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Scorecard Fast Facts Quiz

What decade were the first management
scorecards used?

Who invented the first management
scorecards?

When was scorecarding popularized?
Who popularized the concept of scorecarding?
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Why Develop Scorecards?

Companies with best-in-class performance management
systems realize best-in-class financial performance.

Laggards
@ % Gross Margin
Norm Previous
B % Gross Margin %
Improvement
Best in
Class

0% 5% 10% 15% 20% 25% 30% 35%

Source: Aberdeen Group, 2005: “The Closed Loop Corporate Performance Management Benchmark Report
Profitability — that’s why!
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Why Develop a Scorecard?

Our scorecard priority is to....
APQC <’D€pl0yscorecards to appropriate |
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# 1 - . t Expect significant internal results | — |
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for USIng Have well-defined measures | | | I
Drive from the to |
Scorecard | g
_ Have a good improvement process |
SISTO Create a sense ofurgency |

d rive Set significant goals
change! -
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A Scorecard Analogy

A successful scorecard is like a cockpit dashboard — it
gives you real time feedback that helps you successfully
get from point A to point B.
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The Balanced Scorec aia@redrros
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Let's take a look at one area (health) and see
how measurement impacts our ability to drive our
success.

Goal:

To Live Happily
Until 90
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A person’s “health metrics” are so important they
are called “Vital Signs”. The “metrics” monitor
your overall health.

Vital Signs
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High Level “Diagnostigbrecarps
Measures

« For each function, there are specific
diagnostic measures that doctors
monitor health

 For example, to measure our cg
health have the following “diag
measures

— Heart rate
— Cholesterol
— Blood Pressure
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Understanding Gaps

Based on your iadl
different targets. ForFaayep|forMarathon Rurenerll wa

to achieve higherteygls of perforgrance thanja hQusewife.
J \‘Poor P &])mmon %’oo\g
Heart
Rate
Cholesterol / | >
Blood Pressure / ——— >
/ [ >
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Often there are wl!l%cr:? rI;ITe]agurr]eis: that impact the
diagnostic vital signs — which impact the function.

Cardiovascular
Function

L0
S0l
3=F4 Blood Heart Cholest-
syl Pressure Rate
52
Weight .
50
G:J 2 Stress O
- ©
£ % % of
Veggies

We must understand the linkages

eeenen . between the direct and indirect measures —
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Focus on Practices That

| Results
If we have gap in our desired performance level, we must
change our practices in order to drive results. This may
mean creating a focused improvement initiativ

Blood Cholest-
erol

Metric Pe%g{;?gﬁce Target Pressure

145

Weight 210
Activity Metrics

Calories Consumed Per Day vs Target

% of vegetable servings consumed per

-
c :
T8 Weight Control ~ °
= SN Program / °
O = day
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O =
Q C S & 90% of the Time use Treadmill 45
§ Prodram ~~ Mminutes a day 3 x a week
g ©Supply Chaing(isian2AETime lift weights 1 ho“_
All Rights ese[z/eél
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Trendin

It Is iImportant we monitor our acti_\/ig performance
frequently and watch how our activity impacts our
performance.

Blood 220
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We begin to see the improvements over time

as we achieve our activity level targets. —
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It Is also important WGE@UQHE@_S[)I’ successes — and our
failures to help promote the desired behavior.

S 100 — : .
Exergisgdrogr Métrics \ /
(Acieve 80% of Target) \ /
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So how does it all cosgpescaros:
Vgether’>

healthy until 90 years old

Respiratory |

Cardio Muscular
Skeletal

Blood
Pressure

t

Weight Stress

Heart I | Cholesterol I
Rate | | |

Exercise Diet
Program Program

4

Calories burned per Aerobic session
Amount of weight lifting time per week
vs Target
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Performance
Live healthy until 90 years old Long Term

(10-30 Years)

Health :
Strategic Plan

Blood Monthly to
Pressure —
Annually

Weight —\OoNnthly to Daily

Exercise :
Program % _Quartel’ly ReV|eW

Calories burned per Aerobic session .
Amount of weight lifting time per week =P ai Iy to
vs Target
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Performance Measurem &RPRECARDS
The Building Blocks

Remember - Scorecards alone will not guarantee good
performance; Your scorecard needs to be driven by an
overall performance management program.

SU CUT

Metrics Technalogy / Tools

Metrics Extended to Suppliers

Measure- [

Not Balanced Prrgfgés !
Functional Metrics

F q and

Metrics Aligned to Strategy
o OINTEE
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Successful Scorecards

Drive action and decision making; a culture that
supports performance reporting and improvement

Focus on the “vital few” measures to provide focus
Clear documented definition of metrics and targets
Ability to provide trending and progress

Heavy use of color to improve readability

A clearly defined process for collecting data and
publishing scorecards

The scorecard changes over time as the strategy
changes

© Supply Chain Visions 2007 —
All Rights Reserved



NorHnGeyr A
SCORECARDS’

Typical Mistakes

Use scorecards as a tool to punish employees
Exclude history and trending

State measures in absolute terms, rather than in relative terms.
For example, stating that you have $100 million in costs is far
less meaningful that stating you have a 20% or a 2% profit
margin.

Fail to establish common, clear and concrete definitions.

Fail to establish common, clear and quantified calculations.
Fail to define the source(s) of data required for each measure.

Fail to define the owner of the measure and, if needed, each
element of data in the measure.

Deploy a measurement technology to generate scorecards
before having a process in place.

Measure and report infrequently.
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In Summary.....

Your ability to improve the business depends on your
ability to monitor performance and make decisions or
course corrections

— Too little data and decision making is undermined
— Too much data and management cannot focus

DOGBERT CONSULTS

THAT LAY YOULL HAVE

MORE DATA TO IGMORE

LJHEN YOU MAKE YOUR
DECISIONS BASED ON
COMPANY POLITICS.

OKAY,
WILL THE LET'S

DATA BE
PRETEND
ACCURATE? THAT

| MATTERS.
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