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Introducing 2GC Active Management
Our Focus

2GC is a research led consultancy focusing on strategic control and
performance management issues

Management Consultancy Services
Value Added Services

Core Research Programme

To find out more please visit:
www.2gc.co.uk
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Introducing 2GC Active Management
About our organisation

Multi-national consultancy with offices
in the UK, Portugal, India, Australia and
with partner organisations in the USA,
France, Germany, Turkey and South
Africa

Facilitated design of over 20 Balanced
Scorecards across three continents in
past two years

2GC’s consultants and partners
combine practical work experience with
consulting expertise and academic
research

2GC
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Using the Balanced Scorecard to Drive Strategy
Structure of presentation

How do we
know there is
a problem?

2GC
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Vision ::>
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How do we know there is a problem?
The Strategy Implementation Funnel

Clear Some Significant
strategic ::> strategic ::> strategic
plans success success

*Business Intelligence / Renaissance Worldwide Survey 2( 5(
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How do we know there is a problem?
Simply having strategic goals is not enough...

100%-

80%:

60%:

40%:-

20%:

0%:-
None One Two All

OClearly Defined Strategic Goal

# Objectives Achieved

*Business Intelligence / Renaissance Worldwide Survey 2( 5(
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How do we know there is a problem?
...you need to have and communicate a plan too

100%-

80%:-

60%:-

40%-

20%:

0%-

None One Two All

| OClearly Defined Strategic Goals EA Clear Path to Achieve Those Goals |

# Objectives Achieved

*Business Intelligence / Renaissance Worldwide Survey 2( 5(
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How do we know there is a problem?
Poor communication inhibits implementation

Dilbert
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From: “Dilbert - A Treasury Of Sunday Strips: Version 00” by Scott Adams, (Andre ws McMeel Publishing 2000)
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Clear as crude oil?
OilCo

o

How do we know there is a problem? Case Examples

During a meeting to begin the process of
designing a system to monitor the
implementation of a recently developed
strategic plan, the company’s senior
managers and Board Level executives
were asked:

. “What is the biggest obstacle to designing
the monitoring system?”

Over 40 of the 50 managers present
replied:

“Not knowing what the Board is expecting
of us”

&
2GC
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How do we know there is a problem? Case Examples
Dot-com confusion?

ﬂ ISP

2 During a workshop to clarify and
Al articulate the medium term strategic
goals of a major European ISP, the
executive management team were asked
to review their internal and published
documents relating to their strategy

2 The group were asked to combine these
diverse statements into a single
document

2 The consensus of the group at the end of
the process was that the resulting
composite statement did not describe
their true goals for the organisation

\e/
o
2GC
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Using the Balanced Scorecard to Drive Strategy
Structure of presentation

What to
do...in theory!

&
2GC
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What to do...in theory!
Academics agree there is a problem

“A superior strategy implemented ineffectively is much less likely to be
successful”

« Raman Muralidharan & Robert D. Hamilton Il in “Aligning Multinational Control Systems”
— Long Range Planning Vol. 32, No. 3, pp. 352 — 361 (1999)

“What is a company’s purpose? How does it make money? What
processes does it use? While we may once have thought we
understood these questions with some clarity, few thoughtful
executives today are certain of the answers. The difficulty in
discerning what a business is explains why so many efforts at
corporate revitalization have failed”

. Timothy T. Baldwin, Camden Danielson & William Wiggenhorn, in “The Evolution of
Learning Strategies in Organizations: From Employee Development to Business
Redefinition” — The Academy of Management Executive, November 1997, Vol. XI, No. 4,
pp. 47-58.

&
2GC
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What to do...in theory!

