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Executive summary  

The current analysis examines the concepts of balanced scorecard (BSC) and strategy mapping and related to how Gamuda Berhad can use them to enhance their drive towards stated vision and strategy. The use of BSC proposes to help the company to be well placed in not only formulating strategy but to go the whole journey including implementation and performance appraisal. The analysis starts with an introduction to the company including its products/services, industry, vision, and strategy. This is followed with a discussion on the balanced scorecard concept, its advantages and disadvantages. Similarly, the strategy map concept is discussed together with its advantages and disadvantages. The main part of this analysis proposes a balanced scorecard framework for Gamuda Berhad and this is followed with a strategy map to provide an easy depiction on what is expected. Ultimately, several recommendations are proposed to the board regarding the appropriateness of the two tools and how the company can effectively use them.  

1) Introduce the company and its vision and mission  

Gamuda Berhad is an investment holding firm that operates in the civil engineering construction business based in Malaysia but with operations worldwide and an employee base of 4,100 (Gamuda.com, 2019). Gamuda�s main segments of operation are Property Development & Club Operations, Engineering and Construction, and Water & Expressway Concessions. Gamuda Berhad was established in 1976 with base in Petaling Jaya, Malaysia. Gamuda Berhad is a publicly traded company with operations in the Engineering & construction, Property Development and Infrastructure & concession Industry. Gamuda�s main products include: MRTs, airports, railways, water treatment plant, road tunnel, bridges, dams, expressways, and highways (Bloomberg.com, 2019). 

Vision

Gamuda Berhad �aim to lead the region in innovative breakthrough solutions for large scale public infrastructure and property development� (Gamuda.com, 2019).

Strategy

Gamuda�s strategy is focused in arraigning sustainable growth based on the 3C�s approach namely capability, capacity and Competitiveness building (Gamuda.com, 2019). Capacity is built through major investments in technology and plant and expansion in human capital investment. Capability is attained through leveraging IT solutions, workforce up skilling, and use of new technologies in engineering and construction. Competitiveness is attained through improved productivity, more effective innovation, and reliable solutions.

2) A discussion of  balanced scorecard, its use, its advantages and disadvantages  

Balanced scorecard concept


The balanced scorecard (BSC) refers to a strategic planning and management method or system that firms use to: Align everyday work activities with strategy; communicate what the organization is pursuing; prioritize products, services and projects; and help organization to measure and track advancement towards strategic objectives (Balancedscorecards.com, 2019). Essentially, the BSC system links the dots between the more operational aspects such as targets (preferred level of performance), objectives (improvement actions on a continuous basis), measures (KPIs, that monitor strategic performance), and initiatives (programs and projects) with the big picture strategy components including vision (aspiration), mission (purpose), core values, and strategic focus areas (goals and/or results). BSC proposes that the organization should be viewed from four perspectives namely Financial, Customer/Stakeholder, Internal Process and Organizational Capacity (Learning and Growth). The organizations are expected to develop initiatives (actions), objectives, targets, and measures (KPIs) relative to the various perspectives. According to Norton and Kaplan (Kaplan and Norton, 1992.p.12), performance of organizations is better defined when other aspects besides financial are considered. Financial perspective examines the financial performance of an organization and how financial resources are used. Customer/Stakeholder perspective examines organizational performance in the view of the customer or any stakeholders served by the organization. Internal Process examines organizational performance via the lenses of efficiency and quality associated with key business processes, product or services. Organizational Capacity uses the lenses of infrastructure, human capital, culture, technology among other capacities that are vital to strong performance (Balancedscorecards.com, 2019).

