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The objective of this article is to follow certa@ispects of Balanced Scorecard that
have proven problematic and have demonstratedhbanitial model elaborated by
Kaplan and Norton is not as flawless as duringlése ten years the most authors
have claimed. Also some aspects of possible reztucti these problems are shortly
analysed.

Short introduction of Balanced Scorecard

The objective of Balanced Scorecard is to trangleganisational vision and strategy
into a specific objectives and measures in four nmpéerspectives: finances,
customers, internal business processes and leaAgrimgth.

Managers today are acting in such a complex enwiestt that setting right
objectives and following them appropriately is dbssy vital to ensure the
sustainability and development of any organisatibhas also been discussed that in
order to follow the objectives accurately, it isrwemportant to monitor the
achievement of those objectives by using as optiarad as strategy-focused
measurement system as possible.

During 1985-90 leading theorists in this field reed the conclusion that the
measurement systems that to the date were contegtraainly on financial
information, were not sufficient any more to fulfile control function. One of these
groups that were active in Harvard Business Schodéuthe guidance of Robert S.
Kaplan and David P. Norton published in 1992 tipeoposals to the problems that
they analysed during two years project that leadintboduction of Balanced
Scorecard concept (Kaplan and Norton, 1992).

Kaplan and Norton explain (ibid) that individualiyo measurement can establish
clear guidance for action. As the organisationt’ugeis in most cases very complex
and needs to follow several factors simultaneouiign it is necessary to pay
attention to both financial and non-financial data.

We may argue that already several organisationstsated to use non-financial data
already way before Kaplan and Norton had publisted opinions then Balanced
Scorecard was, indeed, the first to capture thervsgtion’s entire strategy and
established methodology according to which the onessare derived by logical
cascade from organisation’s vision and mission arel implemented from top
management to the lowest effectively measured lgossible into one holistic set.

Many international research projects have showhBaéanced Scorecard concept is

a very popular tool around the world. At the sarimeettogether with numerous
success stories there have been also severalwhsesthe implementation project is
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not finalised at all. Therefore the author of thidcke decided to research whether
there are any possible ways to summarise the siminigs of the method in order to
facilitate further research where these shortcomimgght be overcome.

To facilitate this, the author analysed severalotétical concepts focusing on
implementation of Balanced Scorecard. Additionallyexamined several alternative
performance measurement methods to verify whethreesof their aspects could be
used in managing Balanced Scorecard. In additioratitleor also used his practical
experience in Balanced Scorecard projects, durisdeletures and using his Internet
www-address at http://www.rillo.ee/ forum to dissube other possibilities to map
the problems related to Balanced Scorecard andve spen questions.

The author proves with his practical experience aittl literature review that the
Balanced Scorecard has plenty of aspects where dhemeficiencies that need to be
taken into account.

Cause-and-effect relations are not time-wise conniecl

One of the most important strengths that the BalhnSeorecard is claimed to

possess is the strong causal interrelations betwleemdifferent elements that are
mapped using the core strategy of an organisat®ra aource as the financial
measures have been considered merely a reflectipash activities already taken

place. Non-financial enablers or leading measuratsdare shown in logical cause-and
effect relationship with financial measures shoalldw to pay attention to future

potential of organisation.

However, this aspect of the Balanced Scorecard adelias been also thoroughly
criticised. Ngrreklit (2000) claims that in the ligaKaplan and Norton have not
discussed the causal relationships in their pulidioa (1992, 1996a, 1996b) with the
level of detail necessary. Ngrreklit considerstkhene criterion for cause and effect
relationship as a base, which is definedr@esactivity precedes another in time, they
are logically independent, and according to empirical observation it is possible to
establish the causal connection between those two activities.

In criticising Kaplan and Norton, Ngrreklit argutst the Balanced Scorecard is a
static model without dimension of time that woukiablish or follow sequential set-
up of measures of Balanced Scorecard, and thergf@reausal relationship does not
follow the definition by Hume. Furthermore, in hililg up strategy map according
to method presented by Kaplan and Norton, causestfadt relations are built up in
a subjective way that does not necessarily refénte factor. In spite of the piece of
evidence that Kaplan and Norton state that stratelgjectives should be divided into
budgetary measures that may be followed on a tetsad basis (1996a, |k 224), it
can be said that observation of different objectiveay be carried out according to
Balanced Scorecard model only after different iraeyvand the method of
measurement just as such does not provide a maltiproof of cause and effect,
succession of supposedly related measures.
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Cause and effect relations are not related in real

It is also questionable whether the causal intatils between the classical
perspectives ofearning and growth = processes = client = finances also exist in
all the circumstances. Kaplan and Norton claim thraire loyal and satisfied
customers generate more revenues. Ngrreklit (2B00,3-74) disagrees that using
critical reasoning such connection may not be éisted. Using an example from
practical life he illustrates just the opposite. &dhorganisation is trying to satisfy
very loyal clients who possess abnormally high ipi@xpectations and make very
small purchases that generate no profit for theamigation. Typically they are
individual clients of higher age and moderate btidgho demand high quality
service.

