
BALANCE SCORECARD TO EVALUATE PERFORMANCE

What you measure is what you get. Senior executives understand that their organization's measurement system strongly
affects the behavior of managers and.

The J. This was revealing because most existing performance measurement systems have been designed and
overseen by financial experts. Senior managers may know what the end result should be, but they cannot tell
employees exactly how to achieve that result, if only because the conditions in which employees operate are
constantly changing. Their people perspective would then need an objective to train an additional 4 reps.
When, for example, a hydrogen compressor failed, a supervisor on the midnight shift ordered an emergency
repair crew into action. In observing and working with many companies, we have found that senior executives
do not rely on one set of measures to the exclusion of the other. The customer perspective: It is important to
deliver to your customers. In other words, companies should stop navigating by financial measures. The
company got the rankings through an outside organization hired to talk directly with customers. Their early
experiences using the scorecard have demonstrated that it meets several managerial needs. But that view is not
necessarily correct. Intense global competition requires that companies make continual improvements to their
existing products and processes and have the ability to introduce entirely new products with expanded
capabilities. That information was available internally. For new products, lead time represents the time to
market, or how long it takes to bring a new product from the product definition stage to the start of shipments.
Managers want a balanced presentation of both financial and operational measures. By making fundamental
improvements in their operations, the financial numbers will take care of themselves, the argument goes. Jump
to navigation What is a balanced scorecard? Spending on setups can be cut either by reducing setup times or
by increasing batch sizes. But the hard truth is that if improved performance fails to be reflected in the bottom
line, executives should reexamine the basic assumptions of their strategy and mission. Kaplan and Norton
compare the balanced scorecard to the dials and indicators in an airplane cockpit. They argue that the terms of
competition have changed and that traditional financial measures do not improve customer satisfaction,
quality, cycle time, and employee motivation. Hewlett-Packard uses a metric called breakeven time BET to
measure the effectiveness of its product development cycle. In order to increase sales, an objective must be
placed in their customer perspective that includes being seen as providing the most superior customer service.
In the public and nonprofit sectors, the focus is often on balancing revenue with expenses. Other
supplier-driven costs range from ordering, scheduling delivery, and paying for the materials; to receiving,
inspecting, handling, and storing the materials; to the scrap, rework, and obsolescence caused by the materials;
and schedule disruptions expediting and value of lost output from incorrect deliveries. For example, Analog
Devices, a Massachusetts-based manufacturer of specialized semiconductors, expects managers to improve
their customer and internal business process performance continuously. Customer perspective.


