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Abstract

Key Performance Indicators (KPIs) are not aligned across verticals in some organisations,
resulting in silos which leads to poor decision making. This issue impedes growth and slows the
agility of a product-led firm. This paper sets out to propose a practical five-phase model to KPI
alignment that is rooted in existing research in performance measurement, developing work in
digital transformation, and my own experience of scrutinizing product metrics across various
industries. We have combined primarily accepted approaches of Balanced scorecard, Performance
prism, and Al in order to counterbalance common challenges such as non-integrated data points,
contradictory incentives, and ever-changing market conditions. Through the outlined phases of
KPI definition, data-driven analysis, benchmarking, and root cause analysis, teams are able to
make better data driven decisions, maintain accountability, and remain agile during rapid
technology shifts.

Keywords: Balanced Scorecard, cross-functional alignment, digital transformation, KPI
definition, KPI monitoring, Performance Prism, product-led organizations, root cause analysis,
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l. Introduction

A. Why KPI Alignment Matters

My professional experience with e-commerce and construction industries tells me that departments
measure success in disparate ways. Marketing might be obsessed with impressions, product teams set
their eyes on feature adoption, and finance might only care about cost efficiency. Each measurement is
true in its own way, but they do not make sense together. Without coordination, there is a higher
possibility of making conflicting decisions when numerous functions set their own KPIs (Brynjolfsson,
Hitt, & Kim, 2011).

While organizations base their strategic moves on data, data in itself guarantees nothing in terms of
cohesive decision making. Advanced analytics can reveal patterns, but the inability to interconnect KPIs
makes it impossible to be formulated into an actionable plan. As digital transformation picks up pace,
the stakes keep rising. Realizing organizational goals through analytics requires a well-defined KPI
framework that binds all teams.
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Fig 1: Sample example of KP1 focus across departments

B. Contributions of Seminal Research

In his ‘performance measurement manifesto’ Robert Eccles (1991) cautioned that concentrating on
financial figures alone could undermine achieving greater strategic goals. In 1992 Kaplan and Norton
developed the Balanced Scorecard which sought to address these shortcomings by incorporating
business’s financial and non-financial components. This model underscored the need to place significant
importance on the internal processes, learning and growth, and customer satisfaction that are critical for
achieving sustained results (Kaplan & Norton, 1996).

Neely, Adams and Kennerley (2002) with the introduction of the Performance Prism argued for the need
to value the information captured from multiple actor's perspectives, including customers and even
regulators. Malina and Selto (2001) showed how essential well-developed KPI systems are in promoting
effective communication and the overall business strategic focus. These key points teach an organization
how a measurement system can be used to define and communicate goals, manage cross departmental
boundaries, and improve the overall organizational governance.

C. Relevance to Product-Led Organizations

A product-led organization iterates at a more rapid pace and is agile in deploying features, as well as
testing how the market responds to them. Such settings pose significant challenges to cohesive product
strategies, especially when conflicting KPIs exist (Holopainen, Saunila, &Ukko, 2022). Consider user-
experience teams which might be incentivized to enhance engagement or sales teams who must sell
aggressively. Both approaches are good, but if the tactic is not balanced using longterm user engagement
trumping shortterm revenue goals, then shortterm tactics become the strongest motivator.

In contexts that are product-led, growth is reliant on how transparent each function is about their metrics
towards overarching goals within the organization (Holopainen, Saunila, &Ukko, 2022). If done
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properly, cross-vertical KPI alignment facilitates collaboration and agility with the mission being top of
mind every day.

I1. Literature Review and Case Study Observations

A. Foundations of Performance Measurement
1. Balanced Scorecard

Kaplan and Norton first made the Balanced Scorecard in 1993, remarking that companies needed
to broaden their view of performance to include factors beyond mere costs or revenues, such as
customer satisfaction and efficiency in internal processes. It is stated in Malina and Selto (2001)
that communication of strategic objectives at the department level improved greatly with the
implementation of the Balanced Scorecard.

2. Performance Prism

With the Performance Prism, Neely et al. (2002) took a more definitive approach towards
measurement by recognizing employees, suppliers, regulators, and investors as stakeholders. As
Neely (1999) states, by accounting for an array of stakeholders, businesses were better positioned
to adjust to changing demands. Considering how quickly technology can alter stakeholder
requirements, this point of view is particularly important now.

B. Digital Transformation Studies

As Harris and Tayler (2019) noted, data pipelines serve as the foundation for cross-functional KPI
alignment. Change resistance and inadequate definition of metric ownership are barriers to performance
management, which in most cases does not yield success. Issues with KPIs can worsen in digital
environments (Na & Chen, 2022). Data collection automation and real-time analysis (Brynjolfsson et al.,
2011) are possible with Al, but these approaches sharpen the necessity of a clearly defined measurement
framework.

