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Chapter 1 

Executive Brief 
 
The business community has often seen the rise and fall of many management strategies and 

philosophies.  Over the years it seems that such strategies have become as common as the fads of 

the 1970’s.  Remember the pet rock and bell bottom jeans?.  And just like those ‘70s fads, each 

management strategy amasses its staunch advocates and equally staunch critics.  However, in the 

1990’s we are in the midst of the rise of a new management methodology (I refuse to call it a theory, 

given its overwhelming support and success) which seems to be garnishing only advocates.  

Originally expounded in the Harvard Business Review in 1992, the Balanced Scorecard has emerged 

as the premier management tool for translating organizational vision into a set of measurable 

strategic and/or tactical objectives.  Volumes have been written about its value and the success it 

has achieved within corporations both large and small.  At the very heart of the Balanced Scorecard 

method is the belief that an organization’s vision can best be achieved when viewed objectively from 

four perspectives: 

 

? ? Financial - How will we look to our stake holders? 

? ? Customer - How must we look to our customers? 

? ? Internal - What internal processes must we excel at? 

? ? Innovation - How can the organization learn and improve? 

 

It is this well-rounded assessment which provides management with a “balanced” view of all areas of 

business.   

 

Unlike many management trends, the Balanced Scorecard elevates operational measures - such as 

on-time delivery, order cycle time, product returns, etc. - to an equal status with more traditional 

financial measures.  Often referred to as “leading indicators”, these operational measures can often 

identify trends well in advance of profit and loss results.  Therein lies much of the value of a well 

designed scorecard. 

 

However, as is true with most things in life, things of real value are often not easily attained.  If the 

Balanced Scorecard has received any criticism, it is related to the effort involved in its 

implementation.  Implementing a Balanced Scorecard will likely present a new and unique set of 

challenges.  However, as is also true in life, modern technology has risen to the occasion to provide 

the ability to automate both the implementation and maintenance of a Balanced Scorecard.   
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An Iterative Process 

Before we delve into the specifics of automation, it is appropriate to present a diagram of the process 

involved in designing a scorecard.  This will make the explanation of how and why technology may 

be leveraged much easier to understand. 

 

Measure

A
na

ly
ze

Manage

Strategy

 
 

Derived from an organization’s vision, strategy is at the heart of the process.  Once the strategy is 

decided you can then determine what to measure.  Measures - often referred to as Key Performance 

Indicators (KPIs) - are those things which will be used to determine if you are progressing towards 

achieving your strategy.  For example, if a bank’s strategy is to improve customer relations, one 

thing it may wish to measure is the amount of face time its loan officers spend with customers each 

month.  Or, if a computer manufacturer’s strategy includes improving employee skills, it may wish to 

measure the hours of continuing education earned each year per employee.  

 

Upon completion of this exercise you will begin and endless cycle of measuring KPIs, analyzing 

performance results and data; and managing operational activities.  This iterative cycle will yield 

progressive performance improvements towards successful achievement of your strategy.   

 

Leveraging Technology 

Computing technology has proven its value in automating repetitive activities to avoid tedious 

manual tasks.  As is indicated from the diagram above, the Balanced Scorecard as a process 

becomes an iterative cycle.  Leveraging technology to automate this process is a natural 

evolutionary event.  The remainder of this paper will discuss the issues which must be addressed as 

you contemplate automating the implementation and maintenance of your Balanced Scorecard. 
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Chapter 2 

Measuring Performance Data 
 

Locating Performance Data 

The process of measuring performance data encompasses several tasks.  The first step is to identify 

the sources of performance data.  To make this easier, you can classify the data into one of two 

categories - internal or external.   

 

Internal data is information about internal financial and operational activities.  It is 
captured throughout the course of day-to-day operations and is contained within 
existing computer applications and databases.  For example, daily transactions will 
record financial, sales, service and other types of data in the daily routine of 
operations.   
 
External data is information about your industry, competition, etc.  Although 
reasonably easy to identify, capturing this data can present some interesting 
challenges.  It usually comes from industry analyst, and can often be found on the 
worldwide web.   