Advantages of balanced scorecard

BSCs are extensively used in government, business and industry, and nonprofit organizations globally. According to a study by Gartner Group, nearly over 50 percent of large US companies have embraced the balanced scorecard (Entrophi.com, 2018). Over half of major firms in Europe, the US, and Asia are currently using the balanced scorecard, with growth experienced across these areas and others including Africa and the Middle East. Bain & Co global study listed the BSC as fifth among the top 10 most extensively used management tools globally (Bernardmarr.com, 2018). Research studies have shown that firms that use a BSC system tends to outperform those that lack a formal approach/system to performance management (DeBusk and Crabtree, 2006. p. 44). The widespread use of the BSC is attributed to several benefits and advantages that accrue with the tool. Some of the advantages are as follows:  

· Better Strategic Planning:  A BSC offers a powerful and effective framework for constructing, communicating and sharing strategy. Strategy Maps help to visualize the business model where cause-and-effect relationships are considered. Consensus building in strategic objectives is key in BSC process. Basically, the BSC enables creation of a complete picture of strategy including key enablers of performance and performance outcomes.

· Enhanced Strategy Communication: BSC framework enables interrelated objectives and strategy to be mapped together hence allowing easier communication of strategy to internal and external audience. Easier communication foster better understanding and appreciation of strategy and this helps to empower and engage employees and stakeholders in strategy delivery and review.

· Enhanced Performance Reporting: Organizations that use BSC tends to communicate and report performance better compared to those without a structured approach to performance management (Epstein and Wisner, 2011. p. 5). The modern corporate context experience increased need for transparency and this can be effectively met if organizations generate meaningful dashboards and management reports to convey performance. The BSC approach assists firms to identify what to report and this is a powerful tool to help visualize performance.

· Better Management of Information: Information is an important input in decision process. The BSC system compels firms to design KPIs for their numerous strategic objectives and this ensures that organizations measure what really matters. Study supports this as organizations that have embraced a BSC method tend to report better management of their information (quality) as well as aggregating more benefits from the information including guiding strategic decision process.

Disadvantages of balanced scorecard

Despite the numerous benefits that can accrue from a BSC, the tool comes with some disadvantages as follows: 

· Overwhelming framework: The material on BSC can be mind-boggling and this can overwhelm user and Impede way forward.  There is a lot of materials and diverse case examples that require organizations to adopt and customize to their own unique needs. 

· BSC needs strong leadership support:  The BSC requires substantial overhaul in the management approach because it is a project that is perpetual. The implementation of BSC comprises numerous changes, challenges and resource commitments. Hence, the support of a strong leadership is required in order to ensure success.  Employees and middle managers may be hesitant to execute tasks if they face difficulties and this may require leadership intervention. In addition, apprising employees and managers of BSC progress can be challenging since numerous metrics need to be captured, and presented accurately and informatively.

· No Recommendations:  The BSC give numerous details about company, execution, and performance but fails to give recommendations on how to adjust policies and strategies   to address discrepancies. Thus, support of other tools is required to have a complete analysis of a firm's performance.

· Opposition from Employees: resistance to implementation of BSC can emanate from top management and employees. The comprehensive nature of the BSC can be overwhelming for employees and therefore there is a natural tendency to resist (Kasurinen, 2012. p. 325). There is need for buy inn from most employees and management in order to ease resistance. 

· Takes Time and costs: Generally, it takes time to adapt and implement a BSC strategic system. Hence, it would require sufficient motivation in order to ensure successful completion. BSC process requires considerable resources including money for some automation and training employees on metrics associated with the tool

Overall, the balanced scorecard is a comprehensive, resourceful and versatile performance management tool. The BSC concept is now widely used and this is a demonstration of its potential benefits to organizations. Despite the numerous benefits, the tool faces some criticism which is depicted in some of the disadvantages highlighted above.

