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Abstract
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New Public Management and increasing calls for public sector transparency and
accountability drive public sector leaders to do more with less. One place these leaders
can turn to make the organizational, program, and process improvement needed is its
workforce, its people. This resource, its human capital, is increasingly recognized as a
driver of organizational performance and success. Public sector leaders need the learning
and accountability provided by human capital performance measurement and reporting to
improve service efficiency, effectiveness, and impactfulness. This study examined recent
research to see if there were common human capital performance indicators and
performance reporting systems that could form the basis of standardized measurement
and reporting. What was found was, while no standardized indicators or systems are in
place, there is a good foundation with some initiating steps having been taken. Common
groupings or themes of human capital indicators were uncovered including ones
addressing organizational strategy impact, talent management, engagement & wellness,
and workforce awareness. A balanced scorecard approach was often used as the
performance reporting method to deliver these indicators. Maturity in both the human
resources profession and performance reporting, along with further research, is needed to
advance the concept of a common human capital performance indicators and

performance reporting system.
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Chapter 1: Introduction

“We are moving from a world dominated by all things financial
to the age of people.” (Hesketh, 2014, p. 7)

a) The Issue

Human capital’, often described as the skills, knowledge, competencies,
capabilities, abilities, experience, and motivations people bring to work (Bernstein &
Beeferman, 2017, p. 5; Hesketh, 2014, p. 7), is increasingly seen as having more of an
effect on organizational performance and impact than capital assets (Cunningham, 2016,
p. 1.10). Even with growing recognition of the significant contribution human capital
plays, there is a lack of strong, consistent performance indicators and reporting
mechanisms that provide the learning needed to identify opportunities for and the
accountability needed to motivate improvements towards organizational success.
Through two parallel systematic literature reviews, this study consolidated and extended
recent research about which human capital performance indicators and performance
reporting mechanisms can best help public sector leaders gain the learning and
accountability to make the evidence-based decisions needed to improve human capital
management and practices.

By contrast, if a member of the public, legislators, analysts, or leaders wanted to
understand and assess a public sector organization’s financial operation and promote
accountability, they can turn to the organization’s financial statements (Chartered
Professional Accountants of Canada, 2017, para. 1000.21). Financial statements provide

robust, consistent financial performance measurement and reporting. They explain how



organizations are managing financial resources and their ability to continue to provide
public services (Chartered Professional Accountants of Canada, 2017, para. 1000.20).
There are no similar tools to provide reliable, consistent human capital performance
measurement and reporting.

Improving human capital is recognized as a critical contributor to organizational
success. In the private sector, investing in human capital through practices like proactive
safety programs and strategic workforce planning can be leading indicators of financial
performance (Bassi & McMurrer, 2008, p. 864). In the public sector the importance of
robust human capital programs is seen when improvements in employee engagement lead
to positive outcomes in patient care (Plemmons, 2018, para. 13; Bogaert, Wouters,
Willems, Mondelaers, & Clarke, 2013, p. 683), teacher-pupil interaction (Runhaar,
Sanders, & Konermann, 2013, p. 2017), and social welfare program effectiveness (Kim,
Henderson, & Ho Eom, 2015).

Investing in human capital management programs increases efficiency",
effectiveness™, and impactfulness”, and through this, organizational performance and
value (Bassi & McMurrer, 2008, p. 864; Lawler & Boudreau, 2015, p. 1; Frigo &
Ubelhart, 2015, p. 28; Gamerschlag & Moeller, 2011, p. 145). However, as important as
human capital management is to organizations, there appears to be little agreement on
what performance indicators are most useful at capturing human capital improvements
nor how these indicators should be reported (Bernstein & Beeferman, 2017, pp. 3,40).
Establishing consistent human capital performance indicators and dashboards could tell

the public, legislators, analysts, and leaders if public sector organizations are managing



their people well and if they have the human capital needed to continue to provide
services.

Jac Fitz-enz, a performance measurement pioneer, underlined the significance of
human capital when he said that “Since people are the only self-determining assets, it
follows they are the cause of everything that happens.” (2009, p. 293). Managing the
performance of human capital means understanding people: how their skills, knowledge,
successes, and motivations build an organization. Public sector leaders can turn to
human capital performance indicators to gain evidence-based knowledge about their
people. They learn what changes or improvements to human capital practices are needed.
This knowledge, along with the authority and accountability to carry out these
improvements should lead to increased human capital value and, therefore, increased
organizational performance.

The measurement aspect of human capital performance measurement provides
leaders with the right evidence-based information they need to learn about their people,
their human capital. Organizations such as Alberta Health Services (2017a, pp. 21,22;
2017b, p. 5) and the University of Lethbridge (2014, p. 17) do this by incorporating
human capital indicators into organizational and human capital dashboards. Human
capital performance indicators can tell the story leaders require to learn how to improve
performance. These performance indicators can include turnover rates, full-time/part-
time ratios, engagement scores, disabling injury rates, budget to headcount ratios and a
host of other available indicators. Using these performance indicators helps

organizations find the strengths, weaknesses, and gaps in their human capital programs.



The performance reporting part of performance management systems involves
selecting the right targets and developing processes to help leaders achieve those targets.
It means finding the right vehicle or system to present these indicators, including human
capital dashboards and other reporting approaches and tools. We see these tools in
British Columbia as the government mandates three-year rolling Service Plans and
Annual Service Plan Reports for all ministries and Crown agencies. This initiative has
been in place for 16 years, and an independent review of the system affirmed its value
(Budget Process Review Panel, 2009, p. 54). There is also a performance reporting
method pioneered by the United Kingdom (UK) government — deliverology. This
method formalizes performance reporting, follow-up routines, and evidence-based
supports that can build accountability. Performance reporting helps to find out if an
organization’s leaders are successful in building the strengths of their people.

