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Successful Strategy Execution—
Part II: What Does It Look Like?
By David Norton

Robert Kaplan and David Norton have written extensively about 

how organizations can use the Balanced Scorecard (BSC) as the 

central organizing concept for an integrated strategy management 

system. In this article (Part I was published in the January–February 

2012 issue), Norton shares his latest thoughts and observations 

about how the most successful adopters of this management 

tool—members of the Balanced Scorecard Hall of Fame—use this  

approach to achieve improvements in performance. Norton 

explores the role of execution measures—and achievement 

measures—within each of the four BSC perspectives. In Part I, he 

provided a detailed discussion of the role of these measures in  

the financial and customer perspectives. In Part II, he completes 

this analysis for the internal process as well as the learning and 

growth perspective. He also takes a closer look at the special role 

that “achievement measures” play in strategy execution.

Enhancing the Performance of Internal Business Processes

Business processes are the vehicles through which organizations create value. As 

an example of such value, we showed in Part 1 of this series how reducing customer 

dissatisfaction by 50% over three years can create as much as a 150% increase in 

shareholder value. An organization can achieve such improvements in customer 

satisfaction by enhancing performance in internal processes that greatly affect  

its strategy. For instance, KeyCorp, a regional U.S. bank, focused on reducing  

nonperforming loans as a foundation for its customer-intimacy strategy. Infosys, 

the India-headquartered global technology services company, achieved 44% of its 

revenue (up from 30% three years earlier) from new products—the key measure  

of the company’s ability to innovate. Thai Carbon Black achieved an overall plant 

effectiveness of nearly 99% as the cornerstone of its lowest total cost strategy. In 

each case, executives and managers identified, managed, and improved processes 

that exerted the greatest impact on their organization’s strategy.

Figure 1 depicts the processes and results achieved by a sample of 20 Hall of Fame 

organizations. The key processes, objectives, and measures these companies used 

fell into the following categories:

•  Timeliness: reduction in the time required to perform a key process

•  Quality: reduction in errors and defects associated with a key process
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•  Relationships: improvement in the 

teamwork between the company and 

key partners

•  Innovation: improvement in the 

effectiveness of processes that create 

new products or services

•  Financial process: improvement in the 

effectiveness of financial management

•  Other operations: improvement in 

operations not covered above

A typical Hall of Fame company uses 

between two and three process mea-

sures to manage strategic performance. 

To illustrate, Millipore (a bioscience 

research and manufacturing firm com-

peting through a product leadership 

strategy) measured “average product 

launch delays” (timeliness), “R+D  

projects on-time” (timeliness), and  

“cost of quality” (quality).

Within the six categories identified in 

Figure 1, the processes the Hall of Fame 

companies selected are identified, 

along with the percentage improve-

ment in performance over a three-year 

interval. Processes associated with 

timeliness are the most susceptible  

to improvement, showing a 65% gain 

over three years. The Indonesian 

pharmaceutical firm SOHO, for instance, 

competing with a product leadership 

strategy, achieved a 92% reduction in  

its measure “key product production 

lead time.” Meanwhile, Hindustan Petro-

leum (which has a customer-intimacy 

strategy) reduced “supply time” by  

92%. TNT (a UK/Ireland package-delivery 

business competing with a lowest total 

cost strategy) improved “on-time deliv-

ery” by 43%. Note that practitioners of 

each generic strategy type cited above 

(product leadership, customer intimacy, 

and lowest total cost) all used the 

timeliness dimension of key processes 

to improve their performance.

We can make the same generaliza-

tion about quality-related processes. 

The overall quality category shown in 

Figure 1 depicts a 38% improvement 

in key process performance over three 

years. U.S. communications technology 

giant Cisco (with its customer-intimacy 

strategy) showed a 70% reduction in 

“immediate returns.” Volkswagen of 

Brazil (having defined a lowest total 

cost strategy) showed a 40% reduction 

in “post three-month repairs.” And 

Millipore (using a product leadership 

strategy) showed a 35% reduction in 

“cost of quality.”

Relationship-based processes showed 

an average improvement of 41%, 

approximately the same level as 

quality-based processes (38%). Consider 

Thailand-based Minor Food Group (with 

a customer-intimacy strategy), which 

achieved a 70% reduction in “franchisee 

dissatisfaction.” For its part, Chinese 

retailer Rainbow Stores (competing 

through a low total cost strategy) 

brought “supplier dissatisfaction” down 

by 28%.

Innovation-based processes achieved 

an average 41% improvement in 

performance. Infosys, for instance (with 

its product leadership strategy), saw 

a 48% increase in “revenues from new 

products.” And New Zealand’s KiwiBank 

(having defined a product leadership 

strategy) showed a 34% increase in  

“usability of our Internet bank.”

Finally, several Hall of Fame compa-

nies identified financial management 

processes as most influential to their 

success. These organizations were  

competing primarily on a lowest total 

cost strategy. Rainbow Stores, for 

example, achieved a 33% reduction  

in “inventory levels”; Borusan (the 

Turkish logistics firm), a 21% decrease 

in “collection days.” Financial services 

company Mapfre of Brazil (compet-

ing on a customer-intimacy strategy) 

enjoyed a 100% increase in “employee 

productivity” and a 13% reduction in 

“loss ratio,” the measure of underwrit-

ing effectiveness.

In summary, to successfully execute 

its strategy, an organization must 

identify the key processes that will 

most affect its customer value proposi-

tion. Enterprises in this sample of Hall 

of Fame inductees typically selected 

three such processes and associated 

measures. Over a three-year period, the 

organizations achieved performance 

improvements of approximately 50%. 

2 b a l a n c e d  s c o r e c a r d  r e p o r t

TIMELINESS                                                     65%

• Key product production lead time

• Supply time reduction

• Reduction in late projects

• Supply chain delivery

• Product-launch delays 

• Time to answer complaints

• On-time delivery

• Sale to delivery time

92%

92

80

57

62

50

43

38
QUALITY                                           38%

• Immediate returns

• Post-three-month repairs

• Cost of quality

• Imperfect orders

• Machine inefficiencies 

• Quality/Service/Clean

70%

40

35

28

18

5

FINANCIAL PROCESS               39%

• Productivity per employee

• Days of inventory

• Selling volume

• No.of collection days

• Loss ratio 

100%

33

30

21

13

OTHER OPERATIONS                                    18%

• Level of dangerous waste

• Level of energy consumption

• Daily customer impressions

23%

19

12

INNOVATION                                           41%

• Revenues from new products

• Usability of Internet bank

48%

34

RELATIONSHIPS                                  41%

• Franchisee dissatisfaction

• Partner plan execution

• Supplier dissatisfaction 

• Size of retail network

70%

50

28

17

The typical companies identified 2 to 3 
processes for priority treatment

x=percent improvement
     (3-year interval)

Process

KEY:

Average (3-year)
Strategic Process

Improvement
50%

FIGURE 1: IMPROVEMENTS IN STRATEGIC PROCESSES—HALL OF FAME COMPANIES 

Organizations improved significantly in five separate categories: timeliness, 
relationships, innovation, financial processes, and quality. Other operational 
improvements were also achieved. On average, process improvements of 50% 
were achieved over three years.
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Timeliness-based process improve-

ments saw rates of improvement 

considerably higher (65% over three 

years) than processes related to quality, 

relationships, innovation, and financial 

management (40%), even though each 

company selected processes from each 

of these categories to execute its strat-

egy. We offer the following guidelines 

for setting internal process targets for 

BSC-based strategies.

