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Pitney Bowes Inc. (PBI) is one company that believes
in the balanced scorecard. At PBI the basis is in place with
a newly defined mission statement, individual objectives
linked to the mission, and metrics designed to measure
progress toward achieving those objectives. The company
has been successful on several fronts. In fact, the balanced
scorecard approach helped PBI to improve a process in its
core business and ultimately saved the company millions.

Headquartered in Stamford, Conn., PBI is a $4 billion
global provider of integrated mail and document man-
agement solutions. The company serves more than two
million businesses of all sizes through dealer and direct
operations. A key implementation of the BSC methodol-
ogy took place in the company’s core business—Pitney
Bowes Mailing Systems (PBMS}, the worldwide leader in
advanced mailing solutions. The company’s mission is to
provide customers high-quality solutions that allow doc-
uments to be mailed without shifting focus from core
competencies.

DEEP ROOTS IN THE BSC

PBI has worked with a balanced scorecard since 1993
when the president of Pitney Bowes Mailing Systems
made a request to create a concise, timely reporting tool
that would provide accurate information on the business.
The president originally assigned the project to the IT
department, but it wasn’t accomplished, so within that
same year the CEO gave Finance the task to create the
metrics and reporting system within a six-month time
frame. The BSC’s main purpose was to be used to assimi-
late data coming from a variety of sources, observe
trends, and combine this data into one easy-to-use source
for the decision makers to make quick, informed deci-
sions. Mark Green, then director of financial planning,
worked full-time on the project and focused on the fol-
lowing criteria:

Cost—Funds should be limited (the project cost
$50,000 to implement).

Quality—The CEO wanted user-friendly computer
access to all pertinent information.

Speed—The time frame for accomplishing the task was
six months.

DESIGN AND IMPLEMENTATION

Three full-time staff members plus two to three part-time
staff helped Green create the balanced scorecard. He
sought input on measures and received requests for over
500 critical measures to assess performance of the busi-
ness. Task forces of all employee levels worked to narrow
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the massive list to 55 key metrics that they rated on a
Priority Worksheet using a 1-6 scale with some of the
following criteria:

v Importance to the business,

v Electronically reportable,

v Routinely reported,

v/ Accurate,

v Critical to objectives.

What resulted from Green’s research was an Executive
Information System that featured a user-friendly, picture
icon-based tool enabling instant access to not only the 55
key metrics on the BSC but also the closing stock price
and news about the company. It was organized by five
objectives: business results, competitiveness, quality,
employees, and carriers. (See Figure 1 for a shapshot.)

€ Business results metrics are financial in nature,
measuring key performance indicators (KPIs) related to
revenue, net income, and cash flow.

@ Competitiveness measures productivity and quali-
ty through items such as cycle time, first-run yield (FRY),
turnover or revenue metrics, and performance relative to
competitors. (Cycle time is the duration a given process
takes as measured in minutes, hours, days, etc. For exam-
ple, the cycle time to develop a new product might be 18
months with an objective to drive to less than one year.
FRY measures the efficiency of a given operation. For
instance, a process that takes place between two points
and is 90% efficient would have a FRY of 81% (90% x
90%). The lower number of steps and more efficient, the
higher the yield.) See Figure 2 for an example of a report.

€ Quality measures include results of surveys relating
to customer care, loyalty, and retention.

4 Employee metrics include items that focus on peo-
ple development and diversity.

€ The carrier objective relates to activities of the var-
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Figure 2 Implementing Continuous Improvement Efforts by Performing
Periodic and Systematic Strategic Reviews
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ious posts (such as Deutshe Post in Germany, Royal Mail
in the UK, or LaPoste in France) or carriers (such as
FedEx, UPS, or DHL) around the world.

