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THE BALANCED SCORECARD:
A NEW FRAMEWORK FOR MANAGING THE
ECONOMIC DEVELOPMENT ORGANIZATION
If you don’t measure results, you can’t tell success from failure.
If you can’t see success, you can’t reward it.
If you can’t reward success, you’re probably rewarding failure.
If you can’t see success, you can’t learn from it.
If you can’t recognize failure, you can’t correct it.
If you can demonstrate results, you can win public support.
Tom Peters
The news about the flow of revenues for state and local government and for non-profit
organizations continues to be discouraging. Hiring is on hold, staff is being let go and not
replaced, budgets are getting tighter, membership levels are dropping, and agencies and
organizations are being asked to do “more” with “less.” Financial pressures are leading
city councils, county commissioners, and contributors to want more information on the
results being achieved by the programs they fund. They want to see evidence that these
programs are well managed. They want to know which services have been successful in
achieving results. The increasing scarcity of funding resources is forcing the question:
“what kind of bang are we getting for our buck?” In other words, organization
stakeholders want accountability. This is the new environment in which the economic
development organization increasingly finds itself. And the need for accountability will
not abate when the economy recovers. It’s an enhanced mandate for economic
development groups that has become the norm.
The purpose of this white paper is to improve the performance of economic
development organizations through the application of a new tool. The Balanced
Scorecard in Economic Development™ is a management tool that integrates strategic
thinking into the work practices and procedures of economic development organizations
(EDOs). This document consists of three sections. It begins with a discussion of the
background and rationale for the Balanced Scorecard; a discussion of the balanced
scorecard follows, followed by a discussion of the steps involved in implementing the
balanced scorecard in an economic development organization.
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BACKGROUND AND RATIONALE
FOR THE USE OF THE BALANCED SCORECARD
IN ECONOMIC DEVELOPMENT
The Link Between Performance and Accountability
Certainly, the typical economic development organization has some awareness of what it
is doing and what it is accomplishing, but it typically focuses more on day-to-day
activities rather than on long-term strategies. Even the results of this day-to-day activity
are frequently not communicated effectively to the stakeholders and Board of the
organization. Organizational plans, written for guiding the actions of the organization’s
staff, don’t do much to educate local stakeholders. It is no surprise, then, that local
leaders often have little trust or confidence in how development organizations are
spending their time and money.
Economic Development Organizations (EDOs) clearly need to improve accountability if
they intend to succeed over the long term and they need to communicate their
accountability measures to stakeholders and customers. An effective accountability
system is not meant to negatively criticize an organization, placing blame and/or
punishing employees. Instead, the accountability system should be designed to motivate
the organization toward higher levels of performance. To properly serve their
stakeholders and customers, development organizations need to make the necessary
information available that can facilitate an understanding of what is happening and why.
Unfortunately, measurement of performance is one of the weakest areas in
management today, and much of the measurement that exists is focused on finances.1

Strategic Planning Doesn’t Guarantee Good Performance
A recent survey suggests that 74 percent of economic development groups have a
strategic plan.2 Strategic planning has become the norm in economic development
because the most meaningful changes take many years to implement. Executing
economic development strategy is a formidable challenge. Many good plans never get
implemented. Research by Harvard professors Robert Kaplan and David Norton suggests
that only ten percent of business organizations execute their strategy.3 We believe,
1

Niven, Paul R. Balanced Scorecard Step-by-Step: Maximizing Performance and Maintaining Results. New
York: John Wiley & Sons, Inc., 2002.
2
Gordon, Gerald. Strategic Thought and the Economic Development Professional, Washington, DC: IEDC,
2006.
3
Niven, Paul R. Balanced Scorecard for Government and Nonprofit Agencies. New York: John Wiley & Sons,
Inc., 2006.
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based on our professional experience, that the percentage for economic development
organizations is probably as low. Kaplan and Norton identified four barriers than hamper
the execution of strategy (see Figure 1):
• Vision Barrier - Only five percent of the workforce understands the strategy.
• People Barrier - Only a fourth of managers in private business have incentives
linked to the attainment of strategy (rather than to profits).
• Management Barrier - 85 percent of executives spend less than one hour per
month discussing strategy. This barrier is also an issue for economic
development leaders. Gerald Gordon’s survey of economic development
professionals suggested that about half spend less than 20 percent of their time
on strategy. (The majority of developers in the survey felt they lack adequate
time for implementing strategy).
• Resource Barrier - 60 percent of organizations don’t link their budgets with
strategies.
While we lack comparable statistics for economic development groups, we have to
believe that their situation is no better than corporations in the for-profit world. In other
words, economic development groups typically receive little tangible value from their
investments in strategic planning because they fail to execute their strategies.
Is strategic planning therefore a failure? The answer is, of course: NO. Strategies are a
necessary but insufficient condition for transforming a regional or local economy.
Examples abound of communities that have transformed themselves when they execute
sound strategy.

