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Forward 

Keeping scores is not new. We keep scores in sporting games, in exams or even in our children’s 
progress. We keep game scores so that we could improve on our future games (or activity). 
Similarly, in the workplace, we can keep scores through scorecards that helps us to consciously 
measure, understand and improve our work performance, and getting things done more effectively 
and efficiently.  
Combined with a holistic and practical approach to Human Resource and Performance 
Management, and Pay-for-Performance compensation schemes, we can enhance our scorecard 
development, implementation and cascading through proper alignment, integration and 
transformation. 
The importance of measurement in any strategy execution must not be underestimated. Strategy 
alignment and implementation, rather than strategy content, differentiates successful from 
unsuccessful companies.  
Measurement is the key in transforming and maximising employee performance and productivity. 
As the saying goes: 

• What gets measured, gets done. 
• If you do not measure results, you cannot tell success from failure. 
• If you cannot see success, you cannot reward it. 
• If you cannot reward success, you are probably rewarding failure. 
• If you cannot see success, you cannot learn and improve from it. 
• If you cannot recognise failure, you cannot correct it. 
• If you cannot demonstrate results, you cannot win stakeholders support. 

By providing individuals with a clear line-of-sight (through Personal Scorecards) of what has to be 
achieved and with a precise language, defining how the results are to be achieved, objectively 
measured and rewarded, a competency-based pay-for-performance system can drive performance 
improvement and profitability. 
This FREE e-book (PDF) entitled “Keeping Scores: Measuring Performance, Rewarding Results” 
is available for download http://finance.groups.yahoo.com/group/KeepingScores. This 
comprehensive guidebook provides a detailed but holistic approach to scorecading, performance 
management, and human resource practices. 
The experiences contained in this book are results of numerous involvements in developing, 
implementing and cascading scorecards from a holistic and pragmatic perspective. It is hoped that 
these self-help materials will contribute to the practical knowledge of scorecading and we trust that 
others will do likewise. 
The eGroup Keeping Scores is a forum for all who are interested in this discipline and its related 
subjects to interact with each other, contributing to the development, implementation and cascading 
of scorecards using various human resource practices and management tools. It also acts as a 
platform whereby members can exchange views and news. 
 
Patrick Ow  
November, 2005 
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Executive Summary 

How can we align our people, processes, systems and relationships to corporate strategy? How do 
we transform and cascade strategic objectives right down to every individual within the 
organisation? How can we effectively execute our corporate strategy? How can we transform our 
people to deliver more, given our limited resources? 
Two pre-requisites must first exist:  

• Chief Executive Officer’s (CEO's) total commitment and involvement. 
• An understanding of the organisation's mission, vision, strategy, values and life-cycle. 

Because strategy is a pursuit of a unique way of competing, CEOs must first be able to clearly 
articulate their strategy through a Corporate Scorecard. We cannot manage something that we 
cannot clearly describe.  
To achieve long-term shareholder value, companies must first attract and retain customers. To 
achieve customer-related objectives, companies must prioritise its core business processes. To 
achieve financial, customer and business process objectives, companies must support 
transformation, innovation, and growth in its employees, or human capital. 
Unfortunately, countless methodologies exist for improving and managing performance. In practice, 
implementations using particular methodologies have not generated the expected results. Balanced 
scorecard or Six Sigma methodology does not make the organisation successful - It is having the 
right people who truly understand the chosen methodology. They make full use of it, adapting and 
amending it, where required. 
We start by identifying, analysing and prioritising core business processes and key customers. This 
helps us analyse and define key customer requirements, and critical/ key business drivers and 
measures. By doing so, employees can objectively measure their personal contribution against these 
key drivers and measures since “what gets measured gets done”. Weighted measures are used to 
identify performance and competency gaps between plans and execution. 
Business processes are improved and aligned with corporate strategy and definable customer 
requirements. 
Translating the corporate strategy into operating Business Units requires us to develop a set of 
balanced measures for comparing actual performance against planned strategic objectives. Using 
competitive intelligence, aggressive targets (baseline and stretch) are set for each weighted measure.  
Corporate strategic objectives, weighted measures, and targets are cross-checked against elements 
of the corporate mission and Vision Statements for consistency and coverage. These are 
subsequently cascaded and strategically aligned to all Business Units. Support Services’ scorecards 
are then developed and aligned to support Business Unit scorecards, based on service level 
agreements and value chain analysis.  
Business Unit and Support Service scorecards’ weighted measures and targets are cross-checked 
against corporate strategic objectives, weighted measures, and targets for alignment and 
consistency. 
Through this cascading and cross-checking process, two-way open communication takes place, 
misunderstandings clarified and roles and responsibilities clearly defined.  
Business Unit action plans are rationalised, prioritised and managed. Budgets are developed and 
consolidated. Prioritise and allocate resources according to strategic needs and agreed action plans. 
Align and integrated Human Resource Practices to corporate strategy. This ensures congruence and 
synergy within the organisation. There must be a systematic and holistic approach in ensuring that 
business strategy, policies and practices for managing human capital are all aligned and synergised, 
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rather than operating independently in silos. For example, a first-rate selection system may be of no 
use if it is not working in conjunction with effective training and development activities since these 
two components can counter-act with each other. 
Finally, cascade and align Business Unit’s objectives, weighted measures and baseline targets to all 
workgroups, teams and individuals. A strategy-linked incentive system for rewarding performance 
is used. Avoid stick-without-carrot syndrome. Team-based rewards are instituted to avoid 
individual free-rider problem. In doing so, people transformation can truly take place. 
Personal Scorecard weighted measures and targets must be meaningful and directly related and 
attributable to each individual employee. Job competencies are integrated into Personal Scorecards 
since competencies translate non-financial goals into the appropriate standards of behaviour. 
Personal Scorecards can also function as job descriptions, Personal Improvement Plans, and 
performance contracts. 
Baseline scorecard targets are minimum performance standard required for discretionary bonus. 
Maximum possible bonus will be earned when meeting or exceeding the agreed Stretch Targets. 
Achieving mid-point target earns the employee a moderate bonus, usually an average.  
Thus, individuals are accountable and responsible for their performance outcomes. 
Compute employee’s composite score through measuring, scoring and evaluating their performance 
and competencies against their Personal Scorecard.  
Typically, the composite score is a combination of achieving measurable objectives (80%) and a 
display of behaviours or competencies (20%), either key or job competencies. It may also be a 70/ 
30 split, depending on individuals, job requirements, corporate strategy and industry. 
Managers and employees must actively engage in this measurement process on a quarterly basis in 
order to create a sense of ownership and personal investment. Personal Improvement Plans and 
corporate training and development are subsequently developed and linked to corporate strategy. 
Reward employees based on relative composite scores, job size grading (through job evaluation), 
and salary regression analysis. Thus, a lower salaried employee relative to others within the 
organisation will be rewarded higher if they achieve their targets compared to a higher salaried 
employee doing the same job and achieving the same results. Therefore, the only way to reward 
high performance is to promote the individual to a bigger, more demanding job (succession 
planning). 
By providing individuals with a clear line-of-sight of what has to be achieved and with a precise 
language, defining how the results are to be achieved, objectively measured and rewarded, a 
competency-based performance system can drive performance improvement and profitability. 
Strategy alignment and implementation, rather than strategy content, differentiates successful from 
unsuccessful companies. Measurement is the key in transforming and maximising employee 
performance and productivity. 
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Performance Is Key 

What is Performance? 
Performance can be defined as the combination of both behaviours (what we do) and 
accomplishment (what we leave behind). Unfortunately, we tend to focus too much on behaviours 
of individuals and too little on what individuals and teams accomplish. 

Defining Performance Management 
Performance Management is a way of collecting and using information to maximise service quality 
and resource utilisation. It allows employees, supervisors, managers, and stakeholders to know if 
companies are doing the right things well.  
Performance measurement is the process of collecting and tracking data, used in Performance 
Management. A good performance measurement system focuses on results or outcomes, rather than 
inputs or resources.  
In order to succeed, it is important to ask customers if we are meeting their expectations and needs.  
Performance Management is the systematic process of: 

• Planning work and setting expectations. 
• Continually monitoring performance. 
• Developing the capacity to perform. 
• Periodically rating performance in a summary fashion. 
• Financially rewarding good performance (and not shifting the goal post). 

Performance Management is distinguished from performance appraisal, in that. 

Performance Appraisal Performance Management 

• Tends to emphasise either results or traits. 
• Traits are subjectively identified after the fact or 

ignored completely. 
• Is a human resource department procedure. 
• Threatening. 
• Focus is on judging after the fact. 
• Emphasises the form. 
• Fault-finding. 
• Evaluation factors are subjectively identified. 
• Win-Lose. 

• Includes both results and behavioural skills 
equally. 

• Behavioural skills expectations are linked to 
results and objectively established in advance. 

• Is a line management process. 
• Motivating. 
• Focus is on planning and managing. 
• Emphasises the process. 
• Problem solving. 
• Performance expectations are linked to the 

business plan (or corporate strategy). 
• Win-Win. 
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Nine Performance Variables 
Rummler and Brache1 use a framework of Nine Performance Variables that represent "a 
comprehensive set of improvement levers." The nine variables derive from a cross-match of Three 
Performance Levels and Three Performance Needs, as shown below.  
The Three Levels Organisation, Process, and Job/ Performer establish an "anatomy" for studying 
and diagnosing performance. Applying knowledge of this performance anatomy can prevent 
organisation problems and continuously improve performance.  
Three factors that determine effectiveness at each of the levels comprise the framework's second 
dimension the Performance Needs. These needs are: Goals, the specific standards or expectations 
that customers have for products or services; Design, the configuration that enables goals to be met 
efficiently; and Management, the practices that ensure goals are up-to-date and are achieved.  
Taken together the nine Performance Variables (e.g., Organisation Goals, Organisation Design, 
Process Goals, Process Management, etc.) are interdependent. To be successful, improvement 
efforts must address all three levels at the same time. If the Organisation Level of performance is 
not being defined, designed, and managed, then individual performance has no context.  
Process Level as the pivotal link between organisation and individual performance. This level 
usually offers the greatest opportunity for improvement. It's where the "white space" the 
relationships and information flows between the boxes on an organisation chart comes in. Even 
outstanding employees cannot improve organisation performance if poor processes are in place. "If 
you want to understand the way work gets done, to improve the way work gets done, and to manage 
the way work gets done, processes should be the focus of your attention and actions."  
"If capable, well-trained people are placed in a setting with clear expectations, minimal task 
interference, reinforcing consequences, and appropriate feedback, then they will be motivated."  
Clearly, the basics of Performance Management its planning, assessment, and rewards processes 
can give an organisation leverage on what affects a performer's level of motivation.  

Organisation Organisation 
LevelLevel

Process Process 
LevelLevel

Job/Performer Job/Performer 
LevelLevel

Organisation Organisation 
GoalsGoals

Organisation Organisation 
DesignDesign

Organisation Organisation 
ManagementManagement

GoalsGoals DesignDesign ManagementManagement

Process GoalsProcess Goals

Job GoalsJob Goals

Process Process 
ManagementManagement

Process Design Process Design 

Job ManagementJob ManagementJob DesignJob Design

The Three Performance NeedsThe Three Performance Needs

Th
e 

Th
re

e 
Le

ve
ls

 O
f P

er
fo

rm
an

ce
Th

e 
Th

re
e 

Le
ve

ls
 O

f P
er

fo
rm

an
ce

Organisation Organisation 
LevelLevel

Process Process 
LevelLevel

Job/Performer Job/Performer 
LevelLevel

Organisation Organisation 
GoalsGoals

Organisation Organisation 
DesignDesign

Organisation Organisation 
ManagementManagement

GoalsGoals DesignDesign ManagementManagement

Process GoalsProcess Goals

Job GoalsJob Goals

Process Process 
ManagementManagement

Process Design Process Design 

Job ManagementJob ManagementJob DesignJob Design

The Three Performance NeedsThe Three Performance Needs

Th
e 

Th
re

e 
Le

ve
ls

 O
f P

er
fo

rm
an

ce
Th

e 
Th

re
e 

Le
ve

ls
 O

f P
er

fo
rm

an
ce

 
                                                 
 
1 Improving Performance: How to Manage the White Space on the Organisation Chart, Geary A. Rummler and Alan P. 
Brache; Jossey-Bass Publishers, 1990. 
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Introduction to Performance Management 
Performance Management is a cyclical process aimed at improving performance (achievement of 
business objectives). Performance Management involves the following principles (illustrated by a 
call centre example): 

• Measurement 
o You establish performance measures (e.g. sales turnover). 
o You establish measurable behavioural goals that will improve performance (e.g. 

making 30 prospective phone calls a day). 
o You measure current behaviours (e.g. logging actual phone calls). 

• Appraisal  
o You compare the current behaviours with the behavioural goals and identify the 

main differences or performance gaps (e.g. on average, 20 phone calls are actually 
being made, giving a shortfall of 10 phone calls).  

• Action  
o For each difference or performance gap, you plan how to bring actual behaviours in 

line with the goals, in order to improve the performance (e.g. introduce a revised 
telephone script that qualifies the prospect more quickly, shortening each phone call 
and enabling more phone calls to be made in the time available). 

o You implement the plan (e.g. issue the revised script to all telesales people, perhaps 
with some training to support its use)  

• Monitoring  
o Check that the new plans are being followed (e.g. review a sample of phone call 

recordings to determine whether the new script is being used and check that it is 
workable or practical).  

o At an appropriate time, you return to the appraisal stage to assess the impact of the 
changes on the behavioural and performance measures (e.g. review the average 
number of calls made per day and sales achieved). 

The term Performance Management is often used in two contexts:  
• A way of maximising performance of an individual, team or organisation. 
• A process for dealing with underperforming individuals (or teams). 

Goals of Performance Management 
• Goal 1 - Unit and individual performance objectives related to committed work are 

documented. 
o Measurable performance objectives based on committed work are established for 

each unit. 
o The unit’s performance objectives are periodically reviewed as business conditions 

or work commitments change, and, if necessary, they are revised. 
o Performance objectives based on committed work are documented for each 

individual on a periodic or event-driven basis. 
o Performance objectives for each individual are reviewed on a periodic or event-

driven basis, and, if necessary, they are revised. 
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• Goal 2 - The performance of committed work is regularly discussed to identify actions that 
can improve it. 

o Those accountable for the accomplishment of unit performance objectives track and 
manage unit performance. 

o Those responsible for Performance Management activities maintain on-going two-
way communication about the performance of committed work with those whose 
performance they manage. 

o Those responsible for managing the performance of others maintain an awareness of 
accomplishments against performance objectives for each of the individuals whose 
performance they manage. 

o Potential improvements in process, tools, or resources, which could enhance an 
individual’s performance of committed work, are identified, and actions are taken to 
provide them. 

o The accomplishments of individuals against their performance objectives are 
documented and discussed on a periodic or event driven basis according to a 
documented procedure. 

• Goal 3 - Performance problems are managed. 
o If performance problems occur, they are discussed with the appropriate 

individual(s). 
o Performance Improvement Plans are developed for resolving persistent 

performance problems according to a documented procedure. 
o Progress against a documented performance improvement plan is periodically 

evaluated, discussed, and documented. 

• Goal 4 - Outstanding performance is recognised or rewarded. 
o Guidelines for recognising or rewarding outstanding performance are developed and 

communicated. 
o Recognition or rewards are made on an appropriate basis as events occur that justify 

special attention. 

• Goal 5 - Performance Management practices are institutionalised to ensure they are 
performed as managed processes. 

o The organisation establishes and maintains a documented policy for conducting its 
Performance Management activities. 

o An organisational role(s) is assigned responsibility for assisting and advising units 
on Performance Management activities. 

o Within each unit, an individual(s) is assigned responsibility and authority for 
ensuring that Performance Management activities are performed. 

o Adequate resources are provided for performing Performance Management 
activities. 

o Individuals conducting Performance Management activities receive the preparation 
needed to perform their responsibilities. 

o Individuals who participate in Performance Management activities receive 
appropriate orientation in Performance Management practices. 

o Measurements are made and used to determine the status and performance of 
Performance Management activities. 
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o Unit measures of Performance Management activities are collected and maintained. 
o A responsible individual(s) verifies that the Performance Management activities are 

conducted according to the organisation’s documented policies, practices, 
procedures, and, where appropriate, plans; and addresses non-compliance. 

o Executive management periodically reviews the Performance Management 
activities, status, and results; and resolves issues. 

Elements of a Good Performance Management System 
• Accessibility – A good Performance Management system provides information that is clear 

and understandable. Basic measures such as costs, averages, and percentages are relatively 
simple and understandable to most people. However, it is important not to oversimplify and 
lose vital information.  

• Accountability – A good Performance Management system provides information that is 
useful and meaningful.  

• Alignment - Designing Performance Management based on a detailed understanding of the 
outcomes sought by your stakeholders, the nature of the business, its strategy and 
performance measures, as well as its culture, history and where the CEO wishes to take the 
company. 

• Avoid Perverse Incentives – A good Performance Management system must have a balance 
of indicators. Since what is measured is what gets noticed, it is important to be careful 
about what gets measured. When measuring cost and speed, it is also vital to be certain that 
the quality of the work or product remains high.  

• Comparability – Another way performance information can be useful is by allowing 
comparisons: 

o Within the company over time. 
o  Between similar companies, within the same industry.  

• Credibility - Engaging and winning the support and confidence of all employees through 
transparency, fairness, simplicity, progressive implementation and management 
commitment, so as to reduce the gap between rhetoric and reality and by addressing poor 
performance. 

• Efficient – A good Performance Management system is careful that collection and tracking 
of performance is relevant and not overly resource intensive and costly. It is important that 
the process of collecting and tracking performance information be an integral part of 
service provision and is not burdensome to anyone.  

• Encourage Success – A good Performance Management system must encourage, not 
hinder, performance. It is vital to create an organisational culture that deals constructively 
with the information provided, rewards success, and provides proactive assistance in areas 
identified as needing improvement.  

• Integration - Ensuring that Performance Management is an integral part of the overall 
corporate management structure of the organisation, and that there is a clear ‘line of sight’ 
for employees between their responsibilities and the objectives of the organisation, whereby 
implementation is planned and with adequate resources allocated or budgeted. 
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Performance Management Policies 
• Performance Management activities serve business objectives and the stated values of the 

organisation. 
• Performance is to be measured against defined objectives related to committed work. 
• The rights and dignity of each individual are respected during the conduct of all 

Performance Management activities. 
• Performance Management information and data are confidential to the individual(s) they 

concern. 
• Appropriate Performance Management procedures are defined, documented, and used. 

Performance Management Practices 
• Measurable performance objectives based on agreed weighted scorecard measures and 

targets, established for each Business Unit and Support Service. 
• Business Unit’s performance objectives, weighted measures and targets are periodically 

reviewed and updated as business conditions change. 
• Those accountable and responsible for the accomplishment of Business Unit performance 

objectives track and manage Business Unit performance. 
• Performance objectives based on agreed scorecard targets are documented for each 

individual on a periodic or event-driven basis through Personal or Team Scorecards. 
• Performance objectives for each individual are reviewed on a periodic or event-driven 

basis, and if necessary, they are revised or amended accordingly. 
• Those responsible for Performance Management activities maintain ongoing but open two-

way communication about the performance of agreed scorecard targets with those whose 
performance they manage. 

• Those accountable and responsible for managing the performance of others maintain an 
awareness of accomplishments against performance objectives for each of the individuals, 
whose performance they manage. 

• Potential improvements in process, tools, or resources, which could enhance an individual’s 
performance of agreed scorecard targets, are identified, and actions are taken to provide 
them. 

• Accomplishments of individuals against their performance objectives are documented and 
discussed on a periodic or event driven basis according to a documented procedure. 

• If performance problems or gaps occur, they are discussed with the appropriate individual. 
Document, where appropriate. 

• Performance Improvement Plans are developed for resolving persistent performance 
problems according to documented procedure, and practices. 

• Progress against agreed Performance Improvement Plan is periodically evaluated, 
discussed and documented. 

• Guidelines for recognising or rewarding outstanding performance are developed and 
communicated and periodically reviewed and updated as business conditions change. 

• Recognition or rewards are made on an appropriate basis as events occur that justifies 
special attention. 
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Focus on Desired Results 
We spend time on how things are done and how they can be done better - increasing efficiency will 
lead to valued performance. 
Unfortunately, we are not necessarily focusing on achieving the desired or planned results. 
Achieving performance is a results-driven activity requiring decisions based not on preferred 
activities, but rather on required results. 
The goal of scorecading is to establish and maintain a focus on the achievement of useful results 
throughout the performance improvement process. 
Aligning all resources and strategies around a focused strategy and focusing on the accomplishment 
of beneficial results, will lead to the improvement of desired performance or results. 
The application of a results-based definition of performance requires employees to trust their 
colleagues in the determination of the most effective and efficient processes. Trust is essential.  

Systems Perspective of Results 
A system perspective of results (one that includes desired or required results at all three levels: 
societal, organisational and individual/ team) is required to integrate the results to be achieved at 
each of these three levels. 

• Societal – What results does our company contribute to the long-term success of partners, 
stakeholders, and clients? 

• Organisational – What results do we contribute to the long-term success of our company? 
• Individual/ Team – What results do I contribute to the team or unit in which I work? 

In the system approach, the sum total of parts are working independently and together to achieve a 
useful set of results at the societal level, adding value for all internal and external parties. 
Scorecading applies the system perspective by beginning at the societal level, rolling down to 
defined required results at the organisational and individual/ team levels. 

Importance of Measurement 
The importance of measurement in any strategy execution must not be underestimated. In business,  

• What gets measured gets done. 
• If you do not measure results, you cannot tell success from failure. 
• If you cannot see success, you cannot reward it. 
• If you cannot reward success, you are probably rewarding failure. 
• If you cannot see success, you cannot learn from it. 
• If you cannot recognise failure, you cannot correct it. 
• If you cannot demonstrate results, you cannot win stakeholders support. 

Failure to liberate the potential performance measurement and review includes the following 
reasons: 

• Do not believe that it will be helpful. 
• Do not agree with it. 
• Do not understand it. 
• Complacent. 
• Do not want to improve. 



Keeping Scores: Measuring Performance, Rewarding Results 
 

Copyright © 2005 Patrick Ow. All rights reserved worldwide. Page 10 

• Counter-cultural. 
• Not done properly. 
• Organisational impediments. 
• Fear of personal risk. 

Organisational Life-Cycle/ Maturity 
Developing and using performance measures to improve performance requires a change in mindset 
and culture, for management team and the whole workforce. If the organisation is not ready, then if 
the measurement is imposed on the workforce to early, it acts as a disincentive because people don't 
like being told what to do. If the measurement comes from the workforce it becomes their own 
standard of achievement in which they can take pride. Better still, if we manage by using the 
measured data to support the needs of the workforce we will have a positive effect on performance. 
Work teams, especially those in the early stages of the empowerment continuum, usually do not 
have the skills and expertise to set appropriate goals, standards, and targets effectively. Employees 
are typically not close enough to their customers to know what appropriate levels of quality etc. are 
required for the organisation to meet the needs of its customers. Employees have no trouble 
adopting standards, goals, and targets that have been set for them as long as they feel that: 

• There is a reasonable opportunity to achieve them. 
• Targets are broken down into smaller milestone pieces. 
• The organisation celebrates the achievement of milestones. 
• Employees are involved in the solutions. 

In understanding whether the organisation is ready to implement scorecards and the kind of 
scorecards they would be developing, we have to determine at what stage of maturity the 
organisation is at, as shown below. 
For example, if the organisation is young, their scorecards are visionary in focus, to gain more 
market share, and focuses less on operational issues. As the organisation matures, the scorecard 
focuses on operational and management issues. 
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What Gets Measured, Gets Done! 

Way of Life! 
Keeping scores is not new. We keep scores in games and in exams. We keep game scores so that we 
could improve on our future games (or activity). 
Similarly, in the workplace, we can keep scores through scorecards that helps us to consciously 
measure, understand and improve our work performance, and getting things done more effectively 
and efficiently. 
Companies operate in a very competitive environment. There are pressures to grow revenues and 
reduce cost, pressures to increase productivity and profitability, and pressures to attract and retain 
good people. Finding good performers will become harder in the years to come, especially with the 
aging population in many countries. 

Creating a Performance-Driven Culture 
Is building a performance-driven culture part of your human capital management business strategy?  
According to leading research firms, such as Cedar Group and DDI, companies implementing such 
action plans have: 

• More than doubled their operating profit2; and 

• Increased their competitive advantage by as much as 50%3.  

While specific results are hard to predict for any single company, there is a clear correlation 
between overall business performance and business processes that align, develop, motivate and 
measure individual and team performance. 

Identifying Performance Gaps 
There are seven potential performance gaps that we have to understand and manage, and they are 
shown below: 

                                                 
 
2 “Managing Performance: Building Accountability for Organisational Success”, DDI, 2003. 
3 Cedar 2004 Workforce Technologies Survey, 7th Annual Edition. 
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For example, problems between customers and retailers occur whenever there is a service gap. In 
other words, some aspect of service between the retailer and the customer do not equal. There are 
four factors that affect service gap:  

• Knowledge Gap - This is the difference between what customers expect, and what retailers 
think they expect.  

