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Performance improvement is high on the agenda of many companies around the world and with the growing number of improvement models now available care has to be taken to adopt an approach that will yield the most attractive return on investment.  Organizations that adopt a system of performance measurement can promote both accountability and improved performance.  One such tool used to measure performance is the Balanced Scorecard which was “introduced by Kaplan and Norton as a method to implement strategy and measure performance by incorporating both financial and operational factors into the management process.  The Balanced Scorecard proposed by Kaplan and Norton answered management's need for a process to reorient corporate focus, one of the outcomes being a tool for managing and monitoring broadbased performance over time” (Lubieniecki & Desrocher, 2003, p. 2).  Although Kaplan and Norton addressed performance monitoring, they only touch on what needs to be monitored.  In Performance Scorecards: Measuring the right things in the real world, Chang and Morgan (2000) attempt to answer the question of what needs to be monitored by provide an easy to read, vignette style understanding of the performance scorecard philosophy. 

In this somewhat simplified version of the Balanced Scorecard, the authors present six sequential steps that can be used to “slice through the information glut to reduce the time they have to spend deciphering data and increase their ability to make the right business decisions” (Chang & Morgan, 2000, p. i).  As with any performance measurement tool, developing a system requires significant effort and dedication on the part all stakeholders however, the return on investment is often well worth the time and effort if the organizational leaders understand the need for this information.

The authors point out that business leaders fall into one of three categories namely those who know the score and know they are winning, those who know the score and know they are losing and those who don’t know the score at all.   Most business leaders are probably in the last category and these leaders and organizations do not have a system that offers them a complete view of the organization’s performance.   However, some executives despite knowing that the organization is not doing well will not take corrective action because of lack of commitment to the success of the company strategy.  Using tools such as the performance scorecard, leaders will have a complete picture of how the business is doing (Anonymous, 2004).  This tool offers a system and means by which the identification of the right issues leads to making the proper business decisions.

According to Chang and Morgan (2000), the performance scorecard is a six-phase process that involves colleting, creating, cultivating, cascading, connecting, and confirming information.  From these six phases, scorecards are produced providing the feedback necessary to focus time, attention, and resources at various issues.  This performance cycle is depicted in figure 1.

Chang and Morgan (2000) suggest that the performance cycle begins with the collection phase in which information is gathered from organizational strategic goals, senior-level managers, and business objectives.  The goal of this initial step is to gather information pertaining to processes, customer’s expectations, and supplier’s requirements.  Collecting the data is a critical part of the process.  “Organizations need to link performance measurement to strategy, and must measure performance in ways that both promote future results and reflect past performance” (Anonymous, 2004, p2).   After the collect phase, the organization then moves into the Create phase.

In this second phase, the management team begins to examine the information that was collected during phase one and determine the key results areas.  The key result areas typically come from the organizational strategies and can represent such areas as financial, customer, market and operational effectiveness as well as others areas.  In this phase, the organization also develops a baseline from which to begin an evaluation of performance.  This evaluation of performance actually begins in step three.

During the third step, the organization begins to evaluate performance based on the critical success factors that were outlined in steps one and two.  Using the scorecard to monitor and evaluate performance, the organization can use the tool to determine appropriate actions to be taken when performance does not meet expected results.  The importance of the performance scorecard cannot be overstated.  “A measurement strategy built upon a performance scorecard is a critical success factor for building a new performance vision” (LaBonte, 2003, p. 5).  During this phase the organization also develops and understanding of the “appropriate targets, how to measure improvement, and strengthen links between the scorecards” (Chang and Morgan, 2000, p 57).  The authors indicate that at this point the information displays macro level organizational information and in order to ensure that the appropriate information is presented, the scorecard needs to have a cascading effect. 

In phase four, links between scorecards and an improved visibility of performance is enhanced, and the frontline organizational level begins to align with business goals.  The goal of this phase is to develop a balanced and linked set of scorecard measures as well as determining appropriate feedback measures for each level of accountability.  This is achieved by creating a cascading effect creating measurements at the next level in the organization and by helping each “manager relate team-level contributions to scorecard outcomes” (Chang and Morgan, 2000, p 101).  As indicated, the cascading begins with managers.  In the next phase, the cascading continues to now include individual employees.

The connect phase centers on aligning objectives and measures to individual employees.  In order to accomplish this phase, individual performance plans are developed; one-on-one sessions with employees are used to ensure individual understanding of the program.  Chang and Morgan (2000) explain that it is during this phase that ownership, acceptance, and responsibility for performance are developed.  In order for any scorecard program to be successful, employee ownership of the program is essential.  Ashton (1998) supports this concept stating, “Front-line employees have generally been happy to embrace the scorecard concept.  The key has been good internal communications.  Meetings, videos and printed material were used to explain the scorecard.  Debate was encouraged to promote understanding.  People were encouraged to do something on the subject, to promote commitment.  Following this, ownership was achieved” (p. 3).  Once a connection has been established, the scorecard goes through a long and continuous process of refinement before proceeding to the final stage of confirmation.

Chang and Morgan (2000) explain that the final phase is a validation of effectiveness of the measures that were put in place.  Validation goes beyond an examination of the tools that were put into place.  In the confirm phase particular attention is placed on the scorecard and the refinement process.  Improvement is not a program but rather a process.   As the business or climate changes so should the scorecard.  Although this is the last phase, it is not the end of the performance improvement cycle.  Chang and Morgan clearly illustrate that performance improvement is applicable in any environment.   

Using the story of a fictional manager, the authors share the challenges and the corresponding success associated with the use of this flexible measurement method.  In an amusing, narrative method, Chang and Morgan provide a basic understanding of the performance scorecard.  Readers quickly learn the fundamental of performance measurement that is sure to aid any organization.  The advantages of performance scorecards are well documented (Bisson, 2002; Moorman, 2004; O’Toole & Donaldson, 2000).  As Chang and Morgan (2000) point out, a performance scorecard is established to monitor the impact of changes and to take remedial action as necessary.  This process seems to offer users a proven methodology for improving productivity and enhancing customer service.  By taking a disciplined approach and dedicating the required resources, users will learn what issues need to be monitored and can thus reduce expenses, improve service and gain a lasting competitive advantage.
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