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Abstract Organizational performance can create and sustain competitive advan-
tages for corporations and even improve their sustainability and future prospects.
Health care organizations present a sector where performance management is
structured by multiple dimensions. The scope of this study is to analyze the
issue of performance management in healthcare organizations and specifically the
implementation of the Balanced Scorecard (BSC) methodology on organizations
providing health services. The study provides a discussion on the BSC development
process, the steps that management has to take in order to prepare the imple-
mentation of the BSC and finally discusses a practical example of a scorecard
with specific strategic goals and performance indicators. Managers of healthcare
organizations and specifically those providing services to the elderly and the general
population could use the propositions of the study as a roadmap for processing,
analyzing, evaluating and implementing the balanced scorecard approach in their
organizations’ daily operations. BSC methodology can give an advantage in terms
of enhanced stakeholder management and preservation within a highly volatile and
competitive economic environment.

Keywords Performance management • Balanced scorecard • Healthcare organi-
zations • Performance measurement • Health system

1 Introduction

Organizational performance has gained significant interest from both academics
and practitioners, since it can create and sustain competitive advantages for
corporations and even improve their sustainability and future prospects [1, 2].
Despite the fact that performance management was initially developed for
profit organizations, it was soon adopted by several not-for-profit organizations
including public organizations such as municipalities, hospitals, universities
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and other forms of public organizations. The reason for the implementation of
performance management mechanisms on the public services sector was the fact
that organizational success is a multi-dimensional concept that the classic financial
performance measures could not grasp [3].

Health care organizations present a sector where performance management
is structured by multiple dimensions since they have many stakeholders with
conflicting or overlapping interests [3]. Practically there is a separation between
the consumers of the health services (patients), the ones who pay the services
(taxpayers) and the providers of the services (hospitals etc.) [3]. Moreover, health
care organizations face an even greater pressure to implement effective management
tools nowadays since the state’s budgets have been significantly diminishing creat-
ing serious hurdles to health care organizations on their daily operations [4]. Con-
sequently, the implementation of performance management mechanisms on health
care organizations can provide significant assistance on tracking non-value creating
activities, control expenses and enhance the efficient utilization of scarce resources.

The balanced scorecard methodology is a performance management system
that has been implemented by several public organizations worldwide [5–7]. The
balanced scorecard is focused on the effective performance measurement and the
evaluation of successful implementation of organization’s strategy through balanc-
ing financial and non-financial aspects of the organization [4, 8–10]. Several public
organizations have employed the balanced scorecard and achieved an improvement
on their daily operations, performance and sustainability. An increased number of
researchers provide evidence on the above-mentioned argument in the healthcare
sector [11, 12]. Application of the balanced scorecard on health care organizations
in UK, Sweden, Greece and Canada have provided significant results on the
improvement of financial performance, customer satisfaction and the creation of
health equity across a national system of health services [3, 4, 13].

Under this framework the scope of this study is to propose specific steps that
need to be taken for the preparation of the BSC methodology and to propose an
indicative scorecard on a healthcare organization, based on previous studies on the
field. Also our goal is to derive useful policy implications for health managers and
public authorities for improving health services. The rest of the study is organized as
follows: The second section describes in brief the various financial and non-financial
performance measures evidenced in the literature. The third section describes the
necessary steps for the preparation of the balanced scorecard and provides an
indicative scorecard with strategic goals and performance indicators. The fourth
section concludes the papers offering useful policy implications.

2 Performance Management Mechanisms

Previous studies have examined the effectiveness of financial and non-financial per-
formance measures, in an effort to provide evidence on the appropriateness of these
two categories in specific sectors and strategic contents. Several academics have
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argued that the traditional performance mechanisms are narrow and short-term ori-
ented, while on the contrary non-financial performance measures incorporate strate-
gic priorities such as customer-focus, improvement of processes and are more flex-
ible to business environment changes and adapt effectively to corporate needs and
thus can provide significant strategic advantages to the organization [14]. Under this
framework, several quality management tools have been developed for supporting
the decision making process within organizations [15]. Those mechanisms include
the business excellence model, Investor in People, benchmarking, balanced score-
card, ISO 9000 and charter mark. In accordance, the “performance prism” is a model
adopting a stakeholder view of performance measurement [15] and has indicated
that the application of the performance prism in a British charity assisted managers
to identify the main drivers of performance in line with stakeholders needs [16].

