












































































































































































































































3.3.3 PartC:Is the BSC applied effectively?

. his was an open-ended question which ¢ _ s ; " : re i

was negative as 54% of the respondents felt that the BSC is not effectively applied,
20% felt it is effectively applied and 26% did not respond to the gquestion. This
distribution is illustrated in Figure 3.15. Refer to Annexure 2 for typical responses on the
question as gathered during the empirical study. The majority of respondents that said
that the BSC is not applied effectively, listed the compensation link to performance as a
major concern. A high number of people said the BSC was a waste of time and some
said that it is only a paper exercise. Many people highlighted the fact that BSC ratings
mean nothing because forced ranking is applied by senior management when it comes
to compensation and or bonus determination. A fact also highlighted, was that the BSC
rating is always done as a rush job, which is clearly an indication of poor communication
and poor planning in some areas. It is clear that management is not fully committed to

the BSC system in all areas.

Figure 3.15: Pie chart indicating perceptions on effectiveness of S5C

No response,

26%
Not effective,
54%
Effecti
20%

(Source: Own research)

Some people (20%) that indicated that the BSC system is applied effectively, also
indicated that it could be further improved by better communication. They were also

more in favour of the new BSC for 2009. The BSC system guides people on the right
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issues in order to ensure improvement. Detail of the responses can also be seen in

Annexure 2.

34 CHAPTL.. SUMMA../

An empirical study was done in the ,.olling department by means of a survey where
questionnaires were distribu*~1 and . )mpleted via e-mail. The response rate of the
survey was 45%. The survey confirmed that 100% of the respondents do have
individual BSCs, which is an indication that the BSC system is used by all people on G
roles, F roles and E roles. Communication and employee engagement on the BSC was
noted as good, but not effective because only about . J% of the respondents received
feedback or had inputs in their BSCs. Looking at the various groups, divisions, job-
levels, age and years of service, no specific group responded much differently from the
others on average. In some cases high and low average ratings were received but the
majority of the average ratings were just above three, which indicated a neutral to
positive response towards issues tested on the BSC. A variety  statistical techniques
and graphs were used to analyse the data. Looking at the average responses for each
sub-heading group of questions as pertt qu stionnaire, the results obtained were also
more or less the same on or just above the neutral or average rating. Some of the
averages pertaining to age groups and years of service were affected because of tt

low number of responses in some sub-groups. In general, the distribution of the average
ratings to questions in Part B showed a slightly left-sl wed distribution which, although
it is a subjective measurement, is seen to be an indication that the BSC system is not

applied effectively enough.

The results for Part C show that 54% of the respondents felt that the BSC is not
effectively applied, that 20% felt it is effectively applied, while 26% did not respond to

the question at all.

In conclusion it can be said, that the majority of responses indicated that more work
needs to be done to apply the BSC more effectively. Some of the major issues that
were identified that need improvement, are continuot~ communic ion and feedback,
and a mo transparent link between the BSC rating and compensation. ne BSC
should not be the only rating to be used in determir...3 compensation. More or better

training is also needed in general to improve people's knowledge on the BSC system.



CHAPTER 4: CONCLUSIONS AND RECOMMENDATIONS

4.1 INTRODUCTION

This chapter contains the outcomes of the information gathered in both the literature
study and the empirical study. The information obtained is used to draw conclusions
and to make recommendations on the BSC system as used in the Rolling department at
AMSA. The conclusions are presented in relation to the research objectives established
in Chapter 1. Relationships will also be drawn between the results of the empirical study
and the literature study. Points for future research that could contribute to apply the

BSC system more effectively, will also be listed.

4.2 CONCLUSIONS

After doing a literature study and an empirical study by means of a structured
questionnaire, the following conclusions were made on the BSC system in general and

as used in Rolling.

- The BSC system is not applied effectively within Rolling. The main reasons for this
are because of poor communication and feedback on individual performance, a lack
of employee engagement in all divisions and no fixed link between the achieved
BSC rating and compensation. The BSC system is seen to be unfair and not
transparent by the majority of respondents. Only 20% of the respondents felt that the
BSC system is effectively applied at Rolling. The ratification process by senior
management was also seen as destroying the power of the BSC system.

- ..1e BSC system offers ample benefits to any kind of organisation if applied the right
way. A large portion of the respondents do not know about ali the benefits that can
be gained by applying the BSC system effectively.

- The main probiems experienced in using the BSC system, are when too many
measures are used or when the wrong measures are used that are not aligned with
the strategy. A lack of senior management’s involvement can also be a big problem.
These problems were also identified during analysing data for the empirical study.