Establishing a Strong Learning and 
Growth Foundation

Improving critical business processes  

to create value for customers and  

shareholders hinges on a workforce’s 

competencies. Simply put, new 

processes require new skills. And new 

strategies call for new cultural char-

acteristics, values, and attitudes. The 

learning and growth perspective in an 

organization’s strategy map and score-

card serves as the foundation for all of 

this. Figure 2 summarizes the human 

capital practices deployed by 11 Hall of 

Fame companies we examined. Specifi-

cally, we looked at the following:

•  Human capital development approach: 

The approach used to develop the 

human capital required by the orga-

nization’s strategy. An emphasis on 

human capital development is a driver 

of human capital performance.

•  Employee satisfaction: Emphasis on 

human capital development and the 

strategy creates an improvement in 

employee satisfaction (an outcome).

•  Employee turnover: Improvement 

in employee satisfaction creates a 

corresponding reduction in employee 

turnover (an outcome).

We observed two general approaches to 

driving human capital development in 

these BSC Hall of Fame organizations:

1. Engage employees with the strategy. 

The philosophy here is an extension of 

our principle to “make strategy every-

one’s job.” Figure 2 shows that six of the 

11 Hall of Fame companies we exam-

ined used statistical surveys to identify 

the percentage of the workforce that 

understood the strategy. 

2. Train employees in the new require-

ments. Three of the companies in Figure 

2 (DataCraft, AKSA, and Borusan) used 

level of training (measured by number 

of days or hours) as their surrogate for 

strategic readiness. Two of the orga-

nizations (Merck and Rainbow Stores) 

introduced Six Sigma programs as part 

of their process strategy. They moni-

tored the number of Black Belts as well 

as other levels of certification. Merck 

specifically addressed the development 

of “change agents” to facilitate strategy 

execution. Minor Food focused on devel-

oping its next generation of leaders.

Although no standard approach is  

apparent in these human capital 

development practices, each company 

emphasizes either employee engage-

ment by creating awareness of and par-

ticipation in the strategy or employee 

development through training and 

education. Only Merck, an organization 

known for its visionary human capital 

practices, emphasizes both.

The right-hand side of Figure 2 shows 

the improvements in two important 

barometers: employee satisfaction 

and employee turnover. The seven 

companies that measured employee 

satisfaction showed, on average, a 20% 

improvement (three-year interval). These 

organizations were led by Borusan, 

which moved its satisfaction from 55% 

to 89% (a 57% improvement). The nine 

companies that measured employee 

turnover showed a 50% average reduc-

tion, led by TNT (25% to 8% turnover), 

Minor Food (26% to 5%), DataCraft (30% 

to 17%), and KiwiBank (26% to 14%). Five 

companies measured both satisfaction 

and turnover. Building on its leadership 

development program, Minor Food 

saw a 6% improvement in satisfaction 

(85% to 90%) complemented by an 81% 

reduction in staff turnover (26% to 5%). 

Building on its staff training program, 

DataCraft achieved a 12% improvement 

59    70%

66    74%

100    111%

76    81%

55    89%

85    90%

55    61%

26    5%

14    10%

25    8%

6.8    2.7%

13    6.5%

11    6%

2.8    2.5%

30    17%

26    14%

Employee 
Satisfaction

(3 year    ) 

Employee 
Turnover

(3 year    ) 

Percentage Increase in 
Employee Satisfaction

Percentage Decrease 

in Staff Turnover

Gallup Absenteeism

Company
Human Capital Development Approach

Employee
Engagement

Employee
Development

Deposit 
Trust

Rainbow
Stores

Minor 
Food

Borusan

TNT

Merck

AKSA

Hindustan
Petroleum

Volkswagen/
Brazil

DataCraft

KiwiBank

• Mission Understood (%)

• No. of Days Training

• Customer Focused 
Culture (%)

• Strategic Readiness (%)

• Employees Engaged
• Ideas per Employee

• Employees Engaged (%)

• Employees Engaged (%)

• No. of Days Training

• No. of Black Belts

• No. of Change Agents

• No. of Hours Training

• Succession Plan
(No. of Leaders per Position)

• No. of Six Sigma Trainees

+20% -50%

FIGURE 2: BSC HALL OF FAME—HUMAN CAPITAL DEVELOPMENT 

A strong emphasis on learning and growth objectives provides a solid foundation 
for strategic success. Human capital—the talent and teamwork within the organi-
zation—is an essential ingredient to achieve breakthrough performance.

Guidelines for Target Setting:  
Internal Processes

•  Select two or three key processes that 

have a dominant impact on the strategy.

•  Set targets that strive for 50% improve-

ment in performance of these processes 

over a three-year period.
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in satisfaction (66% to 74%) and a 43% 

drop in turnover (30% to 17%). And 

thanks to its staff training program, 

Turkey’s AKSA Acrylic Chemical created 

a 6% improvement in satisfaction (76% 

to 81%) along with a 50% reduction in 

turnover (13% to 6.5%).

We offer the following guidelines for 

setting learning and growth targets for 

BSC-based strategies.

Execution Measures versus 
Achievement Measures

The best-performing organizations 

actively manage measures that 

enhance performance (drivers) or 

reflect performance (outcomes) that 

occur within the strategy action cycle 

(typically quarterly). We refer to these 

as “execution measures.” But we have 

also seen many Hall of Fame organiza-

tions using a second type of measure. 

These measures are externally derived 

(for example, by third-party experts) 

and/or use a longer time horizon. They 

describe the longer-term evolution and 

success of the organization’s strategy. 

Most important, they indicate how the 

organization converts its strategy into 

a sustainable advantage that enables it 

to grow earnings over time. We refer to 

these as “achievement measures.”

Figure 3 identifies typical achievement 

measures used by the Hall of Fame 

companies we reviewed. An organiza-

tion’s credit rating is a typical financial 

achievement measure. Consider the City 

of Corpus Christi, Texas, which borrows 

money in the form of bonds to finance a 

variety of long-term municipal projects 

(such as schools, water, utilities, and 

roads). The City introduced the Balanced 

Scorecard to manage its new strategy. 

After reviewing this strategy and 

management approach, Moody’s S&P in-

creased the City’s bond rating from A3 to 

A2, citing in part the municipality’s new 

management practices. This improve-

ment cut the City’s cost of existing debt 

by $500,000.

Nemours, the Florida-based children’s 

healthcare provider, achieved a AAA 

bond rating by clarifying and com-

municating its strategy to bond rating 

agencies, gaining 50 basis points of 

incremental savings ($35 million). Like 

other achievement measures, credit- 

rating changes are externally driven, 

they seldom change, and they are an 

outcome of execution of the organiza-

tion’s strategy.

SOHO provides an example of achieve-

ment measures in the customer perspec-

tive. As cited earlier, this company 

increased customer satisfaction from 

40% to 80% over a three-year interval. 

Complementing this performance, 

SOHO’s market share nearly doubled 

(4.78% to 7.9%), and the enterprise 

received a “Top Brand” award from  

Frontier, an independent market 

research bureau.

Minera Los Pelambres, the Chilean 

copper and molybdenum mining 

company, illustrates achievement 

measures for internal processes. This 

organization experienced explosive 

growth (sales up 400%, EBITDA up 

540% over six years), thanks in part to 

surging demand for minerals from Asia. 

The company’s execution measures 

were complemented by two significant 

achievements: It won the Chilean Asso-

ciation Chile Qualidad Award for safety 

and won the Energy Efficiency Award 

from the Chilean Ministry of Economy 

and Energy.

