Using the Balanced Scorecard to
plan and review your strategy
What is the Balanced Scorecard and why is it important?
Traditionally, the success or failure of a company has been measured on purely financial measures such
as profit and loss, the state of the balance sheet, or the cash position of your organisation. But as you
know, there are many more elements to a successful social enterprise than the bottom line.
The Balanced Scorecard is a tool to help you plan and measure your strategy beyond this financial
element by bringing in additional non-financial criteria to measure success. It is a relatively simple
exercise that can help you manage and improve your enterprise’s performance against your social or
environmental aims and objectives. It will also help you plan your activities to ensure you are meeting
your long-term strategy.
The Balanced Scorecard was initially adopted and developed by Robert Kaplan and David Norton and
has been widely used as a tool to manage performance in the commercial sector since the 1990s. The
version presented in this guide has been adapted to suit the strategic requirements of a social enterprise.
It can be used both as a strategic planning exercise, such as when writing your business plan or
organising a strategy day, or as a performance management tool to use when reviewing your
organisation’s performance.

When can you use the Balanced Scorecard?
The Balanced Scorecard is a very useful tool to guide you in developing, reviewing or evaluating your
strategy. You can use it anytime, but it is particularly useful to work on your Balanced Scorecard once you
have carried out a few initial steps.
If you answer yes to the following questions, it is probably the right time to develop a Balanced
Scorecard. If not, you should try to complete these steps first to ensure that the Balanced Scorecard is a
useful and practical tool that is aligned with your overall strategy:
-

Have you carried out your market research and identified your stakeholders?
Did you complete a SWOT and PEST analysis for your enterprise?
Do you have clearly set organisational aims and objectives and defined vision and mission
statements?
Have you defined your products and services and how you will deliver them?
Have you defined what success looks like for your enterprise?

You can use the ‘What, Why, How’ planning tool as a stepping-stone before launching into a full Balanced
Scorecard exercise. It is also strongly recommended that you involve other people in your organisation
and complete the tool together.

How does it work?
The Balanced Scorecard presented overleaf uses four criteria that are particularly relevant to social
enterprises:
•
•
•

Social Impact – this is usually where social enterprises start; you want to do something for
society or the environment that will make the world a better place, and you have defined this in
your vision and mission or in your aims and objectives.
Business Model – this is about how your enterprise operates and the way in which your products
and services support your social impact.
Organisational Development – this is about the way you develop and grow your organisation,
including how you recruit, promote and train your staff to deliver your social impact. Note that for
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•

certain types of social enterprises this can also be the main way they achieve their social impact,
such as social firms (enterprises that employ a proportion of people that are severely
disadvantaged in the job market).
Financial Return – this is about being financially sustainable. No matter how well your enterprise
meets its social impact, if you do not have the cash flow to pay your invoices or are not financially
viable in the long term, you will go out of business and will not be able to continue meeting your
social impact objectives.

The diagram below illustrates what a Balanced Scorecard looks like:

Using the standard balanced scorecard normally involves four stages:
1. Set organisational objectives in the short, medium and long term. This could be for example, this
month (short term), in six months (medium term) and in two years (long term). Four to six objectives
are normally enough. You should have already defined social enterprise aims and objectives that you
can use or review for the Balanced Scorecard. If you haven’t yet got aims and objectives, see our
guide on Setting your aims and objectives.
2. Write down your objectives and allocate them to the appropriate sections of the Balanced
Scorecard.
3. Assign tasks and resources that will be required to meet each objective. As those tasks are
completed, you will know that you are on track to achieving your objectives.
4. Monitor progress against the Balanced Scorecard and review your activities in light of your
objectives regularly.

Social enterprise example
A start-up social enterprise wishes to provide training for young people who are not in employment,
education or training (NEETS) to increase their employability.
Social Return
The enterprise begins drawing up the Balanced Scorecard by looking at their social impact objectives.
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They decide that:
• In the short term: they want to begin training with two groups of ten beneficiaries as soon as
possible.
• In the medium term this will rise to an additional 80 beneficiaries. They also want 50 of the
beneficiaries to have work placements throughout the course of the programme.
• In the long term the aspiration is for ten of the beneficiaries to be in a stable permanent job and
for 80% of the participants to report an increase in their confidence.
• These outputs and outcomes are captured on the Balanced Scorecard in the appropriate space.
Business Model
In order to achieve this social impact the social enterprise must deliver a product or service through its
business model. In this case the enterprise begins by piloting a series of training courses paid for by the
local statutory sector, for instance through a Job Centre Plus contract. Over time this is scaled up to
support the increased number of young people using the programme.
Organisational Development
A work placement scheme is also put in place for the beneficiaries that have completed the training
programme. The idea is that in the long term, some of the placements will be made permanent within
local companies. To help ensure that these placements are available and effective for as many
beneficiaries as possible, the social enterprise offers a staff support, development and mentoring
programme to the local companies providing the placements. This could be all or part funded by the
companies, or even by the public sector.
In order to ensure this business model works, the social enterprise has to develop its skills and capacity.
They begin by incorporating the enterprise, and by appointing a programme coordinator and a qualified
trainer/tutor. The capacity of the organisation is then increased by recruiting an additional qualified tutor,
an accredited assessor and a placements coordinator. In the long term the social enterprise will need
infrastructure in place to manage the internal and external development of the business, such as staff
training and facilities management.
Financial Return
All of this activity will incur costs which means funds are needed. In the short term, expenditure (including
start-up costs) may be larger than the income of the organisation. Over time, however, training volumes
will increase, generating more revenue for the organisation. Increasing the scale of activities is also likely
to make the organisation more efficient which will reduce its costs. The new services will continue to
generate income and contribute to the long term sustainability of the organisation. However, there will
also be significant cost implications to delivering the placement programme and the mentoring scheme.
The main costs will be related to the staffing costs, and knowing this in advance will help significantly in
the planning of resources.
An example of the Balanced Scorecard used by this organisation can be seen overleaf.
To make sure your own Balanced Scorecard is a working document, keep it to hand - don’t file it away in
a drawer. Perhaps keep it on one page and pin it up over your desk, or scan it and use it as the wallpaper
on your computer desktop. Once completed, the Balanced Scorecard can help you centralise many of
your other documents and ensure that your activities, objectives and overall strategy are aligned at a
glance. Refer to it when developing or reviewing your marketing strategy, operations, capabilities and
finances.

Looking at new opportunities
The Balanced Scorecard can also be used as a tool to evaluate potential opportunities and to compare
different scenarios in terms of scale of social impact, financial investment, financial return and business
model. Use it to help you assess the value of different opportunities for your enterprises and look into the
risks associated with each opportunity.
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Further information
Read our guide to Defining success and the triple bottom line:
www.bllondon.com/SocialEnterprise/Monitoringandevaluation/Definingsuccessandthetriplebotto
mline.aspx
Read our guide to Understanding and measuring social impact:
www.bllondon.com/SocialEnterprise/Monitoringandevaluation/Understandingandmeasuringyours
ocialimpact.aspx
Read our guide to Leading and managing your team:
www.bllondon.com/SocialEnterprise/Operations/HumanResources/Leadingandmanagingyourteam
.aspx
Read our guide to Delivering your services on time and on budget:
www.bllondon.com/SocialEnterprise/Operations/Planning/Deliveringontimeandonbudget.aspx
Read our guide to Setting your aims and objectives:
www.bllondon.com/SocialEnterprise/SettingUp/Settingobjectives/Settingaimsandobjectives.aspx
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