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• Mesh strategy and operations to attain your goals.

• Most organizations try to do this in an ad hoc fashion, but that seldom works. You 
need a special department that is responsible for strategy implementation. 

• Use a deliberate six-stage systems management process to unite strategy 
and operations. 

• The stages are: Develop strategy, plan strategy, align the firm with the strategy, plan 
operations, monitor and learn from operations, and then test and adapt your strategy. 

• Balanced Scorecard, the most popular performance management system, works 
well in this context.

• To develop sound strategy, you must understand your firm’s mission, values and vision.

• Achieve strategic objectives by using specific, targeted initiatives.

• “Strategy maps” and scorecards present your strategy as graphic, quantified 
information that motivates and drives performance. 

• To make your strategy work, employees must understand and support it.

• Meshing strategy and operations requires strong leadership from the CEO.
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  Relevance

What You Will Learn
In this Abstract, you will learn: 1) Why your firm must link strategy with operations; 2) 
How to accomplish that goal in six stages; 3) Why you need a central oversight unit; 4) 
Where quality programs like Six Sigma fit in; and 5) Why executive support is vital in 
aligning operations and strategy. 

Recommendation
Senior executives love to plan strategies. They believe this puts them in the exalted company 
of Napoleon, Sun-Tzu and Clausewitz. Indeed, for CEOs and their corporate colleagues, 
developing strategy is the heart of executive leadership. Unfortunately, most companies 
end up with strategies that are not linked to their actual operations. The result? Strategy 
that is not strategic, since companies are unable to implement it. Strategy experts Robert S. 
Kaplan and David P. Norton created the Balanced Scorecard and Strategy Maps and have 
now developed a versatile, six-stage program your corporation can use to mesh its strategy 
with its operations. Their approach already works for numerous top-fl ight organizations. 
getAbstract applauds this outstanding book. It is an exceptionally worthwhile read, 
especially given its valuable case studies. One caveat: Readers who are not grounded in 
sophisticated, strategic systems, such as Six Sigma and Balanced Scorecard, will be in over 
their heads starting on page one. 

  Abstract

Using a “Systems Approach” to Mesh Strategy with Operations 
Achieving your corporate goals requires a coherent strategy and superior operations. 
Both are crucial and they must tie together. When they do, your company will earn 
an “execution premium” of notable advantages. Of course, leaders understand that it is 
critical to match strategy with operations, yet few fi rms have organized systems in place 
to do so. Instead, most approach this critical link on an ad hoc basis. Some companies 
don’t have strategy reviews. Instead they rely on budgets to track performance. This is 
unfortunate. Research indicates that companies that coordinate their strategy with their 
operations do better than their competitors. 

A formal systems approach is the best way to mesh strategy and operations – that is, to 
execute your strategy. Numerous sophisticated systems exist to help, including Six Sigma, 
the European Foundation for Quality Management (EFQM) and Balanced Scorecard, the 
most popular method. However, many organizations that already use such systems along 
with other planning tools still have problems coordinating strategy and operations. They 
can’t make everything work together because they lack an overall plan, a performance 
management system with the right tools. Such a plan unfolds in six stages:

“Stage 1: Develop the Strategy”
Strategic planning requires a fi rst-things-fi rst mentality. First nail down your fi rm’s 
mission (purpose), elucidate its values (how it fulfi lls the mission) and spotlight its vision 
(future aspiration). Once you establish or reassert these central concerns, review any 
internal and external factors that may affect them, such as industry trends or initiatives 
from your competitors. 

“Managing 
strategy differs 
from managing 
operations.”

“Strategic 
initiatives represent 
the force that 
accelerates an 
organizational 
mass into action, 
overcoming inertia 
and resistance 
to change.”
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Then perform a “PESTEL analysis,” examining “political, economic, social, technological, 
environmental and legal” issues. Use a “value chain analysis” to assess the internal 
processes that deliver your products or services. Do a “SWOT analysis,” measuring your 
strong points, weak points, opportunities and threats. Research any other issues that could 
affect your strategy. These analyses provide the information you need to develop your 
strategy, which usually focuses on your customers or core markets. An alternative is to 
conduct scenario planning, where you role-play possible responses to competitors’ moves 
or marketplace changes. This is one way to prepare for your competitors’ responses to your 
strategic actions. Whichever approach you use, the end result should be the formulation 
of a plan that gives your organization a strong competitive advantage. Document your 
strategy, including its objectives, how you will achieve them, and its scope, which is your 
area of operation. Organizations normally update their strategic plans annually. 

