DESIGNING AND IMPLEMENTING
AN HR SCORECARD

Garrett Walker and J. Randall MacDonald

Verizon HR has effectively designed and implemented a strategic management system, which is
based upon the balanced scorecard model of Dr. David Norton and Dr. Robert Kaplan of
Harvard Business School. The HR Balanced Scorecard was conceived with New Economy
organizational dynamics in mind. The scorecard uses a broad range of “leading and lagging”
indicators—overall strategy, operational processes, customer perceptions, and financials to evalu-
ate the effectiveness of HR initiatives to the bottom line. The HR Balanced Scorecard provides
the means to monitor workforce indicators, analyze workforce statistics, diagnose workforce
issues, calculate the negative financial impact, prescribe solutions, and track improvements.
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Introduction

Most business leaders will agree that the em-
ployees in their companies—their “human
capital”’—are one of the key drivers of their
competitive advantage. Some leaders even go
so far as to state this publicly in their annual
reports. It is widely believed that in the next
ten years the primary source of competitive
advantage for most businesses will continue
to increasingly focus on the talent within the
organization, which means that the ability to
effectively manage the employee talent within
the organization is becoming more critical
every day. While management makes decisions
continuously about how to invest in human
capital, few companies have an effective pro-
cess to measure the value created by this “most
valuable” asset.

What if HR could effectively manage the
value created by thorough investments in
employees? Managers know now how much

is paid to reward, hire, train, develop, and
provide benefits to employees. What manag-
ers need to know, however, is where the in-
vestments are most effective and valuable.
Should the business expand the incentive pay
program? Should they outsource safety ad-
ministration? What is the most effective use
of training dollars? How much should be
spent on recruitment? Should employee ser-
vices be in-sourced, out-sourced, or co-
sourced? Should executive bench strength be
built or bought? What is the cost in human
capital terms to break into a new market? Is
the acquisition target a good fit and does it
add or dilute our competitive advantage in
terms of talent? Do the current investments
in employees match the strategic objectives
of the business? Is the HR organization a
partner with the business to manage our em-
ployees as assets?

To answer these questions, management
needs more information not just simple cost
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figures. We in management need to track our
financial results while monitoring progress in
developing our human capital and acquiring
the talent and capabilities we will need for
business success. The Balanced Scorecard
(Kaplan & Norton, 1996) provides a system
that leverages the traditional financial and
efficiency measures we have available cur-
rently for Human Resources with metrics of
performance from three additional perspec-
tives—customers, internal business processes,
and learning and growth.

Background

In 1996, J. Randall MacDonald, Executive
Vice President-Human Resources of GTE
Corporation, was facing the biggest challenge
of his career—to create the HR strategy and
plans to support GTE'’s workforce through a
major business transformation. The Telecom-
munications Act was transforming the regu-
lated world of protected markets and estab-
lished profit margins into a turbulent, highly
competitive business environment for the tele-
communications giant.

Historically, GTE had emphasized a focus
on infrastructure quality and customer service.
Now GTE'’s senior business leaders were pre-

Projected Industry Revenue Shift

1995 2006

Data
53%

BuUUELU

paring to transform the company into a mar-
ket-focused organization that would be the
communications provider of choice to targeted
customer markets. Significant emphasis on
new markets and additional services was part
of the strategy. The telecommunications world
following deregulation was turbulent. Tech-
nology acceleration, emerging customer needs,
and data and video transmissions were chang-
ing how business operated. GTE’s customers
were becoming price sensitive and could now
demand superior service and advanced sup-
port. The competition was in price, products,
and technology. New mergers and partnerships
were beginning to occur; brand preferences
and aggressive tactics from nontraditional
competitors were all part of the mix. GTE
Business Strategies were global in scope and
translated directly to clearly communicated
targeted business results (see Figure 1).

Workforce Environment

Additionally, the workforce environment was
dramatically different and highly competitive.
GTE faced the lowest United States’ unem-
ployment in 24 years. The employer—em-
ployee relationship had changed; employees
were less likely to remain with a single em-

Leadership 2000 Findings

Our leadership 2000 findings project

that by 2006, we will emerge as a
market-leading nationwide provider of
telecommunication services with revenue of
approximately $58 billion.

