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How Groups Produce
Higher-Quality Balanced
Scorecards Than

Individuals

By SusaNn B. HuGcHESs, PuH.D.,

CPA; CrAa1G B. CALDWELL, PH.D.;

KaTHY A. PAULSON GJERDE, PH.D.; AND PAMELA J. Rouse, CPA

A STUDY SHOWS THAT GROUPS FILTER OUT INDIVIDUALS’ POOR IDEAS AND
INCORPORATE THEIR APPROPRIATE IDEAS. COLLECTIVELY, GROUPS PRODUCE SCORECARDS

THAT CONTAIN GOOD QUALITY BUT PRIMARILY MAINSTREAM IDEAS.

EXECUTIVE SUMMARY Many articles explain how to develop a balanced scorecard using groups, but the literature pro-
vides little insight about why groups are important. We gathered data from 12 groups involved in developing balanced
scorecard to determine how they use information suggested by their members. We found that the groups “filter”
individual members’ poor ideas and “carry through” their worthy ideas to the group scorecard—although not all poor
ideas are filtered and not all good ideas are carried forward We also found some evidence that groups create innova-
tive ideas but to a lesser extent than filtering and carrying through ideas. Our findings suggest that the outcome of the
group process depends on the quality of the potential score cardobjectives and metrics that group members bring to
the discussion. As such, entities that plan to develop a balanced scorecard in a group environment should ensure that
the group contains a diverse set of individuals—each with diff e rent training, skills, and perspectives—to ensure that

the group considers a large pool of good ideas.

ince Robert S. Kaplan and David P. Norton
introduced their concept of the balanced
scorecard in 1992, the term has become
known as a measurement system that links
strategic and operating objectives—and lead
and lag perf o rmance measures—within four areas of an
organization: financial, customer, internal business
processes, and learning and growth.! Scorecard develop-
ment is generally described as a group process. The bal-
anced scorecard literature, however, provides little
insight about why it is beneficial to have groups rather
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than individuals develop scorecards.

There are two reasons that groups may be pre ferred.
First, groups may produce better scorecards because
their team members deliberate and discuss the factors
that contribute to the business’s success.2 Second,
groups may help scorecard components become accept-
ed and implemented. Yet these two different activities
are often combined in books and articles that help busi-
nesses plan for and adopt the balanced scorecard.

Researh in other management accounting areas
often makes a distinction between development and
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implementation within an organization. For example, a
review of the manyresearch studies that investigated
the impact of employee participation on the annual
budgeting process suggests that groups add value to the
budgeting process only when individuals in the group
possess information about the business that is not
known by others involved in the budgeting process.
"This suggests that groups involved in developing a bal-
anced scorecard will add value to its components if they
have a deep and clear understanding of what leads to
business success. Theresearch conducted on budgeting
also found that even when individuals do not make sig-
nificant contributions to the budget’s content, individ-
ual participation leads to higher levels of personal
satisfaction with the budget and a greater commitment
to achieve the budgetary goals.? This suggests that an
increased level of commitment to the objectives and
metrics included in a scorecard may result from em-
ployee participation in its development.

Our study separates the development activities from
implementation activities and focuses on the impact of
groups on a scorecard’s development. We based our
study on the idea that if groups are commonly recog-
nized as critical to the development and implementa-
tion of a scorecard it is important to understand their
advantages and disadvantages. If groups add value to
the development process, scorecards developed by
groups should be of higher quality than those devel-
oped by individuals. If groups add value only to the
implementation process, there should be little differ-
ence between scorecards developed by individuals and
those developed by groups. Within this study we pro-
vide an overview of the literature that discusses the
potential impact of groups during the scorecard devel-
opment process and examine the impact of groups on

scorecard components.

