
Measuring Operations
 

I have been discussing the need for small business CEOs to focus on “measuring” your 
operations so that you can manage them.  A practical question is “what do I measure?”

 

As you look at your business, try to focus on the “operations”, that is the operational 
activities that you and your employees do to produce your product or service.  Once you 
have created operational processes that can be repeated and measured, the next step is to 
document those operations.  I suggest that even if you only have a few employees, 
creating an operations manual is a crucial step in preparing for the growth of your 
business. 

 

The operations manual documents the processes used in your business in a detailed and 
clear enough fashion that your company’s key employees and managers could use it to 
run your business even if you weren’t around.  It also helps your company to produce 
consistent services and products.

 

Now let’s focus on the measurement part.  The most important operations and 
management drivers are called “key performance indicators” (KPIs) because they 
significantly impact some or all of your operations. Examples of KPIs include: 

Ø    Number of days of outstanding accounts receivable (A/R) 

Ø    Time to resolve customer complaint 

Ø    Billable hours goals 

Ø    Percentage decrease in product returns 

 

Choose which KPIs you want to follow carefully, focusing on those that show the 
performance of activities that generate value. For example, if you’re measuring your 
accounts receivable process, the two most important operational measurements of 
success might be: 

1.    Keeping days of outstanding A/R below XX days 

2.    Ensuring that no more than X percent of all A/R is over 60 days old 

 

Measurable activities related to these two KPIs are making “soft” collection calls to 
customers whose accounts are approaching 60 days, and making calls to prompt-paying 
customers to encourage them to keep it up. 



 

Make a list of important, measurable performance indicators by category and prioritize 
them from most important to least. You may find that there are only three or four KPIs 
that really matter to your business. Having too many KPIs to follow makes it difficult to 
make changes to your operations. Closely following, measuring and taking action on 
only the most important KPIs leads to less need to adjust your operations— and 
potentially more valuable results.

 

KPIs don’t replace the need to read and use your company’s financial statements to 
manage operations. You still need to prepare financial statements in a timely manner, 
using accurate data, and consult with your CPA or other advisor to make sure you are 
gleaning the right insights from your financial statements.
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