Moreover, additional performance management frameworks are the integrated
reporting framework (IR) which main focus in on value creation over time and can
be utilized by non-profit organizations and the Business Process Re-Engineering
method which was implemented by a public hospital in Sweden [17] with positive
performance results. In addition, the Skandia navigator is another performance
management mechanism with the scope to create business value and competitive
advantage through the improvement of human capital, intangible assets and other
organizational abilities [18]. However, the most famous model for non-financial
performance management is the balanced scorecard [6, 7]. The balanced scorecard
(BSC) has an advantage related to the previously mentioned methods which allow
organizations to assess both their financial and non-financial performances under
four main pillars that are structurally connected.

The BSC approach has been incorporated in day-to-day operation of many
public and non-for-profit organizations during the last two decades and the main
reasons for this shift are the new perspective of the state on strategic management
and sustainability, the constrained resources towards public organizations and the
increased demand for accountability on behalf of the stakeholders. The reason for
the appropriateness of the BSC method for health organizations is the fact that
it simultaneously links financial performance measures with customer focus, the
improvement of internal processes and the enhancement of innovation and learning.
Consequently, the present study aims to provide a significant assistance to managers
in the process of the BSC development and implementation.

3 Building the BSC Methodology

The development process of BSC can be performed within seven basic steps. At
first, the board of the organization may decide to create a preparation committee
including a relative small number of employees (three to five if appropriate in order
to facilitate communication and coherence among the team) and their main duty
will be to take the necessary actions in order to facilitate the implementation of BSC
method. In order to assist the committee’s member achieving the required goal, they



14 P.E. Dimitropoulos

must receive additional training on the BSC and to do so they must participate in
seminars related to performance management and BSC implementation in particu-
lar. Since the effective implementation of the BSC method is proper training this step
can be the cornerstone for success and has to be taken into serious consideration.

The next step is to determine the organization’s mission, philosophy, strategic
goals and perform a SWAT analysis. These details can form the raw material for the
creation of the BSC, and further assist on the determination of the performance
criteria and indicators in each pillar. On this stage the collection of appropriate
data is another significant step towards BSC success. Data elements must include
details on patient and caregiver characteristics (client income, level of disability,
demographic information, current living situation etc), health care coverage (ability
to cover local demand), relations with suppliers and partners (public insurance
funds, private health care organizations and other institutions), long-term financial
viability (operating performance, solvency) and change and innovation (innovative
medical services, ability to adapt to changes etc.) [4, 13].

The following step is to set specific and clear objectives and ensure continuous
connection of these objectives with the performance measurement indicators that
have been set in the previous step. The sixth step is to integrate the BSC process
in all divisions of the health organization. On this step we have to keep in
mind that flexibility could be a significant ally on effective implementation of
the BSC method. This means that each department must have the ability to
modify the BSC goals and indicators based on their distinctive features but the
departments’ goals must be aligned with the organization’s general strategic plan.
The final steps included the collection and analysis of performance results (after the
implementation of the BSC) and this feedback can help towards the formulation and
implementation of future strategies in the organization. Finally, a periodic review for
the appropriateness of the selected performance metrics is needed in order to adjust
the performance indicators towards the goals if it is deemed necessary.

