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Abstract 

The House of Strategy is a strategic management tool that combines the balanced 

scorecard approach with stakeholder theory. The House of Strategy consists of a roof 

with a vision, a target image, and a key result indicator, and the body of the house 

consists of a matrix of the strategic themes and the stakeholders necessary for the 

organization to reach its objective. 

This thesis describes how the House of Strategy can overcome some of the challeng-

es with the balanced scorecard and stakeholder theory. It does so by diving into the 

pros and cons of the balanced scorecard in terms of developing strategy, implement-

ing strategy, and creating alignment among internal as well as external stakeholders.  

Alignment is also a key factor when describing stakeholder theory. Here the empha-

sis of this thesis is on defining the right stakeholders in order to create shared value 

among the organization and the involved stakeholders, and how the House of Strate-

gy can help align the stakeholders in order to obtain success with a strategy.  

Communication and the role of communication managers in developing and imple-

menting strategies is a consistent part of this thesis that shows how the House of 

Strategy can help solve the most important issue for communication managers, who 

are struggling to link business strategy and communication. Furthermore, the House 

of Strategy will help communication managers show the impact of their work by 

providing indicators to measure the value of communication when implementing 

strategy. 

For playing a larger role in strategic management and in developing strategies, this 

thesis suggests that communication managers take on the role of a stakeholder rela-

tionship manager or stakeholder “ombudsman.” Yet, it concludes that communica-

tion as a tool in itself is not enough to get communication managers an invitation to 

the strategy room – communication managers need to learn and master other tools of 

strategic management as well. 
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1. Introduction 

Linking business strategy and communication is, according to the European Com-

munication Monitor 2014, the most important issue for communication management 

in Europe until 2017. This issue will probably remain the most important in the fol-

lowing years as well. 

There is little doubt in the business world that communication is important for strate-

gies to be successful. Neither is it a new idea that communication is essential to se-

cure the internal alignment, and make employees internalize the tasks or processes 

required of them in order to play their part in making a strategy come to life and real-

izing a whole that is greater than the sum of the parts.  

In his introduction to the revised 1987 edition of the book Corporate Strategy by Igor 

Ansoff, the late sir John Harvey-Jones states that in his ideal organization, everyone 

from the shop floor to the managing director would give the same answer when 

asked what issue was the most important currently facing the organization. He high-

lights how the Japanese are great competitors because they spend a lot of time decid-

ing what they are going to achieve with massive involvement at all levels: “When 

they have achieved this clarity there is little problem of communication since every-

one has been involved in the production of the plan and understands the objective 

and their role in it” (Ansoff, 1987). 

Whether or not the statement regarding how the Japanese develop their strategies can 

be scientifically proved is beside the scope of this thesis. But within the scope is to 

search for means where communication managers can help their organizations 

achieve the clarity mentioned by Harvey-Jones when they develop and implement 

new strategies. 

1.1 The power of a well-known strategy 

It takes a well communicated strategy for everyone from top management to the shop 

floor to be able to give the same answer when asked what the most important issue 

they are currently facing is. This requires a set of Key Performance Indicators that 

are easy to understand, and easy for all employees to identify with.  
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An organization can leave it to the communication managers to make sure that these 

KPI’s are communicated loud enough for everyone to hear. But the wiser strategy 

developer would probably utilize the knowledge of the communication department 

already when formulating these KPI’s.  

The same is true for the vision and mission statement of the organization. All man-

agement students have at least once heard the story of President Kennedy visiting 

NASA headquarters and being met by a janitor sweeping the floor, who claimed he 

was helping put a man on the moon. Along the same line is the story of Sir Christo-

pher Wren, who supervised the rebuilding of St Paul’s Cathedral in London after the 

Great Fire of 1666 and during a visit asked several stone masons what they were do-

ing. Some of them were stabling stones, but the most productive was, “building a 

cathedral for the almighty.” 

Again, historically true or not (after all, why would the janitor be sweeping the floor 

during a presidential visit?) these stories underline the need for effective communica-

tion when trying to achieve high goals where the involvement and engagement of a 

large number of people are essential in order to reach these goals. Because, as Har-

vey-Jones puts it in the very same paragraph as mentioned before: “The task of lead-

ership, after all, is to obtain extraordinary results from ordinary people (Ansoff, 

1987).” 

So now the one question that remains is: How do you do that? 

1.2 A brief introduction to The House of Strategy 

Some tools and management theories have stayed around long enough to prove that 

they actually have an impact. This Master’s Thesis is built around two such tools and 

theories: Stakeholder Theory, and the Balanced Scorecard. It will look into how a 

tool named the House of Strategy can combine these two theories and raise the like-

lihood of “obtaining extraordinary results from ordinary people”. 

Although the term stakeholder was well described in the literature prior to that, 

stakeholder theory is associated with Professor R. Edward Freeman’s book “Strategic 

Management – A Stakeholder Approach” from 1984. Freeman’s basic view is that in 



11 

 

order to be successful, a business has to create value for all its stakeholders, not just 

the shareholders. 

The balanced scorecard is a tool rather than a theory. Briefly told it is a system to 

measure and monitor the performance of a business using a mix of financial and non-

financial measures that need to be fulfilled in order for an organization to reach its 

objective. It was first described in 1992 in an article in Harvard Business Review by 

Robert S. Kaplan and David P. Norton. The balanced scorecard as well as stakehold-

er theory will be described in detail further on. 

The balanced scorecard has great potential in order to help making a strategy opera-

tional and clarify for each employee what their role is. Stakeholder theory helps a 

business look at itself in a broader perspective and outline all the stakeholders that 

are necessary for a strategy to be a sustainable success. 

So if you combine the two there should be great potential to make a strategy opera-

tional and motivational for the employees, satisfy the financial interests of the share-

holders and other financiers, meet the demand of customers, keep the suppliers hap-

py, create harmony with the local community, secure alignment with the policy mak-

ers and/or balance the interests of all other stakeholders necessary to reach the objec-

tive of that particular strategy. 

That is the aim of The House of Strategy. 

The House of Strategy is developed by Dr. Walter Schmidt and Dr. Herwig Friedag. 

They have combined the balanced scorecard approach with stakeholder theory into a 

matrix that makes strategic decision makers coin what needs to be done regarding 

each of the most important stakeholders on each of the necessary actions in order to 

reach the overall objective. This creates a very visible understanding of which ac-

tions are necessary by and for whom in order to turn a vision into operational goals 

that create value for all stakeholders. 

This master thesis will look into how the House of Strategy can solve some of the 

known issues with stakeholder theory and the balanced scorecard in order to make 

strategies operational and create value for the involved stakeholders. At the same 
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time the aim is to highlight the role of communication in raising the likelihood of 

success for organizations going through a change in their strategy. 

1.3 Research Question 

This leads to the following research question: 

To what extend can The House of Strategy overcome the challenges with developing 

and implementing strategy using Stakeholder Theory and the Balanced Scorecard? 

1.4 Methodology and Literature Review 

The aim of this thesis is to bring forward new insight that can answer the research 

question and at the same time bring new insight into the role of communication man-

agers in the process of developing and implementing strategy. For the business world 

this can be very relevant as implementing a new strategy is a major change process, 

and as it shall be described later, the majority of changes processes fail. 

This new insight has been sought in literature and theories making this thesis theory 

based and to a large extend based upon stakeholder theory and the balanced score-

card. 

Freeman’s book “Strategic Management: A Stakeholder Approach” from 1984 is 

generally cited as the foundation of stakeholder theory. Other scholars before him 

have used the word stakeholder and spoken of the need for businesses to look at 

themselves in a more societal perspective than merely at their customers and financi-

ers to obtain success. However, Freeman developed this further and systematically 

tried to identify and describe the groups that form the stakeholders of a corporation 

from a management perspective, and that way address the principle of who or what 

really counts. 

Since then, various books and articles have been written about stakeholder theory, 

from a practical as well as from a theoretical perspective. From the theoretical per-

spective, Donaldson and Preston (1995) describes it as a theory with three aspects – 

descriptive, instrumental, and normative – that are nested into each other. In the de-

scriptive aspect, stakeholder theory presents and explains relationships in the external 

world. This is supported by the instrumental value where certain results will be ob-
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tained, if certain practices are carried out. However, they argue that the central aspect 

of the theory is normative: “…insofar as it presumes that managers and other agents 

act as if all stakeholders’ interests have intrinsic value (Donaldson & Preston, 1995, 

p. 74).” In this thesis I have accepted these three aspects with the normative aspect at 

the core, and thus accepting it as a fact that executives agree, or can be convinced, 

that they need to cater to the interests of their stakeholders to achieve success. 

One problem that I find with the works of Freeman, including his later books, is that 

from a business perspective it lacks practical guidelines. Despite the management 

approach in his books, the readers must search long and hard for how to actually ap-

ply the theory in a strategic context. Even the 2010 book “Stakeholder Theory: The 

State of the Art” seems more keen on discussing the theoretical discussions than on 

bringing insight into how the theory can improve strategic management in practice.  

Where stakeholder theory in that aspect suffers from having a deductive approach, 

the balanced scorecard is quite opposite. It is a tool rather than a theory and among 

the general criticism from the scholarly world is the lack of academic references in 

the original texts by Kaplan and Norton. 

Generally, Kaplan and Norton followed a more inductive approach as they observed 

the impact when they worked with the balanced scorecard approach the first time 

with the company Analog Devices and recognized some patterns upon which they 

build their model. Theories like agency theory and systems theory can be used to 

analyze how their model works in a theoretical context, but like Kaplan and Norton 

themselves, I have chosen a more practical approach in this thesis as I from a busi-

ness perspective consider it more interesting how it works and how to get it to work 

even better, than to discuss what it is. 

However, this could be an area for further research as a deeper theoretical foundation 

about the balanced scorecard might actually be able to ease the practical implementa-

tion of the tool and add to the likelihood of success. An often cited quote by social 

psychologist Kurt Lewin says that, “there is nothing so practical as a good theory.” 

Since their initial article about the balanced scorecard in Harvard Business Review in 

1992, Kaplan and Norton have written several books on the subject, each adding an-
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other layer on the practical implementation of the tool – which does not necessarily 

make it easier to implement the balanced scorecard. Perhaps a better defined theory 

about the tool could help simplify this implementation process. 

Despite the fact that this thesis is primarily based on a theory rooted in 1984 and a 

tool initially described in 1992, I have initially looked to a few even older sources to 

understand the foundations of these works, and then searched for more contemporary 

literature to monitor the evolution of these fields. 

The bibliography of course extends far beyond Freeman, and Kaplan and Norton as 

other scholars and theories are brought in to supplement their thoughts and ideas – 

especially in the areas where I look into how their work can be combined with the 

work of communication management. 

Some interesting areas for further research following this thesis would be to find or-

ganizations where the communication managers are already acting as the stakeholder 

relationship manager or stakeholder “ombudsman” and measure the impact. And of 

course to find organizations that have used the approach of the House of Strategy and 

analyze to what extent they have achieved success with internal alignment, external 

alignment and overall success of implementing their strategy. 
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2. Strategic Management and the Balanced Scorecard 

How do you make a company or an organization successful? A simple question that 

is, unfortunately, not easily answered. And a question that raises another equally im-

portant question: What makes a company or an organization successful? Is it profit 

for the owner(s), is it creating jobs and security for employees, is it creating value for 

the local community, is it ‘doing no harm’ to the environment, or perhaps a combina-

tion of these and many more measures. 

Any company listed on any stock exchange is punished or rewarded daily on its abil-

ity to create profit. But if profit is the most important measure then we also have to 

look at the balance between short term and long term profit, which raises another 

question: For whom does the company or organization exist?  

These are just some of the basic questions that a management body needs to be able 

to answer in order to create a successful strategy. But creating and implementing a 

successful strategy is so much more than answering a handful of questions, and it is 

something that business leaders around the globe are constantly struggling with. 

A search on the word “strategy” on Amazon.com performed in December 2014 re-

veals more than 185.000 books. Narrowed down to a search on “strategic manage-

ment,” the list shortens to one third of that number. If usable for anything these num-

bers indicate that strategy and strategic management is a well described issue and 

most likely an issue that a lot of people care to learn more about. It also indicates that 

there must be many different views and opinions regarding what a strategy is, and 

how it is executed. In other words, it is complicated, and this is what makes strategy 

and strategic management a challenging and interesting issue. 

Today, the term strategy is used lightly for almost anything resembling a plan. So 

let’s start by defining how strategy is viewed in the rest of this thesis. 

2.1 Defining Strategy 

As described by Mintzberg (1987) relying on just one definition of the word strategy 

is not possible in strategic management since it has been used in so many different 

ways. However, a lot of people have written different definitions, and it is possible to 
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sum up some elements that are needed in the context of this thesis in order to be re-

garded as a strategy. 

According to Oxford Dictionaries, the word strategy originates from Greek words 

meaning ‘be a general’ or ‘to lead an army’. Many sources still use the military anal-

ogy when defining strategy. A general has winning the war as his main objective and 

as opposed to the field commander, the general needs to be aware of the multiple 

units fighting multiple battles on multiple fronts – and he needs to think not just of 

the current battle today but of how to use his units best to win over time (Hambrick 

& Fredrickson, 2001, p. 49).  

