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ABSTRACT14
15

This paper summarizes ten years of empirical research on the ingredients of sustainable16
organizational success at different organizational levels.  While multiple dimensions of17
corporate success have received much attention in recent years, few studies had spanned18
the entire spectrum of structural levels.  Our cumulative studies have addressed three19
distinctive levels – the corporate, the business unit, and the project level.  While differences20
exist among levels, we found a common core across organizations to assess success from21
the very short to the very long-term.  This dynamic framework includes the following22
dimensions: the short-term financial and efficiency measures, the benefits to the customer23
measures, the people and human capital management measures, and the long-term24
measures of investment in the future.  Such framework could create a basis for any25
organization to develop its specific measures across its organizational levels.  Of special26
interest are the role of the human capital and the investment in creating future27
opportunities.  Our findings suggest implications for management on each dimension, and28
suggestions on how to address the human capital as well as preparing for the future across29
organizational levels.30
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INTRODUCTION38
39

What does organizational success mean?  Is it the organization’s profits, its sales, or cash40
flow?  Is it the current level of growth, or something else?  And if success is measured by41
the company’s market value, how could a firm sustain and grow its value year after year?42
Even before the implosion of the stock market in the beginning of the 21st century, the43
business community realized that measuring success based on financial values alone is44
insufficient.  Financial scandals, which made headlines when major corporations felt45
victim to the pressures of ‘managing’ quarterly results, only emphasized the inadequacy of46
financial measures such as profit, sales, returns, and even growth.47

48
Is this really new?  Over thirty years ago, Hayes and Abernathy [1] claimed that one of the49
dangers to the American economy is the pervasive short-term myopia.  Executives with50
financial and legal skills, who know little about their firm’s products, markets, and51
production processes, usually rely on quantitative short-term financial criteria.52

53
Today, however, many have realized that long-term aspects of any organization's54
effectiveness are equally critical [2].  Longer time horizons are particularly important for55
technology-based firms, operating in rapidly growing markets and fast changing56
environments.  Hamel and Prahalad [3], in their bestselling book “Competing for the57
Future” suggested new ways to look at the modern organization that is facing continuous58
change.  They claimed that for survival in the long term, firms must create the future as59
seen by potential needs of their customers and have the foresight to create and dominate60
emerging opportunities.  They must develop their core technological competencies, make61
sure they are preparing the necessary infrastructure for the future, and often realize they do62
not compete within the boundaries of existing industries, but have to shape the structure of63
future industries. This article represents ten years of studies on the ingredients of long-term64
sustainable success for various organizational levels.  We began our investigation of65
organizational success by focusing on the results of individual cases of business related66
decisions.  When such decisions are tested, one could easily see that current business,67
success is the result of decisions taken years ago.  And when looking into the future, most68
of management’s strategic decisions today will only have an impact on the business, three,69
five, or even ten years from now.  Thus, in addition to current performance and short-term70
activities, organizations must focus their attention on decisions and plans dedicated to71
tomorrow.  We concluded, as others, that organizational success should be viewed in72
multiple dimensions, and focus on different time horizons.73

74
In our quest to understand organizational effectiveness, we explored different structural75
levels within the organization.  We looked at different data samples, and at different times.76
Our empirical studies addressed separately, the corporate level, the strategic business unit77
level, and the individual project level. Our previous published research looked at success78
at the corporate and project levels [4] We have benefited from important existing concepts79
such as the Balanced Scorecard [5], but sought to go a step further, by empirically pursuing80
the critical elements, which constitute success at distinct levels.81
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82
We found that organizations would benefit from adapting a multi-dimensional framework,83
which would be used to scan their entire success landscape at different time horizons - from84
very short-term to very long-term.  Such framework will serve as a basis for the85
development of specific success measures for each organizational level.  While major86
differences may be found among hierarchical levels, we also found that some common87
themes extend across all levels.  The most important is the human capital element.  As88
many would agree, leading people is perhaps the most critical part pertaining to89
organizational success; yet, it has been largely missing as a stand-alone dimension in90
previous frameworks.  The second theme that is recurring across levels is ‘preparing for the91
future’.  As in the people dimension, in today’s rapid world, preparing for the future or in92
other words, creating future opportunities, must be addressed at all levels and almost by all93
managers.  The purpose of this article is to summarize the lessons we learned from our94
combined studies on success dimensions, as well as to discuss the critical role of the human95
and future dimensions at each organizational level.96

97
The next chapter begins by describing the process of studying the entire multi-dimensional98
success assessment framework.  We then devote specific chapters to each level – the99
corporate, the business unit, and the project.  We then specifically address the role of100
people and their leadership, as well as the role of preparing for the future and how can this101
part be nurtured by selecting the right measures.  We conclude with several organizational102
and managerial implications.103

104
105

THE DYNAMIC MULTIDIMENSIONAL SUCCESS FRAMEWORK106
107

Perhaps the most important work in recent years about organizational success measures is108
the Balanced Scorecard, which was developed by Kaplan and Norton [6, 7].  Kaplan and109
Norton’s assertion is that traditional financial accounting measures (e.g., ROI, EPS) can give110
misleading signals for continuous improvement and innovation, and are out of step with the111
skills and competencies needed by today’s organizations.  The Balanced Scorecard is a112
multi-dimensional framework that translates a company’s strategy into specific measurable113
objectives.  This includes a combination of financial measures, indicating results of actions114
previously taken, and operational measures that are drivers of future performance.115
Typically, 15-20 measures are developed in four major dimensions, which address different116
perspectives – financial, customer, internal, and innovation and growth. These dimensions117
manifest themselves in various forms for different organizations.  For example, innovation is118
treated as an internal perspective measure, while developing new technologies is part of the119
growth perspective.120