GROUP DEVELOPMENT OF BALANCED
SCORECARDS

Developing the balanced scorecard involves identifying
organizational metrics that are tied to and can help ful-
fill a firm’s strategy. Advocates of the balanced scorecard
believe that business entities rely too much on financial
measures and that financial measures by themselves are

poor indicators of strategic goal achievement. They
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argue that financial measures should be “balanced”
with nonfinancial considerations. Although traditional
financial measures still play a role in evaluating a firm’s
progress, balanced scorecards give greater consideration
to formally tracking and planning for excellent perfor-
mance in financial as well as nonfinancial areas.

By identifying, monitoring, and learning from a
broader range of metrics, firms can benefit from orga-
nized learning and measurement in two ways. First, as
the process of developing a mission statement provides
both process and outcome gains, so, too, can the bal-
anced scorecard process. Second, the tactically oriented
metrics developed during the scorecard development
process will give firms a way to deconstruct large-scale
strategic directions into measurable activities.

Kaplan and Norton first described the scorecard-
building process in 1993.4 They indicated that score-
cardconstruction involves a facilitator and a group of six
to 12 executives. The group first reaches consensus on
the organization’s mission and strategy. Next it defines
the appropriate key success factors and identifies the
related four or five measures for each score cardperspec-
tive, resulting in a total of 16 to 20 measures. Then,
direct subordinates and middle managers are added to
the scorecardbuilding team. These individuals are
expected to debate the key success factors and mea-
sures. In the final stage, the senior management team
finalizes the strategy, key success factors, objectives,
and related measures. Kaplan and Norton noted that
scorecard building is an interactive process that some-
times takes more than 30 months.5 Describing the
process used by one organization, they list 10 executive
team members involved in the initial scorecard devel-
opment stage. In the next stage, 100 individuals from
the top three layers of management discuss the strategy
and develop proposed measures used within the various
scorecards.

Clearly, many person-hours are devoted to scorecard
development during Kaplan and Norton’s recommend-
ed process. Assuming this time could also be used pro-
ductively to manage or lead other aspects of the entity’s
operations, it is important to evaluate if the group time
spent developing the scorecard is cost beneficial.
Kaplan and Norton suggest that the broad participation

of members of the organization in the development of
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financial and nonfinancial metrics leads to scorecards
that incorporate more information, give employees a
better understanding of the firm, and enhance their
commitment to the ideas generated. Of these three
advantages, only the first is associated directly with the
scorecard’s development; the other two relate to
employees and the scorecard’s implementation. Our
research focuses on the first advantage and assesses
whether groups improve the information content and,

thereforg the quality of balanced scorecards.

TeEAm-BASeDp DEcision MAKING

The evidence about team decision making is not uni-
formly favorable. Some of the problems associated with
team decision making include the tendency of groups
to favor decision consensus over decision quality, which
oftenisreferred to as “group think,” and the tendency
for groups to make more extreme decisions than indi-
viduals, which often isreferred to as “group polariza-
tion.”6 Despite these recognized problems, group-based
decision making continues to enjoy acclaim in both
research and practice. As a result, it is important to
understand the potential positive effects associated with
group decision making.

Similar to the management accounting literature, the
literature on groups describes two primary advantages
of them. One is the ability to generate higher-quality
decisions.” The second relates to greater success in
implementing decisions.8 Often these two advantages
are blurred, and advantages in implementation become
a sufficient reason to use a group-based approach. In
our study we detangle the impact of implementation
and decision making by focusing exclusively on the
quality of decisions generated by individuals and
groups.

In order for a group to generate high-quality deci-
sions, three distinct activities must occur. First, marginal
suggestions from the group’s members must be identi-
fied and eliminated. We refer to this process as “filter-
ing.” Second, the group members’ higher-quality
suggestions must be identified and carried through to
the group’s final output. We refer to this process as “car-
ry through.” Third, once high-quality suggestions from
the group’s members are identified, they must be delin-

eated and refined. We refer to this process as “synergis-
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tic idea development.” If these three activities occur,
then the likely result is a collection of decisions that are
better than any single group member could generate by
himself/herself.