The field commander fighting the single battle will probably claim that he has a 

strategy for winning the battle. But in the perspective used in this thesis, he will 

simply have a plan or use tactics. Another useful analogy is from football, where a 

team needs tactics to win a match but need a strategy to advance through the divi-

sions and win the championship because it not only requires the effort of the players, 

but an aligned effort with all the personnel surrounding the team to ensure the pur-

chase of the right players, the right training facilities, the right treatment of injuries, 

that the stadium meets the requirements etc. 

From this we can draw out two elements needed for a strategy. One is the objective. 

This is the target that the corporation or organization is aiming for in the future. The 

other element is that several aspects need to be combined or aligned in order to reach 

the target. Only complex situations require a strategy. If profit is the objective, and 

you can reach it by simply buying cheap and selling expensive, you need a plan, not 

a strategy. 

By accepting complexity as part of the definition we also accept that corporations 

mainly need a strategy to get through difficult periods or times of change. These situ-

ations are characterized by uncertainty, and this leads to two difficult questions that 

according to Ansoff (1965/1987) are the essence of strategy formulation and imple-

mentation: “1. How to choose the right directions for further growth from among 

many and imperfectly perceived alternatives; and 2. How to harness energies from a 

large number of people in the new chosen direction (Ansoff, 1987, p. 107).” 
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The first question implicates the needs to create different scenarios based to some 

extent on assumptions and then choose the path most likely to reach the objective. 

From this the management derives the actions needed today in order to reach the 

desired future. This can lead to a definition of strategy as “the art of creating the pre-

sent from the future (Storck, 2012).” 

The second question from Ansoff includes the challenge of alignment, which is a 

crucial term and an important aspect of the balanced scorecard, stakeholder theory 

and The House of Strategy that this thesis will evolve around. It also ties nicely with 

the statement from the introduction about achieving extraordinary results from ordi-

nary people. However, this question can also be looked at in a broader perspective. 

Where Ansoff most likely were thinking of harnessing energy from different people 

within the organization, the right strategy will also harness energy from a large num-

ber of people outside the organization. This leads to one more element needed for the 

definition of strategy in this thesis: external orientation. Reaching the desired target 

has to involve interaction with the internal as well as external environment, be it cus-

tomers, suppliers, financiers or others. In other words, a strategy needs to consider 

the desired actions or behaviors from a number of stakeholders both within and out-

side the organization. 

Hambrick and Fredrickson (2001) defines strategy as “The central integrated, 

externally oriented concept of how we will achieve our objectives (Hambrick & 

Fredrickson, 2001, p. 50).” The added aspect here is “central integrated,” which in 

some circumstances can be used to divide strategy from tactics. In a corporation, a 

central integrated strategy means that it is deployed by top management and is the 

hub that the business rotates around. This must be considered the ideal and desired 

situation where all employees work together towards a common objective. However, 

adding this to the definition opens for a discusson whether a corporation can have 

more than one strategy at a given time, and many business units or projects in 

corporations are complicated enough to meet the other above mentioned criteria. 

Central integrated can also be considered another word for alignment and thus if we 

add complexity and evaluation of future scenarios to the defintion from Hambrick 
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and Fredrickson we need the following elements to be present in order to create a 

strategy:  

 A turbulent or complicated situation where the answer is not straight-forward 

 An objective that is reachable within a limited timeframe 

 Evaluation of a number of asumed future scenarios  

 Impact on parties within and outside the organization 

This leads to a definition of what the term strategy means when used in the remains 

of this thesis: Strategy is the way by which we in turbulent times will chose among a 

number of future scenarios to create our present actions and align internal and 

external stakeholders to perform these desired actions in order to reach our objectives 

within a given timeframe. 

2.2 Introducing the Balanced Scorecard 

If an organization has a strategy that fulfils this definition it should – at least to some 

extent – be able to answer the questions of how to make it successful, what it means 

for this organization to be successful, and for whom the organization exists. 

The complexity of defining such a well-known term and the number of required ele-

ments illustrates very well, why only very few people can easily answer the question: 

What is your strategy? And you can even argue, whether it is even possible to formu-

late a strategy in a single sentence. For instance, Hambrick and Fredrickson (2001) in 

the article “Are you sure you have a strategy” argue that a strategy needs to consist 

of five elements: Arenas, Vehicles, Differentiators, Staging, and Economic logic 

describing where the organization will be active, how it will get there, how it will 

win in the market place, the speed and sequence of moves, and how it will obtain its 

returns (Hambrick & Fredrickson, 2001, p. 50). Putting all of these elements into one 

clear formulation is indeed a complex matter. 

Perhaps this is why formulating a strategy is often described as an art. This is also 

done by Kaplan and Norton: “the formulation of great strategies is an art, and it will 

always remain so. But the description of strategy should not be an art. If people can 
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describe strategy in a more disciplined way, they will increase the likelihood of its 

successful implementation (Kaplan & Norton, 2000, p. 176).” 

2.2.1 Financial perspective cannot stand alone 

Successful implementation of strategy is the core of the business concept introduced 

by Kaplan and Norton in an article in Harvard Business Review in 1992. The article 

“The Balanced Scorecard – Measures That Drive Performance” claimed that in a 

competitive environment, financial accounting measures were no longer sufficient to 

measure and monitor for business leaders wanting continuous improvement and in-

novation (Kaplan & Norton, 1992). Financial measures had worked fine in the indus-

trial era, but during the 20
th

 century a shift occurred. Where the industrial era was 

characterized by workers doing repetitive skills at the assembly line and competition 

mainly based on optimizing production and selling cheaper than the competitors 

(Ansoff, 1987), the new era was so full of unexpected challenges for business leaders 

that Peter Drucker named it “The age of Discontinuity”, and in this age corporations 

need knowledge workers rather than manual workers (Drucker, 1969).  

The balanced scorecard introduced a way to measure the performance of knowledge 

workers from other perspectives than production time or meeting financial targets, 

and knowledge is a very central element of the balanced scorecard. The balanced 

scorecard stills monitors the financial performance and then adds three other perspec-

tives to be monitored and measured: customers, internal processes, and learning and 

growth. The balanced scorecard is supposed to provide an answer to a question relat-

ed to each of the four perspectives: How do customers see us (customer perspective)? 

What must we excel at (internal processes)? Can we continue to improve and create 

value (learning and growth)? How do we look to shareholders (financial perspec-

tive)? (Kaplan & Norton, 1992, p. 72). 

This thesis will not provide guidance on how to use and implement balanced score-

cards as there is plenty of literature available on that subject. But for a common un-

derstanding the basic concept is that a scorecard consists of the before mentioned 

four perspectives and for each of these perspectives a number of objectives is identi-

fied with measures, targets and initiatives for each objective. All objectives in all 
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perspectives are supposed to be linked to the overall vision and strategy as illustrated 

in figure 1. 

 

Figure 1 - The four perspectives of the balanced scorecard and the connection to vision and strategy.  

Source: According to Kaplan and Norton 1996 

To show how these four perspectives are interlinked, Kaplan and Norton developed 

the balanced scorecard strategy map and presented it in the article “Having Trouble 

with Your Strategy? Then Map It” in Harvard Business Review in 2000. From then 

on building a strategy map has been common when developing a balanced scorecard. 

Figure 2 shows a simplified version of a strategy map illustrating how initiatives in 

one of the perspectives have an impact in the other perspectives – and how it all adds 

up to increased profitability.  
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Figure 2 - a very simple strategy map showing how the four perspectives are interlinked.  

Source: According to balancedscorecard.org. 

2.2.2 From measuring to making operational 

In these three ‘new’ perspectives, customers, internal processes, and learning and 

growth, workers are expected to utilize their knowledge in order to improve perfor-

mance and reach the objectives outlined in the balanced scorecard. Even employees 

working at an assembly line are expected to solve problems and ensure quality: “… 

all employees must contribute value by what they know and by the information they 

can provide. Investing in, managing, and exploiting the knowledge of every employ-

ee have become critical to the success of information age companies (Kaplan & 

Norton, 1996, p. 6).” 

Exploiting the knowledge of every employee is only benefitting the organization if 

the impact of their knowledge is aligned with the interest of the organization as a 

whole – with the strategy. The balanced scorecard is a tool that can help an organiza-

tion do just that. Kaplan and Norton’s first article in Harvard Business Review in 

1992 bore the subtitle “measures that drive performance”. The very first sentence is 

“What you measure is what you get (Kaplan & Norton, 1992, p. 71),” and in short 

the purpose of the article is to show that organizations need to measure other per-

spectives than financial in order to be successful. In 1996, they published the first 

book on the balanced scorecard, this time with the subtitle “translating strategy into 
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action,” where instead of measuring they are sending a signal of the balanced score-

card as a mean to making strategy operational. In this subtitle lies the key to success 

for organizations using the balanced scorecard. Used wisely, the balanced scorecard 

will break the strategy into smaller operational parts with objectives, initiatives, 

measures, and targets that all fit into the strategy and make sure that the knowledge 

of each employee is utilized in a way that is aligned with the overall objective. 

After studying and working with various organizations that used the balanced score-

card, Kaplan and Norton described in another article in Harvard Business Review in 

1996 titled “Using the Balanced Scorecard as a Strategic Management System,” how 

they soon realized that the scorecard provided the organizations with not just a way 

to monitor their performance but a new way to manage their strategy. Despite the 

fact that none of the organizations they had worked with prior to 1996 had the inten-

tion of developing a new management system when they implemented their first bal-

anced scorecard, they all discovered how it provided a framework for managing 

many critical management processes and coordinating these processes among differ-

ent business units, departments and individuals. “Previously, those processes were 

uncoordinated and often directed at short-term operational goals. By building the 

scorecard, the senior executives started a process of change that has gone well be-

yond the original idea of simply broadening the company’s performance measures 

(Kaplan & Norton, 1996, p. 77).” 

In the same article, they state two important points that will remain with us during 

the rest of this thesis as they are also important for The House of Strategy. One is 

how the process of developing the scorecard helps the management team align their 

understanding and communication regarding what they actually mean, when they 

talk about the vision and the strategy. And the other is the fact that the scorecards 

translates down to single individuals.  

2.2.3 The personal scorecard 

To begin with the latter, Kaplan and Norton states that the high-level strategic objec-

tives and measures has to be translated into objectives and measures for operating 

units and individuals because awareness of corporate goals is not enough to change 

people’s behavior (Kaplan & Norton, 1996, p. 80). In most examples through the 
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various books and articles of Kaplan and Norton, organizations develop different 

scorecards for different business units and departments, and there seem to be a ten-

dency towards the notion that it is easier for a small unit than for a large corporation. 

In the 1996 article they introduced the personal balanced scorecard that employees 

can have in their pocket. This scorecard will contain some of the overall objectives, 

and then the employee and his or hers supervisor can work out exactly which objec-

tives the individuals is supposed to reach in order to fulfill their part of the overall 

strategy. This empowers the employee to get a clear picture of how his or her per-

formance is important for the company, and it opens a possibility of aligning finan-

cial incentive systems with individual performance that is balanced among the per-

spectives, making sure an employee is not just rewarded for reaching financial tar-

gets. This is another benefit of the balanced scorecard, as financial targets otherwise 

can be achieved through sub-optimization, but by using the balanced scorecard the 

performance has to be balanced on different perspectives. 

2.2.4 Aligning management 

That the process of developing the scorecard helps management align their under-

standing of the strategy was the other important point mentioned a few paragraphs 

back. As discussed earlier, even defining what strategy means is a difficult task, and 

since a strategy consists of several different elements it is not simple to build a narra-

tive around a strategy that is so easily told that all listeners will grasp the same mean-

ing. The same word can mean different things to different people, and Kaplan and 

Norton give an example of this from a financial institution where 25 senior execu-

tives agreed that the overall strategy was “to provide superior service to targeted cus-

tomers.” However, when developing the operational measures for the scorecard it 

turned out that they had a very different understanding of the definition of “superior 

service,” and who their “targeted customers” were (Kaplan & Norton, 1996, p. 78).  

During the process, the team reached consensus, and if we link this back to the defi-

nition of strategy by Hambrick and Fredrickson (2001) who used the term “central 

integrated,” the balanced scorecard is used a tool to ensure this central integrated 

approach where strategy is discussed, understood and internalized by top 

management before it is implemented in the organization. In their first, book Kaplan 
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and Norton even identified this as one of the possible defects when organizations 

have problems with the balanced scorecard. They state that in order to be effective, 

the balanced scorecard cannot be delegated to middle management but has to reflect 

the strategic vision of the senior executive group, and that “merely slapping 

performance measures on existing processes may drive local improvement but is 

unlikely to lead to breakthrough performance for the entire organization.” And if 

senior executives are not leading the process themselves, they will continue to 

emphazise short-term financial targets (Kaplan & Norton, 1996, pp. 285-286). 