Some studies identify performance indicators and dashboards that convey the
value or story of an organization’s human capital potential. The “Value your Talent”
report from the UK is one (Hesketh, 2014). However, even with these, there is no
consensus on which human capital performance indicators give the most value to
organizations nor how these should be used to hold leaders accountable for achieving
improvements in human capital management and practices. This study investigated this
issue and looked to find the performance indicators most effective as building learning
and the performance reporting tools that build accountability for improving performance.

Finally, there is an issue around terminology. The term human capital itself has
some general understanding surrounding it, but no definitive definition. It is unlikely

there were one until there is some standard practice on reporting human capital.



Similarly, in the performance field, terms such as measures, metrics, and indicators are

often used interchangeably and should not be.

b) The Need

The need for better understanding of an organization’s human capital is
underlined by the increased pressure for public accountability public sector organizations
face as they are called to be more efficient, effective, and impactful in the face of fiscal
constraints and public demand for more services or services that are more complex and
integrated. Public sector organizations are expected to improve efficiency called for by
initiatives such as New Public Management" and the call for governments to adopt
entrepreneurial practices (Diefenbach, 2009, p. 892). These initiatives call leaders to find
ways to provide more services for less cost or to “do more with less.” Tightening
resources force public sector efficiencies as local councils in the UK reduce services to
the bare legal minimum (The Guardian, 2018, para. 1), the United States (US) federal
government faces government shutdowns amidst calls to cut government spending (De
Rugy, 2018; BBC News, 2018, para. 1), and Alberta, Manitoba, and other Canadian
provinces implemented public sector wage freezes (Bennett D., 2018, para. 1; Annable,
2017, para. 1).

At the same time, governments are expected to provide more and or higher levels
of services that increase their programs’ effectiveness and impactfulness. These services
are often found to be more complex and interrelated. Canadians demand greater
government transparency and accountability through ‘open government’ initiatives, a

more efficient healthcare system for an increasingly ageing society, more housing and



social programs for people in need, and better policing, education, and infrastructure
maintenance — all in an environmentally sustainable manner.

To meet these challenges, public sector leaders look to do more with existing
resources. As leaders address this issue, it would be helpful to have reliable, effective
human capital performance indicators and reporting systems to help understand one
resource that builds organization success — their people. This issue creates a need for
useful, consistent human capital measures and effective tools and methods to report and
use them.

Another issue is a perception that monitoring and reporting performance, be it for
human capital or otherwise, is at best a burden to leaders and at worst a disincentive to
improve performance. Authors such as Mears have written about how the performance
reporting system in the UK health system encouraged gaming the system (Mears, 2014,
p. 293) and was a disincentive to improvements in patient care (McCann, Granter,
Hassard, & Hyde, 2015, p. 778).

Others see the learning and accountability provided through performance
measurement and reporting as mutually exclusive or at least as two ends of a spectrum
(ADMN 582 Discussion, n.d., para. 1). A better understanding of the supportive nature
of performance measurement and reporting is needed. This includes a better
understanding of how leadership is required to create an organizational culture where
learning and accountability are supportive of organizational performance improvement.

Performance measurement and reporting are central to public management in that
it is intended to improve organizational performance and public accountability

(McDavid, Huse, & Hawthorn, 2012, p. 337). Performance measurement relies on



outcome indicators that are measurable, targetable, reliable, benchmarkable, and
defendable. Measurement is an exercise in evaluation. Establishing indicators is not the
end. Indicators are merely the language used to help understand the change in the value
of something (Fitz-enz, 2009, p. 291). This measurement, through effective human
capital indicators, can provide learning needed to understand an organization’s human
capital. Performance reporting systems can use these indicators to provide leaders with
accountability for achieving human capital performance improvements. Performance
reporting systems build the indicators into tools such as human capital dashboards that, in

turn, builds accountability.

c) The Purpose

Strong, standardized human capital performance measurement and reporting can
provide public sector leaders with the learning needed to make evidence-based decisions
that improve human capital management and practices. This, in turn, improves
organizational performance (efficiency, effectiveness, and impactfulness). Through two
parallel systematic literature reviews, this study consolidated and extended recent

research in this issue (Error! Reference source not found.).

RESEARCH QUESTIONS:

1. Which human capital performance indicators (performance
measurement learning tools) could provide learning that gives a
complete, standardized picture of an organization’s workforce and
its needs?

2. What types of human capital performance reporting platforms
(performance reporting accountability tools) can provide
accountability that motivates improvement in human capital
management and practices?




d) The Terminology

To achieve an acceptable level of review of human capital indicators and
reporting tools used to inspire improved performance, this study needed to review related
terminology. Understanding what is meant by ‘human capital’, “indicators’, and
‘dashboards’ is pivotal in pulling understanding out of recent research and build upon it.
Unfortunately, the fields of human resources and performance measurement have not
established definitive definitions for a number of these terms. Fortunately, strong themes
appeared in how some of these terms were used. These themes were used to establish

definitions to be used in this study, providing, at least, consistency within this study.

