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The Balanced Scorecard

| Messures | Messures
* CSF = critical success factor Based on Kaplan & Norton
Exhibit 8.9

Johrson, Sgheles & Whittingtor (2006) Exploring Corporate Strategy, FT Prentice Hall



The Balanced Scorecard
IS quantitative

— based on KPlIs

Key Performance Indicators
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The Balanced Scorecard

Financial perspective
e.g. Operational view

Cost reduction %
Sales growth %
e.g. Shareholder view

ROCE %
eps ratio

Customer perspective
e.g. Customer satisfaction

Customer retention %
Customer “churn” %
Customer loyalty %
Acquisition of new customers  000s
Customer satisfaction %

Internal Perspective

e.g. Assess quality
of people & processes

Training & development %
Staff retention %
Product quality %
Stock turnover ratio

Based on Kaplan & Norton 1992

Innovation & learning

e.g. Continuous improvement
Quality circles — new ideas  000s
e.g. Research & Development
Projects in R&D “pipeline” 10
Time / speed to market months




The Balanced Scorecard
is guantitative — based on KPIs\

Financial perspective
e.g. Operational view

Cost reduction %
Sales growth %
e.g. Shareholder view

ROCE %
eps ratio

Customer perspective \

e.g. Customer satisfaction

Customer retention

Customer “churn” 70
Customer loyalty %
Acquisition of new customers  000s
Customer satisfaction %

Internal Perspective

e.g. Assess quality
of people & processes

Training & development %
Job turnover %
Product quality %
Stock turnover ratio

Based on Kaplan & Norton 1992

Innovation & learning

e.g. Continuous improvement
Quality circles — new ideas  000s
e.g. Research & Development
Projects in R&D “pipeline” 10
Time / speed to market months




Net Promoter % Members Members/Employee Products/Household

Actual: 62.35% Actual: 82242.00 Actual: 330.29 Actual: 563
Prion: Prior: 79066.00 Prior: 306.61 Prior: 5.41
Plan: 60°% Plan: 82729.00 Plan: 332.64 Plan: 5.59

http://www.passageways.com/dashboards.php
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Each industry sector has its own specialist KPls

Which KPls are important in your chosen sector?
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The Balanced Scorecard
ldentify your industry-specific KPls

Financial perspective

Customer perspective

F?nanc?al KPI % Customer KPI 4 %
Financial KPI 2 % o
Financial KPI 3 ratio | | Sustomer KPS /o

Customer KPI 6 000s

_ Innovation & learning

Internal Perspective

Innovation KPI 10 000s
Operational KPI 7 % Innovation KPI 11 months
Operational KPI 8 ratio Innovation KP| 12 %
Operational KPI 9 %

Based on Kaplan & Norton 1992







A derivative of the Balanced Scorecard is

The Strategy Map

The Strategy Focused Organization —

How balanced Scorecard Companies Thrive in the New Business Environment
Kaplan and Norton (2001)



www.valuebasedmanagement.net

Strategy Map
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The Strategy Focused Organization —

How balanced Scorecard Companies Thrive in the New Business Environment
Kaplan and Norton (2001)
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SOUTHWEST AIRLINES’ BALANCED SCORECARD:

What It Looks Like
[ Objectves [ Measwes | Tagets [ ntatves |

- sat Profitability 22 Market value 30% CAGR*

g Increased revanlr Seat revenue 20% CAGR

mll  Lower oosts'_t Plane lease cost 5% CAGR

5 On-time flights FAA on-time arrival rating No.1 Quality management

‘_% Customer ranking Customer-loyalty

3 mﬁm (market survey) o 1 program

g F_'ast =] Time on ground 30 minutes Cycle-time ”a'f,,mi“m"
= ' On-time departure 90% progr

g Oround crow alignment % ground-crew shareholders v, 1. 70%: Year 3: 90%: Employee stock option plan
3 with company goals % ground crew frained Year 5:100% Ground-crew training

* CAGR = compound anausal growth rate
B A balanced scorecard takes a broad, holistic look at organizational goals - not just the financials.
For example, this Southwest Airlines scorecard shows that well-trained ground crews mean faster turnaround
and more on-time flights, which lead o higher customer satisfaction, lower costs and greater profits.

http://www.computerworld.com/action/article.do?command=viewArticleBasic&articleld=78512



Public Sector Scorecard

SERVICE USER/ STAKEHOLDER

How do service users and
other stakeholders view the sarvice.
To what extent have stakeholders contributed

AN

FINANCIAL OPERATIONAL

EXCELLENCE
How well does the en o
service keepcosts ) the service metits | dmmph | Effectiveness

under control and processes and
ded ver value for staff. Stafl
money satisfaction.

\ INNOVATION & LEARNING /

Is it continuing to improve,
‘ and leaming from others

Figure 1. The Public Sector Scorecard
USING THE PUBLIC SECTOR SCORECARD IN HEALTH AND SOCIAL CARE
Max Moullin, 2002

www.shu.ac.uk/research/ciod/downloads/Edinburgh%20paper%20-%20final%20version.pdf -



State Department of Transportation Strategy Map
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Step Four
Public Sector Strategic Map

Increase Lower
Safety Wait Time

( “Red uce\ /row Tax

Increase
Satisfaction

Citi Increase
IUZEeNS \ |nvolvemen

Reduce
Internal Business Process / 'mPrOVe |4rocurement
\Cycle T'my \Steps

f

Increase
Network
Capacity

- © 2002 try Howard Rohm, Al Fghts ressrad “Performance Counts...™



Supermarket plc
Balanced scorecard
The “Steering Wheel”,

With real operational KPls

Customer

+ Earn lifetime loyalty
% The aisles are clear
% 1can get what I want
Y The prices are good
+“ 1don't want to queue
Y The staff are great

Finance

% Grow sales

Y Maximise profits

Y Manage our investment

Operations

+“ Shopping is better for
customers

+ Work is simpler for staff

Y The way we operate is
cheaper for Tesco

Y The way we operate is
responsible and safe

People

7 We trust and respect each
other

My manager supports me to
do a good job

-

My job is interesting

I

-

I have the opportunity to get
on



Tesco plc

Balanced scorecard
updated “Steering Wheel”,
with Tesco operational KPls
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Operating the “Steering Wheel”,
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With “traffic lights”
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