Balanced Scorecard

Problem DIffICUlty

How to manage an Work with
(B SC) organization’s strategy? an SME
« The Balanced Scorecard (BSC) i_s a Lagging and
frameyvo:}( f?r tr?crlng and managing an BSC leading metrics
organization's strategy. Business Improvement
« A BSC has four connected perspectives. strategy Process Prgjects
Financial goals: What do shareholders want? > >
Customer goals: What do customers want?
Process goals: What should we be better at? : . .
d 1. Define the Mission, Vision, and Values.

People (or learning and growth, or innovations,
or organizational capacity) goals: How can we
create more value?

A strategy map is a 1 page depiction of a BSC
with connections between the perspectives.

Perspectives

Strategy Map with Objectives ‘ Balanced scorecard
Financial
Goal Measurement | Target Value
Big Objectives Goal | B | Measurement | Target Value
Goal Measurement | Target Value
[ Customer ]
Goal Measurement | Target Value
Big Objectives Goal | ® | Measurement | Target Value
Goal Measurement | Target Value
Internal Processes
Goal Measurement | Target Value
Big Objectives Goal | mp| Measurement | Target Value
Goal Measurement | Target Value
Organizational
Goal Measurement | Target Value
Big Objectives Goal | B | Measurement | Target Value
Goal Measurement | Target Value
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2. Define Strategic Priorities, the top-level goals
(e.g., client relations, operations, product)
3. Define the ordered Four Perspectives:
Finance, Customer, Process, and People.
4. Define the Business Goals supporting the
perspectives. Create cause and effect relations;
the lower perspectives’ goals explain how to
achieve the higher perspective goals.
Describe each goal’s Rationale, for later review.
Define Leading (success goals) and Lagging
(achieved results) metrics for each goal.
* Only leading metrics can be influenced; it
can be challenging to identify them.
Define initiatives to execute the strategy.
Flow the information down with local strategy
maps aligned with higher level strategy maps.

ov

0 N




BSC — Example —

Generic

How to achieve
objectives

Trailing metrics Targets 1 Initiatives

Operating costs (reduce) -5%. Standardize processes

Increase Net profit (increase) 8%

orders | I

Delivery time (days)
I Customer re-order rate
New customer growth

Improve
customer

experience I

I Inventory levels (reduce)
| Machinery uptime

I Empowered employees
I Employee attrition rate

Improve

3 4 On-site customer representatives
95%I Reduce management oversight
10%.

-15% _ Increase quality levels
95%. Pro-active maintenance
IJust in time manufacturing

99% Six Sigma training
1%. Employee appreciation events
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Perspective objectives are
connected and flow up
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BSC —

Notes

Slide 1
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1. The BSC was developed in 1992 by David
Norton and Robert Kaplan.

2.  While other perspectives could be used,
experience has shown that Financial,
Customer, Process and People work well.

3. Typically, a BSC is developed by
management, stakeholders, and employees,
ensuring collective responsibilities.

4. Benefits of the BSC

A.

Improved organizational alignment and
communication

Improved strategic planning and
performance tracking

Mapping strategy into understandable
performance measures.

It helps a company invest internally, in
processes, infrastructure, and
technology for better performance.

5. Potential Strategy Mapping mistakes

Having unconnected goals
Focusing on Operational goals
Not documenting the rationale
Only using lagging metrics
Having Too Many Goals
Mixing Goals and Metrics

=

A fairly generic strategy map is shown.

2. There are many generic maps available on
the web for different industries including
nonprofits and government agencies (both of
which are not profit driven).
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Recommended web sites for more information

. https://bscdesigner.com/

. https://lwww.smartsheet.com/balanced-scorecard-
examples-and-templates
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