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Performance Management, Balanced Scorecards and Business 
Intelligence: Alignment for Business Results 
 
Introduction 
 
The concept of performance management1 is not a new one, though modern management 
constructs and innovative IT tools have given it new cachet.  We can trace its roots back to the 
beginning of the Industrial Age, and in 1973 Peter Drucker2 discussed management’s 
responsibility for performance, noting that: 
 

• “A business management has failed if it fails to produce economic results. It has 
failed if it does not supply goods and services desired by the consumer at a price the 
consumer is willing to pay (emphasis added).” 

• “Business enterprise has only one true resource: man. It performs by making human 
resources productive (emphasis added).  It accomplishes its performance through 
work (emphasis added). To make work productive is, therefore, an essential function. … 
To make the worker achieving… is a measure of the performance of an institution 
(emphasis added).” 

 
In the quotes above, we see that Drucker thought in terms that are arguably synonymous with the 
four balanced scorecard perspectives: financial, customer, operations, and learning.   We can 
represent this as shown in Figure 1. 
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If we fast-forward to the 1990s, we see that performance management has become more 
structured.  Building on management control systems concepts, and seeking to redress the 
inadequacy of standard financial reporting3 for managing business performance, Robert Kaplan 
and David Norton developed the Balanced Scorecard.4  The Balanced Scorecard (BSC) is used to 
“clarify and communicate strategy, but also to manage strategy.”  It is also used as “the central 
organizing framework for important managerial processes: individual and team goal-setting, 
compensation, resource allocation, budgeting and planning, and strategic feedback and learning.”    
 
As a management framework, the BSC is not intended to address all of management’s needs for 
business information, analytical tools, and decision support.  For that, we need business 
intelligence (BI).  BI is a structured business-driven approach to leveraging business information 
to improve business performance and profits5.  By integrating business information, analytical 
tools, and decision support with core value chain activities, companies can improve the efficiency 
and effectiveness of the business processes that drive increased profits.  The trouble is, BI 
initiatives are often launched and managed separately from Balanced Scorecard initiatives, which 
can be inefficient and may have adverse strategic and economic implications, as we will discuss. 
Accordingly, companies who use - or plan to use - the Balanced Scorecard and BI would be well-
served to align these related initiatives. We will explore the options and benefits of doing so, and 
illustrate some of the choices through a condensed case example. 
 
Balanced Scorecards and BI are Complimentary Performance Management Frameworks 
 
A useful definition of performance management is that it is built upon a combination of 
“performance measurement (strategy mapping, balanced scorecards, and employee 
communications) and managerial accounting and economics.6”   A central idea here is that 
performance management requires: (a) the ability to measure performance; and (b) the ability to 
manage and improve performance, which requires business information and analytical tools, or 
BI in short.  This concept is illustrated in Figure 2. 
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Working from the top down within Figure 2, we see that performance management is concerned 
with alignment among a range of factors that drive the strategic performance of the firm, such as 
goals, compensation, and resources.  In support of performance management, the Balanced 
Scorecard: 
 

1. Uses financial, customer, operational, and learning perspectives to communicate goals 
and objectives that support the business strategies of the firm;  

2. Uses the four perspectives to report performance measures in relation to the goals and 
objectives; and 

3. Delivers strategic feedback that is used to make/adjust resource allocations, budgets, and 
plans for future performance periods. 

 
More broadly, the Balanced Scorecard framework serves as a strategic tool to focus management 
attention on the core value chain processes of the firm.  A key point to bear in mind is that the 
Balanced Scorecard is about performance measurement information, but it is a management 
framework that largely ignores such questions as: 
 

• from what data sources does the performance measurement information come? 
• who within the firm is responsible for collecting and managing the information? 
• what is the quality of the information? 
• how does the information relate to other company information on the same processes? 
• how much does it cost to prepare the scorecards each reporting period? 
• what analytical tools can we use to improve the core value chain processes? 
• how can we improve the efficiency and effectiveness of the decisions we make in the 

context of core value chain processes? 
 