Discuss what is a strategic map and its advantages and disadvantages 

Strategy map concept 

Many strategies fail and one of the reasons for this is the absence of a shared vision among the organization�s employees. Often, the senior management formulates strategy and communicates it to middle executives and others lower rank for execution. The senior managers need to be able to decode the strategy into operational elements. Regrettably, many lower level employees have no intimation of the goals and mission of their organization and the part played by their actions to overall success. A strategy map provides one way of addressing this problem. Essentially, a strategy map is an authoritative communication tool which empowers workers to understand and appreciate the strategy, and this helps them to translate it into specific actions. A strategic map is a diagrammatic depiction of a firm�s strategy that helps to show how an entity can generate value (Balancedscorecards.com, 2019). 

Advantages and disadvantages

First, a strategy map assists organizations to identify what propels business performance. A strategy maps illustrate a cause and effect relationship associated with specific objectives and outcomes. Second, a strategy map simplifies and streamlines the process of comprehending strategy and communication to all employees since they are able to visualize from one source and partake towards its implementation. Third, the focus by strategy map is on first the objectives and the measures are then drawn from the objectives. This approach (objectives first) helps the user to describe the desired achievement and the appropriate measurement. This means that resources and time is not wasted in unimportant issues but only those that drive performance. Fourth, a strategy map assists user to cascade strategy across the entire organization and this results in contribution from all. Fifth, a strategy map helps the user to monitor progress and assess if the strategy works or not. The modern business environment is increasingly dynamic and therefore businesses need to constantly readjust their strategies to succeed and the map enables them to do so. Essentially, new information is constantly fed in the map and an ongoing review provides valuable insight for performance improvements (Balancedscorecards.com, 2019).

3) Create a balanced scorecard for the company using the company information  

Proposed balanced scorecard for Gamuda Berhad

After an analysis of Gamuda Berhad, the following Balance Scorecard is suitable for use by the directors and managers to align business activities to identified vision and strategy, and to monitor performance against strategic goals.

	 Perspective
	Objectives
	Measurements
	Target
	Target Action (Initiatives)

	Financial
	1:Increase net profit margin

2: Expand revenue streams or grow sales  

3: Manage resources and reduce costs 

4: Increase shareholders value

(Net profit improved from RM700 million in 2017 to RM818 million in 2018-16.8%) (Gamuda.com, 2019).

(Revenue grew by 26% in 2018 from RM5,703 million to RM 7,169 million) (Gamuda.com, 2019).


	1:ROE= net profit/Total asset

2: sales revenue growth year over year and 5-Year Average

3: utilization of benchmark rates and Use of utilization rates 

4: Dividend growth and payout ratio, Core Return

On Owners�

Equity 
	1: To grow net profit margin by 15% on year over year

2: Enter into new  markets in Africa to  increase sales by 15% on 5-Year Average

3: Increase resource utilization  rate by 3% annually-the company currently experience waste of resource by up to 2% (Gamuda.com, 2019); Resource optimization

4: To achieve a growth of 5% on dividend growth and 55% on payout on year over year, achieve Core Return

On Owners�

Equity of 12%
(Dividend payout was 57% and 48% for 2018 and 2017) (Gamuda.com, 2019).
(Core Return

On Owners�

Equity was 10.8% and 9.4% for 2018 and 2017 respectively) (Gamuda.com, 2019). 
	1: Businesses expansion as a long term strategy to enhance Economy of scale and reduce unit costs (Farrell and Shapiro, 2010); and leverage technology to enhance efficiency

2: Acquire potential firms to access markets & strengthen critical partnerships-synergistic relationships can help reduce costs (Farrell and Shapiro, 2010. p. 685).
3:Leverage latest technology to enhance efficiency, Improve recycling, regular Upgrade of equipment, and better reporting methods such as time-tracking software, planning software and Time Productivity Analysis

4: Acquisitions (synergistic benefits such as lower unit cost, & increased revenues), rationalize assets, use treasury stock (Buy back shares) and reduce shares are vital measures for increasing shareholder value (Sabri, 2013. p. 4).  Incentivizes and motivation to executives & employees, and good governance practices are important for productivity and value creation (Maslow, 1943. p. 370).

