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“Organizations are simply
not prepared to compete
in 21st century markets.”

environment for our markets are intense,” and 72%
agree that “our business model will be under threat
in the next five years,” – Figure 1.  (61% state that
this is already the case). As a further cause for real
concern, more than four times as many participants
agree than disagree that their value proposition
is being challenged by new players in the market.
Unsurprisingly, 87% agree that “technology is
changing the way we do business,” but regulatory
(76% agree) and demographic (67%) changes were
also highlighted as key issues. And yet, only 24%
of organizations are constantly monitoring their
external environment, down from 42% in 2010.
Those who do are 6.7 times more likely to realize
superior financial results. That we live in “continuous
turbulent times,” is an accepted fact.
Anchoring such revealing, and worrying, findings
back to the comment from Dr David Norton,
(Palladium founder and the co-creator of the
Balanced Scorecard and Execution Premium
Process) that “managing strategy is about managing
change,” has far-reaching implications for all whom
work in the strategy management space. The need
to build strategy execution processes that are

Organizations Under Threat
Due to breathtaking advances in technology,
the world is transitioning through a period of
unprecedented social and economic change. Recent
innovations such as big data, social media, and
IT platform based business models are changing
the way people communicate, how economies
operate and how organizations go to market and
secure sustainable competitive success. We live in
“continuous turbulent times,” where marketplace
stability is a thing of the past. But are organizations

prepared for this new world, what challenges are
they facing, and how can they find a sustainable
advantage? Palladium’s 2014 Strategy Execution
Survey, which received responses from 1,266
organizations across the globe, set out to answer
these questions.
The research found palpable awareness of the
impending challenges of this new world. Fully 82%
agree with the statement “changes in the business

robust, yet agile and adaptive will only intensify.
The critical role of strategic leadership will become
more acute. And underpinning these issues, is the
requirement to be much more innovative than in
the past, especially around business model and
customer experience innovation. We analyze the
survey findings for strategy execution, leadership
and innovation in turn and explain how these three
key performance dimensions are fully inter-related
and need to be integrated in strategy management
solutions in successful organizations.
In fact, our survey found that 92% of organizations
who are successfully managing their strategy
execution, strategic risk and strategic initiatives,
as well as aligning their leadership development
to their strategy execution needs and practicing
business model and customer experience innovation
achieved breakthrough financial results. They are
also  21 times more likely to achieve a significantly
better market share than their competitors.
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Strategy Execution
That organizations are generally poorer at strategy
execution than they are at strategy formulation
has long been understood (and indeed was one of
the key reasons for the original development of the
Balanced Scorecard framework in the early 1990s).
This is confirmed through Palladium’s 2014 Strategy
Execution Survey which found that whereas just
45% of organizations believe their overall execution
of strategy is good, much more (61%) state that
that the overall quality of their strategy is good.
More insightful perhaps, organizations now believe
that the overall execution of the strategy is a more
important key success factor for future performance
than the overall quality of strategy itself (92% and
86% respectively).  This confirms Palladium’s long
held belief that an average strategy with excellent
execution is generally better than an excellent
Strategy and average execution.
Tellingly, our survey finds that those organizations
that use Strategy Maps and Balanced Scorecards
are more likely to be better at strategy execution
while also reporting a better overall quality of the
strategy.  We find that 72% of scorecard users
think that the overall quality of the strategy is
strong, compared to 61% generally. Moreover
scorecard users are 50% less likely to believe that
the overall quality of their strategy is poor (10%)
than is generally the case (20%). This might be

because the Balanced Scorecard is, at 49%, the
second most popular tool used by organization to
design and refresh their strategy, behind SWOT
(Strengths, Weaknesses, Opportunities and Threats)
at 61% and just ahead of Financial modeling (55%).
But further probing shifts the Balanced Scorecard
to pole position in what really matters – driving
organizational performance. Organizations using the
Balanced Scorecard are 7.5 times more likely to be
high performing than low performing (55% of high
performers and 7% of low performers) in executing
the strategy.
Furthermore, if organizations are to build the
requisite strategy execution processes that are
agile and responsive, then it will be required that all
organizational levels are aligned to the strategy.
The survey indicates that whereas 22% of
respondents think that their organization is not
aligned to the strategy at all levels, this falls
dramatically to just 8% of those that use the
Balanced Scorecard. Figure 2.
The issue of vertical alignment is a significant
one for organizations, with 54% of organizations
identifying poor vertical alignment as an issue - up
from 46% in 2009. The news is even worse with
regards to horizontal alignment across departments