Based on the above discussion, the basic pillars of the scorecard refer to the
growth improvement, innovation and customer loyalty and retention as the key
elements of a scorecard within a health service organization. Those pillars include
financial and non-financial performance indicators on specific strategic goals.
Additionally, the scorecard perspectives (pillars) in a health service organization
must include performance indicators regarding the return on taxpayer’s utilization
of resources, cost savings, (productivity of personnel etc.), the quality of the services
(customer perspective), the improvement of internal management processes and the
incorporation of improvements, innovations and new technologies (learning and
growth perspective) [4]. Therefore, a potential balanced scorecard of a health care
organization can take the following form as depicted in Table 1.

The financial objectives of the scorecard are focused on the financial performance
and long-term viability of the organization [4]. Specifically the balanced scorecard
can included strategic goals regarding the enhancement of revenues, the control of
expenses within budgetary constraints which is more crucial for the health organi-
zations of the public sector where resources are even scarcer and the settlement of
debt obligations within acceptable levels. Regarding the customer perspective, the



Performance Management in Healthcare Organizations: Concept and Practicum 15

T
ab

le
1

B
al

an
ce

sc
or

ec
ar

d
fo

r
a

he
al

th
ca

re
or

ga
ni

za
ti

on

Pe
rs

pe
ct

iv
e

St
ra

te
gi

c
go

al
s

Pe
rf

or
m

an
ce

in
di

ca
to

rs
E

xp
la

na
ti

on
/d

efi
ni

ti
on

Fi
na

nc
ia

l
In

cr
ea

se
R

ev
en

ue
O

pe
ra

ti
ng

re
ve

nu
es

/a
ss

et
s

ra
ti

o
In

di
ca

te
s

ci
rc

ul
at

io
n

of
as

se
ts

an
d

ef
fic

ie
nt

ut
il

iz
at

io
n

N
et

pr
ofi

tm
ar

gi
n
D

ne
t

in
co

m
e/

re
ve

nu
es

M
ea

su
re

s
op

er
at

in
g

ef
fic

ie
nc

y

C
on

tr
ol

ex
pe

ns
es

w
it

hi
n

th
e

in
it

ia
lb

ud
ge

t
B

re
ak

—
ev

en
re

su
lt

B
al

an
ci

ng
re

ve
nu

es
an

d
ex

pe
ns

es
es

pe
ci

al
ly

fo
r

pu
bl

ic
he

al
th

ca
re

or
ga

ni
za

ti
on

s
O

pe
ra

ti
ng

ex
pe

ns
es

/o
pe

ra
ti

ng
re

ve
nu

es
ra

ti
o

M
ea

su
re

s
m

an
ag

er
ia

le
ffi

ci
en

cy

C
on

tr
ol

of
de

bt
ob

li
ga

ti
on

s
D

eb
tr

at
io

M
ea

su
re

s
th

e
or

ga
ni

za
ti

on
’s

le
ve

ra
ge

an
d

vi
ab

il
it

y
C

us
to

m
er

Q
ua

li
ty

of
se

rv
ic

es
A

tl
ea

st
80

%
of

ou
r

cu
st

om
er

s
to

be
sa

ti
sfi

ed
fr

om
se

rv
ic

es
an

d
fa

ci
li

ti
es

N
um

be
r

of
sa

ti
sfi

ed
cu

st
om

er
s

ba
se

d
on

qu
es

ti
on

na
ir

e
an

sw
er

s
on

de
ta

il
ed

di
m

en
si

on
s

N
um

be
r

of
pa

ti
en

tc
om

pl
ai

nt
s

E
xt

ra
ct

ed
fr

om
th

e
qu

es
ti

on
na

ir
e

or
a

da
y-

