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Aligning the Board of Directors
By Robert S. Kaplan and David P. Norton

In the post-Enron era, few tools have come to the fore that remedy
the gaping information holes, process flaws, and time constraints
that hamstring boards of directors in executing their corporate 
governance responsibilities. What’s more, the leading U.S. statutory
remedy to governance flaws—the Sarbanes-Oxley Act—has created
even more requirements for corporate governors. Yet a solution
already exists for getting the board and top executives on the same
page. A Balanced Scorecard program for the board of directors 
provides visibility into corporate strategy and management’s
actions, as well as the checks and balances the board needs to do 
its job efficiently and effectively—while fulfilling its ultimate
responsibility to shareholders, the capital markets, and the public.

Most applications of the Balanced Scorecard create alignment and synergies
within and across business units and support and staff groups. With the
increased emphasis on corporate governance, executives are now creating 
additional corporate value by using the Balanced Scorecard to enhance 
governance processes and to improve communication with shareholders.
Many executives feel as did Jeff Immelt, CEO of General Electric, when he 
stated, “I want investors to know that they can trust us to govern our company
effectively. Then, they can judge GE by the quality of our business, our strategy,
and our execution.”1

All market systems require intermediaries to help direct capital to its most 
productive opportunities and to monitor the performance of managers who
have been granted capital by external investors. Not every business idea 
proposed by a manager or entrepreneur deserves funding. And it’s difficult for
investors to monitor and sanction decisions taken by a company’s management,
especially since those actions are not fully disclosed to them. A variety of 
institutional approaches have evolved to fill this information gap, lest investors
refuse to put their capital at risk. For example, accountants and market analysts
serve to improve transparency and reduce investor risk. Perhaps the most
important component in this entire system of intermediation and governance 
is the company’s board of directors.

The Vital and Multiple Roles of the Board

An active, engaged board is essential to shaping and executing a successful
strategy. Boards contribute to organizational performance by fulfilling the 
following five major responsibilities:

1. Ensuring Integrity and Compliance

Directors must ensure that corporate reporting and disclosure accurately 
represent the underlying economics of company performance and its key 
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risk factors. Integrity and compli-
ance in financial reporting include
conforming with legal, accounting,
and regulatory requirements, such
as those set forth in the Sarbanes-
Oxley Act of 2002. Internal and
external auditors help the board
gain assurance that the company’s
reporting, disclosure, and risk
management processes comply
with these rules and regulations.
Directors must also monitor the
risks taken by the company, and
verify that executives have insti-
tuted adequate risk management
processes to mitigate the conse-
quences of negative events.
The board must ensure that the
company has adequate internal
controls to prevent loss of the
company’s assets, information,
or reputation. And it must 
ensure that company managers
are operating ethically and
according to the company’s 
code of conduct in dealing with
suppliers, customers, and commu-
nities, as well as employees.
The board must also verify that
employees have not violated laws
and regulations that would risk
the company’s assets or even its
right to operate.

2. Approving and Monitoring
Enterprise Strategy

Board members do not generally
participate in the creation and 
formulation of strategy. This is 
the responsibility of the CEO and
the executive leadership team.
But board members are responsi-
ble for ensuring that the CEO 
and executives have fulfilled 
their responsibility of formulating
and implementing a strategy
that will result in the creation of
long-term shareholder value.
Furthermore, board members
approve or reject major manage-
ment decisions related to strategy
implementation. To carry out 
this responsibility, board members
must fully understand and
approve the company’s strategy.
Once it is approved, directors
continually monitor its execution

and its results. For these purposes,
directors must understand the key
value drivers and key risk drivers
of the business.

3. Approving Major 
Financial Decisions

The board ensures that financial
resources are being used efficiently
and effectively to achieve the
company’s strategic objectives.
This entails approving the annual
operating and capital budgets,
and authorizing major capital
expenditures, new financings or
repayments, and major acquisitions,
mergers, and divestitures.

4. Selecting and Evaluating
Executives

The board hires the chief executive
officer and determines his or her
compensation. The board also
generally approves the hiring of
other senior executives, such as
the chief financial officer and
chief administrative officer. Every
year, the board assesses the 
performance of the CEO and the
executive team and approves
appropriate compensation and
incentives. The board must also
ensure that a succession plan
exists for all members of the
executive team to protect the
company from the unexpected
death, illness, injury, or voluntary
departure of any key executive.

5. Counseling and 
Supporting the CEO

The board counsels and advises
the CEO. Individual board mem-
bers use their specific knowledge
of the industry and their functional
and management expertise to
provide guidance based on the
company’s history and its compet-
itive positioning. Directors share
their knowledge, experience, and
wisdom as the executive team
describes strategic opportunities
and impending major decisions.

Limited Time, Limited Knowledge

To carry out their multiple
responsibilities, board members
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need to know a great deal. They
must know the company’s financial
results, its competitive position,
its customers, its new products, its
technologies, and the capabilities
of its workforce; they must be
aware of the performance and
capabilities of its top managers, as
well as of its broader talent pool.
Edward Lawler, Director of the
Center for Effective Organizations
at the University of Southern
California’s Marshall School of
Business and a leading scholar 
on human capital, organizational
effectiveness, and, more recently,
corporate boards, states:

A board should be focused on
lead indicators. The challenge 
is to know what the right lead
indicators are—which ones 
are unique to the organization
and its business model…
Boards need to review infor-
mation about the culture of
the organization. They need
indicators of how customers
and employees feel they’re
being treated.2

Finally, boards must know
whether the company is comply-
ing with legal, regulatory, and
ethical standards.

In reality—and recent history
demonstrates this—boards often
fall short in carrying out these
responsibilities. Why? At times,
this is due to the limited time
directors have available to execute
them. Outside, independent board
members usually hold significant
leadership positions in their own
organizations; it is difficult for
them to spend a large amount of
time on board matters. But another
reason is that the information 
provided to directors is often
inadequate. Companies must
therefore find ways to help board
members use their available time
more effectively. Such efforts
would include streamlining the
information board members
receive and must evaluate before
board meetings, as well as the
information that is presented to
them at the meetings. It would
also include focusing board

meetings on matters of the high-
est strategic importance to the
company. As Jay Lorsch, Harvard
Business School professor and
a leading scholar on corporate
boards and governance, says: 

If directors were regularly 
getting a Balanced Scorecard,
they would be much more
likely to be informed about
their companies on an on-
going basis. The scorecard’s
emphasis on strategy (linking
to all activities, day-to-day 
and long-term) could help
directors stay focused.3

A governance system built around
the Balanced Scorecard helps the
board of directors meet the two
critical board challenges: limited
time and limited information.