"The ability of a group to generate better outputs
than the group’s best member is referred to in the liter-
ature as an “assembly bonus effect.”? Thereis a vigor-
ous debate in the group literature about the ability of a
group to perfform at a level greater than its most talent-
ed member.10 The variation in research findings
appears to be at least partially due to the fact that the
presence of an assembly bonus effect is highly sensitive
to the type of decision that must be made. Therefore,
researchers must test for the existence of an assembly
bonus effect in any new or unique group setting. The
balanced scorecardis a new and unique setting for this
research, and no attempts have been made to establish
the existence of an assembly bonus effect in this set-
ting, a fact that further motivated us to conduct this
study.

We argue that the groups working to develop a bal-
anced scorecard will be able to generate highly innova-
tive, creative, and high-quality decisions by using the
ideas of their individual members. Further, we expect
to find an assembly bonus effect by testing for the pres-
ence of the three processes described earlier: filtering,
cany through, and synergistic idea development.

First we suppose that, during the process of examin-
ing individually developed ideas in a group setting, the
group will weed out, or filter, those individual decisions
that are substandard.!! The ability of a group to high-
light deficiencies in individual thinking is supported by
both natural and structural group conflict.!2 In settings
involving group conflict, ideas that cannot be supported
are revealed and eliminated. The process of discussing
various assumptions and ideas forces individuals to
reconsider their original thoughts. Thus, we expect that
the group decision process will adeptly eliminate sub-
standarditems from any list of ideas that the group is
considering.

The second supposition we make is that the group
will be able to take the input of individual team mem-
bers and, once the high-quality suggestions are identi-
fied, ensure that they are included in the group’s final

output.!3 As noted earlier, we have described this
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process as carry through. Precisely how carry through
occurs is not clear. We can, however, observe what hap-
pens in the group process and draw conclusions about
the extent of carry through likely to occur.

"The third supposition we make is that groups will be
able to build on and enhance the high-quality decisions
that individual group members develop.!* Because the
group members have diverse knowledge, they may
become sounding boards for new ideas or suggestions,
and the group is likely to see connections that the idea’s
creator is unable to identify. This ability to improve
upon the suggestions of individuals is the synergistic
idea development we described previously. The ideas
that are generated through this process go beyond the
capabilities of any individual. Thus, we expect the
assembly bonus effect to help produce high-quality
group decisions.

If filtering, carry through, and synergistic idea devel-
opment occur during the development process, bal-
anced scorecards that groups develop should be of
higher quality than those developed by individuals.
Further, they should be devoid of low-quality ideas and
exhibit some ideas that are more innovative than those
that individuals develop. If these results do not occur,
the time and energy invested by group members may
not provide a corresponding benefit to the scorecard’s

content.

METHODOLOGY
"To test our suppositions, we had 46 MBA students par-
ticipate in a balanced scorecard development exercise.
The exercise was a graded part of the course assign-
ments for the MBA capstone class, a course generally
taken at the end of the MBA program. The rationale for
using these students was twofold. By using students,
we were able to assign an identical task to multiple
groups for the purposes of comparison. In a corporate
setting, task assignment of this sort probably would be
prohibitively expensive and impractical. Moreover,
because these students had significant work experience,
they had the necessary skills, training, and knowledge
to develop a credible balanced scorecard.

We gave all participants a packet of information
about the same U.S. public corporation. We chose this

entity because of its relatively simplestructure, clear
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mission, and readily identifiable product. The packet
included corporate strategic objectives, product infor-
mation, details about a recent acquisition, and inform a-
tion about the company’s work environment and
commitment to its communities.

Each student received a blank scorecard with the
infomation packet. The scorecard had four rows, one
for each area of the balanced scorecard and three
columns. The columns provided boxes for objectives,
lead measures, and lag measures for each scorecard area.
Lead measures identify metrics that are useful in pre-
dicting that the objective will be achieved; lag measure s
are used to determine if the objective was met. This
design resulted in 12 cells within the scorecard

We used two phases so we could assess the extent to
which groups filter, carry through, and develop ideas.
First we asked each participant to individually develop
a balanced scorecard for the company. The participants
were asked to limit their suggested measures to no
more than 24, which is similar to the number of mea-
sures Kaplan and Norton recommend. In the next
phase, the individual participants were placed in three-
to four-person groups and asked to complete a balanced
scorecardas a team, using their individual scorecards as
the basis for discussion.

