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I
n 1992, Robert Kaplan and David Norton 

published an article destined to become a 

classic of management literature: “The Balanced

Scorecard—Measures that Drive Performance”

(Harvard Business Review, January-February, 1992).

It describes an approach developed through 

“a year-long research project with 12 companies at 

the leading edge of performance measurement.” 

Five years later, the thought occurred to us to revisit

those balanced scorecard pioneers and ask them to

reflect on their experience. Is the composite approach

outlined by Kaplan and Norton an accurate represen-

tation of how it really worked in their companies?

Where have they encountered problems? And, with 

so much water now under the bridge, have the efforts

ultimately proved worthwhile? Ten of the original

twelve were able to participate in the structured

interviews we designed.

The overall picture that emerged was a clear demarca-

tion in the group, between those who used the score-

card to drive financial success and those who used it

to effect cultural change. While nearly all called their

efforts successful, their decisions along the way varied

greatly according to which camp they were in. The

scorecard, it became clear, can be used to drive value

or to drive values. Depending on which they were

seeking, the scorecard pioneers responded differently

to several lines of inquiry.

where are they now? 
revisiting the original “balanced scorecard” firms
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How are scorecards being designed?

The ten companies we studied all began their bal-

anced scorecard efforts in the same way: by launching

an explicit project by that name and appointing a

small project team (generally of three people). In each

case, it was the task of this team both to propose the

set of measures that would make up the scorecard and

to guide the implementation of the new system. Each

team likewise started work by asking the same basic

question: “are Kaplan and Norton’s four categories of

measures [see figure 1] the right ones for us?” And

that’s where the two types of scorecard companies

parted ways. 

Some companies simply adopted the basic categories

defined by Kaplan and Norton; these turned out to 

be the ones focused on value. In all cases, their

approach was to invoke the strategy of the business,

as advised by Kaplan and Norton, and translate it 

into measures relevant to shareholders and cus-

tomers, and reflective of operations and innovation.

But interestingly, fewer than half the companies we

studied had a concise strategy at the outset of their

balanced scorecard project; most had only a vague

mission statement, or were experiencing a profound

shift in strategic direction. For these firms, there was

no such straightforward process as Kaplan and Norton

describe. Instead, it was iterative, requiring conscien-

tious movement from perceived strategy to measures

and back again. In line with their “values” focus, 

these firms spent much more time questioning the

measurement labels they needed to communicate

organizational aspirations, and invariably came up

with different, and different numbers of, categories

than Kaplan and Norton’s. Developing the scorecard

had as much influence on strategy as strategy had 

on the scorecard.

What sorts of measures are best?

No matter how many categories a team established, 

it inevitably was able to nominate more measures

than could be accommodated by a practical scorecard.

Coming up with the right criteria for choosing some

measures over others became the next challenge. A

number of the firms used a tool we would generically

call a “measurement quality checklist” to assist in

selection. (See Figure 2.) The checklist allows mea-

sures to be rated on various important dimensions,

such as availability of supporting data, accuracy, pre-

cision and clarity, and general validity (that is, how

well they measure what they purport to measure).

Again, the solutions differed according to the “value

versus values” orientation noted earlier. Those com-

panies in the value camp were most concerned with

defining measures that could be explicitly and quan-

tifiably linked with attainment of the business strate-

gy. Even in non-financial areas, they allowed only

measures that could produce objective, accurate 

values. (Most eschewed measures based on customer

or employee opinion surveys, for example.) Also 

popular with these companies were index measures,

which support trend analysis against like periods in

the past. Finally, and not surprisingly, these “value

The Balanced Scorecard Framework

Source: Kaplan, R. and R. Nolan, “The Balanced Scorecard: Measures that 
Drive Performance,” Harvard Business Review, January-February, 1992

Figure 1
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business, would have comparable non-financial mea-

surements. In a world of scorecards, top management

would be at a loss for how to portray overall corpo-

rate performance. 