Figure 1. Barriers to Execution of Strategy
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The Balanced Scorecard Improves Performance in EDOs
Effective performance measures are key in executing strategy, but effective performance
measures, are not the financial metrics like cash flow or return on investment or their
economic development counterparts: amount of new capital investment and announced
jobs. These measures look backward to measure how well the organization controlled
costs or closed deals but they don’t provide the forward looking measures needed to
execute strategy. In most
cases, visionary strategies are
hampered by looking at
Seven Characteristics of Effective
annual financial results or, in
economic development, by
EDOs
looking at announced projects
and jobs.
1. A clear vision that is broadly held throughout
the organization;

Kaplan and Norton, creators
2. A mission statement that captures the
purpose of the organization and its core
of the Balanced Scorecard,
values;
recognized several years ago
3.
A
written strategic plan that guides the longthat the most successful
term
performance of the organization;
adopters of the scorecard
4. Excellence in managing the organization’s
technique excelled because
operations, with performance measures that
they had harnessed it to guide
demonstrate that excellence;
the company’s long-term
5. A customer as well as stakeholder
strategy.4
The Balanced
perspective in operations, budgeting,
Scorecard and Strategy go
reporting, and planning;
hand in hand, and Kaplan and
6. An internal communications system that
Norton sum up this subject
breaks down silos and encourages
interaction; and,
very well: “The formulation of
7. An excellent system for learning, sharing
strategy is an art.
The
knowledge within the organization, and
description
of
strategy,
adapting to change.
however, should not be an art.
If we can describe strategy in
a more disciplined way, we
increase the likelihood of successful implementation. With a Balanced Scorecard that
tells the story of the strategy, we now have a reliable foundation.”5
The success of this approach demonstrates that high-performing organizations all have
seven attributes (see text box).

4

Kaplan, Robert Kaplan and David Norton. “Using the Balanced Scorecard as a Strategic Management
System.” Harvard Business Review. July-August 2007: 2-13.
5
Kaplan, Robert and David Norton. The Balanced Scorecard – Translating Strategy Into Action. Cambridge:
Harvard Business School Press, 1997.
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The most effective use of the Balanced Scorecard involves a collaborative effort within
the organization. This means spending time initially to develop effective and interactive
communications, a challenging vision, and a clear mission for the organization. The first
question that needs to be asked is the vision question: “What are we trying to
accomplish?” The second question is the strategy question: “Are we doing the right
things?” The answer to these questions may require a change in the culture of the
organization, which has to support the building and implementing of a Balanced
Scorecard if the organization is to succeed in improving to a high performance level.

Prerequisites to the Balanced Scorecard
The Balanced Scorecard is useless in the absence of an exciting vision, a clear written
strategy for achieving it, and a well defined mission for the organization. We will briefly
discuss each of these prerequisites prior to discussing the five perspectives in the
Balanced Scorecard for Economic Development.

Vision and Strategy
A vision statement for the organization is a word picture of what it would like to
eventually become. It involves looking into to future and determining what changes key
stakeholders or Board members would like to see happen. It is easy to develop rather
vague and lofty statements about the future of the organization, such as “being the best
economic development organization” or “one of the best.” However, these kinds of
statements don’t translate very well in terms of what the organization does on a daily
basis to accomplish that vision. A vision has to be achievable to be inspirational. As
organizational learning expert Peter Senge has observed, “Vision translates mission into
truly meaningful intended results – and guides the allocation of time, energy, and
resources. In my experience, it is only through a compelling vision that a deep sense of
purpose comes alive.”6
However, it is impossible to recognize achievement and success regarding the vision if
there is no way to measure it. That is the function of the strategic plan that follows and
the performance measures used to determine progress and results which will be
discussed further after we explain the five perspectives in the Balanced Scorecard model.

Mission
A mission statement defines the primary purpose of the organization. It clarifies why it
exists and who it serves. Unlike goals and strategic actions, which are formulated to be
achieved over time, the organization never completely fulfills its mission. Instead, it
serves as a blueprint for the ongoing work of the organization. It should neither be too
6

Senge, Peter. “The Practice of Innovation,” Leader to Leader. 9 (1998), 16-22.
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short (a slogan) or too long (an essay), but should capture the essence of what the
organization is about. It should also be easy to understand, but should at the same time
inspire the staff and stakeholders to perform at quality levels. The mission of economic
development organizations vary depending on the size and scale of the organization.
A well-stated mission enables all employees to see how their day-to-day actions are
consistent with the values of the organization, and helps them understand how those
values are crucial to the success of the organization. Everything that an organization
does and measures should directly support its overall mission.7

The Balanced Scorecard Overview
If you’re not keeping score, you’re just practicing.
The Balanced Scorecard is a management approach for improving organization
accountability and performance. It is a tool used by numerous private companies and a
growing number of non-profits to measure and align performance with the company’s or
organization’s vision and strategies for success, and to assist in implementing those
strategies. The Scorecard puts strategy, which is the key driver of results for
organizations, at the center of the management process.
It has been estimated that about half of major companies in the U.S., Europe, and Asia
are using Balanced Scorecard approaches in one form or another.8 In 1997, Harvard
Business Review called the Balanced Scorecard one of the most significant business
developments of the previous 75 years.
Why did the Balanced Scorecard emerge? Managers in the 1980s began to understand
that financial metrics, such as return on investment or profit margins, did not help
improve operations since financial measures are “lagging” indicators of performance.
The Balanced Scorecard was developed by professors Kaplan and Norton at Harvard in
the 1990s to overcome the weaknesses of financial measures as a tool for managing
operations.9
In 1996, Charlotte became the first municipality in the United States to adopt the
balanced scorecard. City officials realized that they had to modify the management tool
in order to make it fit the public sector.10 Subsequently, a number of municipal
7