The Balanced Scorecard in the
Board Governance Process

The use of the Balanced Scorecard
by and for boards of directors 
is an emerging practice, though
one that we feel will grow over
time. An increasing number of
companies are including Balanced
Scorecards in their board informa-
tion packet, and reserving some

time for discussion of BSC 
performance during board 
meetings. First Commonwealth
Financial Corporation, a regional
bank holding company based 
in west-central Pennsylvania,
has pioneered the use of the
Balanced Scorecard as the central
document for board review and
deliberations; it uses a three-part
BSC program (see Figure 1) as
the cornerstone of its corporate
governance system. We draw 
heavily on the First Commonwealth
experience.

The Enterprise Scorecard

A board of directors’ Balanced
Scorecard program starts with the
enterprise scorecard. The board
approves the organization’s strategy
map of linked strategic objectives
and the associated enterprise
scorecard containing performance
measures, targets, and initiatives.
This enterprise scorecard, would,
of course, have previously been
created primarily for its traditional
role: helping the CEO communicate
and implement the corporate
strategy throughout the organiza-

Board Balanced Scorecard 
• Defines the strategic contributions of the board 
• Helps manage the performance of the board 
 and its committees 
• Clarifies the strategic information the board needs 

Executive Balanced Scorecards 
• Define the strategic contributions 
 of each executive 
• Help assess and reward executives’ 
 performance
• A key information input for the board 

Enterprise Balanced Scorecard 
• Describes the enterprise strategy, 
 measures, and targets  
• Helps manage enterprise performance
• A key information input for the board  

3

Figure 1. The BSC Approach to Corporate Governance

A three-part BSC program is the cornerstone of the corporate governance system.



tion. First Commonwealth’s strategy
map, for example, focuses on 
cultivating lifetime customer 
relationships and contains high-
level financial objectives for 
revenue growth and productivity
enhancements; customer objec-
tives for lifetime relationships 
and excellent service delivery; the
critical internal process objectives
of leveraging client information
and selling bundled financial
products and services tailored 
to individual customer needs; 
and the learning and growth
objectives of motivating and train-
ing employees in the new strategy
and the new way of selling.

But besides its conventional use,
CEOs should use the enterprise
scorecard to foster constructive
discussions with their boards
about the company’s strategic
direction and strategy execution
performance. In this way, the
Balanced Scorecard plays a 
central role in the governance
process by providing board 
members with the financial and
nonfinancial information essential
for their performance oversight
responsibilities. At Wendy’s
International, one of the world’s
largest restaurant operating 
and franchising companies with
more than 9,500 total systemwide
restaurants, senior executives 
and the board of directors com-
municate using the BSC. Every
year, its board uses the BSC to
guide its intensive review of 
the company’s financial results,
new-store growth, market share,
customer satisfaction, taste and 
value-for-money comparisons
against key competitors, process

redesign benefits, and employee
satisfaction and turnover. And
through the BSC, management
updates the board every quarter
on specific leading indicators,
especially consumer-attributes feed-
back and changes in market share.4 

Executive Scorecards

The second component of a
board governance Balanced
Scorecard program consists of
executive scorecards that the 
full board and its compensation
committee can use to select,
evaluate, and reward senior 
executives. Executive compensa-
tion has been identified as an

area in which
board perform-
ance has been
most inadequate.5

Many observers
of corporate
boards now
believe that
board compensa-
tion committees

fail to set executive compensation
at levels commensurate with 
executives’ responsibilities and
performance. These observers
argue that compensation commit-
tees have been hijacked by CEOs
and by the compensation consult-
ants hired by CEOs to “assist”
the board in setting executive
compensation levels. Indeed,
the corporate world is rife with
examples of top executives 
whose generous pay packages 
are insulated from poor corporate
and managerial performance, a
fact that has been highlighted in
the corporate scandals of recent
years and scrutinized by the media
and shareholder activist groups.

Clearly, for boards to perform
their responsibilities of executive
oversight and evaluation, they
need a tool that will provide them
with a valid, objective assessment
of executive performance. The
board should design and approve
a compensation and incentive 
system that rewards executives

when short- and long-term 
value have been created. The 
compensation plan should call 
for below-average compensation
when company performance 
falls short of industry averages.

Executive scorecards describe 
the strategic contributions of key
executives. They help the CEO
and the board isolate the expected
performance of an individual
executive from that of the entire
enterprise. So, how does an
organization develop executive
scorecards? 

Start with the enterprise score-
card. The CEO and the executive
team must first agree upon those
enterprise objectives that are the
primary responsibility of each
executive-team member, and then
use those objectives to shape
individual scorecards.

For example, the chief information
officer will likely be responsible
and accountable for the informa-
tion capital objectives in the
learning and growth perspective,
as well as for those internal and
customer objectives whose
achievement is driven by high-
quality databases and information
systems. The corporate HR director
(chief human resources officer)
will have primary responsibility
and accountability for ensuring
that (1) employees have the 
requisite skills and experience 
to execute the strategy; (2) an
effective communications program
is in place to make all employees
aware of the enterprise and busi-
ness-unit strategy; and (3) each
employee has personal objectives,
a personal development plan, and
an incentive plan based on his or
her contribution to enterprise and
business-unit strategic objectives.

At First Commonwealth, for 
example, the CEO has primary
responsibility for the bank’s new
marketing and sales strategy,
but other executives—the COO
and the CIO—have primary

B a l a n c e d  S c o r e c a r d  R e p o r t
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about the company’s strategic direction and

strategy execution performance.
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responsibility for cost, quality,
and the customer-responsiveness
of daily operations.

By developing executive score-
cards for each member of the
senior leadership team, the CEO
aligns them all to the strategy,
has an explicit mechanism to 
hold them accountable for their
performance and contributions,
and can then reward them based
on objective measures of their
performance. And executive
scorecards provide the board’s
compensation committee with
information it can use to assess
how well the CEO is evaluating
and rewarding individual 
executive performance.

The CEO scorecard can be 
constructed in the same way,
highlighting those aspects of the
enterprise scorecard for which the
CEO has primary responsibility
for implementing. The CEO 
scorecard, and possibly even 
the executive scorecards, can 
be supplemented with key per-
formance indicators that address
aspects of leaders’ performance
beyond their impact on strategy
implementation and shareholder
value. For example, the CEO may
have specific responsibilities asso-
ciated with instituting effective
governance processes, ensuring
environmental and community
performance, and maintaining
relationships with key external

constituents such as investors,
strategic customers and suppliers,
regulators, and political leaders. To
illustrate, at First Commonwealth,
the CEO is also expected to lead
the way in establishing and rein-
forcing First Commonwealth’s
market presence and corporate
contributions in every community
in which it operates.

The board compensation commit-
tee should use the CEO’s executive
scorecard when designing the
CEO’s performance contract,
since it provides a more objective
and defensible basis for the 
CEO’s compensation arrangement.
Performance targets for the 
CEO’s scorecard measures can 
be established based on explicit
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Figure 2. The Board of Directors Strategy Map 

The board’s strategy map clarifies how the board contributes to the enterprise’s performance and creates shareholder value.



growth targets and performance
relative to the industry.

