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An example of what can be done is shown in Figure 2. As can be seen from the 
output box of a typical planning workshop, there are direct feeds into the other 
elements of our model (Figure 1). This makes it all the more imperative (and 
provides a strong incentive) to use the same broad measurement framework 
throughout. 

Approaching planning in this way allows the accountants to take a little more of a 
back seat than is often the case. They can then adopt a facilitative style, which 
encourages a higher degree of ownership and acceptance of responsibility amongst 
others. There is also scope for finance people to take the lead in building small and 
simple business models, which can be used in real time to assess instantly the 
quantitative impacts of alternative courses of action. 

The regularity of a process such as that illustrated in Figure 2 helps keep it light 
and fresh. It is not necessary to reinvent the wheel each time. Once established 
and familiar, the process can each time then focus on what has changed in the 
market and what the organisation's responses should be. 

Forecasts and Actual Results 

The key message here is consistency; consistency between what you plan to do 
(planning), what you think the likely outcome will be (forecasting) and what 
happened (actuals). If the same measurement framework is applied to each, there 
is a reasonable chance that learning from the actuals can be applied to plans and 
forecasts.  

Although most organisations start in this area with the construction of a balanced 
scorecard, it might just be this very start point which leads to lack of senior 
management sponsorship. How often have experienced scorecard practitioners 
heard: "couldn't you make it a bit less operational and a bit more strategic?" And to 
be fair, if the senior management are doing what they are paid to do, they are 
probably right. Though it might happen by good fortune or design anyway, how 
much smarter and more strategic a scorecard would be if it were the product of 
the planning process. It would then be much more likely to include measures which 
relate to an organisation's strategic goals - for example gaining a European 
presence, growth, brand positioning - aspects which would be less visible in a 
conventional monthly scorecard. 

The planning environment might also encourage organisations to think a little 
broader about their measurement framework, too. The commonly used scorecard 
dimensions work well in operational environments, but seem less relevant in 
knowledge-based businesses. There are other dimensions or stakeholders these 
organisations might well consider, such as their impact on the community or how 
their brand is perceived.  

Budgeting has not been mentioned here. This is because we are working on the 
assumption that forecasting is the older and wiser brother of budgeting. In 
forecasting, it is much easier to encourage that collective responsibility which 
really moves businesses forward. It can be further encouraged through the 
performance management system by incentivising an adult, honest and collective 
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approach to business challenges. Budgeting, almost by its very design, seems to 
encourage confrontation, point scoring and an individualistic approach to business, 
which tends to mean sub-optimal outcomes. There seem to be two aspects which 
cause this: 

• Target setting from 'on-high' rather than through a sense of collective 
responsibility amongst senior management 

• Excessive autonomy granted to divisions, whereby each is regarded by its 
management as more important than the Group to which it belongs. 

Investment 

Hanson plc has in the past followed a principle that others would do well to follow: 
at a price, anything is for sale. Most organisations find acquisition much easier than 
disposal. Yet knowing the right time to sell can sometimes generate vastly superior 
value. 

One reason organisations might be better at buying than at selling could come 
down to how the two actions are measured. With acquisitions, the excellent 
technique of discounted cash flow (DCF) is available to guide decision makers to a 
black and white answer. The opportunity for disposals is often not grasped quickly 
enough because the DCF methodology is only applied once the emotional hurdle 
has been overcome. 

Yet there would seem to be good merit in knowing, every month, how much your 
existing businesses were worth. Conversely, it would also seem to be useful to 
know what your potential acquisition would mean to your existing business in the 
dimensions it is normally measured in. These connections are so rarely made, yet 
so easy to effect and so illuminating.  

On the acquisition side, the easiest route is to apply your forecasting scorecard to 
your acquisition target. Thus the acquisition is now visible in the round, the project 
team have to dig a little deeper and the decision ceases to be so black and white. 
However, the acquisition becomes better understood in terms of its contribution 
towards the existing business and the non-finance members of the decision making 
body can become engaged in a more complete assessment of the pros and cons. 

In terms of the existing business, a regular forecast should yield sufficient cash 
flow data to allow a value to be determined from DCF techniques. 

Performance Management 

The key to making all of the elements of the performance measurement model 
hang together is the incentivisation of desired behaviours through a comprehensive 
and integrated performance management system deployed throughout the 
organisation. The objective is to use the same language and measures as are used 
through the rest of the organisation. 

Like planning, we also need to move away from annual cycles for such processes. 
The world now moves too fast for that. It seems sensible, therefore, to link 
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performance management with planning. One of the outcomes of the planning 
system shown in Figure 2 was the tweaking and adapting of individuals' roles in the 
light of adjusted planning directions - a refocusing of collective corporate 
responses to new market information. This is an ideal reinforcing action to ensure 
that the individual contributions still aggregate to the corporate objectives. One 
might visualise this link as we have in Figure 3. 
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Figure 3:  Linking planning and performance management

 

Once again, this measurement system should be broad in its approach yet light and 
fast in its execution. There are probably elements which relate to: 

• Responsibilities and accountabilities (what you did). These should: 
o Be broadly (scorecard) based 
o Aggregate to overall organisational objectives 
o Be regularly reviewed and refocused as plans change 

• Skills and capabilities (what you needed to do it). 
• Behaviours (how you did it). These can be based on edited, updated 

highlights of commercially available competency models, but it is advisable 
to: 

o Focus on what is really important 
o Ensure the competencies anticipate the future and do not look back 

to how people used to behave. 
o Tailor any competency model to your organisation. One size does not 

fit all. 
• Values (what you believe is important). These need to come from within the 

organisation itself; you cannot make them up.  
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When values and behaviours come into the equation, efforts need to made to 
ensure objectivity is maintained and this can be achieved through 360° assessment. 
Particular attention should be paid to making such a system light and fast and this 
can be addressed by using the same communication tool as finance people today do 
for their measurement systems: intranet. Intranets offer ideal vehicles for the 
efficient dissemination and subsequent collation of 360° material. 

To be effective, the performance management system needs to have teeth, to 
create the incentives referred to throughout this article. The incentives need to be 
of both the carrot and stick variety. So, as shown in Figure 3, there need to be 
links to remuneration, training & development and succession planning. These 
could be quarterly or less frequent, depending on circumstances, though it would 
seem appropriate to review them in the light of (and at the same time as) the 
regular refocusing of individual roles, which this process facilitates. This 
encourages the building of mutual trust.  

And people respond well to an environment where their total contribution is 
recognised. Traditional performance management systems do little to recognise 
some of the extremely important but less tangible contributions made by 
individuals - the extent to which they share knowledge, their ideas and 
suggestions, the way they coach people, their mentoring activities. When 
recognised in this way, watch how some individuals grow significantly in stature. 

Conclusion 

Interesting and challenging those these ideas may seem, in essence, what is being 
recommended is the connecting together of a number of different strands of 
measurement in a coherent and comprehensible manner. The more familiar it 
seems to people and the more they feel committed to the design and 
implementation, the greater the likelihood will be of acceptance. Try to make it 
fun for people by using creatively facilitated workshops and developing a sense of 
ownership and passion. 

But it takes time to achieve and a deliberate, incremental approach usually works 
better than a big bang. The rewards, though, are in strategic coherence and in 
developing and sustaining a strategic message that everyone understands and 
remembers. 
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