
Rockwater’s balanced scorecard





from a comprehensive safety measurement system, that could identify and classify all

undesired events with the potential for harm to people, property, or process.

The Rockwater team deliberated about the choice of metric for the identification stage.

It recognized that hours spent with key prospects discussing new work was an input or

process measure rather than an output measure. The management team wanted a metric

that would clearly communicate to all members of the organization the importance of

building relationships with and satisfying customers. The team believed that spending

quality time with key customers was a prerequisite for influencing results. This input

measure was deliberately chosen to educate employees about the importance of working

closely to identify and satisfy customer needs.

How Rockwater fulfills customer needs



Similarly, Joseph De Feo, chief executive of Service Businesses, one of the three

operating divisions of Barclays Bank, had to transform what had been a captive, internal

supplier of services into a global competitor. The scorecard highlighted areas where,

despite apparent consensus on strategy, there still was considerable disagreement about

how to make the strategy operational. With the help of the scorecard, the division

eventually achieved consensus concerning the highest priority areas for achievement and

improvement and identified additional areas that needed attention, such as quality and
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Operational effectiveness versus strategic positioning



For at least the past decade, managers have been preoccupied with improving

operational effectiveness. Through programs such as TQM, time-based competition, and

benchmarking, they have changed how they perform activities in order to eliminate

inefficiencies, improve customer satisfaction, and achieve best practice. Hoping to keep up

with shifts in the productivity frontier, managers have embraced continuous improvement,

empowerment, change management, and the so-called learning organization. The

popularity of outsourcing and the virtual corporation reflect the growing recognition that it

is difficult to perform all activities as productively as specialists.

As companies move to the frontier, they can often improve on multiple dimensions of
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Yet Bic goes beyond simple consistency because its activities are reinforcing. For

example, the company uses point-of-sale displays and frequent packaging changes to

stimulate impulse buying. To handle point-of-sale tasks, a company needs a large sales

force. Bic’s is the largest in its industry, and it handles point-of-sale activities better than its

rivals do. Moreover, the combination of point-of-sale activity, heavy television advertising,

and packaging changes yields far more impulse buying than any activity in isolation could.

Vanguard’s activity system



Third-order fit goes beyond activity reinforcement to what I call optimization of effort.

The Gap, a retailer of casual clothes, considers product availability in its stores a critical

element of its strategy. The Gap could keep products either by holding store inventory or

by restocking from warehouses. The Gap has optimized its effort across these activities by

restocking its selection of basic clothing almost daily out of three warehouses, thereby

minimizing the need to carry large in-store inventories. The emphasis is on restocking

because the Gap’s merchandising strategy sticks to basic items in relatively few colors.

While comparable retailers achieve turns of three to four times per year, the Gap turns its

inventory seven and a half times per year. Rapid restocking, moreover, reduces the cost of



Coordination and information exchange across activities to eliminate redundancy and

minimize wasted effort are the most basic types of effort optimization. But there are higher

levels as well. Product design choices, for example, can eliminate the need for after-sale

service or make it possible for customers to perform service activities themselves.

Similarly, coordination with suppliers or distribution channels can eliminate the need for

some in-house activities, such as end-user training.

In all three types of fit, the whole matters more than any individual part. Competitive



Core competencies are the collective learning in the organization, especially how to

coordinate diverse production skills and integrate multiple streams of technologies.

Consider Sony’s capacity to miniaturize or Philips’s optical-media expertise. The

theoretical knowledge to put a radio on a chip does not in itself assure a company the skill

to produce a miniature radio no bigger than a business card. To bring off this feat, Casio

must harmonize know-how in miniaturization, microprocessor design, material science, and

ultrathin precision casing—the same skills it applies in its miniature card calculators, pocket

TVs, and digital watches.



Vickers map of competencies

Since 1986, Vickers has made more than ten clearly targeted acquisitions, each

one focused on a specific component or technology gap identified in the overall

architecture. The architecture is also the basis for internal development of new



Redeploying to Exploit Competencies

If the company’s core competencies are its critical resource and if top management must

ensure that competence carriers are not held hostage by some particular business, then it

follows that SBUs should bid for core competencies in the same way they bid for capital.

We’ve made this point glancingly. It is important enough to consider more deeply.

Once top management (with the help of divisional and SBU managers) has identified

overarching competencies, it must ask businesses to identify the projects and people

closely connected with them. Corporate officers should direct an audit of the location,

number, and quality of the people who embody competence.

This sends an important signal to middle managers: core competencies are corporate

resources and may be reallocated by corporate management. An individual business

doesn’t own anybody. SBUs are entitled to the services of individual employees so long as

SBU management can demonstrate that the opportunity it is pursuing yields the highest

possible pay-off on the investment in their skills. This message is further underlined if each

year in the strategic planning or budgeting process, unit managers must justify their hold on

the people who carry the company’s core competencies.

Core competencies at Canon



Elements of Canon’s core competence in optics are spread across businesses as diverse

as cameras, copiers, and semiconductor lithographic equipment and are shown in “Core

Competencies at Canon.” When Canon identified an opportunity in digital laser printers, it

gave SBU managers the right to raid other SBUs to pull together the required pool of
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