Infosys illuminates achievement mea-

sures in the learning and growth per-

spective. The company’s revenues and 

profits grew by 300%, while its number 

of active customers expanded from 300 

to 500. Revenues from new products 

soared by 48%. Successfully managing 

this type of hypergrowth testifies to 

the Infosys management system and 

its people. Perhaps not surprisingly, 

Infosys was ranked “#1 Employer in the 

IT Sector” by Dataquest, “Best Employer 

PERSPECTIVE EXECUTION
MEASURES

ACHIEVEMENT 
MEASURES

LEARNING &
GROWTH

PROCESS

CUSTOMER

FINANCIAL Operating Profit
Net Income
Profit Margin
Revenue Growth
ROC/ROE

Timeliness
Quality
Relationships
Innovation
Financial Process

Customer Satisfaction
Customer Retention
Customer Growth

External Awards
Certifications & Competencies

• Six Sigma
• ISO
• Risk

Market Share
Brand Value

Credit Rating
Debt Equity Ratio
Price/Earnings Ratio
Market Cap

Employee Engagements
Employee Development
Employee Satisfaction
Employee Turnover

External Awards
• “Best Employer”
• “Best Managed”

FIGURE 3: EXECUTION VERSUS ACHIEVEMENT MEASURES 

Execution measures identify the drivers that enhance performance and the out-
comes that are achieved as a result. Achievement measures constitute external 
recognition of the organization’s achievements and are conferred by others.

Guidelines for Target Setting:  
Learning and Growth

•  Identify the human capital processes 

that create staff engagement and/or 

staff development.

•  Set a target to improve employee 

satisfaction by 20% over the next  

three years.

•  Set a target to reduce employee turn-

over by 50% in the next three years.
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in India” by Hewitt, and “Best Company 

to Work for in India” by Mercer.

Because achievement measures are 

external, have a relatively long time 

horizon, and are random in their timing, 

some observers might question their 

relevance in setting targets with which 

to manage an organization’s strategy. 

We maintain that organizations and 

their management systems exist not 

only to improve performance—but also 

to sustain these improvements. The 

Balanced Scorecard framework helps 

organizations carry out their strategy 

by focusing the attention of executives, 

managers, and employees on execution 

measures. But it’s the achievement 

measures that enable them to sustain 

enhanced performance.

Why? Several reasons. First, achieve-

ment measures show that the organiza-

tion has converted some dimension 

of performance into a competency. 

For example, ISO certification or “Best 

Place to Work” awards indicate that the 

company is capable of continuing this 

performance into the future. Second, 

receiving recognition from expert 

third-party sources gives an objective 

opinion to reinforce the organization’s 

execution results. Recognition awards 

put a spotlight on some dimension of 

performance and thereby tend to make 

continued performance self-fulfilling.

Although achievement measures 

appear intangible on the surface, they 

exert a major impact on shareholder 

value—which is very tangible, indeed. 

Good management, supported by a 

good management system, lowers the 

risks facing investors. Earlier, we cited 

the tangible value created for the City of 

Corpus Christi and for Nemours through 

improvements in their credit ratings 

from external agencies. More broadly, 

organizations that sustain superior 

performance can be expected to receive 

higher price-to-earnings ratios from 

investors—the ultimate measure of 

shareholder value.

We offer the following guidelines for 

using achievement measures to create 

sustainable performance and another 

layer of shareholder value.

Quantitative target setting, which 

has been a routine part of operational 

and financial management processes, 

has proved more problematic for the 

strategy management process. Since 

most organizations have not histori-

cally executed strategy successfully, 

there are no benchmarks or norms to 

work from. Managers tend to set targets 

for parameters in isolation from other 

parameters, ignoring the cause-effect 

linkages on which strategy is built.

Having meaningful targets is an impor-

tant part of the management process 

because targets help to set expectations 

in the workforce, build credibility, guide 

investments, and enable organizations 

to manage results. Yet a primary barrier 

to setting strategic targets is the lack 

of benchmarks to serve as points of 

reference. The Balanced Scorecard 

Hall of Fame has addressed this lack 

by giving us access to more than 150 

organizations that have successfully 

executed their strategies and that have 

the quantifiable results to prove it. By 

analyzing how these organizations 

manage strategy, we have been able to 

build a composite picture of what a suc-

cessfully executed strategy looks like. 

Examples include the following:

•  150% growth in shareholder value built 

on 180% growth in profits and 120% 

growth in revenue (three-year period)

•  50% improvement in customer  

satisfaction

•  50% improvement in key process  

effectiveness

•  25% improvement in employee satis-

faction leading to a 50% reduction in 

employee turnover

Analysis of the Balanced Scorecard and 

strategy map frameworks along with 

the strategy benchmarks achieved by 

BSC Hall of Fame organizations fills a 

void in the strategy management 

process by enabling managers to define 

credible expectations. We believe that 

credibly formed expectations will, in 

turn, provide a new level of motivation 

to organizations seeking to lead their 

industries. As with Roger Bannister (see 

Part 1 of this article series), the target 

becomes the obsession. Pursuing the 

target through the organization’s 

strategy, abetted by the strategy 

management system, is the pathway to 

the record book and to the Balanced 

Scorecard Hall of Fame.  

This concludes Part II of this article. Part I 

appears in the January–February 2012 issue.

To learn more
“Linking Strategy to Operations: Process 

Models and Innovation,” BSR July–August 2009 

(Reprint #B0907A)

“Managing Human Capital for Strategic 

Advantage: Three Challenges,” BSR September–

October 2007 (Reprint #B0709D)

“Using Customer Profitability Analytics to 

Execute a Client-Centric Strategy,” BSR March–

April 2007 (Reprint #B0703D)

Reprint #B1203A

David P. Norton, along with 

Robert S. Kaplan, created the 

Balanced Scorecard concept. 

The two have coauthored 

five books (most recently, The 

Execution Premium, 2008)  

and nine articles for Harvard  

Business Review, and dozens 

of articles for Balanced 

Scorecard Report. They have 

also been named among 

the world’s most influential 

business thinkers by Suntop 

Media’s “Thinkers 50.” 

Guidelines for Target Setting:  
Achievement Measures

•  Select a set of achievement measures 

that complement the execution  

measures in each of the Balanced 

Scorecard perspectives

•  Tell the story of “sustainable” perfor-

mance improvement to investors and 

other stakeholders
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For computer users everywhere— 

businesses large and small, households, 

individuals—Cisco Systems plays a 

vital role in enabling people to connect, 

communicate, and collaborate through 

technology. Founded in 1984, Cisco 

offers networking equipment, includ-

ing routers, switches, and wireless 

systems; collaboration services such 

as WebEx; and data-center and virtu-

alization services. Headquartered in 

San Jose, Calif., the company boasts a 

71,000-strong workforce, has a presence 

in 165 countries around the globe, and 

recorded about $43 billion in revenue 

during 2011. 

In October 2008, Cisco’s Customer Value 

Chain Management (CVCM) division  

was created to support the company’s 

continued efforts to expand and 

globally integrate its far-flung supply 

chain—and, in turn, to foster worldwide 

growth. Today, CVCM is charged with 

transforming Cisco innovations into 

market-leading products and services 

as well as delivering an unrivaled 

customer experience. Part of Cisco’s 

operations group, CVCM performs 

activities that extend beyond tradi-

tional supply chain management. These 

activities range from product design, 

demand management and planning, 

and sourcing to order management, 

manufacturing, and delivery—as well 

as monitoring and management of the 

customer’s quality experience.

Unifying Myriad Players

CVCM employees play a critical role, in 

part because 95% of Cisco’s production 

is outsourced and involves a complex 

web of players across the globe. Nine 

functional teams working at 90-plus 

locations in 32 countries manage collab-

oration with more than 1,000 suppliers 

worldwide; four contract manufactur-

ers; five original design manufacturing 

and original equipment manufacturing 

partners; internal teams (engineering, 

sales, service); and customers. Some 

50,000 purchased parts support 8,000 

products and 800 product families. 