Osama, Athar. “Using a Balanced Scorecard to Measure Your Economic Development Strategy,” Economic
Development America, Fall 2008.
8
Advanced Performance Institute.
9
Kaplan, Robert and David Norton “The Balanced Scorecard: Measures that Drive Performance” Harvard
Business Review. Jan.-Feb. 1992: 71-80.
10
Niven, Paul R. Balanced Scoreboard: Step-by-Step for Government and Nonprofit Agencies. Hoboken NJ:
John Wiley & Sons, 2003.
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governments and non-profits have adopted the Balanced Scorecard as a management
improvement tool.
The Scorecard recognizes that excellent performance involves much more than financial
performance. This is particularly true in the knowledge-based organization where value
is less on tangible products and more on the ideas and experience of people scattered
throughout the organization. The Scorecard system is designed to help everyone in the
organization create value by understanding and working towards a shared vision and set
of strategies. This can transform day-to-day operations, with employees demonstrating
desired behaviors that lead to achieving the organization’s strategies.
Performance measures can be developed based on these strategies, which can then be
used to improve decision-making and to show progress toward desired results. After all,
an organization can’t improve what it can’t measure. Successful organizations must “Do
the right things” to obtain desired outcomes, but also must “Do things right.” For many
organizations, the ultimate outcome is to meet customer needs and requirements.
This system is called a “Balanced” Scorecard because it provides a means for achieving
balance within the organization. For example, if an organization pays too much attention
to their budget and internal processes, but ignores their employees’ needs for learning
and growth or don’t try to find out how to better serve their customers, the organization
is clearly “unbalanced.” This can lead to poor strategies and ineffective decisions. Too
much time can be spent on trying to figure out what went wrong, and it is often likely
that mistakes will repeat themselves.
Achieving this balance requires that attention is paid to linking the EDO’s strategies
across the following five perspectives (as opposed to the four perspectives in the forprofit model). Those organizations that are able to demonstrate “excellence” excel in
each of five perspectives (see Figures 2 and 3):
•

Financial Perspective: This covers the financial goals of an organization and
enables management to track financial success. It should revolve around
determining the financial steps that are necessary for ensuring the execution of
the organization’s strategy. The emphasis for nonprofits is demonstrating a
satisfactory return on investment for funders and members. Financial measures,
however, focus on past performance and past activities in the organization, and
have little predictive power. Furthermore, they are more about short-term gains
rather than long-term success. Financial measures are not the “drivers” of the
future performance of the organization, financial or otherwise.

•

Customer Perspective: The focus is on establishing excellent relationships with
customers and clients. Performance measures of importance to customers might
include timeliness, quality of services, levels of performance, and possible costs.
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•

Stakeholder Perspective: Those local constituents of the organization who fund
it and who receive value from it generally have outcome expectations. This is an
important perspective for economic development organizations, but isn’t
included in the original Balanced Scorecard mode that is portrayed in Figure 1.

•

Internal Process Perspective: The organization determines how to excel at its
core operations with the intent of meeting customer needs, satisfying
stakeholders, and demonstrating good financial performance.

•

Learning and Growth Perspective: The learning organization incorporates
training, knowledge management, building staff capacity, developing leadership,
using technology effectively and changing the corporate culture as necessary to
excel at sustaining change and improvement. The question that the organization
must focus on is what capabilities, skills, and tools do its employees need to help
them successfully execute the organization’s strategies. This measures the
organization’s ability to adapt and innovate for the future.
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Figure 2.

Source: Adapted by Taimerica from A Knol by Dylan – Balanced Scorecard for Nonprofit Organizations
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THE BALANCED SCORECARD AND EDOs
Taimerica conducted a nationwide study of best practices in economic development in
the summer of 2009. When we analyzed the characteristics of best practices EDOs, we
discovered that they typically embody the five perspectives of the Balanced Scorecard.
Taimerica modified the Balanced Scorecard used in Corporate America to guide our
analysis of effective management in Economic Development. Our model reflects the
differences between for-profit companies and nonprofit economic development
organizations (see Figure 3). Unlike private companies, the vision of economic
development organizations is determined externally by community leaders and
stakeholders rather than from within the business (shown by the dashed red line).
As in Corporate America, however, vision and strategy (“Doing the right things”) are
central to success. Economic development groups have to consider five perspectives,
rather than the four in the corporate model, in their balanced scorecard. The
perspective of stakeholders has been added to our model to reflect their importance in
economic development. Each of the perspectives will be discussed at length in the next
section of this report.
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Figure 3.
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FIVE PERSPECTIVES IN THE BALANCED
SCORECARD FOR ECONOMIC DEVELOPMENT
The five perspectives shown on the Balanced Scorecard model need further explanation.
Who, for instance, are our customers and how do we distinguish customers from
stakeholders? In the for-profit world, it’s pretty clear that customers are the people who
buy your product or service while stockholders are people that own the business. But
the for-profit model is a poor analogue for economic development organizations.
Customers don’t pay for the group’s services and stakeholders don’t receive a monetary
return.

Distinguishing Between Customers and Stakeholders
Peter Drucker defines customers as those who must be satisfied in order for the
organization to achieve results. Who are the customers of an economic development
organization? As in the for-profit world, they are the businesses that consume your
services, even though their purchases don’t involve a monetary transaction. Typical
customers include existing businesses in the community that are looking to expand their
operations or external businesses that are contemplating an investment in the
community. They could include local entrepreneurs or consultants hired by external
investors. Different customers will have different requirements. For example, site
consultants have a different set of needs than local small business start-ups.
Who are the key stakeholders for an economic development organization? This is a
complex topic because the stakeholders are more diverse than found in the corporate
world, where key stakeholders might include key suppliers, banks, the investment
community and environmental and government regulators.
Stakeholders in economic development include financial sponsors, development groups
at the state or regional level, universities, K-12 schools and other training institutions,
utilities, as well as local governments that might provide financial support or grant
incentives (see Figure 4). The complexity of economic development stakeholders is the
primary reason that we have assigned them a separate perspective in our Balanced
Scorecard in Economic Development.
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Figure 4. Typical Stakeholders for an EDO