121
The Balanced Scorecard represents a critical step in understanding organizational success,122
and while it has a substantial impact on strategy formulation and implementation, some123
limitations and difficulties have been noted.  While Kaplan and Norton [6] did provide a124
“learning and growth” dimension, the broader role of managing the human capital was not125
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specifically discussed.  For example, Atkinson et al. [8] suggested that The Balanced126
Scorecard model was incomplete because it fails to adequately highlight the contributions127
that employees and suppliers make to help the company achieve its objectives. The128
argument is that learning is only one part of managing people; other aspects such as129
motivation, retention, should also be considered. Similarly, Smith [9] noted that The130
Balanced Scorecard fails to account for the role of “motivated employees”, a critical issue131
especially in the service sector.  And Edvinsson and Malone [10] suggested that the132
Balanced Scorecard is only part of what they call the Intellectual Capital of the firm, which133
consists of the human capital and the structural capital.134

135
While the Balanced Scorecard is widely accepted in a broad range of profit and non-profit136
organizations; e.g., financial services [11], higher education [12], and health care [13],137
during our research interviews, many managers frequently mentioned the lack of a people138
component in The Balanced Scorecard. The most notable problem in The Balanced139
Scorecard’s view of organizational success is therefore the lack of focus on the company’s140
human resources dimension.  Many managers frequently mentioned during our research141
interviews the need for people orientation. For example, Best Foods (now part of Unilever)142
[14] has been using The Balanced Scorecard for years; however, the company felt it143
necessary to add a fifth dimension, “People Development” to address this critical issue.144
Similarly, European firms (e.g., Nokia) have emphasized the importance of human145
resources management and the way they treat their employees as a critical component to146
their success.  These realizations have prompted companies to include specific assessment147
of management training, slack time, knowledge worker retention, and issues relating to the148
company’s global employee population. Consequently, these observations have motivated149
us to look further into the human dimension in assessing organizational success.150

151
Toward a Dynamic Model of Success152

153
The common motivation behind the debate about success is that management is still154
struggling with the issue of performance measurement, and is overwhelmed with155
performance data.  In typical real-life situations, management may have difficulty156
determining which specific measures are critical to the firm, and which measures will157
influence executives to do the right thing.  With this difficulty, many firms keep focusing158
solely on financial measures and even to this day, most empirical investigations in the field159
of business strategy have used only financial criteria for success -- profitability, return on160
investment, and revenue.161

162
Yet, traditional models of accounting, which were used to judge and even “define”163
organizations for so long, are no longer sufficient.  Corporate financial statements are164
increasingly proving to be only static representation of what goes on in the modern165
organization – or rather, what “was’ going on.  Development of new capabilities, new166
skills, new partnerships, global outreach, customer satisfaction, customer retention, and167
many other facets of organizational life are manifested later in financial success.  However,168
their presence in organizational success measures is seldom noticed. Rogers and Ghauri169
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[15] found that while measurement at the project level yields great insights and lessons for170
NPD output success, it is also necessary to move assessment to the ‘macro’ firm level to171
obtain an overview of activities. After all, project level success alone, does not guarantee172
increasing the company’s competitiveness. The continuing struggle to define173
organizational success reflected in the Conference Board’s concerns which was reported in174
“New Corporate Performance Measures” [16].  This report discussed the increasing175
corporate focus on performance, along with the inadequacies of traditional financial176
measures in the dynamic turbulent environment of today.177

178
Once the idea that organizational success is multi-dimensional has been recognized, it is179
the role of the researcher to identify the specific dimensions, with which an organization180
can monitor itself.  Any framework for success assessment should look, however, not just181
at different dimensions, but also at different time horizons, from the immediate, short-term182
view, which relates to months or quarters, to the very long-term, which is focused on years183
to come.  In the three studies that we conducted and are summarized here, we have taken184
this view.  We tried to identify what are the specific dimensions, which are typical to185
various organizational levels, and what time frames are associated with each dimension.186
What emerged was a dynamic view of organizational success, and different dimensions187
that represent different time horizons.  To be successful and sustain it, an organization188
needs to perform well on all dimensions.  As our findings showed, meeting short-term189
goals does not guarantee the future, and low performance in financial goals does not190
necessarily mean failure; often it is a prelude to great success.  We therefore called our191
model the “Dynamic Multidimensional Success Model” or DMDS, and it will be described192
in the next chapters.193

194
Taken together, the success of most organizations can be divided into five major195
dimensions, each consisting of several specific measures (see Table 1). These dimensions196
represent different time horizons.  Furthermore, at each organizational level we found the197
human element to be critical at different times.  The emergence of the human dimension,198
however, was not clear at the outset of our studies.  Only after integrating all levels were199
we able to place the people’s issues across levels (the shaded areas in Table 1).  Similarly,200
we found that preparing for the future plays also a critical role in looking at organizational201
success.  We thus summarize these two dimensions in separate chapters toward the end of202
this paper.203