All this is not a criticism of the BSC; rather, it suggests that a BSC can be improved by alignment 
with BI - which delivers business information, analytical tools, and structured decision support 
for improving the core value chain processes whose performance is the subject of BSC 
performance measurement.  This is reflected in Figure 2 by showing BI at the same level as the 
BSC and by the linkages between BI, the BSC, and the core value chain activities of the firm.   
 
Based on the above, we see that BSCs and BI are both necessary for performance management, 
that they are complimentary, and that they have different but mutually reinforcing value 
propositions.  As we suggested earlier, it is important to understand how BSCs and BI are similar 
and where they are different, so that each technique is used as intended and in a complimentary 
way.  These ideas are captured in Figure 3.  
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As Figure 3 indicates, BSCs and BI are very similar in their central objectives, organizational 
scope, customer focus, and key management linkages.  Where they differ is while BSCs are 
focused on reporting of performance measures, BI is about managing and improving the 
underlying business processes that drive the performance measures.  Accordingly, they should 
go hand in hand, and they can if certain alignment challenges can be overcome. 
 
Strategic Choice: To Align or Not to Align 
 
Balanced Scorecard (BSC) initiatives and BI initiatives are generally launched and managed as 
separate, uncoordinated performance improvement programs.  Given the central objectives of 
BSC initiatives, as shown in Figure 3, the impetus for adopting a BSC generally comes from the 
executive level on the business side of the house.  In contrast, BI initiatives commonly originate 
with IT.  That being said, BSC and BI initiatives are both aimed at leveraging business 
information to improve the performance of core value chain activities of the firm.  They are 
focused on the same business processes and generally the same business information.  If 
uncoordinated, there is a good chance of incurring adverse consequences such as inefficiency, 
data redundancy, data quality and comparability issues, and IT maintenance cost increases. More 
broadly, lack of alignment may have adverse strategic and economic implications for the 
company. For example, absent a clear alignment with BI, the BSC initiative may create a false 
sense of security among business executives that they have the business information, analytical 
tools, and structured decision support they need to improve business performance, which could 
translate to lost performance improvement opportunities that may have a materially adverse 
profit impact. 
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For these reasons - which are risks - we recommend companies make a deliberate decision about 
the degree to which they want to align their BSC and BI initiatives, and then select an alignment 
option based on their starting positions with respect to BSC maturity and BI maturity, as shown in 
Figure 4.  The starting position establishes the available alignment options, which in turn 
determine the appropriate methods for achieving alignment and mitigating the adverse 
implications described above. 
 

 
 
 
The starting positions depicted by Figure 4 create a range of possibilities for aligning BSC and BI 
initiatives.  Based on our consulting experience with leading companies in a range of industries, 
we believe that most companies are starting in Quadrant 1 or Quadrant 2, and that more 
companies are in Quadrant 3 than in Quadrant 4.   From these starting positions, there are nine 
available alignment options: 
 

• Quadrant 1 companies can stand pat or migrate to Quadrant 2, 3, or 4; 
• Quadrant 2 companies can stand pat or migrate BI to Quadrant 3, or migrate to Quadrant 

4; and 
• Quadrant 3 companies can stand pat or migrate to Quadrant 4. 
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These nine alignment options have different strategic and economic implications for performance 
management, as shown in Figure 5 below. 
 

 
 
 
Within Figure 5, we have color-coded the combinations of starting quadrants and alignment 
options to reflect our judgment of the relative effectiveness of the different options from a 
performance management perspective.  There are three “green” alignment options, and we feel 
these can be pursued aggressively to the strategic and economic betterment of the company.  
There are also three “yellow” alignment options which leave BI and BSC unaligned.  Lastly, 
there are three “red” alignment options, which leave BSC and BI unaligned and are not 
sustainable from a BI perspective in competitive industries. 



 

© Copyright DecisionPath Consulting 2008, All Rights Reserved 7 

 
 
Keeping in mind the potentially adverse impacts associated with unaligned BSC and BI 
initiatives, companies can systematically evaluate whether they would benefit from aligning their 
BSC and BI initiatives.  This is the fundamental question, and it boils down to the question: how 
important is a robust and efficient performance management system to the company’s strategic 
and economic prospects?  If it is important or very important, then companies can choose an 
alignment option based on their starting quadrant in Figure 4.  Of these, only the “green” options 
will deliver a robust and efficient performance management  system, and thus we will focus on 
those options, or “alignment paths.” 
 