The Board Scorecard 

We believe that most boards will
find using both an enterprise
scorecard (to guide board meet-
ings) and executive scorecards 
(to monitor the performance 
of senior management) to be
straightforward applications of
their strategic oversight responsi-
bilities. In fact, the Chartered
Management Accountants of
Canada (one of the world’s most
progressive accounting associa-
tions), has advocated that this
practice should become standard
for all companies.6 A more novel
application of the Balanced
Scorecard is developing a strategy
map and Balanced Scorecard for
the board itself. The Sarbanes-
Oxley Act requires that boards
assess their own performance
every year. What better tool to

help in such a performance evalu-
ation than an explicit statement of
the board’s strategic objectives? 

A board Balanced Scorecard 
provides the following benefits: 

• It defines the strategic 
contributions of the board.

• It provides a tool to manage
the composition and perform-
ance of the board and its 
committees.

• It clarifies the strategic informa-
tion required by the board.

Consider the generic board strategy
map shown in Figure 2 (previous
page), and the segment from the
associated board scorecard (which
provides further detail on the
Executive Development theme) in
Figure 3. The board strategy map
typically uses financial objectives
identical to those articulated in
the enterprise strategy map, since,
ultimately, the board’s success in

serving shareholders will be
measured by its ability to guide
the management team towards
superior financial performance.

In place of the traditional customer
perspective, the board scorecard
uses the stakeholder perspective,
reflecting the board’s responsibili-
ties to investors, regulators, and
communities. These responsibilities
include:

• Approving and monitoring
enterprise performance and 
setting high-level performance
goals for the enterprise;

• Evaluating and strengthening
executive performance; and

• Ensuring that the enterprise
complies with regulations,
laws, and community standards
and that adequate systems of
internal control are in place.

These critical responsibilities miti-
gate the potential moral hazards

B a l a n c e d  S c o r e c a r d  R e p o r t
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Figure 3. Detail from the Sample Board Strategy Map—Executive Development Theme

This detail shows the ownership of different objectives within the Executive Development theme across all scorecard perspectives.



of managers acting in their self-
interest rather than in the interests
of the company’s shareholders.
Again, we emphasize: the board
is the single most important com-
ponent in the entire system of
capital market governance. It is
there to ensure that managers 
are providing shareholders and
regulators with valid financial and
nonfinancial information (thereby
reducing the impact of “hidden
information”) and that managers
are using shareholders’ capital to
advance the long-term interests of
those shareholders. These board
responsibilities are central to the
effective functioning of the capital
markets. If investors cannot be
assured that boards are carrying
out these responsibilities objectively
and independently, they will be
reluctant to entrust their capital to
enterprise management.

The internal process perspective
of the board scorecard contains
the objectives for the board
processes that enable the board
to meet its shareholder and stake-
holder objectives. Figure 2 shows
three strategic themes for board
processes: Performance Oversight;
Executive Development; and 
Compliance, Communication, and
Corporate Citizenship. These
themes provide the architecture
for defining the specific internal
process objectives of the board.
These themes also apply to the
board’s primary committees. The
governance committee has primary
responsibility for performance
oversight. The compensation 
committee has primary oversight
for evaluating and motivating 
the senior executive team. And
the audit committee has primary
responsibility for enterprise 
compliance and communication
with external constituencies.

The learning and growth perspec-
tive of the board scorecard contains
objectives for three areas: (1) the
skills, knowledge, and competen-
cies of the board; (2) the board’s
access to information about the
enterprise’s strategy and results;

and (3) board culture, especially
the characteristics of productive
board meetings that feature dis-
cussion and interaction between
the board and the executive 
leadership team. Measures for 
the board’s learning and growth
perspective can be generated
from board member surveys,
completed after each meeting,
that assess the quality of the
meeting, the board’s processes,
and the information supplied 
in advance of and during the
meeting.

Commenting on the importance
of the board scorecard’s learning
and growth objectives, Dave
Dahlmann, the vice chairman of
First Commonwealth, explained:

The board surveys help us
determine if we have the right
skills to help the company in
its strategic direction, the right
strategic information at the
right time, and the right climate
to encourage discussion and
dissent.7

Deeper Understanding,
Greater Accountability

A three-part Balanced Scorecard
program, consisting of an enter-
prise scorecard, executive score-
cards, and a board scorecard,
can provide the information 
and the structure boards need to
more effectively carry out their
vital responsibilities in the capital 
market governance system. At 
the same time, the transparency
these scorecards provide also
boost the board’s accountability.
The enterprise scorecard, supple-
mented with the associated 
scorecards of business and key
support units, informs the board
in a succinct yet powerful way
about the strategies being imple-
mented by the enterprise. As it
monitors, counsels on, approves,
and decides the enterprise’s 
strategic direction, the board will
operate with a much deeper
understanding of the enterprise’s
strategic context—without being
overloaded with excessive quanti-

ties of information. Executive
scorecards provide a clear basis 
for monitoring the management
team’s performance, for compen-
sating executives based on per-
formance along strategic targets,
and for assessing the adequacy of
executive succession plans. Finally,
the board scorecard informs all
board members of their responsi-
bilities and facilitates the periodic
assessment of board performance
according to clearly articulated,
well-understood criteria. �
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One of Europe’s largest electric
utilities, Madrid-based Endesa
boasts more than 100 business
units in 15 countries. It leads the
market in Spain and several South
American nations, and has major
operations in Italy, France, and
Portugal.

Endesa serves more than 22 million
electric and gas customers with 
a 27,000-strong workforce spread
throughout Europe and South
America. The company manages
€45.7 billion in assets (including
power generation, transmission,
and distribution1) and has a market
capitalization of €24 billion. In
2005, it recorded annual revenues
of €18.2 billion.

Endesa’s heft is remarkable consid-
ering its origin as a government-
owned power company founded
in Spain in 1944. In 1998, the
Spanish government privatized
Endesa in response to European
Union directives. Because Spain’s
country risk and interest rates
were lowered to the average EU
level, Endesa had ample cash 
flow available for investment.2

The company promptly expanded
vertically by acquiring five distri-
bution companies. Then, viewing
Latin America as a natural market
for international expansion (owing
to cultural and language similari-
ties), in 1999 the firm purchased
majority ownership of the Enersis
Group, at that time South America’s
largest private electricity company.

Next, Endesa widened its
European operations by starting
energy-trading businesses in the
U.K., the Netherlands, and Poland.
The company also bought a 10%
stake in the Amster-dam and
Warsaw power markets.

Meanwhile, other formerly state-
owned European utilities were
also attempting to enlarge their
sales in Europe. Though Endesa 
is smaller than these rivals, it
acquired the third-largest power-
generation company in Italy
(Ellettrogen, which it renamed
Endesa Italia) and the second-
largest in France (Société
Nationale d’Electricité et de
Thermique, or La SNET). The
acquisition process occurred
through an open-bid policy, by
which governments that were 
privatizing their utilities accepted
bids from interested acquirers.
Endesa submitted competitive bids
based especially on its experience
in managing and updating coal-
burning power plants.

