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Robert S. Kaplan and David P. Norton are renowned figures in the fields of
management and accounting, best known for their groundbreaking work in performance
measurement and strategic management. Their collaborative efforts have culminated in
the development of the Balanced Scorecard, a framework that has transformed how
organizations measure their performance and align their operations with strategic
objectives. This article delves into their backgrounds, the evolution of their ideas, and the
lasting impact of their contributions to management practices.

Background of Kaplan and Norton

Robert S. Kaplan

Robert S. Kaplan is an American accountant, author, and professor known for his work in
management accounting. Born in 1940, Kaplan earned his Bachelor of Science degree in
Electrical Engineering from the Massachusetts Institute of Technology (MIT) and later
received his MBA and DBA from Harvard University. Kaplan has served as a professor at
Harvard Business School, where he focused on managerial accounting and control
systems.

His early research centered on improving traditional accounting practices and developing
innovative methods for measuring organizational performance. Kaplan's recognition of the
limitations of financial metrics in providing a comprehensive view of a company's health
set the stage for his future work with David Norton.

David P. Norton

David P. Norton, born in 1941, is an American author, consultant, and educator whose
work in strategic management has earned him a prominent place in the business world.
He holds a BA from the University of Massachusetts and an MBA from Harvard Business
School. Throughout his career, Norton has focused on helping organizations implement
strategies that drive performance and achieve their goals.

Norton's expertise in strategic planning and performance measurement complements
Kaplan's background in accounting. Their partnership began in the early 1990s, leading to
the creation of the Balanced Scorecard framework, which would change the landscape of
performance measurement.

The Birth of the Balanced Scorecard



The Balanced Scorecard was introduced in a seminal 1992 article titled "The Balanced
Scorecard: Measures that Drive Performance," published in the Harvard Business Review.
Kaplan and Norton argued that traditional financial metrics alone were insufficient to
evaluate an organization's overall performance. They proposed a more holistic approach
that included non-financial measures, thereby providing a more comprehensive view of
business performance.

Key Components of the Balanced Scorecard

The Balanced Scorecard framework consists of four perspectives:

1. Financial Perspective: This perspective evaluates the financial performance of an
organization, focusing on metrics such as revenue growth, profitability, and return on
investment. It answers the question: "How do we look to our shareholders?"

2. Customer Perspective: This perspective assesses customer satisfaction and retention. It
includes metrics related to customer service, market share, and brand loyalty. The
fundamental question here is: "How do our customers see us?"

3. Internal Business Processes Perspective: This perspective measures the efficiency and
effectiveness of internal processes that create value for customers. It focuses on metrics
related to operational excellence and innovation. The guiding question is: "What must we
excel at?"

4. Learning and Growth Perspective: This perspective emphasizes the importance of
employee training, knowledge management, and organizational culture. It addresses the
question: "How can we continue to improve and create value?"

By incorporating these four perspectives, Kaplan and Norton provided organizations with
a balanced approach to performance measurement that transcended traditional financial
metrics.

Implementation of the Balanced Scorecard

Adopting the Framework

The implementation of the Balanced Scorecard requires a shift in organizational culture
and a commitment to long-term strategic planning. Organizations looking to adopt this
framework typically follow these steps:

1. Define Vision and Strategy: The first step is to articulate the organization's vision and
strategic objectives clearly. This sets the foundation for developing specific performance
metrics aligned with the overall mission.

2. Develop Objectives and Measures: Organizations must identify specific objectives for



each of the four perspectives of the Balanced Scorecard. This involves determining the key
performance indicators (KPIs) that will be used to measure success.

3. Set Targets: For each KPI, organizations should establish quantifiable targets that
reflect desired performance levels. This helps create accountability and provides a
benchmark for progress.

4. Create Initiatives: To achieve the targets set for each KPI, organizations must develop
specific initiatives and action plans. These initiatives should focus on improving processes,
increasing customer satisfaction, or enhancing employee skills.

5. Monitor and Review: Regular monitoring and review of performance against the
established KPIs are essential. Organizations should conduct periodic assessments to
evaluate progress and make necessary adjustments to strategies and initiatives.