Moreover, 86% of Cisco’s products are 

distributed by channel partners. Most 

of the company’s products are config-

ured to order. And Cisco is constantly 

integrating new acquisitions (more than 

145 to date).

To fulfill its vision, CVCM defined a 

strategy that hinged on putting the  

customer—not raw materials that 

go into Cisco’s products—first in 

everything it does. Additional strate-

gic aims include driving operational 

excellence and world-class value chain 

performance; enabling “any innovation 

and any business model, anywhere 

in the world;” and developing high-

performance leadership, talent, and 

culture. From its inception, the unit 

has used the Balanced Scorecard to 

foster a sense of cohesion among the 

three previously independent functions 

from which it originated as well as to 

promote a customer-centered mindset 

throughout CVCM—all while continuing 

to drive world-class performance. 

Enlisting “Influencers,” “Skeptics,” 
and “Data Geeks”

Pre-CVCM, the unit’s previously autono-

mous functional areas had tracked their 

performance via their own subsets 

of metrics focused on cost, quality, 

delivery, and speed. They had markedly 

different cultures and seldom worked 

together. When CVCM was created, its 

executives adopted the BSC to develop 

a unified strategic plan whose objec-

tives and metrics would support the 

new entity’s vision. 

But to do all this, CVCM had to bring 

together what then–Director of Supply 

Chain Intelligence Anne Robinson calls 

“influencers, skeptics, and data geeks” 

to create a new set of common objec-

tives and metrics to support the unit’s 

strategy. As Robinson puts it, “The influ-

encers were the most powerful people 

in each of the formerly separate groups 

that made up CVCM. The skeptics were 

important to enlist, too, because if we 

could convince them of the value of our 

new plan, we could convince anyone. 

Bringing Performance  
Management to New Heights at 
Cisco Systems’ Customer Value 
Chain Management Unit
By Lauren Keller Johnson, Contributing Writer

Part of Cisco Systems’ operations group, the Customer Value  

Chain Management unit was created to support global supply 

chain integration and transform innovations into market-leading 

products. By leveraging key performance indicators to drive 

change, fostering collaboration to accelerate alignment across 

markedly different team cultures, and using predictive analytics  

to understand and activate performance drivers, unit leaders  

catalyzed impressive gains in customer satisfaction as well as 

service and product quality.

When CVCM was created, its executives adopted the BSC to 

develop a unified strategic plan whose objectives and metrics 

would support the new entity’s vision.
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And we needed the data geeks to 

translate all the data we’d be gathering 

to measure the unit’s performance.”

Robinson brought these key stake-

holder groups together in a series of 

mandatory workshops. “To ensure 

accountability, there was no opting 

out,” she says. The effort had a strong 

executive sponsor—the senior vice 

president of the Customer Value 

Chain group—who demanded a set of 

performance metrics within just four 

weeks. Through open-ended discussions 

during the workshops, participants 

explored questions such as, “Why does 

CVCM exist?” “Why should we care 

about putting the customer first?” and 

“Why are our new vision, direction, and 

strategy important?” These discussions 

helped break down the silos between 

the groups, Robinson explains.

Workshop participants revised their 

traditional operations-focused metrics 

into customer-focused metrics such 

as “perfect product launch,” “perfect 

order,” and “moment-of-truth customer 

satisfaction.” Then the workshop 

participants turned to building CVCM’s 

strategy map. They began by listing the 

traditional scorecard perspectives  

vertically on the left side of the map, 

placing the strategic objective “Put  

the customer first” in the lower-left 

corner. “The meeting broke down,” 

Robinson recalls. “Everyone started 

shouting how we shouldn’t put the 

customer in the bottom left corner!”  

The group turned the map clockwise  

by 90 degrees—so the four scorecard  

perspectives appeared horizontally 

along the top. Now “Put the customer 

first” was in a more prestigious posi-

tion: at the top-left of the map. (See 

Figure 1.) The lesson? As Robinson puts 

it, “The switch changed the conversa-

tion, and we realized we didn’t have to 

be constrained by templates.” 

The team populated the revised 

strategy map with additional strategic 

objectives including “Growing customer 

loyalty” and “Delivering high-quality 

products” (in the Customer perspective), 

“Enabling shared capabilities through-

out the organization” (the Employee/

Capabilities Development perspective), 

“Accelerating product innovation” and 

“Monitoring compliance” (Operational), 

and “Driving ongoing cost savings while 

accurately predicting and achieving 

financial commitments” (Financial). 

Once the corporate strategy map was 

finalized, each vice president created 

his or her own version of the map.

Mapping Metrics to Customer 
“Moments of Truth” and Leverag-
ing Strategic Analytics

During the workshops, CVCM identi-

fied a comprehensive list of customer 

“moments of truth”—events and 

interactions that, depending on how 

they unfolded, could make or break 

CVCM’s relationship with a customer. 

These moments ranged from purchase 

decision, order management, and order 

receipt to installation of a product, 

after-sales service, and product end 

of life. Unit leaders had then mapped 

each of the scorecard metrics CVCM had 

defined to a customer moment of truth. 

Thanks to this mapping, Robinson says, 

“Everyone in CVCM now understood 

how their role affects the customer 

directly. We created a story for each 

of CVCM’s employees about how they 

connected to our customer-focused 

strategy.”

Now it was time to apply the power 

of strategic analytics to the metrics 

that CVCM had settled on—to enable 

data-driven decision making. The key, 

Robinson explains, was to understand 

the relationships among the metrics; 

specifically, which “levers” in Cisco’s 

supply chain directly influence the 

customer experience. Unit leaders 

wanted to move beyond merely descrip-

tive analytics (traditional business 

intelligence that answers the question 

“What happened?”) to predictive analyt-
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FIGURE 1: CVCM’s STRATEGY MAP 

Cisco uses its strategy map and Balanced Scorecard to drive Customer Value Chain 
Management. Putting the customer in the top-left position of its strategy map 
helped the team embrace this approach.
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ics (forecasting processes that answer 

the question “What could happen?”) 

and prescriptive analytics (use of data 

that answers the question “What is the 

best outcome given a particular set of 

circumstances?”). “People often use 

analytics for operations and tactics,” 

says Robinson, who is now president-

elect of INFORMS, the leading society 

for advanced analytics professionals. 

“But we need to use it to apply our data 

strategically.”

To these ends, unit leaders developed a 

platform for automating performance 

reporting, which, pre-CVCM, was per-

formed manually. The unit’s advanced 

analytics capabilities enabled it to 

explore higher-level cause-and-effect 

linkages among its scorecard metrics. 

Using a dashboard and tools includ-

ing regression modeling, longitudinal 

studies, and behavior modeling, the 

organization can conduct what-if 

analyses of how a change in one metric 

affects other metrics in the scorecard. 

Advanced analytic modeling has, for 

example, driven strategic decisions 

about which operational investments 

CVCM should make to improve cus-

tomer satisfaction. Additionally, tactical 

what-if decisions regarding inventory 

highlight the best strategies for achiev-

ing supply-demand balance.

CVCM backed its strategic analytics 

effort by using an outside firm to 

conduct surveys of customer satisfac-

tion as well as operational effectiveness 

as measured by metrics such as “factory 

yields” and “service returns.” The goal 

was to identify key dissatisfiers and 

loyalty drivers as well as customers’ 

perceptions of Cisco and its products. 

By predicting customers’ perceptions 

of quality, the division could identify 

what dimensions of quality most affect 

customer satisfaction and how best to 

use those insights to prioritize quality-

improvement efforts. 