 

Capturing Performance Data 

Once the performance data has been identified, it must be captured.  In the context of creating a 

Balanced Scorecard, keep in mind, the fact that performance data has been captured by your 

operational systems does not mean that it is usable by your scorecard software.  For example, your 

scorecard software may not be able to access data contained within the inventory files of your 

manufacturing application.  Some Balanced Scorecard solutions require that all data be fed into a 

proprietary database before it can be used by the scorecard software.  So, even though your 

inventory transaction captured important information, you will have to re-capture (re-enter) that same 

data into your scorecard software.  This is typically a manual process and only serves to exacerbate 

the difficulty and complexity of implementing your Balanced Scorecard solution.  It will also deter the 

continued use of the scorecard since the data will have to be regularly re-captured into the 

scorecard, manually.  Therefore, it is highly recommended that you find a scorecard solution which 

provides direct connections into your existing computer applications and databases.  This will allow 

your scorecard to retrieve such performance data automatically at regularly scheduled intervals.  

Doing so will prevent you from having to capture performance data each time you desire an updated 

scorecard.  This is really the first step in automating the Balanced Scorecard. 
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External data may be a different story.  While it will typically comprise only 10% to 20% of the input 

to your scorecard, it may be the most strategic in nature.  So, while there shouldn’t be a great deal of 

this type of data to capture, it may be extremely useful.  Usually found on the web or from analyst 

reports, external data is often not available electronically - in a standard database or file format.  In 

such cases, it must be entered into a database or spreadsheet before it can be used by your 

scorecard system.  If such data is available electronically, it can usually be imported easily by most 

scorecard systems.  Make sure that the scorecard software you choose can accept data from 

standard spreadsheet and ascii file formats.  Once again, this will dramatically reduce the amount of 

overhead required to implement your solution.   

 

Defining Your Measurement Model 

Once you have captured your performance data, you will need to specify how you want to measure 

it.  This “model”, as we’ll call it, will reflect your unique strategy.  Within the measurement model you 

will: 

 

? ? define performance targets 

? ? normalize scores to scale 

? ? establish relative importance of KPIs  

? ? establish relationships and linkages between KPIs 

? ? specify time periods within which performance data will be summarized 

? ? provide commentary and written guidelines for users of the scorecard 

 

 

Performance Targets 

A flexible solution will enable you to specify performance targets in a variety of 

ways.  For example, you may wish establish target based on a range of acceptable 

performance.  Or, you may wish to measure yourself by comparing actual 

performance against a plan. 
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Normalize Scores to Scale 

Because all Balanced Scorecards will possess a variety of disparate measures, it is 

necessary to provide an easy way to integrate these.  To illustrate, the customer 

service manager, Rhonda, is measuring the following KPIs: 

 

 
KPI 

Worst 
Results 

Best 
Results 

Actual 
Results 

Normalized 
Score 

Customer Retention % 70 100 85 5 
Satisfaction Survey 5 0 4 8 
Service Response 
Times 

300min 0min 60 8 

% Service Contract 
Renewals 

50 100 75 5 

% On Time Shipments 70 100 88 6 
 

In this illustration, Rhonda has measures which are calculated in minutes, 

percentages, and unit values.  She must be able to integrate these disparate 

measures in order to achieve an overall score for her department.  This can be done 

if the scorecard automation software is able to establish a normalized score based 

on a standard scale - 0 to 10 in this example.  Another benefit of this capability is 

that it helps individuals who view Rhonda’s performance results understand very 

quickly how her department is performing.  Keep in mind that not all those who view 

the results will know what the intended target(s) are for each measure.  For example, 

is a 60 minute response time good or bad?  If Rhonda happens to work for the local 

emergency response system, it’s disastrous.  If Rhonda works for a software vendor, 

it might not be too bad.  Thus, when viewed as a score of 8 out of a possible 10, it 

becomes very easy to see how Rhonda is performing against her established target. 

 

Establish Relative Importance of KPIs 

As you design your scorecard, you will undoubtedly imagine numerous things which 

could be valuable to measure.  It is important that you not get carried away with this.  