We know of at least one organization for which this

issue was a project-buster. This firm, a producer of

over-the-counter drugs, aborted its balanced score-

card implementation when it realized the new corpo-

rate goals it had established for building market share

could not be distributed across product divisions in

such a way that achievement of divisional goals would

assure the corporate goal was reached as well. We

asked our balanced scorecard pioneers whether they

faced similar issues in their deployment efforts.

The response we got was consistent across the group:

that the aggregation allowed by financial measure-

ment was in fact one of the ills the balanced score-

card was designed to remedy. By ignoring

idiosyncrasies and reducing to averages, aggregation

obscures more about business performance than it

reveals. Better, these firms believe, to seek a “logical”

rather than arithmetic connection of division results

to corporate performance. 

Should scorecard values be disclosed externally?

The same basic issue of comparability surrounds the

question of whether performance captured by bal-

anced scorecard metrics should be disclosed external-

ly. One of the major constituencies the scorecard is

aimed at is shareholders; shouldn’t they have the ben-

efit of the information? 

seekers” favored outcome measures over activity mea-

sures. A measure like “hours of training delivered” was

considered far less valuable than some measure of

employee skills enhancement resulting from training.

For companies looking to reinforce values through

measurement, the test of a good measure was not 

so much its ability to produce a defensible value 

as its ability to telegraph what really matters to the

organization’s success. One firm, for example, was

eager to reorient a culture steeped in operational 

efficiency to one of creative innovation. Because 

culture is manifested in daily, individual behaviors,

this firm had no problem with including some 

activity (versus outcome) measures.

Naturally, it was a concern for all the teams to select

measures in such a way that the whole portfolio of

measures was efficiently balanced. The goal was to

cover a large amount of territory (whether three 

categories or six) with as few measures as possible.

Some interesting and valid measures were omitted,

therefore, because they produced insights more or

less redundant with other measures.

Can scorecard values be aggregated?

The beauty of financial measurements is that they

allow for aggregation of results of disparate parts of a

business—for example, divisions or strategic business

units. A dollar is a dollar, whether it comes from sell-

ing film or pharmaceuticals. It’s extremely unlikely,

however, that two divisions, in two different lines of

Criteria Poor Excellent

Availability: Do we have the data? Is it readily accessible? Will a new IT system have to be built? 1 2 3 4 5

Accuracy: Are the values produced by this measure trustworthy? How much “noise” is in the data? 1 2 3 4 5

Precision: How much subtlety of measurement is possible? Does the measure offer 1 2 3 4 5
a fine-grained view of performance?

Clarity: Is the measure straightforward? Will employees understand it? 1 2 3 4 5

Validity: Does the measure fairly portray the performance of the area it is designed to represent? 1 2 3 4 5

Choosing Among Competing Measures

Measurement Quality Checklist
Please evaluate all current and nominated measures against 
the criteria identified below. Circle the most appropriate rating
for each criterion.

Proposed Measure: _____________________________________

Figure 2
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The answer, from the majority of our interviewees:

no. Or at least, not yet. Only one of these firms said 

it was now including non-financial measures from 

its scorecard in its annual report. The finding is not

surprising; although there might be some advantage 

in revealing the quality of management and the

thoughtfulness with which strategic intent is being

communicated to employees, the balanced scorecard

concept is still far too new for firms to risk legal 

exposure by making it public. This is particularly true

given that investors do not seem to be clamoring for

such disclosure. Recent studies have found that, 

while investors rely heavily on non-financial informa-

tion in deciding whether to invest in a company, they

do not view the company itself as the most valuable

source of that information.

Should the scorecard drive individual pay?

Although “pay for performance” is woven deeply 

into the fabric of American business, companies vary

widely in their beliefs about how explicit the link

should be. Half the companies we studied explicitly

link performance on the balanced scorecard to 

individual financial rewards. When asked about the

philosophy underlying their approach, all companies

responded that they were simply treating the new,

balanced scorecard system in the same way they had

treated previous performance measurement systems.

Companies that had explicitly linked performance to

pay continued to do so; those that had not did not

change their approach once they had developed a 

balanced scorecard.

A typical approach is to use success in achieving cor-

porate or divisional scorecard objectives to determine

the size of a bonus pool that will be shared by a group

of employees. The make-up of this group varies among

companies, from corporate senior executives only, 

to most of the employees in a particular division. 

