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Abstract

Traditional strategy maps, while effective for operational alignment, often fall short in addressing
innovation and creativity in today's rapidly evolving business landscape. This paper introduces a novel
framework for Dynamic Innovation-Focused Strategy Maps (DIFSM) that bridges this gap by integrating
innovation pipelines directly into the strategy mapping process. By leveraging real-time data processing,
predictive modeling, and, where appropriate, artificial intelligence, the DIFSM framework enables
organizations to balance long-term innovation goals with short-term execution needs in a highly
responsive manner. This approach transforms static strategy maps into dynamic tools that not only align
operational activities but also foster and manage innovation systematically in the context of fast-paced
market changes.

Keywords: Innovation management, strategy maps, Strategy map, balanced scorecard, agile frameworks,
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1. INTRODUCTION

In the rapidly changing business world, aligning long-term vision with short-term goals is always
challenging. The competitive landscape and technological advancement force the organization to focus on
innovation, often creating a competitive advantage over the long term. However, the challenges to growing
the business in the current market become more significant as they directly impact the business
performance and position in the current market, setting the path for the possibility of innovation. This need
creates the organizational urgency in any organization to focus a vast percentage of resources, energy, and
leadership to concentrate on the business's current operations rather than innovation. In some companies,
even though innovation is crucial to the company's core values, it is a secondary priority compared to
operations as it lacks the ability to create financial impacts in the short term. Other technology or
innovation-oriented companies develop teams responsible for identifying opportunities, creating
innovation initiatives, and leading them to the market. However, these teams face challenges in aligning
innovations with corporate strategy.

One proven tool for connecting operational initiatives to business strategy is a Strategy map, often
discussed as a part of the balanced scorecard framework developed by Kaplan and Norton [1]. While
traditionally, a strategy map has proven to be effective in tracking financial, customer, and process
objectives, there is a need for integrating innovation as a core priority.

This paper aims to address this gap by exploring how a strategy map can link innovation management to
organizational goals, both short—and long-term. The paper also proposes a Dynamic Innovation-focused
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strategy map (DIFSM) framework to transform static strategy maps into dynamic tools that can be used
to incorporate innovation pipeline into corporate strategy.

2. LITERATURE REVIEW
A. Strategy Map
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Figure 1: Strategy map
A strategy map is a concept introduced by Kaplan and Norton [1] as part of their balanced scorecard
framework. It provides a visual representation of organizational strategy for operational excellence. This
map organizes the organization's objectives into four perspectives: financial, customer, internal processes,
and learning and growth. The primary goal of a strategy map is to illustrate cause-and-effect relationships
between various strategic objectives, thereby aligning operational activities with overarching strategic
goals (Kaplan & Norton, 2004) [2]. Figure 1 shows a traditional strategy map.
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Figure 2: Simple Strategy map concept
A traditional strategy map follows a bottom-up approach. The financial perspective ensures that plans and
processes lead to desired levels of economic value creation. Customer perspective defines how a business's
products are seen by the customer, including product attributes, brand value, and reputation. The internal
business process perspective identifies critical functional practices related to innovation, regulatory, and
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customer management. The learning and growth perspective details how intangible human capital and
infrastructure can be utilized to meet company goals.

B. Challenges with Traditional Strategy Maps

Static Nature: Organizations following the Strategy map tend to create them annually or biannually, often
as static documents. This hinders the ability to respond to the rapidly changing market conditions and
emerging opportunities for innovation [3].

Linear Approach: The traditional strategy map uses cause-and-effect relationships, assuming a linear
relationship between learning and financial outcomes; however, innovation is often a nonlinear and
iterative process that may not fit into the structure of the traditional strategy map [4].

Operational Focus: Strategy maps consider innovation under the internal business processes
perspectives, which often emphasizes process innovation rather than disruptive or transformational
innovation efforts that reshape the business model and business conditions [5].

Short-Term Focused: The traditional strategy map emphasizes clearly linking objectives and activities
to a financial outcome. This pressure leads to a bias towards short-term financial goals, resulting in
incremental innovations rather than more impactful innovations that meet the long-term organizational
vision [6].

Limited Metrics for Innovation: The traditional strategy maps lack metrics to measure innovation
performances beyond R&D spending and new product introductions (NPI) [7], limiting leadership's focus
on prioritizing innovation to fit the long-term vision.

Siloed Innovation: In traditional strategy maps, innovation is considered a part of the internal business
process perspective, which indirectly silos innovation activities rather than considering them as integrated
activities across all aspects of business and organization [8].

With innovation being the key component for the long-term success of the organization by setting a
competitive advantage, there is a need for a more dynamic, innovation-centric approach to strategy
mapping. This can help better capture the complexities of innovation management and provide additional
metrics to measure, monitor, and communicate the process. To address these limitations and to foster and
manage innovation, this paper proposes a Dynamic Innovation Focused Strategy Map (DIFSM)

3. DYNAMIC INNOVATION-FOCUSED STRATEGY MAP (DIFSM)

The dynamic innovation-focused strategy map focuses on addressing the limitations of the traditional
strategy map proposed by Kaplan and Norton (1996). The structured approach of DIFSM helps transform
the static strategy maps into dynamic tools that integrate innovation-oriented initiatives across all four
perspectives. The DIFSM framework enhances the traditional strategy map with five interconnected
components.