For organizations which depend on big data, the volume and velocity can often turn into a challenge.
While the Kamble and Gunasekaran (2020) study suggests the construction of a single performance
measurement architecture from disparate systems, Verhaelen, Joosten, and Ramada's (2021) version
stresses the need for “KPI networks,” systems integrating shop-floor level metrics with high-strategic
objectives. Argyris and Schon (1978) assert that measurement alone is inadequate; adaptive structures
must accompany transformative KPI systems for continuous improvement.

C. Common Problems in Real-World Settings
1. The Fragmented Metric System

Partly modernized firms often retain outdated structures, leading to duplication, confusion and
misalignment of the digital metrics. While a marketing team may use modern analytics
platforms, strategy operations remain reliant on old spreadsheets to formulate reports (Tambare,
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Gupta, & Desai, 2022). Besides the definitions, every step of the process needs to be harmonized
to deal with data silos effectively.

2. Incentive misalignment

In efforts to reach set key performance indicators, certain factors such as spending could get out
of control (Kamble& Gunasekaran, 2020). This may cause a shift for the Finance team to focus
on holding costs constant, whilst Product Managers are aiming to release more features in a bid
to boost the usage metrics. The lack of one cohesive framework of collaboration may result in
negative impacts on strategic performance in facilitating each department’s local optimization.

3. Overload of data

Filtering out “vanity metrics” and focusing on more credible indicators can also help with
analysis paralysis, which can be a huge issue when data is overabundant.

I11. Lessons from Practical Experience

Subsequent to spending years analyzing product verticals, |1 have managed to develop a five-phase
model that may be used in order to align KPIs in product led organizations. While attending a recent
conference, | had the opportunity to display my findings only to be met with the same issues in a
different sector from my peers. The model revolves around:

1. KPI Definition
Creating a Measurable, Actionable, and scopeful tangible metric KPI tree. In this area scope
includes mid level and corporate objectives. All relevant organizational teams must be included
in the process, such as executives, operation, and data analysts. This ensures ‘buy-in' in the early
stages of the project. Openness will result in higher utilization of the resources (Brynjolfsson et
al. 2011).

2. Data Analysis
After setting your KPIs, metrics should be gathered from customer feedback instruments, supply
chain logs, and CRM systems, and consolidated into one repository (Holopainen, Saunila,
&UKko, 2022). Whether it is done in Python, Tableau, or proprietary dashboards, it is vital that
every vertical utilizes the same definitions and time periods. Having these will help in
understanding how changes across one vertical affect others.

3. Benchmarking
Benchmarking means analyzing your internal figures against older records, peer averages or data
from competitors (Holopainen et al., 2022). This stage helps identify what teams are doing well
in reaching objectives and what teams need improvement. It also ensures that a benchmark is set
for acceptable performance results.

4. Root Cause Analysis
Every KPI move calls for further analysis, whether upwards or downwards. User interviews,
analytics, and stakeholder conversations can explain an outlier (Argyris & Schon, 1978). Try to
understand the nature of the movement instead of getting phenomenon at face value: Was there a
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marketing campaign run that increased user sign-ups? Was there a glitch in the supply chain that
stalled the shipments?
5. Observation and iteration

Once the root issue has been diagnosed, action plans can be developed on the basis of them,
followed by constant monitoring. More touchpoints — or “KPI councils” — promote openness,
meaning the company is able to spot developing patterns sooner rather than later (Harris &
Tayler, 2019). Ongoing review ensures obsolete metrics will not hinder teams because the
market is shifting at lighting speed.

IV. Core Challenges in Cross-Vertical Alignment
A. Data and reporting silos

A considerable challenge remains to be data silos. Different users operate different systems which may
do not map to each other resulting in different semantics. For example, a marketer may have a different
definition of a unique user than a product analyst does (Na & Chen, 2022). Defining data semantics
helps in reducing duplication and speeding up decision making.

B. Conflicting objectives and incentives

Different verticals might impede one another in a manner that is counterproductive if each one of them
is rewarded based on different KPIs. (Verhaelen et al., 2021). With shared incentive structures, teams are
more capable of working together towards a particular goal. For instance, a marketing team may use a
campaign achieve as a success like retention, rather than only focusing on user acquisition. The same
can be said for the product team; they may focus on the new revenue feature, as opposed to only new
functionalities released.

C. Outdated or stagnant KPIs

In most organizations, once the goals have been set there is no revisiting or review of them undertaken.
This is actually problematic for a digital company, because years without re-evaluation means the metric
may become obsolete (Kaplan & Norton 1996). The established and redefined strategic priorities have to
be relevant to the defined KPIs. New technologies and shifts in expectations often mean that indicators
and dashboards have to be altered as well.