In order to establish a benchmark scorecard for the
exermdse, a panel of four faculty members from the areas
of accounting, leadership, and economics individually
developed a balanced scorecard for the company using
the same packet of information the students used.
These faculty members then worked as a team to com-
plete a balanced scorecard. This scorecard shown in
"Table 1, became the basis for evaluating the students’
scorecards.

"The 46 individuals proposed 1,258 ideas; the 12
groups proposed 376 ideas. We used content analysis to
conver the narrative ideas into a form suitable for data
analysis. Content analysis relies upon the ability of at
least two independent coders to read and assign the
narrative—in this case, each idea—to a specific cate-
gory. The coders used the following three categories to
classify the individual and group ideas:

1. An inappropriate idea is one that does not match or
apprximate the faculty panel’s ideas and is considered

to be inappropriate for this scorecard cell.
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Objectives

Table 1: Model Scorecard

Lead Measures
(To gauge if objective will be met)

Lag Measures
(To determine if objective was met)

FINANCIAL

Strong, balanced growth

Number of new products developed
Increase market share

Appropriate acquisitions

Double sales
More than double profits
Percent of sales by product category

Integrate gains/savings

Fair return to shareholders

Return on equity
Earnings per share
Increase dividend/share

Stock price exceeds $30 per share during fiscal year

Maintain independence

Maintain/reduce debt

Reduce capital expenditures to below 4.5% of sales
Maintain liquidity ratios at existing levels

Focus on cash flow opportunities from operations rather

than from other areas

CusTOMER

Grow market share of existing brands

Number of new retail accounts added

Number of new industrial accounts added

Number of retail and industrial accounts retained
Increase sales (domestic and foreign)

Increase profits

Introduce new products

Number of new products under development

Maintain high-quality,

“market leader” brand image

Number of brands that are marketplace
leaders within their respective category
Number of new “icon brands” acquired

Fair pricing (price relative to competitors’ prices)

Increase customer awareness

Ongoing support of sponsors and strategic
partners

Advertising spending

Unsolicited customer comments (by volume and quality)

INTERNAL BUSINESS PROCESSES

Improve product quality

Defect rate or measure of conformity

Sales growth

Encourage innovation in terms of

product and process

Number of new products under development
Number of continuous improvement projects
Increase production efficiencies (cost
minimization or fixed at current percent of

cost of goods sold)

Maintain capital budget at 4.7% of sales
Increase margins

Establish inventory turnover measures

Effectively integrate new acquisitions

Number of poorly performing accounts eliminated

Number of poorly performing products eliminated :

Number of new products under development

Number of new logical accounts acquired

LEARNING AND GROWTH

Continue to be values-driven company

Awareness of core values
Number of appropriate hires
Training and development cost

Level or rate of job growth

Fortune 500 ranking
Employee turnover rate
Absenteeism rate

Number of internal hires

MANAGEMENT ACCOUNTING QUARTERLY
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2. An appropriate idea is one that matches or approxi-
mates the faculty panel’s ideas of this scorecard cell.

3. An innovative idea is one that does not match or
apprximate the faculty panel’s ideas for this scorecard
cell but re presents an appropriate, interesting, or
thoughtful idea.

Accorddingly, two individuals working independently
coded each idea contained in the individual and group
scorecards as inappropriate, appropriate, or innovative.
The codings were compared, and the coders agreed
with each other 92.3% of the time. Disagreements
between the coders were resolved by a third coder.
According to the definitions and standards developed in
this process, the first two coders reviewed the data a
third time to ensure consistency across score cardcells.