204
205
206

To be sure, our findings do not mean, nor does this article claim that a single set of207
measures is universal for all organizations - be it companies, strategic business units, or208
projects.  Rather, it suggests that each organization would use our findings as guidelines,209
when it attempts to formulize its strategic plans and build its own measures for sustainable210
success assessment.  Companies should use the components of this framework in differing211
ways and with different degrees of importance, often finding their own way of measuring212
success and at times in deviation to these guidelines.  We believe, however, that the DMDS213
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model provides a fair base with which to start the journey of success assessment for most214
organizations.  In the next chapter we begin by discussing the first level, the corporate215
level.216

217
THE CORPORATE LEVEL218

219
The corporate level represents a collection of business units and centralized units such as220
Human Resources, central Research and Development, Legal, and Financial services.  A221
corporation is a diversified organization whose main goal is to create and increase value.222
While, as before, financial performance of the corporation is an indication of success in the223
short run, the corporation cannot succeed unless it adds value to the business units by224
providing tangible benefits that offset the costs of the overhead and lost independence.  The225
ability to transfer competitive skills across businesses and use them to gaining company226
advantage over competitors is expressed by the core competency concept, representing the227
sum of learning across individual organizational units [3].  The corporation’s effectiveness228
depends; therefore, on integrative decisions and activities which cross business boundaries,229
some of them having an immediate impact, and others whose impact can be recognized230
only in the long-term.  The success in achieving synergy by operating as a unified company231
has to be measured from several vantage points.  On one hand, it has to reflect the232
company’s short-term (financial) performance, and on the other hand, its success in233
creating an atmosphere of cooperation between the various business units, exploiting234
capabilities and core competencies across business boundaries, and establishing the vision,235
direction, and foundations for the future.236

237
Our research at the corporate level [17] of 180 U.S. firms have resulted in the following238
five dimensions (see Table 2):239

240
241
242

1.  Financial Performance243
244

This is the standard and traditional shortest-term dimension of organizational success.  It245
reflects last quarter results such as sales, profit margin and revenue growth.  These246
indicators are based on sales from existing products and services, which are the result of247
strategic decisions made years ago.248

249
2.  Market / Customer250

251
This dimension reflects the impact that the company has made on customers and markets,252
based on a cumulative effect of its strategic decisions.  Key measures in this dimension253
include customer satisfaction index, customer retention rate and service quality, as well as254
company’s reputation and image.255

256
3.  Processes257
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258
This dimension represents the success to achieve competitive advantage with the259
company’s internal processes.  It involves the company’s set of core competencies260
developed during recent years in various businesses; and its ability to deliver these261
competencies to its different collection of businesses while exploiting them as fundamental262
customer benefits. The most frequently selected process measures included ‘time to263
market for new products and services’, ‘quality of new product development and project264
management processes’, ‘quantity and depth of standardized processes’, ‘quality of265
manufacturing processes’, and ‘quality of its innovation processes’.266

267
4.  People and Leadership268

269
A significant level of academic scholarship has linked the management of the firm’s270
human resources to its performance, highlighting the criticality of a ‘People Development’271
dimension. Crook et.al indicated that theory at both the micro and macro level predicts that272
investments in superior human capital generate better firm-level performance [18].Specific273
measures that were found significant in this dimension include ‘retention of top274
employees’, ‘quality of professional/technical development’, ‘quality of leadership275
development’, ‘encourage employees to suggest and test new ideas’ and ‘employee skills276
training’. However, theory and research during the years tend to be focused at the277
organizational level of analysis. How human capital and social capital are created through278
HRM practices or how they are related to group or individual behavior are not explained or279
demonstrated explicitly [19].280

281
The importance of team leadership on project success has received significant interest in282
recent years. Turner and Muller [20] provided a wide-ranging literature review on283
leadership style as a success factor on project success. For large capital projects, project284
leadership was one of the strong predictors of success [21]. Most interestingly, a few285
studies have indicated a mixed result on project performance. For example, Belout and286
Gauvreau [22] while finding a link between the personal factor and project success287
(non-significant) they have indicated that this link does exist according to life cycle stage.288
The industry, project complexity and the age and nationality of the project manager also289
effect project success [23].290

291
5.  Preparing for the Future292

293
This last and longest-range dimension is aimed at assessing the company’s initiatives taken294
to create a new future for the company and its ability to create new trends in the industry.  It295
is its ability to see the future prior to its competitors and customers and to define new needs296
no one has been able to articulate before.  Within this dimension the company should strive297
to write the rules in its industry and define its insight.  It must have the foresight to do298
things others will copy later, and find new customers and needs not addressed at the299
moment.  It should try and make a difference to customers by exceeding their expectations,300
by creating unimagined products, and by making the future real and tangible to customers301
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and competitors.302
303

Several measures could be utilized for assessing the corporate success along this304
dimension.  For example, does the company’s opportunity horizon extend beyond existing305
product markets?  Is there sufficient investment in new technologies?  Is there an explicit306
process for identifying and exploiting new opportunities beyond the boundaries of existing307
business units?  Are these processes identifying new and unarticulated needs for existing308
and new customers, which are not served at the moment?309