Customer Perspective
A review of recent research on best management practices clearly demonstrates that all
organizations, private, public, or non-profit, need to pay more attention to their
customers and clients. Customer service is a core value, an attitude, and a set of
supporting management structures which make providing what the customer wants and
values at the center of the organization. If customers are not satisfied, they will lose
confidence in the organization and go elsewhere to get their needs met. The economic
development organization needs to answer the question: “Does everyone involved in
this organization know what our customers want and how their work affects those
customers?”
Taimerica’s research on Best Practices suggests that EDOs (both regional and local) that
excel have a customer-dominated culture. Economic development organizations that
display best practices generally have value systems and internal business processes that
stress providing customer value. The essence of good customer service is forming a
relationship with customers – a relationship that transcends a specific transaction, such
as one business retention visit. How can an economic development organization truly
serve others if it doesn’t value their needs and desires, if it doesn’t understand them,
and if it doesn’t strive to meet their needs and provide them with excellent value?
While nonprofit organizations have perhaps always intuitively recognized the importance
of satisfying customers, they haven’t always taken the time to integrate the core concept
of customer service into the way they manage their organizations. Employees aren’t
necessarily rewarded for offering excellent customer service; management systems are
not designed to track feedback from customers as a means of improving performance;
evaluations may include customer outcomes but they don’t always include measures of
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customer satisfaction; and perhaps most disturbing, nonprofit programs are not always
judged against the hard standard of providing customer value.
Leading regional economic development organizations, such as in Indianapolis and
Charlotte, have a formal process for obtaining customer feedback on an annual basis,
plus they use the results to improve internal processes. This is something that also
occurs in the businesses that have been successful in their use of the Balanced
Scorecard.

Stakeholder Perspective
Funders and other supporters are more aware than ever of the reputation of the
nonprofits they support. Dissatisfied stakeholders are a sure way to lose financial
support. On the other hand, positive feedback from stakeholders can form an essential
element of an evaluation system. It can provide information to provide information that
funders and other supporters are increasingly demanding to validate their financial
support.
Taimerica’s research suggests that Best Practice EDOs have more of their stakeholder
base concentrated in the private sector than in traditional EDOs. This frees up senior
management time from fundraising (private commitments often run for five years versus
annual commitments by government) which provides stability in operations and more
time for executives to spend with strategic issues.
The one area where Best Practices organizations differ from traditional EDOs is in their
use of systematic electronic surveys of stakeholders to gauge their satisfaction with
reported results and with the frequency and depth of communications they receive.

Financial Perspectives
The Balanced Scorecard does not ignore traditional financial matters, even though it
moves away from a dependence on them for evaluating the performance of the
organization. As was stated earlier, financial measures tell the story of past events,
rather than provide a path to future actions. Financial measures don’t tell the
organization how well they are serving customer needs, or the level of support of the
Board, or the capabilities of the staff.
However, timely and accurate financial data will always be important to the organization.
After all, the level of funding and expenditures provide important parameters on the
level of activity of the organization. This information also can be used to demonstrate to
stakeholders and investors a return on their investment in the organization. Use of the
Balanced Scorecard also demonstrates to the funders of the organization a willingness to
The Balanced Scorecard: A New Framework for Managing the Economic Development Organization
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provide meaningful information that can be used in future decisions about the need for
and use of resources.
The fundamental purpose of an organization’s budget is to allocate resources among the
possible alternatives that the organization is planning for. However, most organizations
don’t link their budgets to their strategic planning, and, instead, plan their strategies
based on the size of their budgets.11 Instead, the human and financial resources
necessary to achieve Scorecard targets should form the basis for the development of the
annual budgeting process.12
The excellent economic development organizations tend to have stable and predictable
sources of funding with more revenues to work with than the typical EDO. Stability in
funding stems from the dominant role that private investors play in those organizations
demonstrating best practices, which insulates them from political pressures. In terms of
budget performance, the benchmarked organizations generate budget surpluses and
amass assets over time. These financial reserves give managers a lot of flexibility in
adapting to unusual opportunities.

Internal Business Processes
Internal business processes run a wide gamut. They include all of the organization’s
practices and activities that define its work. If these internal business processes are to
be excellent, the organization must have the right people, knowledge, and work systems.
In the economic development arena, core operations focus on a combination of business
recruitment, working with existing business, entrepreneurial development, creating a
positive business climate, site development, etc.
The performance measures that are developed to define this work enable management
to know how well the organization is performing, and whether its products and services
are meeting the needs of its customers, clients, and stakeholders. These performance
measures have to be carefully designed by those who know these work processes most
intimately. If the organization is to improve the performance of its internal business
processes, it first has to know what those processes are and how well they are
performing. Otherwise, it is difficult to determine where possible problems lie and what
must be dealt with more immediately. This includes measuring the time it takes to get
things done and how quality levels compare to what the customer or client demands.

11

Niven, Paul R. Balanced Scorecard Step-by-Step: Maximizing Performance and Maintaining Results. New
York: John Wiley & Sons, Inc., 2002.
12
Niven, Paul R. Balanced Scoreboard: Step-by-Step for Government and Nonprofit Agencies. Hoboken NJ:
John Wiley & Sons, 2003.
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As EDOs do not produce a tangible product or service (except for those in the real estate
development business), their internal operations are simpler than their counterparts in
private business. They don’t have to worry about distribution and delivery, R&D, or
environmental regulations. Their Internal Business Processes are less likely to lead to
competitive advantages than the other factors in the balanced scorecard. Exceptions
might include: 1) Ability to provide detailed site selection information to prospect
companies on a quick turnaround; or 2) ability to rapidly resolve complex expansion
issues of companies within their jurisdiction.
Businesses that use the Balanced Scorecard approach survey customers to rate the
effectiveness of their internal business processes. This becomes the basis for change and
improvement initiatives within the organization. Some of the best practices EDOs that
Taimerica evaluated are using similar tools. Indianapolis has used double blind surveys
of site consultants to refine their marketing and proposal development process.
Charlotte has used surveys to improve communication with stakeholders and to refine its
marketing and promotion programs. The use of customer surveys is just emerging in
economic development as a tool for the redesign of internal business processes.

