The “Balanced Scorecard”- The Key To Making Your Strategic Plan Work.
By Jack Hoffmann

With the current difficult business conditions, it is imperative that leaders identify new and better ways to improve how they conduct business. Increasingly, this means continually finding more effective ways to measure, monitor, manage and report on all aspects of business performance.

A well-rounded system of measurement enables companies to identify and track the metrics and performance measures necessary to manage good business performance.  As the old saying goes, “If you can’t measure it, you can’t management it”. 
When companies look at setting strategies and goals, they traditionally set financial objectives aimed at increasing revenues or return on assets, those are measures of past activity. That alone is like driving down the road looking into the rearview mirror. Companies need to be more forward focused  in their approach to measuring business performance. In addition to looking at the financial metrics, they should look at and measure how they are serving their employees, their internal processes, not to mention their customers.

One such approach to more holistic measurement is referred to as “The Balanced Scorecard.”  The Balanced Scorecard is a strategic planning and performance measuring system that will help you align your business activities with the vision and strategies you planned for your organization. By balancing internal process measurement and financial results with customer and employee wants and needs, the performance picture will become complete. That is assuming you have a strategic plan, if you don’t have a strategic roadmap, you don’t have a true map to get where you want to go.
The Balanced Scorecard process suggests that we view the organization from four perspectives and develop metrics, collect data and analyze it relative to each of these perspectives: The Learning  & Growth Perspective, the Business Process Perspective, the Financial Perspective and the Customer Perspective.
The Learning & Growth Perspective:

This perspective measures the organization on its capacity to continually innovate, improve and sustain itself.  It includes management and employee training as well as corporate cultural attitudes related to both individual and overall corporate self-improvement. It includes measures such as employee satisfaction, employee retention, skill sets, and insuring that the right people are in the right positions in the organization.
The Business Process Perspective:
The operational perspective measures and informs an organization about what it must do internally to meet customer and financial expectations. It would include measures such as cost, product throughput and execution in areas of procurement, production and the fulfillment of orders etc. Metrics based on this perspective allows the managers to know how well their business is running and whether its products and services conform to and consistently exceed customer requirements. 

Page 2 – The Balanced Scorecard
The Financial Perspective

The Financial Perspective measurements tell an organization the results of actions already taken and whether those actions are contributing to its bottom line. They include measures such as operating income, return on capital employed and economic value added.

The need for traditional financial data is obvious. Timely and accurate funding data will always be a priority particularly in times like these where “cash is king”. Consequently, on time billings, timely collections, good margins and appropriate funding are a must.

The Customer Perspective

The Customer Perspective measures an organization on how it is performing in the eyes of the customer. It includes measures such as customer satisfaction, customer retention, saturation by customer and market share in targeted segments.
In developing metrics for satisfaction, customers should be analyzed in terms of business lost and gained, order dollars and volume increased and decreased by customer, profitability by customer and with occasional surveys to explore satisfaction and well as added value and additional services required.
It has become universally understood that the importance of customer focus and customer satisfaction is the key to any successful organization. If you do not have satisfied customers, the operation and all other facets of the organization are mute. 
Each perspective of the Balanced Scorecard includes objectives, the measures of those objectives, as well as target values of those measures and initiatives, defined as follows:

·  Objectives - includes the major objectives to be achieved, for example, profitable growth and increased market share.

· Measures – would include the observable parameters that will be used to measure progress toward reaching the stated objective. For example, the objective of profitable growth would be measured by the growth in net profit.
· Targets – indicating the specific target values for the measures, example, + 3% growth in net margin.

· Initiatives – would include stated action programs to be initiated in order to meet the stated objective.
The benefits to an organization from using the Balanced Scorecard approach include but are not limited to, better organizational alignment, strategic prioritization, improved internal and external communication, data-driven decision making, and individual and collective accountability for results.
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In these times, doing business as usual will not achieve different or even satisfactory results. Measuring the four key perspectives of your strategic plan using a Balanced Scorecard system will give you direction and course correction to insure maximum results and keep you and your organization on track to meet your vision and achieve financial success.

Jack Hoffmann is the Founder and President of Milestone Solutions LLC, a consulting firm that helps companies of all sizes maximize their business and people performance. For more information on how to develop a Balance Scorecard for your organization contact him at 636 536 3846 or jfh@milestone-solutions.com.