• Standards Gap - This is the difference between the retailer's perceptions of customer 
expectations, and the standards the retailer sets.  

• Delivery Gap - This is the difference between the retailer's service standards, and what is 
actually delivered.  

• Communication Gap - This is the difference between the actual service delivered, and the 
service promised in the retailer's promotional program.  

Also of importance is answering the following questions:  
• What gaps occur?  
• Who is responsible for these gaps?  
• Why do these gaps occur?  
• How do they occur?  
• When do they occur?  
• Where do they occur? 

As these gaps affect our Performance Management System, we have to close these gaps (both 
performance and competencies). 
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Approach to Scorecading 
There are three different ways to determine what to measure at the work unit level: 

• Goal Cascading Method - Works best for organisations with clear organisational goals and 
objectives, such as those established in the strategic plans and annual performance plans. 

• Customer-Focused Method - Works well when there are no clear organisational goals and 
when the Support Services know who its customers are and what they expect. 

• Work Flow-Charting Method - Works well for Business Units/ Support Services that are 
responsible for a complete work process, such as the processing of a case, or the production 
of a customer information package. 

The first two methods are shown below: 

 

 

Both has its advantages and disadvantages, and they are tabulated below: 
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Management Team. 
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• Does not rely confirmed strategic 
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Using a combination of the three ways mentioned above, the approach to scorecading is then to: 
• Focus management, Business Units, teams and individuals. 
• Understand, transform, align and communicate strategies. 
• Synergise and synchronise functions and workflows throughout the company for strategy 

execution. 
• Transform individuals, teams and the company to do better. 

We must focus each individual in the company through a Personal Scorecard, working as an 
integrated team and delivering the expected organisational results, motivated by pay-for-
performance reward scheme. The diagram below shows the relationship. 
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A Corporate Scorecard containing Vision, Mission, weighted measures, targets and action plans 
guides and motivates individual actions towards a common but agreed goal, thereby aligning 
everyone to execute corporate strategy effectively. By cascading the Corporate Scorecard right 
down to every individual, we are able to communicate corporate priorities and strategies throughout 
the entire workforce and avoid unnecessary time, especially during budgeting and planning. 
Because Business Units and Support Services are organised functionally, we must synergise and 
synchronise their silo efforts seamlessly to deliver the required customer value proposition and 
financial results through scorecards, performance measures and agreed service levels.  
Transformation occurs when we set measurable and objective targets for each individual. Rewards 
are therefore based on (objectively) measured value contribution to the company.  
Poor performers are either exited or retrained. Succession planning becomes more tangible. 

Vertical and Horizontal Integration of Measures 
By focusing all employees’ efforts on the company’s strategic objectives, we are vertically 
integrating performance measures.  
For example,  

• Cost reduction strategy demands employees to work harder. 
• Innovation strategy requires employees to work differently. 
• Quality strategy needs them to work smarter.  

The company’s human resource must follow an entirely different pattern for different strategies. 
Integration IS important! (as shown below) 
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Apart from vertical integration, we must also horizontally align measures to optimise workflow 
across all process, functional areas, and organisational boundaries, minimising the silo effect that 
plague companies into inefficiencies and in-fighting/ finger pointing.  
These horizontal measures must be customer-focused and provide value from the customer’s 
perspective. Customers do not see the process boundaries, but they care about the attributes of the 
product delivered to them. They really do not care what goes on in the organisation. 
For example, procurement function may measure cycle times to improve customer satisfaction with 
the procurement process only. However, from the requester’s (customer’s) viewpoint, all of the 
processes, beginning with the need identification to the actual product delivery represents the 
complete procurement cycle. To capture this entire cycle, many departments (i.e. computer services, 
mailroom, procurement, receiving, property management and transportation) might all need to be 
involved to complete the entire procurement value-chain.  
Therefore, we need to integrate these departments into an integrated measurement system. 

Concept of Human Resource Fit 
Human Resource Management is all of the activities aimed at building the human potential and 
performance within an organisation. Examples of some Human Resource Management practices 
are: 

• Articulation of vision, mission and values. 
• Human Resource Management plan. 
• Manpower planning. 
• Performance Management. 
• Training and development. 
• Service quality enhancement. 

There are two types of congruence or fit for such Human Resource Management practices and they 
are as follows:4 

• Vertical fit (external/ strategic fit) - Alignment of Human Resource Management practices 
and the strategic management process, directing human resources activities toward the 

                                                 
 
4 Wright, P.M., & McMahan, G.C. 1992. Theoretical perspectives for strategic human resource management. Journal of 
Management, 18: 295-320 
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primary initiatives of the organisation. It aligns people, processes, systems, and relationships 
with its strategic priorities/ initiatives. Tools like the balanced scorecard helps ensure such 
vertical aligning or fit. 

• Horizontal fit (internal fit) - Congruence among the various Human Resource Management 
practices that are instrumental for efficiently allocating those resources. It ensures 
consistent, cohesion and coherence among elements of the Human Resource Management 
system or synergy within the various Human Resource Management practices. Synergy is a 
concept that the whole is greater than the sum of its parts. 

The concept of fit is “the degree to which the needs, demands, goals, objectives and/ or structure of 
one component are consistent with the needs, demands, goals, objectives, and/ or structure of 
another component.” 

VERTICAL FIT: Align the company’s people, 
processes, systems, and relationships with its strategic 
priorities or action plans.

HORIZONTAL FIT: Ensure cohesion and coherence 
among elements of the Human Resource Management 
system (synergy).StrategyStrategy
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Therefore, the broad questions we have to ask ourselves about the human resource strategy in an 
organisation: 

• What strategic choices in Human Resource Management (including key human resource 
policies, practices, and investments and the overall system of these choices) are critical to 
the organisation's performance? 

• How are strategic choices connected with other strategic choices in the organisation? 
• What could be done in Human Resource Management to improve the organisation's relative 

performance in its industry, perhaps even to the extent of generating some form of sustained 
competitive advantage? 

There is still a marked tendency in companies to treat Human Resource Practices as ends in 
themselves, and a major effort is usually need to map their links to one another, to other 
management activities and to important performance variables. But this should not be the case. 
There are two further complications to our conception of fit: 

• We must not assume that human resource strategies are uniform within organisations. 
Organisations rarely adopt a single style of management for all their employee groups. 

• With multi-product, multi-divisional and multi-national organisations, organisations are 
made up of vastly different operating units of different characterises and requirements. 
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Scorecards and Teamwork 

Achieving Real Change 
Scorecards can play a key role in achieving real change in organisational teamwork. Although team 
and organisational performance are dependent on many things, a major part is determined by:  

• Degree of collective focus on the overall corporate goals and objective. 
• Simplicity of that corporate goals and objectives. 
• Clarity of visible measurement of that corporate goals and objectives.  
• Speed of two-way communication of measurement results (performance and outputs).  

These principles make it easier, for example, for sports teams to build a Performance Culture than 
many businesses, because:  

• The goals of sports teams are very clear (e.g. to win the league). 
• Measurement is simple, both in the short term (by goals scored) or long term (by position in 

the table). 
• Communication of progress to organisational members, and their supporters, is clear and 

instant (everyone sees when a goal is scored, or the team wins a match, and the updated 
tables are reported within minutes of each match finishing).  

Long-term success depends on the following: 
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Difficulties Faced by Business 
It is often difficult to improve overall organisational performance in a business environment 
because the collective goals are unclear and the information is not transparent to all to see. 
Employees are often only aware of the aims of their own "team island", and regard other team 
islands as having a different job.  
Individuals are often motivated to "do their bit", but they lack the overall understanding of where 
the company is going or how various team islands are supposed to work together for the collective 
good of the company.  
Whereas a sports team is often characterised by a focus on goal scoring, results and league tables, 
businesses are often characterised by an absence of such a unifying force. 

Role of Scorecards 
Scorecards can help overcome such difficulties by providing a focus that unifies all parts of the 
business. It provides a methodology that turns the eyes of all employees to a single direction.  
Balanced scorecard can therefore be a very effective management tool (one of many tools available) 
for changing the organisational culture, breaking down the barriers between team islands, creating 
an overall team culture and thereby improving organisational performance. 

Performance Management for Teams Distinguished 
Performance Management for Teams is different to Team Building (and it is different to 
Performance Management for Individuals). 
Team Performance Management focuses directly on the achievement of the team's key business 
objectives. It bridges the gap between the team building 'enablers' and business performance results. 
It removes the reliance on 'faith' - the need to believe that team building works before investing in it 
- and establishes a direct connection between collective behaviours and team performance.  
Team Performance Management is predicated on the following principles:  

• Team Behaviours are different to Individual Behaviours.  
• Behaviours that make a team successful vary - from team to team and from time to time.  

The key difference between traditional team building and team Performance Management is that 
the former engages in activities in the belief that they will indirectly lead to improvements in team 
performance (sometimes they do, and sometimes they do not).  
Team Performance Management, however, identifies the team behaviours that will lead directly to 
business success, and then uses a process to change the behaviours accordingly. 
Scorecards help in team Performance Management. 
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It’s All about Strategy execution 

Positive Impact on Shareholder Value 
Executing company strategy has six times greater impact on shareholder value than choice of 
strategy does - It is all about strategy execution! 
Strategy will make a difference to a critical mass of the right customers. 
Apart from 90% of companies that do not implement their strategy, other barriers researched by 
Balanced Scorecard Collaborative show that: 

• Only 5% of the workforce understands strategy (Vision Barrier). 
• Only 25% of managers have incentives linked to strategy (People Barrier). 
• 85% of executive teams spend less than one hour per month discussing strategy 

(Management Barrier). 
• 60% of companies do not link budgets to strategy (Resource Barrier). 

Making your strategy clear and focused requires us to: 
• Build a strategy around a clear values proposition for the customer.  
• Develop the strategy from the outside in. Base it upon what your customers, partners and 

investors have to say and how they behave.  
• Maintain antennae that allow you to fine-tune your strategy to changes in the marketplace.  
• Clearly communicate your strategy within the organisation among employees and customers 

and other external stakeholders.  
• Keep growing your core business; beware the unfamiliar. 

Once we have a clearly articulated and focused strategy, we have to execute the strategy flawlessly. 
This requires us to: 

• Deliver products and services that consistently meet customer expectations and value 
proposition. Repeat customers support the organisation’s revenue growth strategy.  

• Empower the front lines to respond to customer needs. Perhaps through training and 
counselling. 

• Constantly strive to improve productivity and eliminate all form of excess and waste by 
improving the cost structure and increasing asset utilisation. This may require internal 
process improvement. 

Strategy implementation, rather than strategy content, differentiates successful from unsuccessful 
companies. 

The How’s That Define a Company's Strategy  
• How to grow the business? 
• How to please customers? 
• How to out compete rivals? 
• How to respond to changing market conditions? 
• How to manage each functional piece of the business and develop needed organisational 

capabilities? 
• How to achieve strategic and financial objectives? 
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Performance-based culture 
In order to execute flawlessly, we have to build a performance-based culture, complimented by a 
pay-for-performance reward scheme, integrated into the Performance Management and human 
resources systems and practices, that: 

• Inspire all employees to do their very best for the company.  
• Reward (measurable) achievement and value contribution with praise and pay-for-

performance financial rewards, constantly raising the performance bar and engaging 
employees with the right attitude and aptitude.  

• Create a positive and mutual respect and trusting work environment that is challenging, 
satisfying, and fun for everyone to work in.  

• Establish and guided by clear company values, policies and practices. 

We must not stop at just developing Corporate Scorecards but scorecards for every individual and 
function. This ensures that proper policies, procedures, processes and practices are aligned and 
transformed to support a performance-based culture that focuses primarily on strategy execution. 
But talk to any balanced scorecard consultant, and you will find that the most important step in 
creating a scorecard is defining your strategy. While that sounds like an easy thing to do, it is 
surprising how many companies struggle just to define or articulate their strategy clearly, embed it 
into their scorecard performance measurement system, and communicate it effectively throughout 
their company. 

Assets That Drives Strategy 
Companies may not have access to structured approaches to translate high-level strategy statements 
into specific scorecard measures – there is a gap between strategy and performance measurements. 
So how do you translate strategy into meaningful measures?  
Start then by creating a list of assets that supports your strategy.  
Second, explain how these assets interrelate to deliver customer value.  
For example:  

• Physical assets 
o Inventory (minimal) 
o Manufacturing facilities 

(outsource) 
o Other equipment (it 

infrastructure) 
• Customer assets 

o Customers (institutional/ 
consumer) 

o Distribution networks 
• Organisational assets 

o Leadership (e.g. Michael Dell) 
o Process (the direct model) 

o Practices (world class) 
o Structure (segmented 

approach) 
o Brand (institutional/ consumer) 
o Intellectual property (patents) 
o Culture 

• Financial assets 
o Cash 
o Accounts receivable (minimal) 

• Employee and supplier assets  
o Suppliers (as few as possible) 
o Employees (sales, engineering, 

etc.) 
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Potential Improvement Points 
We can only improve strategic execution gaps or performance gaps if: 

• It is a controllable result or process; and  
• Either undesired or unexpected. 

Controllable in the sense that the company has to implement a decision based on the following: 
• Authority – Legal right to make a decision imbedded in one’s job description, independent 

of person’s capability, knowledge, personality, connections, etc; 
• Power – Capability to punish and/ or reward; and 
• Influence – Capability to get someone else to do something without using authority or 

power. 

The result must be measurable and a quantifiable output (e.g. market share, profitability, and sales 
volume). For example, a building is a result of a process of construction, just as profits are the result 
of a process of good management. 
Strategy execution requires us to determine the undesired and unexpected outcomes of the planning 
stage. The table below summarised the four positions. 

  (Execution Stage) 
 Desired Undesired 

 
Expected 

We did the best we could under the 
circumstances expected – and we 

expected about what we got 

We did not do the best we could – but 
we did get what we expected 

 
 
 
 
(Planning 
Stage) 

 
Unexpected 

We did the best we could under the 
circumstances – but we did not expect 

what we got 

We did not do the best we could – and 
we did not get what we expected 

An example of the application of the abovementioned table is shown below. 

  (Execution Stage) 
 Desired Undesired 

 
Expected 
 

We plan to make RM1.0 mil profit and 
that was the best we could have 
expected at the time after careful 

planning. It turns out that we made a 
RM1.0 mil profit. 

We plan to make RM1.0 mil profit and 
we did not do the best we could have 

expected at the time after careful 
planning. It turns out that we made a 

RM0.5 mil profit. 

 
 
 
 
(Planning 
Stage) 

 
Un-expected 
 

We did not plan to make RM1.0 mil 
profit but we did do the best we could 
have expected at the time after careful 
planning. It turns out that we made a 

RM1.5 mil profit. 

We did not plan to make RM1.0 mil 
profit and we did not do the best we 
could have expected at the time after 
careful planning. It turns out that we 

made a RM1.5 mil loss. 
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For a company, it is the unexpected in planning stage and the undesired results from the execution 
stage that is of concern, as shown below: 

  (Execution Stage) 
 Desired Undesired 

 
Expected 

 
Not a Potential Improvement Point 

 

 
A Potential Improvement Point 

 
 
 
 
(Planning 
Stage)  

Un-expected 
 

 
 A Potential Improvement Point 

 
A Potential Improvement Point 

Therefore, if we planned for something and when executed, the results is what we desired as an 
outcome, then there is no need for further improvement or closing the execution or performance 
gap. Unless we do not like the expected outcome, then we should change the corporate strategy at 
the planning stage and execute accordingly. That is why the planning stage of determining the 
corporate strategy is so vital and important. 
However, if either one of the events were unexpected at the planning stage and/ or undesired at the 
execution stage, then there is room for further improvement. 
This is our focus to ensure that strategy is executed according to corporate plans. 
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People and Performance 

Positive Improvement through HR Practices 
Stringent scientific research has now established a strong link between the use of Human Resource 
Practices and enhanced performance across a range of indicators, especially in productivity and, 
crucially, profitability. Put plainly, investment in these practices and the skills associated with them 
pays off on the bottom line. 
Many writers have asserted that Human Resource Practices can improve company performance by: 

• Increasing employee skills and abilities. 
• Promoting positive attitudes and increasing motivation. 
• Providing employees with expanded responsibilities so that they can make full use of their 

skills and abilities. 

Link between Human Resource Management and Performance 
The link between high performance human resource strategy and practices, and Financial 
Performance is shown using a model below. 5 

Business Business 
StrategyStrategy

Human Human 
Resource Resource 
StrategyStrategy

Human Human 
Resource Resource 
PracticesPractices

Human Resource Human Resource 
EffectivenessEffectiveness

Human Human 
Resource Resource 

Outcomes: Outcomes: 
Competence, Competence, 
Commitment, Commitment, 

FlexibilityFlexibility

Quality of Quality of 
Goods/ Services Goods/ Services 

PerformancePerformance

ProductivityProductivity

Financial Financial 
PerformancePerformance

Business Business 
StrategyStrategy

Human Human 
Resource Resource 
StrategyStrategy

Human Human 
Resource Resource 
PracticesPractices

Human Resource Human Resource 
EffectivenessEffectiveness

Human Human 
Resource Resource 

Outcomes: Outcomes: 
Competence, Competence, 
Commitment, Commitment, 

FlexibilityFlexibility

Quality of Quality of 
Goods/ Services Goods/ Services 

PerformancePerformance

ProductivityProductivity

Financial Financial 
PerformancePerformance

 

Broadly, the model link together business and human resource strategies on the left-hand side of the 
diagram with performance outcomes on the right-hand side. These include indicators such as 
Financial Performance, quality and productivity, as well as employee outcomes in terms of 
competence, commitment and flexibility.  
The overall framework is glued together by a number of Human Resource Practices covering all the 
usual areas of Human Resource Management, as well as by human resource effectiveness. The 
Human Resource Practices include job security, recruitment and selection, induction, appraisal, 
training and development, employee involvement and teamwork, pay and rewards, harmonisation 
and equal opportunities.  
Even if companies employ a wide range of Human Resource Practices, this does not mean that they 
are applied effectively or that they have any impact on workers or managers. For example, while it 
is important to know whether or not an employer makes use of regular appraisals or provides 
information about performance targets, this gives us no clue as to whether the appraisals make any 
difference or the information is supplied in a meaningful and timely fashion. This is why 
(quantifiable) measures of effectiveness are so useful. 

                                                 
 
5 Guest D., Michie J., Sheehan M., Conway N. and Metochi M. Effective People Management: Initial findings of the 
Future of Work study. London, CIPD. 2000b. page 5. 
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Where and How Do We Start 

Executive Commitment Required 
With any organisational wide alignment and transformation activities, we have to mobilise and 
execute change with full executive member (e.g. CEO, MD) sponsorship, buy-in, commitment and 
100% involvement (e.g. being present in all discussions/ workshops). 
Who are our customers and stakeholders? What are their needs? 
We start by identifying, analysing and prioritising customer and stakeholder’s requirements (e.g. 
financial or service levels). This helps us in identifying key business drivers, processes and 
practices for meeting these key requirements and for improving performance and productivity.  
By doing so, employees can measure their personal value contribution against key drivers and 
measures that matters most since what gets measured gets done. Weighted measures are used to 
identify performance gaps between plans and execution. Significant risk are identified and 
mitigated. 
We define or clarify the company’s market and customer focus, and organisational and product life 
cycles and positioning.  
Have a defined Organisational Chart showing clear reporting and accountability structures. A rule 
of thumb is that all budget figures must be attributable to only one person identified in the 
Organisational Chart. If two or more person is responsible for a budget figure, then we would need 
to review the Organisational Chart and/ or the budget figure itself. Accountability is vital in 
scorecards. Otherwise, a percentage contribution must be attributed to two or more persons. 
We can secure total workforce commitment, involvement and accountability through facilitated 
workshops, by building consensus on the strategic destination, key drivers and measurable 
outcomes. This is the quickest compared with tedious and time consuming report writing and 
circulation, whereby no one understands what is written or even have no time to read. 
Armed with a 12-week project plan for scorecard implementation and organisational change, we 
must have a just do it mentality. 
The introduction of scorecards can be gradual, depending on organisational maturity and aptitude of 
the in-house project owner. Start with a simple metrics program, with unlinked scorecards. Then 
move to Management by Objectives scorecards. Then mature to strategically aligned and 
individually cascaded scorecards, where customer value creation processes are synergised. 
When employees align their individual objectives and action plans with their team and strategic 
priorities, they can clearly understand what these objectives are, and how their own personal 
performance impacts directly upon corporate performance and contribution to the team 
productivity. 
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From Measurement to Management 

What has become clear is that leading companies are now looking beyond performance 
measurement to Performance Management. 
Many companies have chosen specific approaches to help them address what are currently 
perceived as the most critical issues. These include: 

• Business Excellence Model. 
• Balanced Business Scorecard. 
• Operational Excellence. 
• ISO 9000. 
• Process Re-engineering. 

The overall framework is shown below: 
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Regardless, a true Performance Culture is one in which: 
• Employees can improve organisational performance because every individual wants to 

deliver their best, and is enabled to do so. 
• Individuals and teams take personal responsibility and accountability for monitoring and 

managing their own individual performance, against agreed objectives, weighted measures 
and targets, and action plans (or initiatives). 

• Receive the coaching and support (training, development and resources) that they need to do 
this. 

Unfortunately, there are countless methodologies for improving and managing performance. In 
practice, implementations using particular methodologies have not generated the expected results.  
Therefore, it is not the balanced scorecard or Six Sigma methodology that makes the company 
successful – it is having the right people who truly understand the chosen methodology, making 
full use of it, adapting and amending it, where required, and just execute fearlessly.  
With any chosen methodology, over time, shortcomings become visible. 
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Performance Equation 

The Problem 
The Performance Equation defines the elements of performance and how the relationship between 
those elements affects performance. This understanding allows companies achieve 5 to 19 times 
greater performance improvement than narrowly focused human resource, human resource 
development, and organisational development efforts. In doing so, it presents a unifying theory of 
human performance - the formula for dramatic and sustainable performance. Moreover, this 
improvement is achieved at no additional cost to the company. 

Elements of Performance  
The Performance Equation reduces performance down into four basic elements that are common to 
all human performance. To achieve dramatic and sustainable human performance one only needs to 
deal with these four elements:  

1. Knowledge; 
2. Competencies; 
3. Environmental Roadblocks; and 
4. Attitude. 

Knowledge and Competencies – The Ability to Perform  
To achieve high performance, employees must know how to do the job (knowledge [2]0 and be able 
to do the job (having the required competencies [2]). The acquisition of knowledge and the 
development of competencies (both key and job) create the ability for individuals, teams, and 
companies to perform. Therefore, knowledge and competencies are two basic elements of human 
performance.  

Environmental Roadblocks – The Opportunity to Perform  
To achieve high performance, people must have the opportunity to use their ability to perform. 
Environmental Roadblocks [3] are those aspects of an organisation’s infrastructure, set-up, policies 
and practices, and culture that inhibit the use or exercise of one’s ability.  
A training program to develop high performance teams, for example, may be rendered useless by a 
hostile culture and negative attitudes as participants learn that “this is not the way we do things 
around here!”  
It is helpful to think of Environmental Roadblocks in terms of counterbalancing driving and 
restraining forces in the company. They are restrainers that reduce performance, not the drivers.  
For example, if you remove the punishing reward system, people can do good things (follow 
management direction) and not have bad things happen to them. If you were to go further and put in 
a supporting reward system, people can do good things and have good things happen to them. In 
this situation, the results will be dramatic and sustained over time.  
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Attitude – The Willingness to Perform  
To achieve high performance, people must be willing to use their knowledge and competencies, and 
be willing to overcome the inherent Environmental Roadblocks that will inhibit their true 
performance. Attitudes [4], or be it the right attitude, the fourth but basic element of performance, 
determine if people are willing to: 

• Use their existing abilities; 
• Develop new abilities; and 
• Overcome the Environmental Roadblocks to their performance.  

Formula for Performance  
For every human performance problem, we must ask whether employees have the ability, 
willingness, and opportunity to achieve dramatic and sustainable performance. 
Understanding the relationship between the four basic elements of performance allows us to see 
how each of these pieces fits into an overall formula for performance.  
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Knowledge Plus Competencies  
Knowledge [1] and competencies [2] are additive. Knowledge without competencies makes you a 
consultant or a commentator – I know, but I cannot do. Employees with high levels of both 
knowledge and competencies will consistently achieve the highest level of performance.  

Divided by Environmental Roadblocks 
Environmental Roadblocks [3] are in the denominator because they dramatically reduce the 
opportunity for employees to use their existing abilities and/ or develop new abilities. Think of 
ability as the accelerator on a car and Environmental Roadblocks as the brakes. It is hard to get 
performance out of your car when you have one foot on the accelerator and the other foot on the 
brake.  
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Multiplied by Attitudes 
Attitudes [4] are a multiplier on the Performance Equation because they determine how willing 
employees are to use their ability and overcome Environmental Roadblocks. Employees with 
positive attitudes are willing to use their skills, willing to learn new skills, and willing to overcome 
Environmental Roadblocks to achieve high performance. Willing people learn faster, change 
quicker, and will work longer and harder to maximise their performance and achieve success.  
Employees who have the ability to perform, but are inhibited or punished for using their ability, are 
in a toxic situation where they can do good things and have bad things happen to them.  
On the other hand, people who lack the ability to perform, but have an organisation that provides 
both the opportunity to perform and develop the ability to perform, are in a supportive situation, full 
of opportunity. This tends to create very positive attitudes and a motivated work force.  