Figure 1: Purpose

IMPROVING PUBLICSECTOR PERFORMANCE THROUGH
HUMARN CAPITAL PERFORMANCE MEASUREMENT & REPORTIMG

PURPOSE

Strong, standardized human
capital performance
measurement and reporting can
help public sector leaders make
evidence-based decisions that
improve human capital
management and practices.

This, in turn, improves

organizational performance
(efficiency, effectiveness, and
impactfulness).

Through two parallel systematic
literature reviews, this report will
consolidate and extend research
in this issue.




Chapter 2: Background

“The stakes are high in the talent game. Improving predictability in an
intangible like people can make or break organizational survival.
(Cooper & Jackson, 2018, p. ii)

a) Pressure to Do More with Less

Public sector leaders are endlessly called to “do more with less” due to budget
constraints and public demand. In the 1980s, the New Public Management movement
started with the UK’s Thatcher government. It sought to use private sector-derived
accounting and management processes, strategies, and technologies as a way to pursue
public sector efficiency (Lapsley, 2009, p. 2). This was driven by the belief that the
public sector could learn to manage its affairs and program delivery better by adopting
private sector approaches. Politicians started to see this as a better alternative to the
traditional budget increases (Lapsley, 2009, p. 3) and reflected the public’s demand for
transparency and accountability (Ahyaruddin & Akbar, 2016, p. 1).

Among the doctrines New Public Management brought with it was
decentralization of management control. This decentralization meant leaders needed
clear goals, a way to measure their progress, and the flexibility, ability, and authority to
make decisions and change course. These leaders were now held accountable for
resources and the achievement of outputs and outcomes (Moynihan, 2006, p. 79). This
emphasis pushed the need for performance measurement indicators that helped leaders
learn what was broken and the accountability to motivate them to make the fixes.

Even though New Public Management has been around for over thirty years,

public sector leaders still feel the stress of being asked to “do more with less”. In the
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United States (US), a survey showed that 85 percent believe their workload will increase
in the future, but only 20 percent think their resources will keep pace (Joyce, 2017, para.
1). There is a sense they are hitting their limits, but the call goes on.

The call to ‘do more with less’ is occurring when governments are asked to deal
with new and more complex issues that need new and more complex services. Not long
ago, the public would not have even contemplated the need for government to provide
and monitor a national ‘Do Not Call List’. The changing nature of Canada’s social fabric
and responsibility necessitated the establishment of the Truth and Reconciliation
Commission of Canada. These, of course, compete with existing programs for resources
— financial, capital, and human. To meet these challenges, public sector leaders have had

to continue to look to do more with existing resources.

b) Success through Human Capital

To do more with less and improve organizational performance, public sector
leaders can turn to the strengths of their organization’s people — their human capital.
Leaders can hope to address New Public Management’s call for efficiency through less
bureaucracy and more autonomy by drawing on workforce knowledge, skills, abilities,
and effort. However, the increased intangible value human capital brings to
organizations goes beyond efficiency gains. An organization’s human capital is
becoming recognized as more important to increasing performance than capital assets
(Cunningham, 2016, p. 1.10). Investing in human capital increases program effectiveness
and impactfulness, and with this, organizational performance and value (Bassi &
McMurrer, 2008, p. 864; Lawler & Boudreau, 2015, p. 1; Frigo & Ubelhart, 2015, p. 28;

Gamerschlag & Moeller, 2011, p. 145).
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In the private sector, superior human capital practices can be leading indicators of
financial performance (Bassi & McMurrer, 2008, p. 864). Public sector leaders have the
potential to realize performance gains by understanding their people and taking

accountability to achieve people driven efficiency, effectiveness, and impactfulness.

c) The Need to Measure and Report Human Capital Performance

You can’t fix what you don’t know is broke.
You won’t fix it unless you care. (Bennett A. C., 2018, p. 9)

There are those that suggest navigating between performance measurement for
learning and performance reporting for accountability is like walking a slack wire. The
closer you get to one pole, the harder it is to stay on the wire. This metaphor suggests
reporting performance for accountability sacrifices learning and vice versa (ADMN 582
Discussion, n.d., para. 1).

If adopted as evidence-based learning tools in an environment where leadership
has genuinely created a performance improvement culture, performance measurement
and performance reporting can be complementary tools used to achieve public-policy
goals. Lahey and Nielsen highlight that balance can exist between accountability and
learning (2013, p. 55). Performance reporting contributes value through a leader’s
learning gained via the performance management cycle’s feedback loop (McDavid, Huse,
& Hawthorn, 2012, p. 8).

To tap into their workforce’s potential, public sector leaders should understand
more about their people and the programs and initiatives that can help improve their

performance (e.g., lowering absenteeism). As all improvements come from or are
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implemented by people, leaders can learn more about those people and how to improve
effectiveness and impactfulness through evidence-based human capital decisions. With
this knowledge, they help build a performance measurement culture where improvement
comes from increased learning and accountability.