Business Goals*

* Revenue growth of 10% (compared to
actual revenue growth of 7% in 1996
and an average of 2% in 1993-1995)

» Earnings per share growth of 13%

10 15%.

» Increase of in-franchise wallet share
from 31% to 38%.

« $5 to $6 billion in new businesses—
outside of our traditional services.

*This is a snapshot of where we were in 1997. Because this is a fast-moving industry, things have clearly changed
since then, but the HR Balanced Scorecard is designed to adapt and produce value in a continucusly changing
environment. For current information link to hitp:// www.verizon.com

Figure 1. Targeted business results.
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ployer; specialized talent was hard to find;
employees expected more work/life balance;
and the diverse talent pool most sought had
differing interests and needs. Creating the
value proposition to acquire the talent to drive
the business was more difficult to define and

changed rapidly.
HR Challenge & Strategy

The Human Resource Challenge was to trans-
late the new business strategies and targeted
business results into human capital needs.
Recognizing that GTE’s employees were a criti-
cal component in achieving the business goals,
GTE HR leaders inventoried the current skills
and abilities that would provide value both in
the short-term and into the future. HR pro-
fessionals then identified the critical people
imperatives necessary to grow that talent to
increase the value delivered by the workforce.
GTE would need new behaviors, actions, and
capabilities to drive the business results.

To focus the HR organization on the achieve-
ment of these people imperatives, GTE developed
anew HR strategy to support the specific people
requirements of the business strategy. This HR
strategy was defined in five strategic thrusts:

1. Talent:
enlarge the talent pool
invest in employees’ development
ensure diversity
2. Leadership:
establish a system to assess high-po-
tential employees
provide coaching and development
establish accountability and rewards
for leadership behavior
3. Customer Service & Support:
create an environment that fosters
employee engagement
increase business intelligence within
the workforce
provide solutions to retention issues
4. Organizational Integration:
create better systems for knowledge
management
enhance union partnerships
5. HR Capability:
develop core HR competencies
identify key talent for growth and de-
velopment

Designing and Implementing an HR Scorecard ®

invest in technology

invest in employee self-service

better understand the relationship of
HR actions to business outcomes

These elements and their interrelation-
ships can be seen graphically in Figure 2.
When asked how he expected to implement
such a comprehensive transformation for the
business from a people perspective,

MacDonald said:

My biggest problem is communicating and
reinforcing the linkage between HR actions
and business results. The business has a
clear strategy and targeted business results.
The HR Strategy is directly linked to the
needs of the business and expressed in terms
of HR strategic thrusts. What I need now is
to effectively communicate and execute on
strategic intent, motivate and track perfor-
mance against organization and business
goals, and to align HR actions with busi-
ness results.

The Team

A newly formed HR Planning, Measure-
ment, and Analysis team was created to de-
sign and implement a tool that would quan-
tify HR’s contribution to the business. The
Balanced Scorecard model, which was at
the time a leading edge corporate perfor-
mance assessment tool, was selected as the
framework to adapt and build an HR Mea-
surement model.

J. Randall MacDonald served as the se-
nior executive champion for the HR mea-
surement initiative. This role was critical to
the success of the project. Randy
MacDonald actively influenced his senior
leadership team within HR to secure their
buy-in and to hold them accountable for
supporting the project.