to
-d

ay
in

sp
ec

ti
on

W
ai

ti
ng

ti
m

e
D

ia
gn

os
ti

cs
an

d
no

th
os

pi
ta

li
ze

d
pa

ti
en

ts
E

ff
ec

tiv
en

es
s

of
se

rv
ic

es
H

os
pi

ta
li

za
ti

on
du

ra
ti

on
A

ve
ra

ge
da

ys
of

da
ys

a
pa

ti
en

ti
s

ho
sp

it
al

iz
ed

C
as

es
tr

an
sf

er
re

d
to

ot
he

r
ho

sp
it

al
s

C
as

es
w

he
re

th
e

ho
sp

it
al

s’
kn

ow
-h

ow
w

as
no

ts
uf

fic
ie

nt
fo

r
tr

ea
tm

en
t

In
te

rn
al

bu
si

ne
ss

E
m

pl
oy

ee
lo

ya
lt

y
an

d
sa

ti
sf

ac
ti

on
E

m
pl

oy
ee

sa
ti

sf
ac

ti
on

in
de

x
N

um
be

r
of

sa
ti

sfi
ed

em
pl

oy
ee

s
of

al
ls

ec
to

rs
ba

se
d

on
qu

es
ti

on
na

ir
e

an
sw

er
s

on
de

ta
il

ed
di

m
en

si
on

s
E

m
pl

oy
ee

ab
se

nt
ee

is
m

N
um

be
r

of
em

pl
oy

ee
s

th
at

de
li

be
ra

te
ly

ar
e

ab
se

nt
fr

om
w

or
k

R
es

ou
rc

e
ut

il
iz

at
io

n
B

ed
oc

cu
pa

nc
y

ra
ti

o
Pe

rc
en

ta
ge

of
oc

cu
pa

nc
y

on
ho

sp
it

al
be

ds
or

em
er

ge
nc

y
ro

om
s

L
ea

rn
in

g
an

d
G

ro
w

th
St

af
f

tr
ai

ni
ng

an
d

ed
uc

at
io

n
Pe

rc
en

ta
ge

of
em

pl
oy

ee
s

in
tr

ai
ni

ng
pr

og
ra

m
s

&
co

nf
er

en
ce

s
Fo

r
ad

m
in

is
tr

at
iv

e,
nu

rs
in

g
an

d
m

ed
ic

al
st

af
f

Te
ch

no
lo

gi
ca

li
nn

ov
at

io
ns

A
m

ou
nt

s
in

ve
st

ed
in

ne
w

te
ch

no
lo

gi
es

In
ve

st
m

en
ts

an
d

pu
rc

ha
se

of
ne

w
te

ch
no

lo
gi

es
as

a
pe

rc
en

t
of

to
ta

lb
ud

ge
t

N
ew

tr
ea

tm
en

ts
N

um
be

r
of

ne
w

tr
ea

tm
en

ts
in

tr
od

uc
ed

in
th

e
or

ga
ni

za
ti

on
C

on
ti

nu
es

te
st

in
g

an
d

ev
al

ua
ti

on
of

ne
w

tr
ea

tm
en

ts
an

d
pr

oc
ed

ur
es

C
oo

pe
ra

ti
on

w
it

h
th

e
so

ci
et

y
Pr

oj
ec

ts
w

it
h

ot
he

r
or

ga
ni

za
ti

on
s

N
um

be
r

of
co

ll
ab

or
at

io
ns

w
it

h
un

iv
er

si
ti

es
,r

es
ea

rc
h

ce
nt

er
s,

ph
ar

m
ac

eu
ti

ca
l

co
m

pa
ni

es
et

c.



16 P.E. Dimitropoulos

balanced scorecard sets objectives regarding the quality of the services provided
to the public and the effectiveness of those services including the satisfaction of
the patients, the waiting time for both hospitalized and mainly non-hospitalized
customers, the duration of hospitalization and the number of cases needed to be
transferred to other hospitals due to lack of the required know-how. These strategic
goals are strongly related to the main objectives of the health organization and
are also closely linked to the financial perspective of the scorecard. For instance
customer satisfaction is closely related to bed occupation and this fact contributes
to enhanced revenues and improved facilities utilization. Therefore, all pillars of
the scorecard are interlinked suggesting that focusing on one or two pillars and
neglecting others will not contribute to the overall success of the organization.