Building learning through performance measurement. Organizational

performance is improved by giving leaders the right information about their people — in
the right format. Human capital indicators can tell the story leaders need to improve
performance. These indicators can include turnover rates, full-time/part-time ratios,
engagement scores, disabling injury rates, budget to headcount ratios, and a host of other
available indicators. It also means finding the right vehicle to present these indicators,
including human capital dashboards. Organizations such as Alberta Health Services
(2017a, pp. 21,22; 2017b, p. 5) and the University of Lethbridge (2014, p. 17) do this by
incorporating human capital indicators into organizational and human capital dashboards.
Performance measurement is central to public management as it intends to
improve the management of organizational performance and public accountability
(McDavid, Huse, & Hawthorn, 2012, p. 377). It links outcomes with strategic goals (Pal,
2014, p. 286). This link relies on the development of outcome indicators that are
measurable, targetable, reliable, benchmarkable, and defendable. Human capital
performance measurement gives a framework through which organizations can increase
the value of their human capital by improving awareness about an organization’s people.
Performance measurement tools such as dashboards with effective human capital

indicators help organizations understand the question of “What is happening?”
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Building accountability through performance reporting. Performance reporting

systems can use reporting, supported by tools and processes, to implement learnings
leaders gain through human capital indicators and dashboards. Many provinces and
provincial agencies in Canada implemented these systems — many, such as the British
Columbia government, Alberta Health Services, and the City of Edmonton include
human capital elements.

To move beyond just understanding a workforce, performance-reporting systems
can motivate learning and accountability for achieving performance improvements. In
the late 20" and early 21% century, the human resource balanced scorecard presented by
Ulrich (1997, p. 306), Yeung & Berman (1997, p. 322), Walker & MacDonald (2001, p.
368) and the Institute of Management & Administration (2003, p. 4) advocated the use of
others. There is also a new system pioneered by the UK government — deliverology.
This method formalizes performance reporting, follow-up routines, and evidence-based
supports that can build accountability.

Deliverology implements policy Figure 2: Deliverology Approach [adapted from

and program improvements by (Barber, Kihn, & Moffit, 2011)]

“establishing a small team focused on performance, gathering performance data to set
1

targets and trajectories, and having

routines to drive and ensure a focus on

performance” (Barber, Kihn, & Moffit,
2011) as seen in Figure 2. Deliverology
“is a system that helps governments

7 BN,  EER—
|
3
r r

keep their promises” (Franco, 2016,

d
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para. 1) through the adage that “what gets measured gets managed™ (Henderson, 2015,
para. 1).

This study looked to learn from recent research what human capital performance
indicators are best at providing the learning needed by public sector leaders to understand
what is broken. It also looked to determine what types of dashboards as performance
reporting tools are best at providing public sector leaders with the accountability for
fixing it. By doing so, it is hoped that this provides insight into how public sector

organizations can then, in turn, improve organizational performance.
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Chapter 3: Literature Review

*“...we have a moral obligation to use the best available evidence when
making a decision. We can do this by learning how to distinguish science
from folklore, data from assertions, and evidence from beliefs, anecdotes

or personal opinions.”” (Barends, Rousseau, & Briner, 2014, p. 3)

There is a great deal of academic research and grey literature reviewing the effect
of performance measurement and reporting on an organization’s operational and strategic
outcomes. The following gives a summary of that research to help figure out if human
capital performance measurement and reporting can be used by public sector
organizations to increase human capital value. It also reviewed recent thoughts on the

research methodology used in this study — the systematic literature review.

a) Growing the Value of Intangible Resources

A primary strategic focus for many public sector organizations is to improve their
intangible resources (Cunningham, 2016, p. 1.2). Gates & Langevin describe intellectual
capital as all the intangibles based on knowledge and includes three components: human
capital, structural capital, and relational capital' (2010, p. 113). While there has been
research about the contributions intangible resources make to an organization’s value,
there has been much less written about how to unlock an organization’s hidden value
(Bukowitz, Williams, & Mactas, 2004, p. 44). Of the three components of intellectual
capital, human capital garnered significant focus. Roughly described as the knowledge,
skills, abilities, and effort of employees (Cunningham, 2016, p. 1.2), investments in

human capital (formal or informal) can be made to increased performance and value.
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b) Human Capital

Since the turn of the 20th century, there has been a drastic evolution in how
organizations perceive their workforce: from labour commodity to intellectual and
experiential capital. In the early 20th century, the workforce was seen as the physical
sum of people employed. Adam Smith did not use the term ‘human capital’. However,
he saw human capital as one of the fixed capitals organizations had, like machines,
buildings, and improvements to land (Spengler, 1977, p. 32). According to Smith, the
sources of human capital were experience and education (Vittadini, 2010, p. 249).
Today, there are many definitions of human capital. They include definitions such as:

e A workforce’s experience and education (Vittadini, 2010, p. 249);
e The skills, knowledge, and abilities people bring to work (Bernstein &

Beeferman, 2017, p. 5); and

e People’s competencies, capabilities and experience, and their motivations to

innovate (Hesketh, 2014, p. 7);

Even with the multitude of definitions (see Appendix A: Definitions for Human
Capital for a more comprehensive list), they attempt to describe the value an
organization’s people contribute to its overall success. Hesketh reinforced that human
capital relates to the extent to which people are aligned with and support an
organization’s governance and risk management, their ability to understand, develop, and
execute an organization’s strategy, as well as their motivation for improving processes,
goods, and services (2014, p. 8). What some research found was that the quality of a
firm’s human capital is one of the most important determinants of a firm’s future

financial performance (Bassi & McMurrer, 2008, p. 864).
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¢) Human Capital Performance Measurement and Reporting

Performance measurement is “the lifeblood of accountability” for public sector
organizations according to Hoque (2008, p. 469). It provides leaders with an opportunity
to learn — to find out what is working and what needs attention — in order to improve the
performance of their workforce and their programs. The public sector is a knowledge-
driven industry. It is not unusual to see salaries and benefits make up over 70% of
operating costs. Therefore, making evidence-based decisions guided by performance
measurement has noticeable effects on a public sector organization’s outcomes.