310
Baseline Measures311

312
In addition to defining the Success Dimensions at the corporate level, our research shows313
that one set of measures cannot fit all organizations.  Rather, different types of organizations314
should employ different measures of success. Specific industries may have their own key315
metrics.  For example, ROI may be a critical measure for investment firms, while market316
position can be critical to firms in competitive markets. Individual firms would look,317
among other things, at their industry, technology and strategy, and would perform a318
sensitivity analysis as to the applicability of these measures to their own unique319
requirements.320

321
To begin with, a company may use a set of “Baseline Measures” that was identified in our322
research (shaded area of Table 2).  Based on the specific company type, a number of323
suggested refined measures can then be added for the individual firm.  For example, a324
high-technology organization may consider adding ‘customer benefits from products or325
services’, ‘cycle time’, ‘quality of innovation processes’ and ‘employee skills training’ to326
their performance metrics.  Similarly, a firm with a relatively long product life cycle may327
consider the addition of ‘quantity and depth of standardized processes’, ‘company’s328
reputation and image’ and ‘employee skills training’ to their measures.  The final set of329
measures would depend on the firm’s strategy, technology, and the particular industry and330
environment that a firm competes.331

332
An Example from a Study of U.S. Corporations333

334
To demonstrate the effectiveness of the multidimensional dynamic framework and its335
ability to address longer term business concerns, we have included in Figure 1 the relative336
ranking of five companies among the 76 public companies that were included in our study,337
in each of the five dimensions:338

339
Company a is a software services provider. It fared rather poorly across four of the five340
dimensions.  One of its major businesses has collapsed during the time of this research as a341
result of an invasion of new technology.  Its financial positions as well as future prospects342
looked weak.  In fact, with its stock price so low, the company’s management considered343
going private as a way of reducing expenses.344

345
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Company b is a successful licensed clothing manufacturer with high relative rankings in all346
dimensions except the ‘Customer’.  At the time of the survey they perceived some issues347
with a major customer, which has since been resolved.  Their processes, people and future348
measures were strong.  The company was sold with its stock price increasing more than349
350% over three years.350

351
Company c is a major engineering firm with relatively poor rankings in all dimensions.  It352
has endured major reductions in staff over many years, and has recently replaced its CEO353
with an outsider.  This company is in survival mode.354

355
Company d is a leading financial services organization with high rankings in all356
dimensions.  They are a leader in developing new products and understand their customers357
and markets; they are building a future.358

359
Finally, company e serves a unique niche in the global technology market.  Although their360
short-term financial ranking was low (they were investing for the future), their longer-term361
rankings were very high.  As a result of their future potential, this relatively new company362
was acquired for a very significant price.363

364
365
366

THE BUSINESS UNIT LEVEL367
368

Organizational success at the business unit level rests upon the aggregation of results369
achieved by different projects and products.  Typically businesses are measuring success in370
terms of gross sales, profit, return on investment and gross market share. Some of these371
measures may have longer time-horizons than others - for example, meeting backlog372
targets.  While a few companies are using additional longer-term measures such as the373
percentage of sales from new products, a comprehensive framework of the business unit374
success is needed.  Our studies [24, 25] of business units in the high-tech industry found375
that business unit success measures could be based on the following five dimensions (see376
Table 3):377

378
379
380
381

1.  Profitability382
383

The first dimension addresses the issues of how well does the business unit meets their384
financial and profit objectives and do present sales generate enough cash to insure the385
smooth operation of the business?  It reflects results of actions taken in the past that have386
generated recent sales.  This dimension involves the traditional measures of sales and387
profits.  However, the business should also ask, how its profit margins are doing relative to388
similar businesses in the industry and compared to its own profitability goals.389
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390
2.  Orders and Marketing391

392
This dimension involves the next step of success in the market.  It includes measures393
indicating prospective revenues from existing orders scheduled for delivery in the near394
future.  It addresses the question of how successful is the business in achieving sale395
objectives and in creating additional orders.  Is there a continuous flow of orders and what396
is the current level of backlog?  Of particular interest is the question how are these orders397
going to influence future cash requirements.398

399
3.  People Development400

401
This dimension highlights the critical role of people in the business units’ success.402
Measures such as the quality of professional development and management skills are403
essential to a successful operation.  It may also include utilization of skills across projects,404
placement of people, growth potential, and quality of administrative processes.  These are405
elements that take perhaps 2-3 years to develop but contribute to the business unit success406
for many years.407

408
4.  New Opportunities409

410
This dimension is focused on a longer range.  It measures outcomes that influence411
longer-return results since exploiting new opportunities may take time.  It addresses the412
question of how successful is the organization in opening up new opportunities for new413
products and new services and new markets.  What are the prospects of entering into these414
markets in the foreseeable future?  This dimension also includes assessing customer415
satisfaction and loyalty.  Are customers happy with the quality of the products and services416
of the business unit and are they willing to come back for additional purchases?417

418
5.  Preparing the Infrastructure for the Future419

420
This very long-term dimension addresses the question of how well is the business prepared421
for future opportunities and changes.  It reflects past and future investments that may422
determine the business unit's results in the years to come, and sometimes may even hurt423
business in the short-term.  Had the business identified and made the necessary strategic424
decisions on future technologies and future types of products?  Had it invested enough in425
developing skills required for future markets?  Does it have enough long-term programs,426
whose goals are beyond two or three years from now; and is it working on next generations427
of technology and products which are focused on five, seven, or ten years away?428