- In order to improve performance and to reach long-term goals, it is imperative that

the BSC needs to be cascaded down to all levels in the organisation, starting from



the corporate scorecard, in order to ensure alignment with the organisation’s
strategy and vision.
The BSC system is not always used ¢ P ; AM A\ ¢ 23 s

-

within Rolling it is seen as a paper exercise needed to keep senior management
happy.

In order to maintain the power and the purposefulness of the BSC system, there
must be a definite link between the BSC and employee compensation.

Most people indicated that AMSA's link between the BSC rating and compensation,
is not fair and transparent. They also said that their BSC rating is not a reflection of
their compensation. The majority of people agreed that the BSC must not be the
only rating to determine compensation.

Implementing an effective BSC system is not an easy process. The key to the BSC
system is to keep it simple. All four perspectives (Learning and Growth, Internal
process, Customer and Financial} must be measured and it must be seen as a
cause-and-effect relationship in order to ensure that the targets are achieved.

All the respondents in Rolling have individual BSCs, although not all received
feedback on their performance nor were they engaged in their new BSCs.
Employees are not all receiving focused feedback and continuous communication on
their individual BSCs. Comparing feedback from people on employee engagement in
different divisions, it came out that Quality Management is applying the BSC system
better than Production and Maintenance.

Looking at responses related to Part B in the questionnaire, some high and low
average ratings were received but the majority of the average ratings were just
above three, which indicated a neutral to positive response towards issues tested on
the BSC. There are no real differences in the responses received from people in
different divisions, people on different job levels, people in different age groups or
people with different years of service, on questions specifically related to BSC
issues.

A large number of people indicated that they do not have an influence on all the
KPls listed on their BSCs.

In general, the majority of people are still very negative about the BSC system as
applied at Rolling. This is mainly because they see the .SC as ...2aningless, as
senior management is doing forced rankings anyway after their initial BSC ratings

were agreed and confirmed by their direct managers.



- The effectiveness of the BSC system is decreased by applying the forced
distribution approach or forced ranking by senior management (Lawler, 2003:402).
This _ so ¢ out Y !

. .

4.3 RECOMMENDATIONS

In order to ensure a more effectively applied BSC system in all areas within Rolling, the

following recommendations are made:

- The BSC must be linked to employee compensation in a transparent way without
applying forced rankings by senior management. Before commencing the BSC and
compensation linkage, the purpose of the plan must be communicated and it must
be clearly explained and understood how the rewards will be earned and distributed.
After the initial communication, no changes must be allowed because of economical
conditions or other work-related conditions without prior communication and
acceptance by the employees on all levels.

- Communication must be improved on the BSC in order to ensure continuous
feedback on performance. The discussions on the BSC ratings should be discussed
on a continuous basis, not only twice a year. Consistent and well-timed
communication is the foundation for understanding, acceptance and ultimately,
effectiveness.

- More people should be trained to use and understand the BSC system as a
management tool. The BSC is primarily an agent of change, and acceptance of
change is a direct by-product of understanding. If people understand the BSC
system, they will also understand how it must be used to drive the strategy of an
organisation to achieve the long-term goals.

- AMSA must have an ongoing training plan for future BSC developments such as, for
example, effective cascading of high level scorecards to lower levels. This will
ensure alignment of all employees in the organisation.

- The intangible assets must always be aligned with the strategy in order to create
value for the organisation. People are a valuable asset for any organisation. By
applying tt BSC system the right way, employees will be motivated to reach the set

targets and some sense of ownership will also be created.
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- Management must ensure that employees understand the measures on their BSCs
to see how they are linked together into strategy. All four perspectives must be used
inme suringeache | ysee'sp r. BS

- To ensure sustainability which is one of the values of AMSA, management in Rolling
should be looking to employ or retain younger employees. The BSC needs to
include detail for sticcession planning and an individual development plan for each
employee.

- Senior management needs to be involved in all phases of the BSC, not only at the
end when ratification needs to be done. If all BSC ratings of people in a small
division come out on a three or a four, all the ratings cannot be adjusted to display a
normal distribution.

- In general, the BSC process needs to be simplified as far as possible with a clear
understanding of objectives and visibility of performance measurements on a
monthly basis.

- More time and effort need to be put in, in drawing up individual BSCs in order to
ensure the right objectives and measurements are in place to drive the overall
strategy. If the process is followed the right way once, it will be easy to do future
adjustments and communication of changes. It will also ensure that people have
some ownership and that they feel part of the process.