Employees and Organizational Capacity
This perspective is sometimes referred to as the “innovation and learning perspective”.
It is concerned with the organization’s intangible assets that build value. It involves
employee training and changing the organization’s culture to support continuous staff
and organizational improvement. The focus is on building employee’s skills, increasing
their satisfaction on the job, and improving the flow of communication within the
organization. The key ingredients for building organizational capacity and successful
performance are motivated employees with the right mix of skills and tools operating in
an organizational environment designed for sustaining operational improvements.13 It is
in this innovation and learning perspective arena where an organization determines its
destiny.
Unfortunately, many organizations pay too little attention to the need to build their
capacity as a “learning organization.” This is despite the reality that the measures
developed in this “perspective” are really the enablers and sustainers of all other
measures on the Scorecard.14
Remembering that good customer service is a vital perspective of the organization, it is
important to recognize the power and importance of employees to provide that service.
Employees that are in direct contact with the customer are ultimately the conveyors of
13

Ibid.
Niven, Paul R. Balanced Scorecard Step-by-Step: Maximizing Performance and Maintaining Results. New
York: John Wiley & Sons, Inc., 2002.
14
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good or poor service and consequently they need the training, support, and authority to
provide that service. If the organization takes time to train and support its employees,
they are more likely to take care of the customers.
In the Knowledge Economy, economic development organizations are becoming
increasingly aware that the management and staff must increase their capacity as
knowledge workers. People in the organization are the only repository of knowledge for
the organization, and are therefore its primary and essential resource. Therefore, the
“implicit knowledge” held within the minds of the staff and members of the organization
need to be made “explicit” and become part of the discussion and learning process.
Because of the increasing complexity of economic development and changing
technologies, employees and management need to move into a continuous learning
mode.
It is the set of strategies for the organization that should determine where the training is
needed and how the results should be measured. It is especially important to train staff
in the skills and knowledge that is necessary for them to be able to develop Balanced
Scorecard performance measures that will help the organization execute its strategic
plan. However, learning is more than training. It also includes the use of mentors and
tutors so that the level of motivation for this learning can be increased and past
experience can readily be incorporated. Knowledge management systems can help
support the learning environment and ensure that knowledge is captured and not lost.
The Learning and Growth Perspective encompasses three dimensions: human,
information, and organizational capacities.

Human Capital
The skill and knowledge of the workforce are at the core of the competencies of the
organization. When measuring human capital, skills are the easiest to identify, measure,
monitor, and improve.15 It is more difficult to measure “talent.” Talent is a function of
motivation, personality, experience, and skills wrapped into an individual. It is difficult to
develop talent via training. It is important that the economic development organization
try to match its talented people with the appropriate jobs.
A common thread among the Best Practice organizations that Taimerica surveyed in
2009 was their recognition of the value of talent as a competitive asset. The best
practices organizations pay much higher salaries than their traditional counterparts. In
other words, they are willing to pay top dollar to recruit the talent they need. The
caliber of executive talent in EDOs is the asset that appears to best explain excellent
15

Niven, Paul R. Balanced Scoreboard: Step-by-Step for Government and Nonprofit Agencies. Hoboken NJ:
John Wiley & Sons, 2003.
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performance. It matters more than software, internal business processes, performance
measurement systems, or any of the other assets that the organization controls.
This issue of human capital is particularly important for EDOs, since they have fewer
avenues for building competitive advantage than their counterparts in private business.
A major corporation can build advantages through its asset deployment (location of
production facilities, for example, or the level of capital it invests in R&D, software, or
production plants). In economic development, competitive advantage stems largely
from the talent within the organization, which is not to say that talent isn’t important as
well to a private enterprise.

Information Capital
Information capital is frequently divided into three types of applications: transaction
processing (which is an insignificant activity in most economic development
organizations); analytic applications; and transformation applications (software and
systems for managing change). Good research (analytic applications) is one area of
Information Capital where EDOs can gain competitive advantage.
The economic development market is too small to offer the range of customized
software or expert knowledge management systems found in the for-profit sector.
Those that exist, such as GIS, customer relationship software, or BR&E software, are
widely adopted and therefore don’t distinguish Best Practice groups from others.

Organization Capital
Organization Capital is often the most important contributor to corporate performance
and growth. This resource, however, is rarely measured internally or reported to
stakeholders, thereby seriously hampering both management’s efforts to effectively
allocate resources and the policy-making decisions of Board members and other
stakeholders.16
Organization Capital consists of the unique systems and processes that are used by the
organization in its work activity and in managing its human resources. It is the persistent
creator of excellence and growth for any organization. Organization Capital typically can
be categorized as having three components: the culture of the organization, its work
practices, and the effectiveness of its leadership.

16
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A number of work practices are key to building organizational capital. One key area is
access to organizational information and open communication. This is occurring
increasingly through the deployment of such information technology as groupware and
business-intelligence tools. The desired outcome is to empower workers to make more
decisions with less supervision. Organizations also need to invest in promoting a
corporate culture and offer workers strong performance-linked incentives and rewards.
Best Practice EDOs have a customer-focused culture. The culture of quality organizations
should promote a focus serving the customer, provide an effective means of
communicating their strategic and financial goals on a regular basis, expect top-quality
employees, and support an investment in "human capital" through training.
By and large, these actions are complementary. In fact, when organizations take only
some of these steps, such as providing workers with more information but not
empowering them to act on it, the quality of the output of the organization can suffer.