The balanced scorecard changed the way the company
measured areas within these five objectives. Take cus-
tomer satisfaction within the quality objective as an
example. Customer satisfaction metrics were historically
gathered in two quality surveys, one for initial quality of
new Pitney Bowes customers who had never purchased a
particular piece of equipment and one for continuing
quality for those who renewed their lease or had placed a

service call. The resulting reports were so cumbersome
that it was difficult for top management to act on the

customer satisfaction data and to determine what the
customer really wanted the company to
improve.
To turn this around, Green and his staff used
SAS, a statistical software package, to analyze
the 10 questions on the survey to determine
which qualities were significantly correlated to high cus-

tomer satisfaction. They further analyzed these qualities |
using a quadrant analysis to determine the importance to |

the customer as well as the company’s measured perfor-
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mance. In this way, PBI prioritized the items that needed
attention according to what was critical to their cus-
tomers. The end result: a much more understandable,
easier-to-use approach to determining customer satisfac-
tion levels.

EVOLUTION OF THE BALANCED SCORECARD

In expanding its BSC to identify performance metrics for
specific projects, such as identifying competitive cost
structure, Pitney Bowes Mailing Systems compiled
desired metrics from senior managers and objective crite-
ria for the selection process, then used gap analysis to
generate a list of targets and actions required to achieve
those targets. The company compiled information, both
internal financial and nonfinancial data, and
obtained similar information from sister com-
panies and those with best practices in the
industry. Comparing income statements, bal-
ance sheets, and ratios provided the company
with an “income statement perspective” and gave insights
to the division, or a rough idea, of how internally com-
petitive it was with other PBI units. Then the company
performed comparisons regarding sale, rental, and service
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business to provide a market perspective they could com-
pare to other benchmarked companies. At the end of this
exercise, a list of 30 to 35 issues identified competitive
gaps. They grouped these issues into five broad cate-
gories, which were their core competencies: order man-
agement, integrated supply chain, sales, service, and
manufacturing. These are the basic drivers or areas where
their costs were concentrated, so after they identified and
categorized the gaps, Green and his team quantified clos-
ing those gaps in dollar terms.

The gap analysis included a careful study of key
processes and captured performance measures important
to the key processes. Key measures emerged, which led to
the next phase of BSC reporting. One specific initiative
that emerged as a result of the gap analysis involved the
order management process as one of five processes to

enter the order, and on the initial analysis of the first-run
yield, only one out of three orders was fulfilled correctly
from more than eight different process points.

The order management team spent four to five months
analyzing the components of the process such as sales,
call center, distribution, logistics, order pulling and pack-
ing, loading dock, customer service, and installation. The
team decided to focus on the order-entry component
since it triggered all other aspects of the workflow.

Many hands touched this complex order-entry process.
Sales determined the combination of product codes from
more than 20,000 options, and the call center personnel
ultimately put the order through. Individual personalities
and work styles came into play as well. For example,
together the sales representative and the order-entry staff
made subjective decisions about pricing to avoid repeated

Because of the information the balanced
scorecard can supply, the nature of the
monthly financial meetings changed
from a focus on the five things PBI is
doing well to the three things they
need to improve, with emphasis on an
appropriate action plan.

analyze. The initiative improved the process of presenting
product offerings and prices to customers, and, as a
result, the company saved millions and achieved a two-
fold increase in the first-run yield of their order manage-
ment process. Here’s how the project unfolded.

The order management process at Pitney Bowes Mail-
ing Systems focused on three types of orders: simple,
complex, and compound. A simple order could take as
few as eight days to process, a complex order as long as
six months. Analysis showed that most orders are com-
pound and take 25 days to process on average (eight to 10
days just to satisfy U.S. Postal Service postal license
requirements) and entail a combination of more than
20,000 product variables the sales force had to sort and
analyze in order to accurately post the order. Next, the
sales force had to deliver the order to customer service to
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encounters with the customer that might reflect a larger
quote than sales originally made. The result: lack of stan-
dardization, waste, confusion, errors, and much variation
in the process.

The analysis also showed that compound orders have
relatively few products that make up the majority of the
orders. The team selected a solution to reduce this varia-
tion and decided to implement Smart Value Packages that
bundled the products under one price and code to elimi-
nate confusion. A pilot of salespeople around the country
participated using laptops and watched their productivity
soar as a result of selling the newly created packages.

