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Almost 10 years after developing the balanced scorecard, authors Robert Kaplan and David Norton share what they've learned.

Lori Calabro, CFO Magazine
February 01, 2001 
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When Robert S. Kaplan and David P. Norton published their Harvard Business Review article, "The Balanced Scorecard-- Measures that Drive Performance," in 1992, they had no idea they were about to launch a revolution. They were simply pointing out the shortcomings of using only financial metrics to judge corporate performance, and urging companies to measure such factors as quality and customer satisfaction as well.

By the thousands, companies embraced the idea. A balanced scorecard became the hallmark of a well-run company, and a whole new consulting specialty sprang up to help companies create one for themselves.

Today, many companies say the scorecard is the foundation of their management systems.

It is fair to say that the balanced scorecard has served its creators well, too. Since the original article and subsequent book were published, Kaplan, the Marvin Bower Professor of Leadership Development at Harvard Business School, and Norton have helped hundreds of companies implement the scorecard and have lectured in more than three dozen countries about it. In addition, Norton left his position as head of Renaissance Worldwide two years ago to become founder and president of Balanced Scorecard Collaborative Inc., a Lincoln, Massachusetts​based firm that facilitates the global use and awareness of the scorecard.

Recently, the duo also found time to write a sequel, The Strategy-Focused Organization (Harvard Business School Press, 2001). In it, they describe the evolution of the balanced scorecard from measurement system to a system for managing change. They examine its impact at some of the 200 companies that have implemented it, including Mobil Oil Corp., AT&T Canada, and Cigna Insurance. "For the first time," says Kaplan, "we've been able to document that it works."

Recently, Kaplan and Norton discussed the impact of the balanced scorecard with CFO deputy editor Lori Calabro, and argued its merits as a tool for effecting corporate strategy.

When you developed the balanced scorecard almost 10 years ago, did you have any idea how pervasive it would become in Corporate America?

Kaplan: I think not. We really set out to solve a performance measurement problem: Why are financial measures alone unable to capture the value-creating activities of contemporary organizations? The balanced scorecard was the solution to that. What we could not have anticipated was that it was also a solution for a much bigger problem: organizations' inability to implement new strategies and to move in new directions, particularly directions focused on customer-value propositions.

Norton: In addition, neither of us appreciated that the approach was hitting at the fundamental question in the New Economy, which is, "How do I create value from intangible assets?"

How widespread is the use of the balanced scorecard, really?

Norton: Bain & Co. does a survey every year of the management practices in large companies. This survey indicates that in North America, about 50 percent of Fortune 1,000 companies [are using the scorecard], and in Europe somewhere between 40 and 45 percent. I was just down in Australia. There, research done by one of the universities indicates that about 35 percent of companies claim to be using a balanced scorecard.

What about the other 50 percent of companies? Are they misdirected?

Norton: The approach has probably moved through the large organizations [first], because they tend to be more in tune with current management concepts.

Kaplan: We find that there needs to be a style of openness and transparency present [in order for the scorecard to be adopted]. Senior executives must want to communicate the objectives of the organization to everybody. Not all executives have that style. And, of course, until the new book came out, there had not really been any documentation that this works. What are the main features of an organization that successfully uses the balanced scorecard to identify strategic goals and realize them--a so-called "strategy-focused organization"?
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Kaplan: Each organization we studied did it a different way, but you could see that, first, they all had strong leadership from the top. Second, they translated their strategy into a balanced scorecard. Third, they cascaded the high-level strategy down to the operating business units and the support departments. Fourth, they were able to make strategy everybody's everyday job, and to reinforce that by setting up personal goals and objectives and then linking variable compensation to the achievement of those target objectives. Finally, they integrated the balanced scorecard into the organization's processes, built it into the planning and budgeting process, and developed new reporting frameworks as well as a new structure for the management meeting.

But how do you know it works?

Norton: Take Mobil. When they started the process in 1993, they would conduct an annual employee survey and ask questions such as, "Do you understand the strategy? Do you understand what we're trying to do with our customers, with quality, safety, and things like that?" Initially, they found that only 20 percent of the workforce understood the strategy. Five years later, that number was 80 percent. And the foundation for Mobil's subsequent success was its ability to get that 80 percent of the workforce to understand what the corporation was trying to do, and then tailor their own jobs and their own priorities to support that strategy.

But, unlike Mobil, firms often hesitate to link the scorecard to compensation.