A Business-Driven Approach to Aligning BSC and BI Initiatives 
 
Having decided to align BSC and BI initiatives, the specific alignment path depends on the 
company’s starting quadrant.  While the target destination is the same, i.e. Quadrant 4, the 
specific activities required to achieve alignment will vary.  Further, companies must understand 
what it means to have their BSC and BI initiatives aligned.  Based on our consulting experience, 
companies that have well-aligned BSC and BI initiatives will exhibit the following: 
 

• Organizational Alignment.  The BSC and BI teams operate with clearly-defined and 
mutually-reinforcing charters that encompass in part a shared responsibility for linking 
BSC performance measurement with BI performance management and improvement. 

• Business Process Alignment.  The BSC and BI teams are each focused on the same 
business processes for improvement, and in the same order of priority.  Each BI release 
will either: (a) improve the efficiency of the monthly BSC performance measurement, 
reporting process, variance analysis, and corrective action process; and/or (b) deliver new 
business information, analytical tools, and/or decision support to enable management and 
improvement of the targeted business processes. 

• Budget Alignment.  Funds for actual performance measurement, i.e. the scores in the 
scorecard, performance reporting via the BSC, and development of BI for performance 
management and improvement are rationalized across the initiatives. 

• Data and Technical Architecture Alignment.  The BSC and BI teams work within a 
unified data architecture and suitable technical architecture that enable automation of 
BSC processes and that deliver BI for managing and improving the business processes 
that drive the BSC scores.   

 
We can think of the above characteristics as describing what it means to be in Quadrant 4 with 
respect to BSC and BI alignment.  Given that, the next step is detailing the right alignment path 
and method based on a company’s starting quadrant.  Toward that end, Figure 6 shows the key 
methods and activities required for the three “green” alignment paths. 
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In looking at Figure 6, we see that the starting positions in Quadrant 1 and Quadrant 2 are both 
less mature BI environments, and the only difference between these two starting positions is the 
degree of automation of the BSC.  From these starting positions, we need to move upward on the 
BI Maturity scale, which can be accomplished by using proven business-centric BI design and 
development methods, such as the BI Pathway Method7.  Central to business-centric BI 
development methods is the use of top-down BI Opportunity Analysis to identify and define 
business-driven opportunities to leverage BI to improve performance measurement, management, 
and improvement capabilities with respect to core business processes that drive business results.  
These opportunities are then prioritized into a BI Portfolio, which is the basis for BI Program 
Plans.  An alignment path from Quadrants 1 and 2 – using an application of the BI Pathway 
Method - is shown in Figure 7. 
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Working from left to right across the top of Figure 7, we see three primary processes and specific 
business deliverables.  The first process is to create a BSC and BI Vision, which is done by 
analyzing BSC and BI opportunities to leverage business information, analytical tools, and 
structured decision support techniques to improve business performance.  Since the key objective 
for both BSC and BI initiatives is performance improvement, we also need to have a high-level 
understanding of the core business processes that need to be measured, managed, and improved.   
 
From these analyses, we can understand common information requirements for both BSC and BI 
initiatives, and align those information requirements within the BI portfolio.  For example, we 
would not want the BSC to show different performance results than BI applications would show 
for the same process.  By systematically identifying common needs for business information 
between BSC and BI initiatives, we avoid the inefficiency and data quality issues spawned by 
uncoordinated efforts.  Further, by identifying the core business processes of interest for BSC 
purposes, we can align BI applications that offer not only performance measurements, but also 
business information, analytical tools, and structured decision support for improving the core 
processes that drive the performance measures reported by the BSC.  The result is a much more 
robust performance management asset.
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The second part of the alignment process is to identify risks and change imperatives associated 
with the BSC and BI initiatives in general and the alignment process in particular.  This is done 
via a structured BI readiness assessment, which looks at such factors as whether the company is 
leveraging the reported BSC performance measures and available BI and whether the company 
has the technical ability to deliver an integrated data and technical environment that would 
support both BSC and BI.  The process also evaluates the BI and BSC data architecture from 
efficiency, responsiveness, flexibility, scalability, cost, and data quality perspectives.   
 