The newly formed Planning, Measure-
ment, and Analysis team included a director
and four employees solely dedicated to the
design, development, implementation, and
operation of the HR Measurement System. An
“HR Measurement core team” included eight
subject matter experts representing each of the
functions within HR and the business units.
The core team members were instrumental in
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HR Strategic Thrust 1
Talent

» Grow the talent pool

« Invest in our people

« Provide growth
opportunities

- Leverage diversity

« Build an environment
that fosters creativity
and innovation

The Challenge
Positioning Verizon to become a
Leading worldwide player in
Telecommunications

HR Strategic Thrust 5
HR Capability

« Invest in our growth
and development

» Organize to deliver
excellent service

+ Enhance technological
capabilities

HR Strategic Thrust 4
HR Strategic Thrust 2 g .
. Organizational
Leadership .
Integration
« Leverage total - GTE
» Invest in leadership g .
" capabilities
growth HR Strategic Thrust 3 I
) . N « Partnership with our
- Define leadership Customer Service unions
competencies And Support

- Structure rewards to
foster leadership

» Foster business unit
teaming

« Structure rewards to
foster integration

« Create an environment
behavior that supports employee
engagement

« Build service capability

Figure 2. Delivering to the business.

assuring alignment of the measurement model
and communicating and training HR depart-
ments on the applications and uses of the HR
Scorecard (see Table I).

The HR Balanced Scorecard

The Balanced Scorecard, as articulated by
Kaplan and Norton (1996), is a conceptual
measurement model for assessing an
organization’s performance. This model
complements financial measures of past per-
formance with measures of drivers of future
performance. Unlike other accounting mod-
els, the Balanced Scorecard incorporates valu-
ation of organizations’ intangible and intellec-
tual assets such as:

—High-quality products and services
—Motivated and skilled employees
—Responsive internal processes
—Innovation & productivity

The HR Scorecard approach used slightly
modifies the initial Balanced Scorecard model,
which at the time was most commonly used
at the corporate level. The approach, however,
remains focused on long-term strategies and

clear connections to business outcomes.
The HR Balanced Scorecard includes four
perspectives:

— Strategic Perspective

®  Measures our success in achieving the
five strategic thrusts. Since the basis
for the HR Balanced Scorecard is
achieving business goals, the aligned
HR Strategic objectives are the driv-
ers for the entire model.

— Operations Perspective

e Measures HR'’s success in operational
excellence. The focus here is prima-
rily in three areas: staffing, technol-
ogy, and HR processes and
transactions.

— Customer Perspective

¢ Includes measures of how HR is
viewed by our key customer segments.
Survey results are used to track cus-
tomer perceptions of service as well
as assessing overall employee engage-
ment, competitive capability, and links
to productivity.

— Financial Perspective

® Addresses how HR adds measurable
financial value to the organization,
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What Is a Core Team Member?

e Common link: Selected by functional VP

¢ Knowledgeable on key processes within your HR functional area

¢ Dedicated to building awareness and accountability toward achieving better outcomes

¢ Focused on measuring what matters to enable better decision making and resource allocation

Key Responsibilities

¢ Attend Core Team meetings

¢ Communicating to your function the message of why we are measuring HR

e Establish SMEs within your function

e Identify key processes within your function

e Establish key performance indicators/measures reflecting key processes

e Submit data within designated timeframe

¢ Responsible for overseeing target setting process for your functional area

Source: Stephanie Field, Verizon Communications

including measures of ROI in train-
ing, technology, staffing, risk manage-
ment, and cost of service delivery.

The Process

A deliberate approach to the project was
clearly defined and communicated to each
member of the team and to the HR organiza-
tion. The project was established and orga-
nized into four major components. Planning
and Alignment, Assessment, Development, and
Implementation.

¢ Planning and Alignment set the foun-
dation for the project. Project plan,
objectives, and milestones estab-
lished. Team education and training
on business performance manage-
ment, the balanced scorecard meth-
odology, and its application to HR
measurement.

e Assessment focused on understanding
what we currently measure to evalu-
ate HR performance and to assess the
relative value to the business.

e Development begins the actual pro-
cess of designing the HR measure-

ment model. Defining the measure-
ment criteria and scorecard measures,
establishing targets, defining the pro-
cess for collecting and tracking results,
and creating the communications
strategy are the key deliverables in this
phase.

® Implementation operationalizes the
HR Scorecard from the drawing board
to a management tool for HR to as-
sess performance and value added to
the business. Data collection, results
reporting, evaluation, and analysis all
come together as the scorecard is
implemented. Communications and
training are delivered to the HR orga-
nization as the HR Scorecard rolls out.