A scorecard which is simple and easy to comprehend can be more useful than one 

which is too complex.  However, there will be KPIs which can provide value but are 

not the most important measures on the scorecard.  Rather than allowing all KPIs to 

contribute equally to your overall score, you must be able to assign a relative 

importance to each.   
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For example, your marketing department might develop a scorecard which includes 

the following measures: 

Marketing KPI Relative Importance 

Marketing cost as a percentage of sales 40% 
Number of responses from each marketing 
campaign 

25% 

Total revenue from each marketing campaign 35% 
 

In this example, the ratio of marketing costs relative to revenue is most important.  

Ultimately, the performance in each of these KPIs will contribute proportionately to 

the overall score for the marketing department. 

 

Establish Linkages Between KPIs 

A stated benefit of the Balanced Scorecard is its ability to align disparate operational 

activities toward the achievement of the overall vision.  The ability to establish 

linkages and organize KPIs into a cohesive model is critical toward providing this 

benefit.  Doing so will enable you to visually see how improvement in one 

operational area may be achieved at the expense of another.  Thus, your entire 

operation becomes linked and aligned for success. 

 

Additionally, this ability will enable you to derive a score for each of the various 

perspectives in your scorecard.  In other words, rather than simply deriving a score 

for Gross Margin, you are able to aggregate all of the KPI scores which comprise 

your Financial perspective into a single score for this perspective. 

 

 
KPI 

 
Score 

Relative 
Importance 

 
Weighted Score 

Net Income 6 35% 2.1 
Gross Margin 8 30% 2.4 
Earnings Per Share 6 35% 2.1 
  Financial 

Perspective 
Score 

 
6.6 

 

Summarize by Time Period 

Since performance targets are typically established based on values for a given 

period, it is important that your scorecard system allow you to specify such periods 

within the measurement model.  This will enable you to establish performance 

targets by day, week, month, etc.  It will also ensure that you measure all KPIs for 

the same period of time. 
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Commentary 

Commentary is critical for a number of reasons.  First of all, what is it?  Commentary 

is, very simply, information about your scorecard.  Among other things, it will explain 

formulas that are used to calculate various KPIs; describe the inter-relationships 

which exists between KPIs; specify individual(s) who are accountable for each 

measure or area of measurement.  In general commentary provides users of the 

scorecard the information which they need to more easily interpret performance 

results.   

 

Commentary may be available in a variety of forms.  Regardless of the methodology 

employed, it must be easily accessed and read by the user in order to be most useful 

to the user. 

 

Once the performance data has been captured and the measurement model defined, the 

user must have powerful, yet intuitive, analysis options.  We’ll consider this in the next 

chapter. 
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Chapter 3 

Analyzing Performance Data 
The Critical Link 

 

Is There A Doctor In The House? 

It seems that this gentleman began feeling rather ill.  He called the doctor who asked if he had a 

headache.  The gentleman answered that he did, in fact, have a very bad headache.  The doctor 

instructed him to rush to the hospital immediately for emergency brain surgery to remove the tumor. 

 

Who among us would submit to this operation based on the facts listed above?  Needless to say, it 

would be extremely foolish to do so.  There are so many other things which could be causing the 

headache.  And there may be a number of other symptoms which the doctor neglected to 

investigate.  The medical profession understands all too well that action is taken only after an 

appropriate diagnosis has been made.  And the diagnosis is made only after sufficient examination 

has uncovered all the symptoms. 

 

In this illustration, the headache is but a symptom, an effect.  The doctor must examine the patient to 

determine the cause of the symptom.  Only then can the doctor make an informed, safe diagnosis.  

And only then can the doctor prescribe an appropriate course of action to help the patient recover. 

 

A Balanced Scorecard is really very similar.  The measurement process will bring to light various 

symptoms - effects.  The ultimate goal of the business manager is to understand what actions, if any, 

to prescribe in order to improve performance.  However, just like a doctor, the business manager 

must first understand what is causing the symptoms.  Without this proper examination, the manager 

is like the doctor prescribing brain surgery for a simple headache.   