"To make a further distinction about those items cod-
ed as inappropriate, we separated them into two distinct
sets of ideas. If the idea was deemed inappropriate as a
result of content error (e.g., the participant identified an
objective or measure that was not applicable to the
organization or simply did not make sense), it was cod-
ed as a content error; if the idea was deemed inappro-
priate because it placed an idea within an inappropriate

cell, it was classified as a placement error. As before,

two people coded these 993 ideas. Their coding agreed
for 85% of the ideas, and the third coder resolved the
differences for the other 15% of the ideas.

FINDINGS

We began evaluating the impact of group participation
on the objectives, lead measures, and lag measures of
the four balanced scorecard sections by developing
summary statistics of the inputs and outputs of the
scorecard development process. These results are sum-
marized in Table 2. One finding that is immediately
apparent is that the number of ideas developed at the
individual level and used as the basis for group discus-
sion varied widely. For example, at least one group
began the group discussion with only three lead or lag
measures for various cells of the scorecard. Another
group began its discussion of financial lag measures
with 17 individual ideas. The group results were more
clustered, ranging from one idea per cell to five ideas
per cell. We also found that the number of ideas by
scorecard section (financial, customer, internal business
process, and learning and growth) was approximately
equal as was the number of items suggested for objec-

tives, lead measures, and lag measures.

Table 2 Balanced Scorecard Ideas Developed at Group and Individual Levels

Groups evaluate the ideas individuals bring to the group discussion and reduce them in all scorecard areas and topics.

NUMBER OF IDEAS INDIVIDUALS DEVELOPED

NUMBER OF IDEAS GROUPS DISCUSSED

Objectives Lead Measures  Lag Measures Objectives Lead Measures  Lag Measures
FINANCIAL :
Average 10.17 775 9.67 2.00 2.42 2.83
Range 5-13 3-15 5-17 1-3 2-4 1-4
CUSTOMERS H :
Average 9.67 9.08 7.08 2.50 2.75 2.67
Range 6-15 3-16 4-12 2-3 1-4 1-4
INTERNAL BUSINESS PROCESSES :
Average 9.67 8.00 9.00 2.67 3.08 2.50
Range 5-14 3-15 5-14 1-4 2-5 1-4
LEARNING AND GROWTH : ;
Average 9.17 8.00 7.58 267 250 250
Range 6-14 3-15 5-13 1-5 1-4 1-4

MANAGEMENT ACCOUNTING QUARTERLY
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PERCENTAGE REDUCTION OF INAPPROPRIATE
IDEAS IN EACH SCORECARD SECTION (IN PERCENT)

Table 3: Change in Number of Appropriate Ideas

When comparing the individuals” suggestions to the groups’ scorecards, the percentage of inappropriate ideas
decreases and the percentage of appropriate ideas increases.

PERCENTAGE INCREASE IN APPROPRIATE
IDEAS IN EACH SCORECARD SECTION (IN PERCENT)

Objectives Lead Measures Lag Measures Objectives Lead Measures Lag Measures
FINANCIAL 20 20 24 10 18 21
CUSTOMERS 22 30 3 14 26 5
INTERNAL BusINESS PROCESSES 16 7 22 16 3 24
LEARNING AND GROWTH 25 10 14 23 n 12

Next we summarized the coded individual and group
ideas to evaluate whether groups improved the quality
or enhanced the creativity of the scorecardideas. One
difficulty in comparing the individual and group results
is the difference in the number of ideas included. This
occurred because the groups were evaluating the ideas
of three or four individuals to develop one proposed
score cardand were asked to develop scorecard in which
the number of measures was limited to 24. 'To facilitate
comparison between the individual and group ideas, we
converted the number of ideas to percentages.

We found that 777 of the 1,258 individual responses
(62%) were coded as inappropriate either for that area
of the scorecard or for the scorecardin general. We
identified only 40 ideas (3%) that were coded as innova-
tive, and the majority of these were included within the
lead measures. The remaining 441 ideas (35%) were
appropriate for their areas of the scorecard. We found
that appropriate and innovative ideas outnumbered
inappropriate ideas only in the areas of internal business
processes objectives and financial and customer lag
measures. These results suggest that individualsrelied
upon common business objectives and metrics—those
that may be applicable to many different businesses—
rather than developing innovative and thoughtful ideas
appropriate or specific to their company.