Once the team was selected, and the mis-
sion and objectives were established and com-
municated, the work to link Business Strategy
to HR Strategy began. Figure 3 illustrates the
initial model used to align Business Strategy
to HR Strategy and Actions and lists the spe-
cific outputs within each step.

Beginning with a clear understanding of
the business strategy and goals, the HR team
worked with the business leaders and HR lead-
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Business strategy

“What are the strategic goals
of the business?”

‘Workforce Requirements

“What must HR deliver
to enable the business to
achieve its goals?”

HR Strategic Focus

“Which strategies and actions
will enable HR to deliver
business requirements?”

Qutput:
Clearly defined business goals

Understanding the Business

Determining HR Deliverables

Output:
Competitive Capability Requirements

Translating HR Deliverables into HR Strategy

Output:
Strategy map
Linkage Model

for the business?”

Detailed Measures

“How can HR measure
whether it is executing well

Identifying Detailed Metrics

Qutput:
Metrics Model

Metrics map

Figure 3. Initial model used to align HR Strategy and Actions to Business Strategy.

ers to determine the key questions to be an-
swered for the business and to determine what
key drivers of the business would translate into
clear people requirements. The outcome was
an understanding of what questions need to
be answered and of the competitive capabili-
ties required for current and future business
success. This provided the detail to build a
strategy map which would support the design
and development of the HR Balanced
Scorecard. Figure 4 describes the process fol-
lowed to determine people requirements and
business drivers.

The people requirements defined the HR
Strategy that then translated into specific HR
initiatives that should directly support the at-
tainment of HR Strategy. Having this alignment
allowed us to develop a strategy map which il-
lustrated the cause and effect linkage between
HR Strategy and business objectives. Using the
strategy map as the guide, we were then able
to evaluate the strategic objectives in terms of
measures and outcomes (see Figure 5 on page
372). We could then further refine these into
lagging measures (which tell how well a com-
pany has already done) and leading measures
(which are indicators of future performance).

In addition to aligning the scorecard mea-
sures to the business objectives, we developed
causal links between the objectives and the

measures. For example, one of the financial
objectives, Minimize HR Cost, was expected
to be an outcome of the HR Strategy. To cre-
ate a clear line of sight across the perspec-
tives, we linked Minimize HR Cost back to
objectives in the Customer, Operations, and
Strategic Perspectives that were performance
drivers for these outcomes. This cause and
effect relationship described that if HR inte-
grated the organization, implemented technol-
ogy enablers and optimized service delivery
through streamlined processes the costs for
service delivery would decrease and reduce
overall HR expense.

Once we had defined the link from our
financial objectives, we now focused on the
critical human capital requirements defined
by the business. Previously our HR Perfor-
mance measurement had focused solely on
improvement of administrative and transac-
tional efficiency such as the error rate in em-
ployee benefit processing and the number of
training hours delivered per month. Now the
focus was expanding to include new processes
for the HR organization to develop best in class
service delivery and increased employee value
while ensuring a focus on cost and value.

As we developed the measurement model
to support the business’s people requirements,
the process naturally led to objectives and
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Understanding the Business

@ HR puts together a business strategy document capturing the major insights and points
fﬂ-\ gathered during the acquisition of business intelligence

HR Brainstorming Sessions

“What people outcomes
must we produce to help the
business deliver against its
strategy and goals?”

.
List of HR Qutcomes

HR draws up a list of the skills

needed in the organization
i now and in future

Line Survey

HR conducts a survey of line

D exccutives, asking “What kind
of pcople, skills and scrvices
do you need from HR?”

T
List of HR Performance
Requirements

Linc provides a scrics of

g questions that captures how
the line will assess whether
HR is delivering value

HR and Line Input

the line’s input

strategy?