In pursuing growth so aggressively,
Endesa inadvertently activated a
worrisome cycle. Its many acquisi-
tions had put the firm heavily in
debt. Owing to Latin America’s
historical economic volatility,
in particular the currency crises 
in Mexico (1998) and Argentina
(2000–2001) and chronic inflation
woes, investors saw aggressive
growth as risky. These percep-
tions, combined with Endesa’s

extensive use of leverage, sent the
company’s share price tumbling
during 2001. Many employees 
had bought shares during the 
privatization process, and the
sinking price demoralized them.
Executives realized they needed to
define a cogent strategy that would
reverse these declines and unite
their sprawling enterprise.

Speaking the “Language 
of Strategy”

During the Enersis acquisition,
Antonio Pareja—then head of
Endesa’s Planning & Controlling
Directorate, the company’s strategic
planning and management unit—
admired the strategic management
system Enersis was establishing.
That system was the BSC, whose
implementation was led by Juan
Andalaft—at that time, Enersis’s
Strategic Management Corporate
Coordinator. In 2000, Pareja per-
suaded Andalaft to transfer to
Endesa’s headquarters in Madrid
to lead a similar initiative there as
Corporate Planning Officer and
BSC program manager. The goal?
To create a common “language of
strategy” and establish a reliable
strategy-execution system.

Led by Endesa’s Planning &
Controlling Directorate, a BSC

B a l a n c e d  S c o r e c a r d  R e p o r t
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E Privatize, Unify, Decentralize:
Endesa’s Strategic Path to
Global Expansion
By Lauren Keller Johnson, Contributing Writer 

How to morph from centralized public utility to decentralized
—and rapidly expanding—private enterprise, all while keeping
far-flung division leaders united behind shared goals? Endesa,
the utilities giant headquartered in Madrid, used the BSC to
inspire unit leaders to shape high-level strategy. Its successful
transformation and glowing results earned the company a
place in the BSC Hall of Fame in 2005.

A T  A  G L A N C E

Endesa 
Madrid, Spain

Industry: Electric and gas 
utilities, including power genera-
tion, transmission, and distribution

Net revenues: €18.2 billion  

Employees: 27,000

Facilities: Major operations in
Spain, Italy, France, Portugal, and
several South American countries;
more than 100 business units in 
15 nations

BSC adopted: Piloted in 2001,
adopted in 2002; cascaded in 2003
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project team gathered input from
business-unit heads in 2001 to
define a strategy that emphasized
operational excellence. Top 
management concluded that to
achieve its overarching goal—
maximizing shareholder value—
Endesa had to fulfill three ongoing
objectives: (1) maintain its leading
position in Spain and Portugal; 
(2) consolidate its position in
Europe and Latin America; and 
(3) satisfy customers and regulators

by minimizing operating costs and
maximizing reliability of electricity
supply. During 2002, strategy
maps reflecting these plans were
developed for Endesa and its
Spain and Portugal business unit,
to serve as pilots for the BSC 
program.

At the time, complex and varied
regulations were shaping the
industry, including the Kyoto
Protocol for reducing carbon 

dioxide emissions and the decision
to privatize the gas-supply business,
which, given the convergence
between electricity and gas, was
important for the utility’s future.
Thus, Endesa’s prototype strategy
maps featured a fifth perspec-
tive—“other stakeholders”—that
contained the objective: “Take
care of relations [i.e., maintain
sound relationships] with local
authorities and regulators.” These
entities authorize the installation

Internal
Perspective

Customer
Perspective

Financial
Perspective

Increase
total shareholder

return

Minimize risk
perception

Keep financial
structure
balanced

Maintain
leadership in
Spanish and
Portuguese

markets

Achieve
perception of 

excellent 
quality

Be the Leader in 
Spain and Portugal

Maximize
Shareholder Value

Pursue Excellence in
Quality and Service

Learning
& Growth

Perspective
Alignment 

with strategy, 
business self-

government,  and 
accountability2

Integrate
sustainability
and minimize

environmental
risk

Secure employee
commitment,

accountability, and 
empowerment

Exploit scale
economies
by aligning

main
suppliers

Extract
value from

telecom
business

Promote
technology 

innovation as 
foundation of 
future growth

Other
Stakeholders

Perspective Take care of relations with local authorities and regulators

Ensure
sustained

growth

Become
leader in

liberalized 
markets in Spain 

and Portugal

Increase
power generation
capacity in CCGT 1

and renewals in
Spain and
Portugal

Pursue
operational

improvement
on a continual

basis

Take advantage
of growth 

opportunities in 
Europe

Capture
improvements in

regulation

Take 
advantage of 

Latin American
recovery

Revitalize
external

communications

Strengthen
position in

Europe

Ensure Latin-
American businesses’

contribution to
growth

Improve
risk profile

in Latin
America

Achieve 
excellence in new
commercial and

value-added
products

Improve
quality of

service

1 Combined cycle gas turbine, one of the latest technologies in power generation plants.
2 That is, align the organization and employees to the strategy,and ensure leaders’ accountability through performance-based compensation.

Figure 1. Endesa’s Corporate Strategy Map (2005–2009)

By making Endesa’s strategy and strategic objectives crystal clear, 
the strategy map has enabled the far-flung organization to achieve decentralization with unity.
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and operation of facilities and 
set prices for captive customers,
respectively. Performance on this
objective is measured by Endesa’s
ability to reduce regulatory penal-
ties and expenses.

By the end of 2002, Endesa had
automated its scorecard. The 
following year, it designated the
BSC as its only performance man-
agement framework. (Previously,
its many businesses had used
their own systems and methods.)
It also linked bonus compensation
for most of its 700-plus executives
to strategic performance. The
Spain and Portugal unit began
cascading its strategy map and
scorecard to its main business
lines—power generation, net-
working, supply, and energy 
management. Endesa’s Latin
American and European units,
along with its corporate support
departments, also developed 
strategy maps and scorecards.

Culture Shift

The process wasn’t easy. For 
one thing, transitioning from a
government-owned to a private
enterprise required a grueling 
cultural shift. The company now
had to compete for customers,
strive for new efficiencies (includ-
ing allocating financial resources
more effectively), and deliver
results to shareholders. Privatization
brought the inevitable painful 
layoffs. (Though resistance to the
change came from many quarters,
younger employees tended to
embrace privatization because
they believed it would present
them with better opportunities—
including bigger financial rewards
if they met the new challenges.)

Many business-unit leaders, heads
of recently acquired organizations,
presumed that the purpose of 
the BSC initiative was to tighten
controls and consolidate power 
at headquarters. Endesa’s history
as a centralized organization, and
the fact that the BSC initiative was
led by the Planning and Control

Directorate, contributed to this
misperception.