Ability, Willingness, and Opportunity 
Knowledge plus competencies creates the ability to perform. Removing Environmental 
Roadblocks creates the opportunity to perform. Developing positive attitudes (or even aptitude) 
creates the willingness to perform. The formula for performance is knowledge plus competencies, 
divided by Environmental Roadblocks, and multiplied by attitudes. When ability and willingness 
are met with opportunity, dramatic and sustainable performance can be achieved.  
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Scorecards Translate Strategy into Action 

Measuring Intangibles 
Scorecards are developed to determine a measurable value from intangible assets (e.g. people, 
culture), by aligning their performance with corporate strategy, so that we can objectively measure 
its impact and improve on its performance.  
Organisational strategy must be our focal point in everything we do. This eliminates hidden agendas 
that people have and avoids office politics, removing any Environmental Roadblocks. 
At the highest level, the scorecard is a contextual link that provides a two-way communication and 
management framework for companies to actively translate and execute its corporate strategy into 
defined actionable but measurable objectives that drive both individual and team behaviour, and 
organisational performance, so that effective ground-level execution can be effectively realised. 

Benefits of Scorecards 
Scorecards provide the following benefits: 

• Alignment - Mechanism for aligning weighted measures, targets, action plans, people, 
practices, and processes to: 

o Strategic goals and objectives, and 
o Desired productivity and growth outcomes/ performance.  

• Understanding, communication, feedback – Clearer strategic understanding and knowledge 
of what we are trying to achieve and why through the transformation of strategic goals and 
objectives into manageable sub-components relevant to everyone in the team and 
organisation. 

• Accountability - Scorecard links individual’s measurable performance to corporate strategy, 
key business drivers and customer value creation processes. Taking into account 
organisational and team capabilities, it provides a clear link or line-of-sight between 
individual’s task and effort, and their teams’ or corporate goals and objectives. 

• Individual Contributions - It promotes higher job attitude through trust, respect and sense of 
purpose, increasing job motivation and satisfaction, and work empowerment.  

• Transformation – Working together as a synergised and integrated team to achieve corporate 
objectives based on common vision and values, the scorecard is a key that leverages and as 
true multiplier for improving and enhancing individual, team and organisational 
performance. 

A good scorecard design has several features: 
• It tells the story of an organisation’s strategy by articulating a sequence of cause-and-effect 

relationships. 
• It helps to communicate the strategy to all members of the organisation by translating the 

strategy into a coherent and linked set of understandable and measurable operational targets. 
• It places strong emphasis on financial objectives and measures in for-profit organisations. 

Non-financial measures are regarded as part of a programme to achieve future Financial 
Performance.  

• It limits the number of measures to only those critical to strategy implementation. 
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• It highlights sub-optimal trade-offs that managers may make when they fail to consider 
operational, financial and non-financial measures together. 

Accountability 
Accountability refers to the obligation a person, group, or organisation assumes for the execution of 
authority and/ or the fulfilment of responsibility. This obligation includes: 

• Answering - providing an explanation or justification - for the execution of that authority 
and/ or fulfilment of that responsibility. 

• Reporting on the results of that execution and/ or fulfilment. 
• Assuming liability for those results. 

Five key aspects of accountability, which are used as foundational stones in this book for 
scorecading, are as follows: 

• Accountability Is A Relationship - Accountability is a two-way street, or, “a contract 
between two parties.” 

• Accountability Is Results-Oriented - In today’s public and private sector organisational 
structure, accountability doesn’t look at inputs and outputs, it looks at outcomes. 

• Accountability Requires Reporting - Reporting is the “backbone” of accountability. Without 
it, accountability will not stand up. 

• Accountability Is Meaningless Without Consequences - A key word used in defining and 
discussing accountability is obligation. Obligation indicates liability, and liability comes 
with consequences. 

• Accountability Improves Performance - The goal of accountability is to improve 
performance, not to place blame and deliver punishment. 

Five levels of accountability 
• Personal Accountability - An accountability relationship with oneself. 
• Individual Accountability - An accountability relationship within a work setting. 
• Team Accountability - A shared accountability relationship within a work group or team. 
• Organisational Accountability - Internal and external accountability relationships within an 

organisation. 
• Stakeholder Accountability - A detached accountability relationship between stakeholders 

and the organisation. 

An accountability environment refers to the condition in which accountability can flourish. 
Specifically, an accountability environment is the condition in which individuals, teams, and 
organisations feel: 

• Motivated to execute their authority and/ or fulfil their responsibility. 
• Stimulated to perform their work and achieve the desired results. 
• Inspired to share (report) their results. 
• Willing to accept the liability for those results. 

Accountability is required. Environmental Roadblocks are eliminated. 
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Alignment Model 
The alignment model is shown below. 
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The alignment model aligns the following components: 
• Corporate Scorecard and Values aligned to strategy, Vision and Mission. 
• Business Unit/ Support Services Scorecards aligned to Corporate Scorecard (Vertical Fit). 
• Personal Scorecards aligned to Business Unit/ Support Service Scorecard. 
• Key and job competencies (focused behaviours) aligned to Corporate Values and Personal 

Scorecards and job competencies. 
• Practices, policies, and processes synergised or internally fit (aligned) together (Horizontal 

Fit). 
• Aligned practices, policies, and processes aligned to Corporate Scorecard and strategy, 

Vision and Mission (Vertical Fit). 
• Synergised practices, policies, and processes aligned to Business Unit/ Support Services’ 

Scorecards, Personal Scorecards and competencies. 

For an example of internal fit, if the objective is to select high quality candidates, then Human 
Resource Practices regarding development, compensation, and appraisal need to support the 
retention of these key performing staff. External fit focuses on how the human resource strategies 
and practices are congruent with the developmental stage and the strategic direction of the 
company.  
In start up companies, Human Resource Practices focus on pay, staffing and record keeping with 
the founder making many decisions.  
As the company grows in complexity, managers are less able to carry out the expanding human 
resource roles and a personnel or human resource department is formed to assist with hiring, 
training and compensating. 
For any organisational transformation or change, note the following: 

• Business change is performance driven and stakeholder based. 
• Manage business processes holistically and synergistically. 
• Business change is all about people and it is a journey, not a destination. 
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It Starts with Our Customers 

Knowing Your Customer’s Needs 
Firstly, in building our scorecards, we must understand our customer’s needs and requirements, in 
addition to the company’s financial expectations and revenue targets, in meeting the customer’s 
needs.  
The overall diagram below shows its relevant interlinks. 
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Key Distinctions 
Treacy and Wiersema6 introduced three key 
distinctions for the customer: 

• Value Proposition – The implicit promise 
that the organisation makes to their 
customers, delivering a particular 
combination of values - price, quality, 
performance, selection, convenience and 
so on. Broadly, there are three value 
propositions which companies can offer: 

o Best total cost. 
o Best product. 
o Best total solution. 

                                                 
 
6 Treacy, Michael and Fred Wiersema, The Discipline of Market Leaders, Addison-Wesley, 1995. 
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• Value-Driven Operating Model – The combination of operating processes, management 

systems, business structure and culture that gives the company the capacity to deliver on its 
value proposition, as promised. It consists of systems, machinery and environment for 
delivering value. 

• Value Disciplines – Consist of ways in which the organisation can combine both its 
customer value proposition and value-driven operating model to become a market leader in 
its chosen market. 

Value Disciplines 
The three value disciplines, as defined by Treacy and Wiersema, are: 

• Operational Excellence - Characterised and thus differentiates itself by a combination of 
products/ services that: 

o Provide quality, selection, and competitive prices. 
o Order fulfilment capability that is fast and timely. 

• Customer Intimacy - Characterised and thus differentiates itself by the quality and 
personalisation of its relationship with its customers. 

• Product Leadership - Characterised and thus differentiates itself by the functions, features 
and overall performance of its products and services. 

 Operational excellence Customer intimacy Product leadership 

Driving Force 
• Standardisation. 

• Process and product 
optimisation. 

• Customisation. 

• Meeting customer 
requirements. 

• Performance and 
functionality. 

• Product and/ or process 
technology roadmap. 

Process CSFs 

• Optimisation of end to end. 

• Efficiency. 

• Reliability. 

• Overhead costs 

• Perceived service at 
customer interface. 

• Responsiveness. 

• Process innovation. 

• Customer value. 

• Intellectual property 
development 

• Innovation. 

• Time to market. 

• Selling the concept. 

Structure • Centralised, command and 
control. • Dispersed/ at interface. • Dynamic short-term expert 

groups. 

Key Customer 
Interface • Operations. • Development. • Sales and marketing 

(customer’s customer). 

Underlying 
Proposition 

• Value for money, 
convenience. • Tailored solutions. • Performance advantage. 

Choosing one customer value discipline over the other does not mean that the company can ignore 
the other two customer value disciplines. In order to be successful, not only must the company excel 
in their chosen value discipline and must also be at parity in the other two customer value 
disciplines. 
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What Drives Value 
The value tree below identify the financial and operational drivers of shareholder value, along with 
the underlying activities that impact these drivers. As such, they demonstrate the quantitative 
linkage between measures and identify where value can be added in the company.  

Business Driver
Drives our success as 

an organisation

First Level Measures
Most relevant components 

of the business driver

Sub-Measures
Further breakups of the

first level metrics

Customer SatisfactionCustomer Satisfaction

Product InnovationProduct Innovation Customer ValueCustomer Value

ReturnsReturns

QualityQuality

Failure RatesFailure Rates

Cost of
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to Customer

Cost of
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to Customer
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Brand
Image

Delivery
Time
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Innovative 
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Implemented

Number of 
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Incorporated
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# of Customer
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PricePrice
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Number of
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Customer Surveys 
Today's competitive marketplace requires every organisation to listen to the voice of the customer. 
A customer service survey can provide management with valuable input on both short-term and 
long-term decision-making, offering critical operational and strategic advantages over the 
competition. It helps you get to the heart of these critical relationships in ways that help you move 
your business forward.  
The satisfaction, loyalty, and reference-ability of your customers directly affect growth and 
profitability.  
One of the first principles of quality management is listening to your customers. Customer 
surveying is an essential listening tool that can yield information about customer expectations, 
customer satisfaction and strategies for improvement. 
Customer surveys assess how customers think, feel, behave, and what to do about it. For example, 

• What are customers' perceptions of your corporate or product brand?  
• What can you change to improve the overall customer experience?  
• What is the likelihood that your current customers will purchase from you again?  
• How are you viewed in relation to your competitors?  
• Are you making decisions based on your most vocal customers or your entire customer 

base? 
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Seven Phases to Scorecading 

Generally, there are seven phases to defining and aligning strategy, cascading the scorecards and 
transformation of people throughout the organisation. 

Focus & Focus & 
MobiliseMobilise

Translate Translate 
& Align& Align

Prioritise & Prioritise & 
CascadeCascade

Integrate & Integrate & 
SynergiseSynergise

Execute & Execute & 
TransformTransform

Reward & Reward & 
ImproveImprove

Govern & Govern & 
ReRe--AlignAlign

11 22 33 44 55 66 77

 

Phase 1: Focus and mobilise 
• Thinking about scorecading and develop the case for organisational change and enhanced 

Performance Management system. 
• Focus and mobilise executive team by agreeing on Mission, Vision, Corporate Values, 

strategic objectives, and key value/ business processes and drivers for generating the 
expected financial results to meet customer expectations and requirements. 

• Define and analyse stakeholders’ expectations. Stakeholder also include employees, and 
suppliers. 

• Developing stakeholder and customer value proposition. 

Phase 2: Translate and align 
• Translate Mission, Vision, Corporate Values, strategic objectives, and key processes as 

cause-effect linkages (or strategy map), Critical Success Factors (CSF) and Key 
Performance Indicators (KPI), with weighted measures and targets, into a Corporate 
Scorecard of balanced perspectives (financial, customer, process and people) and 
measurement type. 

• Confirm Organisational Chart and determine core organisational capability required for 
strategy execution. 

• Develop a coherent but synergistic set of weighted evergreen and provisional balanced 
measures (financial/ non-financial and process/ functional) across multiple dimensions or 
perspectives. 

• Determine and align key competencies from translated Corporate Values, culture and 
management thinking. 

• Validate and approve Corporate Scorecard. 
• Align organisational practices, policies and processes to translated strategic goals and 

objectives. 

Phase 3: Prioritise and cascade 
• Align and prioritise key strategic action plans to close potential performance and capability 

gaps, using cost/ benefit analysis. 
• Clarify people and functional roles and responsibilities and make accountability and 

responsibility clear and precise, attributable to the Organisational Chart and reporting lines. 
• Translate and cascade Corporate Scorecard to each Business Unit (e.g. production) or 

Support Service (e.g. Human Resource, Finance). 
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• Validation and approval of Business Unit and Support Service scorecards 
• Reduce organisational and process/ performance slack through stretch goals, reducing 

excess capacity. 
• Eliminate functional silos and/ or blame culture through open communication and 

negotiations.  

Phase 4: Integrate and synergise 
• Translate and cascade Business Units’ or Support Services’ scorecards (weighted measures 

and targets) to each individual in the company as Personal Scorecards. 
• With employee participation, integrate weighted measures, targets, action plans and key 

competencies into Personal Scorecards. 
• Synergise organisational practices, policies and processes. 
• Match people to job assignments, teams and processes – Person-Job-Fit and perhaps even 

Organisation-People-Fit. 

Phase 5: Execute and transform 
• Execute and transform performance through personal line-of-sight and process measures and 

Stretch Targets. 
• Align personal objectives (or “agendas”) to Business Unit and strategic objectives, values, 

process goals and key drivers, thus eliminating the blame culture. 
• Align and confirm financial rewards and incentives, and link them to the achievement of 

measures and (stretch) targets. 
• Transform workforce by aligning team-based and pay-for-performance weighted measures 

and financial reward schemes. 
• Make strategy everyone’s job through regular education, open two-way communication, 

feedback and management review and control. 
• Develop Key Performance Indicators (KPI) tracking process from agreed sources. 
• Coaching for target setting. 
• Provide support and necessary resources to meet scorecard targets, especially through 

budgeting and monthly reforecasting and reporting. 

Phase 6: Reward and improve 
• Link budgeting and operational management to corporate strategy. 
• Incentive plan design. 
• Compute weighted but normalise performance scores, preferably on a quarterly basis. 
• Benchmark, analyse and improve performance through employees’ Performance 

Improvement Plans. 
• Financially reward performance based on value contribution - avoid one-size-fits-all and 

bell-curve mentality. 
• Creatively use base and variable (month, quarterly and yearly) compensation to motivate 

performance and reducing cost. 
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Phase 7: Govern and re-align 
• Close actual performance and competency gaps through talent management, succession 

planning, coaching, training, and counselling (of poor performers). 
• Re-align, adapt or update corporate strategies, weighted measures and targets to industry and 

business needs – subsequently changing or fine-tuning scorecards. 
• Rationalise man-power and staffing requirements, based on the objective of executing 

strategy. 
• Objectively adjust monthly salaries based on job size (using Job Evaluation), quarterly 

performance scores, and pay policies and structures, differentiating between median and 
high people performers. 

• Executive and employee engagement is actively monitored through quarterly performance 
reviews, where they are held jointly accountable for identifying and improving deficiencies. 

• Develop a Performance Culture by effective management and proper control. 
• Review allocated or committed resources, where required. 
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Focus and Mobilise 

Strategic Planning 
The four components of strategic decision-making or planning are: 

• Generating ideas (identifying alternatives); 
• Choosing alternatives (making value-laden judgments); 
• Negotiating or agreement seeking (managing conflict); and 
• Executing (coordinating detailed implementations). 

Good Performance Starts with Clearly Articulated Goals 
For starters, we must know: 

• Why we exist (this defines the core purpose and capability of the company) – Our Mission. 
• Where are we going (this describes what we want our community to be like if our 

organisation’s Mission is accomplished, say five to ten years from now) – Our Vision. 
• How do we propose to move from where we are now today to where we want to go in the 

future – Our Strategy. 
• What our customers will get – Our Customer Value Proposition. 
• How our business is to be conducted – Our Values. 
• What key success factors or (long-run) key value drivers do we need to concentrate on – Our 

Critical Success Factor (CSF). 
• What do we need to do well – Our Objectives. 
• What key processes and key drivers do we need to delivery the required/ expected customer 

value proposition and to meet customer needs – Our Processes. 
• What procedures and policies needed to support our key processes – Our Practices. 
• How do we measure how well we are doing, especially from our intangible assets (e.g. 

people, culture) – Our Measures. 
• What important measurement indicators do we need to concentrate on in order to evaluate 

the achievement of our Critical Success Factors – Our Key Performance Indicators (KPI). 
• What level of performance do we need to achieve to be successful (and raising the 

performance bar continually) – Our Targets. 
• How do we support achieving our targets (through resource allocation, prioritisation and 

adequate budgeting) – Our Action Plans (or Initiatives). 
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Bottom Line: Developing a Mission Statement 
Developing a clearly articulated and understood Mission Statement is the most important step. The 
process for developing a Mission Statement is shown below: 

Identify the basic 
reasons why the 

organisation exists

List the core values 
of the organisation 

that drive how it will 
do business

Identify the 
primary business 
or businesses of 
the organisation

Identify the 
primary customers 
of the organisation

Draft the mission 
statement in writing, 

evaluate it, and 
modify it as needed

Finalise the mission 
statement in a way 

that is 
understandable and 

inspiring  

The Scorecading Framework 
These can be represented in the pyramid or framework shown below: 

Mission/
Vision

Strategy

Strategic Objectives/
Critical Success Factors (CSF)

Key Performance Indicators (KPI)/
Measures/ Targets

Action Plans, Resources and Budgets
(tied to Data Collection and Structural Reform)

Financial Customer Processes People

Clarifying, Translating, 
Aligning & 

Communicating the 
Desired Leadership

Behaviours (Cultural 
Alignment)

Balancing the Scorecard & Practices

Values

Clarifying, Translating, 
Aligning & 

Communicating the 
Strategy (Business 

Alignment)

Mission/
Vision

Strategy

Strategic Objectives/
Critical Success Factors (CSF)

Key Performance Indicators (KPI)/
Measures/ Targets

Action Plans, Resources and Budgets
(tied to Data Collection and Structural Reform)

Financial Customer Processes People

Clarifying, Translating, 
Aligning & 

Communicating the 
Desired Leadership

Behaviours (Cultural 
Alignment)

Balancing the Scorecard & Practices

Values

Clarifying, Translating, 
Aligning & 

Communicating the 
Strategy (Business 

Alignment)
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Translating the Scorecard 
We then translate the strategy, mission and vision. 

Vision/Vision/
Mission/Mission/

StrategyStrategy

ObjectivesObjectives

MeasuresMeasures

DataData

A summary of 
the unique
fundamental
current and 
future social 
goals of the
organisation

Broad 
expressions that 
describe the 
wanted results 
for the 
organisation,
specified in time 
periods

Quantified
explanations
about the
expected end
results per time
period

Quantified, 
Qualified, and 
weighted 
indicators that 
indicate to what 
extent the 
objectives have 
been achieved

What data is measured, how 
is it collected (must be cost 
effective), monitored and 
analysed and by who?

Critical Critical 
Success Success 

Factors (CSF)Factors (CSF)

Key Key 
Performance Performance 

Indicators (KPI)Indicators (KPI)

Factors that ensure the continuation of the 
organisation and that influence the extent to 
which the strategy is met

One or more indicators 
that can make the 
performance of a
critical success factor 
measurable

Vision/Vision/
Mission/Mission/

StrategyStrategy

ObjectivesObjectives

MeasuresMeasures

DataData

A summary of 
the unique
fundamental
current and 
future social 
goals of the
organisation

Broad 
expressions that 
describe the 
wanted results 
for the 
organisation,
specified in time 
periods

Quantified
explanations
about the
expected end
results per time
period

Quantified, 
Qualified, and 
weighted 
indicators that 
indicate to what 
extent the 
objectives have 
been achieved

What data is measured, how 
is it collected (must be cost 
effective), monitored and 
analysed and by who?

Critical Critical 
Success Success 

Factors (CSF)Factors (CSF)

Key Key 
Performance Performance 

Indicators (KPI)Indicators (KPI)

Factors that ensure the continuation of the 
organisation and that influence the extent to 
which the strategy is met

One or more indicators 
that can make the 
performance of a
critical success factor 
measurable

 

Breaking It Down 
To help us understand each component referred to above, we can ask ourselves the following 
questions: 

Mission 
Why Do We Exist? What is the organisation all about? Who are we? What do we do? Where 
are we now? Our identity? Purpose of our existence? Our ultimate main objective? Where are 
we going? Our most important stakeholders? 

Vision 
Where Are We Going Together? Were do we go from here? How do we get there? What do 
we believe in (core values)? What do we stand for? Our long-term ambitions? What do we want 
to achieve on the long run? 

Critical Success 
Factors 

Which Factors Make Us Unique? What is the most important factor of our organisational 
success? On what is our competitive advantage based? Which skills, key competencies and core 
capabilities make us unique? How do shareholders and customer see us? How can we remain 
successful in the future? What do we need to “do well”? What are our goals? 

Objectives What Results Do We Want? How do we measure how well we are doing? What level of 
performance do we need to achieve to be successful? 

Key 
Performance 
Indicators - 
Measures and 
Targets 

How Can We Measure The Results? How do we measure how well we are doing? What level 
of performance do we need to achieve to be successful? What are the targets? 

Action Plan How Do We Want To Achieve The Results? How can we realise the objectives? How do we 
see that we learn continuously? 
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Understanding Customers’ Requirements 
It all starts with our customer and their specific requirements.  
To achieve long term shareholder value, companies must first attract and retain customers, who will 
spend their money with the company.  
To achieve customer-related objectives, companies must prioritise its business processes to delivery 
the required customer value proposition.  
To achieve financial, customer and business process objectives, companies must support 
transformation, innovation, and growth in its people. 

Determine Customer Value Proposition 
There are many dimensions of customer value proposition that we have to consider in delivering 
superior value to our customers: 

• Place – Location, size, layout/ design, and parking. 
• Product – Selection, functionality, product/ service quality, and brand. 
• Service - Return policy, partnerships, checkout, and accessibility. 
• People – Knowledge, courtesy, and staffing. 
• Communication – Promotion, accessibility, and responsiveness. 
• Image/ branding – Customer, socially responsible, and community involvement. 
• Price - Everyday prices, special prices, and payment options. 

Percentage weighting are assigned to the dimensions above to provide the focus and helps in 
understanding and prioritisation and resource allocation. 

Value Chain/ Process Analysis 
Referred to as business process analysis, a company’s business consists of all activities undertaken 
in designing, producing, marketing, delivering, and supporting its product or service. A company’s 
value chain consists of a linked set of value-creating activities performed internally.  
Cost competitiveness depends on how well a company manages its value chain relative to how well 
competitors manage their value chains. 
Here are some key points about processes: 

• All core processes of the organisation must support its mission, vision and strategy.  
• Processes can only be carried out when adequate resources or inputs are available.  
• The end result of a work process is an output. When a number of outputs from processes are 

combined, you have an outcome for the organisation.  
• The way in which you measure the outcomes of your processes or improvements in your 

processes is through measures. Note that measures are applied to processes and their 
outcomes.  

• Processes can be described using various levels of abstraction. Core processes are the macro 
activities an organisation carried out in addressing its mission.  

• The next level of abstraction is called a key process. Key processes when combined make up 
a core process. 

• Within each key process is a set of sub processes. Unless the sub process activities are 
effective in delivering outputs, then the key processes won’t be all that effective either.  

• World-class organisations manage the continuous improvement of their work processes 
rather than supervising their subordinates. 
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• Core processes provide the boundaries and context in which key and sub processes take 
place.  

• Inputs and outputs are, and must be, measured. 

Seven steps to identifying a process are shown below: 

1. Draw Process Boxes and Name Processes1. Draw Process Boxes and Name Processes

6. Identify Intermediate Steps6. Identify Intermediate Steps5. Identify Input5. Identify Input 2. Identify 2. Identify 
OutputOutput

3. Identify 3. Identify 
CustomerCustomer4. Identify Last Step4. Identify Last Step

7. List Sub7. List Sub--StepsSteps

1. Draw Process Boxes and Name Processes1. Draw Process Boxes and Name Processes

6. Identify Intermediate Steps6. Identify Intermediate Steps5. Identify Input5. Identify Input 2. Identify 2. Identify 
OutputOutput

3. Identify 3. Identify 
CustomerCustomer4. Identify Last Step4. Identify Last Step

7. List Sub7. List Sub--StepsSteps  

The value chain contains two types of activities: 
• Primary Activities – Where most of the value for customers is created. 
• Support Activities – Facilitate performance of the primary activities. 