“Stage 2: Plan the Strategy” 
Having formulated your strategy, now make plans to actualize it. Translate your strategic 
objectives into specifi c targets and initiatives, that is, short-term action plans. Create an 
overall “strategy map,” an easy-to-grasp, one-page graphic. This can help you visualize 
your strategic objectives, the actions you will take toward them, and the resources you 
will need. Organize your strategy map according to “strategic themes,” subject clusters 
that show the primary components of your strategy. This Balanced Scorecard approach 
involves setting specifi c targets and using the right metrics to assess “cause-and-effect” 
links in four strategic areas:

1. Financial – Operating profit, return on investment, cost per unit and so on. 
2. Customer – Number of customers, increases in your customer base, customer 

satisfaction and the like. This area also details your company’s “value proposition,” 
how it offers distinct advantages to customers.

3. Process – Operations, product development, facilities management and other 
areas related to the financial and customer goals that establish your firm’s 
strategic differences.

4. Growth and learning – Systems, personnel and similar organizational resources. 
This category and the process area both call for strategic implementation. 

Using your global strategy map as an outline, convert the goals it displays into specifi c 
measured targets, like quantifi able revenue growth. Identify the “gaps” you must close 
to reach these targets and the initiatives you will implement to bridge the gaps. By 
managing strategic planning with this measurement-based approach, you detail your 
objectives (the “what”), and depict the initiatives needed to attain them (the “how”). 
Such initiatives depend on special funding, and on conceptual “owners” and “teams” to 
staff, manage, and take responsibility for them. 

Rate each initiative on the basis of how it aids strategy and then implement it accordingly. 
This systems approach is a vast improvement over standardized strategic planning, 
which often focuses on the “what” to the exclusion of the “how.” It enables your fi rm to 
clarify its strategic goals, translate them into initiatives, and execute them. It establishes 
priorities, accountability, and visibility.

“Stage 3: Align the Organization with the Strategy” 
The next step is to ensure that all your departments and employees understand and support 
your strategy. This is not easy. Numerous barriers block successful implementation. To 
align your strategy and your operations, use your global strategy maps and scorecards to 

“Despite their 
stability, most 
organizations 
still begin their 
annual strategy 
development 
process by 
reviewing and 
reaffi rming their 
mission, values and 
vision statements.”

“Whenever a 
company meets to 
review its strategy, 
it should fi rst 
understand the 
economics of its 
existing strategy.”

“Strategy 
development and 
the links between 
strategy and 
operations remain 
ad hoc, varied   
and fragmented.”

“Effective 
communication to 
employees about 
strategy, targets 
and initiatives is 
vital if employees 
are to contribute  
to the strategy.”
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explain your strategy visually and quantitatively. Share them with each unit, following a 
“top down” process that uses your executive strategy maps as input for all your operating 
and support units. These units can craft derivative strategy maps and scorecards to make 
their efforts fi t the fi rm’s goals.

Armed with this data, individual units can work toward their strategic goals, with every 
unit signing off on the same sheet. First, each department must understand the global 
strategy map and scorecard, as well as its own strategic goals. Then each department can 
develop and provide a “service-level agreement” or contract that outlines the services it 
will render and the metrics it will satisfy. These contracts codify strategic goals. 

You may be able to get each department to support the company’s strategic plan, but it is 
individual employees who make the strategy function through their daily efforts. That 
means you need an internal communication plan directed at employees that thoroughly 
details your strategic goals and how the organization plans to achieve them. Put as much 
thought and care into this communication plan as you would into an advertising campaign 
launching a new product. Communicate your strategy and goals “seven times in seven 
different ways.” Only with such total saturation can you be confi dent that your employees 
will understand and support your strategy message. Craft the company’s incentives and 
bonuses to support the attainment of strategic goals. Meanwhile, HR should develop and 
implement training that directly supports the strategy. 

“Stage 4: Plan Operations” 
Link your strategy to the most critical operational activities, including planning and 
budgeting. “Time-driven activity-based costing,” or TDABC, is a valuable tool for 
analyzing the resources you need. Building connections between strategy and operational 
activities may require improving certain core processes. You may need to adapt forecasting 
and budgeting to relate to strategic goals. In making these adjustments, focus on “value 
propositions” that represent your company’s strategic core. That is, if your value proposition 
is to deliver the lowest possible costs, focus on cutting costs as much as possible. 

Consider this example: “LowCost” Airlines wants to deliver low fares and dependable 
flight times. Reducing its “ground turnaround time” – a primary business process – gives 
it the best opportunity to achieve this goal. Therefore, the airline should focus on this 
vital process. To attain its goal, the airline needs to improve maintenance, and passenger 
and luggage unloading. It may need to re-engineer these processes.