Leadership Activity

*Objectives / Goals .
*Company Performance
*External Trends
*Company Resources

4

A 4

Strategy Formulation Vision Development

Sell the strategy to
shareholders,
customers,
employees, others

F=———————

(Long Range Planning Vol. 30, No 3, pp. 334 to 344, 1997)
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Some see the problem as one of strategic process

Organisational Change
» Structure

* Processes

* Culture

» People / Resources

Industry Change

» Alliances / Mergers
& Partnerships

+ Political Lobbying

* New Ventures

After: “The return of strategic planning — once more with feeling” by Bernard Taylor

&
2GC
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Formulate Strategies
*Objectives / Goals

*External Trends
k-Company Resources

~

*Company Performance

)

What to do...in theory!
Others see the problem as communication based

(. )

Strategic Control

*Culture

*Rewards & Incentives
*Boundaries & Constraints

«Company Resources
\ J

4 )

Implement Strategies
*Objectives / Goals
«Company Performance
*External Trends

- /

After: “Out of (Strategic) Control” by Joseph C. Picken & Gregory G. Dees
(Organizational Dynamics, Summer 1997)
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What to do...in theory! Observed behaviour...
1) Experiment

“l don’t know
what these are
but take them
for a couple of
weeks, and let
me know how
you feel.”

&
2GC
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What to do...in theory! Observed behaviour...
2) Do what worked last time...

“If we compared average rainfall in
the month preceding and the
month following the performance
of the Hopi rain dance, we would
find more rain in the period after.

The dance is not performed unless
there is a drought, so such a
comparison would be misleading.

Nevertheless, this “slump-ending”
effect may help account for the
tenacity of belief in the
effectiveness of the ritual.”

¢ Gamson W.A. & Scotch N.A. Scapegoating
in Baseball 1964.

4

2GC
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What to do...in theory! Observed behaviour...
3) Come up with a plan based on causality

Most strategic plans are based on some view about underlying causality:
¢ Most managers are looking for ways ‘to get things done’

¢ Understanding of causality for operational activities is much greater than for ‘strategic’
activities

2 But even intuitive strategies are usually ‘justified’ as a requirement of planning processes

But what matters is the explanation of how a plan is expected work, rather than a
plan that can be ‘proven’, and the agreement of all those involved to try the plan

&
2GC
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Using the Balanced Scorecard to Drive Strategy
Structure of presentation

What to
do...in
practice!

&
2GC
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What to do...in practice!
Seven Causes of Strategic Implementation Failure

2GC has identified seven causes of
strategic implementation failure

1. Adoption of unrealistic Strategic

Strategic Visions . - o
— 7. Inadequate or inappropriate ¢ Adopting Unrealistic Strategic Visions
resource allocation 2 Not Identifying the right Strategic
Goals

2 Lack of top team consensus on or
2. Not Identifying the right Strategic ownership of Strategic Vision and

Goals Goals
3. Lack of Consensus or ownership

Strategic
Control

Management
Control

© 2GC Limited, 2009 - 18 February 2002

of Strategic Vision 2 Poor Communication of Strategic

4. Poor Communication of Strategic
Plans

5. Weak or irrelevant Performance
Feedback 7

6. Management Processes failing
to support strategic activities

Plans

Weak or Irrelevant Performance
Feedback

Management Processes that fail to
support strategic implementation
activities

Inadequate or Inappropriate Resource
Allocation

Source: 2GC Working Paper “Why do only one third of UK companies realise strategic success?” by lan Cobbold & Gavin Lawrie, May 2001ZGC
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What to do...in practice!
2GC’s view

2GC focus in this presentation is on

Strategic
Planning

Visions
7. Inadequate or inappropriate
resource allocation

Strategic
Control

1. Adoption of unrealistic Strategic

ying the right Strategic

aack of Consensus or ownership

improving Strategic Control

\

We think this requires the following:

Improving the articulation of strategy

Building ownership of the strategy within
the organisation

Enhancing strategic communication &
dialogue

Improving performance feedback
information quality and use

Management

6. Management Processes faili
to support strategic activities

Control

nj_J

Source: 2GC Working Paper “Why do only one third of UK companies realise strategic success?’ by lan Cobbold & Gavin Lawrie, 2000.
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What to do...in practice!
Translating long-term goals into short-term priorities

Vision h
- " N Long-term
Strategy goals

<t A
Desﬂnaﬂon| \\\///
<&

=ar

[ ——
2 Financial Perspective
- N

External Perspective J

Shortterm
priorities

7

<

Internal Perspective 3
Learning & Growth Perspe| §
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What to do...in practice!
The concept of “destination”...