The “Balance” in the Balanced Scorecard
The interconnection, or link, between the previous aspects of the Balanced Scorecard is
the strategic plan. The organization’s strategies answer the question: “Are we doing the
right things?” If the strategies don’t support the vision and mission of the organization,
they are just isolated activities that may not build the organization’s capacity to excel.
The “execution of a strategy is more important, and more valuable, than the formulation
of a strategy.”17 The Balanced Scorecard focuses the organization on improving those
work processes most critical to the organization’s strategic success. The idea is that if
the organization wants to deliver the right performance in one perspective (e.g., financial
success), it has to deliver the right outcomes in the other perspectives (e.g., delivering
what the customer wants). If done correctly, the Scorecard integrates customer service
with stakeholder service with financial performance.
For example, if one desired outcome of the economic development organization is to
improve the ability to work with prospects and close deals, then the plan must outline
how staff will be trained in how to respond to prospects, how they will be rewarded for
good performance, how this will be demonstrated to stakeholder to increase their
support, where the money will come from for additional training, etc. All of these are
separate items in a strategic plan, but if they aren’t integrated into an overriding
strategy, their importance will be lost and the likelihood of implementing them will be
reduced.

17
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This integration might be better understood by thinking about the use of “if-then”
statements. If we increase training, then staff will be more capable of responding to
prospects. If prospects are more satisfied, then more positive leads and projects will be
generated. If the level of prospect activity increases, then the stakeholders will be more
enthused. If the stakeholders are more enthusiastic, then they will be interested in
increasing funding for the organization. If the organization has more funding, then it can
be more aggressive in developing leads.
The strategic plan is also the beginning point for performance measurement.
Performance measures need to be developed so that managers and staff pursue longterm outcomes rather than rely on short-term results. The best plans focus their
organizations on “making a difference” rather than on just “keeping busy.”

IMPLEMENTING A BALANCED SCORECARD
The Balanced Scorecard can be the source of a true management system for the
organization, but it must be fully developed, continually used, and managed carefully.
Furthermore, this is an integrated process; the output from each step must link to the
input of the next step. The strategic actions must be congruent so that they are tied
together in a useful way. This is “a continuous journey, not a project.”18 It has no
beginning and no end. “A scoreboard journey is a quest for high performance, a focus on
results, an increase in group and individual accountability, and an embracing of
organizational change.”19
The Scorecard gives management a way of ensuring that all levels of the organization
understand its vision, mission, and strategies, and that all the activities of the
organization are aligned with the plan. When the measures on the Scorecard link
together properly, the strategy becomes much clearer. Furthermore, once the Scorecard
has been developed, all of the strategic actions within the organization’s strategic plan
should be reviewed with the intent of determining which are truly critical to the
fulfillment of the desired outcomes and which are only consuming valuable resources.
Furthermore, this framework helps the organization’s management and staff identify
what should be done and measured.
Implementing a balanced scorecard involves four sequential steps as shown in Figure 5
and discussed below.

18
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Figure 5. Steps to Implement the Balanced Scorecard

Step #1: Developing a Strategy Map and Performance Objectives
A “strategy map” shows a logical, step-by-step connection between the strategic actions
in the form of a cause-and-effect chain. To develop a strategy map, the organization
selects a few strategic objectives within each of the perspectives, and then defines the
relationship among these objectives by drawing links between them. Generally speaking,
improving performance in one Perspective (such as learning and growth) enables the
organization to improve performance in another Perspective (such as internal
processes), which in turn enables the organization to create desirable results in the
Financial Perspective. Reading the map means starting at the bottom of it and asking the
question, “Why?” In other words, “what is the logic behind the strategies?”
Good strategy maps can tell the story of your organization’s strategy. For example, “if
we provide employees with the necessary training, technology, and culture, then they
will be able to implement the necessary internal processes that will provide customers a
satisfaction of their needs that in turn will result in achieving our financial objectives,
thereby allowing us to execute our mission and achieve our vision.” Figure 6
demonstrates an example of the cause and effect relationship in strategy maps while
Figure 7 demonstrates an example of a strategy map in economic development.
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Figure 6. Example of Cause-and-Effect Linkages on a Strategy Map
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Figure 7. Strategy Map Example

The graphic portrayal of the strategy map helps the organization see if there is balance
within the five perspectives. It also helps in identifying any possible gaps or missing
elements. The review of the strategy map also provides an excellent opportunity to
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communicate the strategies of the organization to its Board, its other stakeholders, its
members, its funders, and its employees. This review process needs to take place
frequently, especially when the Balanced Scorecard system is first initiated.