“Organizations now believe that the overall execution of the
strategy is a more important key success factor for future performance than the overall quality of strategy itself”

and business units, which continues to be a
major concern for organizations, with only 21%
successfully breaking down the silos across buisness
units and functional lines. As Palladium advises
clients, and implements through global best practice
strategy execution methodology, e.g., the Execution
Premium Process, the whole organization should
understand the strategy and their role in executing
it. Tools such as Balanced Scorecard make it possible
to cascade strategy and align the strategy to
business units, departments and individuals.
But although the Balanced Scorecard framework
significantly enhances organizational alignment,
this needs to be supported by other performance
enabling factors if the ultimate reason for deploying
this time-proven approach is to deliver the hoped
for benefits – the execution of the strategy.  

Two long recognized factors in the execution of
strategy are the quality of communications and
information sharing. The Palladium 2014 Strategy
Execution survey finds that 57% of respondents
believe communication of responsibility and
accountability is not clear enough to make it
possible for them to execute decisions and actions,
while 59% think that information sharing between
individuals and business units responsible for
strategy execution is poor or inadequate. In spite
of the technology and tools at our disposal, it is
suprising that communications continue to be a
critical gap. After all, it is now straightforward to
communicate messages to, and share information
with, multiple people located within dispersed
parts of the world simultaneously, at the touch of a
button and the speed of light.
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Another survey finding might shed some light
on why communication and information sharing
is still deficient.  About the same number of
respondents (59%) do not think that the speed of
decision-making is quick enough for them to the
execute strategy successfully. Notably, among
people identifying speed of decision-making as
too slow, 78% confess that their business model
is under threat right now (compared to 61% of
all respondents). In today’s fast-moving world,
such “slowness,” is already hurting organizational
performance. And the pain will only worsen!

survey finds, for instance, that those companies
with strong strategic leadership are twice as aligned
to their strategy at all levels of the hierarchical
structure (50% of highly aligned compared to 25%
poorly aligned). Figure 4.

The “speed of decision making,” has nothing to do
with technology. But it has everything to do with
the quality of leadership. And effective leadership
is the number one success factor for successful
strategy execution, especially in driving buy-in
and alignment deep inside the organization. Our

Further to this, only 9% of organizations believe
they have the capability to fully optimize their
strategic initiatives. Such findings might indicate
a lack of depth of strategy execution in these
organizations, leading to a failure to achieve their
strategic goals.

This was also reflected in the how organizations
are managing their strategic risk and realizing their
strategic initiatives. A full 82% or organizations
identified strategic risk management as important
to the execution of their strategy and yet only 42%
report satisfaction with their work in this area.

Leadership
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Based on this research, we define “leadership
for strategy execution,” as the process by which
organizations ensure that they have the right
leaders and leadership to ensure excellence in the
execution of their strategy. And this is clearly
something that resonates with survey respondents,

Leadership

The greatest weakness identified by all participants
is in managing change: fully 2 out of 3 (62%) think
that the inability to manage change or to overcome
internal resistance to change is a genuine problem
within their organization. Figure 5. 56% say that
strategy execution challenging because it conflicts
with existing power structure – overcoming this is a
change issue and one that can only be resolved by
senior leaders.

Leadership
Based on rigorous research and client-facing
experience, Palladium has done much work in recent
years in uncovering and codifying the required
leadership factors for successful strategy execution,
spearheaded through our 3-year “Leadership
for the Execution of Strategy” global research
project (in which we analyzed approximately 1,000
organizations around the world) with the Australia
Government’s Australian Research Council and
our academic partners Monash University and the
University of Queensland,
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fully 96% of whom think that strategic leadership
is key to their future success. However, they also
report a gap between importance and capability,
with one out of two (51%) stating that that the
quality of the strategic leadership is currently not
satisfactory. Alarmingly, 67% of Board members,
CEOs and MD studied did not believe that their
current leadership development approach was
providing the skills that their leaders need to
successfully execute their strategy. There seems to
be a lack of executive stewardship of the execution
of the strategy and even of the strategy itself.
According to the survey, only 41% of respondents
recorded strong stewardship from the C-Suite,
potentially leading to a lack of prioritization and
focus on the strategy’s execution within the
organization.

