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Chapter 7
Measuring human resource management within organisations
The Balanced Scorecard
dDeveloped by Robert S. Kaplan and David P. Norton in the early 1990s.
Balanced Scorecard approach Kaplan and Norton allow managers to look at the business from four important perspectives:
· A customer perspective
· An internal perspective
· An innovation and learning perspective
· A financial perspective
Balanced Scorecard forces managers to focus on only a handful of measures that are most critical.
To activate the scorecard, managers translate the company goals relating to the four perspectives into specific measures that reflect the factors that really matter.
· A customer perspective. 
The question pertaining to the customer perspective is: how do customers see us? Managers can obtain the answer by measuring lead times, quality performance, service, and cost. 
To do this, companies articulate goals for the components of time, quality, performance, service, and cost. 
Translate these into specific measures. Goals for customer performance can include the following (in order to track the performance on any of these goals, the company can obtain the information either internally or externally from customers):
· To get standard products to the market sooner
· To improve customers’ time to the market
· To become the customers' supplier of choice through partnerships with them
· To develop innovative products tailored to the customers' needs.

· An internal perspective. 

What must we excel at?  - what must the company do internally to meet its customers' expectations? 

Can obtain the answer by determining the processes and competencies that are most critical for the company, and specifying measures for components such as cycle times, quality, employee skills, and productivity.

As much of the activity to achieve these goals takes place at the lower levels of the organisation, the company must bring the measures for these goals to the attention of the employees at these levels. 

The company will ensure that the employees at these levels have clear targets for actions, decisions, and improvement activities that will enable the company to achieve its overall mission. 

The availability of information systems within an organisation can play an important role in monitoring progress in this regard.


· An innovation and learning perspective. 
Can we continue to improve and create value?
The previous two components of the Balanced Scorecard identified the parameters that the company should consider most important for competitive success. 
Continual improvements need to be made to existing products and processes, and companies have to have the ability to introduce entirely new products. 
One of a company's measures in this area could be the percentage of sales from new products. If sales go down, the company can establish whether this fall is due to the design of the product

· A financial perspective. 

How do we look to shareholders? 

Managers can obtain the answer by measuring cash flow, quarterly sales, growth, operating income by division, increased market share by segment, and return on equity. 

Companies articulate goals for these components. Typical financial goals have to do with profitability, growth, and shareholder value. They then translate these goals into specific measures. 

Financial-performance measures indicate whether the company's strategy, implementation, and execution are contributing to bottom-line improvement.

Compiling the Balanced Scorecard - who is responsible?
A Balanced Scorecard team should be responsible.
What will this team look like? 
Some of the important stake holders in the team will undoubtedly be members of top management
Besides this group the higher the level of people an organisation can assemble from across the business units within it, the better. The advantages of this approach are obvious:
· with rank comes expertise knowledge, credibility, and the ability to interact with the most senior executives at regular intervals
Besides senior representatives from the business units within an organisation, senior members from support groups such as Human Resources, finance, and Information Technology (IT) will also be necessary. 
Niven - conflict is at the heart of Balanced Scorecard development. 
One trait all team members must possess is the ability to work comfortably in an atmosphere of conflict 
Every team needs a leader. The Balanced Scorecard process is no exception; 
The leader can be called the Balanced Scorecard champion." I 
Responsibilities of this person will include:
· scheduling meetings, 
· tracking results, 
· ensuring the distribution of materials, 
· interacting with top management, and 
· providing guidance on tough issues.
Implementing the Balanced Scorecard within an organization.
The process of compiling the Balanced Scorecard has been completed, the organisation needs to implement the Balanced Scorecard, i.e. cascade it down the organisation to all levels.
This process is not simple; often, not only have employees never heard of the term ‘Balanced Scorecard,' but they also do not have a working knowledge of it. 
For successful implementation, organisations need to undertake some staff training.
Sessions can address issues such as the origins of the scorecard, the four perspectives, and the implementation principles. 
Proper communication between everybody is absolutely essential. 
No scorecard can work unless managers link it to the budget of the company.
The linkage of the employees' pay to performance will also play an important role.
The organisation should review and frequently discuss scorecard results throughout the organisation to achieve longterm success.
it is clear that use of the Balanced Scorecard has a number of advantages, namely:
· It brings together many of the competitive elements
· It guards against the underutilisation of assets by allowing management to see whether improvement in one area takes place at the expense of another area.
The Balanced Scorecard has grown in popularity in recent years. 
It meets the demands of a modem business world characterized by value creation stemming from intangible assets such as employee know how, deep relationships with customers, and cultures capable of innovation and change.
The Balanced Scorecard can only translate a company's strategy into specific measurable objectives; a failure to convert improved operational performance, as meas¬ured in the scorecard, into improved financial performance should send management back to the drawing board to rethink the company’s strategy or its implementation plans.
The foregoing makes it clear that the Balanced Scorecard places the strategy of the company - and not control efforts - at the centre of the process.
The measures are thus designed to pull employees towards the overall mission of the company.
The strength of the scorecard -  provides a simple conceptual and diagnostic tool to ensure that companies utilise the right processes and people to drive customer and business performance.
The HR Scorecard
Scorecard seeks to strengthen an aspect of the Balanced Scorecard approach which Norton and Kaplan acknowledge to be its weakest feature: the question of how best to integrate HR's role into the company's measurement of business performance. . 
The HR Scorecard is grounded in the consulting work undertaken in a wide range of companies by Becker, Huselid, and Ulrich.
the HR Scorecard offers the following benefits:26
· It reinforces the distinction between HR doables and HR deliverables
· It enables control of costs and creation of value
· It measures leading indicators
· It assesses HR's contribution to strati* implementation and, ultimately, to the ‘bottom line'
· It lets HR professionals effectively man-age their strategic responsibilities
· It encourages flexibility and change
Building an HR Scorecard
To manage by measurement, human resource leaders must stay attuned to changes in the performance drivers that HR is supporting within the company.