2.2.5 Balanced scorecard as alignment factor 

As described above the balanced scorecard can be used as a tool to align the senior 

executives during the process of creating the scorecard and also align individual em-

ployees to the overall vision and strategy. This tie well with the description from the 

introduction to this thesis with the aim to have everyone understand their role in 

reaching the overall objective and reaching extraordinary results from ordinary peo-

ple. 

Alignment is a key term for Kaplan and Norton to such a degree that it is also the 

title on the fourth book they published on the balanced scorecard, this time with the 

sub-title “Using the balanced scorecard to create corporate synergies”. To a very 

large extend this book focuses on aligning the scorecards within the organization. 

Despite the fact that we have just looked at the importance of the involvement of top 

management for a successful implementation, many balanced scorecard programs are 

initiated in smaller business units (Kaplan & Norton, 2006, p. 14).  

In large or diversified corporations these business units may of course be large 

enough themselves to have a team of senior executives and fulfill all the earlier men-

tioned requirements in order to make a strategy. Yet, all these different business units 

must be aligned in some ways in order for a corporation head quarter to add value to 

its business units. If they are not aligned and not creating synergy, the business units 

would be better off on their own. 

According to Porter (1987) a diversified company will have a strategy for the busi-

ness unit and a corporate strategy, and the corporate strategy is what makes the 
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whole larger than the sum of its business unit parts. He states, that a successful cor-

porate strategy builds on a number of premises that are “facts of life” about diversifi-

cation and cannot be altered: Competition occurs at the business unit level; Diversifi-

cation inevitably adds cost and constraints to business units; and shareholders can 

readily diversify themselves (Porter M. E., 1987, p. 46). He further identifies four 

concepts that have to be implemented in order for a corporate strategy to be success-

ful: portfolio management, restructuring, transferring skills, and sharing activities. In 

the first two “the corporation’s role is to be a selector, a banker, and an intervenor,” 

and the last two “exploit the interrelationships between businesses (Porter M. E., 

1987, pp. 53-54).” These points may be very practical to dive further into when de-

veloping a balanced scorecard for a corporation as synergy between business units 

requires an ongoing effort. The concept of transferring skills for instance could be an 

objective on a balanced scorecard in order to secure alignment between different 

business units, and this could work in the learning and growth category as well as in 

customer and internal processes depending on the skills of the employees transferred. 

Taking these points and concepts from Porter into account when formulating a bal-

anced scorecard for a corporation can also foster the alignment among the senior 

executives as they become clear in the argumentation regarding why they are diversi-

fied in the way they are, and where the synergy exists among the different business 

units. Or as Porter phrases it: “In articulating them, however, one comes face-to-face 

with the often ill-defined concept of synergy. If you believe the text of the countless 

annual reports, just about anything is related to just about anything else! But imag-

ined synergy is much more common than real synergy (Porter M. E., 1987, p. 54).” 

2.2.6 Alignment with external stakeholders 

In the book Alignment, Kaplan and Norton (2006) also concludes that balanced 

scorecards can be used to create alignment with external stakeholders. Chapter four 

will elaborate further on how to define an organizations stakeholders and their role in 

creating a successful business. But as the balanced scorecard is often criticized for its 

internal focus and overlooking other external stakeholders than customers and share-

holders, it is worth making a note that Kaplan and Norton already touched this point 

in their first book in 1996. Here they argue that all stakeholder interests can be incor-

porated in the balanced scorecard when they are vital for the success of the strategy 
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of the business unit, but they should not be added as isolated set of measures (Kaplan 

& Norton, 1996, p. 35). 

While they in 1996 argue that if e.g. a strong relationship with a supplier is necessary 

for the strategy, this will be integrated in the scorecard via internal processes, they 

dedicate a full chapter to alignment of external partners in the 2006 book Alignment 

and give examples of the value of creating a joint scorecard with a supplier (Kaplan 

& Norton, 2006, pp. 221-222). This does not have to be a contradiction as the corpo-

ration’s or business unit’s own balanced scorecard still can integrate the objective of 

the relationship into the different categories, and the scorecard with the supplier or 

other stakeholder can simple evolve around the best way to utilize mutual interests. 

2.3 Why do Balanced Scorecards fail? 

According to the website of the Balanced Scorecard Institute, Gartner Group sug-

gests that more than half of the large firms in USA are using the balanced scorecard. 

And in the US, Europe and Asia more than half of the major companies have some-

how adopted a balanced scorecard approach to working with their strategy 

(Balancedscorecard.org). The website fails to mention in how many of these compa-

nies the balanced scorecard is considered a success. 

Olve et al. (2004) claim that approximately half of the implementations are success-

ful while various websites claims that the failure rate is around 70 percent. A deeper 

look into those statistics would require a large study and some rigid definitions of 

what a balanced scorecard actually is and what defines a success or a failure in that 

context. If we consider the balanced scorecard a tool for “translating strategy into 

action,” it is no surprise that many projects fail. As earlier defined, strategy is for 

complicated matters which often require change processes, and if a balanced score-

card approach is successful half the time in implementing change it is quite positive 

and significant. “The father of change management,” John Kotter, stated in his book 

“Leading Change” that only 30 percent of change programs succeed (Kotter, 1996) 

and a McKinsey survey of 3,199 executives in 2008 revealed that that number is un-

changed (Aiken & Keller, 2009).  
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In other words, if the balanced scorecard fails it may not be the fault of the tool itself 

but can be due to a number of aspects. First of all, the balanced scorecard will never 

be better than the vision and strategy that it is built around. We have also already 

discussed how important it is to have senior executives take charge and discuss the 

objectives thoroughly enough to create alignment among themselves.  

Browsing the web for failures of the balanced scorecard reveals a large number of 

consultants listing various reasons why implementation fails. Too many measures, 

lack of senior executive commitment, and balanced scorecard as a just another report 

tool are just some of the few that are widely repeated. From 1986 to 1993 Arthur M. 

Schneiderman worked for Analog Devices Inc. and was involved in creating what is 

known as the first balanced scorecard. In 1999, he published the article “Why Bal-

anced Scorecards Fail” where he lists six reasons why most balanced scorecard fail. 

These reasons all relate to how the variables, metrics and goals are defined and the 

systems implemented for following up on these issues (Schneiderman, 1999). 

As mentioned in the literature review Kaplan and Norton has received some criticism 

from the scholarly world for their work but from the perspective of this thesis it is 

more interesting to dive into two other more general points of criticism.  

2.3.1 External stakeholders revisited 

One is regarding the stakeholder perspective and has already been touched upon. 

This seems to be an ongoing discussion, and despite the fact that Kaplan and Norton 

touched this subject in the book on alignment, they continue to elaborate further. In a 

working paper from 2010 Kaplan includes a chapter on stakeholder theory where he 

replies to some of that criticism. Two quotes from that paper will illustrate some 

points that will be used further on when discussing The House of Strategy. He talks 

about a difference between stakeholder theory and the balanced scorecard: “Thus, 

while the Balanced Scorecard approach starts with strategy and then identifies the 

inter-relationships and objectives for various stakeholders, the stakeholder approach 

starts with stakeholder objectives and, in a second step, defines a strategy to meet 

stakeholder expectations.” Further on he sharpens his pen: “But stakeholder theory 

confuses means and ends, and therefore ends up less powerful, less actionable, and, 

ultimately, less satisfying (at least to me) than the strategy map/Balanced Scorecard 
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approach. We advocate selecting a strategy first, and only subsequently working out 

the relationship with stakeholders, as needed by the strategy (Kaplan R. S., 2010, p. 

14). 

He also claims that the stakeholder view will lock an organization to focus on a par-

ticular stakeholder even after it is no longer important for the business, and that it is 

possible to include all relevant stakeholders in the balanced scorecard – even the 

community. 

While claiming that stakeholders can be incorporated in the balanced scorecard with-

out extending the perspectives, one small observation on this matter is that the Bal-

anced Scorecard Institute on their website have added the word stakeholder to the 

customer perspective when explaining the balanced scorecard basics so it now reads 

Customer/Stakeholder (Balancedscorecard.org). 

2.3.2 The four perspectives are just a template 

The other general form of criticism worth mentioning here is somewhat related to the 

stakeholder issue, as it has often been pointed out that the four perspectives are too 

narrow, don’t leave room for other stakeholders, and focus too much on return on 

investment. Some people have tried to include specific perspectives to take the envi-

ronment into account and consultants have developed their own versions claiming 

that the four perspectives were not sufficient. An example of this can be found in the 

article “Measuring long-term performance” in McKinsey Quarterly where the au-

thors talk about their experience with a similar model: “Our concept of health metrics 

resembles Kaplan and Norton’s “nonfinancial measures,” but we differ in believing 

that companies should develop their own metrics tailored to their particular industries 

and strategies (Dobbs & Koller, 2005).” 

Perhaps Dobbs and Koller and the many other consultants who have made their own 

variations of the balanced scorecard do not disagree as much with Kaplan and Norton 

on this issue as they might think. 

More than 20 years after the first article was published, most balanced scorecards are 

still centered on the four original perspectives. Yet, Kaplan and Norton already in the 
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second chapter of their first book states that: “the four perspectives should be consid-

ered a template, not a strait jacket (Kaplan & Norton, 1996, p. 34).”  

This approach to developing a scorecard, as well as the above mentioned approach to 

selecting the strategy first and then choosing the appropriate stakeholder, are very 

fundamental issues in developing a House of Strategy. Before we get to the House of 

Strategy, we need to dive deeper into stakeholder theory. But first we need to touch 

upon the importance of communication in order for the balanced scorecard – and 

other strategy related tools – to become successful. 
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3. Communication and Strategic Management 

In the last chapter a number of reasons why a balanced scorecard might fail were 

listed. Of course, from the perspective of a communication scholar an important one 

was missing: Lack of, or poor, communication. 

This chapter will look into some descriptions of what communication is and from 

those findings it will be possible to define how communication can play a role in 

developing and implementing a strategy. When communication was hardly men-

tioned in chapter two it is in attempt to underline that if communication scholars 

want to earn a seat at the strategy table, they need to understand the tools and mecha-

nisms from a strategic management perspective and not just from the communication 

perspective thinking that all problems arise because the strategy or the operational 

tasks are not communicated right. If the activities are not correctly interlinked or the 

strategy or vision is wrong, communicating it right will only be like putting lipstick 

on a pig. 

3.1 The vision barrier 

We are not yet ready to leave Kaplan, Norton and the balanced scorecard behind. 

Because they too recognize the need for communication in order to achieve success 

with a balanced scorecard. On the slides from his talk at the PMO Symposium in 

November 2013, Kaplan states that 80 percent of all enterprises fail at strategy exe-

cution, and he list four barriers: The vision barrier; the management barrier; the re-

source barrier; and the people barrier (Kaplan R. S., 2013). From a communication 

perspective the vision barrier immediately stands out as he claims that only five per-

cent of the workforce understands the strategy.  

Basically, there can only be two reasons for this: either the strategy is very compli-

cated and does not make sense, or it is very poorly communicated. The balanced 

scorecard itself can be a tool to secure that employees understand the strategy, and 

when the Balanced Scorecard Institute lists the benefits of the balanced scorecard 

approach on their website, improved organization alignment, and improved commu-

nications, both internally and externally, are the first two benefits 

(Balancedscorecard.org).  
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Alignment has already been described, and alignment and communication are closely 

connected. The strategy map was developed as a tool for organizations to communi-

cate their strategy and the processes and systems to help them implement that strate-

gy, and also to provide a way to visualize how critical objectives and crucial relation-

ships are connected (Kaplan & Norton, 2000, p. 168). Yet, a strategy map in itself in 

most cases requires someone to explain it, and Kaplan and Norton are aware of the 

importance of communication in order for the implementation to be successful. 

In their latest book, “The Execution Premium,” they emphasize how communication 

by leaders is critical, and how effective communication is critical for successful im-

plementations of balanced scorecards (Kaplan & Norton, 2008, p. 142). Yet, they 

have a very practical approach to communication stating that in order to be success-

ful, senior executives should personally lead the communication process, and man-

agers must communicate seven times in seven different ways (Kaplan & Norton, 

2008, p. 143). Having senior executives lead the communication process is just an-

other way of saying that senior executives need to be involved and lead the strategy 

process – and it is quite obvious that if they do not communicate the vision and strat-

egy as their own, the employees will not be motivated to move out of their comfort 

zone and apply the needed changes.  

Canon USA is one of the companies in the balanced scorecard Hall of Fame, and 

their communication efforts are praised by Kaplan and Norton in the Execution Pre-

mium. The communication approach is summed up in an article in The Balanced 

Scorecard Report from 2007. It boils down to four lessons: Don’t rely on written 

communication alone; Make your message clear and relevant; Keep communication 

flowing in both directions; and Tap into the workforce’s vision (Johnson, 2007). Of 

course there is a bit more to the article than that but to some extent the point of the 

article seems to be that strategy needs to be communicated, and that it should be 

done in a “normal” language that ordinary people understand. 

When managers have this approach to communication, it is no wonder that they will 

do all the strategy work by themselves and then only call in the communication man-

agers when it is time to make the plan for how to “communicate seven times in seven 

different ways.” So let’s take a look at communication from a more academic per-
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spective to find arguments why communication can add more to the strategic process 

than just moving messages. 