According to Michael Porter (1985), primary activities are: 
• Inbound Logistics - involve relationships with suppliers and include all the activities 

required to receive, store, and disseminate inputs.  
• Operations - are all the activities required to transform inputs into outputs (products and 

services).  
• Outbound Logistics - include all the activities required to collect, store, and distribute the 

output.  
• Marketing and Sales - activities inform buyers about products and services, induce buyers to 

purchase them, and facilitate their purchase.  
• Service - includes all the activities required to keep the product or service working 

effectively for the buyer after it is sold and delivered.  

Whilst secondary activities are: 
• Procurement - is the acquisition of inputs, or resources, for the organisation.  
• Human Resource Management - consists of all activities involved in recruiting, training, 

developing, compensating and (if necessary) dismissing or laying off personnel.  
• Technological Development - pertains to the equipment, hardware, software, procedures and 

technical knowledge brought to bear in the organisation's transformation of inputs into 
outputs.  

• Infrastructure - serves the organisation's needs and ties its various parts together, it consists 
of functions or departments such as accounting, legal, finance, planning, public affairs, 
government relations, quality assurance and general management. 
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A more detailed a model is shown below: 

Customer
Need
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• New Revenue per 
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A company can create competitive advantage by managing its value chain to  
• Integrate knowledge and skills of employees in competitively valuable ways. 
• Leverage economies of learning/ experience. 
• Coordinate related activities in ways that build valuable capabilities. 
• Build dominating expertise in a value chain activity critical to customer satisfaction or 

market success. 
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Creating the Vision for Change 
The purpose of the visioning phase is to determine and confirm the future state performance require 
by the company. As such, the visioning phase can be the launching point for companies to re-
engineer and do some serious self-evaluation or evaluation.  
Perhaps, it is time to change! Or taking the opportunity to change. 

Mission Statements 
Mission Statement work is the single most important work because the decisions made will affect 
all other decisions. 
Ideally, your Mission Statement should be:  

• Focussed. 
• Clear. 
• Specific. 
• Distinctive. 
• Short. 

A clearly articulated Mission Statement can: 
• Motivate your employees in performing better. 
• Give your employees a better understanding of what the organisation expects out of them. 

Examples of Mission Statements: 
• We dedicate ourselves to humanity's quest for longer, healthier, happier lives through 

innovation in pharmaceutical, consumer and animal health products - Pfizer Pharmaceutical. 
• With the power of direct and Dell's team of talented people, we are able to provide 

customers with superb value; high-quality, relevant technology; customised systems; 
superior service and support; and products and services that are easy to buy and use - Dell 
Computers. 

Vision Statements 
If a Mission Statement is about what we do or why we exist today where we are, a vision is the view 
that a person takes of what the organisation can and should become if it followed and succeeded in 
that mission.  
Vision identifies Strategic Objectives or goals using the Mission Statement as a guide. It describes 
what we want our community to be like if our mission is accomplished - which may be five, ten, or 
fifteen years in the future.  
Vision Statement puts an element of striving into it by giving people something to reach for, 
articulated in quantifiable terms of: 

• Size. 
• Growth. 
• Stability. 
• Flexibility. 
• Technological breadth. 
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Examples of Vision Statements: 
• Year after year, Westin and its people will be regarded as the best and most sought after 

hotel and resort management group in North America - Westin Hotels. 
• To be a leading conglomerate providing world class and competitive products and services 

that enhance stakeholders’ value – Sunway Construction. 

Values Statements 
Values Statement addresses the question, “How are we going to go about accomplishing our 
mission and realising our vision?”  
Values Statements are the declaration of the principles by which an organisation will work on 
fulfilling its mission. Values are arbitrary in that they may not be based purely on effectiveness; 
there are usually many ways to go about creating a future. 
Values are your convictions on how business is to be conducted and people are to be treated, inside 
and outside the organisation. Ideally, values should be:  

• Few in number. 
• Shared by all. 
• Inspiring. 
• Clearly understood. 

Value Statements are grounded in values and define how people want to behave with each other in 
the organisation. They are statements about how the organisation will value customers, suppliers, 
and the internal community. Value Statements describe actions that are the living enactment of the 
fundamental values held by most individuals within the organisation. 
Effective organisations identify and develop a clear, concise and shared meaning of values/ beliefs, 
priorities, and direction so that everyone understands and can contribute. Once defined, values 
impact every aspect of your organisation.  
For example, “we endeavour to meet the expectations and needs of all those who have a stake in our 
success. Good communication, continuous improvement, integrity, mutual trust and loyalty, 
together with effective business control and compliance with best business practices are 
fundamental in our dealings with our partners” from Avon Rubber PLC. 

Strategic Statements 
Strategy Statement is different from a Mission Statement, from a Vision Statement, and from a 
Values Statement. A strategy is a choice about the broad approach an organisation is going to take 
toward executing its Mission Statement and in so doing develop a competitive advantage. In that 
sense, it is a “how” answer to the Mission Statement’s “why” and the Vision Statements “what.”  
For example: 

• Concentration on our core area: new publishing striving towards profitable growth in 
national and regional market, supported by cost-efficient production practices and state-of-
the-art technology - New Straits Times Press. 

• Over the next six months, delivery times will decrease by 15% through more localised 
distribution centres. 

• By the year 2007, customer turnover will decline by 30% through newly created customer 
service representatives and pro-active customer maintenance procedures.  

• Operating downtimes will get cut in half by cross training front line personnel and 
combining all four operating departments into one single service centre. 
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A strategy distinguishes between the routes we are going to take as we move toward our vision, yet 
allows the values we have espoused to continue to govern our activities as we move along that 
route. The Values Statement becomes the roadbed to the strategic highway as an organisation moves 
toward its vision. 
Some guidelines in writing Strategy Statements: 

• Is your Strategy Statement specific enough to provide meaning? It should identify your 
organisation's chosen products, markets, strengths and opportunities in a very specific way.  

• Does the Strategy Statement identify specific opportunities that are unique to your business? 
Particular attention should be directed to opportunities that are unique to cooperatives.  

• Can you pursue this strategy with available financial resources both present and predicted? 
It is vital that you keep in mind the capacity of your organisation to pursue a particular 
strategy.  

• Is the strategy internally consistent? In other words, does it conflict with your Mission 
Statement, or with the personal philosophies of those who will be carrying it out?  

• Is the risk level reasonable? For example, if your organisation is in precarious financial 
condition, pursuing a risky business strategy that won't show results for several years is 
probably inappropriate.  

• Is the strategy consistent with the values of the people who work at the organisation? Do 
people (especially those in key positions) feel the drive to make the strategy work? 

Educate, Train and Communicate 
Measurement is a tool for a two-way communication, learning and understanding. It enables 
potential problems to be recognised and addressed as early as possible for the appropriate and 
timely corrective action to be taken or considered. 
Make strategy everyone’s job and responsibility through regular and disciplined education and 
training programmes, two-way communication sessions, feedback appraisals and management 
reviews. This helps to effect constructive changes to the Performance Management mindset.  
Teach and help develop employees to identify, deploy and enhance their own strengths and improve 
on their weaknesses, especially through Personal Improvement Plans. By doing so, talented and 
performance-driven employees are identified, where next generation of leaders are being groomed 
and transitioned accordingly. 
Poor performers are counselled out or re-designated to a job more suited to their knowledge, skills 
and attitudes. 
Most importantly, train managers and supervisors on the new way of managing and appraising 
performance objectively, through weighted measures and Stretch Targets. There is no room for 
politicising the Performance Management process and results – it is all fact-based. 
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Translate and Align 

Translating Strategy as Clear Strategic Measures 
Translate the Corporate Mission, Vision, Values, strategic objectives, and key business processes 
as: 

• Strategy Map, 
• Cause-effect linkages, 
• Critical Success Factors (CSF), and 
• Corresponding Key Performance Indicators (KPI). 

Strategy Map 
A strategy map links intangible and tangible assets with objectives in cause-and-effect linkages or 
relationships. The map help managers describe and manage strategy at an operational level because 
they show: 

• How value gets created from the organisation’s internal and learning and growth 
perspectives. 

• The dynamics of the corporation’s strategy and the processes, which are designed to create 
value. 

• How the company’s intangible assets – human, information and organisational capital – are 
measured and aligned. 

It describes how an organisation creates value using both its tangible and intangible assets. They 
provide a framework by which important management decisions can be made. To try and manage 
without a strategy map in place is like working in the dark. At the very least, any company that 
understands its own strategy map has a sustainable competitive advantage over those that adopt a 
much more hit-and-miss approach. 
Simplified strategy map, developed by Kaplan and Norton, is shown below: 
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A sample strategy map is shown below: 
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Cause-Effect Linkages 
Using cause-effect linkages (if-then logic connections), the components (objectives) of strategy are 
connected (see above) and placed in appropriate scorecard perspective categories. The relationship 
among strategy components is used to identify the key performance drivers of each strategy that, 
taken together, chart the path to successful end outcomes as seen through the eyes of customers and 
business owners.  
A strategic map shows how an objective (effect) is dependent on another objective (cause), and 
how, taken together, they form a strategic thread from activities to desired end outcomes. 
A cause-effect link connects the desired outcomes with the drivers of results.  
Unfortunately, cause-effect linkages are not easy to develop as organisations do not behave in a 
systemic way to produce behaviours and outcomes that may be complex, unpredictable, and 
disproportionate to the magnitude of the inputs. 
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An example cause-effect linkage is from Sears7, as shown below. 
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Interestingly, in the Sears example above, they have attributed a 0.5% increase in revenue growth 
through a 5 unit increase in employee attitude and a 1.3 unit increase in customer impression. 
Employee/ customer satisfaction drives profitability in two ways, as shown below. 

EmployeeEmployee
SatisfactionSatisfaction

OutstandingOutstanding
ServiceService
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CustomersCustomers

CustomerCustomer
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Job Job 
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7 Adapted from Harvard Business Review, January–February 1998. 
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Determine CSF and KPI 
There are things that your company must do right if you expect to survive in the long-term. These 
critical areas require constant care and attention on the part of management. They represent 
performance areas that must meet stakeholders’ expectations, if the company is to flourish. 
Measurements track performance in each critical success area. Critical Success Factors are both 
internal and external, and identified through a strategic planning process or competitive intelligence 
research.  
Key Performance Indicators (KPIs) are measurements of achievement of the chosen Critical 
Success Factors. Key Performance Indicators should be: 

• Specific (i.e. measure profitability rather than “Financial Performance”)  
• Measurable (i.e. number of customer complaints rather than the “level of customer 

satisfaction”).  
• Relevant - measures the achievement of a critical success factor. 

The diagram below shows the relationship between strategic goals and Key Performance Indicators. 
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Determine their weighted measures and targets (either “evergreen” or “provisional”), and present it 
as a Corporate Scorecard of balanced perspectives (financial, customer, process and people), as 
show below. 

CustomerCustomer

Learning and Learning and 
GrowthGrowth InternalInternal

FinancialFinancial

Public Sector ViewPublic Sector View

MissionMission

Private Sector ViewPrivate Sector View

FinancialFinancial

CustomerCustomer InternalInternal
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FinancialFinancial
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FinancialFinancial

CustomerCustomer InternalInternal

Learning and Learning and 
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Scorecards in Public Sectors 
Public sector organisations, such as local authorities, are increasingly under pressure not only to 
improve their performance but also to be able to demonstrate such improvement through effective 
performance measurement. An increasing number are turning to the scorecard as a way of 
responding to such pressures and challenges. 
The scorecard offers public sector organisations a means of:  

• Closing the gap between vague mission and strategic goal statements and operational 
activities and measures. 

• Shifting the focus away from individual initiatives and programmes and onto the outcomes 
that such initiatives are intended to achieve. 

The four perspectives of a scorecard proposed by Kaplan and Norton were designed for private 
sector organisations and were an attempt to encourage such organisations to broaden their 
performance measurement thinking away from merely financial measures.  
In the public sector, there has always been a tendency to ensure that measures of performance are 
not simply focused on costs but also try to examine efficiency and effectiveness. 
As such, there are real practical difficulties of measuring intangibles, such as service quality, social 
inclusion, quality of life, that are typical high-level strategic goals for authorities. 
To what extent do the scorecard perspective “labels” have relevance for a local authority? Five 
possible generic perspectives for public sector scorecading are as follows: 

• Strategic - Achieving the aims of the public sector organisation with practical tangible 
results. 

• Service user/ stakeholder - How well the public sector organisation performs from the 
viewpoint of service users and other key stakeholders, together with the contribution of 
those stakeholders to the taskforce. 
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• Operational excellence - Processes carried out effectively. 
• Financial - Delivering value for money and keeping to budget. 
• Innovation/ learning - Degree to which the public sector organisation is innovative and 

whether the benefits obtained are sustainable and transferable to others. 

Alignment and Cascading of KPIs 
Cascading of KPIs is to ensure all key result areas are taken care of by specific functional managers 
and employees. These key result areas are the necessary performance outcome at various 
organisational levels to ensure the attainment of organisational Critical Success Factors (CSFs), 
referred to above. 
Aligning of KPIs is to prevent situations where there may be overlap of responsibilities, or 
situations where no specific persons are put in charge. 
If the cascading and aligning of performance measures and requirements properly done, the 
company can easily identify the areas of work that add value. This is also helpful in re-designing of 
the jobs so that key resources (such as human resource and financial resources) are properly 
positioned for effective deployment to achieve maximum results. 
Management must take the lead to ensure that the cascading and aligning of objectives is managed 
adequately and done properly. 

Balanced Perspectives 
The balanced approach to scorecading requires us to look at both financial and non-financial 
perspectives.  

• Financial perspective looks at increasing revenue and profitability, whilst increasing 
productivity and reducing cost. However, total reliance on financial results for performance 
measurement should be cautioned due to “creative accounting” practices.  

• Customer perspective ensures that there are specific and differentiated customer value 
proposition offered, customer (internal and external) satisfaction, customer retention, and 
customer profitability. 

• Internal perspective looks at key internal processes required to delivery this customer value 
proposition, covering areas of: 

o Operations management – Producing and delivering. 
o Customer management – Relationship building. 
o Innovation – Next generation products or services. 
o Regulatory and Social – Complying with the law. 

• Learning and growth perspective requires us to maintain or enhance our intangible assets to 
add future value.  

o Human capital – Your people. 
o Information capital (technology) – What you know. 
o Organisational capital, capability (culture) – How you operate. 

To ensure organisation success, we must design and implement measures that drive employees to 
question key processes and procedures and search for ideas to improve products or services, 
processes, reduce cost and increase revenues. Without the right weighted measures and Stretch 
Targets, companies will fail and never know the reasons for their failure. 
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The inter-relationship between various perspectives is shown in the model below. 
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Stakeholder 
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Needs & Expectations
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Operations [3]

Financial Returns [7]

Capabilities [4]

Customers Stakeholders

Stakeholder 
Contributions [5]

Products/ Services [6]

Customer and Stakeholders 
Needs & Expectations [1]

Needs & Expectations

 

• The needs and expectations of customers and stakeholders [1] are the primary drivers of 
corporate strategies [2].  

• Corporate strategies [2] consist of defining your intended customers and how you are going 
to compete for them. A company’s strategy is made up of individual strategies, which are 
key actions a company must take to achieve its vision and goals. When developing 
strategies, all other elements of the model must be considered. 

• Operations [3] include all direct and support business activities that execute strategies and 
produce products and services for customers and stakeholders.  

• The capabilities [4] of a company’s organisation and infrastructure enable its operations [3] 
to efficiently satisfy customer and stakeholder requirements [1]. In the short-term, 
capabilities can limit what strategies are feasible. But in the long-term, they may need to be 
developed to implement certain strategies. 

• Stakeholder contributions [5] include products or services that are essential to operations 
[3]. For example, suppliers may provide critical technical support for designing products. 

• Products and services [6] provided to customers create financial returns [7] for shareholders 
and perhaps other stakeholders as well.  

Depending on industry and need, we can adapt the four perspectives to suit. For example, Hilton’s 
scorecard consists of five "value drivers": 

• Operational effectiveness.  
• Revenue maximisation. 
• Loyalty (customer, team members, owners).  
• Brand management. 

Learning and growth or people perspective reconcile customer requirements to financial objectives, 
anticipating internal processes required for financial results by improving intangible assets. 
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Weighting Perspectives 
Best practice organisations weight or prioritise their four perspectives in the following manner: 

• Financial 20% 
• Customer 25% 
• Internal 35% 
• Learning/ Growth 20% 

Unfortunately, many Malaysian organisations start with 60% for the financial perspective and gets 
stuck trying to allocate the remainder 40% to the other three perspectives. What more if the 
company’s values are people are our greatest asset? What message are we conveying? 
Rightly so, because financial and customer indicators are outcomes of the company’s internal 
process and people, which are considered as inputs. The scorecard will look like the following: 
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Performance Measures 

Categories of Performance Measures 
Definitions differ from industry to industry, company to company and even job function to job 
junction. Only through a good understanding of the industry and the company would we be able to 
determine the required performance measures. 
In short, we are doing a balancing act between: 

Lagging
Hard
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Outcome
Control
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Internal

Long-Term
Bottom Up Measures

Leading
Soft

Subjective
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Leadership
Change
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Short-Term
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Short-Term
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For example: 

• Process Measures - Used to understand the intermediate steps in producing a product or 
service. In the area of training for example, a process measure could be the number of 
training courses completed as scheduled. 

• Outcome Measures - Evaluate the expected, desired, or actual result(s) to which the outputs 
of the activities of a service or organisation have an intended effect. For example, the 
outcome of safety training might be improved safety performance as reflected in a reduced 
number of injuries and illnesses in the workforce. In some instances, such as the training 
example above, establishing a direct cause and effect relationship between the output of the 
activity and its intended outcome, can be difficult. 

• Lagging Measures - Measure performance after the fact. Injury and illness measures such 
the Lost Workday Case Rate and the Total Recordable Case Rate are examples of lagging 
measures commonly used to measure environment, safety and health performance. Project 
cost performance is an example of a lagging indicator used to measure program 
performance. 

• Leading Measures - Are more predictive of future performance and include measures such 
as near misses, procedural violations, or estimated cost based on highly correlated factors. 
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Forms of measurement are: 
• Numbers. 
• Index. 
• Percentages. 
• Ratings. 
• Ratios. 
• Rankings. 

Once a measure has been selected: 
• Develop operational definitions. How can we clearly describe the measure we are trying to 

track or count? If different people gather the data, will they interpret things in the same 
way? 

• Identify data source that is cost effective – Where can we find or observe data to provide the 
measure? Is past experience valid or acceptable? Do we have available systems or process to 
collect the information, or do we need to spend resource to create a new one? Can we afford 
the time, money and disruption to gather new data? 

• Prepare collection plan – Who will gather and/ or compile the data? How often will we need 
to do measures? What incentives do we need to ensure sufficient supply of responses to 
make the data collection exercise meaningful? 

• Implement and refine measurement – Can we test out our proposed measure before going 
into full-fledged implementation? What issues may arise and what can we do about them? 
What will we change next time? 

General Measures 
General measures include: 

• Quality addresses how well the employee or work unit performed the work and/ or the 
accuracy or effectiveness of the final product. Quality refers to accuracy, appearance, 
usefulness, or effectiveness. Quality measures can include error rates (such as the number or 
percentage of errors allowable per unit of work) and customer satisfaction rates (determined 
through a customer survey). 

• Quantity addresses how much work the employee or work unit produced. Quantity 
measures are expressed as a number of products produced or services provided, or as a 
general result to achieve. 

• Timeliness addresses how quickly, when, or by what date the employee or work unit 
produced the work. 

• Cost-effectiveness addresses Ringgit savings or cost control for the Company. May include 
such aspects of performance as maintaining or reducing unit costs, reducing the time it takes 
to produce or provide a product or service, or reducing waste. 

Specific Measures 
To develop specific measures, you first must determine the general measure(s) that are important 
for each element (i.e., quantity, quality, timeliness, or cost-effectiveness). Then, determine how to 
measure the quantity, quality, timeliness, and/ or cost-effectiveness for the element. If you can 
measure an accomplishment with numbers, record the form of measurement. If you can only 
describe the performance (i.e., observe and verify), clarify who will appraise the performance and 
the factors they will appraise. 
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The kinds of questions you should ask in this process include the following. 
FIRST: For each element, decide which general measures apply: 

• Is quality important? Does the stakeholder or customer care how well the work is done? 
• Is quantity important? Does the stakeholder or customer care how many are produced? 
• Is it important to accomplish the element by a certain time or date? 
• Is it important to accomplish the element within certain cost limits? 
• What measures are already available? 

SECOND: For each general measure, ask: 
• How could [quality, quantity, timeliness, and/ or cost-effectiveness] be measured? 
• Is there some number or percent that could be tracked? 

If the element does not lend itself to being measured with numbers and can only be described, ask: 
• Who could judge that the element was done well? 
• What factors would they look for? 

Prioritisation of Measures 
When brainstorming measures, there would be a need to prioritise a list of measures. A 
prioritisation table as shown below may be used, based on company circumstances and preferences. 

Measures Impact of Measures Controllability Measurability 

Financial Perspective 

Measure F1 HI HI HI 

Measure F2 LO HI HI 

Measure F3 LO LO HI 

Customer Perspective 

Measure C1 HI HI HI 

Measure C2 HI LO LO 

Measure C3 LO HI LO 

Internal Process Perspectives 

Measure P1 HI HI LO 

Measure P2 LO LO HI 

Measure P3 HI LO LO 

Learning and Growth Perspective 

Measure L1 HI HI LO 

Measure L2 HI LO HI 

Measure L3 LO HI HI 
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Continuous Learning Framework 
The figure below shows a continuous learning framework for measuring and managing both 
strategic and operational performance. We must put our performance measurement stethoscope 
wherever it is required to get meaningful performance information, whether we want to measure, if 
we are doing the right things, or measure if we are doing things right.  

PeoplePeople

SystemsSystems

InformationInformation

ActivityActivity ActivityActivity ActivityActivity Output Output -- OutcomeOutcome

Input Input 
MeasuresMeasures

Process Process 
MeasuresMeasures

Result Result 
MeasuresMeasures

Performance Performance 
MeasuresMeasures

InputsInputs Are We Doing Things Right?Are We Doing Things Right?

Process ActivitiesProcess Activities ResultsResults

Are We Doing The Right Things?Are We Doing The Right Things?

 
Developing meaningful weighted performance measures and the expected levels of performance 
(targets) is hard work if done correctly, and the development process is fraught with challenges.  
One challenge is the tendency to hurry and identify many measures, hoping that a few good ones 
are in the group and will “stick”. The problem with this approach is that the value of information 
generated is limited, and the burden of data collection and reporting can quickly become 
overwhelming and costly.  

Right Measures to Drive Desired Behaviour 
We need “balanced” measures to directly link through to our corporate strategy. For example, if we 
need to increase profitable sales, we may want to improve the effectiveness of our existing staff, 
rather than adding new staff. 
A litmus test for the right number of weighted measures after they have been established is simply 
the number that can be effectively or humanly managed to ensure the company's long-term health. 
There is no magic number of measures.  
It also depends on the industry, company size, and maturity of structure and processes. 
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Examples of objectives and measures are shown below. 

 
Objectives Measures 

Financial Perspectives 

• Increase market share • Company’s market share 

• Increase return on investment • Return on investment 

• Increase overall profitability • Company’s profitability rate 

• Increase project profitability • Profitability or margins per project 

• Increase employee profitability • Revenue per employee 
• Profitability per employee 

• Decrease costs • Average unit costs 
• Cost per employee 

Customer Perspective 

• Decrease lead-time • Average lead-time 

• Increase on time delivery • Percentage of deliveries on time 

• Reduce customer complaints • Number of customer complaints 

• Increase customer satisfaction • Increase customer feedback on exceed expectations 

• Increase market share • Percentage of market share based on independent research

• Increase customer growth • Number of new customers added per year 

Internal Process Perspective 

• Decrease cycle time • Average cycle time 

• Increase quality • Number of defects 
• Number of items reworked 
• Number of quality initiatives 

• Increase productivity • Average output per employee 

• Increase key processes based on quality • Improve key internal processes 

• Increase development of innovative products • Time to market for new products and services 
• Number of new products commercialised 

• Increase sales of new products and services • Percentage of sales obtained from new products & 
services 

People (Learning/ Growth) Perspective 

• Increase employee satisfaction • Increase employee feedback on exceed expectations 

• Increase employee skills • Employee skills training (days per year) 
• Staff with professional qualifications 

• Encourage employees to suggest/ test new ideas • Number of suggestions per employee 
• Number of suggestions implemented 

• Decrease absentee • Number of absentee 

• Increase communication amongst employees • Number of information sharing sessions, inter- and intra-
Business Unit 
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Three Criteria Test 
All measures must pass the following criteria test: 

• Strategic Criteria 
o Do the measures enable strategic planning and then drive the deployment of the 

actions required to achieve objectives and strategies?  
o Do the measures align behaviour and initiatives with strategy, and focus the 

organisation on its priorities? 

• Quantitative Criteria 
o Do the measures provide a clear understanding of progress toward objectives and 

strategy as well as the current status, rate of improvement, and probability of 
achievement?  

o Do the measures identify gaps between current status and performance aspirations, 
thereby highlighting improvement opportunities? 

• Qualitative Criteria 
o Are the measures perceived as valuable by the organisation and the people involved 

with the metrics? 