A team including quality and customer-

listening subject-matter experts, a 

program manager, a Six Sigma Black 

Belt, and an advanced analytics leader 

examined the survey data. They then 

applied a house of quality (HOQ) model 

to qualify and structural equation 

model (SEM) to quantify relationships 

and trade offs among metrics related 

to internal processes (such as “end-to-

end yield” and “component quality”); 

customer perceptions of Cisco’s prod-

ucts, delivery reliability, and hardware 

performance; and customer loyalty and 

revenue. (See Figure 2.)

The effort yielded surprising insights. 

As just one example, it revealed that 

the relationship between returns and 

customers’ quality perceptions was far 

weaker than executives had previously 

believed. The impact of hardware per-

formance on quality perceptions also 

proved less significant than they had 

assumed. As it turned out, customers’ 

perception of quality was driven primar-

ily by outcomes on reliability metrics. 

Moreover, the perceived quality of 

final products depended largely on the 

quality of the products’ components. 

Translating Analytical Insights 
into Order Management and  
Delivery Performance

Informed by the insights generated 

by the strategic analysis, CVCM now 

knew which supply levers to improve 

to influence customers’ perceptions of 

Cisco—“a huge step,” says Robinson. In 

particular, the insights suggested that 

CVCM should focus its supply chain and 

operations investments on levers affect-

ing order management and delivery—

such as lead time—since these related 

strongly to reliability. 

Strategic analysis positioned CVCM to 

investigate phenomena in new ways. 

For example, the organization had 

discovered that when lead time slipped 

during the global recession, customer 

satisfaction scores had dropped quickly 

over just three months. But when lead 

time improved, satisfaction scores took 

six months to recover. By examining 

causal relationships between drivers 

such as expediting, on-time shipment, 

and recommitting, unit leaders could 

see how changes in one or more of 

these drivers affected lead time and 

thus customer perceptions of reli-

ability and quality. Leaders could also 

understand how trade offs between 

delivery and product quality affected 

TOP & BOTTOM LINE
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FIGURE 2: QUANTIFYING METRIC RELATIONSHIPS AND TRADE OFFS 

Cisco relies on advanced analytics to uncover relationships between drivers of 
strategic outcomes. Statistical evidence is used to challenge conventional wisdom 
and identify the controllable factors that can drive higher performance.
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these perceptions and, ultimately, 

key financial metrics for the company 

overall, including “gross margin,” “in-

ventory turns,” and “revenue.” Robinson 

explains, “We now knew which knob to 

turn in our supply chain to ultimately 

affect revenue.”

By understanding the impact of 

operational performance on customer 

satisfaction and the customer ex-

perience, CVCM could also leverage 

cause-and-effect relationships to 

drive improved satisfaction as well as 

operational effectiveness. In addition, 

it could understand potential gaps in 

the unit’s customer-sensing capabilities 

as well as identify the most powerful 

performance drivers across every cus-

tomer moment of truth—not just order 

management and delivery.

Equally important, CVCM worked 

to embed this new way of thinking 

about performance data into its 

organizational DNA—through activi-

ties including environmental scanning, 

strategy review, functional scorecard 

development, and strategic initiative 

storyboarding. “Everyone now spoke 

the same language about performance,” 

says Robinson, “so we could all work 

together to coordinate on strategy.”

Achieving an Execution Premium

CVCM’s unique use of the Balanced 

Scorecard enabled the organization 

to achieve an impressive Execution 

Premium. For example, overall customer 

satisfaction went from 4.37 to 4.43 on 

a 1-to-5 scale. The percent of “perfect 

orders” (those delivered complete, on 

time, with flawless documentation, and 

in perfect condition) rose by 3.2%. The 

proportion of products achieving Six 

Sigma quality rose by 22.6%. Moreover, 

employee “pulse” scores showed an in-

crease in the number of employees who 

could say that they understood CVCM’s 

strategy and how their role affected it—

“something they couldn’t do five years 

ago,” says Robinson.

The success of the effort has inspired 

CVCM to apply its unique approach to 

stakeholders other than customers. 

For instance, it has identified employee 

and shareholder moments of truth and 

mapped performance metrics to those 

moments. And the rest of Cisco has 

taken notice. According to Robinson, 

other business units come to CVCM at 

least once a month, asking the unit to 

provide leadership on strategic analyt-

ics and savvy use of metrics.

Learning Lessons

When asked to identify the most 

important lessons generated by CVCM’s 

experience, Robinson first considers 

how the organization executed its 

customer-centric strategy. Key lessons 

here include aligning metrics to 

customer moments of truth, focusing 

improvement investments on op-

erational metrics that most influence 

customers’ perception and experience, 

balancing goals for operational success 

with goals for customer satisfaction, 

and leveraging analytics as a predictor 

of the customer experience. 

She also highly recommends what she 

calls “holistic buy-in.” “This process is 

very political,” she says. “It’s important 

not to become jaded or thrown off 

by the ‘noise’ coming from people 

who turn out to be just talkers rather 

than doers.” In addition, she suggests 

viewing strategy map development 

as an iterative process, pointing out, 

for example, that CVCM went through 

several phases to reduce the number of 

metrics to only the critical ones and to 

focus on the most important relation-

ships between metrics. 

It’s a living process, clearly. Even  

now, Robinson says, CVCM is examining 

additional types of metrics that  

could help it measure the customer 

experience. She expects that, one day, 

these new metrics will also occupy 

prominent positions in the organiza-

tion’s scorecard.  

To learn more
“How Lagasse, Inc. Uses the Strategy Map  

to Unlock Hidden Value in Supply Chain 

Relationships,” BSR January–February 2010 

(Reprint #B1001B)

“How to Write Performance analysis That  

Truly enhances Decision Making,” BSR  

November–December 2008 (Reprint #B0811C)

“Why You Need a Business Intelligence 

Competency Center,” BSR July–August 2009 

(Reprint #B0907D)

Reprint #B1203B

Lauren Keller Johnson is  

a business writer and 

journalist covering a 

diversity of topics related 

to management. She has 

written for the Balanced 

Scorecard Report for more 

than 10 years and has been 

an ongoing contributor 

to the Palladium Balanced 

Scorecard Hall of Fame 

Report.

As it turned out, customers’ perception of quality was driven  

primarily by outcomes on reliability metrics. Moreover, the  

perceived quality of final products depended largely on the quality 

of the products’ components. 
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A good picture is equivalent to a  

good deed. 

 —Vincent Van Gogh (1853–1890)

Graphical displays—numerical, spatial, 

and temporal data in the form of graphs, 

charts, and diagrams—have long  

played a central role in constructing 

and communicating knowledge. Some 

observers have even suggested that 

the key distinction between “hard” 

and “soft” science disciplines is the 

relative intensity of graphics usage. In 

this article, we investigate the role of 

graphics in the promotion and dissemi-

nation of the Balanced Scorecard (BSC) 

methodology. In so doing, we illustrate 

how graphics have helped organizations 

that use the BSC to communicate their 

strategy in meaningful, memorable,  

and readily understandable ways to 

employees at all levels.

Research from information sciences 

suggests that graphic representation of 

knowledge is more effective than non-

graphic communication, primarily owing 

to four defining characteristics of graph-

ics. Effective use of graphics can make 

reading text more enjoyable, foster posi-

tive attitudes toward the content rep-

resented in the text, and influence the 

time that readers are willing to invest 

in text. For busy executives, the adage 

about a picture being worth a thou-

sand words rings especially true when 

it comes to well-designed graphics. 

Illustrations can also enhance viewers’ 

comprehension of text by reinforcing 

central messages and clearly depicting 

structural relationships. Indeed, a broad 

body of research in education suggests 

that using visual graphics in teaching 

results in enhanced learning outcomes. 

