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Since 1996 people have been intrigued by the Balanced Scorecard, as described in 

the Harvard Business Review by Robert S. Kaplan and David P. Norton.  Their 

publication changed the way every company looks at scorecards and dashboards.  

The premise that you cannot focus on only one family of metrics made sense to all 

readers.   

 

The balanced scorecard concept came about the same time that Enron collapsed 

along with a few other high profile organizations that had chased only profits and 

revenue over all other performance measures.  This is clearly wrong.  There should 

be balance in a business's performance metrics.  In just the same way, Lean Six 

Sigma (LSS) practitioners have found that optimizing only one silo (or segment) of a 

complex business process nearly always sub-optimizes the whole system.  Driving a 

company on financial metrics only is no different than optimizing one silo of an 

organization; it leads to sub-optimization of the business.  

 

Many business executives have directed that a balanced scorecard be created in 

their company, without fully understanding what that means.  If it is referenced in so 

many publications, then it must be good.  How could so many of their peers speak 

highly of the Balanced Scorecard and it not be a good thing?  

 

At my last employer, I was tasked with putting together a Balanced Scorecard for the 

leadership because their customer was asking to see one.  This was a few years ago 

when there was not as much written about the Balanced Scorecard, so I read some 

of the original writings.  My impression was that the authors realized the importance 
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of a balance in the managed performance metrics but were not as knowledgeable in 

how performance metrics are identified and developed.  All the early writing sounded 

like the same kind of performance management guidance that everyone wrote about, 

except for the balance.  Even in the current published books, the guidance on setting 

strategies and goals is quite similar to what we had a generation ago:  strategy maps, 

SWOT diagrams, affinity diagrams and such.  Nothing was new. 

 

The Balanced Scorecard authors wrote a paper in the Harvard Business Review to 

start this off.  It was so popular that they followed with many books.  The idea of 

balance alone is good, but it was not enough to write a book.  It appears as if the 

authors went out and tied their balance ideas to the traditional strategic planning 

methods to make it look like a system.  But in doing so, the authors, inadvertently, set 

up a system that limits the ability of the balance concept from fully benefiting the 

organization.  Their writings infer that all metrics should derive from the chosen 

strategies; that is, from the strategies that were derived from opinions, strategy maps, 

and other qualitative methods. 

 

It became my belief that the Balanced Scorecard published guidance was inadequate 

for an organization that had a good system for developing performance metrics and 

strategies.  So what would a good organization do with the Balanced Scorecard 

concept?  The organization should tie the concept of the Balanced Scorecard to an 

equally innovative method to develop performance metrics and strategies. 

 

I found this innovative method in the writings of Forrest Breyfogle.  In Forrest's 

Integrated Enterprise Excellence book series, you find references to the problems 

with the balanced scorecard system.  If you take only a cursory look, you might come 

to think that Forrest recommends that companies avoid the balanced scorecard 

methods completely, but that is not true.  The problems with the Balanced Scorecard 

methods are not in the generic sense of balance (which is good) but in the way the 

authors choose to introduce balance into the scorecard ideas. 
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In the IEE writings, it is shown how you balance the metrics based on a value chain 

diagram, which includes all of the functions that you execute to have a business in a 

central row.  Support business functions are added as rectangle boxes near the 

bottom of the diagram.  Each function has 1 to 3 metrics assigned that cover the 

overall performance.  These generally are cost, quality, and time-related metrics.  

You want to choose metrics that represent the health of the function, not detailed 

metrics that can be used for diagnostics. 

 

As the graphic shows below, the value chain includes the typical balance groups and 

a lot more. 

 

The piece of the metric and scorecard effort that the balanced scorecard writings 

missed was that you should build the metrics on your current business functions.  

The metric should not derive from a chosen strategy because that could result in the 

same problem that the balanced scorecard was intended to avoid, a focus on just 

part of the business.  In the IEE system, it is recommended that you build your 

scorecard based on the functions within the business (this is not the same as the 
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organization chart).  When the metrics definition is complete and the metrics are 

evaluated, now determine strategies where the performance is not meeting the 

expectations. 

 

In this model, all the strategies have metrics assigned because the strategy is directly 

tied to an under-performing metric.  If I were to re-write the model for the IEE 

balanced scorecard, the evolution from the balanced scorecard to the IEE balanced 

scorecard would look like this. 

 

In the IEE model, discussed above, the building of the value chain and the 

subsequent strategic plan generation is part of the larger IEE system.  The IEE 

system is implemented in a 9-step process that is shown in the following graphic .  

Take note that you start with the mission and vision, as does the Balanced Scorecard 

method, but then you address the business functions and metrics with a value chain.  

Taking the functional performance and analyzing the enterprise against the satellite 

financial goals, you set SMART goals for the key performance areas.  If you need to 

change performance, you create strategies to change performance, which is the fifth 
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of nine steps.  Now you have a strategy that is super-glued to a performance issue, 

which ensures that you can measure the progress or failure of the strategy.  

 

The 9-step IEE Implementation Diagram 

1. Describe 
vision and 
mission.

2. Describe value chain, 
including satellite-level and 
30,000-foot-level metrics.

3. Analyze 
enterprise.

4. Establish 
SMART 

satellite-level 
metric goals.

5. Create 
strategies.

6. Identify high 
potential improvement 

areas and establish 
related SMART 30,000-
foot-level metric goals.

7. Identify and 
execute 
projects. 

8. Assess project's 
completion impact 

on enterprise 
goals.

9. Maintain the 
gain.

 

 

If you have ever wanted to adopt the balanced scorecard philosophy into your 

organization and wanted it to be useful to leadership, consider using the Integrated 

Enterprise Excellence system as the vehicle to develop, implement, and apply the 

balanced scorecard to its fullest extent. 
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