429
Specific Measures for Each Business430

431
While most organizations are using the first and second measures (profits and backlog),432
only a few are formally looking at longer-term dimensions.  Many companies are currently433
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using frameworks such as the Balanced Scorecard and some pioneering companies such as434
Hewlett-Packard and 3M have instituted a longer-term perspective for many years.  To435
focus their businesses on continuous innovation they are assessing, among other things, the436
percentage of sales from new products developed within the last few years (part of the437
fourth dimension - opening the window for new opportunities).438

439
Using the Framework for Predicting Future Business Success440

441
The multi-dimensional framework of business unit success was used in a study of 76442
business units in the electronics and computer industry in Israel [24].  The results indicate443
that the success of a business unit may be divided into two parts.  One encompassing the444
first two dimensions (profitability level and orders) and reflecting the short run economic445
success; while the other including the last two dimensions and reflecting the prospects for446
the future.447

448
The difference among the four dimensions and how short-term success differs from449
long-term success is demonstrated in Figure 2.  At the time of this study, we examined only450
four dimensions.   It exhibits the performance achieved by five business units and their451
relative ranking among the group of all businesses studied along the four success452
dimensions.  A high rank means high performance.453

454
455

Unit a was one of the best units in terms of short and very short-term success. However, it456
was one of the worst in terms of longer-term success.  Obviously, such a situation requires457
immediate corrective action for preparing the unit for future challenges.  Without such458
action, the situation might rapidly deteriorate, and then affect its short-term results as well.459
In fact, three years after the study was conducted, unit a went into severe financial460
problems and previous sales levels has significantly declined.461

462
In comparison to unit a, the position of unit b is quite strong regarding long-term measures.463
Its short-term measures, however, are rather poor.  It is likely however, that due to its good464
technological infrastructure and its new product and market opportunities, that it will soon465
recover and present good performance, regarding profitability and orders as well.  And in466
fact, three years later this unit proved itself as a very successful one.467

468
Intermediate cases have also been observed.  Unit c was ranked high in terms of469
profitability.  Regarding other dimensions, however, its ranks were quite low.  Although470
this unit has good profits at the moment, there are no orders to provide time for471
reorganizing and opening new opportunities.  Furthermore, it seems that management has472
not taken the right steps to establish the technological and human infrastructure, nor has it473
taken the steps for getting new orders.  Obviously, this unit is on its way to decline and so474
indeed happened later.475

476
The data on unit d supports, as well, the predictability of our framework.  Its profitability477
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level is quite low, while all its longer-term scores are higher.  As can be anticipated from478
the data exploiting the new opportunities, using a strong technological infrastructure might479
improve the profitability situation.  That is exactly the course that unit d has taken, and in480
fact, their profitability returned to an acceptable level.481

482
The data on unit e presents probably the last moment before consolidation.  Prior to the483
study, unit e reduced its workforce by 50% and during the study’s course it had actually484
taken desperate actions which proved to be too little and too late.485

486
487

THE PROJECT LEVEL488
489

Projects are launched today for a myriad of reasons: to develop new products, to establish490
manufacturing processes, to construct buildings, or to upgrade existing products.491
However, no matter what the motivation for the project, the question of assessing the492
project success has always been controversial and dependent on the assessor’s point of493
view.  One of the most common approaches to project success is to consider a project as494
successful for achieving its budget and schedule goals.  Although this may seem495
appropriate in the short term, it is hardy sufficient.  Quite often, what seemed to be a496
troubled project, with extensive delays and cost overruns, turned out to be later a great497
triumph in business terms.  Consider, for example, the construction of the Sydney Opera498
House.  The cost of this project was almost ten times higher than planned, and it took three499
times longer than anticipated.  However, it quickly became Sydney’s most famous500
landmark, and no tourist wants to leave Australia without seeing it.  Similarly, Microsoft’s501
launch of its first Windows operating system suffered substantial delays and required a502
continuous flow of resources and additional people.  Yet, from the moment of introduction,503
it became an enormous source of revenue for the company and today more than 90% of all504
PCs utilize the Windows system.505

506
Shenhar et, al. [26] have suggested that projects in the future will be managed more and507
more as strategic endeavors , not just as operational activities.  Projects should be focused508
on achieving business results and winning in the market place, and project management509
and teams will spend a great deal of their time and attention on activities and decisions that510
will improve business results in the long run.  Projects, therefore, must be perceived as511
powerful, strategic weapons, which are initiated to create economic value and competitive512
advantage, and project managers must become the new strategic leaders, who must take-on513
total responsibility for project business results.  In today’s rapid changing world, there is no514
time to share this responsibility in the old way, where project managers were concerned515
with “getting the job done,” while other managers were responsible for business aspects.516
One can no longer distinguish between project success and product success.  It is all part of517
the same game and projects can no longer be seen as just operational tools for executing518
strategy, but rather the engines, and the drivers of strategy into new directions.  Project519
success therefore must focus on all aspects, the short-term of meeting time and budget, but520
also the longer-term factors of business and future.  Our studies on project success have521
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resulted in the following framework of five dimensions [27]:522
523
524
525

1.  Project Efficiency526
527

The first dimension is the short-term measure expressing the efficiency with which the528
project has been managed.  It simply tells us how well the project met its initial529
specifications.  Was it completed on time?  And was it finished within the specified530
budget?  Although meeting time and budget constraints may indicate a well-managed,531
efficient project, it may prove that this project was successful in the short-term but does not532
indicate that the organization and customers have benefited in the longer term.533