Within the group scorecards, there were 191 (51%)
appropriate and 22 (6%) innovative ideas from among
376 group ideas. Both of these percentages were higher
than those found in the individual scorecards. One-half
of the innovative ideas occurred within the lead mea-
sures. Only within three scorecard cells—financial
objectives, financial lead measures, and learning and

growth lead measures—werethe majority of the group
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ideas coded as inappropriate. Within the intemal
business process lag measures, the ideas were evenly
divided between those coded as inappropriate and
appopriate.

We found that the percentage of inappropriate ideas
declined from the individual to the group results within
all 12 scorecard cells. We also found that the percentage
of ideas coded as appropriate increased from the indi-
vidual to group levels within all 12 cells. The details of
these results are shown in Table 3. The percentage of
group ideas coded as innovative was greater than that at
the individual level in most cells, although the number
of innovative ideas continued to be less than 10% of all
group ideas. These results indicate that the group
process appears to have improved the overall quality of
the ideas, filtering the inappropriate ideas and impro v-
ing the concentration of innovative ideas. The group
process also added a limited number of unique and

high-quality ideas within the scorecard sections.

Group Selection of Individual Ideas

"To further explore how the groups selected ideas, we
analyzed the individual and group ideas in each group
to identify those individual ideas in each cell that were
also among the group’s ideas in the same cell. This
analysis allowed us to track the frequency with which
the various groups included ideas suggested by an indi-
vidual member from his or her scorecard We were par-
ticularly interested in determining if groups had the
ability to distinguish between inappropriate and appro-
priate ideas included in the individual scorecards, which
would be indicated by the elimination of inappropriate
ideas and the incorporation of appropriate ideas within

the group scorecards.
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The groups appear to have engaged in a
fairly effective sorting process. The num-
ber of appropriate individual ideas that car-
ried forward to the group level exceeded

the number of inappropriate ideas in all 12

Table 4 “Carry Through” of Individual Ideas to the Group

Groups carry through a lower percentage of inappropriate individual ideas and
a higher percentage of appropriate individual ideas in all scorecard areas.

INDIVIDUAL IDEAS CARRIED THROUGH
(IN PERCENT)

of the scorecard cells, as shown in Table 4. Objectives Lead Measures  Lag Measures
Few innovative ideas were carried forward,
. . ] FINANCIAL
so we focus our discussion on the inappro- Inappropriate Ideas 16 13 9
priate and appropriate responses. Appropriate Ideas 48 22 34
"The results also indicate that groups dif-
fered in the extent to which they relied on CusToMERs
individual ideas carried forwardin deter- Inappro;-)riate Ideas 1 8 8
mining the group ideas included within Appropriate |deas 3 % 2
the 12 cells. The majority of group ideas INTERNAL BUSINESS PROCESSES
within the financial, internal business Inappropriate Ideas 16 6 6
process, and learning and growth objec- Appropriate ldeas 30 37 36
tives came from individual ideas, as sum-
marized in Table 5. The lead measures for LEARNING AND GROWTH
Inappropriate Ideas 10 12 12
three scorecard areas, however, were large- i
" Appropriate Ideas 38 37 55

ly developed within the groups. Within the

lag measures, the majority of ideas within

two cells were the result of individual ideas
and within two cells were the result of
ideas developed by the groups. The results
reveal that although the groups relied on

the individual ideas when developing the

Table 5: |deas Carried Through by Cell

Group scorecard cells include different levels of individually developed ideas.