 

In the context of a Balanced Scorecard, analyzing performance data is like performing a physical 

examination on a patient.  Thus, the analyze portion of the Balanced Scorecard cycle is the most 

critical component.  Without it, managers are like doctors prescribing medication without performing 

exams. 
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Analysis Requirements 

A pre-requisite for performing analysis is a connection to the performance data.  It only stands to 

reason that if you cannot access the data, you cannot analyze it.  Any scorecard automation software 

should provide this at the very least.  

 

Once you have accessed the data, you will need a to analyze the data in a variety of ways.  

Scorecard automation solutions should provide the ability to view a variety of standard graphical 

formats.  Each graphical format is particularly useful but in different ways.  For example, bar charts 

are useful in comparing multiple values side-by-side, such as actual vs. budget.  Line graphs are 

particularly helpful for viewing trends over time.  And pie graphs highlight percentage measurements 

very well.  Additionally, many scorecard solutions offer the ability to view individual KPIs in a gauge 

or speedometer metaphor.  However, I must reemphasize that such visual representation of the data 

is not, of itself, analysis.  Analysis begins when the user is able to examine or investigate the data 

from a variety perspectives.  For example, when analyzing sales information, managers may need to 

view the data by region - and then by vendor - and then by salesperson - and then by month - and so 

on.  This ability to investigate the data interactively by a few simple clicks of the mouse is 

imperative.  It provides the manager a clear understanding of why sales performance is good or bad.  

It will enable him/her to identify specific time periods, vendors, regions, etc. which are contributing to 

or detracting from successful attainment of performance goals.  This knowledge will enable the 

manager to make well-informed decisions - a good diagnosis will lead to the right prescription. 

 

Additional capabilities can be extremely valuable in the analysis process.  Managers may uncover 

inter-relationships which exists between various KPIs.  For example: 

 

A customer service manager, Bob, may find that late shipments are causing 
customer satisfaction to rate poorly on the scorecard.  Bob decides to meet with the 
operations manager, Sally, to discuss how to process orders more efficiently.  Sally 
informs Bob that the vast majority of orders are actually shipping ahead of customer 
demands.  An investigation of the data highlights that there is a direct relationship 
between OnTime Delivery and Product Availability - two measures on the scorecard.  
Further analysis shows that late shipments appear to always include products from 
the same vendor - Acme Supplies.  Analysis of the Product Availability measure 
highlights that “out of stock” conditions are unusually high for Acme Supplies.  
Therefore, Bob decides to create a “what if” scenario which assumes improved 
performance in the areas of vendor relations and inventory management.  Doing so 
enables him to see how such improvements in the area of internal operations has a 
direct impact on the customer service performance.  Thus, the ability to create “what 
if” scenarios is very advantageous. 
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What About Large Amounts of Data? 

In order to thoroughly analyze the data - and thus make the right diagnosis and prescription - you 

must analyze reasonable volumes of data.  As highlighted at the beginning of this chapter, in order to 

perform more than a cursory glance at performance results, you must have direct access to the 

underlying performance data.  This data may possess key information including time periods; 

vendor, product, and geographic descriptions; quantitative information about sales, financial, and 

other volume measurements.  As such, the amount of data to be analyzed could be substantial.  It is 

imperative that your scorecard automation software be able to address this requirement.  

 

Another factor which contributes to the volume of data is the need to analyze performance results 

over time - compare current performance with past performance.  This necessitates the continuous 

storage - and volume growth - of historical data.   

 

As you may have suspected, software technology has advanced to address this issue.  Historically, 

scorecard automation software was completely pc-based.  However, this type of product architecture 

will often not accommodate the data volumes necessary to perform in-depth analysis.  It is highly 

recommended that you find a solution which supports the storage and processing of performance 

data on larger, more powerful computers - such as UNIX or Windows-NT.   

 

It is important to stress the difference between the storage of data and the processing of data.  Some 

pc-based solutions may actually allow the storage of data on larger computers.  However, real value 

is only derived in the ability to utilize the “horsepower” of the more powerful computer for actual 

processing - analyzing - of the performance data. 

