Chapter 7 - Answers to review questions in textbook, page 164

1.
Why has the role of HR changed so dramatically over the past few years? 


Discuss briefly.


Answer: (Introduction)


The impact that knowledge workers have had on the changing role of HR is tremendous. Observers, both internally and externally to the organisation, have come to view a company's workforce as far more valuable than ever before. This situation has placed the HR function directly in the spotlight. Thus, HR can no longer be an observer, that can be removed or outsourced by the company, but must become a player on the field, in the game, with the ability to score. The ability to score (according to Beatty, Huselid and Schneier), necessitates a new understanding of the rules of the game, a new perspective on what HR is to contribute, how its systems enable it to contribute, and how its ultimate deliverables can be measured. 

2.
Briefly discuss the four perspectives of the Balanced Scorecard.


Answer: (Section 7.1)

To activate the Balanced scorecard, managers must translate the company goals relating to the four perspectives (these are normally generic issues which form part of any mission statement) into specific measures that reflect the factors that really matter. 

●
A customer perspective

The question that can be asked pertaining to customer perspective is: how do customers see us? The answer to this question can be obtained by measuring lead times (for example lead time can be measured from the time the company receives an order to the time it actually delivers the product or service to the customers), quality (the defect level), performance, service and cost. To do this, companies must articulate goals for the components of time, quality, performance, service and cost. These goals must then be translated into specific measures (ECI’s Balanced Business Scorecard). Goals for customer performance for example can include:

-
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

In order to track the performance on any of these goals, the company can either obtain the information internally or externally from customers.

●
An internal perspective

The question that can be asked pertaining to the issue of an internal perspective is: what must we excel at? Thus, what must the company do internally to meet its customers' expectations? The answer to this question can be obtained by determining the processes and competencies that are most critical for it, and specifying measures for components such as cycle times, quality, employee skills and productivity. As was the case with the previous component, companies must also here articulate goals for the following: cycle times, quality, employee skills and productivity. These goals must then be translated into specific measures for each (ECI’s balanced Business Scorecard). Goals for this component can for example include:

-
to obtain a submicron technology capability

-
to obtain manufacturing excellence

-
to obtain design productivity

-
to introduce new products

As much of the activity to achieve these goals takes place at the lower levels of the organisation, the company must ensure that the measures for these goals are brought to the attention of the employees at these levels. By doing this, the employees at these levels will have clear targets for actions, decisions and improvement activities that will enable the company to obtain 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

The question that can be asked pertaining to the innovation and learning perspective is: can we continue to improve and create value? The answer to this question can be obtained by monitoring the company's ability to launch new products, create more value for customers and improve operating efficiencies. The previous two components of the Scorecard identified the parameters that the company should consider most important for competitive success. However, in this ever changing world continual improvements will need to be made to existing products and processes and companies will have to have the ability to introduce entirely new products. One of a company's measures in this area can for example be the percentage of sales from new products (ECI’s Balanced Business Scorecard). If sales go down, the company can establish whether it is due to the design of the product. Please note that some organisations have replaced the innovation and learning perspective with a broader people or human capital element perspective.

●
A financial perspective
The question that can be asked pertaining to the financial perspective is: how do we look to shareholders? The answer to this question can be obtained by measuring cash flow, quarterly sales, growth, operating income by division and increased market share by segment, and return on equity. To achieve this, companies must articulate goals for these components. Typical financial goals have to do with profitability, growth and shareholder value. These goals must then be translated into specific measures (ECI’s Balanced Business Scorecard). Financial performance measures indicate whether the company's strategy, implementation and execution are contributing to bottom-line improvement.

3.
Write a short paragraph on who is responsible for compiling the Balanced Scorecard.


Answer: (Section 7.1.1)

A team approach will have to be followed. This process cannot be the responsibility of one person only, but at least that of a Balanced Scorecard team. The question that should be asked is: What will this team look like? One of the important stakeholders in the team will undoubtedly be the involvement of members from top management. This group is vital as they can influence change brought about by this process at the very top of the organisation. Besides this group the higher the level of people one can assemble from across the business units within an organisation, the better. The advantages of this approach are obvious: with rank comes experience and knowledge, credibility, and the ability to interact with the most senior executives at regular intervals. Besides senior representatives from the different business units within an organisation, senior members from support groups such as Human Resources, Finance and Information Technology (IT) will also be necessary. According to Niven conflict is at the essence of Balanced Scorecard development and thus one trait all team members must possess will have to be the ability to work comfortably in an atmosphere of conflict. As every team needs a leader, the Balanced Scorecard process is no exception, and in the case of this team the person can be called the Balanced Scorecard champion. The responsibilities of this person will include: to schedule meetings, track results, ensure the distribution of materials, interact with top management and provide guidance on tough issues. Thus, the compilation of the Balanced Scorecard team is a very important part of its execution.