Gating Measures – Do They Stand Up? 
• First Gate (= Objective?): 

o Can the Performance Measure be quantified? 
o If not, define into a quantifiable measure? If you can’t, eliminate. 

• Second Gate (= Does it align with strategy?): 
o Does the Measure support an Objective or a Critical Success Factors? If not, 

eliminate. 

• Third Gate (= Is it linked to value?): 
o Does it link to key driver of performance and/ or necessary to provide management 

visibility? If no, eliminate. 

• Fourth Gate (= Responsive): 
o Can the Performance Measure be influenced by management? If not, eliminate. 

Translate Measures into a Scorecard 
Translate and develop the Corporate Scorecard containing not more than seven strategic objectives, 
with no more than three to four balanced measures per strategic objective. This is only are 
commended number and depends on each company’s operating environment and industry.  
To achieve optimal results, use a combination of line-of-sight (direct) and process measures 
(balanced) to facilitate co-operation and co-ordination with peers and other functions.  
How good the performance measures are can be accessed by asking the following questions: 

• Do measures foster an environment of continuous improvement?  
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• Are performance measures clearly linked to the strategic objectives of the Business Unit that 
the Support Service supports?  

• In developing measures, have managers taken into account supplier-customers networks?  
• Is the performance of the entire business system more important than the local measures?  
• Does one system/ report take into account quality, delivery, cycle time and waste?  
• Are comments solicited from customer(s) when quality and delivery measures are proposed?  
• Does the system focus on reducing cycle time?  
• Does the system help to focus on the right priorities?  
• Is the system responsive to changes in customer expectations?  
• Are reports simple, relevant, consistent and used as a catalyst for operational improvement?  

Weighting Measures 
For each scorecard perspective, objectively weight measures and targets based on fact-based 
observations, business process analysis and past performance reviews.  
If you are rewarding for results or performance, and not for activity, you can weight each measure 
mathematically, based to the economic value each measure creates in relation to the others (e.g. a 
measure that creates twice as much economic value as another should be weighted twice as high). 

Validating Measures 
Weighted measures must be validated by: 

• Truly understanding the business and key processing. 
• Mapping measures against Business Units, checking that accountability is clearly 

maintained, and the number of measures for each Business Unit and Support Service are 
reasonable and appropriate. 

• Measures follow the SMARTAI principle. 
o Specific. 
o Measurable. 
o Agreed to. 
o Realistic – Control, achievable, workload realities, and work relevance. 
o Timely. 
o Aligned. 
o Integrated. 

• Cross-checking against various Business Units and Support Services. 

Aligning Processes to Strategy 
Once we have conducted our business process analysis, we proceed to eliminate or minimise any 
non-value added steps or processes in the customer value chain – making sure that ultimately, the 
process is aligned with strategy and it is lean and productive. 
Simultaneously, we must synergise all cross-functional processes and departments by removing 
silo-like barriers so that employees can effectively support and co-operate with one another to 
execute strategy, trusting and being accountable for commitments they individually make (or when 
assigned), since the whole is greater than the sum of parts. 
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Understanding non-value added steps will help the company in their quest to reduce organisational 
slack in performance, thus reducing employee free-time in exchange for more focused and 
productive activities – known also as trimming the organisational fat or slack. 

Key
• Value Added 
• Non Value Added but required 
• Non Value Added 

Planning

Production

TimeTime

Customer

Order Processing

Distance

 

For example, for a bank that uses scanners to digitally capture existing mortgage files, their 
turnaround time was reduced to 17 days, versus the original was 55 days. This productivity 
enhancement helps the bank now send 45 to 50 loans to investors every day, which in turn increases 
their revenue. This frees up valuable employee resources for other things. 
Dell’s Approach to Selling PCs versus Traditional Manufacturers is shown below. 

Forecast DemandForecast Demand Customer Place Order Via Phone/ InternetCustomer Place Order Via Phone/ Internet

Obtains Subcomponents From SuppliersObtains Subcomponents From Suppliers

Makes Basic ComponentsMakes Basic Components

Assembles Complete PCAssembles Complete PC

Stores PCs in WarehouseStores PCs in Warehouse

Ships PCs to RetailerShips PCs to Retailer

PCs sit on RetailerPCs sit on Retailer’’s Shelf Until Solds Shelf Until Sold

In Hands of CustomerIn Hands of Customer

Contract Manufacturers Instantly View Order Contract Manufacturers Instantly View Order 
Information and Ship Component PartsInformation and Ship Component Parts

Dell Assembles Computer From Component Dell Assembles Computer From Component 
Parts As They Arrive and Maintains Customer Parts As They Arrive and Maintains Customer 

RelationshipRelationship

Computer is Shipped Computer is Shipped ““DirectDirect”” to Customer Via to Customer Via 
UPS or UPS or FedEXFedEX

In Hands of CustomerIn Hands of Customer

DellDellTraditional PC Traditional PC 
ManufacturerManufacturer
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Performance-Focused Targets  
Measurement alone is not good enough. We must drive behavioural changes deep within the 
company, if we expect to execute corporate strategy effectively. This requires establishing targets 
(baseline, average and stretch) for each measurement within scorecard. 
Decide on the best mix of volume, quality, customer service, efficiency and Financial Performance 
targets given the set business priorities. Ensure that scorecard targets have relevance for each 
individual, especially in complex operating environments or settings. 
Using competitive intelligence, set aggressive but fact-based baseline and Stretch Targets. 
Financially reward upon target achievement – please do not move the goal post or change the rules 
of the game half way through or at the end of the review period. 

The SMARTAI Principle 
For both weighted measures and targets, they must be: 

• Specific - Specific to the individual, who is responsible and can be held accountable for the 
job’s performance (or non-performance). Use Organisational Chart as a guide or starting 
point. 

• Measurable – Job-related and quantifiable, based on observable behaviour that can be used 
for an on-going performance feedback and open two-way communication.  

• Agreed to – Open two-way communication will secure buy-in, commitment and full 
understanding, making weighted measures and targets more relevant and valid.  

• Realistic.  
o Control - Employees must have a significant degree of control, authority, and 

influence over the achievement of the measures or performance.  
o Achievable - Measures must be realistically achievable or humanly attainable.  
o Workload realities - Most jobs are clogged, to varying extents, by routine 

administrative tasks that takes time. All job allocation must be given in context with 
other job assignments, bounded by limited working time per work day. 

o Work relevance – Based on job nature, if the outcome of the job is its most important 
aspect, emphasise actual results. If the process is most important, focus on actual 
behaviour and performance methods. If what the employee is on the job that matters 
most, focus on personal aspects like management style, interpersonal skills, team 
player attributes, or risk-taking. 

• Timely - Measures should have an appropriate time-frame.  
• Aligned - Individual measures need to be directly linked to company goals and objectives, 

vertically and horizontally. 
• Integrated – All measures and targets must be vertically and horizontally integrated. 

Targets are designed to stretch and push the company in meeting its strategic objectives.  
For example, suppose the strategic objective is to improve customer satisfaction, the measurements 
are based on number of customer complaints. If the average number of monthly complaints was 45 
for the last 12 months, then the target now should be no more than 40 complaints, or less for a 
Stretch Target. 
Therefore, targets must stretch individual performance, constantly raising the bar, without 
encouraging undesirable risky behaviour or actions. This is also a creative way of managing any 
financial reward payout as employees may not always be able to achieve beyond the Stretch Targets 
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on a consistent basis. Therefore, the maximum payout at any given time should always be less than 
the maximum allowable amount set aside for discretionary pay-for-performance schemes, under an 
accruals accounting system. 

Degree of Challenge 
Targets for each weighted measure are categorised into: 

• Baseline Targets – Based on financial budgets, this is the minimum performance for earning 
a discretionary bonus or incentive payments. For anything below this target, no performance 
payments would be made. These can be commitments made to external stakeholders. 

• Stretch Targets – Achieving beyond this target will earn the employee exceptional 
performance bonus. It is a level of performance that maximises or stretches individual 
potential, to the point of possibly not achieving it in the short-term. 

• Average Targets – Mid-point between the baseline and Stretch Target. 

In order to maintain credibility, break up the space between the baseline and Stretch Target into 
achievable increments. 

Factors & Indicators Goals 

Perspectives Critical Success 
Factors 

Key Performance 
Indicators 

KPI 
Weighting Base Target Stretch 

Customer 
Service 

Total Delivery 
Operating Expense Cents per kWH 15% RM 

5.50 
RM 
5.49 RM 5.41 

  Reliability Minutes/ Customer 13% 240 210 180 

  Customer 
Satisfaction Quarterly Index Survey 10% 7.0 7.5 8.0 

Financial 
Performance Cash Flow Higher Margins 15% 20% 22% 25% 

Internal 
Processes Safety Safety Index 15% 12 14 16 

  Plant Development Cost RM per New 
Service 10% RM 

2.22 
RM 
2.20 RM 2.00 

  Service Processes Customer Service RM 
per Employee 10% RM36 RM34 RM30 

People Efficiency and 
Effectiveness 

Net Margins RM per 
RM of Employees 10% RM3.70 RM4.50 RM 6.10 

Sum of Weights Assigned to KPIs 100%    

Defining Competencies 
Competencies describe how the work is done. It is categorised as: 

• Individual competencies (key and job); 
• Team competencies; and 
• Organisational competencies (or enablement). 

Competencies are basic characteristics that can be linked to enhanced performance by individuals or 
teams. They are important because it provides a road map for the range of required behaviours that 
produce excellent performance. It helps: 
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• Organisations to raise the bar of performance expectations. 
• Individuals and teams to align their behaviour with key organisational strategies. 
• Each individual to fully understand how to achieve expectations and set targets. 

Note that abilities, skills, and knowledge (ASK) are prerequisites for developing the competency. 
For example, you cannot be a competent golfer if you do not know how to grip the club or know 
which club to use. Yet having the knowledge, skills and abilities does not ensure that someone has 
the competency. The difference is shown below: 

{PRIVATE}Knowledge, Skills, Abilities/ Personality 
Traits Job Competencies 

More basic fundamentals. More advanced--require multiple knowledge, skills 
and abilities or traits. 

Might be possessed by new hires. Usually developed by time on the job.  

Prerequisite for developing job competencies.  Outcome of synthesising several knowledge, skills and 
abilities and traits.  

Valued for entry-level jobs.  Needed to perform more advanced jobs.  
What organisations often pay for. What organisations should pay for.  
Difficult to measure as performance outcomes. Easy to measure as performance outcomes.  
Knowledge, Skills And Abilities Required To Play 
Golf 
Knowledge of the proper grip. 
Knowledge of the proper stance. 
Knowledge of which clubs to select. 
General hand-arm dexterity. 
General skills--walking, twisting, swinging. 

Golf Competency Definition 
Scores less than 100 on a regular basis through proper 
use of woods, irons, and putter. Plays a wide variety of 
shots with skill. Can adapt to different conditions on a 
given course and play effectively on different types of 
courses. Demonstrates the proper technique, form and 
club selection. 

We should be measuring, developing and rewarding competencies, not knowledge, skills and 
abilities or even personality traits. For example, you want employees who can make money by 
generating financial trades and not merely have knowledge of finance.  
As a consequence of focusing on competencies, individuals will become more competent and 
successful in the long-term. It is only by defining, developing and rewarding key and job 
competencies that this is all possible. 
Key competencies related to Corporate Values, whilst job competencies are specific to the job. 
Translate Corporate Values as key competencies that are applicable for all employees working in 
the company. This acts as a common glue amongst team members. Examples for a performance-
based company are achievement orientation and teamwork. 
Employees belong to job positions like administrative clerk or programmer. In turn, job positions 
belong to job families. For example, administrative clerk belongs to the clerical job family and 
programming belongs to the technical job family. 
Job competencies required for the clerical job family may include job proficiency, accountability, 
productivity and problem solving, in addition to achievement orientation and teamwork (company’s 
key competencies). 
Align both key and job competencies to Critical Success Factors for performing the business 
processes and integrate them into Personal Scorecards as part of the employee’s performance 
measurement and evaluation programme. 
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Examples of Core Competencies 
A sample list of key core competencies is as follows: 

• Analytical thinking: Ability to tackle a problem by using a logical, systematic, and 
sequential approach. 

• Attention to Communication: Ability to ensure that information is passed on to others who 
should be kept informed. 

• Credibility: Demonstrated concern that one be perceived as responsible, reliable, and 
trustworthy. 

• Customer Orientation: Ability to demonstrate concern for satisfying one's external and/ or 
internal customers. 

• Decisiveness: Ability to make difficult decisions in a timely manner.  
• Developing Others: Ability to delegate responsibility and to work with others and coach 

them to develop their capabilities. 
• Establishing Focus: Ability to develop and communicate goals in support of the business' 

strategy. 
• Flexibility: Openness to different and new ways of doing things. Willingness to modify 

one's preferred way of doing things. 
• Fostering Teamwork: As a team member, Ability and desire to work cooperatively with 

others on a team. 
• Influencing Others: Ability to gain others' support for ideas, proposals, projects, and 

solutions. 
• Initiative: Identifying what needs to be done and doing it before being asked or before the 

situation requires it. 
• Innovation: Ability to develop, sponsor, or support the introduction of new and improved 

method, products, procedures, or technologies. 
• Interpersonal Awareness: Ability to notice, interpret, and anticipate others' concerns and 

feelings, and to communicate this awareness empathetically to others. 
• Managing Change: Ability to demonstrate support for innovation and for organisational 

changes needed to improve the organisation’s effectiveness; initiating, sponsoring, and 
implementing organisational change; helping others to successfully manage organisational 
change. 

• Managing Performance: Ability to take responsibility for one's own or one's employees' 
performance, by setting clear goals and expectations, tracking progress against the goals, 
ensuring feedback, and addressing performance problems and issues promptly. 

• Providing Motivational Support: Ability to enhance other employees' commitment to their 
work. 

• Results Orientation: Ability to focus on the desired result of one's own or one's unit's work, 
setting challenging goals, focusing effort on the goals, and meeting or exceeding them. 

• Self Confidence: Faith in one's own ideas and capability to be successful; willingness to take 
an independent position in the face of opposition.  

• Strategic Thinking: Ability to analyse the organisation’s competitive position by considering 
market and industry trends, existing and potential customers (internal and external), and 
strengths and weaknesses as compared to competitors. 

• Technical Expertise: Ability to demonstrate depth of knowledge and skill in a technical area. 
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• Thoroughness: Ensuring that one's own and others' work and information are complete and 
accurate; carefully preparing for meetings and presentations; following up with others to 
ensure that agreements and commitments have been fulfilled. 

Linking Human Resource Management To Competencies 
Competencies are important for the following HR practices: 

• Performance measurement - Ideal for performance measurement since job competencies are 
specific and behavioural. This means they are easier to observe and measure, especially for 
the Personal Scorecard. 

• Career Development - If employees know which job competencies are in need of 
development, they can determine which internal/ external resources available to build the 
needed competencies. Competencies form the backbone of any career development system, 
since employees cannot develop their careers if there is limited or vague job data. 

• Training - When designing training courses, trainers first ask, "What do employees need to 
be competent at to do this job?" Having clear and precise job competencies tells the trainer 
precisely what desired behaviours are needed to achieve the targets on the employee’s 
Personal Scorecard. This makes it very easy to determine what the course content should 
be, eliminating a “one-size-fits-all” approach to training. 

• Pay for Competencies - The general idea is that the more competent the individual, the 
higher the pay. Bonuses or profit sharing continue to be offered and reflect how the 
individual or organisation did on goals for the year. 

• Job Evaluation/ Description - Since competencies are behavioural and very specific, they 
lend themselves very easily to describing the job. With each competency being 
approximately a paragraph in length, ten of them printed back to back from an excellent job 
description. 

• Selection - Job interview questions can be developed for each competency. 

Scoring Competencies 
Sample scoring for “Results Orientation” (from above) may be as follows: 

• Level 1 - Wants to do a good job and does not give up. 
• Level 2 - Works to goals and manages obstacles. 
• Level 3 - Drives for improvement despite frequent obstacles. 
• Level 4 - Sets and meets challenging goals and seeks long term improvement. 
• Level 5 - Assesses and takes risks to make significant gains. 

Measuring Performance and Competencies 
Organisations need to do the following: 

• Competencies must be linked to the organisation’s objectives and measures and balanced 
across them. Many organisations pay attention to competencies primarily for the purpose of 
employee cultural alignment or individual personal development, while objective and goal 
setting for business results are treated separately as part of the performance appraisal 
process. 

• Competency models must be closely aligned with the strategy of the business and with the 
organisation’s core capabilities and values. 

• Competency expectations must be differentiated to fit with varying employee roles; yet 
integrated from top to bottom. An organisation’s competency model that is focused on 
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providing direction to individuals regarding what they need to do and how must be aligned 
with the business. 

• Competency expectations must be aligned with the beliefs of senior executives and modelled 
in their personal behaviour and commitment. 

The ultimate evaluation of an employee consists of two critical components: 
• Job performance, based on agreed weighted measures and (stretch) targets. 
• Competencies (key and job), the specified behaviour required, for the job and job position. 

The percentage weighting sample is shown below: 

Personal Scorecard Scoring Managers, Executives Non-Executives 
Performance Measures/ Targets 80% 70% 

Competencies (Key & Job) 20% 30% 
Total 100% 100% 

Where there are direct reports, team score (composite of everyone’s scores in the team) becomes 
important. The team leader must ensure that every individual reporting to them achieves their own 
respective targets, according to their Personal Scorecard. Otherwise, the composite scores or 
percentage contribution of all team members will reduce their own team score.  
If teamwork is vital, then the weighting on team composite scores can be higher, ensuring that the 
team leader performs and ensure the achieving of targets by the individuals or direct reports.  

Category Financial Non-Financial Team 
Level Individual Total 

Performance 
Board/ 

Management 50% 30% 20% - 100% 

Manager/ 
Executive 20% 30% 35% 15% 100% 

Executive - 30% - 70% 100% 

Going down the Organisational Chart, employees would naturally become less accountable for 
financial results. Instead, their scoring emphasises would be on building competencies and process 
improvement required for long-term capability building based on personal performance. 
The team leader is then motivated to ensure that he/ she provide the required resources, coaching 
and training to their direct reports so that they can individually achieve their own respective 
personal targets. This encourages teamwork and co-operation that is so lacking in many 
Performance Management systems. 
It is essential to have strategically linked compensation system to improve actual performance and 
to retain employees with the required competencies. 
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Employee Surveys 
Employee surveys are an important and popular tool that organisations use to solicit employee 
feedback.  

• Employee Opinion Survey - Morale-boosting for employees who may not have many other 
opportunities to confidentially express their views.  

• Employee Attitude Surveys - Provide improved levels of productivity and commitment by 
identifying the root causes of employee attitude; employee satisfaction surveys provide 
improved levels of productivity, job satisfaction, and loyalty by identifying the root causes 
of employee satisfaction, allowing action targeted directly at those root causes.  

• Employee Engagement Surveys - Measure the extent to which employees are passionate 
about their work and emotionally committed to their organisation and to their co-workers.  

These surveys may be used to measure and improve employee loyalty and commitment, thereby 
boosting organisational productivity and positively affecting an organisation’s top and bottom lines. 
And, they are effective tools for measuring and ultimately improving various relationships within 
organisations.  
Employee surveys assess how employees think, feel, behave, and what to do about it. For example,  

• Are your employees aligned with your organisation's strategy and objectives?  
• What makes top performers leave? What makes them want to stay?  
• What are the most important issues facing your employees?  
• What do employees feel needs to be changed in your organisation?  
• What percentage of your employees is happy in their current positions? 



Keeping Scores: Measuring Performance, Rewarding Results 
 

Copyright © 2005 Patrick Ow. All rights reserved worldwide. Page 70 

Prioritise and Cascade 

Aligning Action Plans to Strategy 
Prioritise and manage strategic key corporate action plans (relating to people and process) to 
achieve the scorecard targets. 
Roles, responsibilities, and expectations are clarified and agreed with all stakeholders, management, 
supervisors and employees. Inconsistent interpretation and incorrect understanding during the 
translation and alignment process are addressed, clarified and mutual agreement and understanding 
is sought. 

Communication and Understanding, Its Your Key 
The first cut scorecard would not be the perfect outcome. It is a process that we go through, refining 
and learning to develop meaningful measures after the first round. 
The powerful outcome is not the scorecard itself, but an understanding on how weighted measures 
and targets are derived, the thinking behind why they are developed, and how it impacts on other 
parts of the organisation, especially from a process flow or customer value chain perspective. 

Use Project Management Tools 
Developing a scorecard is like a project. A project is a temporary endeavour undertaken to 
accomplish a unique product or service. Every project is constrained in different ways, by its: 

• Scope goals: What is the project trying to accomplish? We need to be clear on the objectives 
and deliverables of each scorecading exercise.  

• Time goals: How long should it take to complete? We need to ascertain the time required to 
complete the scorecading exercise. The longer it is, there is less likelihood of success. 

• Cost goals: What should it cost? Management must allocated time and resources. Time away 
from the workplace to think about strategic matters must be enforced.  

Use project management tools for managing strategic action plans and scorecading. The framework 
is shown below: 

Subcontractor Management

Managing Project Staff

Managing Organisational Change

Risk Management 
Quality Management

Change Control and Issue Management
Configuration Management

Project 
Definition Project Plan

Project 
Management
and Control

Project Close

Subcontractor Management

Managing Project Staff

Managing Organisational Change

Risk Management 
Quality Management

Change Control and Issue Management
Configuration Management

Project 
Definition Project Plan

Project 
Management
and Control

Project Close
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The “Funnelling Effect” 
In the midst of tumultuous change, many managers are confusing "busywork" activity with results. 
They seem to live by the French Cavalry's motto, "When in doubt, gallop" — so everything 
becomes urgent. They are constantly setting action plans and making lists of projects, goals, and 
priorities, but seldom are these followed through to completion. 
A key component of providing focus to an organisation calls for managers to identify strategic 
imperatives or "must-do's". These are the team's or organisation's critical leverage points.  
Scorecading helps organisations to address some of the following common causes of priority 
overload: 

• Inflexible, long term strategic planning processes. 
• Disorganised, reactive managers with poor personal time management and prioritisation 

decision making. 
• Weak goal deployment systems with little follow through. 
• Lack of focus, discipline, and sacrifice. 
• No (or too infrequent) process for continuously resetting priorities. 
• Not clustering goals and priorities through affinity, Pareto, or such tools. 
• A culture that rewards activities more than results.  

The scorecard acts as a channelling funnel that ensures that only action plans that are strictly 
aligned to corporate strategy are implemented and resources enabled. Work request must be 
validated against the agreed corporate action plans. If work request is not prioritised, would be 
difficult for employees to focus on what is vital to the organisation. 
Thus, urgent but unimportant matters take low priority. Unfortunately, employees cannot say “It is 
not my job”, as these jobs would have to be done somehow. Request can be negotiated for 
postponement at a later date. 

  Urgency 
 Not-Urgent Urgent 

Not-Important Jobs that can be prioritised to a latter 
time 

Jobs that can be prioritised to a latter 
time 

 
 
 
 
Importance  

Important 
 

Our concentration for effective strategy 
implementation 

Our concentration for effective strategy 
implementation 

 
 
Recognise that people will work hard when they are doing things that are important to them and not 
fire-fighting on ad-hoc unplanned matters. 
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The Cascading Process 
The cascading process is shown below. 
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The scorecard cascading process starts with the overall Corporate Vision and strategy, and the 
subsequent development of the Corporate Scorecard, comprising of corporate objectives, weighted 
measures, targets and action plans. 
Translated the Corporate Scorecard subsequently into manageable building blocks for the next 
level-down scorecards (e.g. Business Unit Scorecards).  
Thereafter, align Support Services Scorecards to the Business Unit Scorecards through service level 
identification, negotiation and agreement.  
Ensure alignment between the Business Unit and Support Service Scorecards to the Corporate 
Scorecard.  
Translate these Business Unit and Support Services’ objectives, weighted measures, targets and 
actions plans into Team and/ or Personal Scorecards.  
Ensure alignment between the Team and Personal Scorecards to the Business Unit or Support 
Service Scorecard, as the case maybe. Cross-check and verify measures and targets for individual 
accountability and responsibility, reducing any organisational slack where possible. 
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Performance and competency alignment framework is shown below: 
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Cascading Corporate Scorecards to Business Units 
Once we have designed the Corporate Scorecard, we need to implement it throughout the entire 
organisation. This requires careful planning and co-ordination with all parts of the organisation. We 
should have learned several lessons from our first stage scorecard: 

• How to organise and kick off the process. 
• How to co-ordinate and gain consensus. 
• How to identify the benefits and difficulties associated with the scorecard. 
• An understanding of project deliverables. 

Also, we should have knowledge about what factors influence implementation of the scorecard, 
such as: 

• Time required to develop a scorecard. 
• Availability of data and resources for building the scorecard. 
• Degree of support from upper level management. 

Cascade and align strategic objectives, weighted measures and targets to all Business Units and 
Support Services within the company, based on an aligned company structure (according to 
Organisational Chart), containing no more than twenty operational measures per scorecard. The 
overall approach is shown in the diagram below. 
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By cascading scorecards to each individual, strategy will naturally becomes everyone’s job. Each 
weighted measure must have an individual owner (e.g. employee) that can be held fully and solely 
accountable for their local performance outcomes, avoiding problems associated with joint 
accountabilities and blame or it is not my job syndrome.  
Nobody can be expected to be accountable for another over whom they have no control. Keep 
employees focused on key controllables and separating “luck” from performance effort. 