Returning to Dr. Norton’s mantra that “managing
strategy is about managing change,” the poor
performance of leaders in change management is
a very worrying finding. If leaders cannot manage
change they cannot manage strategy. And given
the amount of change, and from myriad directions,
that organizations are facing right now and which
will intensify over the next few years, being poor
at change management will have potentially fatal
consequences for many organizations. In fact, for
those who identified change management as a
major problem, more than 75% claim that they are
poor at strategy execution. As one example of how
this is already playing out, the very organizations
that are under threat in the market are the same
ones who are poorest at change (eight times more
likely to find this a major problem compared to
those whose value proposition is not under threat).
Overall, we found that change management success

is highly correlated to execution success and
organizational performance with no organizations
who excelled at change management performing
poorly at strategy execution.
According to respondents, the three most
commonly used leadership development approaches
are internal coaching (used within 38% of
organizations), structured leadership development
programs (36%) and 360-feedback (35%). But
only 26% of organizations are aligning their
leadership development to their execution needs, i.e.
“leadership for execution.” However, “leadership for
execution,” – central to which is creating a sense of
urgency and making a compelling case for change
that commits the entire organization - in good or
bad times - brings much higher returns, the survey
finds.
In terms of overall strategy execution performance,
organization aligning their leadership development
to their strategy, i.e. “leadership for execution,” are
22.7 times more likely to be high performing (68%
of high-performers/3% of low-performers) against
eight times for internal coaching, 8.7 times for
structured leadership development programs and
6.7 times for 360-feedback. Figure 5.
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Focus
Character

Characteristics

Engagement
Emotional Acumen

Culture
“Leadership for execution” brings stronger results
than traditional leadership approaches because
it matches with what employees need: providing
leaders with the skills they need within the context
of their organization to successfully execute their
strategy.
Through ongoing research and field observations,
Palladium has been able to more fully describe what
leadership for strategy execution looks like. We have
codified this into a robust methodology for aligning
leadership and execution, the 4C’s of leadership.
Figure 6.

issues facing organizations today, however fully
82% or organizations studied believed that do not
have a strong argument to attract and retain these
very people. Our survey found that organizations
with a positive organizational culture are 11
times more likely to attract and retain essential
employees, yet only 16% of organizations believe
they are genuinely able to sustain such a culture.
Added to this, more than half (56%) of organizations
identified their current incentive system as a barrier
to successfully executing strategy. Together, these
aspects are creating significant barriers to sustained
organizational success in a highly complex business
environment.

Process
Fitness

Complexity
Industry Maturity

Context

Conditions

Momentum

Environment

Resource
Optimization

A wave of recent research has identified attracting
and retaining essential employees as one of the key

Learning

Capabilities
Our survey found that organizations with a positive organizational
culture are 11 times more likely to attract and retain essential
employees, yet only 16% of organizations believe they are genuinely
able to sustain such a culture. Added to this, more than half (56%)
of organizations identified their current incentive system as a
barrier to successfully executing strategy.

Agility

Communication
Change
Management

Figure 6
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Innovation

Innovation
If we need to build better leadership models
we need to do the same for innovation. Many
executives find their organizations in a rapidly
changing environment that is threatening the core
profit engine; in every economic sector disruptive
changes are underway and accelerating- driven
by technological advances, shifting demographics,
regulatory changes, and new competitors. Our
respondents are in agreement (93%) that innovation
is a key factor to their future success, 2.3 times
more than in 2009. Yet, just 36% believe they
are good at innovating. Indeed, most respondents
believe that they are poor at all forms of innovation
studied, including incremental innovation (product/
service and process innovation), Customer
Experience innovation and Business Model
Innovation (reinventing aspects of an organization’s
Business Model – its value proposition and
operating model). 16% do not use any innovation
at all. In a time of such critical disruptions, this is
indeed concerning.

Incremental innovation, which primarily entail new
product/service development or enhancement or
continuous process improvement, is clearly a topof-mind worry for organizations today, most of
whom have deep concerns regarding their product/
service quality and ability to meet client demands.
Three out of four respondents do not believe
that the quality of their products and services is
significantly better than their competitors and
perhaps a more pressing concern only one out of
five respondents think that their organization is
genuinely able to satisfy their client needs (which
leads to serious worries over defection). It is
unsurprising therefore that 76% of organizations
have active programs and resources dedicated
to either product/service innovation or process
innovation. However, such incremental innovations
do not seem to be paying dividends, as more than
eight out of ten respondents (81%) are skeptical
about their organization’s ability to develop new
products and services that are strong enough to
overcome threats from other market players.