Comparison and Consolidation of

e HR checks for overlaps and
contradictions between its own and <

- HR conducts “reality check™:
do the required outcomes/
deliverables map back to business

v

Result: List of HR deliverables

HR draws up list of total people and
service requirements that provide
the basis for the measurement model

Source: Verizon Communications and Corporate Leadership Council research

Figure 4. The people requirement and business driver determination process.

measures for Talent, Leadership, and Organi-
zational Capability (see Table II). We recog-
nized our employees would need to expand
their skills and increase their productivity to
provide the new products and services that our
business would provide. Our sales represen-
tatives needed to be able to serve as our cus-
tomers’ telecommunications solution provider.
Our customer service representatives also
would need ready access to customer account
information and be trained to quickly recog-
nize possible customer needs and to commu-
nicate optimal mixes of products, services, and
price plans to customers. We needed new in-
centive systems to encourage the new behav-
ior and skill acquisition as well as retention
plans for critical skill employees. Providing
workforce solutions and ensuring alignment
and a strategy-focused workforce all contrib-
ute to a more capable and skilled employee
population, who will then drive profitability.

Historically, HR had a difficult time com-
municating to the business and maintaining
their focus on the investments and initiatives
designed to build employee capability. Strate-
gic skill development, leadership development,
and employee development programs were all
discussed with business leaders and generally
accepted as valuable. When financial pressure
was applied, however, these types of programs
were the first to go. Now with measures, which
link leadership development with competitive
capability, people can see the relationship be-
tween investing in these programs and
achievement of long-term business goals.

Early Results

An early benefit of the HR Scorecard work
was that it provided a process for the senior
HR team to focus on a clear and common
objective: to establish a common strategy for
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Financial

Customer

Operations

______________ T _________T__________

Strategic

*» Grow the Talent Pool

 Select, Assimilate & Retain
Key Talent

« Organizational Renewal

« Hi Potential Development

* Reduce Turnover

Corporate/Business Units

Business Partner

[Strategic Support] Health

Align HR
Planning with
Business
Strategy

Workforce
Solutions

Capability

Competencies}

* Relationship Building
* HR Planning

« Performance Management

* Workforce Planning

Figure 5. GTE linkage model.

GTE linkage model

Maximize
Human Capital

Organizational

Capability

Provide Proactive

{Build Strategic

 Service Delivery Design

« Organizational Change Skills
- Staffing Expectations
- Design Interventions
- Provide Reinforcement

Contribute to
Corporate
Shareholder Value

Skills,
Competencies &
Leadership

& Competitive

Ensure o Strategy
Focused
Workforce

Enable a Performance
Based Culture/
Climate

* Cultlure that Values:

- Results

- Customer

- Open Communications
* Climate that exhibits:

Minimize HR
Costs

Employees

Develop &
Enhance World
Class Programs

Organizational
Integration

* External Trend Data
- HR Best
Practices/Breakthroughs e Structure Rewards to Foster

* Internal Employee Data
- Demographics

Low Cost
Provider

Optimize Service
Delivery Through
Streamlined
Processes

Leadership

» Invest in leadership Growth
« leadership Competencies

Leadership Behavior

- Flexibility * Organizational Strategy
- Clarity « Industry Trends
- High Standards * Integrated Technology

Infrastructure {SAP)

Objectives
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HR in support of business objectives. Every-
one generally agreed on a high level strategy:
“Be a partner to the business”. Rarely, how-
ever, did all of the HR leadership agree on how
to implement the strategy because each per-
son had a different opinion about what being
business partner really meant and whom ex-
actly the customer was. Taking strategy and
translating it into a measurement and man-
agement model gave specific and operational
definitions for being a business partner and
targeted business customers.

Designing and Implementing an HR Scorecard ®

Communicating the HR Scorecard

Communicating the HR Scorecard across the
HR organization and the business was critical
aspect of successful implementation (see Fig-
ure 6). The development process increased
learning and understanding but was only vis-
ible to the top leaders within HR and the busi-
ness. To use the HR Scorecard to drive change
throughout the organization, the Planning,
Measurement, and Analysis team developed a
phased approach to communicate and train

Figures 6a and 6b. Understanding the balanced scorecard.