INDIVIDUAL IDEAS AS A PERCENT OF GROUP IDEAS
ADOPTED IN THE GROUP SCORECARD

f il obiecti dl ) Objectives Lead Measures Lag Measures
1na§L1a objectives and lag méasurcs — o T 0
(adding only three of 25 and six of 34 CUSTOMERS 50 35 3
ideas, respectively), in all other areas they INTERNAL BUSINESS PROCESSES 78 13 50
tended to supplement the individual ideas LEARNING AND GROWTH 66 70 63

in varying and greater amounts.

Inappropriate Ideas

As explained in the methodology section, we further
analyzed the inappropriate ideas to determine if they
reflected content error or classification diffe rences. As
noted, a content error occurs when an individual or
group identified an objective or measure that was not
applicable to the organization or simply did not make
sense. A classification error occurs when a potentially
appropriate idea appeared in an incorrect cell. If the
groups added value to the development of the score-
carditems, we would expect that more of the inappro-
priate items result from classification diff e rences and

fewer result from content errors. Again, because of the
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larger number of ideas included in the individual ideas
than in the group ideas, we used percentages to deter-
mine if the quality of the scorecard items improved
from individuals to groups.

Our results indicated that the groups had the ability
to filter individuals’ content errors from the group’s
financial objectives and that the groups eliminated
many content errors from the objectives of the other
three scorecard sections. The groups, however, exhibit-
ed varying success in eliminating individual ideas classi-
fied as content errors from the lead and lag measures of
the group scorecards. These results are summarized in

"Table 6. They clearly indicate that groups do not effec-
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those numbers with the inappropriate and
good ideas included in the group’s output
within each score cardcell. Consistent with the
prior analyses, we relied on percentages for
comparative purposes. We tabulated the per-

centage of good to total answers among the

individual ideas of each group and the corre-
sponding percentage of good to total group
answers within the four score card areas. The

difference between the individual and group

percentages of good answers formed a “per-
centage improvement.” We ranked each group
based on the percentage of good answers
included in the group scorecards.

"The results indicate that the quality of the

individual scorecards was relatively low as
detemined by the percentage of good ideas to
total ideas at the individual level. Only one or

two groups have more than 50% of their total

Table 6: Eliminating “Content” Errors™
Groups do not effectively reduce individuals’ inappropriate content.
CONTENT ERRORS
(IN PERCENT)
Did Groups Improve
Individuals Groups the Content?
OBJECTIVES
FINANCIAL 1.6 0.0 Yes
CUSTOMERS 20.0 23.1 No
INTERNAL BUSINESS PROCESSES 309 1.1 Yes
LEARNING AND GROWTH 145 8.3 Yes
LEAD MEASURES
FINANCIAL 35.7 315 No
CUSTOMERS 31.0 50.0 No
INTERNAL BUSINESS PROCESSES 31.5 333 No
LEARNING AND GROWTH 23.1 21.8 No
LAG MEASURES
FINANCIAL 46.7 40.0 Yes
CUSTOMERS 35.1 38.5 No
INTERNAL BUSINESS PROCESSES 25.6 125 Yes
LEARNING AND GROWTH 25.0 25.0 No Change
* Content errors occur when an individual or group identifies an objective or measure that is
not applicable to the organization or does not make sense.

ideas come from individual ideas within each

section of their scorecards. When all ideas from

tively filter inappropriate ideas identified by individual

group members from all areas of the group scorecard.

Group Improvement of Ideas

"The analyses discussed in the previous paragraphs sug-
gest that the group process adds value to the balanced
scorecard development process by reducing the per-
centage of inappropriate ideas included within the cells
and by including more of the appropriate individual
ideas within the group scorecard. We find, however,
that the groups continue to carry many inappropriate
ideas within their proposed scorecards. The analyses
presented so far are based upon totals and percentages
detemined within each of the scorecard cells.

"To further investigate the influence of individual
ideas and input to the group score card ideas, we ana-
lyzed the results of each group. Because we found few
individual and group ideas coded as innovative, we
combined the two categories of good ideas (appropriate
and innovative) into one “good” idea total per group
per cell. By combining these two categories, we could
compare the number of inappropriate and good ideas

individuals developed in each group and compare
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all groups are combined, the individual ideas
are less than 50% of the total ideas.