Challenges in Implementation

While the Balanced Scorecard framework offers numerous benefits, organizations often
face challenges during implementation, such as:

- Resistance to Change: Employees may resist new performance measurement systems,
especially if they perceive them as additional work or a threat to their current roles.

- Data Collection and Analysis: Gathering and analyzing the necessary data for non-
financial metrics can be complex and resource-intensive.

- Alignment of Objectives: Ensuring that all departments and employees are aligned with
the organization's strategic objectives can be challenging, particularly in larger
organizations.

- Sustaining Momentum: Organizations may struggle to maintain enthusiasm for the
Balanced Scorecard over time, especially if initial results are not as expected.

The Impact of Kaplan and Norton’s Work

The Balanced Scorecard has had a profound impact on management practices worldwide.
Its influence can be seen in various industries and sectors, including healthcare,
education, and government. Some key impacts include:

1. Expanded Performance Metrics: The Balanced Scorecard has encouraged organizations
to adopt a more comprehensive view of performance by integrating financial and non-
financial metrics.

2. Strategic Alignment: Organizations that implement the Balanced Scorecard often
experience improved alignment between their strategic objectives and day-to-day
operations, leading to better overall performance.



3. Informed Decision-Making: By providing a holistic view of performance, the Balanced
Scorecard enables leaders to make more informed decisions based on a broader range of
data.

4. Continuous Improvement: The framework fosters a culture of continuous improvement
by encouraging organizations to regularly review and adjust their strategies based on
performance data.

Conclusion

Robert S. Kaplan and David P. Norton have made significant contributions to the fields of
management and accounting through their development of the Balanced Scorecard
framework. Their innovative approach to performance measurement has transformed how
organizations evaluate their success and align their operations with strategic goals. By
integrating financial and non-financial metrics, the Balanced Scorecard offers a
comprehensive view of organizational performance that has proven invaluable across
various industries. As organizations continue to navigate an increasingly complex business
environment, the principles established by Kaplan and Norton will undoubtedly remain
relevant and influential in shaping effective management practices.

Frequently Asked Questions

Who are Robert S. Kaplan and David P. Norton?
Robert S. Kaplan and David P. Norton are renowned management theorists best known for
developing the Balanced Scorecard, a strategic management tool that helps organizations
translate their vision and strategy into actionable objectives.

What is the Balanced Scorecard?
The Balanced Scorecard is a strategic planning and management system that
organizations use to align business activities to the vision and strategy of the organization,
improve internal and external communications, and monitor organizational performance
against strategic goals.

When was the Balanced Scorecard first introduced?
The Balanced Scorecard was first introduced in a 1992 article titled 'Measuring
Performance in the Organization of the Future' by Kaplan and Norton, and later detailed
in their 1996 book 'The Balanced Scorecard: Translating Strategy into Action.'

What are the four perspectives of the Balanced
Scorecard?
The four perspectives of the Balanced Scorecard are Financial, Customer, Internal



Business Processes, and Learning and Growth. These perspectives help organizations
create a balanced view of performance.

How has the Balanced Scorecard evolved over time?
Since its introduction, the Balanced Scorecard has evolved to incorporate elements of
strategy mapping, performance management, and organizational learning, making it a
comprehensive framework for strategic management.

What impact have Kaplan and Norton had on strategic
management?
Kaplan and Norton have significantly influenced strategic management by providing
frameworks that link performance metrics with strategic objectives, enabling better
decision-making and alignment within organizations.

What are some criticisms of the Balanced Scorecard?
Critics argue that the Balanced Scorecard can be overly complex, may not account for
external factors affecting performance, and requires significant resources for
implementation and maintenance.

How can organizations effectively implement the
Balanced Scorecard?
Organizations can effectively implement the Balanced Scorecard by ensuring buy-in from
leadership, clearly defining strategic objectives, aligning metrics with goals, and regularly
reviewing and adjusting the scorecard based on performance data.

What other frameworks have Kaplan and Norton
developed?
In addition to the Balanced Scorecard, Kaplan and Norton have developed other
frameworks such as the Strategy Map, which helps visualize the cause-and-effect
relationships between strategic objectives, and the concept of the 'Strategy-Focused
Organization.'
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