534
On the other hand, with increased competition and shorter product life cycles, time to535
market (i.e., time from initial concept to market introduction) becomes a critical536
competitive component and therefore enhanced project efficiency should be seen as adding537
to product competitiveness.  Some organizations may find it beneficial to consider538
additional measures of efficiency.  For example, the number of engineering changes before539
final design freeze, cost of materials and tooling, efficiency and yield of production ramp.540
Other measures may involve efficiency of purchasing, safety measures, etc.  However, one541
must realize that all of these measures only relate to successful implementation of project542
execution and do not necessarily mean product success.543

544
2.  Team Leadership545

546
This is the project “people management” dimension.  It clearly represents the investment547
and skills of the project manager in leading, organizing, and motivating the team members.548
But it also represents the team’s “spirit” – the internal culture that was developed among549
team members, the collaboration, support, and joint effort, and of course the excitement550
and energy that often characterizes great projects.  Our research [28] suggests that project551
spirit is nurtured by creating a vision, and cultivating the values, the norms of behavior, the552
team internal interaction and mutual support and the social bonding of team members.553

554
The importance of team leadership on project success has received significant interest in555
recent years. Turner and Muller [29] provided a wide-ranging literature review on556
leadership style as a success factor on project success. For large capital projects, project557
leadership was one of the strong predictors of success [21]. Most interestingly, a few558
studies have indicated a mixed result on project performance. For example, Belout and559
Gauvreau [22] while finding a link between the personnel factor and project success560
(non-significant) they have indicated that this link does exist according to life cycle stage.561
The industry, project complexity and the age and nationality of the project manager also562
effect project success [23].563

564
565
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3.  Impact on the Customer566
567

The third dimension relates to the customer.  This dimension addresses the importance one568
should place to the customers’ requirements, and to meeting their needs. Understanding the569
“real” needs of the customer is extremely important and reflects the basic notion of570
success.  From the developer’s point of view, this dimension also includes the level of571
customer satisfaction, the extent to which the customer is using the product, and whether572
the customer is willing to come back for another project or for the next generation of the573
product.  In a study of the relative importance of success dimensions, Shenhar et,al. [28]574
have found that project managers perceive this dimension far more important than the other575
success dimensions.576

577
578

4.  Business and Direct Success579
580

The fourth dimension addresses the immediate and direct impact the project may have on581
the developing organization.  In the business context, did it provide sales, income, and582
profits as expected?  Did it help increase business results and gain market share?  Most583
important, did the project produce enough return on its investment, and did it result in a584
positive cash flow?585

586
This dimension may also apply to projects not aimed at building new products, but to587
internal organizational projects or to non-profit organizations. For example, organizations588
may need to assess the success of their re-engineering projects, or the building of new589
manufacturing processes.  It will include measures of performance time, cycle time, yield,590
and quality of the process; all of them will assess the direct impact that the project had on591
the organization.592

593
5.  Preparing for the Future594

595
The fifth dimension addresses the issue of helping prepare the organizational and596
technological infrastructure for the future.  How did the project contribute to future597
businesses and additional innovations?  Did it produce a new technology?  Did it create a598
new product line?  And did it create a new market?  Did we also build during this project599
new skills that may be needed in the future?  Did we develop enough core competencies to600
be used later across different business lines?  Can a project really be successful if the601
Product is a failure?  It can, if the failed project served as a foundation for another project,602
which developed a very successful product later.603

604
605

Project Success over Time606
607

Project success, therefore, should be considered as a dynamic concept, with different608
dimensions playing a role at different times, and their relative importance change with609
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time. It also changes with project type [26].  As for time, the first dimension can be610
assessed in the very short to short-term, during project execution and right after project611
completion.  The third dimension (Impact on the Customer) is assessed after the project’s612
product has been delivered to the customer, and the customer starts using it.  The fourth613
dimension, business success, can be assessed after reaching a significant level of sales or614
after the brake-even point.  Depending on the industry, this may usually takes up to several615
years.  While the fifth dimension can be assessed in the long term - usually several years616
may pass before this dimension can be fully exploited and judged.  Notice that the people617
dimension manifests itself during the project as well as after completion, when the project618
team members are assigned to new projects and continue to exploit their experience and619
knowledge gained during previous projects.620

621
622

THE CRITICAL ROLE OF THE HUMAN CAPITAL623
624

There is no question that the human element has a critical role in the success and625
competitiveness of the modern organization.  This becomes even more important with the626
acceleration of knowledge creation and the increased reliance of companies on knowledge627
management, knowledge assets and intellectual property.  Many authors have emphasized628
the importance of the human element to the success of today's organization.  For example,629
Ittner and Larcker [30] view human resource management practices as one of the key630
elements of process based performance improvements.  They suggest that a firm’s631
management and its employees can affect its financial performance as well as provide a632
valuable source of competitive advantage [30, 31]. Project-oriented organizations have633
unique human resource management issues [33], they are better at providing organizations634
with competent people, but do not do as well as caring for their employees; many of these635
companies realizing the critical need for these people are providing career development636
opportunities to improve morale. Firms have embraced the notion of human capital as a637
competitive advantage that enhances higher performance [34]. Similarly, Edvinsson and638
Malone [10] claim that “without a successful human dimension to a company, none of the639
rest of the value creations activities will work”. Furthermore, organizations in the Silicon640
Valley have coined the term “wetware” representing the human input into economic641
activities; this human activity can never be “owned”, only “rented,” and it is critical to any642
firms’ success [35].643