6a) Dollars and Sense

Tracking key financial HR. meirics enables us o

datermine if:

8 Gur HE plans and progroms ore compatitive

8 Our HR dalivery is cost effective

® HR |s managing the cost of urmover/churn

W Varizon is getting return on investment in
pecpla

Graphs

For sach parspective, some maasures are depicled graphically. This allows
us fo see o comparison of "like™ measures more eoslly and how they
perfarm compared 1o one another.

Fcd

Staffing Ackvil
EJ

The stoffing section reprasents metrics which raflact Varizan®s hiring activity.
Hiring |s planned strategically to support the sxpansion goals of cur business
as thay link to staffing and arganizational activifies. Tronsaction volumas and
cost per hire measures track how effectively we are able fo mest the business
needs and expectations. Growth rate and separation rabes have on impoct
an the level of staffing and tetal hiring costs. Planning the actlons and
maasuring the octivity and sxpanse of the saffing speratiens are impertant
sirategic business actions.

Ly
Tha purpose of a budgat is to provide a process of planning the activities of

Budget

the HE arganization's responsibility centers for the coming year. This report
compares current results 1o the planned budget. This comparison of actual
parformance with budgeled performance pravides a "red flag®; it directs
attention to areas where action moy ba needed. An analysis of the variance
batwesn ochual and budgesed results may: halp idantify o problam area that
neads afenfion; reveal an cpportunity not predicied in the budget process;
rewvaal that the ariginal budget was unrealistic in scme way.

rformance maasuremant system such as the HR Balanced Scorecard complimants financial measures of pas performance with measures of

6b) dﬂPv:n of future parformance.

Unlike raditional finoncial accounting modals, the HR Balonced Scorscard incorporates valuafion of a company’s intangible and intellectual assats,
such ai: high-quality products and sarvices; motivated and skilled employess; responsive internal processes; satishied customers.

Implementing an HR measurement sysiem enables us te directly link the HR sirotegy and vision to key HR precess and performance indicators. The
HR lmadership team will use the HR Balonced Scorecard to beiter undersiand what |s iruly driving HR success.

/-"

Tracking and posifively influsncing separation in aur
workforce is crifical to productivity and expense
contrel. High turnover results in lower productivity,
highaer training, staffing and cccupational healsth
costs. The impact is across the board and affects
businass plv;;gbilhy.

The Verizon HR Balanced Scorecard measures the HR arganization by four
parspactives:
lw

The sirateglc perspective includas abjectives and measures darived from the HR

LaCperations Perspective

Strotegic Perspective

function's vision and strategy - In our case, tha direct acfions which suppart
achieving business gools. Measures such as Leadership Banchstrength, Glass
Cailing, Parcent Diversity Recrulbment help us focus on our sirategie drivars.

Customer Perspective

Incluodes measwres of haw HR is viewsd by its ky customars, How well do we
do our job? To answer this question we include measuras such os Benefits
Wendor Customes Satisfaction and Employes Services Customar Satisfoctian,

Includes measures of sffectiveness of HR service daelivary to the organization
[#.9., cychs time, fraining delivary, paricipation rates, arrors, dewn tima).

Financial Perspective

This perspective addresses how HR adds firancial valus 10 the crganization,
ing measures of return an invesment in pecple, risk managemant, and

delivery costs. Absance Rate, Seporation Rale and OSHA Sofety measures are
same of the matrics that help determine how HR odds financiel value.

Source: Garrett Walker Verizon Communications
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the managers and their departments on this
new management tool. The emphasis on the
scorecard was on the value the tool provided
in communicating strategy and alignment to
the business. It also served as a tool that pro-
vided proactive solutions to employee issues
before a negative impact could occur to the
bottom line. Performance measurement was
also an essential component, and all in the
HR organization had their incentive compen-
sation tied to the results of the HR Scorecard.
Training and communication material was
used extensively to reinforce understanding of
the new management tool. An interactive
teaching tool was developed to train HR pro-
fessionals to use the HR Scorecard results in
problem-solving workforce issues.