The number of academic and professional articles about human capital
performance measurement is a sign of growing interest in the subject. This interest
comes with an awareness that human capital policies and practices themselves have
material and long-term fiscal and operational effects on organizations (Bassi &
McMurrer, 2008, p. 864; Bernstein & Beeferman, 2015, p. 39; Bernstein & Beeferman,
2017, p. 5; EI-Ghalayini, 2017, pp. 75-76). Human capital practices are a leading
indicator of organizational financial performance (Bassi & McMurrer, 2008, p. 864).
Although most studies focus on the private sector, it is not a stretch to believe that the
public sector could see similar benefits.

Fitz-enz tells us organizations should explore and understand their people through
human capital indicators and take an evidence-based approach to learn how people affect
the organization’s business (2009, p. 293). This reflects the importance of measuring the
efficiency and effectiveness of human capital through a set of indicators (ratios,
performance evaluations, demographics, and timelines) and benchmarking those against

other organizations (Schwartz & Murphy, 2008, pp. 166-167).
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Benoit and Boudreau found the best performing public sector organizations did a
respectable job of gauging their performance with indicators. Conversely, some poorly
performing public sector organizations also had adequate performance indicators. This
suggests good indicators are necessary but not enough to achieving high-performance
levels (2012, p. 593). Learning through performance measurement is not enough.
Performance measurement can be more than just an indicator telling leaders what

happened. It can tell why things happened and what can be done to improve.

d) Human Capital Performance Reporting Systems

Learning that something needs improvement does not necessarily mean it will be
improved. Unfortunately, some form of motivation is often needed. Literature suggested
that for public sector leaders, performance reporting through consistent performance
indicators could provide the accountability that may be needed to incent action.
However, care should be taken that performance reporting occurs with a constructive
performance improvement culture in place.

If efforts are not made to incorporate the value of intangibles into a formalized
reporting framework, management reporting and financial statements become
increasingly irrelevant as a tool to support meaningful decision-making (Lim & Chan,
2010, p. 686). There have been many different concepts for measuring intangibles and,
in particular, human capital, through indicator-based and value-added approaches such as
balanced scorecards, strategy maps, and economic value added. However, there has been
no consistent understanding of reporting on intangibles or human capital (Gamerschlag &

Moeller, 2011, p. 146).
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Publicly traded organizations using evidence-based human capital practices to
predict financial results give them the ability to use those indicators in internal strategic
decision-making. Doing so increases the possibility of positive fiscal and organizational
outcomes. It reinforces accountability by encouraging reporting this information to
shareholders (Frigo & Ubelhart, 2015, p. 29). It makes sense that public sector
stakeholders — the citizenry, among others — would have a similar interest in the human
capital workings of the public sector.

Research has provided a few approaches that have been or are starting to be used
by organizations to measure and report their human capital potential. These have
typically included using an organization’s annual report in addition to using a human

resources specific balanced scorecard approach.

Annual Report. Including human capital value as part of an organization’s annual
report has been an objective of the Human Capital Accounting movement since the 1960s
(Verma & Dewe, 2008, p. 102). Human capital accounting was defined by the American
Accounting Association as “the process of identifying and measuring data about human
resources and communicating this information to interested parties” (Verma & Dewe,
2008, p. 103). This system had three goals: (1) to provide organizations with objective
information about the cost and value of human capital (learning); (2) to provide a
framework to guide human resource decision making (learning); and (3) to motivate
decision-makers to adopt a human resources perspective (accountability) (Verma &
Dewe, 2008, p. 103). In short, this process looks at "putting people on the balance sheet"

by assessing their "asset value".



20
The benefits of adopting human resource accounting are magnified as it helps an

organization make decisions based on the availability and the necessity of human capital.
When human capital is quantified, it gives the investor and other client's real insight into
the organization and its potential. Proper valuation of human capital helps an
organization eliminate the adverse effects of redundant labour (Seth, 2009, p. 107). Even
after years of research and application, the concept of human resource accounting is
elusive and has not produced a set of generally accepted human resource accounting
principles (Boudreau & Ramstad, 1997, p. 344).

Balanced Scorecards. Balanced scorecards are a performance measurement and

reporting system that strike a balance between financial and nonfinancial measures, links
performance to rewards, and gives explicit recognition to the diversity of organizational
goals (Dumitrana, Radu, Glavan, & Jinga, 2011, p. 464). Developed by Kaplan and
Norton, they typically include clustering performance indicators for four dimensions:
organizational learning and growth, internal business processes, customers, and the
financial perspective (McDavid, Huse, & Hawthorn, 2012, p. 479). They gained
popularity in the 1990s as a driver-focused measurement system (Institute of
Management & Administration, 2003, p. 4).

The human resource balance scorecard sees human resource management
practices as strategic assets and provides a roadmap for organizations to integrate human
resource systems with organizational strategy (Douthitt & Mondore, 2014, p. 17).
Human resource balanced scorecards slightly modify the initial organizational balanced
scorecard model and typically includes four perspectives that follow those of the original.

For example, Walker & MacDonald put forth four categories: strategic perspective,
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operations perspective, customer perspective, and financial perspective (2001, p. 368)
while Douthitt & Mondore use the elements of deliverables, processes, alignment, and
results (Douthitt & Mondore, 2014, p. 17). In the end, it is more about having a
systematic, analytic, evidence-based, strategically aligned method to measure (to build
learning) and report the outputs and outcomes (to build accountability) of the human
resource function and the human capital programs and initiatives.