The actions and outcomes selected for
a Balanced Scorecard design usually
have different time horizons

Creating a description of one or more
“destinations” helps locate the selection
of targets, and makes for easier
communication to in and external
constituencies

&
2GC
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What to do...in practice!

The “objective driven”Balanced Scorecard has emerged as
best practice from years of development around the world

4

Improving the articulation of strategy

Causality is shown by
linkages between the

objectives selected

They are more flexible, and easier to develop,
communicate, maintain, and “cascade”

They have been proven across a wide range of
industries and functions

Strategic Linkage Model

(— Destination Statement Sep 2012

Financial and Buyer Expectations.

© 3GC Limited, 2003 Desiging and wsing 3rd Gereration Balareed Scorocards

<
2GC

January 2009

Linksoft Strategy Workshop - 14-15 January 2000

Strategic Objectives
developed directly from a
detailed “vision” of the
organisation at a future date
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What to do...in practice!

Enhance Communication and Dialogue (1)

~

What do we want to
achieve and what

ults

4 and cause &
effect

assumpt|ons

linked

Create/change must we do to
objectives

strategic | achieve it?

11‘ - Balanced

Scorecard

%
.

J%

Develop/ revise
~ measures &
targets

Are we doing what we
set out to do?

-_— 2/

4
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What to do...in practice!
Enhance Communication and Dlalogue Tools (2)

Board level - e
Scorecard / <
Create /

process -
: ”"\P strae}crggelrc]dwsmn
(00 =
/[ Review results| C \
/ reate/change
andelg:faeléste & linked strategic \
assumptions \ objectives
A \ =
g,alancedd i
\ y /:77 corecar Q;A\

S Operaélonal S 5/ : \\J \ , Suppogt functlog
corecar 7 W / , o corecar
process - S Vision | ; Develop/revise // C Vision 7 - process
Od w7 B Take action measures & ,( . AN
y [ X2 L targets 4 X LA

y { Review J Review ObjectivesJ

1—\ N ""'/J \\\*\ - = //// “‘ T\ . ,,7\\ \\‘
N Balance d 4 B o N Balance d el
_~—~7 | Scorecard| @& - Scorecard | 7=
( - ,Measures . . " " ”Measures
Jrve act'°+ \ targets&ﬁ Communication e act'Oﬁ' targets%

&
2GC
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What to do...in practice!

Improving performance feedback quality and use

Managers need to be provided with the
right information

This is normally a few items only

Measures without targets are much less
useful

2  Measures should be chosen to be
directly relevant to their user

¢ Automation can be helpful

Managers need to have the opportunity
to review and act on the information

2 Time for meetings to do this needs to be
found in group schedules

Work processes must allow managers to
respond to information received

&
2GC
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What to do...in practice!
Align Processes to Support Strategic Implementation

Using the Balanced Scorecard approach to — ! ‘
coordinate purpose and results of all the 7 VA () EVA
other necessary and useful management tools '

helps orchestrate a concerted effort towards
the realisation of an overall Vision

2 Without a central strategic management process
in place, organisations have a tendency to rely
mainly on financial tools (budgets) and risk being
governed by short-term financial pressures with
little or no focus on the requirements for long-
term success

The Balanced Scorecard also provides the | Balanced SCOI’EC&I’

context for evaluation of when and where to
apply other business transformation tools
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Using the Balanced Scorecard to Drive Strategy
Structure of presentation

To Find Out
More...

&
2GC
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Using the Balanced Scorecard to Drive Strategy
To find out more

Visit 2GC’s Web Site

2 We focus specifically on strategic control and
performance measurement issues, and have a
wide range of working papers, FAQs, and
presentations to download on these topics

2  The site also has a recommended reading list
that covers relevant topics, and the “Weblinks”
database of relevant Internet sites

Contact 2GC

2  Let us know if you have a question you can’t
answer, we’ll do what we can to help...

2  @Gavin Lawrie
2GC Limited
Gavin.lawrie@2GC.co.uk

+44 (0) 1628 421 506

&
2GC
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