Moreover, the internal processes pillar is focused on the employee satisfaction
and resource utilization. In the service sector, employees are the key mechanism
for achieving strategic goals and implementing performance measurement models,
since they actually affect almost all pillars of the BSC [19, 20]. This pillar
focuses on employees’ absenteeism and satisfaction as the main drivers of services
quality. Also includes performance indicators on bed occupancy as an indication
of resources utilization. These two strategic goals are closely connected to the
quality of the services and cost control of the organization. Finally, the last pillar is
dedicated to the learning and growth. This pillar focuses on the continuous training
and development of staff (administrative, nursing and medical) by allowing them
to participate in seminars, conferences and educational programs. Also includes
indicators on the introduction and investment in new technologies, treatments and
innovations and collaborations with third parties. The success on the strategic goals
of this pillar will contribute to the future sustainability of the organization.

A projection of the potential benefits of BSC implementation would be the
control of expenses within budgetary constraints and an increase of revenues
and at the same time achieve high levels of customer satisfaction from health
services and improving internal operations. The most important outcome from this
procedure is that the management of health organizations may gain significant
insight on how their most important stakeholder (patients-customers) perceive
the quality of services and infrastructure and even highlights areas for potential
improvement. For instance, a customer satisfaction survey may be carried out for
specific health services indicating the level of satisfaction rate. This outcome will
point that the BSC method is a useful performance tool for health organizations and
contributes towards success in various levels (financial, organizational and customer
satisfaction).s

In addition, staff will improve its skills and abilities by participating in training
seminars which will have a significant impact on both the quality of health services
and improvement of the internal operations. In general, the implementation of
the balanced scorecard on a health care organization may set the basis for an
effective performance management of the industry which can enhance its future
sustainability. This fact may corroborate arguments that in the services sector,
employees are the key mechanism for success since they actually affect almost all
pillars of the BSC [21, 22].
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4 Concluding Remarks

Modern health organizations have been developed in multileveled organizations
facing significant pressures from several stakeholders like the state, patients, etc. In
addition, the establishment of a managerial performance system within public health
organizations, (which could satisfy the needs of citizens and other state authorities),
is even more important today in order to sustain an adequate level of service
quality. Especially in Greece (and other states with significant financial problems),
public health organizations operate within a volatile financial environment yielding
more pressure on managers to balance financial outcomes while at the same time
sustain and even improve the quality of health services within budgetary constraints.
Consequently, public health organizations (and even private health organizations)
need to advance their thinking and strategic planning from a plain administrative
process towards a responsible performance-based management approach.

The scope of this study is to demonstrate the process of the development
of the most popular performance management approach, the balanced scorecard,
within a health service organization. Despite the fact that some of those goals and
performance indicators are developed for the public health organizations, the same
principles could be applied for private (for-profit) health organizations. Managers
of private and public health organizations could use the propositions of the study
as a roadmap for discussing, analyzing, evaluating and implementing the balanced
scorecard approach in the organizations’ day-to-day operations. Additionally, the
specifics of the BSC development process could be proved useful for managers
regarding the steps and actions that they should take in order to prepare and
implement the scorecard. Moreover, the strategic goals and performance indicators
presented in Table 1 can also be used as a guide for setting relative goals and
metrics for health organizations that wish to implement the BSC method or any
other performance management methodology.

The organization’s staff is the most significant factor for the successful appli-
cation of a performance-based management methodology and requires further
training and devotion towards this goal. The main reasons for the unsuccessful
implementation of the BSC are the lack of dedication on behalf of the senior
management team and inadequate training of the staff. The present study can
provide the motivation for managers to steadily incorporate the BSC method in
those health care organizations that their budgets are mainly funded by the state.
Good preparation, education and training are very important for the implementation
of BSC but the key is dedication towards performance management philosophy.
This methodology can definitely give an advantage on these organizations in terms
of enhanced stakeholder management and preservation within a highly volatile and
competitive economic environment [4].
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