Deliverology. Deliverology is a new phenomenon developed by UK’s Labour
government in 2001 as an approach to deliver on its campaign to build effective public
services. The Prime Minister’s Delivery Unit was set up to ensure promises made to
British citizens would be kept during the government’s tenure. The Prime Minister’s
Delivery Unit, under the leadership of Sir Michael Barber, put in place a set of routines
and problem-solving techniques that make up the delivery method. Barber defined
deliverology as “a systematic process for driving progress and delivering results in
government and the public sector” (Barber, Kihn, & Moffit, 2011, p. vii). He went on to
write that deliverology “is the emerging science of getting things done in government.”
(Barber, Kihn, & Moffit, 2011, p. vii). Nordstrum, LeMahieu, and Dodd, in their review
of the application of deliverology in the education sector, saw deliverology as a quality
improvement method that emphasizes organizational goals and planning for their
accomplishment (2017, p. 43). Deliverology leverages and extends vital principles of
performance management (Barber, Kihn, & Moffit, 2011, p. 32) through:

e Asmall, dedicated delivery unit focused on achieving impact and improving

outcomes (Barber, Kihn, & Moffit, 2011, p. 33),
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e Evidence-based targets and trajectories (Barber, Kihn, & Moffit, 2011, p. 35),

and

e Using routines to ensure a focus on performance — such as monthly notes,

quarterly stocktakes, and in-depth six-month delivery reports (Barber, Kihn, &
Moffit, 2011, pp. 37-38).

The delivery model has been implemented in over 20 jurisdictions around the
world (Barber, Kihn, & Moffit, 2011, pp. 37-38) in government, as originally intended,
and other areas of the public sector such as education. There does not appear to be
evidence of deliverology being used within a business stream such as human resources.

Literature about deliverology is divided. Some see it as a systematic performance
measurement approach that helps public sector organizations tackle wicked problems
(Franco, 2016, p. 3; Barber, Kihn, & Moffit, 2011, p. 32). Others see it as a method that
destroys innovation and leads public sector managers to game the system (Seddon, 2016,
p. 2; Loveday, 2008, p. 122). Some recognize that deliverology is simply a tool. Like
any tool, its effectiveness depends on the method it is used and the culture within which it

operates (Lahey, 2017, p. 8; Nordstrum, LeMahieu, & Dodd, 2017, p. 57).

e) Systematic Literature Review

Systematic literature reviews have garnered interest in literature and textbooks.
This research method is a way to pull together a thorough but abridged view of the
evidence in a field of inquiry (Jessani & Reid, 2011, p. 1). A predetermined, planned
literature review provides a specific and reproducible method to identify, select, and
appraise studies of a previously agreed level of quality (Booth, Sutton, & Papaioannou,

2016, p. 11). Taking a systematic approach to the literature review reduces the likelihood
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of bias and is a way to ensure a comprehensive body of knowledge on the subject is
identified (Booth, Sutton, & Papaioannou, 2016, p. 2).

Articles and textbooks about systematic literature reviews stress the importance of
using set guidelines, be they the PRISMA"" or others, to gain the advantages of this
method. The benefits of this research method include creating:

e A comprehensive body of knowledge that fairly and objectively details all
relevant knowledge on the subject at hand on a subject is identified (Booth,
Sutton, & Papaioannou, 2016, p. 2; Jessani & Reid, 2011, pp. 1-2);

e Greater credibility (Booth, Sutton, & Papaioannou, 2016, p. 99)

e Reduced likelihood of bias (Booth, Sutton, & Papaioannou, 2016, p. 2);

e A specific, reproducible method to find, select and appraise studies of a
previously set level of quality (Booth, Sutton, & Papaioannou, 2016, p. 11); and

e Atest for a specific hypothesis or developing new theories (Xiao & Watson,

2017, p. 1).
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Chapter 4: Conceptual/Analytical Framework

“Measurement is really an exercise in evaluation. Measures are not
the end in themselves. They are simply the language to help us
understand the change in value of something.”

(Fitz-enz, 2009, p. 291).”

Figure 3: Conceptual Framework resulting in Improved Human Capital Value

Human Capital
Performance Measurement
(‘performance measurement Jeammg,i

Leaders with . Improved Organizational
evidence-based knowledge Improved (intangible) Performance

and authority to implement ’ Human Capital Value /
erformance improvements / (do more - and better — with less)

Human Capital
Performance Reporting
(performance measurement accountability)

The conceptual framework for the study (Figure 3) explored how strong,
consistent human capital performance measurement and reporting could help public
sector leaders learn and take accountability to improve human capital management and
practices. This, in turn, improves organizational performance (efficiency, effectiveness,
and impactfulness) through increasing the (intangible) value of their human capital. This
exploration was built on the premise that leaders could seek to improve the value of their
people if they (i) understand their people and what is going on with them (learning), and

(ii) they have the authority do something about it.
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The study was also based on the premise that a culture of performance
management is foundational to implement performance measurement and reporting
systems effectively. Instances are easy to find where performance reporting has been
used negatively. For example, the performance target driven environment in the UK
during Prime Minister Blair’s tenure drove public sector leaders to game the system
(Mears, 2014, p. 293). However, other organizations that built (or are building) cultures
where performance management and reporting are tools that develop mutually supportive
learning and accountability environments. This study left the investigation of the
leadership requirements needed to build such a culture to a later study.
The study conducted parallel, but inter-related, systematic literature reviews.
Through these reviews, it was hoped this study provides a better understanding of:
Q) recent thought on how which human capital performance indicators give a
complete, consistent picture of an organization’s workforce and its needs, and
(i) what types of human capital performance reporting can motivate improvement

in human capital management and practices.
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Chapter 5: Methodology

Literature is an essential feature of academic research as,
fundamentally, knowledge advancement and innovation are built on
prior existing work (Xiao & Watson, 2017, p. 1).

a) Research Design:

This report sought to understand how organizational performance could be
improved through human capital performance measurement and reporting systems. It
used two parallel systematic literature reviews to summarize and build upon the
abundance of knowledge in recent literature. Specifically, this study hoped to capture
how establishing consistent human capital performance measurement and performance
reporting can be practical tools to build the learning and accountability required to help
public sector organizations “do more (and better) with less”.