Kaplan: They should hesitate, because they have to be sure they have the right measures [on the scorecard]. They want to run with the measures for several months, even up to a year, before saying they have confidence in them. Second, they may want to be sure of the hardness of the data, particularly since some of the balanced scorecard measures are more subjective. Compensation is such a powerful lever that you have to be pretty confident that you have the right measures and have good data for the measures [before making the link].

What about data integrity? You mentioned that the nonfinancial measures are often eyed suspiciously because they can't be audited. At least with financial measures, we have the SEC and FASB standing guard.

Kaplan: That's an important issue. Many organizations are defining metric owners--a department or an individual in charge of collecting the data, who is typically somewhat independent of the line business units that are being measured. Ultimately, the scorecard should have some degree of auditability and [require] an expanded role for the internal audit function.

Some finance executives say they won't implement the complete scorecard because of the rigorousness of the theory. They'd rather adopt a KPI [key performance indicator] system because it's more flexible.

Norton: When you have KPIs, you can have 20 or so random measures. From that point on, you're still going to have to do the same amount of work. You're going to have to build an information system, have management staff sit down and review the data every month, and tie it to compensation. The only difference between a bad balanced scorecard and a good one--which would be one that describes your strategy--is the effort that has to go into the front end, with the executive group coming together to agree that this is the strategy and this is how they're going to measure it. If somebody doesn't want to do that, they're essentially viewing the scorecard as a measurement system as opposed to a system to manage change.

Kaplan: You've got us into an interesting area. What is the role of the CFO in this process? Speaking a little simplistically, I think we find two types of CFOs. The first, typically, likes the rigor and the discipline of the financial data. They feel uncomfortable with some of the more subjective data on a scorecard.

Others view the finance function as an indispensable part of defining how the organization creates value. The marketing people tell you where to sell. The product development people just launch new products and services. The operations people deliver products and services. It's really the finance function that helps bring this together and asks if it is creating value.
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So it's potentially a very powerful role for that type of finance officer to play.

It sounds as if your view of finance executives has changed. In your first book, you wrote about their rigorous discipline, and you said that "these are not necessarily the traits required for managing a holistic, innovative, judgment-based, people-intensive management process" as in the balanced scorecard.

Kaplan (laughing): That's not fair, quoting from our first book.

Maybe not, but a finance executive reading that passage would say "ouch."

Norton: In the Old Economy, the finance function was the custodian of the system that set objectives, allocated resources, and then monitored how they were used. So now we move into the New Economy, and the system gets broader. You have continuous budgeting, [rolling forecasts,] things like that.

Now the question is, who is the custodian that runs the system, that manages the system, that updates the system over time? A new system is required, but I think the people [who] have the traditional finance background would logically inherit that responsibility.

In your new book, you note that CFO Jay Forbes of Nova Scotia Power proposed the balanced scorecard there. How often do CFOs lead the charge?

Norton: Maybe about 20 percent of the time. More often it comes from the strategic planning or human resources [departments]. Quality is another.

Kaplan: Because the CFO is sometimes not heavily involved, one aspect of the strategy-focused organization that has lagged is the integration with the budgeting system. It's just less developed than the objective setting or [the links to] incentive systems, human resource systems, or communication systems. I think, however, if we don't establish the link with budgeting, then the scorecard initiatives may wither.

Yet the balanced scorecard still starts with financial measures...

Kaplan: We start with the destination. What are we trying to achieve? We feel that what for-profit companies should be delivering is great financial performance.

Norton: If you look at the logic of the scorecard, the arrows all end up with financials, but they start with things like skills, technologies, and process design. Those are what you have to measure today to impact financial results tomorrow.

But you do point out that financial measures have their limitations. Are some more limiting than others?

Kaplan: I don't think we're unhappy with the financial measures. They're good for what they are. And we're certainly very comfortable with the newer financial metrics like EVA [economic value added] and other shareholder value-based metrics as the overarching objective. If you were just using earnings per share or net income, you'd run into problems of overinvestment--investing too much in capital to generate earnings or net income.

What impact has technology had on disseminating the balanced scorecard information?

Kaplan: The major ERP [enterprise resource planning] vendors all have an application called Enterprise Management that aligns with the functional standards that we have established.

But one of the consultants at Gartner said that traditional [ERP] systems could only capture about 40 percent of the measures from the balanced scorecard. Is that true?

