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%\% Introduction : What is BSC ...

KSOM

* Aframework that maps strategy in an organization across 4
perspectives - Financial, Customer, Internal Processes,
Learning and Growth

* A Measurement System that reports on past operating
performance and driver of future performance.

e A Communication System that bridges the gap between goals
set by senior executives and front line operating personnel
whose performance is ultimately responsible for reaching
them.

* A Process for implementing and managing organizational
change.
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%@r{l‘ Evolution

KSOM

e 1992 — Measurement & reporting
1996 — Alignment & communication
e 2000 — Enterprise-wide strategic management

N2
e 2001 - Strategy Focused Organisation
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o

KSOM

Strategic Management Process and
Balanced Scorecard

Mission

Why we exist

Vision

What we want to be

Strategy

Our game plan - How

Balanced Scorecard

Strategic Initiatives

What we need to do

Personal Objectives | What | need to do

Strategic Outcomes

Satisfied
Shareholders

Delighted
Customers

SFM-II

Fruition

Efficient & Effective
Processes
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What is important to us

Implementation and focus

Motivated and Prepared
Workforce




%i@%: Introduction : Why BSC ...
KSOM

e Over 35% of valuation decisions
are based on non-financial
factors:-

— Strategy execution

— Management credibility

— innovation (New Products)
— Attract talented people

e |t beats the odd
e |t does it fast

e Applicable to a wide range of
organizations
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31@‘1‘ Introduction : Why BSC
KSOM

Contemporary management systems have been designed to
meet the needs of stable, incrementally changing word.
They do not meet the needs of today’s dynamic economy.

From To
e |ndustrial Age e Knowledge Era
e Product driven e Customer Driven
e Functional (silo) e Processes (Integrated)
e Tangible Assets e |ntangible assets
e Top Down e Bottomup
e |ncremental Change e Transformational Change

e Management e Leadership
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#1

Principles of the Strategy Focused Organization:
TRANSLATE THE STRATEGY TO OPERATIONAL TERMS

Q

Measurement is the
language that gives clarity
to vague concepts.

Measurement is used to
communicate, not to
control.

Building the scorecard
develops consensus and
teamwork throughout the
organization

The Strategy
2

\ Financial Perspective
"“If we succeed, how will

we ook to our
shareholders?”

by

N

Customer Perspective

"To achieve my vision,

how must | look to
customers?”

"1

\ Internal Perspective
"To satisfy my customer,
at which processes must

| excel?”

L5

Organization Learnin

"To achieve my vision, how
must my organization learn

and improve?’




MQ@; Translating Vision and Strategy to Operational

KSOM

Terms

Strategic themes: That guide towards vision
Objectives: What the strategy is trying to achieve

Measures: How performance against objectives is
monitored

Target: The required level of performance or rate of
Improvement

Initiatives: An action plan to achieve target
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%;@;{1; Measures

Financial Perspective
KSOM

* Revenue growth and mix
e Cost reduction/ productivity improvement
* Asset utilisation/ investment strategy
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Customer Perspectives
Core Outcome Measures

Market
Share

Customer
Acquisition

SFM-II

Customer Outcomes

Customer

Profitability
Account

Share

Customer
Retention

Customer
Satisfaction

I Internal processes
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;ﬁgglc Linking Value Propositions to Core

Outcome Measures
KSOM

Customer Customer
Acquisition Retention

Customer
Satisfaction

Product/ Service

Value = Relationship

Attributes

Uniqueness Functionality Quality Price Time Brand Equity

Convenient Trust Responsive
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KSOM

Internal Business Process
Generic Value Chain Model

E

Identify Sreate
The
The .
Market Service
Offering

Innovation Cycle

SFM-II

Post-Service
Operations Cycle Process

Build Deliver Service
The The The
Service Service Customer
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‘i@% Learning and Growth

KSOM

* |nfrastructure needed to create long term growth and improvement

* The principal sources
— People
— Systems
— Organisational procedures
* Focus
— Access the gaps in the principal sources
— Close the gaps
* Invest in re-skilling employees
* Enhancing IT and systems
* Aligning organisational procedures and routines

* Fig. 6.4, Balanced Scorecard
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ai@;%% Linking Multiple Scorecfa\rd Measures
to a Single Strategy
KSOM

e Cause and effect relationship
e QOutcome and performance drivers

* The linkage of broad functional initiatives to
financials

e Strategic versus diagnostic measures
— Competitive excellence
— Control
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o