3.2 Truisms about communication 

Defining communication is even more difficult than defining strategy, and the defini-

tions range from a definition by Weaver (1949) as “all of the procedures by which 

one mind can effect another” to a definition by Miller (1951) as “Communication 

means that information is passed from one place to another” (Miller, 2002, p. 4). 

Despite the fact that communication scholars have never been able to agree on one 

single definition of communication, they do have some points of convergence. 

Among them are three concepts that are so widely accepted, that they are considered 

truisms about communication. They are: Communications as a process, as symbolic, 

and as transactional (Miller, 2002, p. 5). In order to understand how to create align-

ment and make internal and external stakeholders understand a strategy, these three 

concepts are important. 

3.2.1 Communication as a process 

Communication as a process underlines that communication is continuous, complex 

and cannot be arbitrarily isolated. A message will also always be decoded by the re-

ceiver based on former communication. In other words, a message will never be un-

derstood just as a single message but be seen in the context of how it is presented and 

the previous history between the sender and receiver of the message. This is why it is 

never enough to just state one time that “this is our new strategy”, and then expect 

that all stakeholders internalize the message – especially if the message contains con-

tradictions to former messages. For this reason a new strategy needs to be communi-

cated consistently over time, and it is important that the communicators – which in 

this case should at least initially be senior executives – are consistent in words, be-

havior and actions. Another word for that is authenticity, which according to the re-

port “The Authentic Enterprise” from the Arthur Page Society “will be the coin of 

the realm for successful corporations and for those who lead them (Di Maria, 2007, 

p. 6)”. 
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3.2.2 Communication as symbolic 

The concept of communication as symbolic covers two aspects. One is regarding the 

metaphors as the symbols we use to describe things or actions. Every organization 

has metaphors to clarify understanding of complex issues, and according to Morgan 

(1986) a metaphor implies “a way of thinking and a way of seeing that pervade how 

we understand our world generally,” and he exemplifies this by stating that in vari-

ous fields, metaphors have been demonstrated to have influence on science, on our 

language, and on how we think (Morgan, 2006, p. 4). 

Metaphors are used to explain (or understand) one experience in terms of another. 

This is quite widespread in the business world, in fact the terms “scorecards” and 

“strategy map” are fine examples of this. Nobel Prize winner Daniel Kahneman 

(2011) touches on this point in the book “Thinking fast and slow” when he describes 

how we as human beings have a tendency to substitute difficult questions with sim-

pler questions to which we know the answer. This tricks our mind to believe that we 

actually answered the difficult questions, which we in fact didn’t (Kahneman, 2011, 

pp. 97-104). This point is twofold and important for communication managers in-

volved in crafting, communicating and implementing strategies. As earlier discussed, 

strategy is complicated. Trying to make it too simple involves the risk of leaving out 

aspects that are important for success. This is in opposition to the fact that if matters 

are too complicated, people will lose sight of the big picture, will not understand 

their role, and will not be motivated to perform the desired change. 

The second aspect of the concept of communication as symbolic is the social symbol. 

Metaphors can send different signals to people of different social or cultural back-

grounds. Social symbols also apply to the ways messages are delivered, and this goes 

back to the previously mentioned aspect of authenticity. If part of the new strategy is 

to be more open and transparent, the senior executives cannot achieve this by send-

ing a memo from the corner office. Or as Millers puts it: “… the nonverbal messages 

we send and receive are characterized by their symbolic nature, and because of the 

possible gaps between symbol and referent, “perfect” communication is unlikely 

(Miller, 2002, p. 8).” 
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3.2.3 Communication is transactional 

The transactional concept is where the interaction between the parties communi-

cating comes into focus. The transactional view includes the feedback and the con-

stant mutual influence of the participants in the communication and it also includes 

the context in which the participants interact. A message in the exact same wording 

can be interpreted differently by the same person if it is given in a formal meeting 

than if it is said by the coffee machine. 

Of course Kaplan and Norton’s “communicate seven times in seven different ways” 

might just be a metaphor to make a complicated matter seem simpler. But the above 

paragraphs underlines that it takes good communication skills in order to make sure 

that a strategy is formulated so it is neither too complicated nor too simple. And it 

also emphasizes that it takes a dedicated effort over a long period of time where not 

only the messages, but also the relationship between the senders and receivers of the 

messages are taken into account. These relationships also need to be considered in 

creating alignment – internally as well as externally – and this is why communication 

also matters when we get to stakeholders relations. 

3.2.4 Communication as cause and effect 

Another communicative aspect when dealing with stakeholders is the five axioms 

introduced by Watzlawick, Jackson and Bavelas in 1967. The first of these axioms is 

quite well-know as it states that, “one cannot not communicate.” However, in this 

context the two following are more important to bear in mind when dealing with 

stakeholders. They are: Every communication has a content and relationship aspect 

such that the latter classifies the former and is therefore a metacommunication; and, 

the nature of a relationship is dependent on the punctuation of the partner’s commu-

nication procedures. Again the relationship and the context of the message is empha-

sized, and the latter is regarding the cause and effect of messages, where I might con-

sider my response as an effect to another person’s message (the cause), but this per-

son will again consider my response as the cause to his or her message. This can lead 

to a ‘chicken or egg’ situation, and especially when dealing with conflicting stake-

holders it is valuable to bear in mind where the disagreement begins and ends, or 

http://en.wikipedia.org/wiki/Metacommunication


35 

 

perhaps finding a mean to ending the conflict and starting over – hence the word 

‘punctuation’ in the axiom. 

3.3 Communication as an alignment factor 

Despite the years the above truisms and axioms are still some basic foundations for 

communication in organization and corporations. Senior executives who are not 

aware of the basic rules of communication will struggle to reach alignment even in-

ternally, and without employees as advocates for the strategy it will be extremely 

difficult to convince the outside world of the corporations superiority.  

In more recent literature the role of alignment and communication is even more em-

phasized. Cees van Riel (2012) considers alignment with key stakeholders as “per-

haps the most important factor in how well an organization conducts its business 

(Riel, 2012, p. 1),” and he goes on to describe the importance of communication 

managers in securing that the messages reaching all internal and external stakehold-

ers are rooted in the strategy: “The messages crafted by communication managers 

have to be embedded in the overall purpose and overall strategic goal of the firm, and 

they also have to show recognition of the expectations of the key stakeholders (Riel, 

2012, p. 2).” 

This task might seem obvious as all communication should of course be in line with 

the strategy of the organization. But as we will see in the following chapter, an or-

ganization can have multiple stakeholders with conflicting interests – and especially 

in today’s globalized world were social media often demands quick reactions it takes 

ability for the communication managers to see the big picture in order to make sure 

that the organization does not send conflicting messages. This is another reason why 

communication managers need to be close to the strategy process. 
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4. Stakeholder Theory 

In the beginning of chapter two, a question was asked regarding how to make a com-

pany or an organization successful. While there is no single and simple answer to this 

question, the balanced scorecard and the communication truisms are tools that can 

enhance the chance of success.  

This far the term alignment has also been mentioned several times as a key term, and 

in this chapter we shall dig deeper into whom it is, that an organization or corpora-

tion need to align. An aim in doing so is to make it easier to come up with an answer 

to one of the other questions asked in the beginning of chapter two: For whom does 

the company or organization exist? 

To answer that question, it is essential to look at the organizations’ stakeholders. 

When talking about stakeholders and stakeholder theory, it is impossible not to men-

tion R. Edward Freeman and his most famous book, “Strategic Management – A 

Stakeholder Approach,” from 1984. The essence of this book is that businesses need 

to see themselves as part of the surrounding environment and take the interests of 

different stakeholders into account in order to be successful. This fits well with the 

earlier described period of the end of the industrialization era, where business be-

came more complex, Drucker (1969) introduced the term knowledge worker, and 

also where the balanced scorecard developed a more holistic way to look at the busi-

ness than just measuring the financials. 

Freeman and the book from 1984 is still very much associated with stakeholder theo-

ry and seen as the starting point for corporations taking a wider approach to doing 

business, but many people before him have described stakeholders and the need to 

take different stakeholders into account. Freeman himself never claimed to have in-

vented stakeholder theory, and he lists plenty of sources before him who wrote about 

these matters during the 1960’s and 1970’s (Freeman E. R., 1984) (Freeman, 

Harrison, Wicks, Parmar, & de Colle, 2010).  
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But Freeman managed to integrate the stakeholder approach into a strategic man-

agement context, and this is probably why his book and thoughts remain valid for 

businesses of today. 

4.1 What are stakeholders? 

Freeman defines stakeholder as “any group or individual who can affect or is affect-

ed by the achievement of the firm’s objectives (Freeman E. R., 1984, p. 25)”. The 

obvious stakeholders to any corporation are owners, employees, customers, and sup-

pliers, and these are often referred to as primary stakeholders. However, Freeman 

wants corporations to take a broader perspective in their strategic management, and 

this is why he in his definition not only includes people who can affect the firm, but 

also the people who are affected: “To be an effective strategist you must deal with 

the groups that can affect you, while to be responsive (and effective in the long run) 

you must deal with those groups that you can affect (Freeman E. R., 1984, p. 46).” 

With this point of view Freeman also includes e.g. governments, NGO’s, environ-

mentalists, special interest groups, local community organizations, media, consumer 

advocates, and competitors as stakeholders – these other groups are often referred to 

as secondary stakeholders. However, it will turn out later that a secondary stakehold-

er can be more important for reaching an objective than a primary stakeholder. 

The basic idea behind stakeholder theory is that a business is most successful when it 

creates value for the involved stakeholders, and Freeman et al. (2010) even go as far 

as to understand business as, “a set of relationships among groups which have a stake 

in the activities that make up the business,” and that business is about how these 

stakeholders and the managers interact and create value. Therefore, the job of the 

executive is, “to manage and shape these relationships (Freeman, Harrison, Wicks, 

Parmar, & de Colle, 2010, p. 24)”. Again we see how important alignment is as man-

aging and shaping relationships must involve securing mutual – or at least not con-

flicting – interests. 

The stakeholder approach is often seen as being the opposite of shareholder approach 

and thus seen in opposition to some of the influential economists of the 20
th

 century 

like Milton Friedman. However, Freeman himself often argues that the two ap-
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proaches to business are not as contradictory as many people think because in order 

to make money for the shareholders, it is necessary to have a broader group of stake-

holders cooperate (Freeman, Harrison, Wicks, Parmar, & de Colle, 2010, p. 119). 

Freeman is not opposed to a business making profit, and he is a strong advocate for 

capitalism, perhaps best expressed in the following quote from a video where he 

speaks about stakeholder theory and have just listed a number of stakeholder groups: 

“Each one of these groups is important for the success of a business, and 

figuring out where their interests go in the same direction is what the 

managerial task and the entrepreneurial task is all about. Stakeholder the-

ory says that if you just focus on financiers, you miss what makes capi-

talism tick. What make capitalism tick is that shareholders and financiers, 

customers, suppliers, employees, communities’ can together create some-

thing that no one of them can create alone. (Freeman R. E., 2009)” 

If this goal of creating something together is to be achieved, executives cannot just 

look into new investments or products in order to raise their profit. When managing 

for stakeholders, executives need to focus on how they can create as much value as 

possible for all stakeholders rather than distribute burdens and benefits among stake-

holders (Freeman, Harrison, & Wicks, 2007, p. 11). 

Freeman also teaches business ethics and a line is often drawn between the stake-

holder approach and the concept of Corporate Social Responsibility (CSR), even 

though there are also plenty of references to the differences between the two. But the 

above quote about creating something together is interesting when looking at the 

direction where CSR is moving today. 

4.2 Creating shared value 

Freeman is not the only scholar who believes that capitalism deserves a better reputa-

tion. In 2011 Porter and Kramer published an article in Harvard Business Review 

titled “Creating Shared Value. How to reinvent capitalism – and unleash a wave of 

innovation and growth.” They begin this article by arguing that capitalism is under 

siege, and that business is increasingly viewed as the cause of social, environmental, 

and economic problems, and that this view has become stronger the more companies 

have embraced the concept of CSR (Porter & Kramer, 2011, p. 4). 
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This article is a follow-up on an article they published in 2006 titled “Strategy and 

Society: The Link Between Competitive Advantage and Corporate Social Responsi-

bility.” Despite that fact that companies worldwide have adopted the CSR-concept 

and are reporting social and environmental bottom lines together with the financial 

bottom line, Porter and Kramer argue that CSR initiatives are often detached from 

the core business, and that the business as well as society would benefit more if the 

business focused on creating shared value rather than just satisfying a (sometimes) 

random need from society or the loudest stakeholder. 