644
In our study of success dimensions across different organizational levels, we have witnessed645
the importance of human capital again and again.  Almost every manager that we646
interviewed has stressed the importance of human resources to the success of his or her647
company.  Statements that we heard included the following quotes [36]: a chairman of an648
engineering services firm asked: “Is staff morale higher than last period?  This is critical to649
our success.”  A defense contractor president suggested that, “The morale of employees is650
very important.  Unhappy employees will affect product quality, customer satisfaction and651
sales and profitability.”   And a general manager of a telecommunication equipment652
manufacturer said, “Employee skills, talent, and experience are the primary differentiator for653
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high-tech firms today.”  When we looked at specific dimensions in our research at the654
corporate level, we found that ‘retention of top employees’ was the second most frequently655
selected measure among all measures (second only to sales).  It was rated as important or656
very important by 76.7% of all respondents.657

658
Yet, when it comes to actual measurements, only a few organizations were found to be using659
a formal explicit framework to assess the company's success in treating its employees, its660
employee morale and satisfaction, or their skills and productivity.  The conclusion is clear:661
adding the assessment of the human element as an indicator for performance is critical to662
short-term success, but perhaps even more important to long-term success, and alternatively663
may serve as a pre-warning for trouble.  For example, if a growing number of people are664
leaving the organization and the turnover rate is increasing, clearly, something is wrong.665

666
Integrating the results of our three studies, we concluded, that the human element could667
indeed be measured.  Furthermore, while different people issues should be looked-at668
different organizational levels, there is a common element across all organizational levels669
that should be measured in order to guarantee sustainable success in the long run.  Starting670
from the lowest level, the human element at the project or team level should be focused on671
team leadership, team morale, and team spirit.  An individual project is a temporary672
organization that only exists as long as the work toward the project goal continues [37].673
When the goal has been reached, the project ends and the team members are assigned to674
other projects or commitments.  Thus the short-lived nature of projects suggests that dealing675
with people on the project should be focused on creating the immediate motivation and spirit676
that is needed to get the job done.  However, great project teams are characterized by high677
team spirit, extensive morale, and mutual support among team members.  Leaders of great678
projects are distinguished by their ability to make the team function as one, to support team679
members in their personal issues, and create a unity and community among team members680
so that they will feel that they are part of a unique excellent team.  Typical measures at the681
project level may include how people feel about being part of this team, how proud they are682
to be on the team, how much they are supported by their peers, and how much are they683
challenged by the goals and tasks of their project.684

685
At the business unit level the people issues are moving to a higher level.  Business units are686
more stable, and the people issues may have a longer term perspective.  Therefore, success in687
the management of the human capital will be determined by how well does the organization688
deal with their professional development, work assignments, placements in positions, and689
perhaps the development of management skills.690

691
Finally, at the corporate level, the human capital management should be focused on the692
longer-term issues.  One of the most important issues is the retention of top employees and693
professional workers.  Another one would be the organizational culture and how well it694
supports the creativity, the innovation, or the quality of the customer focus that the695
organization is trying to achieve.  And yet another issue may be the quality of developing696
leadership skills and growing people to prepare better for their next assignments on a697
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long-term basis.  One may also include tracking company statistics about the average age of698
employees, the average tenure of employees with the company, investment in training, and699
the average training days per year per employee.700

701
702

PREPARING FOR THE FUTURE703
704

Just as the human issue extends as important throughout the spectrum of organizational705
levels, preparing for the future appears a common theme in all levels.  This measure emerged706
from previous frameworks, which dealt with learning or investments in R&D.  Naturally,707
this is the longest-term dimension, and success in preparing for the future is perhaps the most708
important dimension for sustainable on-going success.  Yet short-term pressures are often709
preventing organizations from investing in the future or even assessing the way they are710
operating for achieving sustainable success.711

712
Our multi-level studies have shown that this issue is in fact on many managers' minds, yet713
when implementing a formal framework of success, only a few organizations made this714
dimension part of their assessments structure.  Here too, we found different specific715
measures to be relevant for the dimension of preparing for the future.  Once again, starting716
with the project level, preparing for the future means that the project is being managed to717
achieve more than just immediate business and profit related goals.  In many projects, an718
effort is made to build new technologies [38] or to prepare infrastructures and abilities that719
would be used in the future for other projects and by other product lines.  Typical measures720
indeed include developing new technologies, creating new markets and developing new721
organizational capabilities.722

723
At the business unit level, preparing for the future means creating next generation products,724
investment in new technologies, and creating infrastructure and methods for future product725
lines.  At this level, one looks at the ability of the business to combine the efforts across726
projects into a coherent view of the future where the business is focusing on strategic goals727
and imperatives that will shape the business and its environment in the long run.728

729
Finally once again, at the corporate level, what is important for the future is the ability of the730
company to create leadership in the industry, to define the foresight for the future of the731
industry, and to invest in creating new businesses while identifying opportunities that are732
outside of the territory of existing businesses.  The corporation should also assess its total733
investment in R&D, in creating partnerships with potential allied companies, and its734
investment in infrastructure such as IT, global markets, and international outreach.735