Step #2: Developing Performance Measures (also called Key
Performance Indicators)
Once the set of strategies, or strategic actions, have been laid out in the strategic plan,
the organization needs to develop performance measures for each of them.
Performance measures are basically the standards used to evaluate and communicate
performance against expected results.20 “You can’t improve what you can’t measure.”21
For example, how will the training of staff to improve their response to prospects be
measured, or how will management be able to determine improvements and the
effectiveness of what is being done?
Performance measures are the means by which the organization determines whether it
is moving satisfactorily toward achieving its desired outcomes and successfully
implementing its strategic plan. Performance measures are “the tools we use to drive
desired action, provide all employees with direction in how they can help contribute to
the organization’s overall goals, and supply management with a tool in determining
overall progress toward strategic goals.”22 Clear and objective performance measures
serve to describe in useful terms the strategic actions of the organization’s plan and how
the more imprecise vision will be achieved.
A well-functioning performance
measurement system that could provide credible, meaningful and actionable insights
into the success of our economic development strategies (or lack thereof) would be a
welcome addition to the economic development professional’s toolkit.23
Performance measures help the organization track its results against its targets, and
enable it to celebrate its successes as well as to identify potential problems earlier.
Lagging performance indicators are those that show how successful the organization was
in achieving outcomes. Leading indicators are those that are a precursor of future
success; a performance driver. This feedback from the organization’s internal business
processes and results can then be used to continuously improve the performance and
outcomes of the organization, making this a continuous improvement process.

20
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The performance measures, or metrics, also need to reflect the priorities of the strategic
plan, since this plan is what should be driving the performance of the organization.
Ideally, these metrics should be SMART:
• Specific
• Measurable
• Achievable
• Realistic
• Timely
Traditional performance measures among economic development organizations have
consisted of metrics such as jobs or projects announced. However, this approach suffers
from the “attribution” problem (measuring outcomes over which the organization has no
direct control).
In a 2004 survey of economic development organizations (EDOs) conducted by Brigham
Young University, 93 percent of respondents indicated that they were likely to increase
their use of performance measures in decision-making, yet only 20 percent thought that
performance measures were effective in increasing awareness of program results,
setting strategies, and improving programs. Clearly, the art of developing effective and
appropriate performance measures is in need of improvement.
Organizations with experience in performance measurement tend to be better
candidates for the Balanced Scorecard, because they are more experienced at
responding to the complexity of tracking performance within the Scorecard Perspectives.
In other words, understanding what the different types of measures are, what service
aspects they capture, and how they can be used to make decisions helps management
place the measures in the appropriate Perspective.24
Once the performance measures have been developed, it will be necessary to determine
whether the data to support them is currently available or will need to be collected. For
example, it may be necessary to survey past clients and prospects to find out how well
their needs were met by the staff of the organization.

Step #3: Cascading the Balanced Scorecard
The process of developing Balanced Scorecards at every level of the organization has
been called “cascading.” The concept consists of ensuring that all employees at all levels
are aligned with the organization-wide Balanced Scorecard.
This means that the
performance measures and desired outcomes at all levels are in line with the

24

Rivenbark, William C. and Eric J. Peterson, “A Balanced Approach to Implementing the Balanced
Scorecard,” Popular Government. Fall 2008: 32.

The Balanced Scorecard: A New Framework for Managing the Economic Development Organization

27

Taimerica Management Company | 347 Girod Street | Mandeville LA 70448

December, 2009

organization’s overall goals and outcomes, and it is clear how all levels of activity will
contribute to the success of the organization.
Peter Drucker, the management guru, has stated that the nonprofit must be informationbased. It must be structured around information that flows up from the individuals doing
the work to the people at the top – the ones who are, in the end, accountable – and
around information flowing down. This flow of information is essential because a
nonprofit organization has to be a learning organization.25
As the Balanced Scorecard is cascaded down through the organization, strategic actions
become more operational and tactical, as do the performance measures. Research has
demonstrated that most employees in non-profit organizations do not understand the
organization’s strategy.26 Another attractive feature of the Balanced Scorecard is that it
can be changed without rewriting the entire plan. As one outcome is met, it can be
replaced. If an outcome is not met, action can be taken to clarify, change, or more
carefully delineate that outcome in terms that will make achieving it possible.
If done correctly, this approach can transform an organization’s strategic plan “from an
attractive but passive document into the ‘marching orders’ for the organization on a
daily basis.”27 The Balanced Scorecard can greatly assist management in executing the
actions in their strategic plan. The strategies will reflect the priorities of the organization
that need to be addressed in order to meet desired outcomes

Step #4: Developing the Dashboard
The final step in the completed scorecard is the evaluation of it. This answers such
questions as:
• Are our strategies working?
• Are we measuring the right things?
• Has our environment changed?
• Are we budgeting our money strategically?
The Key Results Dashboard is like the dashboard of a car. It focuses attention on a
manageable group of indicators, that when looked at together, provide a snapshot of the
overall performance of the organization. The dashboard has one simple function: to
present the information you choose in some form that makes it available for you to see
in a format that is easily read and understood.28 Incorporated into this dashboard should
25
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be the milestones by which you’ll evaluate your plan and that will facilitate your
reporting progress to your stakeholders. An example of a dashboard is shown in Table 1.

Table 1. Balanced Scorecard Dashboard Example
Area
Financial Perspective

Responsibility

Increase efficiency in managing
budget

John

Achieve financial stability

John

Objectives
Reduce
wasted
expend.
Meet
budgeted
growth targets

Measurement
Reduction of
overtime hours
Revenue growth
vs. budget
targets

Target
10%
reduction
in waste
Budget
targets for
growth

Learning and Growth Perspective
Recruit & retain talented employees

Ensure organizational learning
based on data, outcome, and
experience

Will not
exceed
10% ann.
rate

Tim

Retain best
qualified staff

Turnover rate

Tim

Increase org.
learning

Track all external
training and
Baseline
conferences
attended

Pursue best
practices in
marketing

Average time to
respond to a
request for
information

Internal Process Perspective
Improve business practices and
efficiencies

Set up knowledge management
system

Jennifer

Tim

Increase
sharing of info Increased use of
and
KM system on
knowledge
Intranet
within org.