Measures do not manage, and simply
tracking results was not the only intended use
of the HR Scorecard. The value was to use
the information provided in the scorecard and
take action to influence and improve business
performance; this was the real value added for

this tool. For example, one of the most impor-
tant areas to manage in terms of cost is em-
ployee turnover or “churn”. Turnover,
particularly within target front-line workforce
centers, is critical to productivity and expense
control. High turnover results in lower pro-
ductivity, higher training, and staffing and oc-
cupational health costs. The impact is across
the board and affects business profitability.

Starting in 1998, with a new disciplined
process using the HR Scorecard, HR profes-
sionals tracked and analyzed turnover statis-
tics, determined reasons for turnover,
calculated the negative financial impact, pre-
scribed solutions, tracked improvement
trends, and showed dramatic results. In part-
nership with the business leadership in tar-
geted call centers, significant costs were
avoided by reducing the regretted turnover (see
Figure 7).

Linkages between business processes and
value chains to human resource actions and
services were clearly defined as the HR

Separation/Churn

Separation/Churn constitutes one of the major costs of running our organization "Are we - Talent Acquisition
managing the - Training/Development
cost of - Retention

Retail Markets

i Financial Perspedtive

turnoverchurn?" - Selection Methods

Percent EE regretted turnover
w
8
T

[ 11908

D 1089 Business Customer Customer
Sales Center Care Center

Targeted Critical Workforce Centes

Contact Center

Turnover in our targeted front-line workforce centers is critical to productivity and expense control. High turnover results in lower
productivity, higher training, staffing and occupational health costs. The impact is across the board and affects business profitability.

Cost Saings of Reducinglurnover in Targeted Call Centes *
Customer Contact Center (730 employees) $17,818,570
Business Sales Center (179 employees) $ 4,369, 211
Customer Care Center (59 employees) $ 1,440, 131
Total Cost Saing (1 year) $23,627,912

* Estimated savings using GTE Corp. Human Resource Financial Report - 1999 and Saratoga Institute GTE Business Analysis

Copyright €2000, GTE

Figure 7. GTE HR Balanced Scorecard—“HR that works”.
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This particular screen tells you, at a glance,
where we are excelling and where extra
attention is needed.

Designing and Implementing an HR Scorecard ®

This screen is
called a “briefing
book.” It allows us
to see the “big
picture” in easy-to-
read charts and
graphs that track
1 s relationships and
-l trends in the data.

1w o
- m ij -

L

1n atam

Figure 8. HR Balanced Scorecard deskiop software

Scorecard became a business tool understood
and used across the HR organization. Not only
are human capital initiatives needed to in-
crease employee value delivered to the busi-
ness, they are vulnerable to business process
changes and the measures taken in isolation
can be misleading. For example, in a regional
call center, our external business measures of
customer satisfaction were trending downward
and accelerating. When HR reviewed the call
center results from the HR Scorecard, there
was no single indicator that showed any di-
rect relationship to the customer satisfaction
issue; however, the measures, together with
input and analysis by HR professionals and
line management, pointed to both an issue and
solution not readily apparent. The HR metrics
showed a very low cost per hire, a very quick
cycle time to fill jobs, and an average employee
separation rate. On the surface nothing un-
usual—in fact the staffing metrics showed a
high efficiency and cost control. Drilling
deeper showed a high cost of training, a very
high separation rate for short service employ-
ees, and declining employee satisfaction for
long service employees. Further analysis re-

Source: HR Technology, Verizan Commiu nications

vealed that six months prior a significant ex-
pense reduction effort had been put in place
for this call center. HR responded to the re-
quired reduced expense by changing talent
pools and reducing the investments in selec-
tion methods. This action kept costs low while
bringing in applicants who were ready to start
quickly but were harder to train and keep. It
was a bad trade-off. It made sense to accept a
longer cycle time and more cost to ensure the
right person was put in the right job.