All this has intriguing implications for 

how graphics are used in the BSC and in 

published materials about the method-

ology as well as what benefits such use 

creates for organizations.

Graphics and the Balanced  
Scorecard

To explore these questions, we reviewed 

the graphical content of key BSC 

publications in the period 1992–2010. To 

conduct this review, we microanalyzed 

the use and components of graphical 

representations in articles and books 

authored by concept originators Robert 

S. Kaplan and David P. Norton. (See 

Figure 1.) Figure 1 illustrates the develop-

ment of the BSC over time through the 

publication of five best-selling business 

books and nine Harvard Business Review 

(HBR) articles. The titles and the subtitles 

of these books best illustrate the evolu-

tion of the BSC from a tool for “linking 

strategy and management control” and 

“controlling strategy” to a comprehen-

sive system for “formulating strategy 

through visualization,” “aligning an 

organization behind the strategy,” and 

“executing strategy.” 

Our review shows that substantial 

space has been devoted to graphical 

imagery in the publications authored 

by Kaplan and Norton. (See Table 1.) This 

consistent and extensive use of graph-

ics reflects the significance of visual 

representations of content as a means 

to disseminate the BSC as an increas-

ingly graphics-focused management 

philosophy. To set up a control group, we 

counted the average use of graphics in 

the same issues of the HBR in which BSC 

articles were printed. We observed an 

overall higher usage of graphics in the 

BSC articles (30%–56%) than in other HBR 

articles in the same issue (14%–16%). 

1. Use of graphics has demonstrated 

evolution of BSC theory. 

Throughout the explication of the BSC 

methodology, new elements have been 

added, increasing the sophistication and 

comprehensiveness of the approach. 

This evolution in thinking has led some 

scholars to identify several BSC “genera-

tions.” (See Figure 2.) 

Graphically, these developments are re-

flected in the way that the BSC’s original 

four perspectives (learning and growth, 

internal process, customer, and finan-

cial) were rearranged around strategy 

and vision, layered horizontally in the 

form of a strategy map, and then com-

bined with an action plan comprising 

budgets and initiatives. These graphical 

presentations underscore the cohesion 

of the evolution of the BSC and empha-

size the way that subsequent develop-
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The Role of Graphics in  
Communicating and Promoting 
Ideas: An Analysis of the Balanced 
Scorecard, 1992–2010
By Clinton Free, Associate Professor, Australian School of Business, 

the University of New South Wales, and Sandy Qu, Assistant  

Professor at the Schulich School of Business, York University

The Balanced Scorecard counts among the most widely diffused 

and high-profile innovations in management methodologies 

in recent history. Not surprisingly, it has become the subject of 

research among both academics and practitioners as a result.  

One key to this methodology’s power is the savvy use of graphics 

within tools such as strategy maps as well as in articles and books 

describing the BSC. Clinton Free and Sandy Qu examine the use  

of graphics to not only help managers leverage the methodology 

but also promote and disseminate the BSC broadly. 

BSR_14.2.6.indd   10 2/28/12   3:08 PM



ments were built on a rigorous line of 

thought. Perhaps the most conspicuous 

example is the introduction of “strategy 

maps,” a visualization tool for commu-

nicating an organization’s strategy. The 

introduction of strategy maps explicitly 

acknowledged the importance of graph-

ics in promoting the BSC. Moreover, so-

called third-generation BSCs graphically 

encapsulated the movement from a set 

of perspectives and measures to a more 

comprehensive management system.

2. Graphics have deepened BSC users’ 

understanding about causality and 

strategic focus in the internal logic of 

the BSC. 

When cause-and-effect relationships 

were first introduced and emphasized 

in the third HBR article published on the 

BSC, the authors used different means 

of visualization to reflect this transfor-

mation. Single-sided arrows replaced 

double-sided arrows to denote relation-

ships among the four perspectives. This 

layered visual structure, combined with 

more directional visual links (such as 

the single-sided arrows), was subse-

quently used throughout Kaplan and 

Norton’s writings to illustrate a BSC that 

clearly depicted causal relationships. 

By understanding such relationships, 

organizations have been better able to 

anticipate and manage the uncertain-

ties inherent in their environments. The 

visual framework of the BSC has also 

strongly distinguished this methodology 

from its intellectual precursors (other 

performance measurement systems that 

concentrate on financial results at the 

expense of nonfinancial ones and that 

minimally address causal relationships). 

3. Graphics have opened the BSC to 

multiple interpretations. 

Kaplan and Norton acknowledge that 

the BSC can be modified to suit the 

unique circumstances of organizations 

that implement it. The graphic repre-

sentations in the methodology enable 

this flexibility by providing a potent 

combination of structure and malle-

ability. That is, they permit managers to 

visualize the BSC as an actionable set of 

connected elements. However, organiza-

tions also have the freedom to change 

the logical flow between the four 

perspectives, create their own names 

for the perspectives, and add or subtract 

perspectives to suit their unique situ-

ation. The superstructure of strategy 

maps provides further flexibility by 

accommodating differences in the goals 

and strategic priorities of the for-profit 

and not-for-profit sectors as well as 

varied industries. 

Visual Representation and  
BSC Design: Findings from the 
Research Literature

The use of BSC visual graphics has 

become an important focus of research. 

Key findings with respect to presenta-

tion and formatting from the academic 

literature that are applicable to the BSC 

include the following:

•  The ability to visualize complex busi-

ness situations enhances employees’ 

understanding of those situations and 

motivates informed action. Indeed, 

most employees relate to a visual 

presentation more readily than to text.

 

•  Visually representing performance 

information using attributes such 

as location, time horizon, level, and 

trends puts employees’ attention on 

performance indicators. For example, 

color (such as the green, yellow, and 

red “traffic lights” used in scorecards) 

can help depict level of performance on 

key indicators. 

•  The use of markers and signs (for 

above, below, or on-target perfor-

mance) helps attract users’ attention 

to both financial and nonfinancial 

measures.

•  Grouping and labeling measures in the 

perspectives of a strategy map and 

scorecard help users easily distinguish 

between financial and other measures. 

Without image, thinking is impossible. 

 —Aristotle (384–322 BCE)

The use of graphics, with their strong 

appeal to practice-oriented managers, 

has played an important role in the 

promotion and dissemination of the 

BSC. The visual artifacts of the BSC 

represent perhaps the key form of its 

expression and have facilitated the 

evolution of the methodology and its 
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1992 1996 2001 2004 2006 2008 2010

Multimeasurement Strategizing
Modeling 

and mapping
Communicating 

and aligning
Strategy execution closed-loop

management system

“The Balanced 
Scorecard:
Measures 
that Drive 
Performance,”
HBR 1992

“Putting the 
Balanced 
Scorecard to 
Work,” HBR 1993

“Using the Balanced 
Scorecard as a 
Strategic  Management
System,” HBR 1996

“Having Trouble with
Your Strategy? Then 
Map It,” HBR 2000

“Mastering 
the Strategic 
Readiness 
of Intangible
Assets,” HBR 2004

“Mastering the
Management 
System,”
HBR 2008

“The Office 
of Strategy
Management,” 
HBR 2005

“Managing 
Alliances with 
the Balanced 
Scorecard,”
HBR 2010“How to Implement a

New Strategy Without
Disrupting Your
Organization,” HBR 2006

FIGURE 1: KAPLAN AND NORTON’S BALANCED SCORECARD LITERATURE 

Since 1992, Kaplan and Norton have published five books and nine Harvard  
Business Review articles. The titles of these publications reflect the evolution of 
their thinking from performance measurement to strategic management.
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adoption by organizations across 

diverse geographies. Although the use 

of graphics has consistently been 

shown to aid in learning and commu-

nicating ideas, it must be carefully 

planned to produce these benefits. 