4.
How would you go about implementing the Balanced Scorecard within your organisation?


Answer: (Section 7.1.2)

Once the process has been completed the Scorecard must be implemented, ie cascaded down into the organisation to all the levels. (See the figure below in respect of the customer perspective component of the Scorecard.) However, this process is not that simple - not only do employees in many cases within the organisation have never heard of the term "Balanced Scorecard", but they also do not have a working knowledge of the Scorecard. Thus, for successful implementation some staff training needs to be undertaken.

Figure:
Cascading the Balanced Scorecard
	Corporate Scorecard
	

	Perspective
	Objective
	Measure
	Target
	

	Customer
	Provide safe, convenient transportation to our customers
	Increase in number of passengers carried
	10%
	


	Fleet Services Scorecard
	

	Perspective
	Objective
	Measure
	Target


	

	Customer
	Provide safe, convenient transportation to our customers
	Percentage of taxi fleet available
	90%
	


	Maintenance Department Scorecard

	Perspective
	Objective
	Measure
	Target

	Customer
	Provide safe, convenient transportation to our customers
	Percentage of vehicle repairs completed within 24 hours
	75%



Source:
Niven, PR. 2005. Balanced Scorecard Diagnostics: maintaining maximum performance. Hoboken, New Jersey, p. 134. Used with permission.

One way of doing this is by making some articles on the topic available to the staff. On completion of this, the employees can attend an information session. These sessions can address issues such as: the origins of the Scorecard, the four perspectives and the implementation principles. Thus proper communication between everybody is absolutely essential. No Scorecard can work without linking it to the budget of the company. The linkage of the employees' pay to performance will also play on important role. Once implemented, it is important to hold the first review of the Balanced Scorecard results within 60 days. Thereafter Scorecard results must be reviewed and discussed frequently throughout the organisation to achieve long term success.

From the above discussion it is clear that using the Balanced Scorecard have a number of advantages namely:

-
it brings together many of the competitive elements – e.g. becoming customer oriented, improving quality and emphasising teamwork and

-
it guards against the underutilisation of assets by allowing management to see whether the improvement in one area took place at the expense of another area

There is no doubt from the literature review that the Balanced Scorecard has grown in popularity over the past number of years. This is due to the fact that it meets the demands of a modern business world, characterised by value creation stemming from intangible assets such as employee know-how, deep customer relationships and cultures capable of innovation and change. However, even an excellent set of Balanced Scorecard measures cannot guarantee a winning strategy. According to Kaplan et al,21 the Balanced Scorecard can only translate a company's strategy into specific measurable objectives and a failure to convert improved operational performance as measured 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.

From the foregoing it is clear that the Balanced Scorecard places the strategy of the company - and not the control efforts - at the centre of the process. The measures are thus designed to pull the employees towards the overall mission of the company. The strength of the Scorecard is that it provides a simple conceptual and diagnostic tool to ensure that companies utilise the right processes and people to drive customer and business performance - the goal thus of any company striving towards gaining a sustained competitive advantage. To assist a company to determine whether the time is right to implement a Balanced Scorecard, an assessment tool is included in Appendix A to chapter 7 of this book.

5.
What would you see as the strength of the Balanced Scorecard?


Answer: (Section 7.1.2)

The strength of the Balanced Scorecard is that it provides a simple conceptual and diagnostic tool to ensure that companies utilise the right processes and people to drive customer and business performance - the goal thus of any company striving towards gaining a sustained competitive advantage.