Identify the core processes so you can focus your improvement efforts to match your 
strategic goals. Do not waste time and resources on improving processes that are not 
strategically vital, like handling payroll. The Balanced Scorecard approach enables 
you to target the most critical processes in terms of their links with strategic goals. To 
improve these processes, use dashboards, which are salient metrics that demonstrate 
changes and improvements in operational processes. For instance, LowCost Airlines can 
use dashboards to assess the workers who help move passengers on and off planes, and 
those who handle bags or maintain planes. Dashboards capture operational (not strategic) 
metrics, so they differ from scorecards. As you develop new “best practices” in the course 
of making these improvements, communicate this knowledge to all your departments. 

“Stage 5: Monitor and Learn” 
Constantly monitor performance to ensure that the company is meeting its strategic 
objectives and that operations are moving ahead as planned. Hold regular data-driven 
meetings to focus on operational difficulties, and to check improvement activities and 

“The cause-and-
effect relationships 
in a strategy map 
and the strategic 
objectives on 
the Balanced 
Scorecard highlight 
the process 
improvements that 
are most critical for 
successful strategy 
execution.”

“The Balanced 
Scorecard has 
become, by far, the 
leading system for 
managing company 
performance.”

“The value chain 
model helps a 
fi rm identify 
those activities 
that it intends to 
perform differently 
or better than 
[its] competitors 
to establish a 
sustainable 
competitive 
advantage.”

“The ultimate test 
of any strategy is 
whether it makes 
more money for 
the company.”
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programs. Such sessions provide the best opportunity to establish feedback and guarantee 
control. Distinguish “strategy reviews” from “operational reviews.” Operational reviews 
are frequent departmental meetings to check short-term performance, focus on processes 
and involve dashboards. Use strategy reviews to ensure that strategic execution proceeds 
as planned, according to Balanced Scorecard metrics. At these monthly or quarterly 
cross-functional meetings, have people report on the progress of strategic themes so you 
can fine-tune strategy-related programming.

“Stage 6: Test and Adapt the Strategy” 
At some point your company may need to adjust or change its strategy, perhaps due 
to new information, emerging opportunities, performance shortfalls, or regulatory and 
competitive changes, as determined by a PESTEL analysis. Convene a “strategy testing 
and adapting meeting” to examine strategic change or adjustment issues, and to determine 
if your strategy works and remains valid. Examine any possible strategic flaws. Ask if 
your initial hypotheses and assumptions still hold, and if cause-and-effect results are 
unfolding as anticipated in Stage 2. Analyze determinative data that shows whether your 
strategy is good or needs to be changed. Use “economic and statistical models.” Turn to 
front-line employees for their opinions and insights about strategy viability. Your executive 
team usually would discuss strategy adaptations or changes at its annual strategy review 
meeting, but you may wish to meet quarterly to consider strategy adaptations. This may 
be more appropriate for firms in fast-changing industries such as IT. 

Managing Strategy from a Central Office
Strategy management should be a global, cross-functional effort. This requires having 
a central department for coordination and execution, an Offi ce of Strategy Management 
(OSM). In the same way that the chief fi nancial offi cer “owns” budgeting, OSM “owns” 
strategy execution. This unit coordinates the activities of all organizational units so that 
strategy and operations mesh well in a “closed-loop system.” It sets up all “planning, 
execution and feedback components,” and integrates IT, fi scal management, HR, 
marketing, operations and other functions to support the strategy. 

The Importance of Committed Leadership
The most astute program to mesh strategy with operations will fail if it lacks dedicated 
leaders. Responsibility starts with the CEO, who must explain corporate strategy and 
its execution so that all employees understand it. CEO leadership is “necessary and 
suffi cient” to a “strategy management system,” since strategy management absolutely 
requires a fully engaged chief executive and such a system enables the CEO to direct 
operations to meet strategic goals.
Organizations that focus on strategy, such as Ricoh, Nordea and Luxfer Gas Cylinders, 
use strong strategy management systems to combine strategic planning tools with 
operational tools. They have been able to achieve uniformly impressive results. Follow 
their lead. Adopt a systems approach to optimize your strategy through superior execution. 
That’s the best way for your organization to achieve its own execution premium.

  About the Authors
Robert S. Kaplan, a professor at the Harvard Business School, is the author of numerous 
books, articles and papers. David P. Norton is the co-founder of a respected business-
consulting fi rm. 

“Some quality 
experts claim 
that quality 
improvement is like 
riding a bicycle; if 
you don’t continue 
to move forward, 
you fall down.”  

“The reality is 
that any CEO has 
a diffi cult time 
directly infl uencing 
his organization. 
Attempting to 
command and 
control may only 
serve to undermine 
the authority 
of one’s senior 
executives.”

“Strategy 
formulation 
remains an 
art, and not yet 
a science.”