To send the message that the BSC
was intended to improve strategy
execution, not solidify power at
the top, the project team took
pains to explain the BSC’s bene-
fits in executive conferences and 
seminars.

Endesa has also striven to
enhance awareness of strategy
and the BSC at lower levels in 
the organization. For example,
the HR team created a certification
program to ensure that anyone 
at Endesa who manages a team
understands the company’s strategy
and receives training in how to
define strategic objectives that
support that strategy. HR gauges
team leaders’ strategic understand-
ing through surveys conducted
during the year. Some 30 “assess-
ment committees,” each consisting
of the functional area heads with-
in each SBU, ensure objectivity
during strategy performance 
evaluations by analyzing employee
evaluations. The committees also
identify individuals who have
made the strongest contributions
to strategic performance—those
meeting personal objectives
linked directly to strategic 
objectives—and recognize them
through an annual bonus. In addi-
tion, the company has delivered
numerous courses for mid- and
lower-level employees on the BSC
process. For workers with the
least understanding of the BSC
and corporate strategy, trainers
focus on showing how individual
and team objectives support the
high-level objectives depicted on
division and corporate strategy
maps.

Decentralizing and Aligning

Executives’ increasing acceptance
of the BSC (assessed through 
surveys) enabled Endesa to 
successfully undergo a major 
reorganization during 2004–2005,
in which the company decentral-
ized while also aligning newly

autonomous business units
through cascaded strategy maps.

According to Andalaft, decentral-
ization has had a particularly 
significant impact on the investment
decision process—increasingly
important in light of the company’s
expanded operations. Before
decentralization, the corporate
office made all investment deci-
sions. Today, business-unit leaders
make them. This new policy
enables Endesa to leverage local
managers’ deep knowledge of
opportunities, says Andalaft. It
also accelerates the decision-
making process.

Decentralization proved key to
Endesa’s strategy. As Andalaft
explains, “Our industry is still
heavily regulated regionally and
nationally. For example, income
from distribution (the price ordinary
consumers must pay for utilities)
is fixed by the government each
year. Thus there are few synergies
to be gained by centralizing.
Decentralizing helped us improve
our flexibility, agility, and effec-
tiveness, as measured through
internal surveys of performance
on relevant metrics.”

Endesa incorporates the scorecard
methodology in its strategic 
planning process, which works
from the bottom up. Every fourth
quarter, business-unit leaders 
conduct a SWOT (Strengths,
Weaknesses, Opportunities, and
Threats) analysis to develop 
alternative competitive scenarios
based on their understanding 
of industry changes. In late
October, led by Endesa’s Corporate
Strategy Directorate, they gather
with corporate directors and 
CEO Rafael Miranda at a “Strategy
Thinking” workshop. Over several
days, participants evaluate each
unit’s scenarios and devise a 
corporate strategy for the coming
five years. For instance, the latest
map depicts the hypothesis that
taking advantage of growth
opportunities in Europe and
becoming a leader in liberalized
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markets in Spain and Portugal 
will help ensure sustained growth
(see Figure 1, p.9).

The Directorate revises the exist-
ing corporate-level strategy map
to reflect any changes, and SBU
and support unit leaders debate
the proposed revisions. The final
map, accompanied by 200-word
definitions clarifying each strate-
gic objective, is reviewed and
approved by Endesa’s board of
directors.

With the corporate-level map
updated, unit leaders revise their
cascaded maps and scorecards 
to maintain alignment. According
to Andalaft, the emphasis on 
consensus fosters “a shared vision
of the company’s strategy and
higher sense of ownership and
commitment from [unit leaders].”
José Bogas, general director for
Endesa’s Spain and Portugal unit,
puts it another way: “The BSC 
has helped us to understand the
strategy in our own language, as
something that has its feet on the
ground, rather than abstract ideas
in the clouds.”

Generating Results

Endesa’s use of the BSC to imple-
ment its strategic transformation
has generated impressive results.
During 2002–2004, the company’s
stock price rose 55%; by late
2005, it had climbed an additional
28.5%. Net profit rose 154% in
2005. Endesa also managed to

reduce debt from €22 million 
to €18.5 million over that same 
period, achieving a debt-to-equity
ratio of 1:1. Simultaneously,
productivity rose in the Spain and
Portugal unit’s businesses—by
12% in power generation, 11% in
networking and distribution, and
22% in energy supply. Meanwhile,
sales in Spain jumped from 85,602
GWh (gigawatt hours) in 2002 to
96,731 GWh in 2004, increasing
by an additional 32% in 2005.
And whereas Endesa had virtually
no sales in Europe in 2001, by the
end of 2004, it was selling 43,474
GWh throughout the continent;
from 2004 to 2005, European
sales rose 41%. Service quality
improved in these years—as
demonstrated by a 38% decrease
in time of equivalent interruption
of power (TEIP), an industry-
standard key performance meas-
ure. By late 2005, TEIP had
decreased by an additional 30%.

Of course, like any scorecard
implementation, Endesa’s is a
work in progress. With its eye on
the future, the company plans to
complete the scorecard cascading
to its remaining business units.
Endesa expects to have 40 to 
50 scorecards in the next few
years. Executives also want to 
further clarify the BSC process 
by simplifying strategy maps 
and scorecards; besides trimming
the number of objectives and
measures, they will use metrics

without a strategy map for score-
cards created for the organization’s
lower levels. In addition, they
anticipate using business simula-
tion to clarify cause-and-effect 
relationships among strategic
objectives and produce more
detailed, informed forecasts.

With over 40% market share in
every significant business, Endesa
dominates the Spanish electric
power market. And it has fortified
its position in adjacent European
markets while expanding in
Eastern Europe. Results in its
recently acquired companies have
exceeded expectations, especially
in Italy and France.

Still, Endesa must continually
address the uncertainties 
characterizing its industry. The
biggest of these is its own fate,
following the just-approved 
hostile acquisition of Endesa by
Barcelona-based Gas Natural
Group. Spain’s antitrust court had
opposed the takeover, and many
industry analysts viewed the 
decision as politically motivated.
One hopes the new parent does
everything possible to sustain
Endesa’s remarkable success. �

1. “Distribution” in the electric power industry
refers to converting the high-voltage energy 
produced by a power generation facility into
low-voltage form for use by customers.

2. After Spain joined the EU and adopted 
the euro, its interest rates fell to 4%, from 
pre-euro levels of 10% or more.

Reprint #B0603B
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Note: Suzano Group S.A. acquired 
the remaining 50% of Polibrasil
Resinas in September 2005, bringing
to three the number of petrochemical
companies in its portfolio. At that
time, it retired the Polibrasil name;
Suzano Petroquímica is the new
name for the old Polibrasil and its 
sister companies, which now include
a fourth, Rio Polímeros. Since each
company retains its own administra-
tion, references to Suzano Petro-
química in this article refer to the
operating unit once called Polibrasil. 