Likewise it is questionable whether the linkagesexibetween processes and client
satisfaction as also here it is possible to bring dpposite examples. Olve et al
(1998) have demonstrated examples of several Skvedimpanies where the cause
and effect relations are not proven.

As a solution to the both proposed problems wo@dduse coherent measures: to
try to figure out the inputs and outputs of eacti every measure and to look at them
from the continuous process view. One of such nusthbat has provided solutions
is process analysis. Another is activity-basediogsiThe both of them are process-
centred approaches to analysing activities of asgdion. Ngrreklit also recommends
analysing coherence during both formulation oftstgg and later during following
activities (2000, Ik. 83-86).

External environment and several interest groups ar@ut of picture

Different from many other strategic managementstrategy analysis methods (such
as Benchmarking, Porter 5F analysis, SWOT analREST analysis etc), the
Balanced Scorecard does not take into consideratignimportant interest groups
but shareholders and clients. Also no attentionpasd to daily activities of
competitors.

Kaplan and Norton have discussed that any orgamisdias to use double-loop
learning process in establishing the Balanced Saadein the first place, but if we
take into consideration so rapidly changing extermavironment, then this is
definitely not enough. It is definitely possible domment that it is quite critical in
many cases that the external environment shoustéened more frequently.

We may argue that measurement of certain factoextfrnal environment may be
complicated, but certain added value factor mig#initely be beneficial. In case of
public sector organisations, for instance, the miessimportant to voters or specific
interest groups might be taken into consideratitneady by the methodology
proposed by Kaplan and Norton (1996a, 179-188) revhdditional fifth perspective
is added into traditional framework of Balanced $card.
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Neely (2002) also argues that the most difficuttippem of Balanced Scorecard is
that it lacks several important interest group#snstructure: such as suppliers, co-
operation partners and close neighbours. He recomsnthat instead it would be
feasible to use a performance prism methodology @sssible source for adding new
interest groups to the framework of Balanced Scodeca

Simons et. al (2000, p. 58) recommends that it tiighworthwhile to go beyond that
point and add specific feature to every Balancent&ard where specific task force
or a certain person(s) will be assigned in evergapisation who is directly
responsible for collecting information about extéropportunities and threats.

Hierarchical top-down set-up creates problems in irplementation

Many practical examples have demonstrated thattdhedown approach used by
Balanced Scorecard methodology is not ideal forrséveasons.

Kanji (2002) has noted, that first of all, it istrexdvisable to construct the strategic
objectives in a hierarchic set-up as the main dccerthereby concentrated on
establishing not based on internal needs of peapl&king in the organisation but
rather on building up just a result-driven censradi programme, where employees
are more expected to provide just buy-in decisioth @ot as much giving their own
contribution. The final elaboration might therefole at a stake because of
motivation problems that arise in any of the orgational improvement programmes
that has made Dilbert so famous. Therefore it mightvorth considering whether it
is feasible to use bottom-up approach during theselof establishment of measures.
The same kind of bottom-up method is used in peréorce pyramid methodology
(Lynch, 1995).

Secondly the hierarchic set-up of both objectived aeasures brings about the
potential threat that organisations where the wsrkuilt up as a process between
several departments in the organisation, the tapadoierarchy may generate local
optimums in these individual departments. If acoaydo the theory of constraints

the attention is not paid to top-down hierarchy kather follow the elaboration of

value chain then the problem might be solved. haiti (1998) has provided solution
as dynamic system for performance measurement éocome this problem by

alternative methodology.

Unsuitability to unique or unhealthy enterprises

Kaplan and Norton have used in every methodologleatription on introduction of
Balanced Scorecard that consists of series of mamagiemeetings, meeting of
project management groups and establishing largaratosystems within the
framework of these preparatory tasks. In quite meawses the practice has proven
that such methodology is suitable for big companmwgre there is enough human
resources available to carry out the projects gsehscales. Toivanen (2001) has
commented that many Small and Medium-Sized compainie=inland have used
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individual approach to implementation of Balancembr®card projects in order to
achieve more rational result.

