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“...the state comes into existence, originating in the bare needs of life, and
continuing in existence for the sake of a good life.”

- Aristotle

1. The Big Picture: Sustainability as a Framework for
Action

At the onset of the 21st century, the interplay of environmental, economic, and social aspirations —
commonly called sustainability — is beginning to inform planning, design, and business decisions around
the globe. Groups as diverse as the World Economic Forum, the United Nations, and the International
Chamber of Commerce are now using sustainability4 as a strategic compass. These groups see
sustainability as offering an exciting new value proposition — an opportunity to differentiate their product
and service offerings, increase the value they provide to customers, and potentially command premium
prices in the marketplace.

For municipalities, the motivations to become sustainable are somewhat different. Sustainability is not a
new concept for a city; the provision of a good, “sustainable” lifestyle — safe, secure neighborhoods, clean
air and water, and affordable housing is at the core of any city’s mission and strategy. Sadly, many cities
have seen their ability to implement this strategy fail to keep pace with the stresses on city government.
Energy and effort is focused on individual symptoms of non-sustainability without a systems-based view
of the whole. And so it is that sprawl, spiraling house prices, water quality and quantity, and other
stresses routinely capture the attention of mayors, city councils, employees, and the public.

Against this backdrop, the City of Seattle is renewing its emphasis on sustainability. The City has long
been known for its commitment to community and social equity, environmental stewardship, and
economic opportunity and security. This commitment permeates the Comprehensive Plan, the planning
and policy document that articulates a vision of how the City might grow in ways that reflect, and sustain,
citizen values through 2014. Still, tremendous opportunity remains for the city to become more livable. To
get there, what is needed is a framework to guide the City’s planning and decision-making in this regard —
a strategic lens through which economic, social, and environmental challenges are viewed as
interdependent parts of the same system. If sustainability is viewed as the framework that guides the
design and delivery of Seattle’s strategy, the connections implicit in the City’s mission are made explicit.
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Equally important, sustainability becomes the vehicle to catalyze performance improvement in the face of
the stresses any city must confront (figure 1).

FIGURE 1. THE OPPORTUNITIES AND BENEFITS OF MANAGING FOR SUSTAINABILITY
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2. A Framework that Complements Existing Tools and
Techniques

One of Seattle’s enduring strengths is a populace that is committed to preserving and improving Seattle’s
quality of life and is actively engaged in public policy across a wide range of issues — from efforts to
accommodate a growing population to library design. To extend the legacy of these efforts and embed
sustainability in the business of city government will require a framework that:

» 0 Guides the collection and dissemination of information to communicate the City’s sustainability
mission and strategies

» 0 Fosters management decisions that reflect the interrelated nature of the City’s goals

» 0 Measures, tracks, and drives performance improvement toward common objectives.

In other words, it will require a framework that assists the Mayor, Council, and employees in effectively
implementing the City’s strategy for achieving sustainability across all City departments.

21 The Challenge of Strategy Implementation

For nearly 20 years, an expanding body of empirical and anecdotal evidence suggest that the
overwhelming majority of strategies fail not because the strategies are flawed, but rather because of poor
implem(—:‘ntation.5 The root causes of poor strategy implementation are threefold:

» 0 The tools for measuring strategies have not kept pace with the strategies themselves, which
increasingly emphasize intangible rather than tangible assets.

» 0 Knowledge-based strategies do not “fit” well in organizations designed for the industrial-age. Today,
advantage comes from the intangible knowledge, capabilities, and relationships created by
employees, and effective strategy implementation requires that all business units, support units, and
employees be aligned and linked to the organization’s strategy.

» (] Most organizations lack an effective process to involve front-line workers, those who are ultimately
charged with implementation. As a result, most organizations find it hard to “translate” strategy in a
way that is relevant to and motivates front-line workers.

2.2 Meeting the Challenge: The Balanced Scorecard

In order to meet the strategy implementation challenge, the organization must have a system to measure
implementation progress over both the short and long term, as well as over a range of dimensions.® One

° Noteworthy examples include Walter Kiechel's 1982 study for Fortune magazine that suggested fewer than 10% of
strategies were effectively implemented; and Robert Kaplan and David Norton’s recollection in The Strategy-Focused
Organization (2001, 1), that “a 1999 Fortune cover story of prominent CEO failures concluded that the emphasis

placed on strategy and vision created a mistaken belief that the right strategy was all that was needed to succeed.”
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of the most compelling and successful approaches in this regard is the Balanced Scorecard (BSC).7 The
BSC approach has gained wide acceptance in the private sector, and is increasingly being used in the
public sector as well. Prominent examples in this latter regard include the State of Washington (see the
salmon recovery scorecard, www.governor.wa.gov/esa/scorecard); the City of Charlotte, North Carolina;
the City of Calgary, Alberta; and the City of Manukau, New Zealand. The primary benefit of the BSC
approach is derived from the use of “strategy maps” that link performance, in a leading and lagging
manner, across each of four performance areas: learning and growth; internal business process;
customer; and financial.

The underlying theory is that improvements in learning and growth (competency development) lead to
improvements in internal business processes, which in turn enhance the customer’s experience with a
product or service, resulting in strong financial results. The measurement of cause-and-effect
relationships in strategy maps shows how intangible assets are transformed into tangible outcomes. Put
another way, they show how short-term efforts and investments in people and processes can be
translated into long-term value.