The last process incorporates the results and deliverables from the first two processes into a 
comprehensive BI Program Plan that is customized for a given company with respect to 
alignment between BSC and BI initiatives. The Program Plan provides a roadmap for achieving 
alignment between the BSC and BI initiatives, and sets the stage for technical execution that 
ensures that BSC and BI information requirements are met. 
 
Returning now to our three “green” alignment paths shown in Figure 6, we have described a 
business-centric method to migrate from Quadrant 1 or Quadrant 2 to Quadrant 4 - the target state 
of alignment between BSC and BI initiatives.  The remaining “green” alignment path is from 
Quadrant 3 to Quadrant 4.  The defining attribute of companies in Quadrant 3 is that they are 
more mature users and managers of BI.  They have already used a business-centric BI method to 
define a BI portfolio, and they have a target state data and technical architecture.  They will have 
captured business requirements for business information, analytical tools, and decision support 
techniques needed to manage and improve core business processes, and they will have delivered 
one or more BI releases to the business user community.  At the same time, Quadrant 3 
companies are less mature on the BSC scale. Though they may well have used the BSC 
management framework for several years and used it well, they are using ad hoc, stove-piped, and 
largely manual means to populate periodic BSC reports.  Given the interplay between these states 
of BI and BSC maturity, the alignment path from Quadrant 3 to Quadrant 4 mainly involves: 
 

1. Assessing the BSC from top to bottom across all four perspectives to identify which 
business processes are the subject of BSC performance measurement.   

2. Identifying all of the BSC performance measures in use, mapping those measures to data 
sources, and determining the associated data definitions and business rules.   

3. Mapping the BSC performance measures into the overall data architecture and comparing 
them to business information that may have already been developed for BI applications 
aimed at the same core business processes as those being measured by the BSC. 

4. Determining which BSC performance measures can be delivered from existing BI 
applications and which would remain to be captured from future BI applications.  This 
will allow assessment of release strategy options for the BSC application, which could 
include: (a) prioritizing a BSC release to fully replace the manual BSC; (b) deploying a 
partial BSC release that reuses already deployed BI; or (c) scheduling a later BSC release 
(or releases) that is either a full replacement for the manual BSC or a partial replacement 
to be followed by one or more future releases. 
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The decision about what priority to accord BSC automation within the BI Portfolio involves some 
key tradeoffs.  For example, is automating the BSC more important than going forward with a 
planned BI release aimed at improved customer acquisition and retention?  Further, given the 
broad scope of the top level-level BSC and all the cascading scorecards, there could be a lot of 
data to be acquired and integrated before the BSC would be complete, so would it be best to delay 
other BI efforts that provide better information and tools to improve performance or to automate 
the BSC to report performance?  There are no standard answers for making these decisions, but 
BSC automation can deliver substantial productivity gains which can be estimated and traded off 
against the estimate profit improvement targeted for the various BI opportunities in the portfolio.  
In that sense, an automated BSC is just another opportunity in the BI portfolio. 
 
Condensed Case Example 
 
PowerCo is a fictitious name for a $2 billion electric utility that serves over 500,000 customers in 
a large metropolitan area.  The Board of Directors has established business strategies aimed at 
operating in a safe and environmentally sound manner, meeting electrical system reliability 
targets, building strong customer relationships, and containing operating costs.   
 