Norton: Yes. Traditional ERP systems are transaction-driven, whereas on the scorecard you get into things like competencies, critical skills, market surveys, employee surveys, or you'll get into measuring on-time delivery and things like that. A high percentage of that information does not exist in transaction systems. On the other hand, it's not that big a deal to build the databases for the high-level [data] because it is not transaction data, it's summary data.

What benefit are companies getting from stand-alone software products?

Norton: Most of the software has just come to the market in the past 12 months. So it's hard to say. I know there are hundreds of installations now. I think there are about 10 organizations that have gone through certification, including SAP and Oracle, as well as a lot of new niche companies that have come into the marketplace.

In some cases, time and cost of implementation have been a deterrent to using the scorecard. Is the cycle time getting shorter? Is it getting any cheaper?
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Kaplan: There are two aspects. One is, what does it cost to get one up and running, and how long does it take? The second is, what about the ongoing maintenance of the system? In terms of building the system, I think we've accelerated it, and the templates help that. In addition, the tools that will soon be available on our Web site will help people implement systems at [a] lower cost and faster [speed].

But there is a front-end expense. I don't know how you'd quantify internal time versus external consultants and systems. Maybe it is measured in hundreds of thousands of dollars but not millions. [At the same time,] you're getting billions of dollars of value creation. And if a CFO only thinks, "Can the organization afford $300,000 for a new measurement system?" he's viewing it only as a measurement system. He's not saying, "How much am I willing to pay to get the organization aligned to implement this strategy?"

Have you actually done any studies on the impact of the balanced scorecard on stock price/shareholder value?

Kaplan: A lot of the applications were done in divisions, not in the entire corporation. We talk about Mobil, but that was really a division. It was a big division, $20 billion, but maybe only 20 percent of the company.

Norton: When Cigna started this, however, they had negative shareholder value. The parent company was trying to sell it and had no takers. They introduced a new strategy; introduced the new scorecard. Five years later, they were sold for $3 billion. That's [creating] shareholder value. Saachi & Saachi introduced the scorecard to try to create better segmentation in the way their branch offices were approaching the market. They introduced the scorecard, I believe, in 1997. Shareholder value at that time was $500 million. They were just acquired about six months ago, for $2.5 billion.

Does the balanced scorecard work in the New Economy, with its shorter cycle times and increased volatility?

Norton: If you're a pharmaceutical company and it takes 10 years to bring a product to market, the scorecard will describe the steps you have to take to do that. If you're a dot-com and it takes you 90 days to bring a new product to market, the scorecard will describe that. The major difference in the New Economy with the scorecard is the rate at which you learn, the rate at which things change.

Kaplan: You have to be very skilled in rapidly updating the scorecard in the New Economy, because as things change, you have the managerial challenge of getting the 100 or 500 people in your organization all aligned to the new direction. The scorecard turns out to be probably the most powerful tool these companies could have [to communicate] the new shared understanding. For it to work, however, it can't take six months to update. Candidly, though, I don't think the companies have recognized that if you want to be a very flexible, fast-moving organization, you need a mechanism to bring everybody along.

In 1997, the Harvard Business Review designated the balanced scorecard as one of the most important business developments of the previous 75 years. How do you think it will fare over the next 75?

Norton: I hope I'm here to answer that.

Kaplan: At least come back in the next 25 years, and we'll see how we're doing a third of the way through. 

	


	The Performance Management Cycle
A Framework for Improvement
Effectively managing business performance may seem at times to be a daunting task. Nevertheless, it is a

process that is critical to the success of any organization. In fact, a recent market study conducted by

PriceWaterhouseCoopers and The Economist indicated that 92% of respondents stated they have a critical or

important need to improve the way they manage performance. Interestingly, over 90% of the respondents

held titles of Vice President or higher.

This strong market demand is largely behind the emergence of the Balanced Scorecard as the premier

performance management methodology. CorVu has established a procedural framework around which our

solutions are developed and implemented. When this framework is established, performance management

becomes an iterative cycle of continuous improvement.

The Performance Management Cycle is illustrated at right

and will be used as the backdrop for the remainder of

this discussion of CorVu's Balanced Scorecard solution.

Revolving around organizational strategy, each of these

processes is discussed briefly below.

Measure
​ This is the process whereby users learn

WHAT has happened. By establishing metrics that are

linked to strategic goals, users are able to measure actual

historical performance as it relates to the overall strategy.