4.2.1 Interdependence between business and society 

Many CSR initiatives originate from such demands where a business is “attacked” 

for having a negative impact on society. However, Porter and Kramer argue that in-

stead of focusing on the tension between businesses and society, both parts would 

benefit largely if focus shifted to the interdependence between the two. A business 

must realize that it needs a healthy society to e.g. have access to a well-educated and 

productive workforce, and that a healthy society also results in more buying power of 

the citizens and a larger demand for goods and services. From the perspective of so-

ciety, healthy businesses are a large plus: “No social program can rival the business 

sector when it comes to creating the jobs, wealth, and innovation that improve stand-

ards of living and social conditions over time. If governments, NGOs, and other par-

ticipants in civil society weaken the ability of business to operate productively, they 

may win battles but will lose the war… (Porter & Kramer, 2006, p. 5)” 

When thinking of creating shared value instead of practicing CSR, corporations 

move away from philanthropy and “doing good” and towards creating joint value for 

the corporation and the community, and create economic and societal benefits that 

are relative to the costs (Porter & Kramer, 2011, p. 2011). This also means that the 

initiatives must be rooted in the strategy and aligned with other initiatives. It goes 

without saying that no one company can serve all the needs of society, so in the con-

text of creating shared value, a company still needs to pick its stakeholders and ac-

tions, and these actions should be picked so they intersect with the particular busi-

ness. Porter and Kramer suggest that the essential test should not be whether a cause 
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is worthy, but whether it creates an opportunity to create shared value (Porter & 

Kramer, 2006, p. 6). 

4.2.2 Finding the right opportunities 

The two articles also list a number of ways corporations can use to try to identify 

these causes. In the first article they suggest mapping the social opportunities with an 

inside out approach from the value chain, where the impact the business have on the 

surrounding environment and society is listed for all primary and secondary activi-

ties. This will list all positive and negative impacts a business have from emission 

caused by transportation to customer privacy, ethical research practices, and financial 

reporting practices – and everything in between. This inside out approach should be 

complemented by an outside in approach to get an overview of the social influences 

on the competitiveness of the business. This can be done by looking at four factors 

that Porter and Kramer adopted from an earlier work of Porter. The four factors are: 

1. Context for Firm Strategy and Rivalry, the rules and incentives that govern compe-

tition; 2. Local Demand Conditions, the nature and sophistication of local customer 

needs; 3. Related and Supporting Industries, the local availability of supporting in-

dustries; and 4. Factor (Input) Conditions, presence of high-quality, specialized in-

puts available to the firm. By listing all factors that influence the company from these 

four factors the corporation should get a list of the pros and cons for reaching their 

objectives in a given environment, as e.g. the availability of skilled employees, the 

infrastructure and competitive barriers should all emerge from this process (Porter & 

Kramer, 2006, pp. 8-9). 

The inside out approach will give a list of mainly operational issues where a compa-

ny should try to clear away as many of the negative impacts as possible and look for 

opportunities in the positive list. From the outside in approach, the corporation needs 

to identify and chose the few issues that will create the greatest shared value and cre-

ate a benefit for the corporation as well as the society (Porter & Kramer, 2006, p. 9). 

If after carefully looking at both lists it turns out that e.g. paying for new roads, an 

airport or other means of infrastructure will create financial value to the company 

and at the same time raise the quality of life in the community, and thus help to at-

tract new citizens (employees, customers and suppliers) to the area, this can be a very 
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sound investment for the company, and it can be integrated in the strategy of the 

business, even though providing infrastructure may not be a core business. 

This last example fits well into how Porter and Kramer describe how companies can 

create economic value by creating social value. They list three ways to do this: by 

reconceiving products and markets, redefining productivity in the value chain and 

building supportive industry clusters at the company’s location (Porter & Kramer, 

2011, p. 7). The above example could lead to building clusters as well as to redefin-

ing productivity in the value chain if the new infrastructure would lead to suppliers 

or manufacturers moving to the same area. 

4.2.3 Shared value for which stakeholders 

The reason for putting so much emphasis on creating shared value in the middle of a 

chapter on stakeholders is to underline the importance of choosing the right stake-

holders, when we get to the House of Strategy. And to have an open mind in terms of 

why the individual stakeholders may be beneficial to the organization, even though it 

is not the first stakeholder that comes to mind. 

It can also help to identify which stakeholders we do not want to cater to. Any busi-

ness requires a “license to operate” from its stakeholders where it lives up to not only 

the laws and regulations but also the social norms of the surrounding society. Differ-

ent stakeholders have different norms and especially in a globalized world, where it 

is does not require more than access to the internet and social media to create atten-

tion, corporations are prone to be confronted on a number of these social issues. 

From the view of crisis communication a corporation need the ability to deal with all 

of these stakeholders once they are confronted, and the above mentioned inside out 

approach should mean that these confrontations do not come as a surprise. But in 

terms of crafting and implementing strategy, there is no harm in leaving many of 

these stakeholders out. Or as Porter and Kramer phrases it: “Stakeholders’ views are 

obviously important, but these groups can never fully understand a corporation’s 

capabilities, competitive positioning, or the tradeoffs it must make. Nor does the ve-

hemence of a stakeholder group necessarily signify the importance of an issue – ei-

ther to the company or to the world (Porter & Kramer, 2006, p. 4). 
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When we chose the stakeholders that we want to focus on, the intention will be to 

create shared value. This approach is worth keeping in mind in the following where 

different tools are shown on how to identify those stakeholders. Because sometimes 

there is a need to consider people who see it as their mission to stop our business as 

one of our main stakeholders – for some corporations even terrorists can be a main 

stakeholder, and unless we can convince them to stop their actions it is hard to find 

shared value with such stakeholder groups. 

4.3 Identifying the most important stakeholders 

Earlier we used Freeman’s definition of a stakeholder. This definition is so wide that 

any group of people with a remote interest in the organization will fit in, and other 

scholars have other definitions that are narrower. Mitchell et al. (1997) lists a number 

of different definitions, yet the definition of Freeman fits well with the approaches 

from Porter and Kramer, where a business shall list those it affects as well as those 

whom it is affected by. When it comes to managing for stakeholders, a corporation 

needs to focus its resources where the likelihood of reaching its objectives is best, 

and when it comes to the house the House of Strategy a limit of six stakeholders has 

been set.  

Freeman (1984) has identified three levels as the minimum from which an organiza-

tion needs to understand its stakeholders. The first is from a rational perspective 

where the stakeholders are mapped. An organization that does not already have such 

a map can use the list of primary and secondary stakeholders as a starting point for 

creating one. At this level, the organization need to be aware that the list of primary 

and secondary stakeholders are categories and to manage effectively this is not 

enough so e.g. government has to be defined as the exact legislative body that deals 

with the issues at stake, and they need the name of specific banks rather than just 

write financial institutions. This exercise can easily lead to a large number of stake-

holders, and the exercise is complicated even further as stakeholders are not static 

(Freeman E. R., 1984, pp. 53-58).  

The second level is called the process level, and this is where the stakeholder ap-

proach needs to be aligned with the strategy from the very beginning. The essence of 

the description of this level is that when a business or business unit asks where it is 
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going, in which business it operates, and in what business it should be in, it also 

needs to ask who the stakeholders are. And when asking how it gets from where it is 

to where it wants to be, it should also remember to ask how stakeholders affect each 

division, business, functions, and its plans, just as it needs to make sure that re-

sources are allocated in the budget to deal with these stakeholders (Freeman E. R., 

1984, p. 69). Remembering to ask these questions will make life easier for any exec-

utive developing a balanced scorecard, and this is very close to the approach that the 

House of Strategy is based upon. 

The third level is labelled the transactional level and deals with the transactions or-

ganizations have with their stakeholders and is not particularly relevant when identi-

fying the most important stakeholders but comes in play at a later stage. 

4.3.1 Tools for ranking stakeholders 

Stakeholders are not static, but strategies and balanced scorecards are not static ei-

ther. Considering that it should be possible to reach the objectives of the strategy or 

the balanced scorecard within a given timeframe, the first two levels should make it 

possible to list all stakeholders and make a short list of which ones are relevant for 

reaching the current objective.  

Now, this list still will probably consist of more than six stakeholders, and some fur-

ther tools are needed to define the most important ones. Freeman (1984) himself in-

troduces a simple ranking systems where each stakeholder is listed and scored in 

order of how important they are for achieving success in a particular business or 

business area is illustrated in figure 3.  
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Figure 3 - a hypothetical example of a stakeholder/business matrix.  

Source: According to Freeman (1984). 

The same scoring system can be used the other way around to illustrate how im-

portant different issues are to the different stakeholders. If filled out correctly this 

simple tool can give organization a good idea of who their main stakeholders are, and 

which issues are critical for them.  

The power of the stakeholder is also very important to consider when figuring out 

which stakeholders to build into the strategic approach. But when doing so it is im-

portant to distinguish between power as in political or economic power of the stake-

holder and actual importance for a given objective to be reached. As an example, a 

stakeholder can have legislative or financial power over a corporation, but if the leg-

islation or financial situation is stable and secure, they might not be considered im-

portant for reaching a specific objective. When writing about the rational level, 

Freeman introduces a stakeholder grid with power on one axis and stakes on the oth-

er (Freeman E. R., 1984, p. 62). However, this is not really sufficient as it does not 

reflect how much power the stakeholder has on the business reaching the objective. 

Therefore, there are better and more visual tools for clarifying these issues, but the 

scoring system can be a helpful first step. It is common to put stakeholders in grids 
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with power or influence on one axis and attitude or interest on the other as illustrated 

in figure 4. 

 

Figure 4 - a stakeholder grid for defining which stakeholders have power or influence and combine it with 

their attitude or interest in the issue. Source: Individual illustration 

But still neither of these tools is quite adequate in themselves. In all cases it is obvi-

ous that stakeholders scoring high on power are important, but high power and posi-

tive attitude doesn’t really matter if the stakeholder is not at all interested in the cur-

rent issue. And if you identify a stakeholder as powerful and with a high interest in 

the issue, it is quite important to know their attitude in order to identify the best way 

to approach them. 

Murray-Webster and Simon (2006) have combined this into a three dimensional grid 

(figure 5) with power, interest and attitude on the three axis and developed arche-

types for the eight outer positions. See appendix 1 for a description of these arche-

types. 



46 

 

 

Figure 5 - 3-dimensioal grid developing stakeholder archetypes based on power, interest and attitude. 

Source: According to Murray-Webster and Simon (2006) 

With the stakeholders mapped in this three dimensional grid it becomes easier to 

single out which one we need to cater to when developing the House of Strategy.  

4.3.2 The Salience Model 

Another important model to consider when identifying stakeholders is the Salience 

Model developed by Mitchell et al. (1997). With Freeman’s work from 1984 as the 

starting point, they seek to clarify stakeholder theory in order to develop a theory of 

stakeholder salience that can explain to whom and to what managers need to pay 

attention. They propose that classes of stakeholders can be identified through their 

possession or attributed possession of the power to influence the firm, the legitimacy 

of the stakeholder’s relationship with the firm, and the urgency of the stakeholder’s 

claim on the firm (Mitchell, Agle, & Wood, 1997, p. 854).  

From this perspective they developed the below model where stakeholders are placed 

in different categories based on their possessions of power, legitimacy and urgency. 



47 

 

 

Figure 6 - The Salience Model 

Source: According to Mitchell, Agle and Wood, 1997 

Dormant, discretionary, and demanding stakeholders are labelled latent stakeholders 

as they are only assigned the possession of one of the attributes. In this case stake-

holder salience will be low and managers may not even recognize these groups as 

stakeholders (Mitchell, Agle, & Wood, 1997, p. 874). 

When a stakeholder is assigned two of the attributes, it is labelled an expectant 

stakeholder, and stakeholder salience will be moderate. However, there are some 

significant differences between the dominant, the dangerous, and the dependent 

stakeholder. Examples of dominant stakeholders can be significant creditors, or rep-

resentatives of owners, and they are often quite obvious stakeholders. But when 

choosing the stakeholders for the House of Strategy they might not need to be con-

sidered due to lack of interest or importance for reaching the objective. As long as 

the business is on track, they will remain satisfied. 

Dependent stakeholders need the support of someone with power to have their will. 

An example of this group can be neighbors to a plant that is polluting the local envi-

ronment. Since their claims are legitimate and they probably make noise due to the 

urgency of their matter, it is not unlikely that they will get help from e.g. a ruling 

body with power. 
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The dangerous stakeholders should literally be considered dangerous. This is the 

before mentioned example where some corporations need to consider terrorists a 

main stakeholder. Mitchell et al. suggests that “where urgency and power character-

ize a stakeholder who lacks legitimacy, that stakeholder will be possible violent… 

(Mitchell, Agle, & Wood, 1997, p. 877).” They also go on to justify, why they con-

sider this group important despite the fact that it is uncomfortable for any firm to 

include such groups in their stakeholders – and perhaps even in their strategy: “Not-

withstanding our discomfort, however, we are even more concerned that failure to 

identify dangerous stakeholders would result in missed opportunities for mitigating 

the dangers and in lower levels of preparedness, where no accommodation is possible 

(Mitchell, Agle, & Wood, 1997, p. 878).”  

Obviously, if a stakeholder is perceived to have all three attributes stakeholder sali-

ence will be high according to the model. 