V. Scalable Framework for KPI Alignment

Based on the learned material and my experience, | present a five-steps framework that is adaptable and
is very effective to use:

1. KPI Definition
o Map to Strategy: Each KPI should be connected to a certain strategic objective, be it
profitability, market share, user satisfaction or to something else. (Eccles, 1991)
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o Include Multiple Perspectives: Balanced Scorecard concepts of external client, internal
process, and innovation metrics should be incorporated within the organization. (Kaplan
and Norton, 1992).

o Secure Buy-in: Involve leaders and people from other sectors of the company when
setting up the KPIs so as to prevent misunderstandings. (Malina And Selto, 2001)

2. Data Analysis
o Centralize Data: HHouse data in a common repository and automate the pipelines using
tools like Airflow or scripts built in house. (Kamble And Gunasekaran, 2020).
o Validate Consistency: Cross-check data parameters regularly to maintain consistency
across mismatches and ensure accurate KPI calculations. (Na And Chen, 2022)
o Compare Across Verticals: Analyze cross vertical correlation by checking how the
metrics of one vertical affects those of the other to gain insights. (Brynjolfsson Et Al.,
2011)
3. Benchmarking
o Internal vs. External: KPI Internalization Analysis against Changes Over Time and
Industry Comparisons. (Holopainen Et Al., 2022)
o Set Targets: To facilitate continuous improvement, it is important to define realistic and
ambitious targets. (Verhaelen Et Al., 2021)
o Revisit Benchmarks: Update business health indexes and key performance indicators to
reflect changes in the business or new technology. (Tambare Et Al., 2022)
4. Root Cause Analysis
o Dig Deeper: User insights and discussions combined with quantitative results can
facilitate deeper insights (Argyris & Schoén, 1978).
o Spot Recurring Issues: Repetitive delays in shipment are a common bottleneck that
indicate fundamental issues rather than isolated incidents that were poorly executed.
o Assign Accountability: To resolve issues, take action and specify who is responsible for
each step. (Harris and Tayler, 2019)
5. Observation and iteration
o Build dashboards which allow regular or real time accesses and monitoring of KPlIs.
o Hold Regular Reviews: Whether they are held weekly or monthly, these check-ins keep
the process agile (Holopainen, Saunila, &Ukko, 2022).
o Adjust KPIs as Needed: Replace or adjust certain indicators where it does not correlate
with strategic objectives (Kaplan & Norton, 1996).

This model combines standard academic concepts and pragmatism, allowing businesses to efficiently
coordinate product teams with marketing, finance, and other relevant functions.

V1. Additional Considerations

A. Building collaborative cultures

The most effective KPI system does not work well unless teams are unitarily interconnected. Leadership
must incentivize collaboration across different functions (Holopainen et al., 2022). Communal metrics
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instead of just vertical-specific ones can help foster cooperation. If a marketer's success is measured
partly based on the use of the product and the company's operational expenditure, they have to talk to
other divisions before they implement their strategies.

B. Support and governance from leadership

Executives have to take action in championing align KPI and building the requisite data infrastructure
(Brynjolfsson et al., 2011). Establishing a governance committee comprising heads of important
verticals and a few data analysts can help to resolve conflicts as soon as possible. This group can also
take responsibility for overseeing the reliability of elements within a KPI framework so that all teams
abide by the same rules and practises concerning terms and data.

C. The use of Automation : In a nutshell

Many problems can be solved, patterns can be picked, or a hypothesis can be tested both easily and
quickly by Al-driven analytics. Advanced tools, however, may only accelerate the confusion if the basic
KPIs are set at a very low level (Na & Chen, 2022). When a solid framework is in place, Al can improve
decision making, as well as proactive alerts or adaptive metrics (Cosa & Torelli, 2022)

D. Primary Areas of Focus : Winning versus Failing “Short Term Gains” vs “Long Term Goals.”

Growth products companies try to achieve: feature adoption expansion or an increase in conversions
tend to focus on immediate advantages. Pushes that are too aggressive in the short term tend to go
against deeper goals like growth or brand equity (Eccles, 1991). Using both types of KPlIs, near-sighted
and long-term, will make it possible to avoid negative impacts of extreme measures sinned for short-
term fixes.

VII. Conclusion

The ability to cross-reference KPIs vertically is not only a matter of technology. In this paper we
proposed a structured model that enables alignment of diverse teams around shared goals, leveraging
knowledge from existing concepts like the Balanced Scorecard and the Performance Pyramid. A five-
phase approach (KPI Definition, Data Analysis, Benchmarking, Root Cause Analysis, and Monitoring)
allowing the flexibility to address different organizational contexts can be crafted.

Companies that center their approach on a select product can have a scattered or well-collaborated
product vision and an alignment of efforts can help determine which scenario materializes. Linking
department-level KPIs with broader strategies increases accountability and agility within organizations.
This builds upon integrative frameworks (Neely et al., 2002) and industrial know-how where industries
are experiencing technological turbulence (Kamble& Gunasekaran, 2020; Tambare et al., 2022).

Cross functional metrics can impact innovation, so perhaps Al could better KPIs in real time is an area
to refine in. Any significant advancement in technology still requires KPIs that are smart, relevant and
communicative issues. As advanced as analytical systems are, they cannot act as a substitute for the
alignment work that is completed when teams convene around shared aims and objectives
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