For São Paulo–based Suzano
Petroquímica (SP), Latin America’s
leading producer of polypropy-
lene, the BSC is a family affair.
Parent company Suzano Group 
had successfully implemented 
the scorecard in 1999 in its paper
and pulp business. Two years
later, it implemented a scorecard
at Politeno (its polyethylene 
company) and, in 2002, another 
at Petroflex, its synthetic rubber
manufacturing company.

The results at these sister compa-
nies impressed SP’s CEO José
Ricardo Roriz Coelho, especially
given the looming clouds in 
his business. For, despite its
ostensibly secure market (85% 
of SP’s output is sold domestically),
the company faced tough chal-
lenges. In the late 1990s, a world-
wide glut depressed polypropy-
lene prices, even while competi-
tors built additional plants in
Brazil. After a wave of industry

consolidation, price competition
once again heated up. More
recently, SP’s main raw material,
propylene, has become hard to
produce and in short supply.
And one of the company’s two
main suppliers is also its largest
competitor.

Coelho knew it was time to shore
up SP’s operational and strategic
strengths and launched the BSC in
December 2003. At the suggestion
of consultants, he established an
Office of Strategy Management in
June 2004 to ensure that the BSC
remained a vital force throughout
SP. To head the office, Coelho
tapped Edilson Teixeira, an 11-
year company veteran with exten-
sive experience in finance and
control (he had handled financials
and performance on a daily basis,
and written the company’s busi-
ness and strategic plans) and easy
access to the company’s directors.

Teixeira and his team of four
coordinate and support BSC 
activities throughout SP, as well as
all related planning, budgeting,
and strategy execution processes.
The OSM is also responsible for
coordinating the activities of the
Strategic Management Committee,
a multidisciplinary group made
up of representatives from all 
key functional areas—including
finance, logistics, marketing, HR—
and its three industrial sites. The
committee’s primary responsibility
is strategy review and SWOT

analysis for their respective areas.

Highlights of the Nine OSM
Processes at Suzano Petroquímica

Kaplan and Norton have identified
nine roles that the Office of
Strategy Management should 
play, based on their research of
companies that exemplify best
practices in strategy execution.1

The first three roles (Balanced
Scorecard Management, Organ-
izational Alignment, and Strategy
Reviews) represent the office’s
core duties; ideally, so should
roles 4 through 6 (Strategy
Planning or Strategy Develop-
ment, Strategy Communication,
and Initiative Management).
However, they are often performed
by other functional areas until 
the capacity exists in the OSM.
Roles 7 through 9 (Planning 
and Budgeting, Human Capital
Alignment, and Best-Practice
Sharing) are “integrative”—
representing functions the OSM
coordinates with other areas.

The OSM at Suzano Petroquímica
has evolved to perform these
roles in near-textbook fashion. Its
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Anatomy of an Early OSM
Adoption: Suzano Petroquímica’s
Office of Strategy Management 
By Carole Winkler, Contributing Writer 

To thrive in an era of global competition and increasing price
volatility, commodity producers must run a tight ship. Many
have adopted the Balanced Scorecard to help clarify strategy,
sharpen performance, and fortify their competitive strengths
by thinking and planning long term. It’s no coincidence that
Polibrasil Resinas (now Suzano Petroquímica), a 2005 BSC
Hall of Fame winner, had an OSM in place a mere six months
after adopting the BSC. Here’s an inside look at the company’s
OSM—in particular, its innovative initiative management tool.
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The Strategy Management 
Office at Suzano Petroquímica

Established: June 2004

BSC adopted: December 2003

Strategy Management Officer:
Edilson G. Teixeira, Performance Manager

Reports to: CEO

Full-time staff: Five. Besides SMO Teixeira,
1 performance consultant, 2 analysts 
(1 planning, 1 performance), and 1 trainee

Leader’s credentials: Eleven years with
the company, in a variety of performance,
budgeting, and planning positions in the
finance and controller’s office. Wrote 
business and strategic plans. Previous
experience includes 12 years in finance
and budgeting at food and healthcare
companies. Holds a BA in accounting and
postgraduate degrees in accounting and
financial administration.

Perspective on his job: Pressure is a 
normal part of the job, but Teixeira says he
thrives on it. He puts in 55- to 60-hour
weeks, but loves his work.
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work in initiative management is
particularly noteworthy. Equally
noteworthy is the board of direc-
tors’ involvement in strategy
development and oversight. In
Brazil, it’s not unusual for boards
of directors to influence and mon-
itor strategy, but SP’s board goes
the extra mile—holding forums 
to update employees on strategy
execution and BSC performance.

1. Balanced Scorecard
Management 

SP’s OSM runs and maintains 
the BSC software, which is linked
to the company’s enterprise
resource planning (ERP) system.
Teixeira’s group maintains the
corporate strategy map and coor-
dinates with strategy map supervi-
sors who are responsible for each
of the cascaded maps. The OSM
also coordinates SP’s strategy
management cycle.

2. Organizational Alignment 

The OSM fosters strategic align-
ment throughout SP. It ensures
that the company’s scorecards,
objectives, and measures (key
performance indicators, or 
KPIs) roll up consistently to the
corporate BSC. It maintains 
horizontal alignment by managing
a comprehensive communications
program, coordinating the variable
compensation program, and 
aligning strategic initiatives.

3. Strategy Reviews 

Strategy review at SP involves
every level of the organization.
Supervisors hold weekly opera-
tional review meetings; at the 
end of each quarter, the OSM
coordinates an operational review
meeting. Meanwhile, during the
first two weeks of every month,
the strategy map coordinators
input KPIs of the previous month’s
performance into the BSC soft-
ware. Data is statistically analyzed
so that end-of-year projections
can be made and any necessary
corrective actions taken.

Following the operational review
meetings, the OSM organizes

quarterly strategy review meetings
(Reunioes de Acompanhamento
Estratégico, or RAEs) for the
Strategic Management Committee
and other top managers and 
executives, approximately 25 
people in all. Each executive
updates the group on the strategic
objectives and initiatives under his
or her purview. Members discuss
remedial action for any initiatives
that are underperforming, modify
measures, and institute new
action plans.

Teixeira describes the company’s
strategy management cycle as a
“multi-tiered improvement process”
because measures can be adjusted
at the board of directors, group
(executives and managers), and
facility (supervisors and employees)
levels.

4. Strategy Planning 

SP’s board of directors kicks 
off the annual planning cycle
every March by reviewing the
company’s vision and principles.
In the 2005 session, directors
revised the mission: “[By 2015]
Suzano Petroquímica will be
among the top two private
Brazilian petrochemical compa-
nies, with higher income and 
profitability.”

The board also reviews and 
modifies the corporate strategy
map as needed, ensuring that
strategic themes, objectives, KPIs,
targets, and strategic initiatives
support the strategy. Once initia-
tives and targets are set, Teixeira,
as Strategy Management Officer,
works with the finance group to
develop the business plan. This
planning provides a foundation
for the budgeting process, which
begins in October.