- The objectives and measurements listed on individual BSCs should be focused on
what is needed to achieve the targets in line with the organisation's strategy and

vision.

44 ACHIEVEMENT OF THE STUDY’S OBJECTIVES

The ultimate objective of the study was to evaluate the BSC system as applied in the
Rolling department at AMSA and to make recommendations to improve the
effectiveness of the BSC system. Considering the conclusions drawn and
recommendations made, various issues were identified that need to be improved to
ensure a more effective BSC system. Currently, the BSC system is seen to be not
effectively applied within Rolling, mainly because of poor communication, poor

feedback, the forced distribution approach and poor employ¢« engagement.

The secondary or specific objectives of the study are outlined in the following section. It

also includes a short summary of the results or information obtained to confirm that the



secondary objectives as listed in Chapter 1 were achieved. The objectives were the

following:

To verify the benefits of an effective BSC system. The BSC system is a very
powerful tool that can be used in any kind of organisation to improve performance by
transforming strategy into action. Literature indicated a large number of benefits that
can be achieved should the BSC system be correctly applied. Using the BSC system
as a management tool and not only as a measurement tool, will contribute to

highlight the benefits in any organisation.

To identify problems «..d shortcomings of the BSC system. Problems with the
BSC system were identified by doing both the literature study and the empirical
study. Major shortcomings and problems were listed and some implementation
issues were also discussed. Poor communication, a lack of management’s
involvement, measuring the wrong KPIs and the link to employe - compensation
were some of the main problems identified in the BSC system as used within

Rolling.

To verify if BSCs are aligned with the organisation’s strategy, vision and
values will ensure that long-term goals are achieved through improved
performance. The literature study showed various issues and advantages about
alignment of the BSC with an organisation strategy. The value of alignment can be
very big if applied correctly in any organisation. A proper BSC cascading process will
ensure alignment on all levels and eventually improved performance in any
organisation. Cascading will ensure alignment to ensure that all people in the

organisation know how they can contribute to achieve the long-term goals.

To verify the use of a BSC system as a management tool. The BSC is seen as
the cornerstone of an organisation's management system. It is a very powerful tool
used to improve communication, get alignment on strategy and long-term goals and
obtaining feedback to learn about, and improving the strategy. The feedback from
the ¢ pirical study cc irmed that people L..derstand and agree with the benefits

that can be achieved by using the BSC as a management tool.



4.5

To verify how the BSC system is linked to compensation. The BSC can be
linked to compensation in various ways. The most important issue about linking BSC
results to com :r._ation 1 at | st 1 U - th _
procedure. No changes must be made after finalising the rules for the period under
evaluation. Literature also shows that linking rewards to performance in a BSC will
empower the BSC more as a measurement and management system. The link
between the BSC rating and employee compensation was identified as a major
problem within Rolling. This problem was made worse because of the ratification
process by senior management after BSC ratings were agreed between direct
managers and employees. The BSC system loses all its power when it is not linked
to compensation in a proper and sufficient way that is understood and accepted by

all people.

To verify what is needed for an effective BSC system formulation and
implementation. Effective BSC formulation and implementation are ongoing
processes. Various lessons learned that will ensure a smooth BSC implementation
process, were identified in the literature. The bottom line is to keep it simple. The
BSC system is a very powerful tool if it is used the right way. The empirical study
showed that some people in Rolling see it as something that must be done just to
keep management happy. More time and planning need to be spent on using the
BSC system. Including all four perspectives, as listed by Kaplan and Norton, the
original writers of the BSC system, will help to illustrate the cause-and-effect

relationship properties of the process.

RECOMMENDATIONS FOR FUTURE RESEARCH

Research needs to be done on simplifying the BSC process used in any type of
organisation. This must include training modules for all levels in an organisation. The
training models need to focus on the benefits of the BSC system that can be
achieved by applying proper cascading of the objectives in line with the

organisation’s strategy.
The link between compensation and BSC ratings should be investigated in order to

present easy-to-use systems, as these are creating most problems in organisations.

This will ensure that people will be serious about the BSC system.
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- The same research on the effectiveness of the BSC system needs to be done in
ot ~¢ i BL v o £ ) (\
Newcastle and Saldanha) in South Africa to compare the findings.

- The application of the BSC system needs to be benchmarked with other worldwide

ArcelorMittal plants in order to optimise the process in a steel organisation.