With the help of IT support, the call center was auto-
matically updated with standard pricing for the packages.
Prior to this pilot the company didn’t have a sales force
automation tool, and many of the reps didn’t have lap-

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



tops. Thanks to the pilot, first-run yield increased to
75%, or three out of four orders processed perfectly, and
cycle time was reduced from 25 to 19 days. Today Pitney
Bowes Mailing Systems has supplied the entire sales force
with Sales Force Automation tools, and most reps use
laptops for order management.

SUCCESSES AND CHALLENGES

After seeing success in areas such as order management, a
corporate initiative to develop a company-wide scorecard
was begun in 2000. Approximately 200 performance met-
rics were identified for business units throughout PBI,
and they fall into four categories: customer, financial,
operational, and employee. These metrics encompassed
some of the ones already used at the business unit level
such as those identified for the Mailing
System Unit. By the end of 2000,
approximately 100 balanced scorecard
metrics were accumulated and avail-
able through an internal website for
management to use.

Presentation of the BSC on the Web is graphical—to
identify trends—and numerical. A traffic light approach
using red, yellow, and green is planned to identify metrics
that are below, at, or above targeted results. Financial ana-
lysts and managers at PBI are using the system to signal red
flags earlier in the business cycle and to evaluate the quality
of end-of-quarter and end-of-year forecasts so the compa-
ny can implement corrective action plans if necessary.

Because of the information the balanced scorecard can
supply, the nature of the monthly financial meetings
changed from a focus on the five things PBI is doing well
to the three things they need to improve, with emphasis
on an appropriate action plan. The BSC also has helped
the company focus on how to retain customers by con-
ducting an analysis of who the top customers of PBI are
and how they should be measured and managed.

The BSC has also been linked to the capital budgeting
process. The capital budgeting process now requires a
definition of how an expenditure relates to the company’s
strategy, how it will be measured, and what the return on
investment will be.

The CFO plans to use an abbreviated version of the
balanced scorecard to lead discussions with the top exec-
utive team and the board of directors. In addition, the
BSC is used in meetings with investors, stockholders, and
industry analysts to report timely financial information.
Future challenges are to integrate strategic initiatives and
company strategy into the BSC model.

LESSONS LEARNED

PBI employees have learned a great deal through imple-

menting the BSC. Here are a few of the lessons:

4 Remember that the BSC will never be 100% correct
since it’s a dynamic document under constant revision.

€ Get the BSC done quickly, and start using it, even if it
isn’t perfect.

# Expect feedback from all levels, and ensure the sys-
tem is flexible enough to make modifications.

#  Get and maintain communication upward and down-
ward in the organization during implementation.

4 Stay flexible because the card will change, and don’t
take requested modifications personally.

@ Accept the fact that some metrics are reported manu-
ally and aren’t fully automated.

®  Assign full-time staff to the BSC because it isn’t a
part-time endeavor or a rotational assignment.

# Ensure the project champion possesses a blend of
many skills: accounting, finance, analytical, written,
and verbal communication skills. Beyond these
skills, this person must also be respected in the
business as well as knowledgeable about the
business.

PBI has a company culture that is process- and perfor-
mance-measurement oriented, so the balanced scorecard
is a natural in this environment. That’s why it’s continual-
ly updated and modified as a living document that
reflects decisions about what the company wants to mea-
sure, how it will be measured, and at what frequency.
Using the BSC, PBI can predict market trends and deter-
mine its future as this 80-year-old company looks for-
ward to the next 80 years. m

Mark Green is now the vice president and general manager
of Mailcode Inc., a 57%-owned Pitney Bowes subsidiary
headquartered in Lafayette, Ind.

Jeanine Garrity is project manager of finance in the finan-
cial planning and analysis group at Pitney Bowes in Stam-
ford, Conn.

Andra Gumbus, Ed.D., is an assistant professor at Sacred
Heart University in Fairfield, Conn. She was the former
director of training and development at Philips Medical
System North America.

Bridget Lyons, D.PS., is assistant professor in the finance
department at Sacred Heart University in Fairfield, Conn., and
can be reached at (203) 365-7673 or lyonsb@sacredheart,edu.
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