Such planning—not only for BSC 

documents such as strategy maps and 

scorecards but also for articles and 

books on the methodology—has 

helped managers to fully exploit the 

BSC’s potential.  

Clinton Free is an Associate 

Professor at the Australian 

School of Business, the Univer-

sity of New South Wales, 

where he teaches courses 

in management control and 

governance. He is a Rhodes 

Scholar and holds a PhD from 

Oxford University.

Sandy Qu is an Assistant Pro-

fessor at the Schulich School 

of Business at York University, 

where she teaches financial 

and management accounting. 

She holds a PhD from the 

University of Alberta and has 

published extensively on the 

Balanced Scorecard.
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356

421

286

303

1,675

22%

28%

30%

34%
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• KEY THEMES
• Performance measures
• Four perspectives
• Objectives, indicators
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• KEY THEMES
• Strategic management
• Organizational learning
• Feedback for planning
• Organizational knowledge
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• Strategy maps
• Integration of budget 

and personnel plans
• Organizational change

Balanced Scorecard 
as a Performance 
Evaluation System

Balanced Scorecard as 
a Management System

Balanced Scorecard as 
a Framework for 

Organizational Change

TABLE 1: NUMBER OF GRAPHICS USED IN KAPLAN AND NORTON PUBLICATIONS 

Emphasis on graphics has increased over the 20 years of the Kaplan and  
Norton book publishing cycle. Their articles have always emphasized the use  
of graphics—especially in comparison with a control group.

FIGURE 2: GENERATIONS OF THE BALANCED SCORECARD 

Three generations of Balanced Scorecard thought and practice are contained in 
Kaplan and Norton’s body of work. Over time, emphasis shifted from performance 
measurement to management. The third generation focuses on the BSC as a frame-
work for organizational transformation.
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Many executives rightly see the senior 

management team (SMT) as the ideal 

venue for discussing these activities. 

But they often fail to structure these 

conversations in a way that lever-

ages the team’s unique strengths and 

defuses political sensitivities. Moreover, 

many cannot see past a false ideal of 

precision to the well-constructed port-

folio of initiatives most likely to achieve 

the organization’s strategic objectives. 

But there’s good news: A few simple 

changes to the way you approach these 

discussions can make all the difference.

Asking the Nearly Impossible: 
Prioritizing Initiatives

The typical organization has scores of 

initiatives planned or in progress at 

any given time. In the inventories of 

initiatives in organizations we have ob-

served, we rarely find fewer than 50–60. 

In fact, the number usually reaches as 

high as 80–120. With such huge inven-

tories, corporate resources get sucked 

into activities of widely varying quality 

and relevance, often to the surprise and 

displeasure of the CEO. 

Instinctively, most CEOs want to call a 

meeting of the SMT, take out a red pen, 

and have the team start drawing lines 

through initiatives. But each initiative 

has an owner somewhere in the orga-

nization who believes in it. And when 

SMTs consider initiatives one by one, it’s 

the rare initiative that can be immedi-

ately dismissed: Someone, somewhere 

in the organization, had a good reason 

for initially sponsoring each project or 

program. Invariably, a long list of inher-

ently good ideas remains. 

The usual path out of this impasse is 

to rank order the initiatives. But rank 

ordering runs into some fundamental 

conflicts. For one thing, it puts team 

members in the untenable position of 

either lobbing grenades into another 

team member’s territory or defending 

their own area’s initiatives from chal-

lenge. Furthermore, team members who 

agree to the cancellation of an initiative 

in their area will have to justify the loss 

to their people. And more powerful 

team members may be able to protect 

their initiatives regardless of merit. 

Attempting to overcome such barri-

ers, some organizations use initiative 

weighting and scoring systems. Criteria 

such as business value, confidence to 

deliver, risk, and so on are established 

and weighted. Each initiative is then 

assigned points for how well it fulfills 

each criterion. Finally, each initiative’s 

points are multiplied by the weight of 

the criteria it helps fulfill. These calcula-

tions ultimately generate a mathemati-

cally determined rank order for each 

initiative.

Weighted systems do get several 

things right. For example, criteria make 

explicit what the organization is trying 

to optimize. Initiatives are evaluated 

relative to each other, rather than in 

isolation. And deferring the question of 

which initiatives will be funded makes 

the process easier. 

But the apparent precision of the 

rankings is an illusion created by the 

mechanistic scoring system. Is that SAP 

upgrade exactly two points superior to 

outsourcing routine legal work? Further, 

it’s all too easy for team members 

to game the system—by assigning 

unreasonably high scores to specific at-

tributes of the initiatives they favor. As 

the CEO of a leading financial services 

firm says, “I can poke holes in these 

scores all day. How do I make sure we’re 

actually going to allocate our capital 

and other resources against our most 

important priorities?” 

A Better Way Forward:  
“Fuzzy Logic”

There is a more productive and ulti-

mately easier way to determine relative 

preferences regarding initiatives. This 

approach retains the advantages of 

weighted systems and defuses politi-

cal sensitivities. However, instead of 

artificially forcing questions about 

initiatives into quantitative systems, 

it embraces “fuzzy logic” to move the 

conversation forward. 

The approach begins with an inventory 

of all initiatives—proposed, planned, 

or under way—and a one-page descrip-

tion of each. This description typically 

includes information such as the initia-

tive’s executive owner, background 

issues, people involved, a high-level 

cost-benefit analysis, milestones and 

timing, and definitions and measures 

of success. Each SMT member then 

assesses the portfolio of initiatives 

that fall under his or her purview and 

determines an initial placement of the 

initiatives on a three-by-three matrix 

organized along two axes: importance 

and time. 

Assigning initiatives to the categories 

of Must do, Should do, and Nice to do 

means evaluating them according to 

their importance. And that is where the 

Critical Conversations That Reset 
How Your Organization Manages 
Initiatives
By Bob Frisch, Managing Partner, and Cary Greene, Partner,  

Strategic Offsites Group

To give your strategy a fighting chance of success, you must be 

able to do two things supremely well: prioritize strategic initiatives 

and integrate them for maximum impact. However, both of these 

tasks—in even the best-run organizations—more often than not 

prove inherently difficult and frustrating. 
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fuzzy logic comes in. Those categories 

are sufficiently broad to be easily under-

stood yet sufficiently clear to provide 

actual meaning: These are things we 

must do; these are things we should 

do—but if things get tight, we can get 

by without doing them; and these are 

things that would be nice to do if we 

have sufficient resources available. 

Assigning initiatives to the categories of 

now/soon/later addresses the issue of 

urgency. Discussions of urgency often 

bog down in absurdly precise projec-

tions of timing. Again, fuzzy logic breaks 

through such artificial precision: Soon 

isn’t now, but it’s before later. It’s much 

easier to assign initiatives to these 

three time categories than to fit them 

on a timeline, and far more productive.

Armed with these six categories on two 

dimensions—must do, should do, and 

nice to do for importance, and now, 

soon, and later for urgency—an SMT 

can productively discuss initiatives and 

priorities along the nine-cell matrix that 

results. This conversation can help the 

CEO and the SMT rapidly achieve an 

enormous amount of organizational 

alignment.

To begin the conversation, the SMT 

members’ three-by-three initial place-

ments are collated into one large wall 

chart displayed in the front of the 

room. Initially, virtually every initiative 

shows up as a must do/now, with the 

occasional initiative described as must 

do/soon or should do/now. The starting 

point of the exercise reflects the reality 

that led to the meeting: Executive 

owners see almost every initiative as a 

high priority, collectively outstripping 

the organization’s ability to execute 

them. What follows is the process 

we use to help groups determine the 

relative importance and urgency of all 

these high-priority items in relation to 

one another, not against some external 

criterion.