For example, the Corporate Scorecard effectively becomes the CEO’s Personal Scorecard. 
Similarly, a Business Unit Head’s Scorecard is the Business Unit Scorecard as he or she is 
personally responsible and accountable for the results of the entire Business Unit. 
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If there are portions of the Business Unit activities that cannot be solely attributed to the Business 
Unit Head, especially due to organisational structure, then in such special circumstance, the 
Business Unit Scorecard is not also the Business Unit Head’s Personal Scorecard. A separate 
Business Unit head’s scorecard must then be developed. 

Develop Support Services Scorecard 
Develop and align Support Service Scorecard based on Business Units’ requirements and agreed 
service levels and deliverables, containing no more than twenty operational measures. Use Critical 
Success Factors and key drivers as guide to specific service level measures and targets.  
For example, if a Business Unit is expected collect monies from their customer within 45 days of 
product delivery, they may expect Finance (a Support Service) to generate accurate invoices within 
two business days of the receipt of a signed Delivery Order. The two business day (or service level) 
target shall be one of many targets contained in the Support Service’s scorecard. 
If the Support Service’s Head cannot meet this two day service level, then a mutual compromise 
must be reached, with each Head giving reasons for their expectations and requirements. Apart from 
coming to a negotiated position, this two-way communication process facilitates learning and 
understanding of each others processes and issues, all guided by a common strategy and processes, 
and meeting customer needs and requirements, thus reducing elements of self interest. 
This promotes open measurement and feedback, eliminating blame culture or silo-effect between 
functions and departments that we see so often in companies today. 
Cross-check and fine-tune Support Services’ objectives, weighted measures, targets and action 
plans against each element of the Corporate Vision, Mission and scorecard, and Business Units’ 
objectives, weighted measures, targets and action plans for consistency and alignment, using cross 
referencing techniques. 

Reduce Organisational Slack 
Organisational slack is defined as the failure of the company to work with full efficiency, where it is 
possible. In essence, it is the difference between a company’s actual and potential performance. 
Slack arises both because there is conflict within the company and because different parts of the 
organisation seeking to realise their own objectives. 
Generally, Malaysian companies are only about 50% to 60% “engaged”. This means that there are 
potential excess capacity for Malaysian managers to maximise. 
Slack also arises because organisations “satisfice” – that is, they look for alternatives that meet their 
targets than optimise by looking for a single best alternative. It contributes to performance 
smoothing. In this regard, it functions very much like energy reserves in human and other species. 
When things are going poorly, the company can improve performance by cutting into the slack. As 
a result, slack buffers the company form adversity by providing an emergency reserve of potential 
performance. On the other hand, when things are going well, slack is accumulated. In effect, 
potential performance is stored for possible future use. 
Identify and reduce organisational slack to an optimum level during the development of the 
Business Unit and Support Service Scorecards, determining the key business processes and spot 
checking for and reducing any spare capacity and non-value adding activities, using techniques like 
lean manufacturing (see below). For example, the more open the culture of the company to new 
ways of thinking, and the higher the level of organisational slack. 
Cross-check and fine-tune Business Unit’s objectives, measures, targets and action plans against 
each element of the Corporate Vision, Mission and scorecard for translation consistency and 
alignment, using cross referencing techniques. 
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The business case for optimising human performance is shown below: 
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What is Lean? 
Lean thinking and production aims to produce products and services with the highest quality at the 
lowest possible cost with maximum customer responsiveness.  

• Reduce production resource requirements. 
• Increase manufacturing velocity/ flexibility. 
• Improve first time quality. 

Lean accomplishes this through the systemic identification and elimination of waste, with an 
emphasis on continuous improvement and employee involvement. 

Aging Population, Impact on Performance 
The aging population is one of the most powerful forces now affecting employers in Asia-Pacific. 
The number of employees eligible for retirement is rising each year, and fewer young workers are 
entering the market in the more developed countries. 
In 2004, more than 9 percent of Asia-Pacific’s population was 60 or older. By 2050, that figure will 
reach 23.5 percent. The business implications of this demographic shift are now a priority in many 
companies and government-linked enterprises. Preserving the knowledge and experience of the 
senior workforce while creating and implementing talent management programs for the next 
generation of workers has become the focus of many Human Resource practitioners.  
With fewer employees in the workforce, companies must find a way to utilise existing workforce’s 
production capability, simply producing more for less. Companies need to find new ways to 
increase productivity, implementing new and innovative processes that rely less of human capital. 
The only way is to 100% engage the workforce to productive work! 
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Integrate and Synergise 

Cascade Scorecard to Teams and Individuals 
Translate, cascade and align Business Unit and/ or Support Services’ objectives, weighted measures, 
targets and action plans to all teams, workgroups and individuals in a form of Team and/ or 
Personal Scorecards, containing not more than seven key personal measures and targets.  
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Take note that individuals can only focus on a handful of priorities and require disciplined 
performance and follow through. 
Actively engage employees in the scorecard development, cascading and measurement processes. 
This creates a sense of ownership, pride and responsibility for mutual team accountability and 
commitment during strategy execution. 
By actively engaging employees, individuals: 

• Know what their important goals are (especially for time-management). 
• Can embrace these personal goals “passionately”. 
• Know what to do about them (through action plans). 
• Have the ability and discipline to follow through on them. 

Selecting the Right Measures to Cascade 
As weighted measures are cascaded down, individuals will want to check that the weighted 
measures and targets for which they are responsible do not:  

• Contradict each other - Both vertically and horizontally aligned. 
• Conflict with each other - Avoiding blurred responsibilities and accountabilities. 
• Undermine priority given to critical corporate measures, thus loosing focus and direction on 

what is actually important to the company. 
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• Over-measure - Keep measurement to the minimum to tell an accurate story. Be mindful of 
the 80/ 20 rule. 

Integrate Competencies into Personal Scorecard 
Integrate job competencies into Personal Scorecards, in addition to key (behavioural) competencies 
translated earlier from corporate strategy. 
Identify and close critical individual performance and competency gaps through: 

• Employee selection, recruitment and manpower planning. 
• Targeted and committed training, development, counselling and couching for top 

performers and under performers through talent management and succession planning. 

Cross check and fine-tune Personal Scorecard’s objectives, weighted measures, targets and action 
plans against each element of the following, using cross referencing techniques: 

• Corporate Vision, Mission, and Corporate Scorecard. 
• Business Units’ (or Support Services’) objectives, weighted measures, targets and action 

plans for consistency and alignment. 

Analyse job groups or positions to determine what competencies differentiate an average from 
outstanding performance. 

Personal Scorecards 
Personal Scorecards must be able to present a snapshot of the entire company and team weighted 
measures and targets, including a Corporate Vision and Mission Statement. It acts as an effective 
two-way communication tool. 
As the Personal Scorecard contains most common information used elsewhere, the Personal 
Scorecard can also function as an abridged Job Description, and perhaps even act as a Performance 
Evaluation Form whereby scores are merely inserted after the review period is over. The reason for 
this multiple usage of the Personal Scorecard is to reduce Human Resource Department’s 
administration time in developing and up dating multiple documentation (and concentrate on more 
strategic matters, being truly a business partner to management). 
Therefore, the enhanced Personal Scorecard format can function like the following: 

• Job Description. 
• Training needs evaluation. 
• Personal Improvement Plan. 
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A sample Personal Scorecard format is shown below. 

Corporate Measures Balanced Scorecard Business Unit Measures Individual Goals

2006 2007 2008 2009 2010

100 120 160 180 250

100 450 200 210 225

100 85 80 75 70

100 75 73 70 64

100 97 93 90 82

100 105 108 109 110

Targets
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Operating Targets

Targets

• Earnings

• Net Cash Flow

• Overhead & Operating Expense

• Overhead & Operating Costs

• Finding & Development Costs

• Total Annual Production 

(Indexed: 2005=100)

And Near Term Action Steps

1.

2.

3.

4.

5.

Corporate Objectives Individual Measures
1.
2.
3.
4.
5.
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of 20% a year
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costs by a further 30% by 2010.
• Reduce our 5-year average finding & 

development costs by 20%.
• Reach the top quartile of industry 

profitability by 2010.
• Increase production by 10% by 

2010.

Name:

Location:
If we can achieve all these 

business objectives, we will be a 
top quartile competitor
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Actively link Personal Improvement Plan and training and development to corporate strategy by 
bridging and closing any individual performance and competency gaps based on: 

• Quarterly performance measurement reviews, and 
• Half-yearly performance appraisal. 

Person-Job-Fit 
Person-Job Fit involves the measurement of what we often refer to an employees’ suitability for the 
tasks that are required for successful performance of a specific job. The scorecard does provide 
some information on the Person-Job Fit to the extend that the employee is able to meet all of the 
job’s targets. If this employee is unable to meet the demands of the job consistently, the scores on 
their Personal Scorecard will show.  
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The kind of skills mix required by the company at different levels are shown below: 
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The percentage of employees allocated to between administrative and support activities is shown 
below: 
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Organisation-People-Fit 
It is fit between the personality of the individual (e.g., values, beliefs, interests) and the culture or 
climate of the organisation. Employee attitudes are enhanced when a fit between the organisations’ 
culture and the employee is met. These attitudes include greater job satisfaction, organisational 
commitment as well greater team spirit among co-workers. 
An understanding of an individual's work values relative to those of groups within the company can 
also have value that goes well beyond the selection process. This type of data can be very useful for 
optimising the configuration of work groups and teams, as well as helping to evaluate the suitability 
of an individual for promotion into a new area within the company. 
Most importantly, if the employee cannot or does not subscribed to being measured objectively by 
way of a Personal Scorecard, then that employee must be coached or perhaps even counselled out.  

Major Causes of Job Satisfaction 
Major cause of job satisfaction is shown below: 

Individual Characteristics:
Dispositional Affectivity
(Including Genetic Pre-dispositions)
Gender
Tenure/ Career Stage
Work-family Conflict
Mentor/ Protégé Status

Work Environment Characteristics:
Perceived Discrimination
Fair And Flexible Policies And Procedures
Non-Hazardous Workplace
Supervisor And Co-worker Support
Perceptions Of Control
Promotional Opportunities

Job Satisfaction And
Organisational Commitment

Source: S. Lease. 1998. Annual review, 1993–1997: Work attitudes 
and outcomes. Journal of Vocational Behavior 53:154–183.
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Execute and Transform 

Prioritise Team and Individual Effort 
Rationalise, prioritise and manage team or personal work objectives, priorities and action plans to 
collaborate productively through: 

• Personal Line-of-Sight, 
• Process/ output weighted measures, and 
• Stretch Targets. 

Regularly set aside time to plan employee’s work around workgroup priorities and goals, adjusting 
action plans based on measurable progress and making sure that Personal Scorecards are highly 
visible and well understood. 

Avoid “Free-Riding” Through Team-Based Reward 
Manage free-rider behaviour by developing team-based rewards or group incentive pay based on 
long-term performance rather than focusing exclusively on individual short-term efforts.  
Align and confirm financial rewards and incentives, and link them to performance or achievement 
of weighted measures and targets. For example, if the company is moving into pay-for-performance 
reward scheme, then the following could be eliminated through scorecading: 

• One-Size-Fits-All Practices – Reward and incentive schemes customised to individual 
performance and competencies. 

• Moving-The-Goal-Post Syndrome – Most often, the quantum of monetary reward is not 
known before the end of performance or review period because this is usually at the 
discretion of management. We cannot have the stick without the carrot. Otherwise, why 
should employees strive to achieve their targets if there is no real tangible financial reward 
attached or the quantum offered is too little to motivate any performance?  

• Bell-Curve Force Ranking – When the employee achieves the target, reward them 
accordingly. No ifs or buts. Never move the goal post by force ranking them based on 
statistical analysis/ tool. The bell-curve is acceptable when there are no measurable targets 
for employees and a system of measurable performance is absent. 

Transform the workforce by aligning team-based pay-for-performance weighted measures and 
targets that are clearly defined to financial reward schemes – But only when weighted measures and 
targets are acceptable and motivates the right behaviour. If the measures are “wrong”, we are 
rewarding the wrong behaviour or activity. 
Unfortunately, employees are clearly much too complicated to respond in a predictable manner to 
simple carrot-and stick pay-for-performance. Proper understanding is needed before implementing 
any carrot-and stick manipulation scheme. 
It is undeniable that financial rewards (compensation, promotion, or recognition) motivate people to 
behave in ways that will help attain strategic goals. The key question is to balance conflicting 
demands of an effective Performance Management system, linked to a pay-for-performance 
scheme. 
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Provide Resources and Support  
Provide or support employees with the resource, equipment or tools needed to meet their personal 
goals, empowering them, and/ or removing any performance barriers like bureaucratic and 
administrative processes (endless approvals, outdated rules, etc) and surprise ad-hoc projects. To be 
fair, we have to give our employees the necessary tools, resources and environment to perform 
unhindered.  
Empowerment is all about execution. Empower with the provision/ supply of necessary resource 
and support. For example, empowering waiters to change a meal of a complaining customer without 
any questions ask or the need to refer to a supervisor or manager. Delight the customer and they 
will tell their friends about the great restaurant service. Bureaucratic processes will eventually 
frustrate the customer, especially if the supervisor or manager is not around to make that final 
decision. After all, food cost is typically about 38%. If the meal is priced at RM40.00, it cost the 
company only RM15.20 to satisfy this customer who will come back and tell his friends, rather than 
hundreds of Ringgit to recruit new customers. Not forgetting the bad publicity that comes.  

Pre-Conditions for Discretionary Bonus 
In most companies, discretionary bonuses (apart from contractual bonus) are the prerogative and 
discretion of the company. This means that management can set pre-conditions (to solicit specific 
behaviours) for employees, in order to be entitled or running for discretionary bonus payments.  
Examples of pre-conditions that could be set: 

• Never say “It is not my job” – This promotes strong teamwork and eliminates unhealthy 
self-interest behaviour. 

• Not having more than one unexplainable sick or medical or emergency leave per quarter – 
This avoids employee from malingering or taking all sick leave entitlement. Note that it is 
not an “entitlement” but a ceiling as provided by the Malaysian employment law. If there are 
more sick leave days taken, the affected employee would have to write in to management for 
a waiver. Only genuine employees would bother writing. Incidentally, sick leave could be 
tied to an attendance incentive. 

• If the employee is a manager, submission of management reports on a monthly basis, before 
the 6th of the following month. 

• Not being late – Coming on time. This promotes teamwork and cooperation. 

Employees can voluntarily opt out from being considered for the discretionary bonus scheme by not 
complying with these pre-conditions. It is their choice. The company does not force employees to 
comply its pre-conditions. It is observed that soon or later, this employee (who chooses not to 
comply) would leave the company and not earned their discretionary bonus. 
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Reward and Improve 

Align Resources 
Align resources and tactics to corporate strategic direction. By determining customer requirements, 
it focuses us on the gap between: 

• What are the results, and 
• What should be the results? 

Resource alignment however focuses on gaps between: 
• Current resources and processes, and 
• Those required for the accomplishment of results. 

Note that resources allocated to support organisational activities must be equal to or greater than the 
cost of implementing the solutions. We need to fund the pre-determined action plans through the 
appropriate resource allocation. 

Conduct Performance Analysis 
Performance analysis involves reaching out for several perspectives on a problem, and determining 
any and all drivers towards (or barriers to) successful performance. It determines factors that are 
likely causes for performance discrepancies. It can be formalised to include extensive task analysis, 
or through observations of individual performance. 

Linkage of Action Plans to the Budgeting Process 
People working on a budget that is clearly guided and focused by strategy spend less time arguing 
about irrelevant details and more time focusing on what matters. Budget forecasting, reforecasting 
and reporting is nothing new. If done on a monthly basis, it allows companies to successfully make 
a link between process and corporate strategy.  
A recent APQC (Best Practices and Cycle Time, June 14, 2005) study shows that the median 
number of days it takes to prepare the annual budget, a major source of frustration for all concerned, 
is lower for companies that align their plan with strategy numbers (63 days) than for those that do 
not (80 days). This is a cost saving by itself. 
Making sure budgets are linked to overall corporate strategy is essential, whether the organisation is 
a not-for-profit or the world's largest software company. For example, Microsoft Corp., with 60,000 
employees in 99 countries, tackles budgeting and planning in a much larger scale. Microsoft has 
processes to ensure that the budgets of its seven businesses are based not only on their own product-
development strategy, but also on corporate strategy. 
The Hackett Group's Finance Executive Advisory Program points out that some 13 percent of 
companies in their survey have tied budgeting accuracy to compensation, and another 25 percent 
are either in the process of doing so or are planning to do so. Everyone is trying to integrate and 
align their goals and tying budgeting and planning accuracy to compensation. It is just the next 
logical step in the process. 
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The CFO survey (2005) shows the following, which shows some interesting facts: 

Have identified non-financial measures that drive company's success 81% 

Have established short-term targets for those measures 67% 

Have established long-term targets for those measures 42% 

Have identified specific projects to achieve those targets 62% 

Report on the progress of those projects at least as frequently as financial results 51% 

Percent of companies that say they do all of the above 17%  

As a company tracks its performance measures and reacts to shortfalls and performance gaps, 
solutions often require committed budget and resource allocation.  
Incidentally, performance gaps may occur in the following areas: 

• People – Performance, competencies, and training. 
• Process – Inefficient and non-value added. 
• Practices – Non-value added policies, procedures, and practices. 

To reduce bureaucracy and paper work, a formal budget submission and approval process is 
integrated into the scorecard development process so that strategic and operational action plans can 
adequately funded and resourced, as they are identified. It would be pointless to prioritise all action 
plans when there is no intention to execute them through proper funding or resources allocated, 
including setting aside or accruing monies for discretionary bonus and pay-for-performance reward 
scheme. 
Do not embark on scorecading if there is no funding allocated! 

Benchmarking Against “Best-Practices” 
Create internal and external benchmarks to accurately track performance against strategy execution, 
thereby enabling best practice sharing, internalisation and integration into the scorecading process. 
Look constantly at what world-class performers in your industry are doing and learn from them.  
Lack of self-reflection can cause misalignment with the environment, and competitors. 
The flowchart below shows how we can determine externally competitive pay levels and structures. 

External 
Competitiveness: 
Pay Relationships 
Among 
Organisations

Set Policy Select 
Market

Design 
Survey

Draw 
Policy 
Lines

Merge 
Internal & 
External 
Pressures

Competitive 
Pay Levels, 
Mix, And 
Structures

 

Some major decisions in pay level determination. 
• Determine pay-level policy. 
• Define purpose of survey. 
• Specify relevant labour market. 
• Design and conduct survey. 
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• Interpret and apply results. 
• Design grades and ranges or bands.  

Pay Philosophies  
A pay or compensation philosophy is a company's commitment to how they value its employees. A 
consistent pay philosophy gives the company and employee a frame of reference when discussing 
salary matters. 
The purpose of a good compensation philosophy is to attract, retain, and motivate good 
performance.  
Generally, scorecading helps to structure pay objectively to reflect the value of job or individual 
contributions, managing salaries to reflect actual performance or output. 
To accomplish these goals, companies can use a mixture of three main compensation components: 

• Base or fixed pay, also called salary. 
• Incentive or variable pay (cash or non-cash, like stock). In Singapore, this is referred to as 

Monthly Variable Component (MVC) and Annual Variable Component (AVC). 
• Benefits (or non-financial rewards).  

A pay philosophy is a blend or balanced of all three, since the company must pay for whatever it 
promised to their employees. The right blend depends on individual company and industry. 
Variable pay structure promotes a flexible wage system that can respond to, and support company 
priorities and needs, according to the company’s Financial Performance. 
In Singapore, the desired level of the Monthly Variable Component is 10% and this can be built up 
over a few years partly from wage increases and partly from existing basic wage. When business 
performance is extremely poor as measured by an agreed trigger point, the Monthly Variable 
Component allows companies to retain employees by varying the Monthly Variable Component 
amount and managing the wage costs. The agreed trigger points are taken from the Key 
Performance Indicators (KPIs), which must be properly communicated to affected employees to 
gain understanding and acceptance. 
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The Annual Variable Component is linked to company’s performance and individual performance. 
The targeted level of Annual Variable Component can be 20% of annual wages for rank-and-file 
employees and higher percentage for middle and senior management 
As an example, a pay philosophy for a small company may consist of: 

• Pay a competitive base salary – May not be an aggressive one, but a salary comparable to 
what an employee could get somewhere else.  

• Offer equity in the company to all employees, so that they can reap the rewards of the 
company. Profit sharing motivates employees. 

• Be aggressive in the total overall compensation through incentives. If, for example, an 
employee is below market by RM20,000 in base pay, provide RM5,000 signing bonus; a 
RM5,000 retention bonus; and a RM10,000 incentive. Incentive programs should be 
designed so that high-performance people get high compensation. 

Pay philosophy must be done correctly in order to avoid below the market payment to employees, 
as shown below: 

Traditional Pay Incentive Pay Earnings at Risk

Market Rate 
of Pay

Merit

Base PayBase Pay Base 
Pay

Base 
Pay

Base 
Pay

Base 
Pay

NoNo--Cap Cap 
IncentivesIncentives

Below 
Market 
Pay at 
Risk

IncentivesIncentives

Permanent Increase in Base Pay

Pay Re-earned each Performance Period

Traditional Pay Incentive Pay Earnings at Risk

Market Rate 
of Pay

Merit

Base PayBase Pay Base 
Pay

Base 
Pay

Base 
Pay

Base 
Pay

NoNo--Cap Cap 
IncentivesIncentives

Below 
Market 
Pay at 
Risk

IncentivesIncentives

Permanent Increase in Base Pay

Pay Re-earned each Performance Period

 

Varying Performance Measures by Organisational Levels 
The basis of annual bonus or merit pay is based on long-term and annual objectives. This way, it 
focuses managers to the work at hand and for long-term organisational survival. 

Organisational Level Basis For Annual Bonus/ Merit Pay 

Corporate 75% On Long-Term Objectives 
25% On Annual Objectives 

Business Units 50% On Long-Term Objectives 
50% On Annual Objectives 

Functions 25% On Long-Term Objectives 
75% On Annual Objectives 
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Scoring Mechanism 
Once the scorecard is developed and implemented, we would need to assign numeric values to the 
pre-set targets. A sample scoring mechanism is shown below: 

Below Average - 
Performance is 
Not Acceptable 

(NA) 

Average (AV) Above Average – 
At Stretch (AT) 

Exceptional – 
Outstanding 

Performance (OS) 

Score “0” Score “1” Score “2” Score “3” 
Not Applicable 0.01 – 1.00 1.01 – 2.00 2.01 – 3.00 

Any achievement 
equal/ below a 

Threshold Target will 
NOT be rewarded 

Achieving above 
Threshold to Mid-

Point Target 
 

Achieving above Mid-
Point to Stretch Target 

 

Achieving above 
Stretch Target 

NA Performer – No 
bonus. 
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AV Performer – 0.5 X 
Monthly Salary. 
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X Monthly Salary. 
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OS Performer – 1.5 X 
Monthly Salary. 

One key issue is the fixing of compensation upon achieving the pre-determined targets. From the 
above example, the company must be committed in paying the employee: 

• 0.5 times monthly salary for an average (AV) performance grading. 
• 0.75 times monthly salary for an above average (AT) performance grading. 
• 1.5 times monthly salary for an outstanding (OS) performance grading. 

In most cases, the employee would only be able to achieve an AT performance grading if the 
Stretch Targets are set correctly. 
If we want to split the discretionary bonus payments over a half-yearly or quarterly basis, we can 
use the simple format below: 

 Yearly Half-Yearly Quarterly 
Average (AV) Performance Grading 0.5 0.25 0.13 
Above Average (AT) Performance 
Grading 0.75 0.35 0.15 

Outstanding (OS) Performance Grading 1.5 0.75 0.35 

These scoring grading can be customised to your company’s system and culture. 

