[image: ]
Key Performance Indicator Identification/Creation Guide
What are Key Performance Indicators?
Key Performance Indicators (KPIs) are the critical measures that show whether a process is achieving its intended purpose. They must be meaningful, measurable, actionable, and trackable over time. KPIs help teams understand performance, identify issues, set goals, track progress, communicate results, and sustain improvements. They make process performance visible and measurable.
When should KPI’s be identified?
Identify KPIs after documenting a process and before starting improvement work. Update KPIs whenever the process changes or new goals are set.
Step-by-step for creating KPIs
Step 1: Start with the purpose of the process.
Begin by identifying what the process is intended to achieve. This purpose becomes the foundation for selecting KPIs. 

Step 2: Define what “good” looks like.
Describe the ideal performance of the process. This helps identify the qualities that KPIs should measure.

Step 3: Define what “bad” looks like.
List the problems that slow things down or frustrate staff or customers. These problem areas often point directly to useful KPIs.

Step 4: Focus on the steps of the process that matter most.
Look at the steps that help the most with reaching the goal and the steps that cause the biggest problems. Build your KPI around those areas.

Step 5: Choose simple, meaningful KPIs from the areas identified in Step 4.
Common types include time, quality, volume, efficiency, customer impact, and compliance.



Step 6: Define each KPI clearly.
Write clear definitions so anyone can calculate the KPI consistently. A good definition specifies exactly how the KPI is measured.

Step 7: Identify data sources.
Determine where the data for each KPI will come from. Data sources may include system timestamps, tracking logs, shared inboxes, or manual tracking sheets.

Step 8: Decide how often to track the KPIs.
Choose a tracking frequency that is realistic and useful for monitoring performance. Weekly, monthly, or quarterly tracking is typical.

Step 9: Establish a baseline.
To establish a baseline, use existing baseline data for long-standing processes or collect 30–90 days of KPI data for new processes, confirming the data reflects typical conditions, then document the baseline value, date range, and data source as your "before" picture for measuring improvement.
Best Practices
· Make KPIs SMART: Specific, Measurable, Achievable, Relevant, and Time-bound.
· Keep it simple. Choose only the most important measures instead of tracking everything.
· Connect each KPI to a real goal so the measurement has a clear purpose.
· Know where the data comes from before you finalize the KPI.
· Set a baseline and a target so you can see how much progress is being made.
· Assign one person or team to own each KPI so someone is always responsible for it.
· Use the same definitions and units every time so results can be compared fairly.
· Share the KPI with your team so everyone knows what is being measured and why it matters.
· Review and update KPIs at least once a year, or whenever your process changes. Note your observations regarding how well KPIs are measuring process performance.


Related Resources
	Resource
	How It Can Help
	Location on CalHR OD Website

	Process Documentation Guide and Template
	Documenting your process reveals which steps matter most and which cause problems, which is the starting point for choosing the right KPIs.
	Phase 1: Define


You Don't Need to Start with a Blank Page
The KPI template on the following pages gives you a ready-made structure with all the key fields you'll need. Use it as your foundation and simply fill in the details of your KPIs. An example is also included to show what a completed version looks like and to provide guidance.
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KPI Identification and Creation Example
	Process
Travel Reimbursement Submission and Approval
	Prepared By:
Mary Smith, Department Travel Coordinator
	Date:
January 2025

	Purpose of the Process

	To reimburse employees for approved travel expenses quickly, accurately, and in compliance with state policy.

	What “Good” Looks like

	Claims are complete and accurate when submitted, routed correctly the first time, and processed within the expected timeframe.

	What “Bad” Looks like

	Claims are delayed, missing receipts, routed incorrectly, or frequently returned for corrections.

	Identifying, Choosing and Defining Your KPIs

	Process Step or Area
	What “Bad” Looks Like
	What “Good” Looks Like
	What to Measure
	KPI Name
	KPI Definition (How It's Calculated)

	Data Source

	Claim processing (submission through payment)
	Claims are delayed
	Claims processed within target time
	Days to process claim
	Claim Processing Time in Days
	Payment date minus submission date
	FI$Cal timestamps

	How many claims are returned for corrections
	Rework
	Claims complete and accurate
	Claims returned for rework
	Return Rate Percentage
	Number of claims returned for correction ÷ total claims
	FI$Cal timestamps / shared inbox logs / tracking spreadsheet

	Claims routed correctly
	Claims routed incorrectly
	Claims routed correctly the first time
	Claims routed correctly
	Routing Accuracy Percentage
	Number of correctly routed claims ÷ total claims
	FI$Cal timestamps / shared inbox logs / tracking spreadsheet

	Claims complete and accurate at submittal
	Missing receipts and other errors
	Claims complete and accurate at submittal
	Complete and accurate claims received for processing
	Submittal Accuracy Rate
	Number of complete/accurate submissions ÷ total submissions
	FI$Cal timestamps / shared inbox logs / tracking spreadsheet

	Reporting Frequency 

	Monthly




	Baseline 

	1. KPI 1 Baseline: 45 days  
2. KPI 2 Baseline: 32%
3. KPI 3 Baseline: 68%
4. KPI 4 Baseline: 74%

	Notes/Observation

	Missing receipts is the most common reason for returned claims.





KPI Identification and Creation Template
	Process:

	Prepared By:

	Date:


	Purpose of the Process

	What the process intended to achieve?

	What “Good” Looks like

	Describe the ideal performance of the process.

	What “Bad” Looks like

	Identify the issues that frustrate staff or customers.

	Identifying Choosing and Defining Your KPIs

	For each area that matters most, describe what 'bad' and 'good' look like, then choose what to measure (time, quality, volume, efficiency, customer impact, or compliance), name the KPI, and define how it's calculated and where the data comes from.

	Process Step or Area
	What “Bad” Looks Like
	What “Good” Looks Like
	What to Measure
	KPI Name
	KPI Definition (How It's Calculated)

	Data Source

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Reporting Frequency 

	How often will this be measured and shared?

	Baseline

	How is the process currently performing? 

	Notes/Observation

	Any notes or observations regarding the process’ performance?
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