“…..about which KPIs are most critical for businesses to follow. It would fit in nicely with the theme of the issue, which is “business health check”……” Sherry’s brief
Pulse Check Metrics – KPIs to take the pulse of your business.
The medical metaphor is used here not just to add life to a dry subject but as an apt illustration of its vital nature - numbers are the platelets of the life blood flowing through every multichannel business. If you are not in control of your numbers your business is out of control. Here we propose a set of business critical KPIs to monitor the pulse of your business.   
Definition
Let’s start with a couple of clarifications. Analytics e.g. Google Analytics or Coremetrics, are invariably reporting tools focused on website activity which tell you little about profit, operations and customer acquisition or retention and are therefore not the subject of this article. A metric is any standard business measure. e.g. despatches per day, average time to answer, or return on investment. A key performance indicator, or KPI, is a metric indicating performance, e.g. despatches sent complete, calls answered within 10 seconds, PPC ROI = 746%.

What are the vital life signs?
Multi channel guru Don Libey has listed many thousands of direct marketing metrics – demonstrating the multi-faceted nature of our sector, and the many layers of detail. Our focus here is narrowing down the business critical KPIs that tell you at a glance  - a pulse check - whether your business is healthy or ailing.

The meteoric growth of ecommerce has obscured, to some degree, its essential disciplines. Ecommerce is waking up to its mail order heritage and successful websites are taking on board the disciplines of economic customer recruitment, efficient customer retention and operations, alongside the unique benefits that come with internet retailing. Pulse check metrics are holistic and apply to all channels.

Every business has a unique combination of financial, marketing and operational metrics. However there are metrics that are common to almost every multichannel business that are the life asserting indicators that should comprise a daily or weekly management dashboard. Accordingly these must be few and fundamental - true Key Performance Indicators. 

Looked at another way – what is the concise set of KPIs you need, when languishing on your yacht in the Caribbean, to tell you if your precious business is thriving or diving?

Identifying and implementing effective KPI reporting is not always straightforward. It can take years to define and systemise useful KPIs. In my experience rarely does a multichannel software system include a dependable suite of accurate KPI reports.

A pulse must be easy to find
The first rule, as ever, is to keep it simple. The pulse must be easy to find and quick to check – the numbers must be easily and regularly extracted from your systems. The KPIs must be meaningful and easily grasped. Presentation is important – a dashboard of a single screen or sheet is often cited as being optimal. Managers must understand how KPIs are calculated and what they should and should not do to positively impact performance. It is important that KPIs are actionable with clear links of responsibility. 

What is a good pulse rate?

Fundamental to performance measurement is comparison. KPIs are ineffective without a budget for comparison, formed from history or benchmarks. All the pulse check KPIs set out here reflect many of the key assumptions of a properly constructed Budget Model and should therefore not be difficult to model and forecast. If your budget spreadsheet does not include most of these numbers look out here for a later article on budget modeling.

KPI selection

The pulse check KPI selection criteria is based on the drivers of business value, cash and profit across the main business functions. The table below sets out a range of KPIs across these functions together with some benchmarks. The benchmarks are a guide and are based on a typical household or gift business with an AOV in the region of £50. This KPI list is complied from discussions with directors across a number of successful businesses, it is not comprehensive and can of course be cut or extended. These KPIs sit at the top of the layers of your organisation - budgeting, finance, buying, merchandising, marketing, systems, operations and so on – and each will have its own KPIs. Pulse check KPIs, in effect, monitor all the other metrics and KPIs. When evaluating alternative pulse check KPIs remember the requirement is to indicate overall health, so for example, a single marketing ROI KPI monitors overall marketing performance, provided you have a budget comparison. Getting it right - accurate and timely reporting to this quality – will confirm you are in control of your business.

	PULSE CHECK - BUSINESS CRITICAL KPIs

	KPI
	benchmark or budget 
	actual
	var %

	FINANCE
	 
	 
	 

	Gross Demand
	budget
	 
	 

	Gross Orders, pre/post sales reductions
	budget
	 
	 

	AOV
	budget
	 
	 

	Margin
	budget
	 
	 

	MARKETING
	 
	 
	 

	ROI: sales as % marketing (or mktg as % sales)
	budget
	 
	 

	COA: cost of acquisition
	budget
	 
	 

	OPERATIONS
	 
	 
	 

	Fulfilment cost per order (all in)
	£2.50-3.50
	 
	 

	Carriage cost per order
	budget
	
	

	Customer service
	 
	 
	 

	channel:
	 
	 
	 

	  telephone
	30%
	 
	 

	  web
	50%
	 
	 

	  mail
	20%
	 
	 

	  correspondence: days to reply
	2
	 
	 

	sales reductions:
	 
	 
	 

	Lost orders: due to out of stocks
	budget
	
	

	Cancels, % gross demand (orders placed)
	3%-5%
	 
	 

	Returns, % gross demand
	3%-5%
	 
	 

	Refunds, % gross demand
	2%-4%
	 
	 

	days to process refund
	7
	 
	 

	calls: inbound
	 
	 
	 

	calls that are orders, %
	50%
	 
	 

	calls lost, %
	5%
	 
	 

	av. time to pick up, seconds
	10
	 
	 

	av. call duration, seconds
	90
	 
	 

	Logistics
	 
	 
	 

	Drop ship/direct despatch
	 
	 
	 

	% gross orders
	budget
	 
	 

	Ship rate: orders despatched within SLA
	90%
	 
	 

	Back orders: over SLA
	 
	 
	 

	  £ @ sales value
	 budget 
	 
	 

	  av. Days
	7
	 
	 

	Warehouse:
	 
	 
	 

	% gross orders
	variable
	 
	 

	Fill rate: % complete orders in free stock at point of order
	 
	 
	 

	Fill rate: % lines in free stock at point of order
	90%
	 
	 

	Ship rate: % complete orders delivered within promise
	90%
	 
	 

	Completes: % orders despatched complete
	90%
	 
	 

	Despatches per order
	1.1
	 
	 

	Back orders: 
	 
	 
	 

	  £ @ sales value
	 £-   
	 
	 

	  cost value as % gross demand
	 % 
	 
	 

	  £  over 7 days old
	 £-   
	 
	 

	Stock:
	 
	 
	 

	  total stock value for sale
	 £-   
	 
	 

	  stock days cover, (based on last 7 days demand)
	budget
	 
	 

	  allocated but not shipped
	 £-   
	 
	 

	  free stock, % of total stock
	 % 
	 
	 

	  free stock days cover (based on last 7 days demand)
	budget
	 
	 


Frequency

All KPIs require a time context. Experience suggests that the pulse check dashboard of choice is issued weekly covering the recent marketing week plus the month to date. 

Regular KPI reporting will most likely be on a time line basis, which may consolidate more than one campaign. Individual KPIs may have alternative budgets across campaigns – which may need to be taken into account when setting a consolidated KPI budget.  

Presentation

This is subjective to the organisation. A table is space efficient but a little dull. Charts and graphs liven it up but tend to take up more space. 

Database

You may have spotted that database KPIs are not referred to here. Reporting the trends within your database is at least as important as, or arguably more than, the pulse check KPIs described here. The essence of monitoring database health is the comparison of segment performance over a rolling year. In this respect database health is not so much a pulse check, more a monthly medical – and accordingly a subject for another day.

Pulse check KPIs really do monitor the health of your business, and in doing so contribute to your own peace of mind and personal health. The process of working to achieve them will determine your own list. There is a great deal of satisfaction to be had out of building and monitoring your own Pulse Check dashboard. Success in this area underpins value and is a sure sign of your organisation’s maturity. 
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