Compute Scores and Reward Employees 
Compute employee’s weighted composite score through measuring, scoring and evaluating their 
actual performance and behavioural competencies against their Personal Scorecard on a quarterly 
(regularly) basis so that reward is immediately given and corrective action taken. 
Align half-yearly performance appraisals/ interviews and systems/ process review around the 
following, where there are follow-up evaluations: 

• Identifying, developing and enhancing employee strengths. 
• Improving individual performance and competencies, thus reducing any performance and 

competency gaps.  
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An example of the performance scoring on four scorecard perspectives is shown below, based on 
the abovementioned sample scoring mechanism: 

Perspectives Illustrative 
Measures 

Illustrative Threshold 
Targets Weighting Self-

Scoring 
Team-
Scoring 

Final-
Scoring 

Financial 
Gross Annual 
Revenue/ Total 
Staff 

RM 1 Mil 30% 2 2 
2 

(0.6) 

Customer 
(Internal/ 
External) 

Customer 
Ratings 

80% High Score 
(Perception Scale – 
High, Met, Low) 

30% 3 2 
2 

(0.6) 

Internal 
Process 

Turnaround 
(Days) 

95% On Time Delivery 
(Promised Deadline) 20% 3 3 

3 
(0.6) 

Learning/ 
Growth 

Employee 
Satisfaction 
(Employee 
Opinion Survey) 

70% Agree (Perception 
Scale – Agree, Neither 
Agree/ Disagree, 
Disagree)  

20% 1 0 
1 

(0.2) 

  Total 100%    

  Composite Personal 
Scorecard Score    2 (AT) 

Note that there can be a team 360-degree performance scoring by the individual team members of 
the group in a mutual trust and respect environment, in addition to a self-evaluation score. Gaps 
between team and self-scores are discussed and reasons for performance, competencies and 
perception gaps are identified.  
Blind spots of individuals, performance gaps known to others but not to self, are formally 
communicated to the individual. 
Such open two-way communications provides opportunities for employees to “defend” their self-
scores based on factual evidence of performance that might not be known to that superior. This 
eliminates any form of subjectivity, “rumour-mongering” or “politicking”. 
Competencies, key and job, are scored and weighted. The final combined performance and 
competency weighted scores are computed and the final discretionary bonus payable is determined 
based on predefined compensation scheme. In this case, this employee scoring an OS would get 1.5 
times his or her monthly salary in their next pay cheque. There are no more adjustments or “bell-
curve” manipulation or force ranking. 

Scorecard 
Components Weighting Individual Score (Unweighted) Weighted 

Performance 
Measures/ Targets 70% 2 1.4 

Core Competencies 30% 2.3 0.69 
  Composite Score 2.09 
  Rating Outstanding Performer 
  Bonus 1.5 X Monthly Salary. 
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Normalising Composite Scores 
Reinforce the credibility and integrity of performance targets through principled normalisation of 
operating results/ performance across all Business Units and Support Services, throughout the 
company. 
Ideally, we would like the distribution of individual composite scores throughout the company to be 
equal, despite differences in management/ managerial styles of individual people and other 
controllable and uncontrollable factors. Only then can evaluations be considered comparable.  
Where necessary, reward employees objectively based on normalised relative composite scores and 
job size grading (through job evaluation), weighted on variable rather than fixed contractual bonus, 
and with higher payout differential based on performance. 

Paying Fairly 
Compute quantum of financial rewards based on these normalised and weighted scores, and pay 
employees promptly and fairly.  
Paying people fairly is good for business. Underpay, and employees will eventually look for a better 
offer. Overpay, and the payroll budget and profitability will suffer. 
Ensure that personal performance measures and targets are relevant before linking financial 
rewards system to specific targets. Financial rewards given too early may motivate the wrong 
behaviour. 
Avoid changing or moving the compensation goal post by promising a discretionary bonus payment 
upon achieving certain targets but withdrawing it at the time scheduled to make the payment or at 
the last minute. The compensation quantum must be fixed – Avoid “stick without carrot” 
syndrome. Otherwise, never dangle a performance “carrot” in front of the employee when the 
company is not prepared to honour it and/ or changes the performance-reward rules half way by 
reducing or withdrawing the discretionary bonus incentive payments altogether. If it is contractual, 
then there is no choice but to pay the amount. 

Constant Investigations/ Improvements Required  
Use performance results to trigger investigations and improvements to processes, practices, 
measurement, performance and reward systems. Timely corrective actions must be taken to rectify 
performance gaps and competency deficiencies, and to calibrate performance standards, where 
required. 
Establish a process for root cause analysis and develop corrective action plans. Use techniques like: 

• Deming Wheel PDCA (Plan/ Do/ Check/ Act); or 
• Six Sigma’s DMAIC (Design/ Measure/ Analyse/ Improve/ Control). 

Collect and integrate customer, employee and stakeholder feedback and ratings for continuous 
improvement initiatives in strategies, processes, capabilities and practices. 

Performance-Linked Wage Increase 
Any merit salary adjustments, either yearly or half-yearly, must be performance-linked and based 
primarily on the individuals’ composite performance measurement and competency scores and 
(half-year) behavioural performance appraisal, which is more subjective in nature.  
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The entire process is shown below: 

Implementation, Communication, MonitoringImplementation, Communication, Monitoring

Pay Pay 
PoliciesPolicies

Pay StructurePay Structure
(Grade, Range)(Grade, Range)

Individual PayIndividual Pay

Job EvaluationJob Evaluation
(Job Size)(Job Size)

Pay Surveys Pay Surveys 
(Benchmarking)(Benchmarking)

Regression AnalysisRegression Analysis

StrategyStrategy

ScorecardScorecard

Performance Performance 
DataData

Balanced Balanced 
Measures/ TargetsMeasures/ Targets

Job and Key Job and Key 
CompetenciesCompetencies

ExecutionExecution

MeasurementMeasurement
(Quarterly)(Quarterly)

AppraisalAppraisal
(Half Yearly)(Half Yearly)

ScoringScoring

ImprovementsImprovements

Pay Increase MatrixPay Increase Matrix

% Annual % Annual 
IncreaseIncrease
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% Annual % Annual 
IncreaseIncrease

 

To determine the prevailing salary level for a job, companies can "benchmark" jobs against external 
compensation surveys that are detailed and specific to the companies' industry and geographical 
regions.  

Perform Job Evaluation 
Perform Job Evaluation to determine the relative value of job and job size to the company as a 
whole in order to determine appropriate levels of compensation. Job Evaluation techniques include: 

• Job Ranking - Order jobs in terms of value to the company. 
• Job Classification - Place jobs in categories and rank the categories (or salary grades) by 

value. 
• Factor Comparison - Compensation based on comparison with “key” or “landmark” jobs. 
• Point System - Identify compensable job factors, assign points for levels of each factor and 

compensation based on total number of points for each job. 

Compensation surveys can be purchased from reputable HR Consulting companies or benchmarked 
against other published salary numbers based on job description or scope.  
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A generic outcome is shown below: 

Job Evaluation Ratings

Market

Wage

Rates

Predicted
Y-values

Trend Line
Based on Least 

Squares Equation:
Y= a + b [x] 

Outliers

Outliers

Job Evaluation Ratings
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Wage
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Trend Line
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Squares Equation:
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Outliers

Outliers

 
Outliers are benchmark jobs that have wage rates greater than say 15% to 20% above or below the 
pay Trend Line.  
Red Circle jobs are those whose incumbents (i.e., employees) are currently paid higher than is 
justified by the Pay Classification guidelines. Green Circle jobs are those whose incumbents are 
currently paid lower than the Pay Classification guidelines suggest.  
A sample outcome of a Job Evaluation exercise is a graph (see below), showing the relationship 
between RM pay and job size points. An average line is drawn. This will give us a graphical 
representation of how far each position is away from the average and the degree of clustering. 
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Note that a Job Evaluation is not a way to give an employee a raise, or reward superior 
performance, or adjust salaries upward to meet salary rates paid in the market for certain positions. 
Instead, Job Evaluation helps companies in determine who is over- or under-paid and who needs to 
be given more job responsibility through a gradual job enlargement process.  
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Pay Structures 
Pay Structures are useful for standardising compensation practices. Most pay structures include 
several grades - with each grade containing a minimum salary/ wage and step increments or grade 
range based on the results of the Job Evaluation exercise.  
The two leading types of Pay Structures: 

• Internal Equity Method - Uses a tightly constructed grid to ensure that each job is 
compensated according to the jobs above and below it in a hierarchy. 

• Market Pricing - Each job is tied to the prevailing market rate.  

Regression Analysis 
Regression Analysis is performed on the results of the Job Evaluation and Pay Structure to gain an 
understanding of its statistical fit. A simple regression analysis estimates the relationship between 
the dependent variable and one independent variable. The regression equation and regression line 
are derived using the least-squares technique. 
Percentage (annual) increment must be determined by management, say “5%”. The actual 
increment to be received by each employee is based on a combination of the following: 

• Average yearly performance scores for the total workforce. 
• Job Evaluation points or job size. 
• Regression Analysis and Compa-Ratio. 
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The entire process is shown in the diagram below: 

Company A
Points Pay Mid P Comp y  +2SD  -2SD R&F/S Exe

142 250.00 400 0.625 1 0 0 0 0 Main Regression Output: 305 786 -175 357 -1,132
142 250.00 400 0.625 1 0 0 0 0 Constant -636.437 305 786 -175 357 -1,132
142 250.00 400 0.625 1 0 0 0 0 Std Err of Y Est 240.36344 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 R Squared 0.8762903 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 No. of Observations 30 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 Degrees of Freedom 28 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 X Coefficient(s) 6.6330226 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 Std Err of Coef. 0.4709886 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 305 786 -175 357 -1,132
142 350.00 400 0.875 0 1 0 0 0 305 786 -175 357 -1,132
142 400.00 400 1.000 0 0 1 0 0 R&F/Supr. Regression Output: 305 786 -175 357 -1,132
165 600.00 550 1.091 0 0 0 1 0 Constant -327.8759 458 939 -23 468 -835
165 700.00 550 1.273 0 0 0 0 1 Std Err of Y Est 122.25864 458 939 -23 468 -835
165 750.00 550 1.364 0 0 0 0 1 R Squared 0.7213629 458 939 -23 468 -835
173 600.00 550 1.091 0 0 0 1 0 No. of Observations 23 511 992 30 506 -732
173 600.00 550 1.091 0 0 0 1 0 Degrees of Freedom 21 511 992 30 506 -732
173 650.00 550 1.182 0 0 0 0 1 511 992 30 506 -732
215 650.00 875 0.743 1 0 0 0 0 X Coefficient(s) 4.8228606 790 1,270 309 709 -189
241 650.00 875 0.743 1 0 0 0 0 Std Err of Coef. 0.6540901 962 1,443 481 834 147
241 750.00 875 0.857 0 1 0 0 0 962 1,443 481 834 147
241 750.00 875 0.857 0 1 0 0 0 Executive Regression Output: 962 1,443 481 834 147
261 1,050.00 875 1.200 0 0 0 0 1 Constant -2966.799 1,095 1,576 614 931 405
337 1,400.00 1,375 1.018 0 0 1 0 0 Std Err of Y Est 395.87591 1,599 2,080 1,118 1,297 1,387
344 1,850.00 1,375 1.345 0 0 0 0 1 R Squared 0.6862253 1,645 2,126 1,165 1,331 1,477
346 1,544.50 1,375 1.123 0 0 0 1 0 No. of Observations 7 1,659 2,139 1,178 1,341 1,503
356 1,250.00 1,375 0.909 0 1 0 0 0 Degrees of Freedom 5 1,725 2,206 1,244 1,389 1,632
356 1,800.00 1,375 1.309 0 0 0 0 1 1,725 2,206 1,244 1,389 1,632
406 1,700.00 1,845 0.921 0 1 0 0 0 X Coefficient(s) 12.919081 2,057 2,537 1,576 1,630 2,278
449 3,200.00 1,845 1.734 0 0 0 0 1 Std Err of Coef. 3.9068091 2,342 2,823 1,861 1,838 2,834

Proposed Pay Scale
Points Range Low Mid Hi

30 Total 12 5 2 4 7  60-80 20 23 25 28 30
1.000 Fr 0.400 0.167 0.067 0.133 0.233  80-100 80 90 100 110 120

 110-130 200 225 250 275 300
 140-160 320 360 400 440 480
 160-200 440 495 550 605 660
 200-300 700 788 875 963 1,050
 300-400 1,100 1,238 1,375 1,513 1,650
 400-500 1,476 1,661 1,845 2,030 2,214
 500-600 1,876 2,111 2,345 2,580 2,814

Total 5.00%
Mid-Incr. 4.5% 100.0% 75.0% 50.0% 25.0%
Main Step 25.0% 9.1% 7.9% 6.8% 5.7%
Step Up 0.0% -25.0% -75.0% -150.0% -225.0%
Step Down 25.0% 3.4% 1.1% -2.3% -5.7%

3.4% 1.1% 0.0% 0.0%
Compa-Ratio

No. In 12 5 2 4 7 30
% 40.0% 16.7% 6.7% 13.3% 23.3% 100.0%

No. in In Gr. Perf. <0.85 0.85-0.95 0.95-1.05 1.05-1.15 >1.15
1 3.3% 5 9.1% 7.9% 6.8% 5.7% 4.5%

14 46.7% 4 7.9% 6.8% 5.7% 4.5% 3.4%
5 16.7% 3 6.8% 5.7% 4.5% 3.4% 1.1%

10 33.3% 2 5.7% 4.5% 3.4% 1.1% 0.0%
0 0.0% 1 1.1% 1.1% 0.0% 0.0% 0.0%

30 100.0%

Pay Structure

Regression 
Analysis

Pay Increase 
Matrix

Job EvaluationJob Evaluation

ScoresScores

Company A
Points Pay Mid P Comp y  +2SD  -2SD R&F/S Exe

142 250.00 400 0.625 1 0 0 0 0 Main Regression Output: 305 786 -175 357 -1,132
142 250.00 400 0.625 1 0 0 0 0 Constant -636.437 305 786 -175 357 -1,132
142 250.00 400 0.625 1 0 0 0 0 Std Err of Y Est 240.36344 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 R Squared 0.8762903 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 No. of Observations 30 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 Degrees of Freedom 28 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 X Coefficient(s) 6.6330226 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 Std Err of Coef. 0.4709886 305 786 -175 357 -1,132
142 300.00 400 0.750 1 0 0 0 0 305 786 -175 357 -1,132
142 350.00 400 0.875 0 1 0 0 0 305 786 -175 357 -1,132
142 400.00 400 1.000 0 0 1 0 0 R&F/Supr. Regression Output: 305 786 -175 357 -1,132
165 600.00 550 1.091 0 0 0 1 0 Constant -327.8759 458 939 -23 468 -835
165 700.00 550 1.273 0 0 0 0 1 Std Err of Y Est 122.25864 458 939 -23 468 -835
165 750.00 550 1.364 0 0 0 0 1 R Squared 0.7213629 458 939 -23 468 -835
173 600.00 550 1.091 0 0 0 1 0 No. of Observations 23 511 992 30 506 -732
173 600.00 550 1.091 0 0 0 1 0 Degrees of Freedom 21 511 992 30 506 -732
173 650.00 550 1.182 0 0 0 0 1 511 992 30 506 -732
215 650.00 875 0.743 1 0 0 0 0 X Coefficient(s) 4.8228606 790 1,270 309 709 -189
241 650.00 875 0.743 1 0 0 0 0 Std Err of Coef. 0.6540901 962 1,443 481 834 147
241 750.00 875 0.857 0 1 0 0 0 962 1,443 481 834 147
241 750.00 875 0.857 0 1 0 0 0 Executive Regression Output: 962 1,443 481 834 147
261 1,050.00 875 1.200 0 0 0 0 1 Constant -2966.799 1,095 1,576 614 931 405
337 1,400.00 1,375 1.018 0 0 1 0 0 Std Err of Y Est 395.87591 1,599 2,080 1,118 1,297 1,387
344 1,850.00 1,375 1.345 0 0 0 0 1 R Squared 0.6862253 1,645 2,126 1,165 1,331 1,477
346 1,544.50 1,375 1.123 0 0 0 1 0 No. of Observations 7 1,659 2,139 1,178 1,341 1,503
356 1,250.00 1,375 0.909 0 1 0 0 0 Degrees of Freedom 5 1,725 2,206 1,244 1,389 1,632
356 1,800.00 1,375 1.309 0 0 0 0 1 1,725 2,206 1,244 1,389 1,632
406 1,700.00 1,845 0.921 0 1 0 0 0 X Coefficient(s) 12.919081 2,057 2,537 1,576 1,630 2,278
449 3,200.00 1,845 1.734 0 0 0 0 1 Std Err of Coef. 3.9068091 2,342 2,823 1,861 1,838 2,834

Proposed Pay Scale
Points Range Low Mid Hi

30 Total 12 5 2 4 7  60-80 20 23 25 28 30
1.000 Fr 0.400 0.167 0.067 0.133 0.233  80-100 80 90 100 110 120

 110-130 200 225 250 275 300
 140-160 320 360 400 440 480
 160-200 440 495 550 605 660
 200-300 700 788 875 963 1,050
 300-400 1,100 1,238 1,375 1,513 1,650
 400-500 1,476 1,661 1,845 2,030 2,214
 500-600 1,876 2,111 2,345 2,580 2,814

Total 5.00%
Mid-Incr. 4.5% 100.0% 75.0% 50.0% 25.0%
Main Step 25.0% 9.1% 7.9% 6.8% 5.7%
Step Up 0.0% -25.0% -75.0% -150.0% -225.0%
Step Down 25.0% 3.4% 1.1% -2.3% -5.7%

3.4% 1.1% 0.0% 0.0%
Compa-Ratio

No. In 12 5 2 4 7 30
% 40.0% 16.7% 6.7% 13.3% 23.3% 100.0%

No. in In Gr. Perf. <0.85 0.85-0.95 0.95-1.05 1.05-1.15 >1.15
1 3.3% 5 9.1% 7.9% 6.8% 5.7% 4.5%

14 46.7% 4 7.9% 6.8% 5.7% 4.5% 3.4%
5 16.7% 3 6.8% 5.7% 4.5% 3.4% 1.1%

10 33.3% 2 5.7% 4.5% 3.4% 1.1% 0.0%
0 0.0% 1 1.1% 1.1% 0.0% 0.0% 0.0%

30 100.0%

Pay Structure

Regression 
Analysis

Pay Increase 
Matrix

Job EvaluationJob Evaluation

ScoresScores

 

Aligning/ Linking HR to Strategy  
One key outcome from the development and implementation of the Corporate Scorecard is the 
development and enhancement of a human resource infrastructure that will align performance 
results across individuals, teams, Support Services and Business Units with organisational 
performance and corporate objectives and strategies. 
Areas of benefits are as follows: 

• Staffing – Committed work can be effectively matched against required resources and 
qualified individuals are recruited, selected, and transitioned into the right jobs, based on the 
right performance measures and job competencies.  

• Communication and Co-ordination – There is timely communication across the organisation 
and amongst Business Units and Support Services, whereby the workforce has the skills, 
platform and means to share information and co-ordinate their activities efficiently. The 
scorecard brings commonality in understanding each others problems, deliverables and 
constraints – all for the sake of meeting customer’s expectations. 

• Performance Management - Measurable performance objectives related to an individual’s 
committed work are established, with individual performance objectively measured, 
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discussed and continuously enhanced through quarterly performance measurement 
exercises. Individuals can be held accountable and responsible for their actions. Personal 
Scorecards, functioning as job descriptions, are constantly updated. Performance evaluation/ 
appraisals are conducted half-yearly to receive qualitative feedback from the employee, 
setting goals for long-term improvement through Performance Improvement Plans. 

• Training and Development - Individuals are trained or developed with the right skills and 
competencies required to perform their job, based on their Personal Scorecard. This enables 
individuals to achieve their long-term career objectives. Training and development activities 
becomes more targeted and customised, aim primarily in bridging specific performance and 
competency gap of individuals. The Personal Scorecard creates an environment whereby 
everyone can take personal responsibility to equip themselves with skills and knowledge to 
achieve their personal targets, and this could be done through Personal Improvement Plans. 

• Compensation - Individuals are objectively rewarded with allocated and agreed 
remuneration and benefits based on their personal contribution and value to the organisation. 
Job evaluations are also conducted to align salary levels across the organisation. 
Compensation is then directly tied to measurable and controllable outcomes and relative 
positioning on the job evaluation graph. 

• Competency Development - Knowledge, skills, and abilities required to perform the 
organisations’ business activities are identified through scorecading. These are developed, 
used and enhanced to perform their assigned tasks and responsibilities. Since job 
competencies are closely aligned to the Corporate Scorecard, competency-based assessment 
becomes more effective and objective. Isolating the development of competency-based 
assessment from the scorecard development would create an execution gap through 
misalignment of corporate strategy. 

• Manpower Planning – Scorecading clarifies manpower planning and co-ordinates workforce 
activities with current and future business needs. Manpower planning becomes more certain 
over a longer-term period. 

• Participatory Culture – Scorecading ensures a continuous flow of information throughout 
the organisation. Individuals become more committed and participate in the decision-
making processes. 

• Empowerment – Scorecading vest individuals with the responsibility, authority and 
accountability for determining how to conduct their job most effectively to achieve the 
business objectives. 

• Continuous Improvement and Innovation – Scorecading provides a foundation for 
individuals and teams to continuously improve their skills, competencies and capabilities, 
and improving on internal processes. Individuals can take pride in finding the most efficient 
and effective way of satisfying customer’s needs and expectations. 
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Govern and Re-Align 

Develop a Performance Culture 
A Performance Culture is one in which everyone knows the goals and consistently values and 
achieves high performance.  
In a poorly focused Performance Culture, the management team can quickly abandon corporate 
goals in the face of threat because the only unifying factor is social relationships. 
A summary of what Performance Culture versus a Traditional Culture is shown below: 

Performance Culture Traditional Cultures 

High levels of involvement in planning and execution 
from key players in the endemic culture. Employee involvement at the discretion of the manager. 

Strong focus on goals, goal setting and achievement at 
every level.  

Goals are the responsibility of the leader and local 
manager.  

Public and frequent reporting on goals including 
financial information.  

Information on finances, performance and goals 
controlled by the local manager and leadership.  

Real-time direct feedback on performance from 
multiple sources.  

Feedback is generally from manager or leader down to 
employees with long delays.  

Strong emphasis on “treatment of others” issues; that is, 
how people should be treated and how they should treat 
others.  

People issues treated at the discretion of the local leader. 

No focus on position status, emphasis on performance 
status,  

Status an important part of position. System uses status 
as a reward and control method.  

High value on co-operation and team responsibility for 
goals.  

Co-operation encouraged but not part of the work 
design.  

High levels of recognition and praise from all 
directions.  

Praise and recognition at the discretion of the local 
manager.  

Use of both individual and team accountability 
processes.  Accountability only at the individual level.  

Significant involvement of non-managers in hiring 
decisions.  Hiring entirely controlled by management.  

Leadership potential developed in everyone . Leadership in the formal leaders and managers or at 
their discretion.  

Focus on individual and group responsibility.  Focus on entitlements and management direction.  

Accountability for leadership to act as stewards of the 
human as well as the physical resources.  

Manager accountably mostly for result, less regard for 
human resource development.  

Use of a development model for employee and 
organizational growth.  

Use of a more mechanical or rigid model of employee 
and organizational development.  

Good performance measures indicate whether the activity was done right (efficiency) and whether 
the activity was the right thing to do (effectiveness). Output measures assess efficiency. Outcome 
measures assess effectiveness. 
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A good scorecard provides managers with a comprehensive view of the Business Unit or company 
and its Performance Culture. 
Embed or integrate the measurement process and measures as part of the organisational culture and 
practices. 
Monitor, review and self-assess scorecard implementation by regularly assessing the impact and 
effect on individual, team and organisational performance, and business processes. 

Continually Realign Measures and Targets 
Close actual performance and competency gaps, and realign weighted measures and targets based 
on strict business needs to meet stakeholders and customer requirements, and key business process 
objectives. 
Achieve a good balance between getting results today and developing the organisational and team 
capacity and capability to generate long-term results and future stakeholder value. 

Feedback, Revision and Fine-Tuning 
Provide opportunities for feedback, recognition, and reward, thereby enhancing understanding, 
improving two-way communication, and providing valuable and constant feedback.  
Give recognition and praise where it is due immediately after the positive action. These may not 
cost the company – but goes a long way to motivating positive behaviours. 
A process for reviewing, modifying and deploying measures is developed, where it becomes part of 
regular processes across all functions and levels, thus ensuring that all employees are marching to 
the beat of one drum. 

Avoid “Layering-On” 
Update scorecards regularly by avoiding “layering-on” new measures onto old measures, or failing 
to discard measures reflecting old priorities, thus confusing performance priorities, diluting the 
scorecard impact and having a diverse set of measures that are not consistent and synergised. 

Lastly, Keep It Simple 
Keep Performance Management and reward systems simple, because if we can’t understand it, the 
‘masses’ won’t understand it either.” 
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Making It Happen 

Coherent and integrated human resource strategies are only likely to be developed if the 
management team understand and act upon the strategic imperatives associated with the 
employment, development and motivation of people.  
No single aspect of personnel and development strategy should be considered in isolation. The 
synergy that can result from this process means that the impact of the whole set of practices on 
organisational effectiveness will be far greater than the sum of its parts.  
This implies that bundles may be the way forward for organisations in determining which practices 
to adopt. But managers must have adequate knowledge about context, direction and purpose if they 
are going to design the optimum bundle to maximise performance in their organisation, which is 
likely to be unique to their particular circumstances. 
Examples of some high performance work system practices: 

• Use one or more employment tests administered prior to hiring or selection. 
• Promotions are primarily based upon merit or performance, as opposed to seniority. 
• Employees are hired following intensive or extensive recruiting. 
• Routinely administered employee attitude surveys (sample available) to identify and correct 

employee morale problems. 
• Have programs designed to elicit participation and employee input (e.g., quality circles, 

problem-solving or similar groups). 
• Employees have access to a formal grievance and/ or complaint resolution and management 

system. 
• Employees are provided operating and Financial Performance information, including 

information on strategic plans. 
• Employees receive formal performance appraisal and feedback on a routine or regular basis. 
• Formal performance feedback from more than one source (i.e., from several individuals 

such as supervisors, peers, etc.) 
• Compensation partially contingent on performance. 
• Pay is based on competencies or knowledge-based system (versus a job-based system), as 

opposed to the particular job that they hold. 
• Provide intensive or extensive training in company-specific skills (i.e., task or organisation-

specific training) and generic skills (e.g., problem-solving, communication skills, etc.) 
• Employees are trained in a variety of jobs or skills (cross training) and/ or routinely 

performing more than one job (are cross utilised) 
• Employees are organised in self-directed teams in performing a major part of their work 

roles. 
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It is necessary, therefore, through scorecading to measure human resource outcomes reflected in 
employee attitudes and behaviour; internal performance such as productivity and quality of goods 
and services; and external indicators such as sales and Financial Performance. 