736
737

IMPLICATIONS AND CONCLUSION738
739

The need for a comprehensive view of performance management has been widely740
discussed in the popular and scholastic press.  The capital markets emphasize quarterly741
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earnings reporting and significantly punish those companies not meeting earnings742
expectations.  As a result companies often practice financial engineering; and much of this743
comes at the expense of investing for the future.  Consequently, it is crucial that success744
measures provide organizations with tools to build their future.  That entails measures that745
are indicative of investing in people issues as well as in building long-term resources,746
facilities, and capabilities, to adapt to the fast pace of today’s changing environments.  We747
believe it is also critical that any prescription for performance measurements would be748
simple, dynamic, and flexible over time, foster improvement, and be linked to the749
organization’s strategy, goals and objectives.750

751
In conclusion, perhaps the need for a new dynamic framework can be best described by752
two observations from the recent corporate literature. We defined a new view of corporate753
strategy.  Their premise is that competition for the future will be to create and dominate754
emerging opportunities – to stake out new competitive space.  Companies that are too755
focused on today’s issues and not preparing for the future will simply not be competitive.756
Also, Collins and Porras [39] emphasize that one of the fundamental attributes of757
organizations that have endured for years are the “envisioned future”.  They specifically758
define this term as setting a “big hairy audacious goal” that truly stretch an organization’s759
resolve and resources but has the potential to shape the future. This may take the firm from760
ten to thirty years to achieve – clearly a long period of corporate life, and clearly indicates761
the need for long-term success assessment methods.762

763
The “Dynamic Multidimensional Success Model” or DMDS, model provides another step764
towards a practical framework to the domain of organizational performance measures.  It765
looks at the organization as a “whole’ from the project level up through to the corporate766
level and gives managers a practical starting point for effectiveness measures over multiple767
timeframes.  By adding the Human Capital and Preparing the Future dimensions to their768
success scorecards, our hope is that this framework may help companies to constantly769
examine themselves and improve the chances for sustainable and stable success.770

771
772
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Table 1 - Overview of “ Dynamic Multidimensional Success Model”861

Success
Dimension

1 2 3 4 5

Time
Horizon

Very Short Short Mid-term Long Very Long

Organization
Level

PROJECT Project
efficiency

People skills Impact on customer Direct business
success

Preparing the future

BUSINESS
UNIT

Profitability Orders and
marketing

People Development New opportunities Future infrastructure

CORPORATE Financial
Performance

Market / Customer Process Human Capital Creating the Future

862
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864
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Table 2 - A Summary of Suggested Success Measures for Differing Firm Types865
Financial Market/Customer Process Human Capital Preparing for the

Future

Baseline Sales Cust. satisfaction index Time to market with new
products/svcs

Retention of top
employees

Depth and quality of
strategic planning

Profit margin Cust. Retention rate Quality of NPD & PM
processes

Quality of leadership
development

Anticipating & preparing
for unexpected
changes in the ext.
environment

Revenue growth Service quality

High Technology
Firms

+ customer benefits from
product/ services

+ cycle time
+ quality of innovation

processes

+ quality of prof. devel.
+ employee skills training

+ investment in R&D (%
of sales)

Low Technology
Firms

+ responsiveness + encourage employees to
suggest/ test new
ideas

Small Firms + cash flow + encourage employees to
suggest/ test new
ideas

+ investment in new mkt.
development

Large Firms + EPS
+ stock price

+ market share + employee skills training
+ Quality of corporate.

culture development

+ Investment in R&D (%
of sales)

Firms- Product Life
Cycle < 3 years

+ cycle time

Firms- Product Life
Cycle > 3 years

+ responsiveness
+ company’s reputation

and image

+ quantity & depth of
standardized
processes

+ employee skills training + investment in new
technology
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Table 3 - Business Unit Success Measures866
867

SUCCESS DIMENSION                              SPECIFIC TYPICAL MEASURES

1. Profitability  Sales, profits
 Cash flow
 Margins

2. Orders and Marketing  Projected sales objectives
 Back log
 Market share

3. People Development  Developing technical skills
 Managerial skills
 Human resources utilization
 Administrative services

4. New Opportunities  Sales from new products
 New markets
 Customer satisfaction
 Customer loyalty

5. Preparing for the Future  New technology
 New product lines
 Infrastructure for the future

868
869
870
871
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Table 4 - Typical Project Success Measures872
873

SUCCESS DIMENSION SPECIFIC TYPICAL MEASURES

1. Project Efficiency  Meeting time goal
 Meeting budget goal

2. Team Leadership  Project Vision
 Team motivation
 Team morale
 Collaboration
 Trust

3. Impact on the Customer  Meeting functional performance
 Fulfilling customer needs
 The customer is using the product
 Customer satisfaction
 Customer loyalty

4. Business and Direct Success  Commercial success
 Sales and profits
 Project net present value
 Market share
 Business improvement

5. Preparing for the Future  Creating a new market
 Creating a new product line
 Developing a new technology
 Building new infrastructure

874
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884
885
886

UNDER PEER REVIEW



Figure 1 - Corporate Level Success Dimensions887
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891
Figure 2 - SBU Level Success Dimensions892
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