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and Key Performance Indicators
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I believe the dilemma is that measurements fall into the later P Sr N N . T e "SR
body of knowledge. We just didn’t know we didn’t know it. But, we
can know, and to use another old adage, “knowledge is power.” The Balanced Scorecard focuses on four perspectives. It also
To be successful, you need to have a set of measures to assess the guides the development of metrics or key performance metrics
effectiveness of your enterprise’s efforts. How do we know how (KPIs) to track the effectiveness of those perspectives.
well we are applying labor, materials, and capital unless we measure
them? The answer is we won't know. It is like driving a car Learning and Growth Perspective: This perspective includes
without the instrumentation panel. Without the panel, we cannot employee training and development. The focus is on developing
make timely decisions regarding speed, fuel needs, temperature, the human assets in the organization to improve the organization.
and so forth. Our business has the same requirements—constant Because technology, processes, and systems are changing
monitoring of progress. constantly, the emphasis is on keeping employees current with
Unfortunately, many measures only focus on the financial, and those changes.
therefore, arrive too late to be able to affect future results. A
successful set of metrics measures financials, customer efforts, Internal Processes Perspective: This perspective refers to
internal processes, and personnel development. The Balanced internal business processes. It monitors key systems and activities.
Scorecard, developed by Harvard Professor Robert Kaplan, This perspective allows the managers to know how well their
proposes an approach to achieving such a set of successful metrics. business is running and whether its products and services conform
Kaplan’s Balanced Scorecard, developed in the early 1990s to customer requirements.
along with Dr. David Norton at the Harvard Business School,
recognizes weaknesses and abstractions of previous management Customer Perspective: Satisfied customers continue to buy our
approaches. The Balanced Scorecard approach provides a clear and products and services. Do we know how we are meeting their
focused direction as to what companies should measure in order to expectations? After all, if customers are not satisfied, they will
“balance” the financial perspective. eventually find other suppliers or vendors that will meet their
The Balanced Scorecard is a management system—not just a needs. A negative customer perspective is a leading indicator of
measurement system—that enables organizations to develop and future decline, even if the current financial picture looks good.
hone their vision and strategy in order to translate them into
action. It aims to constantly monitor and refocus the efforts of the Financial Perspective: The financial perspective is a bi-product
organization to improve strategic performance and results. of how well the other perspectives are working. It is also a bi-
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