	Customer
	1: Improve Customer satisfaction and retention 

2: Grow customer base

3: Enhance customer profitability

4: Establish and strengthen  relationships with customers  and Brand awareness

 
	1: Customer Acquisition Cost; Churn Rate; Net Promoter Score (NPS); Customer Retention Rate; Customer Satisfaction Score; recurring/renewal of business 

2: Number of accounts or customers

3: use percentage of profitable and less profitable accounts; average profit for each customer

4: Market share; Customer Satisfaction Score; recurring/renewal of business
	1: Reduce customer acquisition by 5% annually; maintain churn rate at below 2%; improve retention rate and Satisfaction Score by 3% annually; 

2: Increase customer  base by 5% on year over year and 5-Year Average; increase recurring business by 5%; target over +80 for NPS

3: Increase profitable customers by 5% year over year; reduce costs for each customer by 5% annually

4: reduce complains by 20%; year over year and increase recurring business by 5%
	1: Enhance customization of solutions; closer collaboration with key customers; incentivize customers; improve communication; excellent customer care using e-CRM; regular training of employees. 
Creation of value to the customer is a key competitive element for any firm (Fournier, 2008. p. 345)
2: Introduction of new solutions including more value adding solutions (digitalization and IT to support new solutions), venture into new territories and niches to evolve base- Porter proposed the generic strategies as way firms can remain competitive (Dess,   & Davis, 1984.p.467).
3: List and identify loss making customers include variances in costs in order to develop solutions; customize marketing approach for each customer; training for staff. Customer empowerment helps to create valuable synergies between company and customers (Pranic and Roehl, 2012. p. 245). 
4: Incentivize clients through discounts, training on important business practices, enhance customer care via e-CRM, address problems promptly and

Increase interactions via social media

	Internal Processes
	1: Better Capacity utilization

Lower Defect level

2: Quality optimization

3: Pursue Process improvements and internal efficiency

4: Product Leadership in terms of innovations in new solutions and improvement

 
	1: Asset turnover (The ratio improved from (0.15) 15% in 2017 to (0.19)19% in 2018) (Gamuda.com, 2019).

2: Waste rate, defects levels 

3: Cycle time, delays, levels of defects, utilization rate turnovers

4: Number of new products or solutions, rate or speed of introducing products to  market
	1: Target to improve the rate to 22% 

2: Enhance utilization rate by 10% annually, enhance upgrades,

Reduce material waste by 10% annually, increase recycling by 10% annually

3: Reduce cycle time and delays by 5% annually, and 

4: Target to achieve four new products/solutions annually, 


	1: Rationalize assets including disposal of excess, seek more partnerships to use excess capacity, use technology to enhance efficiency. 

2: scheduled maintenance of products (projects), use technology to enhance supply chain process. The supply chain plays a critical role in Internal Processes and value creation (Sahay, 2013.p.78)
3: streamline internal approval processes and optimize supply chain by use of technology, Improve partnership and collaborations by use of better business models. Business models provides valuable framework for optimization of resource allocation (Shafer et al, 2005. p. 202) 
4: use new technology to develop new solutions and upgrades, expand idea generation sources, outsource processes that add less or no value creation

	Innovation & learning
	1: increase employees skills and Capabilities (Human Capital Development)

2: Competitive compensation and motivation 

3: Optimize technology usage

4: Increase expertise and succession plan 


	1: Number & hours of training sessions, performance reviews, skills audits

2: Turnover rate, productivity, productivity,  number of new ideas from employees

3: Rate of automation, integration and number of tech systems introduced

4: Number  of specialized personnel
	1: To facilitate more training programs (20% increase on training hours), target to achieve continuous performance reviews in all fields

2: To maintain turnover at below 5% annually; maintain utilization rate at above 98%

3: Upgrade technology after every three years

4:  To grow specialized/expert consultant base across diverse areas  by 2% annually
	1: Training employees, job orientations, job redesign, and availing more learning resources on the portal, expand performance appraisal methods