We argue that incremental innovation will never be
sufficient to achieve sustainable success in today’s
“continuous turbulent times.” More attention has to
be paid to Customer Experience and Business Model
Innovation.

analogues, embedded assumptions and other such
tools would be well advised to heed the following
finding: those organizations that are using Business
Model Innovation are 13 times more likely to be
high performing in the execution of their strategy.

Given the pressing concerns regarding the
robustness of their business models (we have noted
that respondents demonstrate a genuine pessimism
regarding their company’s business model (61%
think their business model is under threat now) 72%
say that it will be under threat within the next 5
years, and even among financially high-performing
companies, 48% think their Business Model is under
threat now and 56% think it will be within 5 years),
it is of concern that only 23% of respondents say
that a Business Model Innovation mechanism is
in place within their organization (to which active
programs and resources are dedicated).Figure 7.
The vast majority that are not proactively applying
Business Model Innovation techniques such as
the experience co-creation, blue ocean strategy,

Equally concerning is that only 12% of organizations
practice customer experience innovation (such as
customer co-creation). With 60% of organizations
reporting that their value proposition is currently
being challenged and only 36% believing that the
satisfaction of the customer base is sustainable, this
omission should be of serious concern to executives.
Those who are active in this area are 12 times more
likely to be market share leaders and 37 times more
likely to be top quartile financial performers.
What is clear from this is that organizations must
revisit their portfolio of innovation to achieve a
better balance between incremental innovation and
business model and customer experience innovation
in order to succeed in this business environment.
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Conclusion
The respondents to Palladium 2014 Strategy
Execution Survey are almost universally in
agreement that we are either in, or about to enter
very challenging and unpredictable times. Threats
from new market entrants are putting significant
pressure on the very business models that are used
to deliver value to customers. Organizations are also
very aware of what will be required to win in such
difficult times:  strategic leadership (cited by 96%
of respondents), innovation (93%) and excellence
in strategy execution (92%), all being three “must
have” capabilities. Figure 8. This suggests that

organizations know what they need, but are failing
to invest sufficient resources into these critical
areas - leading to a lack of resilience. Those that
are taking action have a significant advantage over
those who do not, with 92% of organizations that
are successful across these three areas achieving
breakthrough financial results and a significantly
higher market share (21 times). Figure 9. In fact, of
those organizations that fell into this category, none
were performing worse than their competition in
either financial results or market share.

Without question, excellence in strategy execution
will require a greater focus on innovation (and in
particular Business Model and Customer Experience
innovation) if organizations are to embed the agility
required to fend off increasingly sophisticated and
rapacious competitors. But if we were to point
to one capability that organizations must become
much better at it is strategic leadership. What
is required for the competitive battles ahead are
leaders that can make and communicate compelling
cases for change (even in good times when the
financials are healthy), who can then align the

whole organization behind that strategic agenda,
who can engage employees and put in place the
mechanisms by which creativity and innovation
and learning from successes and failures are an
everyday reality. But such leadership capabilities, or
leadership for strategy execution, are not confined
to the very top echelons of the enterprise, but must
be inculcated at each hierarchical level. Those
organizations that achieve this will view“continuous
turbulent times,” as little more than business as
usual and will reap the corresponding rewards.
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Palladium Group, Inc. is the global leader in helping organizations solve pressing strategy execution challenges. We are dedicated to understanding and addressing the strategic issues that drive
successful results. Founded by Dr. Robert S. Kaplan and Dr. David P. Norton, we help clients achieve
superior performance through a set of integrated consulting services. We deliver tangible results,
building enduring internal capabilities with supporting technologies and education programs. Our
approach combines expertise in proven strategy execution with integrated change management and
leadership development programs. Our methods include the Execution Premium Process™ (XPP™), the
Kaplan-Norton Balanced Scorecard™, and other best-practice frameworks that translate concepts
into programs that deliver measurable results. The benefits of our approach are demonstrated in
the Balanced Scorecard Hall of Fame for Executing Strategy®, which recognizes organizations that
improve performance through outstanding execution. Our offices located throughout the Americas,
Europe, the Middle East, and Asia-Pacific enjoy a successful track record with over 700 clients.
www.thePalladiumGroup.com
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