No matter which model is used for stakeholder analysis, Mitchell et al. mention three 

points that are valid and should be born in mind: 

1. Stakeholders attributes are variable, not a steady state. 

2. Stakeholder attributes are socially constructed, not objective, reality. 

3. Consciousness and willful exercise may or may not be present. (Mitchell, 

Agle, & Wood, 1997, p. 868) 

In other words, a stakeholder can change from one position to another, it is the peo-

ple making the stakeholder analysis who subjectively define the stakeholder’s attrib-

utes, and the stakeholder itself may not agree to the definition, and even though the 

corporation might want to engage someone as an active stakeholder, this person or 

group might not be interested. 

Even though the salience model is well described and rooted in theory, it is in my 

opinion not the most suitable model when identifying stakeholders for reaching a 

strategic objective. This is due to the emphasis on urgency. Urgency is a very rele-

vant criterion in issues management and crisis communication but is too short sight-

ed when dealing with strategy. If the inside out approach from Porter and Kramer 
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have been used thoroughly, a corporation would be aware of all stakeholders with 

urgent claims – also including the “irritants” and the “time bombs” from Murray-

Webster and Simon’s model – and make sure that these issues are handled in an ap-

propriate manner. People or groups with urgent claims tend to make “noise” that will 

take attention away from the long-term strategic issues, but since stakeholders can 

move from one category to another it is still worth to bear the model in mind, as the 

likelihood of any identified stakeholder moving from latent to expectant or from ex-

pectant to definitive should be considered. 

4.3.3 The combined model 

If we combine all of the above mentioned models, we would have to score a stake-

holder on the following attributes: How important is the stakeholder for the corpora-

tion reaching its objective, how important is the issue for the stakeholder (interest), 

the stakeholder’s attitude towards the issue, the power of the stakeholder to influence 

the corporation, the legitimacy of the stakeholder’s relationship with the corporation, 

and the urgency of the stakeholder’s claim on the corporation. Freeman et al. (2007) 

adds one more category: the competitive threat. They suggest that managing stake-

holder relationships is less about attitude and more about behaviors and believes 

about the business, and if a stakeholder thinks that a corporation does not want to 

meet its needs, it is likely to leave the value creating process (Freeman, Harrison, & 

Wicks, 2007, pp. 15-16). 

Two more categories can be added to this to get an even fuller picture: How likely is 

the stakeholder to change position? This can mean move from latent to expectant or 

from expectant to definitive stakeholder but should also cover a shift in interest or 

attitude. The other category I would add is the possibility of creating shared value. 

When crafting a strategy there might be identified a latent stakeholder group with a 

great potential for creating shared value, and thus initiatives can be taken to make 

this stakeholder interested or e.g. teaming them up with a stakeholder with power, if 

it is a dependent stakeholder. This category can also be helpful in order to rule out a 

dominant stakeholder from a specific strategy, because the shared value may already 

be in place and all that is needed in the coming strategic period is keeping them hap-

pily informed. 
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In the salience model stakeholder’s either has one of the attributes or not. There is no 

in-between. Freeman (1984) scored the stakeholders on a scale of 1 to 5 and this 

gives a more realistic picture, so I would suggest scoring stakeholders in a combined 

model like visualized below. Urgency is included in the model as it can help identify 

stakeholders that need to be dealt with immediately and perhaps separately from the 

strategy.  
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Figure 7 - A model for scoring stakeholders based on a broad spectrum of attributes. 

Source: Individual illustration 

This model will not give a visual picture that easily identifies the main stakeholders. 

It will not even make sense to add up the score and then chose the stakeholders based 

on the aggregated score, as that would require the scores to be weighted carefully 

against each other. But just like creating a balanced scorecard turned out to be an 

important part of defining the strategy and reaching common ground on language 

and objectives, so shall the process of plotting stakeholders into a model like this 

serve as a discussion point where executives reach agreement upon who the most 

important stakeholders are and why. It will not give a simple answer like some of the 

other models, but remember; only complicated situations require a strategy, and 

choosing the right stakeholders are part of the complicated process of crafting a good 

strategy. 
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4.4 Who takes care of the stakeholders and how 

One question that now remains to be answered is who in the organization that is to 

take charge of managing the stakeholders and the stakeholder strategy. This is where 

communication managers enter the picture.  

The end of the industrialization era triggered the need for new strategy tools and the 

evolvement of management as a discipline, and basically all literature on strategy and 

management mentions turbulent times and how the world is getting more complex. 

Today is no different, and businesses are still facing a turbulent and rapidly changing 

landscape. Di Maria sums it up in three major forces: the digital network revolution, 

the reality of globalization, and the empowerment of myriad new stakeholders (Di 

Maria, 2007, p. 9). 

Together these three forces mean that it is easy to activate people from all over the 

world to have an opinion about a business or an organization. Legitimate or not, 

through social media like Facebook and Twitter, people can quickly become engaged 

in an issue and create a lot of noise – or urgency to stay in the vocabulary – that can 

have an impact on a corporations reputation. 

That reputations matter is a well stated fact. Economist estimate that intangibles may 

account for up to 80 percent of a company’s market value, and statistical analysis by 

the Reputation Institute shows that 61 percent of people’s purchase choices were 

explained by their perceptions of the company behind them (Fombrunn & Low, 

2011, pp. 18-20).  

Modern CEO’s expect their communication managers to be able to deal with reputa-

tion as well as with the three above mentioned factors, and just as these factors can 

post a threat to a corporation’s reputation it can also lead to new opportunities to 

“develop deeper and more extensive relationships – relationships that can unlock 

new kinds of value for the enterprise through collaboration across complex business 

ecosystems (Di Maria, 2007, p. 12).” The role of the communication managers will 

then not only be to safeguard the reputation of its own organization but also to shape 

the relationships among the different partners in these ecosystems. 
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The idea of putting communication managers or the Public Relations function in this 

role is not new. Freeman already did this in his first book through the ability of PR 

people to think in the “big picture.” He introduces the term External Affairs Manag-

ers and suggests that they among other key tasks should be assigned the task of iden-

tifying new stakeholders as this is an often overlooked task (Freeman E. R., 1984, p. 

223). A task that, due to the three above mention factors, is probably even more im-

portant today than when Freeman wrote his book in 1984. In a large organization it 

would not be possible for one function to manage all stakeholders on a day to day 

basis, and this is not what Freeman suggests. His idea is to have someone to explicit-

ly formulate a statement of the organization’s objective or mission in dealing with 

each stakeholder group. This statement shall help the operational managers make 

sure that their actions with their stakeholders on a daily basis are in line with the or-

ganizations posture. Formulating a mission or objective with each stakeholder group 

is also part of the process when building the House of Strategy, and if communica-

tion managers want to be part of this process, they must be seen as a valuable re-

source to the senior executives, help decipher a complex external environment and be 

able to negotiate with a multiplicity of stakeholder groups (Freeman E. R., 1984, pp. 

223-224). 

Today, senior executives might expect even more. In one of the follow-up studies to 

the Authentic Enterprise, The Arthur W. Page Society has asked CEOs what they 

expect of their Chief Communication Officer (CCO). One of the findings is that 

CCOs are held accountable for monitoring, measuring and interpreting the views of 

various stakeholders: “They want to know exactly which strategic communication 

initiatives are making exactly what impression on exactly what stakeholders (Bolton, 

Di Maria, & Levine, 2013).” 

In 2012 The Arthur W. Page Society also introduced a new model for how to prac-

tice corporate communication from their point of view. The model reflects how a 

corporation based on its character as defined by its beliefs, values, purposes, and 

actions should spur belief, action, confidence, and advocacy at scale among its stake-

holders (figure 8). According to the authors, this model differs from prevailing mod-

els in the respects that it engages stakeholders not only as groups of people but also 
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as individuals, and secondly in the respect that it not only tries to influence opinion, 

sentiment, and perception but tries to spur action and advocacy among the stakehold-

ers (Iwata, Bolton, Young, & Hassel, 2012, p. 6). 

 

Figure 8 - Building belief. A model from the Arthur W. Page Society showing how corporate character can 

lead to advocacy at scale from stakeholders.  

Source: Taken from Iwata et al. (2012). 

Again, the communication managers are at the center of this, as they are the ones 

most likely to have the means to follow new trends in the society and the knowledge 

of how to communicate to the different stakeholders in order to reach the desired 

objectives. Of course, it will be impossible to single out the individuals in all stake-

holder groups and craft specific objectives and actions for them, but this idea is not 

new either. Freeman et al. (2007) touches some of the same points when they list ten 

guiding principles (see Appendix 2 for all ten) on how to deal with stakeholders. 

Number seven states that stakeholders consist of real people with names and faces 

and children. They are complex (Freeman, Harrison, & Wicks, 2007, p. 60). Fur-

thermore, the idea is not to craft different messages for different stakeholders, and 

this is not what the CEO’s expect. Based on the transparency caused by the digital 

era it is clear to the CEO’s that it is not an option to tailor different messages to dif-

ferent stakeholders, but that they need one universal strategy that resonates with all 

stakeholders (Bolton, Di Maria, & Levine, 2013, p. 7). 
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This brings us back to alignment and the ability to make sure that the organization 

does not send conflicting messages to any stakeholders, internally or externally, be-

cause especially in the digital world all internal communication must be considered 

external as well as it is easily spread. This is why someone needs to “sit in the mid-

dle” and make sure that the values and the vision of the corporation are reflected in 

the culture, are internalized by the employees, and are told unanimously to the exter-

nal stakeholders. Freeman even takes it one step further and suggests that the stake-

holder managers become “ombudspersons” to whom the stakeholders can bring their 

concerns and have disputes resolved (Freeman E. R., 1984, p. 236). For communica-

tion managers this can be considered and open spot worth aiming for – as long as 

they realize that communication does not solve any problems in itself. It has to be 

rooted in the strategy. 

4.5 Why Stakeholder Theory is not enough 

Perhaps that very last point, that is has to be rooted in the strategy, somewhat reflects 

why stakeholder theory cannot stand alone as a strategic management tool. This 

chapter has mainly been about how to define stakeholders and what can be achieved, 

when the organization and the stakeholders can work together to create shared value. 

Much of the literature shares this approach, and Freeman, van Riel and others also 

give plenty of examples on different techniques and models on how to deal with dif-

ferent stakeholders.  

But without a strategy and a vision, these models and techniques don’t have much 

value. Where entrepreneurs will often start a company because they have an idea as 

to how they can satisfy the needs of a potential group of customers, none of them 

will start a company simply for aligning a large amount of stakeholders. Mapping 

and aligning stakeholders should be done to fulfil the strategy and the vision of the 

company – and thus create a shared value that will help the corporation reach its ob-

jectives.  

In other words, the stakeholder approach needs to be combined with something else 

to unleash its potential. This “something else” could very well be the balanced score-

card which could lead to a powerful strategic management tool. 
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5. The House of Strategy 

In 2000 Dr. Herwig R. Friedag and Dr. Walter Schmidt combined the balanced 

scorecard with the stakeholder approach and developed the House of Strategy 

(Storck, 2012).  This is a matrix where strategic initiatives are combined with the 

stakeholders, and where the measuring aspect from the balanced scorecard approach 

will be attached to all fields in the matrix. 

As with the balanced scorecard, the House of Strategy needs a strategy and a vision 

to be successful. This is reflected in the roof of the house, where the vision, the target 

image and the key result indicator should be reflected (Storck, 2014).  

Friedag and Schmidt are consultants with expertise in the balanced scorecard and 

have written several articles and books on this issue. Only few have been translated 

into English and the House of Strategy is not very well described. It is however de-

picted in an article published by the International Controlling Association where the 

vision, the target image, and the key result indicator are labelled mission statement, 

main objective, and ratio (Friedag, Schmidt, & Richter, 2006). In this thesis vision, 

target image, and key result indicator will be used as it helps distinguish the roof 

from the rest of the house, and because the terms serve a stronger purpose and high-

lights the need for the strategy to be developed before the scorecard/house is filled 

out. 

The vision shall be the statement that makes the employees want to get up and go to 

work in the morning. This shall reflect what the corporation wants to achieve within 

the given timeframe. The target image is what the corporation wants the stakeholders 

to picture in their mind when they think about the corporation. And the key result 

indicator is the overall indicator that describes: “the ultimate criterion which all stra-

tegic decisions are subject to (Storck, 2014).” 

The roof of the house needs to be in place before the rest of the work begins. Just like 

the process of developing a balanced scorecard will help executives define their 

strategy, so will the House of Strategy. The process of developing the House of 

Strategy makes no sense if the elements of the roof are not in place. During the pro-
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cess the executives might attain new insight and go back and re-write the statements 

in the roof, but it needs to be in order to begin the process. 

Friedag and Schmidt have developed a set of questions that will help executives fill 

out the roof and define their overall strategy and vision by focusing on the following 

set of issues: the company’s founding principle (culture and value), corporate policy, 

defining purpose, main challenge, core strategy, business model, and what must be 

done now (Storck, 2012) (see appendix 3 for further description). 

For all the rest of the spaces in the house the OAR principle of Objective, Action and 

Ratio will be used, even though the word indicator is preferred to ratio. The OAR 

principle reflects the Objectives, Initiatives, Target, and Measures in the original 

balanced scorecard by Kaplan and Norton.  