Since 2002, PowerCo has used a Balanced Scorecard, with enterprise level performance targets 
and measures (KPIs) that cascade down two levels to the major operating departments and their 
subunits.  The Balanced Scorecard is a key element of PowerCo’s broader Performance 
Management System (PMS), which includes strategic planning, goal setting, budgeting, 
operational planning, and monthly variance analyses.   PowerCo’s use of the BSC is mature, but 
the BSC is not automated, and some managers question whether the KPIs are the right KPIs.  
Further, given the size and complexity of the company, there is a lot of manual effort across the 
company every month to prepare the Excel spreadsheets that are the means of capturing and 
presenting the BSCs.  The manual intensity of the BSC reporting process and the fact that there 
are many different people and data sources involved has led some managers to suspect the quality 
of the data.  On the BI front, the reporting functionality of PowerCo’s ERP system was 
inadequate for their basic needs, so they created a separate reporting environment.  The 
environment presents some basic financial reports that are heavily used as inputs to the monthly 
BSC reports, but it is not a robust scalable BI environment, and the various reports were 
developed off of custom data extracts, which have proliferated and made the overall reporting 
environment expensive to maintain. 
 
Based on the above, PowerCo can be considered a Quadrant 1 company, and it is from that 
starting position that it moved forward.  When it did so, it initially focused on BI alone, which 
would have taken it from Quadrant 1 to Quadrant 3.  It soon became apparent, however, that the 
BI and BSC initiatives needed to be aligned, and thus the alignment path was re-directed toward 
Quadrant 4.  The business executive in charge of the BSC and the IT executive in charge of the IT 
initiative ensured that the performance management information needs of the BSC were 
considered during the portfolio planning process. Using the business-driven process shown in 
Figure 7 above, business and IT executives and managers defined nine key BI opportunities, 
including one aimed at automation of the BSC.  Using a structured multi-factor opportunity 
ranking approach weighted heavily toward business impact, four of the nine opportunities were 
selected for the three-year BI planning horizon, and automation of the BSC was the second-
ranked priority. 
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Having established a BI portfolio that includes BSC automation, PowerCo is also applying a 
business-driven BI design approach to achieve alignment from data architecture and technical 
architecture perspectives.  In particular, the top-priority BI opportunity is to reengineer the 
existing BI reporting environment, which is financially-oriented and leverages business 
information from the ERP system.  Knowing the BSC performance measurement information 
requirements will allow the BI team to approach design and development of the new BI reporting 
environment from a unified BSC and BI perspective, creating a data architecture and technical 
architecture that serves both BI and the BSC.  Further, the releases of the new BI reporting 
environment will deliver a substantial part of the information needed for the BSC, thus killing 
two birds with one stone.  By aligning the BSC and BI initiatives, PowerCo will avoid the 
adverse strategic and economic implications of unaligned initiatives, and it will have a more 
robust Performance Management System as a result. 
 
Summary 
 
The combination of strategic alignment, performance measurement, and performance 
improvement that effectively aligned BSC and BI initiatives can deliver is fast making its way 
into the DNA of major companies in a wide range of industries.  The BSC is widely adopted and 
well-regarded by companies that use it.  BI is also widely adopted, and it is making its way into 
the awareness of top business executives.  Pursued separately, there are substantial technical risks 
and adverse strategic and economic implications.  Skillfully alignment can overcome these risks 
and cost-effectively deliver a performance management system that provides both the means to 
know how the company is doing and the business information, analytical tools, and decision 
support needed to improve results.  Given the availability of proven tools for alignment, and 
given modern IT tools, executives and managers can substantially improve company performance 
and meet the core performance management responsibilities Drucker spoke of over 30 years ago. 
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1 For ease of discussion, we will use the term “performance management” throughout this paper. Common 
terms that are synonymous include: “enterprise performance management,” “corporate performance 
management,” and “business performance management.”  
2 Drucker, P. Management: Tasks, Responsibilities, Practices Harper & Row Publishers 1973 
3 See for example Johnson, H.T. and Kaplan, R. Relevance Lost: The Rise and Fall of Management 
Accounting  Harvard Business School Press 1987 
4 Kaplan, R. and Norton, D. The Balanced Scorecard  Harvard Business School Press 1996 
5 See for example: Williams, S. and Williams, N. The Profit Impact of Business Intelligence  Morgan 
Kaufmann Publishers, 2006 
6 Cokins, G. Performance Management: Finding the Missing Pieces to Close the Intelligence Gap John 
Wiley & Sons, Inc. 2004 
7 See Chapter 4 of The Profit Impact of Business Intelligence, cited in note 6 above. 
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