Cause and Effect Relationship

KSOM
Financial ROCE
Customer Loyalty
Customer 1
On-time Delivery
Internal

Learning & Growth

SFM-II

Process Quality  Process Cycle Time

|

Employee Skills

Model of Value Creation
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The Complete Balanced Scorecard Strategy Map
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Perspective:
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%@r%% Objectives, Measures, Initiatives, and Short-Term

Targets at National Bank Online Financial Services
KSOM

 The balanced scorecard for consumer bank,
Fig.12.10; Strategic action plan at consumer bank,
Fig. 12.11
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Principles of the Strategy-Focused Organization:
LINK AND ALIGN THE ORGANIZATION AROUND ITS

STRATEGY

#1
A Corporate Scorecard defines

overall strategic priorities

CORPORATE SCORECARD LINE BUSINESSES SUPPORT UNITS
(Shared Strategic Agenda) 1 1 | 1
Yo s 56 a‘w 38U 3
1. Financial Growth XX * Finance
2 Defight the Consumer 08 * Marketing
3 Win-Win Relationships ¥xx * Distributon
4. Safe & Refable Yoox * Procurement
5. Competitive Supplier XA * Purchasing
6. Good Neighbor X ¢ Safety
[ 7. Mcotivated & Prepared X% xx XX X xx * Humanh Rescurces ]

8. Qualty 00K * Information Technology

#2

Each SBU develops a
long-range plan and BSC
consistent with corporate
strategic agenda

--mwede-----
1 1
| EXTERNAL PARTNERS

#3

Each Support Unit develops a
ptan and BSC for "best
practice” sharing to create
synergies across SBUs,

* Customer Scorecards

*  Dastributor Scorecerd

* Joint Venture Scorecard
* Vendor Scorecard

* New Venture Scorecard

*  Outsourcer Scorecard

#a

Plans and BSC's define
relationships with external
partners consistent with
SBU strategy




EP’s complex organization makes aligning businesses, regions, and
functions critically important.

EP Scorecard
(Shared Strategic Agenda)

Pathways

Business Units

1. Operational Excellence

2. Supply Service/Order-Cash

3. Management of portfolio of
products & applications

4. Customer Management

5. Systems Solution/ New
Business Designs

./"

EP Scorecard
defines
overall strategic
A priorities

11 040405_dpn

‘\>

XX XX XX
XX XX XX XX XX
XX XX XX XX XX XX
XX XX XX XX XX XX
XX XX XX

Each business unit develops
\ a long-range plan and BSC
/ consistent with EP
strategic agenda

J

XX

XX

XX

XX

12004 Balanced Scorecard Caollaborative, Inc. « bscol com

| Engineering Polymers

XX

~—_ §$QIBU aratgqi§§ i

Support Units
OPS| IT ' FIN| HR MKG R&D
XX XX
XX XX XX
XX | XX
XX XX | XX | XX | XX
XX | xx{ xx | xx | xx
Functions, teams and N
individuals develop

scorecards consistent with 4
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Cascading the Scorecard - Typical Rollout Process.

Business
$ Units f
| oo s DT T L Ko 'S N '.,'
Divisions
‘.
Departments
5 25 :
Individual
Contributors
e "c'...

13 040405_dpn 22004 Balanced Scorecard Callaborative, Inc. « bscol.com

oBegin with Corporate Scorecard

------------------------------------------------------------------------------

@) Complete Business Units

e Division
0 Group

© Departments / Individuals




Ultimately, Team and Individual Goals and
Objectives Are Aligned to the Strategy

Customer Example

A performance model provides
the framework for cascading and
aligning personal goals

Financial Example

= Customer
Satsfaction

* Custome
retentior

* On tim«

deliver

* Operating Margin
« Operating Margin

» Variable Costs

* First Pass qu
« Schedule
Adherence

= jod Expenses
+ Variable Costs
| | « Mfg Overhead

+ Scrap
rate

* Labor/

Unit

Avaijlabilit]
+ Schedule

adherence

A personal scorecard focuses individuals
on the part of the performance model they
can impact

el R A I L WIRD AR § A YN IROT | And s T Ao Soae