5. Strategy Communication

Every quarter, the company 
holds an assembly at each location
(corporate, plus the three plants)
at which the board of directors
updates the 500-plus person
workforce on strategy—strategic
themes, performance results,

changes, and action plans. CEO
Coelho discusses the company
vision. Directors also reinforce 
the importance of the strategic
themes and of intangible assets
(e.g., knowledge) in improving
tangible—financial—results, and
emphasize ways the individual
employee can contribute to the
company’s success.

SP also communicates the compa-
ny vision and strategy through 
its intranet, e-mail, and written 
communications, and through
group and one-on-one meetings—
from executive to manager, and
on down the chain of command.
Through all these channels,
employees are shown BSCs and
strategy maps, with the company’s
mission emblazoned across them.
SP uses the scorecard to report
enterprise performance to the
board, whose members have 
electronic access to it through
BSC software, and to shareholders
and other stakeholders, such as
suppliers and the community.

6. Initiative Management

Suzano’s OSM shines in this role,
largely thanks to the innovative
investment matrix it uses to man-
age initiatives (see Figure 1, next
page). Created in early 2004, the
investment matrix is a spreadsheet
that lists every strategic initiative,
its relative strategic importance,
and its estimated cost. Every
January, the three plant managers
rank their initiatives against each
of the 11 scorecard objectives 
on a scale of 0 to 3. Then, each
ranking is multiplied by a weight-
ing assigned to each measure 
(on a 1 to 5 scale). Next, each
value is added up to produce a
total score. Teixeira confers with
the managers, making any neces-
sary adjustments before circulating
the matrix companywide.

As an objective ranking that’s
publicized throughout the compa-
ny, the matrix helps depoliticize
the funding of initiatives, so 
initiatives are evaluated on their
strategic merit alone. This is 
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particularly helpful when
resources are scarce. In Q1 2005,
for example, when expansion
spending squeezed cash flow,
finance instructed managers to
restrict initiatives funding to high-
priority items. The matrix made it
easier for managers to abide by
this request.

7. Planning and Budgeting 

Budgeting has been linked to 
the BSC since its inception, in
part thanks to Teixeira’s experi-
ence in the Controller’s office,
where he coordinated and wrote
the business plan.

Today, the OSM helps to coordi-
nate planning and budgeting 
(the Controller still handles the
numbers for the business plan),
relying heavily on the investment
matrix and KPIs and one-year 
targets determined jointly by 
the board and the Strategic
Management Committee. The first
year’s targets from the business
plan become the budget, which 
is approved November 30th.

Although the budget is developed
once a year, SP refreshes it every
month, using a rolling forecast it
calls “Nowlooks.” This spreadsheet
template, developed internally,
combines updated performance
results with sophisticated analyses
of economic, customer, and 
competitive data to estimate year-
end company results for each
KPI. Nowlooks is implemented
and run monthly with each 
scorecard, and is presented to the
Strategic Management Committee
and other executives during the
quarterly review meetings.

8. Human Capital Alignment 

One of the OSM’s first tasks was
to implement a new performance
incentive system that aligns with
the BSC. The company’s Variable
Remuneration Compensation
System, in place at the end of 
2004, links individual targets,
department or area targets, and
company targets with the BSC.

All employees are eligible for
bonus compensation: 75% of 
the bonus is based on business
results and 25% on the individual’s
competency, as determined by 
his or her performance evaluation.
Company targets rely on share-
holder value as the main driver,
while department/area targets are
derived from specific objectives
within the appropriate strategy
map.

The OSM created an information
folder, distributed to all employees,
that explains the system. Each
manager works with his or her
employees to develop a Personal
Commitment document containing
individual goals that align with
departmental goals.

9. Best-Practice Sharing

As at many companies, many 
of the most valuable learning 
experiences at SP take place
informally. Still, the OSM plays 
an important role in knowledge
sharing. It cosponsors formal
training on the BSC with HR; 
it also holds separate meetings 
for employees to discuss new
innovations of all kinds—techni-
cal, operational, administrative—
helping to leverage knowledge
and best-practice sharing through-
out the company.

In addition, the OSM periodically
holds best-practice discussion 
sessions with the strategy map
coordinators, in which they discuss

BSC concepts, organizational
alignment, and KPI results. OSM
also created and maintains a page
devoted to BSC best practices on
the company’s intranet.

Looking Ahead

Suzano Petroquímica’s OSM has
ambitious plans for 2006. In Q1,
it plans to begin developing a
two-day seminar on “Strategic
Learning” for mid-level managers
and directors that deals with
external industry scenarios. The
seminar’s results may provide 
fodder for the first revision of 
the company’s 2006 strategic plan.
In addition, the office will be
implementing planning software
to automate core business
processes. Though these processes
have always been integrated with
the BSC, the electronic interface
with the BSC software will be a
major enhancement. Finally, the
OSM plans to integrate process-
improvement methodologies, in-
cluding Six Sigma, with the BSC. �

1. Robert S. Kaplan and David P. Norton,
“Strategic Management: An Emerging
Profession,” BSR May–June 2004 (Reprint
#B0405A).

Visit http://www.bscol.com/educa-
tion/osm/ for information on
Balanced Scorecard Collaborative’s
program on the Office of Strategy
Management.
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Figure 1. Suzano Petroquímica’s Investment Matrix for Managing Initiatives

Not all objectives and measures for each theme are shown, so this example is hypothetical. 
Each project is ranked according to its impact on each measure by multiplying 

the impact number and its weighting (on a scale of 1 to 5; 5 = most important) and 
adding up all the values for a total score.



One of the most common miscon-
ceptions about the Balanced
Scorecard is that it is a metrics
project. Those who view it as just
another reporting tool relegate 
the BSC to the traditional monthly
staff meeting, whose primary 
purpose is operational control. In
this kind of meeting, the discussion
of scorecard performance revolves
around individual performance
measures, not an integrated 
performance picture. Reports
focus on quantitative, operational
outputs that shed light on single
functions. Because organizational
learning happens only during the
meetings, with little interim com-
munication among BSC program
participants, this approach stifles
change management, and thus
organizational improvement.

Strategy management is fundamen-
tally different from traditional
operational management because,
quite simply, it puts strategy 
first. Measurement is a means to
an end, not an end in itself. As 
an output of the strategy manage-
ment process, BSC reporting
emphasizes strategic performance.
The qualitative information it 
provides is as relevant as the
quantitative information; indeed,
reporting provides a balance
between them. Furthermore,
the monitoring, feedback, and 
dialogue characteristic of a strategic
management process lead to 
continuous strategic learning.

Unlike operations-oriented
reviews, which seek general
improvement across all metrics,
strategy-driven reviews target
improvement on the areas of
greatest strategic impact.

So how do you institute a distinct
strategy management process to
make the most of your BSC pro-
gram—and strategic transformation?