2: Expand the compensation and benefit package to include more diversity; benchmark compensation with industry and leading companies; involve & engage employees in developing motivation packages 

3: Increase use of leased technology to enable easier access to new/emerging ones

4: Expand partners and collaborators, recruit and develop unique talents, have a succession plan


A strategic map for Gamuda Berhad

Below map is a depiction of Gamuda Berhad strategy map which depicts how the company shall implement its BSC. Basically, the arrows shows how the specific actions impact on others and how individual actions impact entire organization.   
Strategy map links
Revenue growth, profit maximization and optimizing costs/resources is one way of enhancing shareholder value and wealth. Businesses expansion via acquisitions, leverage of technology and resource optimization is some of the methods to maximize revenue, sales and shareholder value. Gamuda�s expansion is also supported by Intensive Growth Strategies including Market Development, Market Penetration, Product Development and Diversification (Dess & Davis, 1984). For example, market development will help attract new customers while its superior technology capacity will be used to support products development. Data and information generated via technology capacity will provide useful insights in product development. Basically, expansion provides opportunities for more sales and achieving economies of scale and this is critical in reducing unit cost and ultimately the profit. Motivating employees and executives influence increased efforts and inspiration to improve productivity and ultimately value creation. 
           The customer is at the core of success for Gamuda. Growth in customer base, improved customer satisfaction, good relationship with customers and improved profitability of each customer are ways (strategies) that  can help Gamuda to grow its sales, enhance profit levels and ultimately enhance shareholder and overall value. For example, customer satisfaction induces repeat purchase, good relationship nurture brand loyalty, and focus on individual customer profitability help in optimizing resource use and cost management. Essentially, all the themes on customers aim at value creation and maximizing shareholder value. In order to remain competitive, Gamuda need to optimize its internal processes. Better leverage of technology, training employees to enhance capabilities and competencies, and optimizing supply chain process are some of the ways companies can use to achieve efficiency (Gunasekaran and Ngai,   2004. p. 270). Rationalization of resources and adjustment of business model are ways the company can use to improve internal processes. Ultimately, the actions proposed for internal business processes are aimed at efficiency, better resource utilization, improved margins/profitability and finally, value creation.  The market is very competitive and therefore Gamuda must foster Innovation & learning. Training employees, job orientations, and job redesign provide opportunities for employees to learn and use the empowerment to innovate. Theorists such as Maslow and Hertzberg proposed the need for incentivizing and motivating workers in order to maximize their potential (Maslow, 1943; Hertzberg, 1966). Competitive compensation and benefit and empowerment are ways Gamuda can use to enhance Innovation & learning. 
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Summary of recommendations of the balance scorecard and strategic map to the board                                                                                                  

The balance scorecard and strategic mapping tools are very important in strategic planning and implementation of strategy. The tools are widely uses across diverse sectors of the economy hence they have been repeatedly tested and revised to make them some of the leading tools in strategy planning, implement and performance review. The modern business environment is quite dynamic and therefore companies need a tool (s) that can respond swiftly and effectively. The BSC and strategy map tools provide just the right tools to enable appropriate flexibility and response to market changes. Gamuda�s strategy approach based on capability, capacity and Competitiveness can be effectively aligned with these two tools. For example, Gamuda is a large and increasingly complex organization hence it needs the tools for effective strategic planning, management, integration and governance. Operations at the global level require use of tools such as BSC because it will help the company to align operational aspects with the global picture. Debates on how best to measure and manage performance in organization have been in existence for long with some views advocating for dominance on financial measures while others advocate for diverse measures. Indeed, the BSC and strategy map shall provide Gamuda with framework that is comprehensive, diverse and robust in line with desires to address a balance on stakeholder�s interests. Overall, the recommendation is for Gamuda to embrace the tools and constantly customize them to meet their unique needs and trends.
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