The measurement model contains performance targets,

including industry benchmarks, for each metric. Actual performance may then be compared against these

targets and `scored' using a normalized scale ​ such as 0 to 10.

Analyze
​ This is the critical exercise that enables users to answer the question "WHY?" Using business

intelligence technology and techniques, users are able to drill into performance data to better understand why

performance is either good or bad. Arriving at an accurate understanding, users may then effectively manage

change to correct poor performance or perpetuate good performance.

Plan 
​ This is the process by which users are able to ask "WHAT IF?" The ability to link performance to

specific business activities; detect statistical relationships that exists between various business activities; and

enable users to play `what-if' games with strategic initiatives is the most powerful deliverable of a true

performance management solution. Users clearly see which activities have the most impact on organizational

vision. This knowledge enables them to identify which activities are worthy of time and money and which

activities are expendable.

Manage
​ This area entails the process of implementing change, which requires extensive communication.

Users must be able to communicate strategic intents and share insights into performance results.

CorVu's Performance Management Cycle
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MANAGE - (man' ij) - 1. To bring about or succeed in accomplishing; 2. To direct,
govern, or control in action or use.
Strategically Managing the Organization
Various research studies published in recent years have highlighted the fact the while virtually all

organizations have a strategy, very few are able to execute that strategy effectively. To do so requires the

ability to link strategic performance initiatives directly to tactical action plans and projects. CorVu provides

numerous features to facilitate this benefit, as follows:

Cause-and-Effect Diagrams
Drs. Norton and Kaplan refer to a cause-and-effect

diagram as a set of hypotheses about your business.

For example, a strategic planner at XYZ Bank might

logically expect that if they could broaden the

employee's skills, employee satisfaction would

improve. Subsequently, improved employee

satisfaction will lead to better efficiency and

effectiveness at cross selling the product lines. This

will lead to improved customer confidence, which will

lead to a broadened revenue mix and increased

financial returns.

A cause-and-effect diagram is a graphical

representation of the strategic initiatives that must be successful in order to achieve the desired financial

outcomes. It highlights the interdependencies that exist between the various initiatives and functional areas

of the enterprise.

CorVu represents cause-and-effect diagrams by representing each strategic initiative as an object on the

diagram. Each object contains an underlying analytical scorecard that contains the specific metrics used to

measure that initiative. Performance for each initiative is then represented using a combination of numerical

values and symbols that provide a comprehensive overview of performance results and trends.

Strategy Validation
As stated above, Drs. Norton and Kaplan refer to the cause-and-effect diagram as a set of hypotheses. CorVu

is unique in its ability to statistically validate these hypotheses. Using performance results from the

underlying scorecards, CorVu applies regression analysis routines to determine actual statistical relationships

that exist between the various initiatives. The resulting correlation coefficients are then determined to be

either statistically valid, or coincidental. The graphical lines connecting the initiatives are then color-coded to

reflect the strength of the statistical relationship. The effect is that users are able to statistically validate their

strategic model of the enterprise. This eliminates extensive time and testing of potentially false strategies.
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Linking Performance Results to Strategy
As indicated above, each strategic initiative is

represented on the cause-and-effect diagram using an

icon. Such icons receive their performance results

from an underlying analytical scorecard containing the

specific metrics used to measure that initiative. Such a

scorecard might appear as at right.

This allows users to physically and statistically link

strategy analysis and planning directly to individual

performance metrics.

Linking Action Plans to Strategic Performance
In order to succeed, action plans are devised and followed closely at every step along the way. CorVu allows

users to create "action plans" that may be linked to any icon on the scorecard. Such action plans are user-

defined and typically include such information as Initiative Name, Assignment Date, Assignee Name, Expected

Completion Date, Percentage Complete, Actual Completion Date, etc. Additionally, CorVu provides direct

links into any 3

rd

party project management application for more robust project tracking capabilities. Such

features are critical to linking detailed action plans to strategic initiatives.

Unifying the Organization
A fundamental feature of the Balanced Scorecard is its ability to translate vision and strategy into actionable

and measurable objectives. Each such objective is typically then assigned to an organizational entity ​

business unit, department or individual. The end result is that each employee receives a blueprint for how

he/she contributes to the overall vision of the organization.