Especially when defining the ratios it is important to be aware of a difference be-

tween strategic and operational actions. Friedag et al. (2006) argues that strategic 

actions result in inflow of potential, where operational actions result in inflow of 

money. Too make sure that focus is kept on the strategy and not on sub optimizing 

for immediate fulfilment of short term financial targets, the ratios should be strategic 

rather than operational and e.g. measure number of meeting with prospects rather 

than turnover or profit. They also argue that the structures should be simple and 

clear, even if the simplification results in lack of precision (Friedag, Schmidt, & 

Richter, 2006). Especially when filling out all the rooms of the house, there can be an 

overload of indicators, and for strategic actions one indicator will rarely be sufficient 

to state whether the objective has been reached or not, which is why there is a need 

for simplification. But perhaps sufficient would have been a better word than simple 

to use. 

5.1 Building the house 

When implementing a balanced scorecard Friedag et al. (2006) for hierarchically 

oriented business describe the method of Kaplan and Norton using a strategy map 

and looking at the four perspectives: financial, customers, internal processes, and 

learning and growth. Yet for more process oriented businesses they have developed a 

model with six steps as illustrated in figure 9.  
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Figure 9 - Steps for building a balanced scorecard / House of Strategy in a process oriented business with 

communication as the pivot point.  

Source: Taken from Friedag et al. (2006) 

It is noticeable that communication is the pivot point. Communication plays such a 

central role in their model because they underline the importance of people, as it is 

the people and not the ratios that will fulfill the objectives, and only a when the vi-

sion and target image are acceptable to the majority will the balanced scorecard mo-

tivate the employees to be committed (Friedag, Schmidt, & Richter, 2006). 

In the house depicted in the 2006 article Friedag et al. has strategic themes horizon-

tally on the top floor and development areas vertically at the very left combining 

these two in a matrix. This is where their house differs from the House of Strategy as 

used in this thesis where the development areas are exchanged with stakeholder 

groups as in figure 10. Note that we are speaking of stakeholders as groups and not 

down to the individual level at this point. 
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Figure 10 - The House of Strategy. Ready to be filled out with strategic themes and stakeholders. 

Source: Individual illustration 

Once the vision, target image and key result indicator are in place, the next step is to 

define the strategic themes. The question to ask here is what must be done now in 

order to fulfill the vision and target image? Through three to five strategy themes it 

shall be possible to describe the essential requirements that the company must focus 

on to reach the overall objective (Storck, 2014). Kaplan and Norton’s four perspec-

tives can be used as a point of reference, as long as the point from 2.3.2 that it is a 

template and not a strait jacket is kept in mind. As the customers will in most cases 

be among the stakeholders this perspective might not initially make sense, but 

Kaplan and Norton thought the process through thoroughly and by using their four 

perspectives as a starting point for the process of filling out the strategic themes the 

likelihood of a holistic picture will increase. For instance, the customer itself will not 

be a strategic theme, but talking about how to attract new customers or increase turn-

over from existing customers can lead to altering of the product portfolio as a strate-

gic theme.  

The other perspectives can serve as initiators for strategic themes as well, but it is 

also possible to be creative and work out strategic themes from scratch. In that case, 

the perspectives from Kaplan and Norton can be used as a check list to make sure 

that no major point is forgotten. However, a very important part of this process is the 

ability to cut through and make decisions, or as Friedag et al. phrases it: “The prob-
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lem is not determining the main focus points, but rather deciding what is to be left 

out. Having the real courage to concentrate has a decisive impact on the success of a 

balanced scorecard (Friedag, Schmidt, & Richter, 2006, p. 13).” This is well in line 

with the earlier definition of strategy, where we have to choose the best alternative 

from a number of future scenarios. 

5.1.1 Objectives for the stakeholders 

Once the strategy themes are in place it is time to define with or for whom we will 

work in the planning period of the developed vision. As described in chapter four, 

there are plenty of ways and methods to find the most important stakeholders, and 

when using the House of Strategy we shall limit the number of stakeholder groups to 

six. As mentioned in 4.4 Freeman (1984) suggested defining an objective for each 

stakeholder group, which is also done here, together with an indicator. 

When defining the objective for a stakeholder group, the “Building Belief” model 

from the Arthur W. Page Society (figure 8) can be of help as the goal of our effort 

with each stakeholder group should be to turn them into advocates. So a good ques-

tion to ask when defining the objective for a stakeholder group is what do we want 

them to do? This shall define a desired target behavior that we want the stakeholder 

group to have. The next question of course is how we get them to do that, and here 

the steps: “Belief => Action => Confidence => Advocacy at scale” can help us again 

when filling out the rooms of the house. 

We also need an indicator for each stakeholder group. Again this indicator needs to 

be simple or sufficient rather than perfect as we otherwise run the risk of using more 

resources on monitoring the indicators than on nurturing the stakeholders towards the 

desired behavior. Often the same indicator can be used in more than one place in the 

house, which is perfectly fine as we otherwise run the risk of having 41 different 

indicators to measure. 

Once the strategic themes and the stakeholders are filled out, the structure of the 

house is in place, and it will look like figure 11, which is a house developed for a 

potential new tourist destination where the name of the place and the project has 

been disguised. The stakeholder groups of this project will differ somewhat from 
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most projects as there are currently no employees and no customers – and despite 

that these groups are not always needed it will be rare to see strategies where neither 

of these groups are among the six most important stakeholder groups: 

 

Figure 11 – An example of the structure of the House of Strategy with stakeholder themes and stakehold-

ers filled out. Source: Individual illustration 

5.2 Filling out the rooms 

With the structure in place we should have a clear and visible understanding of what 

needs to be done, and which stakeholders we need to work with. Already at this 

point, most employees should be able to look at the structure of the house and nod 

their heads – the vision should be appealing to them, and if developed right all the 

strategic themes will also make sense outside the executive chambers. However, at 

this point any employee or department in the organization will probably not be able 

to immediately spot what operational task she shall perform to fulfill her part of the 

strategy. This part will be made clearer when the rooms are filled out. 

For each room a strategy focused action shall be developed, again with an objective, 

an action, and an indicator. When defining the action, the objective of the stakehold-
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er group shall always be kept in mind. This way we will raise the likelihood of turn-

ing them into advocates, because even if they are customers, and we basically just 

want their money, we will get more of their money when they advocate on our be-

half, as we remember from Fombrum and Low (2011) how important reputation is 

for making buying decisions. 

In the example from figure 11 combing the strategic theme “Airport” with the stake-

holder group “Local Community” would then mean that we should define an action 

that would emphasize how an airport would raise the quality of life for the local cit i-

zens. This way we will also fulfill one part of the objective for the strategic theme, as 

we will have them support the project – which again if the strategy is right will in-

crease the likelihood of attracting the necessary investors. 

If we take the same strategic theme and combine it with the stakeholder group 

“NGO’s,” we might face a totally different challenge as this project is in a volatile 

environment. In our stakeholder analysis we might have found that this group is a 

potential threat, so the objective here might simply be to have this group not work 

against us. But the beauty of the House of Strategy is that we need to build this 

stakeholder group into our strategy from the very beginning, and we need to define 

actions where they are involved. No matter if we choose to use negotiation or con-

frontation techniques as described by van Riel (2012), we are forced to deal with 

them from the beginning to obtain our main objective, and communicating routinely 

with critical stakeholders will reduce the vulnerabilities (Riel, 2012, p. 123). On a 

tactical matter, inviting a critical stakeholder to the table can result in them actually 

taking responsibility for part of the project – in this case they might have knowledge 

and find an interest in constructing the airport in the most harmless way for the envi-

ronment – and thus turning a potential foe into an ally that will not come back later 

and raise an urgent issue. 

Defining actions for the rooms shall still be at a strategic level. The exact operational 

tasks will be defined later by the persons responsible for these tasks. So if we wanted 

to use a media campaign to convince the local community of the advantages of hav-

ing a new airport, the action would be a media campaign, not the specific press re-

leases or press conferences. 
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5.3 Clustering the rooms 

With the possibility of having five strategic themes and six stakeholder groups there 

can be a lot of rooms to fill out and a lot of new projects to fund and find resources 

for. In order to manage all of these actions, it makes sense to cluster them into differ-

ent projects where possible. This makes it easier to define the responsibilities clearly, 

coordinate the activities, consider the resources, and organize the work efficiently 

(Storck, 2014). 

This can be done using a color scheme as shown in figure 12 taken from a written 

assignment by myself from Quadriga University of Applied Sciences and thus not a 

real life case. 

 

Figure 12 - House of Strategy with rooms marked for clustering into projects 

Source: Individual illustration 

Where the pros of this clustering seem obvious for the above mentioned reasons, 

there are also some cons. Even though the rooms are not completely operational or 

tactical, they are at a level where most employees should be able to convert them into 

operational tasks. Clustering them into larger projects involves a risk of distancing 

them from the employees, so when using the House of Strategy it is worth consider-

ing using the clusters when introducing the new strategy and actions to e.g. the 
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members of the board, where as it can make sense to keep the structure with the 

rooms when specific groups of employees need to convert the strategic actions into 

operational tasks. This way it will be easier to see how their actions fit the overall 

picture, and it will be easier for them to figure out what the management expects 

from them. 

5.3.1 Reporting and learning 

Once the entire house is filled out, the organization should have a very clear picture 

of what needs to be done to reach the objective. But of course that’s only when the 

work begins, and if we remember the steps in figure 9 from Friedag et al. there are 

still two more steps to go.  

One is reporting with the balanced scorecard, and the other is organizing the learning 

process. The reporting is about finding a way to organize the indicators. Depending 

on the nature of the indicators, this can be done in a scorecard or turned into some 

sort of dash board. Especially if the indicators can be monitored in real time or on a 

daily basis, a dash board can be a useful tool due to the visual design. 

The learning process is to remind us that we don’t operate in a static world. Stake-

holders are people, and their minds and interests change, and strategies too are for 

times of change. This is why any organization must be able to learn and needs to be 

able to react to changes in the environment. At least once a year the house should be 

looked through to see what altered conditions need to be reacted to (Friedag, 

Schmidt, & Richter, 2006, p. 27). 

5.4 The House of Strategy and Communication 

As stated in the very first sentence in the introduction, linking business strategy and 

communication is the most important issue for communication management in Eu-

rope until 2017. Considering the impact of reputation on a business it should be no 

surprise that this is considered important. That it is also a difficult task should be 

clear from the preceding chapters that have shown that strategy is a complicated mat-

ter that neither could nor should be phrased in a short sentence. The vision, the mis-

sion, and/or the brand tag line should be short, sweet and appealing to the public, but 

anyone thinking this reflects the entire strategy of an organization is wrong – and 
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since communication managers are expected to be able explain complicated matters 

so they are simple to understand, it is no wonder that they run into problems when 

facing this task. 

With Kaplan and Norton’s (1992) introduction to the first article about the balanced 

scorecard in mind (what you measure is what you get); communication managers 

also face the problem that the impact of their work is difficult to measure. However, 

this is possible as shown by The German Public Relations Association and the Inter-

national Controlling Association, which have developed models and scorecards for 

how communication impact can be measured (DPRG, 2014). 

With the many indicators the House of Strategy can help communication managers 

measure the impact of their work. As illustrated in figure 9, communication is the 

pivoting point for developing the scorecards, and communication plays a perhaps 

even more central role when aligning the internal and external stakeholders. Com-

munication managers can use the indicators of the House of Strategy to make their 

impact explicit in terms of value creation as shown in the outflow column and the 

direct and indirect outcome as shown in the outcome column in figure 13. Notice 

how the indicators mentioned in the outcome column in figure 13 reflects the Belief 

model from the Arthur W. Page society (figure 8), and how these indicators repre-

sents much more value than e.g. press clippings.  
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Figure 13 – A model for showing the impact and evaluation of communication.  

Source: Taken from DPRG and ICV - www.communicationcontrolling.de 

If involved in developing a House of Strategy, communication managers can look to 

the examples of indicators in the above framework when developing the indicators 

for the various spaces in the house. Claiming that a communication initiative alone 

will raise the number of project agreements or sales will of course not hold true, but 

in almost all cases the communication department should make themselves and their 

internal stakeholders aware that e.g. a large number of press clippings is an indicator 

that is of no value in itself, if these clippings do not lead to something of greater val-

ue for the organization.  
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6. Conclusion 

The House of Strategy can indeed help linking business strategy and communication 

and help solve the most important issue for communication management in Europe. 

This is due to the visual power of the house, where the vision, target image and stra-

tegic themes are presented on the same page as the most important stakeholders. The 

developers of a house are forced to articulate objectives for the strategic themes as 

well as for the stakeholders, and once these objectives are in place, the communica-

tive task is clarified. If the earlier described approach in how to formulate objectives 

for the stakeholders is followed and the Belief model (figure 8) is taken into account, 

the House of Strategy will give communication managers a very clear understanding 

of what the corporation wants the stakeholders to do, and the combination with the 

objectives of the strategic themes will make this even more specific. This is reflected 

in the specific rooms of the house where communication managers should be able to 

define communicative actions for each room.  