How does the HR Scorecard work?
Helps to integrate HR into the organisational performance management and measurement system by identifying the points of intersection between HR and the organisation’s strategy - , strategic HR deliverable. 
These are strategic HR outcomes that enable the execution of the organisation’s strategy. 
The deliverables come in two categories:
· HR performance drivers. 

These are core people-related capabilities or assets such as employee productivity or employee satisfaction. There is actually no single correct set of performance drivers. 

Each company identifies its own set, based on its unique characteristics and the requirements of its strategy-implementation process.


· Enablers. 

These reinforce performance drivers. For example, if a company identifies employee productivity as a core performance driver, then reskilling might be an enabler

There are four major dimensions in the HR Scorecard:
· The key human resource deliverables that will leverage HR’s role in a company’s overall strategy
· The high performance work system
· The extent to which that system is aligned with the company strategy
· The efficiency with which the deliverables are generated.
To be successful, the HR Scorecard requires investment in HR systems, the hiring of HR employees with the required competencies, the communication of the scorecard throughout the organisation, and the weav¬ing of the HR results into reward and recognition systems. 
Beatty, Huselid, and Ulrich - the objective is to drive those types of workforce behavior with substantial impact on business-process success that lead to customer success and, ultimately, result in financial success. 
Companies that are successful operationally and with their customers, according to the authors, should also experience financial success.
Financial success fuels the next new employee rewards. Customer success provides the feedback that enables the HR function to understand what needs to be done to build better HR work-force competencies, enhance HR practices, and determine the necessary steps to improve the alignment, integration, and differentiation of HR systems.

The Workforce Scorecard
Huselid, Becker, and Beatty - not the activity that counts, but the impact of the activity on organisational outcomes.
Authors believed that companies needed a business strategy, a strategy for the HR function, and a workforce strategy.
The Workforce Scorecard is a crucial lever in the strategy execution process within companies.
The composition of the Workforce Scorecard
The Workforce Scorecard points out that workforce investments should help to execute strategy through the components of workforce mindset and culture, workforce competencies, and workforce behaviour.
These components become the link between strategy, HR investments, and the workforce, which leads to workforce success.



The components of the Workforce Scorecard:
· Workforce success. 

Most important dimension of the Workforce Scorecard - captures the ‘bottom line' of the workforce performance. 

These are the measures that reflect how well the workforce has contributed to the execution of the company's strategy. 

Typical measures here include the number and quality of customer complaints, the number of new distributors, and the response time for customer inquiries.

· Workforce mindset and culture. 

Question in this area is two-fold: does the workforce understand the company strategy, and does the culture within the organisation support the execution of this strategy?

This creates the culture of the organisation which ultimately shapes employees' behaviour.
Managers can consequently measure and assess this culture in terms of its impact on the company’s strategic success. 

Typical measures here include:

· extent to which the company strategy is clearly and widely understood, 
· extent to which the average employee can describe the company's HR strategy, 
· extent to which employees take pride in working for the company

· Workforce competencies. 

The question in this area is: does the workforce have the skills it needs to execute the strategy?

The competencies represent the knowledge, skills, and ability each employee possesses, and can also be measured and monitored. 

Typical measures here include:

· effectiveness of information sharing among departments
· exposure of cross-functional job experiences, 
· extent of organisation learning.

· Leadership and workforce behaviour. 

The question in this area is: are the employees consistently behaving in a way that will lead to the achievement of the company's strategic objectives? 

To execute the strategy, leaders and employees must behave in ways consistent with the strategy.

These types of behaviour can be defined and measured to ensure that leaders and employees do what the strategy suggests needs to be done. 

Typical measures here are:

· effectiveness in dealing with poor performers, 
· percentage of employees making suggestions,
· per-centage retention of core-competency workforces

While HR professionals and the HRM system lay the foundation for building the workforce into a strategic asset, the responsibility for workforce success increasingly falls on line managers who perform most of the workforce-management activities in any company.
Implementing the Workforce Scorecard
The successful implementation of the Workforce Scorecard is based, according to Huselid, Becker, and Beatty,49 on three challenges:
· The perspective challenge - do all our managers understand how workforce capabilities and behaviours drive strategy execution?

· The metrics challenge. -  have we identified the right measures of workforce success, leadership, workforce behaviour, workforce competencies, and workforce culture and mindset?


· The execution challenge - do our managers have the access, capability, and motivation to use the data to communicate strategic intent and monitor progress towards strategy execution?
The steps for practical implementation of the Workforce Scorecard within an organisation:
· Step 1. - the development of a clear statement of the company's business strategies and the strategic capabilities needed to execute those strategies.

· Step 2. - identification of key jobs or 'A' positions as well as 'A' performance that will be required within these positions to execute the company's strategy success¬fully

This could be, jobs in R&D, Manufacturing, Marketing etc. 

By using the components in the scorecard, measures for these components for the different areas can be developed.

· Step 3. - company's HRM system must elicit the needed competencies and types of behaviour from the workforce that ultimately drive the company's suc¬cess. 

The tool that can be used here is the HR Scorecard. 





Huselid, Becker, and Beatty - the following are questions to ask here:

· Is our total investment in the workforce appropriate?
· Are HR practices aligned with the business strategy, integrated with each other, and differentiated across employee groups, where appropriate?

· Designed and implemented] strategically aligned, world-class HRM policies and practices through-out the business?


· Do HR professionals have the skills they need to design and implement a world-class HRM system?

[bookmark: _GoBack]It is clear that a team of people will have to be involved in this process if it is to be successful.
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