The New Management Meeting

The Balanced Scorecard provides
a framework for a new type of
management meeting that focuses
on strategic performance review
and continuous strategy manage-
ment. This strategy review 
meeting is organized around the 
strategic themes and objectives
depicted within your organization’s
Balanced Scorecard. Its participants
are the executives or managers
with accountability for the given
BSC—at the enterprise, unit, or
department level. Initially, some
organizations hold these strategy
review meetings once a month,
shifting to a quarterly schedule;
others do the reverse. The fre-
quency of meetings will depend
on the organization’s circumstances,
including its urgency for change,
available resources, and leader-
ship team’s style.

An agenda for a strategy review
meeting might look like this:

• Review the strategy map in 
the context of overall business

strategy and external factors
(high-level review).

• Follow up on action items 
from the previous meeting.

• Review financials for consistency
of results. (Any wide variations
are red flags that should be
investigated, signaling either a
serious problem with the process
itself or with the measure.)

• Focus on problem areas and
identify action items.

• Review the progress of ongoing
initiatives and ensure their
alignment with the strategy.

Participants should be sure to
address the implications of below-
target performance in key areas.
While the goal of review meetings
is analyzing strategic performance,
it’s still important to scan all 
performance data to ensure that
evaluation standards remain 
consistent over time.

By focusing on strategy, the 
new strategy review meeting
encourages continuous learning
about it. Executives, managers,
and BSC administrators gather
strategic performance data be-
tween meetings, as they engage in
ongoing dialogue. Team members
examine performance anomalies,
test hypotheses, and seek potential
solutions. This facilitates collabo-
rative problem solving, while
helping to identify strategic issues
worthy of discussion at the next
strategy review meeting.

The Right Tool: The Advantages
of Reporting Software Over
Spreadsheets 

At the heart of the new manage-
ment meeting is the BSC strategy
review report. While research
shows that the leading spread-
sheet program is still the most
widely used software supporting
BSC implementations, using it can
lead to a variety of complications.1

Unlike BSC reporting software,
spreadsheets lack scalability; 
metrics data and contextual 
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Meeting with Technology
By Travis Manzione, Consultant, Balanced Scorecard Collaborative

Challenging as it can be, building and cascading a Balanced
Scorecard isn’t necessarily the hardest part about implement-
ing a BSC program. Many organizations stumble over the
mechanics of using the BSC—specifically, over performance
reporting. Why? Because they treat the BSC like another 
metrics project. To succeed with the scorecard, organizations
must establish regular strategy management meetings that
take BSC reporting out of the operational realm and elevate
it to its proper—strategic—place. And the right reporting 
system can make all the difference.



information quickly overwhelm
the spreadsheet’s capacity.
Moreover, data is stored within
individual spreadsheets (often 
on different computers), making
information sharing difficult—a
constraint to organizational learn-
ing. When data is stored in “flat”
(i.e., static) files, each file must 
be individually updated, bogging
down performance analysis as
countless hours are devoted to
controlling different file versions
and consolidating final reports,
rather than on using the informa-
tion to execute strategy.

Balanced Scorecard software
offers multiple advantages. Such
applications are scalable, so 
they can easily handle growing 
numbers of strategy maps and
scorecards—and the volume of
data that quickly accumulates.
Version control is not an issue.
Spreadsheets do offer superior
graphing capability and powerful
macros for statistical analysis,
but they lack data manipulation
capability. So a user cannot switch
from a monthly- to quarterly-
results view or from a regional to
product view. Nor do spread-
sheets provide a range of detail
views—from overviews (“execu-
tive” views) to drill-down views.
In addition, analysis isn’t as easy,
because they lack comment fields;
users must manually build in that
capability. With BSC software,
however, users have real-time
access to the program. More
important, organizations can 
limit access to sensitive informa-
tion by user level, a control that 
is not possible with spreadsheets.
Finally, BSC software simplifies
cascading, allowing users to 
leverage work that has already
been done.

The Key Reporting Capabilities 
of BSC Software

Dozens of robust software appli-
cations are available for reporting
and analyzing BSC performance,
but be sure the information system

design you select reflects the
unique requirements of strategy
management and will support
your new management meeting.
Because certification standards
apply to BSC design, not report-
ing (reporting standards have
evolved since BSC certification
began), many certified software
programs might not yet offer the
full range of reporting capabilities
your organization requires. For
example, BSC software should
allow you to clearly communicate
the organization’s strategy and its
component parts throughout the
organization—through a strategy
map feature that can display 
performance status over multiple
time periods. It should also be
able to easily display the linkages
among objectives, measures, and
initiatives. If it can’t, users might
make incorrect assumptions or
draw the wrong conclusions, which
can lead to faulty decision making.

Any technology solution you 
consider should enable drill-
down reporting. The ability to
view and analyze cascaded 
relationships and their impact 
on enterprisewide outcomes is
critical. Finally, effective reporting
software should provide the 
flexibility to allow your team to
conduct strategy review meetings
online in real-time, with direct
access to the platform’s database.
It should also provide a report
printing capability to enable off-
line reporting and review.

When comparing software options,
keep in mind that it’s not the
quantity of information that 
matters (quantity is never lack-
ing); it’s the quality. Will the pro-
gram give you the information
you need? Numerous data points
and the ability to manage measures
and manipulate data are critical to
the line manager for operational
performance review, but the 
senior manager or executive con-
ducting a strategic performance
review needs only a top-level
view of performance against

objectives and initiatives. So, the
software should be capable of
presenting data and analysis at
the big-picture, organizational
level—critical to making strategic
decisions—while offering drill-
down capability for each succes-
sive level below.

The strategy management report
should include an overview of
each area’s strategy map, the list
of action items from the previous
meeting, financial results, objec-
tives and measures on “alert”
due to below-target performance,
and initiative updates. The report
should be able to generate an
appendix that includes definitions
of measures and initiatives, as
well as any other important 
documentation, such as a list of
the individuals accountable for
each performance area. Effective
reporting software allows data
and analysis to be assembled in a
concise report that supports lead-
ers’ ability to make timely, sound
decisions. With the right reporting
tool, your BSC report will serve 
as the springboard for effective
management meetings, helping
you keep the focus squarely on
strategy execution. �

1. According to research, some 50% of all BSC
users have BSC software in place. We’ve observed
that more firms are adopting BSC software, and
that more BSC newcomers are adopting BSC
software from the get-go.

See “The Balanced Scorecard
Strategy Review Meeting: What to
Expect the First Year,” by Robert S.
Gold and Jay R. Weiser, BSR
March–April 2005 (Reprint
#B0503E).

Also noteworthy: “Timing Your
BSC Software Implementation,”
by Christopher J. Palazzolo, 
BSR January–February 2004
(Reprint #B0401F), and “The Four
Steps to BSC Software Selection,”
by Christopher J. Palazzolo and 
Kent Smack, BSR November–-
December 2002 (Reprint #0211F).
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