Some 
organisations even refer to the KPI summary or dashboard as the 
Company Scorecard.

KPIs to consider The following is a checklist of generic KPIs that can apply to a wide range 
of businesses.
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Checklist of generic KPIs for SME Business

Team KPIs Suitable for my 
business  P

1. Average employee tenure

2. Training expenditure as % of revenue

3. Average employee turnover, 3 year rolling average

4. Average talent turnover, 3 year rolling average

5. Average absenteeism per employee, in days

6. Job satisfaction index, based on survey

7.  % of employees who would recommend the company as an 
employer

8. % of employees who are within 5 years of retirement age

9. Employee productivity

10. Workplace accidents as a % of  total number of employees

11. Sales per fulltime equivalent employee

12. % of wages to sales

Customer Service KPIs

1. Customer satisfaction index

2. % of revenue that comes from top 20% of customers

3. Average customer spend per transaction

4. Average customer spend per year

5. Customer transaction frequency

6. Average lifetime value of a customer

7. Customer contribution to gross profit

8. Complaint rate

9. Customer attrition rate
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Sales and Marketing KPIs Suitable for my 
business  P

1. Average number of accounts per account manager

2. Cold calls converted to new customers

3. Customer door count

4. Number of transactions as % of door count

5. Conversion rate from prospects to sales

Product  KPIs

1. Contribution to gross profit by individual product lines

2. Product obsolescence rate

3. Product exceeding ‘use by date’ ratio 

4. Product return rate

Risk KPIs

1. Litigation threats to the company

2. Litigation claims on the company

3. Complaints from the Commerce Commission, local councils, 
other Government departments, or consumer watchdogs

Financial  KPIs

1. Stock turn

2. Gross profit margin %

3. Expense analysis as % of sales

4. Net profit margin %

5. Price to earning ratio

6. Return on total asset value

7. Debt to equity ratio

8. Current assets ratio

9. Net transferable assets backing

10. Debtor days

11. Work in progress days

12. Creditor days
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Specialist KPIs

KPI shortlist We can also provide you with a checklist of specialist KPIs that apply to 
particular industries or types of business.  Not all of the KPIs listed will be 
critical to the success of your business.  We suggest you examine each 
possible KPI and ask yourself the following questions before adding the 
KPI to your ‘KPI shortlist’.

1. Is this measure highly relevant to my business?

2. Would an improvement in this measure address a critical problem 
or weakness that exists in our business right now?

3. Would an improvement in this measure significantly improve our 
profitability and cash flow?

4. Would an improvement in this measure improve customer delight 
and loyalty?

5. Can I accurately measure this KPI?

We suggest that you complete the following KPI Selection Worksheet.  The 
worksheet will help you identify the KPIs that are measurable and relevant 
to your business.
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KPI Selection Worksheet

KPI Calculation Method Frequency of reporting Reported to Reality check on:

1. Relevance                                                P
2. Significance to stakeholders               P
3. Ability to be accurately measured  P
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Disclaimer

Better Business Accountants has provided this report on the understanding that:

1. The report is a guide only and should not form the sole basis for any decision without first obtaining proper professional 
advice.

2. We will not be responsible for and expressly disclaim liability, whether under contract or negligence:

(a) For the results of any use made by users of the report

(b) For any errors or omissions in this report 

(c) For any direct or consequential loss or damage to arising from the use of this report, whether to a direct purchaser 
of this report or to any other person who may borrow or use them

(d) If any part of the report, whether used in its original form or altered in some way by the user, proves invalid or does 
not attain the result desired by the user  

(e) For any negligence in the publication or preparation of these reports

3. This disclaimer extends to the user and to any client of the user who suffers loss as a result of the use of these reports.  

4. The user acknowledges that it has not told us any particular purpose for which these reports are required and that it has 
not relied on our skill or judgement to provide a paper suitable for any such purpose.

Intellectual Property Notice

Better Business Accountants:

1. Holds the exclusive authority to use all copyright, trademarks and other intellectual property rights comprised in this 
paper.  

2. Does not allow these rights nor any part of this paper to be used, sold, transferred, licensed, copied or reproduced in 
whole or in part in any manner or form whatsoever without its prior written consent.