High Performance Human Resource Practices Measurement dimensions 

Selection and recruitment Sophistication of processes (e.g. use of psychometric tests, clear 
criteria for selection, structured interviews) 

Training Sophistication and coverage of training 

Appraisal Coherence and coverage of appraisal system 

Skill flexibility Flexibility of work skills/ competencies 

Job variety Variety in jobs (e.g. job rotation) 

Job responsibility Level of responsibility in jobs for various tasks and problem-
solving 

Team work Use of teams 

Communication Frequency and comprehensiveness of communication to 
workforce (e.g. newsletter, briefing groups, meetings between 
top management and work force) 

Quality improvement teams Use of quality improvement teams 

Harmonisation Extent of harmonised terms and conditions 

Comparative pay Extent to which levels of pay are higher or lower than the 
competition 

Incentive compensation systems Use of individual or group incentive compensation (e.g. merit 
pay) 
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Case Study, Support for Scorecading 

The author wrote this 1999 article in the Malaysian New Straits Times, in response to the question 
of whether there are any tangible benefits in doing scorecading. The article speaks for itself. It does 
work! 

^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^ 

Managing People for Improved Profitability in Service Industry 
In today’s competitive environment, not constantly seeking new and improved ways to handle your 
organisational challenges puts you in a high-risk situation that could ultimately force you out of 
business. The economic downturn in recent years did not help either. Many industries, including the 
hospitality industry in Malaysia, were hit. Many Hotels are not operating profitably - some are in 
severe financial difficulties. 
New programs such as Total Quality Management, reengineering, and restructuring did bring 
results. But unless organisational changes also begin to focus on people at every level throughout 
the organisation, efforts to transform your business in the hope of competing more effectively and 
profitably will be met with disappointing results.  
The fundamental problem does not lie in the task that is performed and the people performing the 
task, but it is in the structure of the work processes and the organisation’s work environment (that 
is, the context or culture) itself. Existing processes and work environment needs to be rationalised 
or change in order to increase profits and reduce cost. 
Organisations can potentially reduce 48% of staff numbers and reduce 53% of total payroll cost, 
with a guest satisfaction of over 99%. 
Do not fix the people – fix the work process and improve the organisation’s operating or work 
environment. By changing the context where people work, we are making them function more 
effectively, with greater confidence and success. 
Managing people for improved profitability requires two approaches. Firstly, to restructure internal 
work processes for greater efficiency and effectiveness. Secondly, to change and enhance the 
context in which people work, thus creating an environment where employees, your greatest asset, 
can naturally excel and grow. Treat your employees not as a liability to the organisation but truly an 
asset. 
The principles and methods mentioned in this article is not unique to the hotel industry but could 
also be applied elsewhere. Using a case study method, this article seeks to highlight various Human 
Resource Practices that could be applied in other organisations. 

Restructuring Processes for Improved Profitability 
Typically in an organisation, receiving the customer’s purchase order, processing, creating internal 
sales order, credit approval, picking of goods from the storeroom, and shipping are separated out 
and departmentalised. Managers subsequently lose sight of the larger picture of getting the goods to 
the hands of the customer who orders them. But if the customer does not get their orders, these 
individual tasks are ineffective and meaningless. 
Many of these task are performed to meet internal demands of the organisation, adding no value 
whatsoever. It has nothing to do with meeting customers’ needs: providing high quality service, 
reducing cost, increasing operating profits or providing excellent service.  
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Traditionally, in a Hotel, the Front Office functions include reservations, registration, room and rate 
assignment, Guest services, maintenance and settlement of Guest accounts, and creation of Guest 
history records. In larger hotels, the Front Office is often organised along functional lines, with 
different employees handling separate operational areas. 
The Front Office supports many positions with considerable separation of job duties. These 
typically include:  

• A front desk employee who checks people into their hotel room and maintains the room 
status. S/ He will be busy when there are Guest checking in. 

• A cashier who handles money, post charges, and checks people out of the hotel. S/ He will 
be busy when there are Guest making payment to settle their hotel bill. 

• A telephone operator who manages the switchboard and places wake-up calls. S/ He will be 
busy when there are requests for operator-assisted and wake-up calls. 

• A reservations employee who takes reservations and keeps reservation records in order. S/ 
He will be busy when there are reservations to be made. 

Our observations of the traditional Front Office processes are as follows:- 
• Duplication or overlap of job functions (for example, between Cashier and Front Office 

employee); 
• Under-utilised staff (staff have nothing to do, after completing their assigned job); 
• High amounts of slack time (staff is not working the full 8 hours, as required in their 

Employment Contract); 
• High levels of overtime, uncontrollable at times (especially during peak times); and 
• Excessive layers of managers and supervisors (Front Office Manager, Duty Manager and 

Assistant Managers performing similar functions), which is costly to the organisation. 

In a Hotel turnaround exercise, three basic options are available to reduce the level of effort 
expended in a process in order to be profitable:- 

• Eliminate non-essential tasks. 
• Increase productivity by: 

o Delegating peak task to under-utilised staff; and 
o Reducing human effort through information technology. 

• Educating employees to handle a wider variety of task (to increase back-up capacity). 
• Clarify responsibilities and authority to eliminate confusion and overlap. 

Several Jobs Are Combined Into One 
For example, we found that the busiest periods for Front Office staff were during check-in and 
check-out. They usually occur after breakfast and after lunch - at most 5 hours per day. Non-
essential tasks were eliminated and all staff are trained to handle a wider variety of Front Office 
tasks. We then determined the optimum number of staff required at each shift, based on the tasks 
and processes required to be done by each staff in Front Office. The highs and lows of guest activity 
are factored into our re-engineering efforts. 
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The Result 
The financial figures clearly shows that compared with the traditional and a re-engineered hotel, 
there is an immediate cost reduction: 

 Traditional 
Hotel 

Re-engineered Hotel (Before 
Salary Adjustments) 

Re-engineered Hotel (After 
Salary Adjustments) 

Total number of Front Office Staff 27 13 13 
Total monthly salaries RM 31,500 RM 18,450 RM 16,550 

 

Proper Job Evaluation was done where pay scales were rationalised and adjusted to reflect actual 
job content of each job position and the monetary compensation that was associated with that job.  
The total Front Office staff numbers and total payroll cost were reduced by about 48% and 53% 
respectively in the re-engineered Front Office operation compared with a traditional Front Office 
set-up.  
We scheduled more staff for short periods to serve customers during peak periods with the 
assistance of Staff from Accounts or administration areas. We only man the Front Office desk on 
minimal staffing during off-peak or normal periods. All Front Office, Accounts and administration 
staff were cross-trained and given skills to do all other Front Office functions. Most of all, we 
required all employees to work a full 8 hours for the company.  
The receptionist was re-trained in answering telephone calls and taking room reservations, thus 
performing both the task of an operator and the reservation. The operator was given reception and 
cashiering duties. Accounts or administration staff were rotated to Front Office for 3 months to 
acquire new skills, to act as back-up and to appreciate the work and problems faced by the Front 
Office staff. This will also foster inter-departmental team work in the long term, especially when 
the Front Office and Accounts Staff are traditionally known to have work conflicts. 
We have also compressed and re-organised the responsibility for various processes in the Front 
Office – resulting in fewer staff in each shift.  
In summary, each staff on duty was expected to perform the whole Front Office process and serve 
as the single point of contact for the Guest.  
Such integrated processes have reduced man-power requirement and process administration 
overheads and minimised co-ordination errors between employees. 

Creating New Operating System for Improved Profitability 
Fixing people never works. Neither does training nor ‘manipulation’ (quotas, financial rewards, 
etc.). 
Individual behaviour is shaped powerfully by the organisational roles they play. The most effective 
way to change individual behaviour is to put people into a new organisational workplace or context, 
with new roles, responsibilities, and relationships. This forces new attitudes and behaviours on 
people. And that is what we did. 
Our employees and customers respond and relate to our Business Values and People Values. Our 
Business Values clarify who are we and why we manage the way we do. People Values like trust, 
loyalty, and feeling part of a larger purpose within the organisation are constantly enforced. People 
want to be great! Trusting people means allowing them to be great – a sense of feeling respected, 
with the room to make mistakes without getting their heads chopped off or be blamed. 
Sadly managers today do not believe that their subordinates can come to work highly motivated, 
able to perform at a higher level than they currently are. Rather, they assume that employees need to 
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be watched, and closely supervised, constantly. The “greatest asset” has become the “greatest 
liability”.  
Our greatest responsibility to our employees we hire is to create conditions for superb performance 
by everyone. We see a manager’s job is to allow and encourage people to play their roles at the top 
of their game, providing them the necessary resources for doing so. This should also be your 
responsibility to your employees.  
The irony is this: we advertise for the “greatest asset”. But by our own creation, we transform these 
assets into liabilities. We then blame our employees for not living up to expectations. 

New Operational, Management and Organisational Structure 
Because employees affected in our reengineered Front Office process assume the responsibility for 
making sure that the Guest’s requirements or requests are met on time, mistake free, they need less 
supervision and control. We encourage empowerment where employees can make limited financial 
decisions without the approval from higher levels. We trust them to make decisions and decision 
making is expected from them. We encourage them to find creative ways to reduce cycle time and 
cost and increase profits within their work areas. We encourage ideas and suggestions from our 
people, not place them under the blanket of rigid bureaucracy. 
As a result, new incentive schemes, performance measures and 360-degree evaluations are 
introduced as a catalyst to increase employee performance and productivity. 

Employees Take Responsibility 
Another result of our (reengineered) integrated process is improved controls. Because the new 
processes involve fewer employees, assigning responsibility for them, monitoring individual 
performance, giving rewards and punishing poor individual performance becomes easier and fair – 
instead of placing blame on other employees or other departments.  
It is within this new values-based context in the workplace in which employees dare to take 
responsibility, creating positive impact on the bottom line. 
Transparency is the key. We let employees know what is going on. We know that when employees 
understand where the business is making money and where it’s losing money, they will be better 
employees for the organisation, able to make better decisions in the interest of the organisation. 
They will be your champions of any cost reduction exercise. Unfortunately, many organisations 
treat their financial and operational data with utmost secrecy so much so that department heads do 
not know whether the entire organisation is making money or not. They do not know their 
department’s impact on the organisation’s bottom line, until it is too late and when retrenchment is 
the only option. 
It is also a fact that employees who interfaced with customers and are knowledgeable about the 
business have a greater capacity to make better decisions. 

Excessive Layers of Managers and Supervisors 
By taking individual responsibility, instead of separating decision-making from real work and 
departmentalising decision-making, decision-making becomes part of our employees work culture. 
Employees now do that portion of a job that managers used to perform. We save on the need to hire 
costly managers. 
For example, we have eliminated and in some cases replaced the Duty Manager’s role with a 
Manager on Duty rotational system where department heads work on rotation to be on stand-by to 
perform the Duty Manager’s role. There is no specific person hired to perform that task, thus saving 
payroll cost. This provides an opportunity for department heads to fully appreciate how the entire 
operations function outside their work area. 
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Traditionally, this job design of a Duty Manager was founded on the assumption that Guest requests 
were unique and difficult to process by the Front Office staff, thereby requiring the intervention and 
decision support of costly Duty Managers. This is true if there is no trust and employee 
empowerment. In fact, we have found out that most Guest request are simple, straightforward and 
can easily be resolved only if employees are entrusted and empowered to make decisions.  

Checks and Controls Are Simplified 
As individual performance measure becomes more effective and individual control becomes easier, 
the conventional processes consisting of detailed checking and control steps (which are costly but 
adds no value to the bottom line) are also minimised. These costly traditional controls were 
included to ensure that people are not abusing the process and strictly following standard operating 
procedures - a sign of lack of trust. However, if there are breaches of trust by the employee, then a 
different mode of management is used. 

Jobs Changed 
Our employees often find that their work is far different from the jobs to which they have been 
accustomed to. They share joint responsibility with their team members in performing the whole 
process, not just a small piece of it. Teamwork grows naturally, not forced upon them. Any 
employee caught saying “It’s not my job” will be severely punished. 
Work becomes more rewarding since jobs have now got a greater component of growth, learning 
and education. Depending on each individual, as an employee’s expertise and experience grows, 
his/ her job grows with it, naturally.  
It is our responsibility to employees to create conditions for superb performance. It is our 
commitment that assets we hire remain assets as long as they work in our organisation. 
This is also a win-win situation for the organisation; improved productivity, reduced overhead and 
payroll costs, increased skills for staff, and reduced boredom from performing one task only.  

• Employees are then motivated to learn new skills and ultimately, to be promoted to higher 
levels, within a short period of time. As an added incentive, Skills Increments are given to 
those who have mastered new skill sets, over and above their current skills.  

• Performance measures shift from activity to results. 

Traditionally when work is fragmented into simple tasks, companies have no choice but to measure 
workers on the efficiency within which they perform these narrowly defined tasks. Sadly, these 
narrowly defined task do not necessarily translate into process improvement or increased profits or 
greater Customer satisfaction. Moreover, many of these traditional performance measures are not 
transparent and objective. 
Employees’ performance must be measured against agreed measures and performance indicators. 
We measure our managers’ and supervisors’ performance against Guest Satisfaction surveys, based 
on the Guest value they create and the long-term business success they generate.  
Four times a year, all employees are individually involved in setting their own performance 
expectations or goals, tracking their own performance, receiving constructive feedback from their 
superiors, peers, customers and direct reports and finally, rating themselves (which is subsequently 
reviewed and approved by management). This builds trust as the organisation is fair, objective and 
transparent in its performance measurement and financial rewards, and they are based on actual 
performance. 
We measure the performance of subordinates on completion of process within standard times, 
mistake free.  



Keeping Scores: Measuring Performance, Rewarding Results 
 

Copyright © 2005 Patrick Ow. All rights reserved worldwide. Page 105 

Other compensation assumptions are also eliminated: paying employees based on seniority; paying 
people just for showing up; contractual bonuses; employee of the month; and giving people a pay 
raise just because another year has passed.  
Traditionally, these policies encourage ‘deadwood’ and poor performers to remain indefinitely 
within the organisation. It is no surprise that organisations remain unprofitable because their Human 
Resource policies encourages and supports poor performance.  
Ask yourself; “Did we hire them that way, or did we create them?” Lets be fair to the “assets” we 
requested for during employee selection and subsequently hired. 

Service Quality to Meet Customer’s Expectations 
Our experience is not confined to Malaysia alone. It was reported that an international 300-room 5-
star hotel originally required up to 40 managers and 200 employees. But by eliminating narrowly 
defined jobs and rethinking antiquated procedures, the international hotel Management Company 
found that it could run a reengineered version of the hotel with only 10 managers and 140 
employees. But with higher Guest satisfaction.  
This can be done in Malaysia. Our figures support this:- 

Star Rated Hotel (Location) Gross Operating 
Profit (%) 

Total Staff to 
Room Ratio 1 

% Met and % High Scores 
(on Guest satisfaction) 2 

3 Star Hotel (Selangor) 33% 0.25 99.34% 
3 Star Hotel (KL) 23% 0.33 96.85% 

4 Star Hotel (Sarawak) 17% 0.58 99.37% 
1 - Total number of Hotel Staff divided by total room count. 
2 - Based on High, Medium and Low Rating 

Hotels do not need a high staff-to-room ratio to deliver 5-star service – both in Malaysia and 
overseas. 
A well-structured working environment (context) and re-engineered organisational processes can 
keep Guest service standards high, at the same time minimising payroll cost and improving 
profitability. 
There are only two focal points in business today: your customers and the profitability of your 
business.  
Service quality is defined by your customers, and not by your management team. How customers 
are greeted on the telephone; the speed with which your sales staff responds to a request for a 
quotation; and even ensuring the invoices are correct defines your service quality. 
Service quality cannot be delivered by virtue of simply hiring more staff or spending more money 
on training, especially if it is provided for in the budget. Does this mean that if we hire or spend less 
than what has been budgeted for, it is good enough or acceptable when the organisation is not 
profitable or service quality is terrible?  
The irony is this. Many people claim that they have good training programs. But having good 
training programs must naturally result in higher productivity, meaning less payroll cost. Otherwise, 
what is the use of training? We also know that we cannot change people by just having good 
training programs. It is training in a structured and re-engineered environment that can produce the 
desired results. 
If customer’s requirements can be met with lower staffing levels, why not. If service quality does 
not suffer, why not. Why not embark on new management styles to help you stay competitive and 
in business – not just in business but to make money. 
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There is nothing worse than having a customer in a restaurant waving frantically to get the attention 
of a group of waiters standing together in a corner having their own private conversation, not being 
attentive. Have you experienced this before? 

Operating Under Difficult Times 
Under today’s difficult operating environment for hotels in Malaysia, a RM19 million 150 room, 
three-star hotel in Kuala Lumpur can only employ a maximum of 40 staff to achieve a Gross 
Operating Profit of 35% (before financial charges) at a minimum 40% occupancy rate. With such 
business constraint, the concept of re-engineering with new working environment becomes more 
critical and attractive. Other industries would have their own manpower constraints. 
Traditional management styles and business processes must change. The real problem is that many 
systems and methods of management have outlived their usefulness. We must wake up to this 
reality.  
The example given above is not unique. Noticeably, many organisations have high duplication of 
job functions, or high amounts of slack time or under-utilised human resource. Examine the key 
questions again. Businesses exist to make profits. Business processes must be changed, without 
sacrificing customer service quality.  
These changes require a different approach to Human Resource Management: one that is 
innovative, rewards performance, good attitude and personal growth. One which is transparent and 
objective. One which is based on trust and mutual respect for each other. And one which fairly 
punishes errors in execution and compliance. It is a totally new operating system for management 
and employees within the organisation. Human Resource Management must be a tool to increase 
profits - It must not be seen as a cost centre anymore.  
Ask “Why do we do what we do at all?”, not “How can we do what we do better?” in order to 
remain profitable and meet customers’ expectations and needs. 
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Sample Employee Survey Form 

 

Involvement/ Belongingness 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

I have trust in the top management      

My manager does a good job of supporting the suggestions of the 
employees 

     

Most employees feel free to voice their opinions/ suggestions/ 
concerns openly 

     

My opinions/ suggestions/ concerns count at work      

 

Learning & Development 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

In the last seven days, I have received recognition and/ or praise 
and/ or feedback for my work 

     

My manger has done a good job of providing the training or 
guidance I’ve needed to do my job well 

     

My manager does a good job of providing opportunities and support 
for personal growth and development 

     

My company has a good training and development programme that 
meets my job requirements 

     

My company does a good job of providing opportunities for 
advancement 

     

 

Compensation and Rewards 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

My salary is fair for my responsibilities      

Overall, I think I am paid fairly compared to people in other 
companies who hold similar jobs 

     

High performing employees in this company are recognised and 
rewarded 

     

In general, this company’s policies and programs help employees 
balance work and family responsibilities 

     

 

Performance 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

I know exactly what is expected of me at work      

Our work results or performance are excellent       

We consistently meet or exceed our customers needs or 
requirements 

     

Our performance reviews are conducted on a regular and timely 
basis 

     

There is no bias in our performance reviews or measurement      

Our performance scores are discussed with us      

A Performance Improvement Plan is drawn up for me      
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Workplace 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

I look forward to coming to office or work every morning/ day      

I have the materials and equipment I need to do my work       

Generally, I have the ability and opportunity to perform my best      

My working environment is very stressful      

There are Environmental Roadblocks in my work place      

I am able to complete my work within office hours every day      

My workplace ambience encourages me to perform better      

Safety and health issues are taken care by the company      

 

Internal Service  
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

The human resource/ Admin department services my needs well      

The IT department services my needs well      

The Finance department services my needs well      

 

Team Spirit 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

My co-workers are committed to do quality work      

My co-workers are committed to do productive work      

I have talked to someone about my progress in the last six months      

Someone at work seems to care about me as a person      

There is someone at work who encourages my development      

Individual contributions to a team are well recognised in my 
company 

     

I have a best friend at work      

My co-workers frequently use the phrase: It is NOT my job      

 

Communication 
Strongly 

Agree 
Agree Neither 

Agree/ Nor 
Disagree 

Disagree Strongly 
Disagree 

I have a good understanding of our overall company targets and 
corporate strategies 

     

I am well aware of my company’s policies and practices      

I am well aware of my company’s major activities or functions      

I am well aware of my company’s financial situation or position      

I know who/ where to direct my queries in the support functions      

I am aware of the latest happenings in my company      
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Sample Performance Evaluation Form 

Name of Appraised: Name of Appraiser: 

    

Employee ID: Date of Review: 

    

Designation: Performance Period:  

   From To 

Division/ Department: Date: 

    

 

SECTION I - Key Performance Indicator 
Set out a minimum of 4 to maximum of 7 weighted objectives for the year. 

Notes:     
1) WEIGHT (i) should be stated in decimal figures. Examples: 0.1, 0.2, 0.35 etc   
2) FINAL RATING (iii) should be stated in absolute rating of 1 to 5.  
3) The weight between the highest and the lowest KPI shouldn’t be more than 6 times.   
4) As a guide the ratio between KPI’s and Key/ Job Competencies should be Manager: 70/ 30, Executive and Non-Executive: 30/ 70. 
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Targets 
Key Performance Indicators 

Baseline Average Stretch 
Weight (i) Self-Score Team (ii) Final Rating 

(iii) 
Total  

(i) X (iii) 

                  

                  

                  

                  

                  

                  

                  

                  

       100%  TOTAL SCORE   

 
KPI SCORE = (TOTAL SCORE / 5) x (70%,50% or 30%) 
 
=_________________________% 
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SECTION I (Continued) 

Comments Objective Setting 

Appraiser 
 
 
 
 
 

Appraised 
 
 
 
 
 

Objectives Discussed and Agreed 

Comments On A Mid Term Review 

Appraiser 
 
 
 
 

Appraised 
 
 
 
 

Performance 

Appraiser 
 
 
 
 
 

Appraised 
 
 
 
 
 



Keeping Scores: Measuring Performance, Rewarding Results 
 

Copyright © 2005 Patrick Ow. All rights reserved worldwide. Page 112 

SECTION II - Core Competencies 

Targets 
Competencies 

Baseline Average Stretch 
Weight (i) Self-Score Team (ii) Final Rating 

(iii) 
Total  

(i) X (iii) 

Key                 

                  

                  

                  

Job                 

                  

                  

                  

       100%  TOTAL SCORE   

 
COMPETENCY SCORE = (TOTAL SCORE/ 3) x (70%, or 30%) 
 
=_________________________% 
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SECTION III – Personal Improvement Plan  
Note: This section is to be managed by Business Unit/ Support Service’s Head, Manager’s and Employee 

Strengths and Improvements Needed 

Strengths Improvements Needed 

    

    

    

Agreed Development Plan 

Area To Be Developed Action Plan Responsibility Date 

        

        

        

Career Interests 

 
 
 
 
  

 
 
_____________________________ _____________________________ _____________________________ 
Appraised Name/ Signature/ Date Appraiser Name/ Signature/ Date Manager/ HOD Name/ Signature/ Date 
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SECTION IV 

SECTION I OBJECTIVES = ____________% 

SECTION II COMPETENCIES = ____________% 

 TOTAL SCORE = ____________% 

Appraisee’s Comments 

 
 
 
 

Appraiser’s Comment 

  
 
 
 
 

 
 

 
_____________________________ _____________________________ _____________________________ 
Appraised Name/ Signature/ Date Appraiser Name/ Signature/ Date Manager/ HOD Name/ Signature/ Date
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About the Author 

The author is experienced in business and cutting-edge Performance Management and process 
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He has helped organisations to improve their organisational performance and productivity, improve 
staff productivity/ service, enhance their Human Resource Management, enhance change 
management and risk management services, and develop Corporate Scorecards and cascaded 
Personal Scorecards.  
Having practiced scorecading and cascading for several years in the hospitality/ service industry, he 
has shared this valuable experience by providing consulting and facilitating services to 
organisations seeking to improve their performance, measure their employees’ performance more 
effectively, and re-aligning their Human Resource policies, procedures and forms in the light of 
performance improvement initiatives. 
Being a former Human Resource practitioner and trainer himself, he is able to bring a holistic and 
comprehensive approach to scorecading. 
The author is a member of CPA Australia and a Chartered Accountant with the Malaysian Institute 
of Accountants (MIA). He is also a qualified lawyer in Malaysia. He is a certified trainer under 
Development Dimensions International (DDI)’s train-the-trainer program. 
 
 