While this helps to achieve unification and alignment of resources, more is needed. It is critical that within

each organizational entity, and certainly between entities, that a collaborative communication environment

exists. In addition to facilitating performance feedback, this also enables users to share their performance

insights with others ​ creating a framework for knowledge growth throughout the enterprise.

CorVu provides numerous features to facilitate these benefits, as follows:

Communication and Feedback
CorVu's Balance Scorecard solution creates a collaborative environment for free and clear communication so

that employees at all levels understand how they contribute to the overall vision. This is accomplished by

translating the organizational vision into actionable and measurable objectives and also by a comprehensive

communication framework. CorVu's Balance Scorecard solution does this by providing multiple modes of

communication. As outlined earlier, the cause-and-effect diagram provide a control-tower overview of

strategy and its unique interdependencies.
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Additional modes of communication include:

"Pop-Up" Text
The first type of communication is provided in the

form of text that may be attached to any icon on the

scorecard. This text is viewable via `bubble-help' by

simply placing the cursor over the desired icon. This

type of communication is designed to communicate

strategic themes, goals or initiatives as it relates to

the business objective that is being addressed.

For example, the text may explain why the

organization is engaged in a particular activity,

expected targets of performance, identification of the responsible party, etc. In the event that this text is, in

some way, inadequate to communicate all necessary information, CorVu also allows direct links into

workgroup bulletin boards, web sites, and virtually any multimedia object

Collaborative Feedback
Users who have gained insight into performance results provide online performance assessments. Such

online assessments contain information explaining the causes for certain performance results. These may

incorporate simple text or virtually any multimedia

object and act similar in operation to that of a bulletin

board. In this manner, users are able to better

understand the impact of performance results and

benefit from the insights of other users.

Such feedback is period-based. That is, narrative

feedback is associated with a specific performance

period. Thus, it is viewable simultaneous with the

performance of the period for which it applies.

Sticky Notes
Finally, CorVu offers what we call "sticky notes".

These are text-based notes that are visible at all

times, regardless of the performance period being

viewed. Sticky notes are valuable for drawing immediate attention to an issue
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MEASURE ​ (mezh'ur) - 1. A unit or standard of measurement; 2. The extent,
dimensions, quantity, etc. of something, ascertained especially by comparison
with a standard.
Measure Better to Manage Better
CorVu's Balanced Scorecard solution facilitates a robust `measurement model' which allows users to outline

their key success factors, track performance against stated goals, and perform comparative analysis with

industry benchmarks. Such comprehensive measurement enables organizations to accurately identify how

they have performed ​ in effect, they clearly understand `what' happened. Numerous features facilitate these

benefits, as follows:

Integrated Quantitative and Qualitative Measures
There are two types of measures that may be included on a scorecard ​ quantitative and qualitative.

Quantitative measures are those which may be represented in numerical terms - such as Gross Margin,

Inventory Turns, etc. Qualitative measures are those measures for which no numerical value exists. For

example, a manager's opinion of how a particular group/department is performing. CorVu includes both

types of measures on scorecards to communicate a comprehensive view of performance results.

Since most quantitative data is available from existing transaction and data warehousing applications, CorVu

leverages these, and other, data sources as input to the scorecard.

Target Setting & benchmarking
To fully understand performance results, they must

be analyzed within the context of expectations.

CorVu's `measurement model' reflects the

organization's unique strategy and performance

objectives for each measure. Using a simple

spreadsheet-like table, users define high and low

performance targets for each scorecard measure.

Additional comparative performance targets include

planned (or goal) targets, industry benchmarks (for comparison with other organizations in the same

industry), and `business as usual' (for comparison with prior period averages of performance). These robust

options are designed to provide a comprehensive understanding of current performance results.

A simple method of weighting is used to reflect the relative importance of each measure. Once again, this

ensures that users are able to reflect their unique strategy in the measurement model.

Flexible Performance Periods
In keeping with the objective of reflecting the user's unique strategy and business objectives, CorVu's

measurement model allows all performance targets to vary by performance period. This allows the

measurement model to account for seasonal and/or growth performance trends.
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Graphical Performance Representation
As expected, performance results may be graphed for

visual comparison with performance targets and

benchmarks.
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ANALYZE - (an'l iz) - 1. To examine critically, so as to bring out the essential
elements or give the essence of; to examine carefully and in detail so as to
identify causes, key factors, possible results
.
Know What Happened ​ And Why
Using the measurement process to understand `what' happened is surely beneficial. However, this

information alone does not equip an organization with the knowledge to either perpetuate good performance

or correct bad performance. To do this requires an understanding of `why' performance is either good or

bad. CorVu empowers users to gain this knowledge using a variety of features, as follows:

Direct Access to Performance Data
Acquiring knowledge about `why' performance is as it is can only be accomplished through an in-depth

analysis of the performance data. CorVu's Balanced Scorecard solution provides direct access to all popular

SQL - and most multidimensional ​ databases. CorVu even imports data from ASCII files and spreadsheets.