This can of course lead to a discussion whether it is actually the House of Strategy 

that can help communication managers solve their issue, or if it is the fact that the 

process of developing the House of Strategy forces the developers to formulate the 

strategy in a manner that makes it explicit and thus easier to communicate. But from 

the point of view of communication managers that is indifferent, if it solves the prob-

lem. 

With the House of Strategy, the objectives of the organization are made explicit, and 

if the work of building the house is done properly there will be a large number of 

interconnected objectives – each with a story to tell that matches the overall objective 

and helps create the target image in the mind of the stakeholder. 

But seeing how the House of Strategy could link strategy and communication was 

not the main purpose of this thesis, so it is time to get back to the research question. 
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6.1 Unfolding the research question 

The research question was: To what extend can The House of Strategy overcome the 

challenges with developing and implementing strategy using Stakeholder Theory and 

the Balanced Scorecard? 

6.1.1 Overcoming challenges with Stakeholder Theory 

The main challenge with stakeholder theory described here is that it seems to give 

stakeholders priority over the objectives of the organization. And even though no 

corporation or organization can exist without obtaining legitimacy by its stakehold-

ers, it first needs a purpose or product to obtain that legitimacy. Of course, Freeman 

recognizes this as well, but in his writings he still insists on stakeholder theory being 

the pivot point for setting strategic direction, e.g.: “… stakeholder theory is intended 

to be the central organizing paradigm for strategic management and not a supple-

mental theory (Freeman, Harrison, Wicks, Parmar, & de Colle, 2010, p. 87).” 

This quote somehow sums it up. It might be an organizing paradigm, and even 

though Freeman et al. here consider it more than a supplemental theory, it is obvious 

that it cannot stand alone. When developing a strategy, every executive should ana-

lyze the effect the required actions of the strategy will have on and from stakehold-

ers, and how this will impact the likelihood of success. Yet an executive who has 

studied nothing but stakeholder theory will probably have difficulties in organizing 

the internal processes, the learning and growth process, and making sure that all the 

financial ends meet. 

From this perspective, the House of Strategy of strategy is very useful in overcoming 

the challenges with stakeholder theory as it forces the people developing the strategy 

to identify the strategic objectives and then single out the stakeholders necessary to 

reach those objectives. The matrix of several strategic themes and stakeholders en-

sures that all vital parts of stakeholder theory is considered, and the objectives, ac-

tions and indicators of each room in the house furthermore sets directions for the 

implementations of the strategy in regard to the stakeholders. 
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6.1.2 Overcoming challenges with balanced scorecard  

The main challenges mentioned regarding the balanced scorecard were the lacking 

focus on other external stakeholders than the shareholders and customers, and the 

somewhat rigid four perspectives. The House of Strategy definitely overcomes the 

stakeholder challenge by combining the strategic themes with the stakeholders.  

As earlier described, Kaplan and Norton stated that the four perspectives were to be 

considered a template and not a strait jacket (Kaplan & Norton, 1996, p. 34). This 

has however remained a challenge, and the House of Strategy helps overcome this as 

well, as the strategic themes can be developed around any issues that help the organi-

zation reach the overall objective. It is my proposal that organizations using the 

House of Strategy should actually be careful not to dismiss the four perspectives 

from Kaplan and Norton when identifying their strategic themes but use them as a 

check list to ensure that the financial, the internal processes and the learning and 

growth perspectives are covered by their House of Strategy. 

Kaplan and Norton developed the strategy map to visualize the strategy process, and 

an additional benefit to the House of Strategy is the way it makes a strategy visible. 

Kaplan and Norton’s strategy map follows the four perspectives and from a bottom 

up approach tries to interlink the different actions. But one action in one perspective 

will not always lead directly to another action in another perspective, and so these 

interlinks may become artificial. The many rooms of the House of Strategy are more 

like pieces that make up a puzzle, which in my opinion is a better reflection of a 

strategy and a strategy process. 

In terms of implementing the strategy, the word alignment has been used a lot and 

the puzzle metaphor and the visual identity of The House of Strategy have some 

alignment advantages to an ordinary balanced scorecard. The matrix system of the 

house should make it visible if any of the stakeholders have conflicting interests – 

and this identification of conflicting interests is the first step in aligning these inter-

ests.  

Looking solely at internal alignment in terms of motivating all employees to move 

forward in the same direction, the balanced scorecard can be as strong a tool as the 



69 

 

house, but from a leadership perspective the house has the advantage that you can 

point to the room and explicitly tell how a particular operational task fits in to the 

greater picture. Personal scorecards as described earlier have the same function, but 

there is a risk that these personal scorecards are developed down a line through dif-

ferent functions or subunits and lose the big picture along the way. So in that matter, 

the House of Strategy has some advantages as well, as it makes it easier for any em-

ployee to see how their part adds to the whole. 

6.1.3 Challenges with the House of Strategy 

Too many measures is another of the challenges earlier mentioned regarding the bal-

anced scorecard, and this is one that the House of Strategy does not solve. With five 

strategy themes and six stakeholders a house will contain 41 indicators plus the key 

result indicator, and if these indicators are not defined properly they will demand 

more resources than they will add value. This challenge can be overcome by selec-

tion them carefully and using the same indicator where possible and making sure that 

the body developing the strategy agree upon what are Key Performance Indicators, 

and what are just Performance Indicators. 

Another challenge with the House of Strategy can be the number of actions if there 

are 30 rooms in the house. Proposing 30 projects at one time can easily seem defo-

cused, and as described earlier one suggestion here is to group the actions into clus-

ters. Where these clusters serve a purpose in terms of simplifying and perhaps con-

vincing a board of the required investment, they at the same time remove one of the 

above described advantages where the house makes it easy for almost any employee 

to see where their piece fit the puzzle. This challenge connects with the earlier dis-

cussion regarding substitution and simplification – it can of course be overcome but 

it requires the attention of the executives and the communication managers. 

6.2 Answering the research question 

From the above it can be concluded that the House of Strategy to a very large extend 

can solve some of the most described challenges with stakeholder theory and the 

balanced scorecard.  
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But one very important point to bear in mind here is that the House of Strategy re-

quires exactly the same focus from senior executives to be a success as the balanced 

scorecard does. Just like the balanced scorecard is built around a vision and a strate-

gy, so is the House of Strategy – and the outcome will never be better than the vision 

and strategy. Balanced scorecard and the House of Strategy are tools that forces ex-

ecutives to think their strategy through, but if the strategy is not good enough, if they 

don’t revisit their strategy frequently and adapt to changes, and if they don’t connect 

their budget with the strategy, they will fail, just like the other 80 percent of enter-

prise that according to Kaplan (2013) fail at strategy execution. 

6.3 Communication managers and strategy  

As mentioned in the beginning of this chapter the House of Strategy can help link 

strategy and communication. But that work does not necessarily invite the communi-

cation managers to the strategy room. 

All the main sources of this thesis recognize communication as important for suc-

cessful implementation of strategy. But where most books on strategic management 

recognizes the need for executives to be good communicators, a secondary objective 

for this thesis is to look at how the House of Strategy can help communication man-

agers earn a seat at the table where strategies are crafted.  

The House of Strategy is a strong tool for alignment, and it has been well described 

how communication is essential for internal as well as external alignment. In this 

digital era the need of an organization to speak with one voice is more important than 

ever before to not jeopardize the reputation, and thus the house is a very useful tool 

for communication managers pointing out to senior executives where the risks of 

non-aligned messages lie. This is still a reactive approach, but to earn a seat at the 

strategy table requires that communication managers can prove their value. The 

many indicators of the house combined with the framework for communication con-

trolling (figure 13) can help prove this value in a measurable way.  

The real value of communication in strategy is released when an organization reach-

es the state described in the introduction, where there is little need for communica-

tion because everyone understands the objective and their role in it. The House of 
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Strategy visually shows the overall objective, and everyone should be able to find the 

objective of their role in one of the rooms. But this only works if the objectives are 

appealing and communicated in a way that makes sense on the individual level. This 

speaks for considering the wording carefully already when crafting the strategy. 

Again, this is not enough to earn a seat at the table, because if it just a matter of con-

sidering the words, then it can be argued that it can be done afterwards. 

Probably the best way to use the House of Strategy as an entrance ticket is to take the 

stakeholder approach. As pointed out earlier, there seem to be a vacant seat in many 

organizations as the one being in charge of stakeholder relations or acting as a stake-

holder “ombudsman”. Communication managers are good at asking questions and 

often the role of the communication manager already is to act as the devil’s advocate 

when decisions are taken and communicated.  

With the House of Strategy as a tool to develop and implement a strategy there is a 

need for someone to identify and speak on the behalf of the stakeholders to secure 

that their expected point of view has been taken into account. Communication man-

agers are very suitable for this role as they should be used to having an outside in 

approach on the organization and always be thinking in the full picture. 

No organization or corporation will obtain success with their strategy if they don’t 

take their stakeholders into account. The House of Strategy is a very powerful tool 

for considering stakeholder needs and aligning them. Communication managers are 

in a suitable position to “own” the stakeholders of an organization. Because of this, 

the House of Strategy can provide communication managers with an invitation to the 

table where strategies are crafted. 

For communication managers eager to receive this invitation it is necessary to bear in 

mind that being able to communicate is not enough. If they want an invitation, they 

have to create value – and this requires that the communication managers also look 

outside their own fields and learn to master the tools of strategic management. Start-

ing with the balanced scorecard and the House of Strategy would be a wise choice. 
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Appendix 1 

Stakeholder Archetypes 

Saviour – powerful, high interest, positive attitude or alternatively influential, active, 

backer. They need to be paid attention to; you should do whatever necessary to keep 

them on your side – pander to their needs.  

Friend – low power, high interest, positive attitude or alternatively insignificant, 

active, backer. They should be used as a confidant or sounding board.  

Saboteur – powerful, high interest, negative attitude or alternatively influential, ac-

tive, blocker. They need to be engaged in order to disengage. You should be prepared 

to ‘clean-up after them’. 

Irritant – low power, high interest, negative attitude or alternatively insignificant, 

active, blocker. They need to be engaged so that they stop ‘eating away’ and then be 

‘put back in their box’.  

Sleeping Giant – powerful, low interest, positive attitude or alternatively influential, 

passive, backer. They need to be engaged in order to awaken them. 

Acquaintance – low power, low interest, positive attitude or alternatively insignifi-

cant, passive, backer. They need to be kept informed and communicated with on a 

‘transmit only’ basis. 

Time Bomb – powerful, low interest, negative attitude or alternatively influential, 

passive, blocker. They need to be understood so they can be ‘defused before the 

bomb goes off’. 

Trip Wire – low power, low interest, negative attitude or alternatively insignificant, 

passive, blocker. They need to be understood so you can ‘watch your step’ and avoid 

‘tripping up’.  

(Murray-Webster & Simon, 2006) 
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Appendix 2 

The basic framework – some guiding principles 

1. Stakeholder interests need to go together over time 

2. We need to have a philosophy of voluntarism – to engage stakeholders and 

manage relationships ourselves, rather than leaving it to government 

3. We need to find solutions to issues that satisfy multiple stakeholders simulta-

neously 

4. Everything that we do serve stakeholders. We never trade off the interests of 

one versus the other continuously over time. 

5. We act with purpose that fulfills our commitment to stakeholders. We act 

with aspiration towards fulfilling our dreams and theirs. 

6. We need intensive communication and dialogue with stakeholders – not just 

those who are friendly. 

7. Stakeholders consist of real people with names and faces and children. They 

are complex. 

8. We need to generalize the marketing approach. (=overspend time (sometimes 

also money) paying extra attention to groups who are critical for the long 

time success of the company). 

9. We engage with both primary and secondary stakeholders. 

10. We constantly monitor and redesign processes to make them better serve our 

stakeholders. 

 

(Freeman, Harrison, & Wicks, Managing for stakeholders: survival, reputation, and 

success, 2007, p. 60) 
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Appendix 3 

Elements of a strategy.  

Originally from the book Management 2.0: Kooperation by Herwig Friedag and 

Walter Schmidt. Here taken from a translation of: (Storck, Strategie braucht 

Kommunikation. Führen mit messbaren Zielen, um Komplexität zu meistern, 2012) 

• The company’s founding principle: Where do we get our identity (values)? 

Why, or for whom, do we exist (mission)? What are we striving to achieve 

(vision)?  

• Corporate policy: What is the fundamental operational goal? (This is usually 

a financial key figure, but it may also be a brand assertion or a statement re-

lating to employment quality, etc.)  

• Defining purpose: Does the corporate policy correspond to the company’s 

reason for existence, or must this mission be aligned with a new direction in 

corporate policy?  

• Main challenge: Which fundamental problem needs to be solved in order to 

fulfil the company’s objective? Which essential stakeholders are particularly 

affected by this problem?  

• Core strategy: What is the long-term solution to this problem? Which capa-

bilities must be developed to allow the company to react more effectively to 

future uncertainties than its competitors?  

• Business model: What types of customers are to be targeted in future, and 

what are their needs? What are the company’s core competencies, and should 

anything be added to them? What makes the company’s offerings unique?  

• What must be done now: What time frame should be defined? What should 

be achieved within this time frame? How must the company be perceived in 

order for this to happen? How is the level of goal attainment to be measured?  
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