6.
Briefly discuss the benefits of the HR Scorecard.


Answer: (Section 7.2)


According to Becker, Huselid and Ulrich the benefits of the HR scorecard includes the following:

-
it reinforces the distinction between HR doables and HR deliverables

-
it enables you to control costs and create value

-
it measures leading indicators

-
it assesses HR's contribution to strategy implementation and ultimately, to the "bottom line"

-
it lets HR professionals effectively manage their strategic responsibilities and lastly

-
it encourages flexibility and change

7.
Write a short paragraph on how the HR Scorecard works by referring to the four dimensions of the Scorecard.


Answer: (Section 7.2.2)

The HR Scorecard 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 - in other words, strategic HR deliverables. These are strategic HR outcomes that enable the execution of the organisation's strategy. The deliverables come in two categories: performance drivers and enablers. HR performance drivers are core people-related capabilities or assets such as employee productivity or employee satisfaction. It is important to note that there is actually no single correct set of performance drivers. Each company custom-identifies its own set based on its unique characteristics and the requirements of its strategy implementation process. Enablers reinforce performance drivers. For example, if a company identifies employee productivity as a core performance driver, then re-skilling might be an enabler. However, it is important that one not just think here in terms of HR focused enablers in your company (those that influence the more central HR performance drivers), but how specific HR enablers also reinforce performance drivers in the operations, customer and financial segments of the organisation.

Four major dimensions in the HR Scorecard can be identified namely:

●
the key human resource deliverables that will leverage HR's role in your company's overall strategy (e.g. the extent to which employees' behaviours change in ways that make a real difference to the business);

●
the high-performance work system (e.g. the key HR policies and practices that must be in place and implemented well to achieve the organisation's strategy);

●
the extent to which that system is aligned with the company strategy (e.g. the extent to which the HR practices that you deploy are internally consistent and not working at cross purposes and are really the right ones to drive organisational strategy); and

●
the efficiency with which the deliverable are generated (e.g. the extent to which you are efficient in delivering HR services to the organisation).

8.
What would you say are the attributes of a successful HR Scorecard? Briefly discuss.


Answer: (Section 7.2.2)

The attributes of a successful HR Scorecard includes:

investment in HR systems

hiring HR employees with the required competencies

communicating the Scorecard throughout the organisation

weaving the HR results into reward and recognition systems

According to Beatty et al the objective is to drive those workforce behaviours 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 company financial success. From the perspective of HR, it is a continuous feedback loop. 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 a better (or different) HR workforce competencies, enhance HR practices and determine the necessary steps to improve the alignment, integration and differentiation of HR systems. This all can only be achieved with a significant partnership with line management which will enable them (line management) to also be successful in delivering on their business model (e.g. the Balanced Scorecard).

9.
Write a short paragraph on the rationale for the existence of a Workforce Scorecard within an organisation.


Answer: (Section 7.3)

After implementing the Balanced Scorecard and the HR Scorecard within numerous organisations around the world, the authors Mark Huselid, Brian Becker and Richard Beatty, soon noticed in their dealings with these organisations that something was missing in this process. They realised that it was not the activity that counts, but the impact of the activity on organisational outcomes that meant the most to companies. They believed that companies needed a business strategy, a strategy for the HR function, but also a workforce strategy. These strategies are operationalised in the Balanced Scorecard, the HR Scorecard and the new proposed Workforce Scorecard respectively. Hence the Workforce Scorecard is a crucial lever in the strategy execution process within companies. 

10.
Briefly discuss the four components of the Workforce Scorecard.


Answer: (Section 7.3.1)

The Workforce Scorecard points out that workforce investments should help execute strategy through the components of: workforce mind-set and culture, workforce competencies and workforce behaviours. These components become the link between strategy, HR investments and the workforce, which leads to workforce success. The components of the Workforce Scorecard are:

●
Workforce success
This is the most important dimension of the Workforce Scorecard because it 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
The question in this area is two-fold namely: does the workforce understand the company strategy, and does the culture within the organisation support the execution of this strategy? Organisations create norms and expectations that the workforce needs to understand. This creates the culture of the organisation which ultimately shapes employee behaviour. This culture can consequently be measured and assessed in terms of its impact on the company's strategic success. Typical measures to use here can include: the extent to which the company strategy is clearly and widely understood, the extent to which the average employee can describe the company's HR strategy, the 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: the effectiveness of information sharing among departments, exposure of cross-functional job experiences and the extent of organisation learning.

●
Leadership and workforce behaviours
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? Leaders and employees must behave in ways that are consistent with the strategy for it to be executed. These behaviours 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, percent of employees making suggestions, percent retention of core competency workforces.
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