4.6 CHAPTER SUMMARY

This chapter outlined mainly the conclusions and recommendations made after the
study on the BSC system. It also refers to the primary and secondary objectives as set
out in Chapter 1. The information gathered from both the literature study and the
empirical study, confirmed that the set objectives were achieved. Lastly, it includes

recommendations for further research.

One of the major conclusions made, is that the BSC system was judged to be not
effectively used by people within the Rolling department, because of poor
communication and feedback, no definite link between the original BSC rating and
compensation, and a lack of employee engagement in drawing up individual BSCs. The
empirical study showed no real statistical significant differences between responses
from people in different divisions, people on different job levels, people in different age
groups and people with different years of service on specific BSC-related statements

tested.

The major recommendations made to ensure a more effective BSC system at Rolling,
were to improve and give continuous feedback on individual as well as on
organisational performance. Senior management must be more involved in the BSC
system and not only when they do forced rankings at the end of a term when
remuneration is due. More people should be trained on the BSC system to ensure that a

more effectively applied process, understood by all, is imple .. ented.
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ANNEXURE 1: QUESTIONNAIRE FOR EMPIRICAL STLUTY

QUESTIONNAIRE TO EVALUATE THE EFFEC ..\ ..{ESS OF THE BALANCED SCORECARD
(BSC) SYSTEM AT ARCELORMITTAL’S ROLLING DIVISION

The comnbleted auestionnaire should be returned to Nic de Jager,

»er e-mail or hard copies can be delivered to Postal Point
mvuy 8 iveees cumwiaenry woUth. The survey is completely anonymously, so please
answer the questions honestly. Please tick the appropriate check box {one per question).

Job level G-role

10

F-role

E-role

Years service at ArcelorMittal (This | <5 years
includes your service at the previous

Iscor, Ispat Iscor and Mittal) 5to 10 years

11 to 20 years

> 20 years

Area of work Production
Maintenance/lnstrumentation

Quality Management

Age group 20 25 years
26 — 35 years
36 — 45 years
48 55 years
Older than 55 years

DoOOoO0J10rggct 4O

O

~qrt_A: Answer the following general guestions regarding the BSC system at
A_-gl_..ll:“-l Dbl Afalinea MSA)

1. Do you have a BSC (Performance Contract)?

[ Yes [ ]No

2. Did your direct manager have a detailed discussion with you regarding your Balanced
Scorecard for 2009?

[ Yes ] No
3. Did your dirc ._.nager have a feedback-discussion with you regarding your BSC
performance for 20082

[ Yes [ No

4. Were you given the opportunity to give inputs in your new BSC?
[] Yes [ ]No












ANNEXURE 2: EMPIRICAL STUDY RESULTS FOR PARTC

~
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applied at AMSA

Not all the respondents completed this question. Of those who answered the question,

54% indicated that the BSC was not applied affectively. Reasons for these answers

included the following typical remarks:

The system is not transparent. Scores are adjusted by higher management according
to their perceptions.

People do not always have a direct influence on the KPls they are measured on.
Scores come from the overall plant performance with respect fo quality, finance and
safely.

Ratings are done on management’s discretion.

The BSC is done only because people are forced to do it. It is a paper exercise that
must be completed.

The BSC is just a system to redistribute the salary increase.

The scores are manipulated afterwards. A normal distribution is done after BSC
discussions and forced ranks are applied to determine bonuses.

it is not always handled fairly.

it is lime-consuming and coslly because it is not linked to compensation. The score on
the BSC doesn’t mean a thing. The salary adjustment is a face value.

The system is vague and just implemented to have it on record. It is not used for what it
is meant for.

The BSC rating is always done in a rush. It should be discussed more on a regular
basis.

The resuits on the BSC become meaningless if it is normalised afterwards. It also
demotivates people and destroys the credibility of the system. Salaries are adjusted
based on where employees are on their salary scale regardiess of performance. There
is no clear communication about the results of the BSC and how it affects your
remuneration.

Detail is not discus: | between the manager and the employee. nployees get pre-
determined scores.

Management is not fully committed to the system.
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The system limits and kills innovation and creativity as it is focused on specific KPIs
only.

..le system is not aligned in all sections. In some sec..ns managers complete the
BSCs without feedback or prior discussion with employees.

Scores on the BSCs are always the same or less than those of the manager.

A total of 20% of the respondents that indicated that the BSC system is effectively applied,

listed the following reasons:

Recent KPIs are significant and measured on issues where an individual can make an
impact.

Can be further improved with more communication in order to ensure management and
employees strive to the same goals.

The system guides the focus on the nght issues in order to ensure improvement.

The new BSC is SMART and more specific for the individual being assessed.



