Drill down capability below the summary
level results of the HR Scorecard is enabled
through a technology architecture, which at
the top level uses a Web-based application to
deploy and communicate to the desktop HR
Scorecard results in a “virtual briefing book”.
Figure 8 illustrates the HR Scorecard user
interface which is available on-line to all HR
professionals. The “virtual briefing book” is
easy to use and uses color (green, yellow, and
red) to indicate whether a metric has exceeded,
met, or fallen below target.

The underlying technology supporting the
“virtual briefing book” provides links to ERP
systems (SAP and PeopleSoft) and a data ware-
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house using a data-mining tool to drill down
below the HR Scorecard results to analyze and
model cause and effects. Predictive modeling
to evaluate workforce decision impacts (posi-
tive and negative) prior to execution is the
primary objective of this investment in tech-
nology. Figure 9 illustrates the technology ar-
chitecture. Shehan Xavier, the key architect
for the technology platform, describes the
value to the business.

The Employee Data Warehouse provides
the intelligence behind the measures
tracked by the HR Scorecard. Our HR pro-
fessionals have access to a rich base of em-
ployee data integrated from 16 different HR
systems including 20 years of history. Us-
ers have a suite of reporting tools that en-
able them to perform sophisticated multi-
dimensional workforce analysis and predic-
tive modeling. Hidden correlation between
measures to prove or disprove what busi-
ness managers previously knew only
through hypotheses or hunches can now
be determined.

Goals / Measures | Targets

HR Balanced Scorecard

Recommend
Action

Segmentation

. . ‘ il
Modeling Historical Multi-dimensional

What-if lnllynparspactiv& Dirill down

To fully appreciate the value of the HR
Scorecard within Verizon, it is important to
understand how it served as a catalyst to pull
together the two HR leadership teams during
the merger integration planning. The process
of defining the role and strategy of HR in the
new company provided a common objective
for integrating the HR leadership team. Ar-
ticulating a common strategy and business
alignment for HR services provided a positive
perspective—a clear focus on the customer
and a shared sense of the enormous potential
to deliver world class programs.

The newly merged company faces a
highly competitive environment where a com-
petitive cost structure, consistent revenue
growth, controlled expense, and excellent
investment management are critical to win
in the market place. The Verizon HR
Scorecard continues to provide the forum for
HR leaders to actively discuss performance
and future targets. HR leaders now have a
tool which supports a focus on tactical ex-
cellence while ensuring alignment with busi-
ness strategy.

Awareness and Communlcathﬁ

Employee Data Warehouse

Understanding

Segmantation F

Figure 9. HR Balanced Scorecard technology architecture.

Source: Shehan Xavier, Verizon
Communications
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The HR Balanced Scorecard has made it
possible for HR managers to understand how
they align to business objectives. They are
able to explain not only what they are track-
ing but also how they are performing on es-
sential strategies for the business. Business
environment and the objectives and strate-

Designing and Implementing an HR Scorecard ®

gies will continue to evolve, and HR manag-
ers will continue to be flexible and creative
in supporting the changes. The value of the
HR Scorecard as a tool is that it can get us to
the new goals and measures and through the
process ensure continued learning and
change management.

GARRETT F. WALKER is the Director of Corporate Learning at IBM. Previously, he
was the project leader for Verizon’s HR Balanced Scorecard and responsible for the
design, development, and operation of the enterprise HR strategic management
system. In addition to strategic performance management, he develops and employs
advanced techniques to evaluate the return on investment provided by human capi-
tal. He is also responsible for the management control system for the Human Re-

sources organization.

J. RANDALL MACDONALD joined IBM in August 2000 as senior vice president, human
resources. In this position he is responsible for the human resources practices and
policies of the organization and reports to the Chairman and CEO, Louis V. Gerstner,
Jr. Prior to joining IBM, Mr. MacDonald was the executive vice president of human
resources and administration for GTE (now Verizon Communications). He serves
on the Board of Directors of Covance, formerly known as Corning Pharmaceutical
Services. He is a member of Cornell University's Center for Advanced Human Re-
sources Study and is Chair of its Executive Board; the Cowdrick group; the Person-
able Roundtable; the Labor Policy Association and serves on its Board of Directors

as Vice Chairman.
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