Improvement from
previous
year

Baseline

Customer Perspective
Deliver services consistent in quality John

Increase
mgmt.
proficiency

10%
Improved
increase in
feedback from
customer
customers/clients
satisfaction
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CONCLUSIONS ABOUT
THE BALANCED SCORECARD APPROACH
What distinguishes Best Practice EDOs from their traditional counterparts? The Balanced
Scorecard provides a framework for answering this question. The conclusions are that
Best Practices EDOs excel because they:
1. Operate with a clear vision for the future of their community that is widely held
by leaders and stakeholders throughout the community and integrated into the
organization’s vision.
2. Have a focused mission that is understood by their key stakeholders.
3. Have written strategic plans that guide their overall activities. These strategies
keep leaders focused on actions that lead to long-term improvements.
4. Have a preponderance of private sector funding that gives leaders the flexibility
of focusing on long-term goals.
5. Have a revenue generating system that limits the level of fundraising activities of
senior leaders.
6. Measure performance based on stakeholder and customer feedback rather than
on announcements, jobs created, or other measures that can’t be directly
controlled by EDO organizations.
7. For regional EDOs, have effective lead dissemination systems that are
transparent, fair, and developed with input of local EDOs. Effectiveness comes
from the recognition by EDOs that they have to customize the process for their
members rather than copy one used successfully in other regions.
8. Rely less on advertising and direct mail than their traditional counterparts
9. Use the same software and internal business processes as their traditional
counterparts.
10. Have a corporate culture that is focused on external conditions (customers and
markets trends) rather than internal processes.
11. Exhibit no differences in their use of training or innovation tools.
12. Have much different community attitudes about the need to acquire and
maintain talent than traditional EDOs.

Advantages of the BSC Approach
In conclusion, the Balanced Scorecard provides a number of benefits to EDOs that adopt
it:
• Alignment - The Balanced Scorecard provides a mechanism for aligning the
various activities, processes, and people throughout the organization with the
EDO’s strategic goals and outcomes.
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Communication - The Balanced Scorecard and the decisions and actions that it
drives become a mutually reinforcing, highly visible way to communicate the
strategies throughout the organization.
Accountability - The Balanced Scorecard links individual performance to
organizational strategies and provides a constructive mechanism for holding
people accountable for results.
Individual contributions - As managers and individuals throughout the
organization come to understand the strategy and how their performance
contributes to success, they are able to take advantage of opportunities and
make independent decisions that contribute to the strategy in ways not
necessarily anticipated by the drafters of the strategic plan.
Transformation - As people work together to achieve common objectives, the
balanced scorecard provides leverage and becomes a means for increasing the
productivity of the organization. As performance is reported throughout the
organization, the feedback process becomes a mechanism to transfer knowledge
and to refine and modify the strategies based on facts and insights of people
throughout the organization. Strategy development becomes an ongoing,
dynamic process that can evolve readily in response to changing circumstances,
new ideas etc.29

The intensity of competition in economic development is unlikely to change in the
future. EDOs that want to survive into the future will have to both improve their
performance and communicate that performance to their stakeholders, in other words
provide both performance and accountability. The Balanced Scorecard in Economic
Development provides a time tested management framework for insuring that EDOs
achieve both aims.
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APPENDIX
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SELF-ASSESSMENT
This assessment helps the organization to determine the need for a Balanced Scorecard
effort. To complete this exercise, read each statement in Table 2 and consider how
much you agree with what is stated. The more you agree, the higher the score you
assign. For example, if you fully agree, assign a score of five points.

Table 2. Assessing the Need for a Balanced Scorecard
Characteristic

1

2

3

4

5

Our organization has a commitment to quality, but we haven’t seen a significant
improvement in our operation.
If we didn’t produce Performance Reports for our Board for a month, nobody would
notice.
We tend to ignore our intangible assets such as employee knowledge and
innovation, customer relationships, and a strong culture.
We have a strategic plan but have a difficult time successfully implementing it.
We rarely review out performance measures and make suggestions for new and
innovative indicators.
Our executive director and Board president spends the majority of their time
together discussing how to deal with planning contingencies and other policy
issues.
Budgeting at our organization is based largely on what we have spent in the past.
Our employees and Board members do not have a solid understanding of our
mission, vision, and strategies.
Our employees do not know how their day-to-day actions contribute to the
organization’s success.
Nobody takes responsibility for the performance measurement process at our
organization.
We have numerous initiatives taking place in our organization, and it’s possible that
not all are truly strategic in nature.
There is little accountability in our organization for the things we agree as a group
to do.
People tend to stay within their “silos,” and as a result we have little collaboration
within the organization.
Our employees have difficulty accessing the critical information they need for
serving their customers/clients.
Priorities for our organization are often dictated by current necessity or for “putting
out fires.”
The environment in which we operate is changing, and in order to succeed our
organization must also change.
We face increased pressure from stakeholders to demonstrate results.
We don’t have clearly defined performance targets for both financial and
nonfinancial indicators.
We can’t clearly articulate our strategies in a one-page document.
We sometimes make decisions that are beneficial in the short term, but may harm
long-term quality.
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Scoring Key
26-30 If your score fell in this range you most likely have a strong performance
measurement in place. The program has been cascaded throughout your
organization, to ensure all employees are contributing to your success, and is
linked to key management processes.
31-60 You may have a performance measurement system in place but are not
experiencing the benefits you anticipated or need to succeed. Using the
Balanced Scorecard as a Strategic Management System would be of benefit to
you.
61-100 Scores in this range suggest difficulty in successfully executing your strategies and
meeting the needs of your customers and other stakeholders. A Balanced
Scorecard system is strongly recommended to help you focus on the
implementing of strategies and align your organization with overall goals.
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