A. Innovation Perspective Integration:

The dynamic innovation-focused strategy map introduces an "Innovation Perspective" that intersects with
all four traditional perspectives of the traditional strategy map. This perspective ensures that innovation is
not siloed within a single perspective but integrated throughout all the perspectives, ensuring alignment
with all capabilities and organizational strategies. This perspective can be visualized as shown in Figure
2, running parallel to all other perspectives.
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Figure 3: Dynamic innovation-focused strategy map
In order to implement this perspective, identify the key innovation strategies that align with the
organizational vision and goals. Then, define specific innovation objectives to support each of the
perspectives or cross-perspective objectives. One of them is addressing the financial perspective with
increasing revenue from new products created for new markets identified through emerging technologies.
Learning and Growth perspective with "develop cross-functional innovation skills in all employees".
B. Dynamic feedback loops
To overcome the static nature of traditional strategy maps, the DIFSM framework incorporates dynamic
feedback loops that allow for continuous updating of objectives and metrics based on real-time innovation
performance and market changes.
This can be implemented by establishing a system for real-time data collection on innovation metrics.
Incorporating Al-driven analytics to identify trends and patterns in innovation performance can enhance
the impact of the innovation perspective. Create mechanisms necessary for rapid strategy map updates
based on insights from the feedback loops. Implementing a monthly innovation performance review and
using predictive analysis to forecast the impact of emerging technologies on current objectives are
some examples.
C. Agile objective settings
The DIFSM framework adopts agile methodologies for setting and updating objectives, allowing for
greater flexibility and responsiveness to change.
These objectives can be set by breaking down long-term innovation goals into shorter-term, achievable
objectives. Implement sprint-based planning for innovation initiatives with a sprint span long enough to
accommodate progress and innovation robustness. The dynamic nature expressed in the early stage should
facilitate regular review and adjust the objectives of each sprint. Setting a 90-day sprint span and
conducting retrospectives on innovation objectives and efforts are some examples.
D. Cross-functional innovation metrics
To ensure that innovation is truly integrated across the organization, the DIFSM framework introduces
cross-functional innovation metrics that span multiple perspectives.
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Figure 4: Cross-Functional Innovation Metrics
To implement this, identify key innovation performance indicators that are connected across traditional
silos and develop balanced scorecards that include these cross-functional innovation metrics. Time from

idea generation to market launch is an example metric that spans internal business processes and customer

perspectives. The percentage of revenue from products less than three years old metric connects financial
and customer perspectives, while another example of a number of employees contributing to innovation
projects outside their department metric spans learning and growth and internal process perspectives.

E. Innovation portfolio management

The DIFSM framework incorporates a portfolio approach to balance short-term incremental innovations
with long-term strategic innovations, which are often radical or disruptive in nature.
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Figure 5: Categorizing Innovation and Allocation
Source: Harvard Business Review

Understanding categories of innovation and where each innovation initiative falls could help understand
the potential impact. Having a formal resource allocation across the innovation portfolio based on the
strategic priorities and regular review to balance the portfolio could lead to successful management of
the innovation portfolio. The implementation of stage-gate processes tailored for each category of
innovation and the aim of setting innovation portfolio targets (like 70-20-10 split between core, adjacent,
and disruptive innovation) are some examples.

F. Implementing the DIFSM framework
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To incorporate the proposed framework into the traditional strategy map, the organization leader should
follow these steps.

Step 1: Evaluate the current strategy map and innovation management practices.

Step 2: Ensure the organization's innovation vision is clearly defined and communicated.

Step 3: Adapt the DIFSM framework components to fit the organization's specific context and needs.
Step 4: Test the framework on a select business unit or product line.

Step 5: Educate employees on the new approach and manage the cultural shift required.

Step 6: Implement the DIFSM framework across the entire organization.

Step 7: Conduct periodic retrospectives and refine the framework based on the learnings and business
needs.

Following this structured approach helps organizations transform their static strategic strategy maps into
dynamic tools. This not only aligns the operational activities to business strategy and financial outcomes
but also fosters and manages innovation systematically, aligning it to the overall long-term strategy.

4. CONCLUSION

A strategy map is a very powerful tool for connecting the organizational vision with its objectives while
providing a visual representation to connect objectives to four perspectives, from learning and growth to
financial outcomes. However, as strategy maps try to achieve this for short-term outcomes, they lack the
ability to adapt and foster innovation environments in the long term. The Dynamic Innovation-Focused
Strategy Map framework can address these critical gaps. This framework explicitly integrates innovation
management across all organizational perspectives. By introducing an Innovation Layer, incorporating
dynamic feedback loops, adopting agile objective setting, implementing cross-functional innovation
metrics, and embracing strategic innovation portfolio management, the DIFSM framework transforms
static strategy maps into dynamic tools that balance short-term execution with long-term innovation goals.
This framework also emphasizes fostering an innovative culture and incorporating the thoughts of
competitive advantage into the innovation-driven business environment. It also highlights the ability to
adapt to changing technological advancements and how they could affect organizational objectives.
DIFSM can enhance the existing strategy maps to capture a holistic view of both short-term and long-term
direct and indirect financial outcomes.
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