Determining Importance

We start by selecting what we believe 

to be one of the most important initia-

tives from the must do/now cell. Then 

we initiate a discussion focused solely 

on this initiative’s importance. (Does 

the company have to do it?) For the 

time being, we leave aside the question 

of urgency. Usually, the group readily 

agrees that the initiative is important, 

so it can be transferred to a second, 

empty wall chart.

From the original group of must do/

now, a second initiative is selected, 

and the group is asked to discuss its 

importance relative to the importance 

of the prior initiative. There is no discus-

sion of the second initiative’s intrinsic 

merits, and the question of funding is 

not on the table. (Determining relative 

funding levels is the CEO’s prerogative, 

of course, and he or she will make the 

call later.) This is where such discussions 

really take off. Why? The group works to 

answer one—and only one—question: 

Is the second initiative more important 

or less important than the first one we 

discussed? 

Once the team has achieved a rough 

consensus on this question, the second 

initiative is placed accordingly on the 

new chart. Then a third one is discussed 

and placed, and so on. Soon, relative 

priorities among the original group of 

must do/now begin to emerge. 

Initiatives start to form clusters of 

seemingly equal importance. As those 

clusters get too large, group members 

can subdivide them by asking whether 

a particular initiative belongs in the top 

half or the bottom half of the cluster. 

Eventually, like an amoeba, the cluster 

separates into two. In this way, it’s pos-

sible to create finer and finer gradations 

until you have a reasonable hierarchy 

of initiatives. In our experience, it’s 

usually enough to subdivide until you 

arrive at quartiles, which is sufficient to 

determine which tranches of projects 

will be funded under different resource 

scenarios. 

Determining Urgency

We then follow the same procedure to 

determine urgency. From the top quar-

tile of importance, we pull an initiative 

and transfer it to an empty wall chart. 

We’ve already agreed that the initiative 

is something the company has to do, 

but we haven’t agreed as to when. So 

we pull another initiative from the top 

quartile and consider when (in relation 

to the initiative already on the chart) 

the second initiative should be done—

sooner or later. Then we take a third 

initiative, and so on. We do this until 

the initiatives now arrayed horizontally 

begin to form clusters by urgency, just 

as they did by importance. Typically, we 

work through the first three importance 

quartiles, which correspond roughly to 

must do/should do/nice to do. And we 

end up with those initiatives distributed 

according to urgency: now, soon, later. 

We can then place the initiatives in 

the nine-cell matrix, as in Figure 1. This 

matrix provides a strong visual repre-

sentation of the importance and timing 

of initiatives simultaneously. 

It’s not rocket science—and doesn’t 

need to be. Bucketing initiatives by 

relative position on the development 

path in this way can free the team 

from the rigid logic of rank ordering or 

metrics-based approaches. Through the 

dialogue sparked by the process, SMT 

members gain not only a detailed un-

derstanding of what’s going on through-

out the organization but also a clearer 

picture of the rationale for prioritizing 

14 b a l a n c e d  s c o r e c a r d  r e p o r t

It’s not rocket science—and doesn’t need to be. Bucketing  

initiatives by relative position on the development path in this  

way can free the team from the rigid logic of rank ordering or 

metrics-based approaches. 
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FIGURE 1: PRIORITIZING THE INITIATIVE PORTFOLIO: IMPORTANCE VERSUS  
URGENCY 9-CELL MATRIX

We find it helpful to use a simple 9-cell matrix, which embraces “fuzzy logic,” to 
array the initiatives under consideration. The matrix allows the management 
team to prioritize initiatives relative to one another across two dimensions: 
importance and urgency.

one initiative over another. This ap-

proach transforms one of the SMT’s 

most frustrating tasks into one of its 

most productive and rewarding. 

Hitting the Bull’s Eye: Making 
Initiatives Work Together

The prioritization discussion deter-

mines which initiatives are important 

and how urgent they are. The integra-

tion discussion, presented below, 

tests whether the initiatives are 

focused in a way that will provide the 

maximum contribution to the organi-

zation’s major strategic objectives.

To start the integration discussion, 

large sheets of paper with images of 

archery-style targets are placed on 

the wall. Each has an inner ring—the 

bull’s eye—and two additional con-

centric rings. The top of each sheet 

is labeled with one of the company’s 

major strategic objectives. 

For example, for a technology 

company that went through this 

process, the objectives for the coming 

year were:

• Increase gross margins by 14%.

•  Improve customer satisfaction  

to 95%.

•  Increase unit share of our core 

market by 10%.

•  Cut cycle time for new product 

introductions by 40 days.

The SMT opened the discussion 

by choosing an initiative from the 

prereading: “Create a council of 

critical customers to meet directly 

with product engineering during 

early stage of product development.” 

The group then discussed which of 

the four critical targets the initiative 

helps achieve and how close to the 

center to place it: bull’s eye, second 

ring, or outer ring. Proximity to the 

center depended on whether the 

initiative directly drove the desired 

outcome (bull’s eye), had a close 

relationship but wasn’t aimed directly 

at the outcome (second ring), or had a 

tangential role (outer ring).

Team members agreed that a council 

of critical customers would certainly 
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boost customer satisfaction because 

products would be more closely tuned 

to customer needs when introduced. 

But they also concurred that the initia-

tive, designed specifically to make the 

most important customers happier, 

might not affect the broader base of 

customers who used the company’s 

products in a wide array of applications. 

So a yellow sticky note with the initia-

tive title was placed on the second ring 

of the customer satisfaction target. 

Most initiatives end up somewhere on 

one or more of the targets. Sometimes, 

however, an initiative doesn’t hit any 

ring on any of the targets and ends 

up on a flip chart. The initiative may 

be important and will be pursued, but 

it might not significantly affect the 

outcome on any strategic objective. 

It also raises a flag that the initiative 

does not contribute meaningfully 

to company strategic objectives and 

might be considered for elimination or 

deferral.

The “aha” moment occurs after all of 

the sticky notes have been distributed 

among the targets. That’s when the 

team can step back and visually survey 

the extent to which the entire portfolio 

of initiatives is linked to the company’s 

strategic objectives and themes.

What if an objective has no initiatives 

assigned to it? In such cases, there are 

two possibilities: The team is assum-

ing that the company will achieve it 

through business as usual, or it is clear 

that the team needs to devise initia-

tives to put behind the objective. An 

objective with several initiatives in 

the second and third rings but none 

in the bull’s eye may indicate that the 

company needs to aim its initiatives 

more accurately. Or the team may find 

several related initiatives that could 

be consolidated, reoriented, or better 

coordinated for higher impact.

Maintaining Momentum

Great organizations have prioritization 

and integration conversations regularly. 

If an enterprise has initiatives sprouting 

like weeds, then the prioritization dis-

cussion should come first. If a manage-

able number of initiatives exists about 

which the group generally agrees, then 

executives should start with an integra-

tion discussion. Thereafter, the two 

periodic conversations will alternate, 

as these discussions become part of the 

rhythm of the business.

The real power of this approach comes 

when SMTs discuss how important 

initia tives are relative to one another, 

how they relate to organizational 

objectives, and how to make sure that  

a manageable number are launched  

at a given time. The result is a portfolio 

of initiatives closely aligned to the 

company’s strategic objectives, along 

with a clear rationale for prioritizing 

one initiative over another. This 

high-level management of initiatives 

provides the critical bridge between 

setting a strategy and seeing it success-

fully executed.  
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