The value of the BSC is that it allows one to map the long-term vision and strategic intent of an
organization down to day-to-day activities. In this way, strategy is made meaningful to everyone in an
organization. A key part of making the approach work is the development of performance measures that
consider the importance of all four BSC performance areas.? The scorecard can be thought of as the
“recipe” that enables ingredients already existing in the organization to be combined in the right way to
create long-term value. An example of a generic municipal scorecard is provided as Figure 2.

®Financial measures, for example, are lagging indicators that report on the consequences of past actions. Exclusive
reliance on financial indicators promoted short-term behavior that sacrificed long-term value creation for short-term
Eerformance.

The Balanced Scorecard (BSC) has been popularized by a series of articles in the Harvard Business Review, and
two books, The Balanced Scorecard (1996) and The Strategy-focused Organization (2001), all written by Robert
Kaplan and David Norton.

®n its recent report on sustainability in the Pacific Northwest (This Place on Earth 2002), the Seattle think-tank,
Northwest Environment Watch, reinforced the need for performance measurement that includes more than financial
information: “The Northwest's chosen indicators should spring from the region’s values, its aspirations for the future.
Financial security ranks high among those values, so it is fitting that the Northwest monitor its financial capital. Butit
is not fitting that financial measurements should overwhelm all others.”
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FIGURE 2. GENERIC PUBLIC SECTOR SCORECARD WITH SAMPLE THEMES,
OBJECTIVES, AND MEASURES
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3. Modifying the Balanced Scorecard to Address
Sustainability

One of the most useful features of the BSC is its capacity to take into account short-term, non-financial
success factors that ultimately affect strategic outcomes. This holistic view makes the BSC a promising
starting point to incorporate environmental and social factors into the overall management system of an
organization. Considerable recent effort in Europe has been directed at the creation of “sustainability
scorecards.” ° Viewing sustainability within the BSC helps to overcome the shortcomings of many
conventional approaches to management which typically separate environmental and social issues from
core strategic management. In the emerging conceptual framework, financial, social and environmental
considerations are woven into a single and overarching strategic management tool.

To make the BSC effective as a management framework for sustainability, especially in the public sector,
it must be modified in three ways:

» 0 The order and importance of the financial measure must be changed to recognize that the primary
purpose of government is not to “make money”, but to improve “quality of life”.

» 0 The financial measure must be broadened to incorporate non-financial attributes such as
. . 10
environmental and social performance.

» [ The customer component must be expanded to include other key stakeholders.™

° Prominent examples include Frank Figge et al. (2002), “The Sustainability Balanced Scorecard — Linking

Sustainability Management to Business Strategy” (forthcoming in Business Strategy and the Environment);and Frank
Figge et al. (2001), “The Sustainability Balanced Scorecard — A Tool for Value-Oriented Sustainability Management in
Strategy-Focused Organizations”. Conference Proceedings of the 2001 Eco-Management and Auditing Conference.

1 Kaplan and Norton (2001, 136) use the term “value and benefit” of service to address what we have called quality

of life. The State of Washington in its application of the BSC has adopted the same language.

1 Such an expansion was recommended in Johnson (1998), and is consistent with stakeholder theory and Kaplan
and Norton (2001, 136) who recognize “legitimizing authorities” as a target stakeholder group whose support and

satisfaction are required for success in the public sector.
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The next step is to develop a strategy map which populates the new conceptual BSC model with specific
performance objectives, and to do so for each of the City’s key strategic themes — efficient mobility,
strong and vital neighborhoods, and public safety (figure 3).

FIGURE 3. HIGH-LEVEL SUSTAINABILITY STRATEGY MAP FOR THE CITY OF SEATTLE
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Figure 4 translates the strategy into the scorecard itself. This scorecard forms the basis on which
performance metrics can be monitored at the city level. Additionally, it is the foundation for department-
specific scorecards that support the City-wide scorecard.
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FIGURE 4

HIGH-LEVEL BALANCED SCORECARD FOR THE CITY OF SEATTLE
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4, Conclusion

In order to ensure that sustainability is embedded in City government—including implementation of its
Comprehensive Plan—a framework is needed to guide City planning and decision-making. With such a
framework in place, the City is in a better position to advocate and drive sustainability efforts:

» Through its own programs and services.
» By setting an example to others.
» Through its leadership as a policy regulator.
The framework should link the City’s mission with specific strategic outcomes, foster management

decisions that support the City’s interrelated goals, and employ performance metrics to track progress
toward sustainability goals.

The Balanced Scorecard (BSC) represents perhaps the most critical component in that framework. It can
be leveraged to track progress not only over time, but across different performance areas, including:
learning and growth; internal business process; customer; and financial. Before applying the BSC to City

efforts, the model should be tailored for the public sector to address sustainability, and to reflect the City’s

mission beyond the financial element. The final scorecard framework should measure quality of life, not
just monetary issues, by incorporating attributes such as environmental and social performance.

The City already has a process—Managing for Results or MFR—to communicate to constituents how it is

utilizing resources to improve quality of life. The MFR and BSC approach complement each other;
combined, they provide a framework that:

» Incorporates an organized approach to strategy building that forces clarity and consensus.

» Utilizes a process for analyzing performance and performance drivers, which allows the City to
manage for results.

» Smart cost-cutting that emphasizes the most critical elements needed for strategic success: effective

internal processes and appropriate employee skills.

Aligning the MFR process with the BSC approach can be considered an important first step in embedding

sustainability into the minds of managers and employees charged with implementing City projects and
policies.
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