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Most business owners have some way of intuitively
understanding how their company is doing. That insight
could be based on any number of factors, including new
orders, shipments, machine hours, labor activity, etc.

In effect, those are key performance indicators —
information that owners and managers rely upon to keep
their companies on track toward specific goals. As a
company grows and the owner gets busier or as business
conditions change, it's important to formalize those
indicators.

There are numerous financial and operational factors that
can be viewed as key performance indicators. Those
include:

* Revenue

* Orders

»  Time to ship

»  Labor hours

»  Machine hours

* Inventory turns

» Accounts receivable statistics

» Backlog

»  New customers acquired

Staff turnover

* Returns

*  Working capital

Each of those areas has subsets and circumstances
unique to an industry and to a specific business within that
industry. Key performance indicators should reflect a
company’s goals and be quantifiable and actionable. The
goals become the benchmark against which ongoing data
is judged and responses considered.

Along with company-wide key performance indicators,
departments can have their own indicators based on their
roles in reaching the company’s overall goals.

Key Performance
Indicators - A Dashboard
View of Business Health

The structure that conveys key performance indicators can
be in the form of written weekly activity reports or flash
reports, spreadsheets, charts or some other numbers-
based overview.

Dashboards offer quick review

While those forms are valuable, today’s technology offers
an even quicker way for time-pressed executives to review
current information — the computer screen dashboard. Like
the dashboard on a car, a computer screen dashboard can
offer company owners and managers a quick look at
current business conditions, and allow them to make
adjustments based on the numbers.

The best dashboards use graphic displays that allow the
user to quickly grasp the situation and determine what
steps could be taken in response to the information.

Like any business activity monitoring, dashboards can
provide information tailored to the specific needs of a
particular business or to replicate the data the business
owner intuitively followed during a less formal stage of the
company’s life.

Data is real-time

One of the great benefits of dashboards is that information
is pushed to them from the underlying financial systems so
data and charts that are displayed are always real-time.

A dashboard can relay financial statistics as well as
information on activities and processes within the
operation. Since the dashboards are intended for a quick
overview, it's best to select a limited number of key
indicators that you find meaningful. In this case, less is
better. Too much information can make dashboards
overbearing and, over time, ignored.
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Key performance indicator dashboards can be built as a
custom software application or acquired as an available
product or web-based subscription service.

While dashboards can be convenient, what really matters
is the consistency of information a business owner or
management team receives. Through that consistency
trends can be observed, allowing proper responses.
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If you haven't formalized a set of key performance
indicators for your company, or if you're not satisfied that
indicators you’re now following are giving you the best
ongoing snapshot of your company’s performance, call us
at 414-273-8060 or, outside of Milwaukee, at 800-358-
8060. You can also send me an e-mail at
John.Lauber@LauberCFOs.com. One of our LauberCFOs
would be happy to confidentially work with you.
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