The growing use of systematic literature reviews reflects how this method offers a
good grasp of recent knowledge. A systematic approach gives more than a quick
summary of a few articles (Booth, Sutton, & Papaioannou, 2016, p. 108). It offers a
reliable, valid method to expand knowledge and evidence in a field (Jessani & Reid,
2011, p. 1). This study used this systematic approach to complete a methodical and
comprehensive analysis to build on current knowledge. Table 1 describes the report’s

research design.
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Table 1: Research Design - Parallel Thematic Systematic Literature Reviews

A systematic literature review follows a set protocol that 0 <=+ 0
defines search strategies, selection criteria, quality g T
. : . o—>T T
assessment, data extraction, and synthesis/analysis. o
e This study followed a protocol template set outin ~ © o
a PRISMA style statement. 0~—*0
o T
A parallel approach conducts two separate but related 0 T
- . 0
systematic literature reviews. The results are then o

0 = Observation
T = Thematic Observation

reviewed to decide if their conclusions support an
overarching hypothesis.
e This study conducted:
0 asystematic literature review on human capital performance indicators, and
0 asystematic literature review on human capital performance reporting systems.
A thematic synthesis approach builds on knowledge by pulling themes from recent literature,
clustering those, and synthesizing them into analytical themes (Xiao & Watson, 2017, pp. 8-9).
e This study categorized, summarized, and built on the knowledge contained in Level 1
and Level 2 publications'™. The study was open to using Level 3 and Level 4

publications for context.

POTENTIAL LIMITATIONS:
Selection Bias is a threat to literature reviews.
e This study reduced the risk of bias by following a PRISMA style protocol to produce
results that are clear, valid, and auditable. Using the predetermined protocol results in
a more comprehensive retrieval of literature and resulting in more credible review
findings that are less prone to bias (Booth, Sutton, & Papaioannou, 2016, p. 99).
The Volume of Literature is a threat to searches giving too few or too many articles. It is
always good to have as many observations (articles) as possible. However, criterion set too
tightly can result in too few articles. Criterion set too broadly can result in an onslaught of
articles that would not be able to be synthesized in a reasonable timeframe.
e This study reduced the risk of volume issues by limiting the number of articles for

each systematic literature review to 20 per database per search string.
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Rather than report on literature, this study used thematic synthesis to build upon
the literature and extend current knowledge the use of human capital performance
measurement indicators and performance reporting systems. A thematic synthesis
approach involves extracting themes from the literature, clustering those, and eventually
synthesizing them into analytical themes. These analytical themes are then used to
answer the research question (Xiao & Watson, 2017, pp. 8-9).
A systematic literature Figure 4: Process of Systematic Literature Review (Xiao & Watson,

: ) 2017, p. 11)
review has three phases (planning

the review, conducting the review, ‘T‘an;iﬂ; | Step I:Formulate the problem |
¢ Review | Step 2: Develop and validate the review protocol |
and reporting the review) that can ,.,
be completed in the eight steps ' Step 3:Search the literacure
A A | Step 4: Screen for inclusion
shown in Figure 4. Once the o—
e Baviaw | Step 5:Assess quality
study’s scope is defined in the [Step 6: Extract data
. i Step 7:An d synthesize da
planning phase, a review protocol EZ ;Z”“ C o
was created. The protocol defines Reporting [ & Report findings |
the Review -

each step of the review process —

the methods of review (Booth, Sutton, & Papaioannou, 2016, p. 99).

b) Terminology

Some of the terms used in this study do not have set definitions within the fields
of human resources or performance measurement. This presents challenges when
conducting a systematic literature review. Therefore, this study sets out consistent usage
and definitions for key terms such as ‘human capital’, ‘measures’, ‘metrics’, and

‘indicators’. Fortunately, strong themes appear on how some of the terms are used.
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These themes were used to establish definitions used to guide the literature search criteria
and provided clarity and consistency within the body of this study.

To build in sufficient reliability into definitions, this study looked to Level 1
(scholarly and research journals) and Level 2 (professional, trade & industry journals)
literature. This approach worked well for terms such as “human capital” as there has been
much academic and professional discussion about this subject. On the other hand, fewer
resources for the definitions of ‘measures’, ‘metrics’, and ‘indicators’ could be found.
Therefore, some Level 3 (Popular Magazines and Websites) were included.

Human Capital. Historically, the workforce was seen as the people employed.

Adam Smith saw human capital as fixed capital, like machines, buildings, and
improvements to land (Spengler, 1977, p. 32). By extending the definition of capital to
include people and their labour, Smith changed its meaning to a productive resource,
rather than money alone (Hodgson, 2014, p. 1065). According to Smith, the sources of
human capital are experience and education (Vittadini, 2010, p. 249). Investment in
human capital, at the time, typically turned to experience (Spengler, 1977, p. 33).