The bonus pool is then divided among those eligible,

often on a largely subjective basis. Again, a difference

emerged between our two types of scorecard pio-

neers; where the purpose of the scorecard was to 

support innovation and culture change, the most

appropriate reward plans were usually determined to

be broadly-based gain (and risk) sharing plans rather

than very specific linkages between pay and perfor-

mance on various aspects of the balanced scorecard.

Does the scorecard completely supplant 

the old measurement system?

Letting go of old measures has been difficult for 

many of the early balanced scorecard companies, 

and understandably so. No matter how thoroughly 

an existing system can be faulted, it usually has 

the great advantage that its features are already 

well understood across the company. It is also 

typically entrenched in other ways; for example, by

being intertwined with evaluation, compensation, 

and other human resource processes, and supported

by an infrastructure of information systems designed

to gather, consolidate, and report performance 

measurement information. 

Among the original companies involved in Norton and Kaplan’s “balanced scorecard” research, a

clear demarcation has emerged. Some of the firms employ the scorecard to identify leading indi-

cators and drivers of business value, which can then be managed more closely. Other firms use

the scorecard as a change management tool, to communicate priorities and shape employee

behavior and decision-making. In other words, the balanced scorecard is being used to drive value

and also to drive values. Both camps are calling their efforts highly successful.

article abstract
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Was it all worthwhile?

For at least half the companies we studied, the 

balanced scorecard project was considered a

“resounding success.” Has it improved the bottom

line? Well, “yes” for some companies and “not yet” 

for others. Again, for many of these companies, 

bottom line improvement wasn’t the immediate goal.

Success for them meant realizing substantive change

in employee orientation and the corporate beliefs 

system. Some say their organizational culture has

noticeably shifted. Most believe employees are better

able to prioritize multiple change projects, which

occasionally conflict in terms of goals and often 

conflict in terms of demands for time and attention.

(In one such company, new project sponsors are now

asked to illustrate explicitly how the project will 

contribute to balanced scorecard goals.) Other bene-

fits include boosts in employee morale, customer 

satisfaction, and product quality.

For those firms looking to drive greater profitability,

the scorecard has also been successful. Some say they

can positively attribute fundamental improvements 

in the bottom line to the change. All believe their 

balanced scorecards succeed in focusing employee

attention on strategic priorities and the leading indi-

cators of financial success. The benefits are, first 

and foremost, a new visibility of the value chain and

better management of it.

Thus, despite the team leaders’ description of the

development process as starting with a “clean 

sheet of paper,” the balanced scorecards they devel-

oped generally include many measures previously 

in place. Only two companies could be said to have

replaced their systems entirely; in both cases, those

earlier systems were complex, widely disliked, and 

inconsistently used.

Are new scorecards met with great resistance?

Imagine a change spectrum ranging from only 

modest or evolutionary attempts at change to 

full-scale replacement of an existing measurement

system. How much internal resistance a firm experi-

enced varied according to where it fell on that 

spectrum. But interestingly, those located on either

endpoint experienced relatively little resistance. It

was the companies located somewhere in the middle,

attempting to expand and reframe a portion of their

measurement system, who experienced the most. For

these companies, a great deal of communication was

required to explain why the new scorecard was being

developed, how it was being developed, how it would

affect evaluation and compensation, etc. Teams used

newsletters, posters, and even videos to “sell” the

change. Most also had to reinforce the use of the

scorecard. One organization, for example, made the

scorecard the “top sheet” of the package of informa-

tion distributed before each executive committee

meeting, replacing the financial statement that had

previously been on top.

Depending on whether firms were using the balanced scorecard to drive

value or values, their implementation of it differed in several key respects.

In selecting among measures, for example, value-seekers sought precision

and objectivity. Those looking to effect cultural change tolerated more

ambiguity if a measure was able to send a key signal about organizational

priorities. All the balanced scorecard pioneers agreed on at least one point:

it’s too early to risk disclosing non-financial performance information to

the investment community. 
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