Thus, CorVu provides the latest innovations in Performance Management while leveraging the value of

existing legacy systems.

Interactive Data Analysis
With this easy access to the performance data, users are able to use a variety of analysis styles. CorVu

provides an integrated application suite, including ad-hoc reporting, multidimensional analysis, executive

dashboards and forecasting. These enable users to quickly identify the root cause of performance results ​

in effect; CorVu users are able to gain knowledge and insight into `why' performance results are as they are.

Understanding that most data has been highly summarized for presentation in the scorecard, CorVu's

analysis engine provides further insight into the performance results by making available

`Control-Tower' Views and Operational Control
Just as users will utilize information in different ways and for different purposes, they require different styles

of analyses. Some users need to see highly summarized snapshots of performance results. Others need to

analyze increasing levels of detail. CorVu's integrated

suite satisfies the needs of any type of user, as

follows:

Executive Dashboard
These provide high level views ​ as if from a `control

tower' ​ of performance results. However, they are

still interactive and allow executives to drill into the

information for more detailed analysis.
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Charts and Graphs
These provide users with multidimensional views of

the performance data. The wide variety of graph

types provide detailed understanding of a multiple

issues, including rankings, percentages, period

comparisons, volumes and counts, etc.

Compare actuals to

projections using

multiple styles in the

same raph. Identify

percentages and

rankings, such as

the top 5 profit

makers within a

given region.

Reports
CorVu reports may include both data and graphics. They

may be printed or distributed via the Internet in html

format. Users are free to apply unlimited filters, headers

and footers to create customized reports that provide

necessary insight into performance results.
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PLAN
- (plan) - 1. A scheme or method of acting, doing, proceeding, making, etc.,
developed in advance; 2. A format program for specified benefits, needs, etc.
Plan Ahead to Stay Ahead
Once performance results - and the causes thereof - are clearly understood, users must be able to engage in

a process of testing changes to current strategies. Such changes ​ really fine-tuning of activities - will

inevitably be necessary to maximize desired outcomes. In the past, new strategies and initiatives could only

be `tested' under live production situations. Often times, the desired outcomes were not achieved, wasting

valuable time and resources.

Using statistically validated cause-and-effect diagrams discussed above; CorVu solutions allow users to test

new and modified initiatives, prior to implementation. Through use over time, CorVu's strategic models

actually learn about the interdependencies that exist between various functional initiatives in the model.

Users are able to forecast and predict actual outcomes, saving valuable time and resources ​ and increasing

the likelihood of making the correct modifications to achieve the desired outcomes. CorVu's innovative

technology in this area facilitates the following benefits:

Strategy Validation
As stated above, Drs. Norton and Kaplan refer to the cause-and-effect diagram as a set of hypotheses. CorVu

is unique in its ability to statistically validate these hypotheses. Using performance results from the

underlying scorecards, CorVu applies regression analysis routines to determine actual statistical relationships

that exist between the various initiatives. The resulting correlation coefficients are then determined to be

either statistically valid, or coincidental. The graphical lines connecting the initiatives are then color-coded to

reflect the strength of the statistical relationship. The effect is that users are able to statistically validate their

strategic model of the enterprise. This eliminates extensive time and testing of potentially false strategies.

Predict Performance -> Allocate Resources
Once correlation coefficients have been established between each strategic initiative, CorVu allows users to

engage in `what-if' analysis to predict possible outcomes. For example, how would a 10% improvement in

inventory management impact customer satisfaction? How would it impact financial results? Knowing the

answers to these types of questions empowers managers to allocate valuable time and resources to those

activities that are the most strategic ​ those that have the most impact on the desired outcome.