The concept of human capital was expanded by Schultz in the 1960s to include
the knowledge and skills of employees (Schultz, 1961, p. 1). Further discussion
expanded the notion of human capital to include the health and wellness of employees by
Becker (Houghton, 2017, p. 5) further intangible value to the definition by including

motivation, engagement, and commitment by Fitz-enz (Fitz-enz, 2009, p. 20).
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The Oxford dictionary defines human Figure 5: Human Capital Definition

capital as the “skills, knowledge, and experience Human Capital = the skills,

knowledge, competencies, capabilities,

possessed by an |nd|V|duaI or pOpUIation, Vlewed abi“ties’ experience, motivation’ and
. . . commitment people bring to work or
regarding their value or cost to an organization or

the value a workforce adds to the

country” (Oxford Living Dictionary, n.d.). The “or | organization.

country” requires the clarification that this study limited itself to the discussion of how
improvements made to human capital within a public sector organization can add value.

For this study, human capital was described as the skills, knowledge,
competencies, capabilities, abilities, experience, motivation, and commitment people
bring to work (Bernstein & Beeferman, 2017, p. 5; Hesketh, 2014, p. 7; Fitz-enz, 20009, p.
20). In short, human capital is the value a workforce adds to the organization (Figure 5).
A more fulsome list of ‘human capital’ definitions can be found in Appendix A:
Definitions for Human Capital.

One other related point of clarity required is that researchers, authors, consultants,
practitioners, and academics often use the terms “human capital”, “workforce”, “talent,
and “people” interchangeably. Gathering data through systematic literature searches
recognizes this ambiguity and include all in the search criteria. However, this study
referred to an organization’s workforce rather than employees as many public sector
organizations employ the knowledge, skills, and labour of certain non-employee groups
such as volunteers, physicians (in healthcare), and research employees (in academia).
Human capital then refers to the value this broader group of people bring an organization.

Measure, metric, indicator. The use of the terms ‘measure’, ‘metric’, and

‘indicator’ are often used interchangeably, even within the field of performance
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management. Unfortunately, doing so can create misunderstanding. A review of first
and second level literature, along with some online blog discussions, draws themes in
meanings for these three terms.

One particularly helpful journal article by Texel describes the terms as iterative
and hierarchical (2013, p. 3). Measures are described as “a quantitative number that
objectively represents a single characteristic of a real-world entity in a unit of measure, if
applicable.” (Texel, 2013, p. 4). It is something directly observable: the table is one
metre long, there are 1,485 employees in the organization, or employees took 256 sick
days. Metrics represent “a collection of measures that subjectively give context for a less
tangible and more abstract attribute of a real-world entity” (Texel, 2013, p. 4). Metrics
are often ratios or percentages. Inthe human capital world, it could be the number of
employees per manager (span-of-control) or total overtime hours as a percentage of
worked hours. Finally, indicators are “based on metrics and a baseline against which a
metric is measured” (Texel, 2013, p. 4). Indicators are comparative and directional.
These baselines can be internal (targets) or external (benchmarks). In the human capital
world, it could be comparing the overtime percent to a stated internal target (reduce by 2
percent) or external benchmark (achieve top quartile compared to a stated market).

Using these definitions sets up a hierarchy of terms. Measures become the atomic
units of performance measurement (Texel, 2013, p. 4). Having proper, robust measures
are required to build reliable metrics. In turn, these metrics are required to develop

performance indicators that can be relied on to relay the performance of an organization
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effectively. As Texel explains, if Figure 6: Cracks in the Pyramid (Texel, 2013, p. 4)

there are Cracks |n the Iower Orders . Comparison of metric to baseline

indicator

of measures or metrics, the chosen metic L L

Single numerical value with little to no context

performance indicators cannot be _ measure

relied upon (Figure 6).

This study followed Texel’s definitions and hierarchy of performance
measurement terms. However, as is discussed below, the systematic literature searches
recognized the field’s ambiguous use of the terms by using all three terms in its searches
and filtered appropriately afterwards. A summary listing of current usage of the terms

measure, metric, and indicator can be found in Appendix B: Glossary.

c) Protocol Elements:

During the planning phase, this study identified data sources, search criteria,
tracking tools, and analysis/synthesis methods. These search criteria were used for the
fulsome search of existing literature. Protocol elements are outlined in Appendix C:
Protocol Search Criteria.

Levels of Literature Searched. This study looked to Level 1 (scholarly and

research journals) and Level 2 (professional, trade & industry journals) literature as the
primary source of data. As the field of human capital performance measurement is an
emerging one, Level 3 (popular magazines) would have been accepted but was not
needed to provide context (Appendix D: Types of Periodicals).

Search Databases. To pull as much relevant data as possible, it was essential to

determine which databases to use to search for relevant literature. As the topic of human

capital performance measurement is an important one in the field of evidence-based
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management, the study used the two databases used by the Center for Evidence-Based
Management (CEBMa): ProQuest ABI/INFORM Global and EBSCO Business Source
(note: CEBMa members have access to Business Source Elite. This study used the more
complete Business Source Complete). To round out the academic journal search, two
other databases were tested for the literature search: Web of Science and JSTOR. A
summary of the databases used can be found in Appendix E: Literature Search Databases.

Keywords. To find the most relevant data possible, the study started with a broad
keyword search. As definitions for terms such as ‘human capital’, “measure’ and,
‘dashboard’ are not definitive, a wide keyword net was used initially and be refi