HR As A Strategic Partner: The Measurement Challenge
The human resources architecture of any organisation comprises of three features. They are: 

· The sum of the HR function

· The broader HR system and 

· The resulting employee behaviour

But not many know their importance to excel in the market place. Many HR management teams have a well-developed vision of their department’s strategic value but the CEO and the senior line managers are at best skeptical of HR’s role in the firm’s success. The root cause of the problems can be stated as: HR’s influence on firm performance is difficult to measure.

Most HR professionals can list a number of attributes that are considered crucial to the implementation of the firm’s competitive strategy. But not many of them may be aware if the existing HR measures capture the “strategic HR drivers”. As a result there has always been disconnection between what is measured and what is important.

These questions are important as the primary source of production is gradually shifting from physical to intellectual capital. Therefore, HR professionals have to demonstrate how they create value for their organisations.  The challenge is to serve as strategic partners in running the business.

From Professional To Strategic Partner

Recent decades have witnessed dramatic shifts in the role of HR. Traditionally managers saw the human resource function as primarily administrative and professional. It provided scant insight into the complexities of strategic HR architecture. It didn’t encourage HR managers to think differently about their role.

Liberalisation era emphasised on strategy and the importance of HR systems.  The need for assessing the impact and quality of fit after aligning the systems with the company’s larger strategy gained prominence. The assessment can broadly be categorised into the following four perspectives:

· The personnel perspective: The firm hires and pays people but does not focus on hiring the very best or developing exceptional employees.
· The compensation perspective: The firm uses bonuses, incentive pay and meaningful distinctions in pay to reward high and low performers. This is a first step towards relying on people as a source of competitive advantage, but it doesn’t fully exploit the benefits of HR as a strategic asset.
· The alignment perspective: Senior managers see employees as strategic assets, but they don’t invest in overhauling HR’s capabilities. Therefore, the HR system can’t leverage management’s perspective
· The high performance perspective: HR and other executives view HR as a system embedded within the larger system of the firm’s strategy implementation. The firm manages and measures the relationship between these two systems and firm performance. 
The most potent action HR managers can take to ensure their strategic contribution is to develop a measurement system that showcases HR’s impact on business performance.

Intangible Assets Generate Tangible Business

Research suggests that 35% of an investor’s decision is based on non-financial information. The most important intangible has been the ability to implement strategy. By aligning the HR architecture with the firm’s overall strategy, HR professionals could play a key role in shaping those perceptions.

Its widely known that what gets measured gets managed and what gets managed gets accomplished. But does measurement of organisational processes provide competitive advantage?

Yes, undoubtedly it does. Since “performance drivers” are within management’s control now, the Scorecard approach encourages managers to engage in strategy implementation process rather than simply monitor financial results. Thus, the Scorecard approach it ensures that strategy is everybody’s business.
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