"The group results reveal that most groups developed
scorecards in which the percentage of good ideas
exceed 50%. More than 50% of the ideas within each
scorecard section of at least seven groups were good.
More than 50% of the total ideas of eight groups were
good. These results, compared with group results in the
aggregate, indicate that the improvement within the
balanced scorecards was not generated by a few groups
but was widespread across many groups.

We also calculated the percentage improvement in
good responses from individual to group responses for
each group in each of the four scorecard areas and the
combined improvement over all four sections. This cal-
culation revealed that the quality improved from the
individual to group score cards within all four scorecard
sections within almost all of the 12 groups. The results
indicated that the quality declined for only one group in
the financial, customer, and learning and growth sec-
tions and for only two groups within internal business
processes. When the results of the four areas were com-
bined, all group scorecards improved over those of their

individual members.

SUMMER 2005, VOL. 6, NO. 4



RELATIVE PERFORMANCE

"To determine the relative performance of the groups,
we ranked them by the percentage of good ideas deter-
mined at the group level from high to low, using a
one-to-12 scale, adjusted for ties. The rankings were
computed within each scorecard section and for the
combination of all four of the scorecard’s sections. With-
in the combined scorecards, the percentage of good
ideas ranged from a high of 72.4% to a low of 34.4%.
The six top-performing groups increased the percent
age of good ideas from 18.3% to 34.4% over the perfor-
mance of their individual members.

We also summed the group rankings by scorecard
section and found the two top-perfo rming teams in the
combined-section approach were similarly ranked under
the individual-section approach. In fact, five of the top
six teams in the combined results were in the top six of
the individual-section approach. As such, the combined
results appeared to provide a reasonable approximation
of the performance levels of the groups. A review of the
details underlying the analysis did not provide any evi-
dence that a specific group improved its peformance
by incorporating ideas coded as innovative. Theresults
indicated that innovative ideas were widely dispersed
across the groups and that only one group submitted a
scorecard that included only ideas coded as inappropri-

ate and appopriate.

Goob-QuALITY, MAINSTREAM IDEAS

Our initial questions were:

@ Are poor ideas generated by individuals eliminated
in the group decision-making process (filtering)?

@ Are high-quality ideas generated by individuals
identified and embraced as a worthy idea for the
team’s final report (carry through)?

@ Are the ideas generated by the team likely to
include highly innovative ideas (synergistic idea

development)?

The answer to all three questions is a qualified yes.
Of these three effects, filtering appears to be the most
prevalent, suggesting that the primary benefit of group
decision making in a balanced scorecard context is elim-
inating inappropriate ideas, not introducing appopriate

or innovative ideas. Although these results may be par-
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tially attributed to the fact that the participants in our
study met only once as a group, thereby limiting their
oppormunity to brainstorm and debate, the results still
suggest the potential limitations of group decision mak-
ing in a balanced score cardsetting.

In essence, the team dynamic resulted in good-
quality but fairly mainstream ideas. This is a critical
finding given that the purpose of strategic thinking is to
generate solutions that provide competitive advantage.
Firms are said to have a competitive advantage when
they have implemented a strategy that is unique, novel,
or difficult toreplicate.!> If the team process results in
scorecard objectives and metrics that are mainstream,
they are likely to be similar to those of others in the
same industry. In this case, rather than contribute to an
entity’s competitive advantage, the scorecard may sim-
ply replicate objectives and measures across different
companies, thereby reducing its positive benefits.

F rom an organizational perspective, our findings sug-
gest that the information or ideas fed into the process at
the beginning stage are critical to the development
process. In other words, while the group decision-
making process may effectively filter out inappropriate
ideas, it does not seem to add a significant number of
interesting, insightful ideas. Thus, our results highlight
the importance of group composition. In particular,
groups will not produce a sufficiently large pool of good
ideas without a diverse set of individuals, each with dif-

ferent training, skills, and perspective. B
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