It is also worth noting that Kaplan and Norton hawglt up their model while
bearing in mind organisations in relatively goodaltte and in relatively stable
development stage. However, in practice it is gsdio see that several companies
do not follow under the category of stable orgatiuss. Therefore the practice has
also proven that in many cases where the orgaoisatheed more thorough re-
engineering the Balanced Scorecard traditional ampraloes not provide reasonable
results.

Therefore it is necessary to consider that quitaynespects that Kaplan and Norton
have used as generic models may have to be tailom@udler to suit better to specific
requirements of a particular organisation.

Other minor limitations of Balanced Scorecard
There are also few other limitations that otheottes have spoken about.

Kaniji (2002) has noted:

e Balanced Scorecard is only a conceptual model arnid itery difficult to
elaborate this based on the methodology providedKbplan and Norton
without previous thorough practical experience;

e The focus of traditional Balanced Scorecard tendbetdoo much on lagging
indicators that show final results only. Many oé theasurement systems, such
as European Foundation for Quality Management acgenbalanced and
provide equal attention to leading and laggingdattrs;

We might note that people tend to be not balanceédather focused: they are mostly
concentrating on as few things as possible in otdemanage these as well as
possible. Therefore it might be unnatural to tryotild a balanced set of measures to
any person. However, this argument may be dispoyeshying that people tend to be
individually different and some of them may be mubre effective in concentrating
on a variety of different aspects than focusing jos limited number of issues.

Conclusions

Many international research projects have showhBlatanced Scorecard concept is
a very popular tool around the world. At the sanmeettogether with numerous

success stories there have been also severalwhsesthe implementation project is
not finalised at all. Therefore the author of thdcke decided to research whether
there are any possible ways to summarise the siminigs of the method in order to

facilitate further research where these shortcomimight be overcome.
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Kokkuvote
TASAKAALUS TULEMUSKAARDI PUUDUSED

Marko Rillo
Tallinna Tehnikaulikool

Hiljuti oma 10. juubelit téhistanud tasakaalus muleskaardi (Balanced Scorecard)
kontseptsioon on seni valdavalt saanud nii tedaettit kui praktikutelt positiivset
tagasisidet. Samal ajal on mitmed tasakaalus tudkaardi projektid ebadnnestunud,
mist6ttu tuleb jélgida ka selle meetodi puudusi.

Erinevad uurimused on tdestanud, et tasakaalusmuslkeaardi projektid

ebadnnestuvad sageli, kuid samas peab valdav kead@anud organisatsioonidest
enda organisatsioonile positiivselt mdjunuks soltan rakendamise 16plikust
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tulemusest, siis tuli jalgida, et mis on p&hiliggobleemid tasakaalus tulemuskaardi
rakendamisel ja kas ning kuidas oleks vdimalik nefgendada.

Selleks analtilisis autor l1&bi hulga teoreetilisiitkés, mis analliisivad tasakaalus
tulemuskaardi rakendamist. Lisaks tddtas autor l&hitmeid tasakaalus
tulemuskaardile sarnaste strateegiapdhiste julitistismentide Ulesehituse loogikat
ja hindas vdimalusi, kuidas oleks vdimalik nendsifigseid aspekte dra kasutada
tasakaalus tulemuskaardi parema rakendamise juures.

Kdigele lisaks anallisis autor oma praktilise kogeenpdhjal erinevate tasakaalus
tulemuskaardi rakendamise projektide juures, ldlud tasakaalus tulemuskaarti
kasitlevate seminaride ja loengute raames ning enkladulehekuljel
http://www.rillo.ee/ asetsevates arvamusfoorumtestud diskussioonide kaudu teisi
vBimalusi, mil viisil tasakaalus tulemuskaardigaasaevaid probleeme oleks
vdimalik kaardistada ja neid vahendada.

Autor tdestab oma praktiliste kogemuste ja kirjasedpdhjal, on Kaplani ja Nortoni
poolt vélja todtatud tasakaalus tulemuskaardi mdmgbhjalikke puudusi, mis
raskendavad selle rakendamist praktikasse:

e pdhjuslike seoste sidumatus ajaliselt;

e pdhjuslike seoste loogiline p8hjuslik sidumatus;

e vahene arvestamine valiskeskkonna ja erinevataghywpidega;

e (lalt-alla metoodika, mis tekitab lokaalseid optmmining vahendab todtajate
motivatsiooni;

¢ metoodika véhene sobivus erijuhtumitel ja

e teisi vahemtahtsaid tasakaalus tulemuskaardi puudus
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