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Chapter 27 - PERFORMANCE PYRAMID (Lynch & Cross)
Concepts

Four Levels of Improving Business Performance
L1: Corporate Vision & Mission defines how organisations will achieve long term success & competitive advantage.
L2:

In order to the achievement of Corporate Vision and Mission the focus is on–

(i)

Market-Related Measures

(ii)

Financial Measures

L3:

Operating Strategies become a guiding force to achieve a strategic objective, which includes Customer
Satisfaction, Increased Flexibility and High Productivity.

L4:

Status of level 3 driving forces can be monitored using the lower-level departmental indicators such as
Quality, Delivery, Cycle time and Waste etc.

Other aspects of Performance Pyramid
1.

‘Objectives’ are shown from top to bottom.

2.

‘Measures’ are from the bottom to the top.

3.

The left-hand side of the pyramid contains external forces which are ‘non-financial.
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Performance Pyramid

4.

Super Quick Revision

On the other hand, the right-hand side of the pyramid contains internal efficiency which is predominantly
‘financial’ in nature.

Q1 / Category - Classwork/ Star Rating -

⭐⭐⭐

1.

This problem is on the Performace Pyramid as the problem speaks about External
Effectiveness and Internal Efficiency.

2.

We have to make a report on its performance using the Performace Pyramid. The company is into the
manufacture of engines and we have been given future anticipated data.

3.

Comment on Quality (Production Achieving Design Quality Standards, Returns from Customers and Cost of
After-Sales Service) and Delivery (Sales Meeting Planned Delivery Dates) and how that will help in
customer satisfaction and in turn achieve the Marketing objectives. Use the KPI given.

4.

Comment on Cycle Time and Reduction of waste (Components Scrapped in Production (%), Idle Machine
Capacity) and how that will help in Productivity and in turn achieve the Financial objectives. Use the KPI
given.
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