Early Warning and Detection
The Balanced Scorecard suggests that an organization's success is actually predicated upon a series of inter-

related activities referred to by most as strategic initiatives. CorVu graphically represents these as cause-

and-effect diagrams. These diagrams highlight that strategic initiatives in the area of Learning & Growth

effect strategic initiatives in the area of Internal Processes. In turn, Internal Processes effect Customer

issues, which ultimately effect the financial outcomes of the overall strategy. By representing enterprise

performance in this fashion, it becomes easy to see how poor performance in the Learning & Growth area

today will translate into poor financial performance later. Thus, by monitoring performance using CorVu's

graphical cause-and-effect diagrams, organizations are able to identify performance problems well in advance

of their adverse `effect'.
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Lag Coefficients
In addition to detecting the statistical relationships that exist between strategic initiatives, CorVu will also

identify the time lags. For example, CorVu might identify that the `effect' of a performance improvement in

Inventory Management will not show up on the Financial results for 3 months. This is powerful when

conducting strategic planning. It is not only critical to predict the outcome, but also to predict when you can

expect that outcome to materialize.

Trend Indicators
Green or red arrows are displayed on each

scorecard icon to indicate the performance trend

from the prior period. Red arrows point down to

indicate declining performance. Green arrows point

up to indicate increasing performance.

Threshold Triggers
As scorecards may be cascaded, it is important to know if constituent measures from sub-level scorecards

have fallen outside of acceptable ranges. CorVu uses a green "

4

" check to indicate that at least one KPI

from the sub-level scorecard is performing above its targeted objective. A red "

X
" indicates that at least one

KPI from the sub-level scorecard has fallen below its targeted objective.

Drill Objects
A Drill Object may be any component which adds value to the scorecard. These may include, among other

things, another scorecard, a graph, a report, an executive dashboard, a web site, a project management

application, a multimedia object or a desktop office application. Each scorecard icon may be linked to

multiple Drill Objects. Users will double-click on a Drill Object to gain further insight into performance

results. Drill Objects also provide direct integration between the scorecard and external applications.

Intuitive Performance Graphs
CorVu automatically generates graphs showing

performance trends. These are conveniently

displayed right on the same screen with the

scorecard. In fact, these performance trend graphs

are context sensitive ​ users simply click on a

scorecard icon and the graph instantly updates to

reflect the performance trend of that icon. CorVu's

performance graphs allow users to quickly and easily

compare actual performance against planned,

benchmarked and forecasted objectives.
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CorVu

Locations

The Americas

CorVu North America, Inc.

3400 W. 66th Street, Suite 445

Edina, MN 55435

USA

Phone: +1 612 944 7777

Fax: +1 612 944 7447

Toll free (USA): 1 800 610 0769

Email: sales@corvu.com

Australia, East

Asia, Africa,

Middle East

CorVu Australasia Pty Ltd.

Level 4

I James Place

North Sydney NSW 2060

AUSTRALIA

Phone: +61 2 9959 3522

Fax: +61 2 9959 3585

Toll free (Australia): 1 800 500 644

Email: sales@corvu.com.au

Europe

CorVu Benelux

Stationsplein 45

PO Box 29024

3001 GA Rotterdam

The Netherlands

Phone: +31 (0)10 403 5555

Fax: +31 (0)10 403 5544

Email: sales@corvu.co.uk

CorVu Plc

Craven House

40 Uxbridge Road

Ealing

London W5 2BS

United kingdom

Phone: +44 (0)20 8832 7700

Fax: +44 (0)20 8832 7709

Email: sales@corvu.co.uk

About CorVu
CorVu is a global provider of Enterprise e-Business Performance

Management, Business Intelligence and Balanced Scorecard
Solutions. Combining OLAP query and reporting, executive

dashboard alerts, forecasting, and Balanced Scorecard
applications, CorVu provides a comprehensive Enterprise Business

Performance Management solution. CorVu has U.S. offices in

Minneapolis, Atlanta, Boston, Chicago, Cincinnati, Dallas, Los

Angeles, New York, San Francisco, and Washington D.C.; Asia

Pacific offices in Sydney, Auckland, Melbourne, Brisbane and

Perth; and European offices in London, Munich, Rotterdam,

Sheffield and Stockholm. With more than 2500 customers,

including companies such as Datacard, Mincom, Prudential, Sara

Lee, Unisys, Ford Motor Company and British Airways, CorVu's

Enterprise Business Performance Management and Balanced

Scorecard solutions are gaining market acceptance. Additional

information about CorVu products and services can be found on

CorVu's web site at 

http://www.corvu.com

or by calling your local

office.
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