 

Workgroup Analysis 

As working environments become more collaborative in nature, the necessity to share analysis and 

analysis results with others becomes more critical.  It is increasingly common to find teams and 

workgroups sharing project loads.  In such environments, individuals may be assigned to specific 

tasks within a project.  A given task will often have interdependencies with other tasks.  As such, 

individuals will have to share both performance data and performance analysis.   
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The integration of scorecard automation software with email and internet technologies can make this 

relatively simple to achieve.  However, there will be varying degrees of integration as described 

below. 

 

Email - Integration with email applications should provide the ability to seamlessly distribute 

scorecards, performance results and performance data along with comments.  This is easily 

performed from within the scorecard automation software. 

 

Internet - Internet enabled software varies widely from simply providing static performance 

results on the web to interactive performance analysis.  The first of these options implies that 

performance results may be viewed from a browser.  The latter implies that performance 

data can be interactively analyzed from a browser.  The latter should be investigated closely 

since it offers the hope of greatly simplifying the implementation and maintenance of your 

Balanced Scorecard solution.  As a result, this option is extremely valuable for automating 

scorecards which will be utilized by large numbers of users - especially those who are 

geographically dispersed. 
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Chapter 4 

Managing Operational Change 
 

Can You Really Automate This? 

Well, maybe not.  While it is rather difficult, if not impossible, to automate the process of 

implementing and effecting actual change in your internal business processes, technology can be of 

much assistance.  A fundamental benefit of the Balanced Scorecard is its ability to provide feedback 

for positive change.  Analyzing performance results provides insight into and knowledge of 

operational processes.  It is from this knowledge that feedback is derived.  Once derived, the 

feedback must be distributed to those who are responsible for effecting change.   

 

Once again, in order to automate the feedback process your scorecard solution must have flexible 

integration options with standard office applications, including email.  This will facilitate the electronic 

distribution of performance results and performance data.  The beneficial value in this is easily 

illustrated.   

 

The VP of Sales for ACME Widgets realized, after analyzing performance data, that 
sales reps in the western region spent less money on faxes and phone calls.  
However, they spent more money on rental cars and airline tickets.  They also 
shared more face time with their clients.  The western region outperformed all other 
regions by nearly two to one in both revenue and profit.  Upon learning this, the VP 
decided to implement a program to increase client face time in every region.  This 
would require sales reps to change their current daily routines.  They would have to 
travel more.   
 
Knowing that most would resist this new model, the VP distributed to all sales reps 
the results from the western region.  After recognizing the personal advantage to 
each of them - more sales means more commissions - the change in sales styles 
was relatively easy to implement.   

 

Anytime change must occur, individuals must be motivated to cooperate in making such change.  

While most people are, by nature, resistant to change, they are far less so when they clearly 

understand why the change must occur.  Therefore, the electronic dissemination of knowledge and 

feedback provides great value.  
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Chapter 5 

Executive Summary 
 
While many companies have struggled, with varying degrees of success, to create their own 

scorecard automation software, a few vendors have recently emerged with off-the-shelf 

solutions.  Their customers are finding such solutions to be of invaluable assistance.   

 

As you investigate automating your Balanced Scorecard, your selection should take into 

consideration the issues raised herein.  The following is a summarized guideline for this 

process. 

  

Measure ? ? Database connectivity 
? ? Regularly scheduled automatic data capture 
? ? Flexible model design 

Analyze ? ? Database connectivity 
? ? Flexible, robust analysis options 
? ? Internet enabled (browser-based operations) 

Manage ? ? Email integration  
? ? Internet enabled 

 

In addition to these technical issues, consideration should also be given to selecting the right 

vendor.  This process will include standard issues of stability, service and support.  However, 

you should also give heavy consideration to the vendor’s expertise and core competencies in 

the technology involved in scorecard automation.  One should be careful not to confuse 

management consulting expertise with technology consulting expertise.  As the capabilities 

inherent in the software solution are critical, so is the vendor’s expertise in these technical 

areas. 

 

The ability to automate the Balanced Scorecard will make this management tool more widely 

available and thus, fuel explosive growth in this area.  Continued success in this area will 

assist organizations of all types to reap the benefits of the Balanced Scorecard.  At that 

point, it may actually have no critics. 
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