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ondiej Zizlavsky, Eddie Fisher

First there was the concept of what is generally
known as Balanced Scorecard. Over the years,
a new theory emerged that took the original
concept to new levels: Innovation Scorecard.
Its main focus was on innovation which also
formed part of change management, and its
strength lay in being a performance measure-
ment and management control framework
that had been developed to cope with ‘all

things innovation'. It appears that the two
concepts of Balanced Scorecard and innova-
tion fit together well for a number of reasons.
Balanced Scorecard, on its own, is considered
useful in areas where, for example, measured
returns on innovation investment are not
aligned with company strategy, where it is dif-
ficult to deploy appropriate financial indicators
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Practical application of what should work
intheory, and can be expected to work in practice,
in Red Hat, Brno, Czech Republic: what has
happened so far...

and where there is a lack of definition of strat-
egy as far as the planning of innovation

is concerned. Combining Balanced Scorecard
with innovation brings distinct advantages that
enable companies to cope with and manage
better the accelerated scale of changes that
have taken place recently across industries

(Li and Dalton, 2003). According to ZiZlavsky
(2016), the rate of growth in the size and scope
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of R&D departments has been spectacular and
rapid, to the extent that problems of visibility
are being generated. Managers feel that the
basic decisions that were taken relatively
easily years ago have now become extraordi-
narily difficult. In addition, Li and Dalton (2003)
suggest that a lack of visibility from the top
down develops serious problems that emerge
from the bottom up. It is very difficult for
people who work at operational level to have
a thorough understanding of the strategic
vision of the company they work for.

In this context, it should be noted that the
Czech business environment is idiosyncrat-
ic due to its prevailing cultural differences
in terms of its modus operandi (ZiZlavsky,
2016).The developed Innovation Scorecard,
specifically designed for this unique work-
ing environment, is based on ‘the needs led’
considerations by Kaplan and Norton (1996),
the 'audit led’ procedures considered by Dixon
etal. (1990) and the ‘consultant or facilitator
led' approach suggested by Niven (2014).
Itis based on a Balanced Scorecard approach
where balance is considered to be the
equilibrium between operative and strategic
(short-term and long-term) goals, required
inputs and outputs, internal and external
performance factors and lagging/leading indi-
cators. This includes financial and non-financial
performance indicators. Each measurement
is aninherent part of a chain of ‘cause and ef-
fect’ links. According to ZiZlavsky (2016), most
medium and large Czech companies, monitor

performance of innovative activities by using
specific financial and non-financial measures,
but without any logical link between them.

It appears that only few companies, especially
large ones, and those having different per-
spectives, actually understand the importance
of the cause-effect relationship between met-
rics, within this context. As a result, innovation
evaluation proved to be most appropriate

in favour of applying financial performance
indicators.

The bringing together of the concepts of in-
novation and Balanced Scorecard all started
with the outcomes of a primary research proj-
ect that was supported by the Czech Scientific
Foundation during 2013-2015. One of the
main objectives of this research was to estab-
lish if organisations in the Czech Republic were
actually measuring how effective and efficient
innovations were. In addition, there was a de-
sire to confirm what performance metrics were
used, how these were applied and how effec-
tive these were. The outcome of this research
confirmed that those companies who managed
innovation effectively, were also obtaining val-
id and reliable innovation performance data,
including evidence of the realised benefits
arising from the application and management
of innovation. When applied appropriately and
in accordance with existing company strategy,
marketing drives and HR/corporate policies,
processes and procedures, innovation metrics
provide managers and employees with oppor-
tunities to '‘plan, organize, monitor and control’'

Stage 1 Go | Stage2 Go | Stage3 Go | Stage4 Go | Stage5
Monitoring Applied :Il> Pre-production Market Termination
& decision :,‘> R&D & production :|'> placement :|'> & use after
making phases &maintenance lifespan
No Go No Go No Go No Go

Innovation incubator

Fig. 1: Applied Innovation Scorecard Process (Zizlavsky, 2016).
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allinnovation activities for the benefit of the
organization they work for.

Taking into account the key concepts of the
afore-mentioned Balanced Scorecard, the next
logical step was to implement the developed
concept of Innovation Scorecard in practice
in order to verify its suitability and functional-
ity. This initiative resulted in the current project
called “Innovation Scorecard: A Management
Control Framework for an Innovation Project
within the IT/Software Development industry”,
supported by the Technology Agency of the
Czech Republic. The duration of the project
is 3 years during which best current practices
in the IT/Software Development industry will
be identified. Several associated theories and
practice based case studies will be designed,
tested, developed and rolled outin a live
working environment.

Putting theory into practice in a fast-moving
software development competitive environ-
ment in the Czech Republic proved to be a real
challenge that was worth following up on.

To overcome the usual scepticism and suspicion
associated with the introduction of changes
how people work and perform at work, our
team took the conscious decision to be au-
thentic and genuine right from the word ‘go’
with allinvolved parties. Collaboration and
consultation were key approaches. Some
pushes from our side were necessary to instil
in key stakeholders the value of deploying

an innovation scorecard system within Red
Hat Czech s.r.0. This organisation is a research
and development subsidiary of Red Hat,
settled in Brno. It was formed in 2006 and has
around 1200 employees. Itis a private limited
company that operates in the software indus-
try. The parent company, Red Hat, founded

in 1993 and headquartered in Raleigh, North
Carolina, chose to set up this subsidiary in the
Czech Republicin favour of other locations due
to the Czech Republic's position to increase
the awareness and improve the perception

of open-source software advocacy. The appli-
cation of our suggested Innovation Scorecard
process (Fig. 1) is not limited to IT or software
development projects or initiatives. Subject

to taking prevailing local cultural differences
into account and modifying the process 'as re-
quired’, itis considered fit for purpose for use
across the industries project managers operate
within.
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We considered that Red Hat was anideal can-

didate for our project. They appeared to have

a high innovation potential considered a suit-

able characteristic of the company's existing

innovation environment (create, develop and
implement something new). It is an essential
feature that includes change, development,
learning, flexibility, adaptiveness and creativ-
ity. Now it was up to us to focus our attention
on doing rather than talking to ensure that Red

Hat achieved maximum return on theirinno-

vation scorecard investment. We had to make

sure that a high performing innovator like

Red Hat allowed us to apply the usual project

management skills: plan, organise, monitor

and control the full cycle of our innovation
scorecard process. Not an easy task when you
work in an Agile/SCRUM sprint-based work
environment where doing is of paramount
importance and planning appears to be taking

a secondary position!

We developed two smaller sub-projects
deemed most appropriate for the start of this
initiative: Atomic Host (completed in 2019) and
Continuous Integration (completion in 2020),
details to follow. Our aim was to keep the
change momentum going so that Red Hat
could ultimately implement and maintain
some leading-edge innovative work approach-
es over a longer period of time once the initial
innovation projects had been completed. The
main and overall Innovation Scorecard project
commenced at the beginning of 2019 and will
finish by the end of 2021.

The main considered objectives for
the Innovation Scorecard project were:

1. Increase profitability through the overall val-
ue of innovation from a market and product
perspective

.Maximise the Return on Investment (ROI)

.Achieve higher staff productivity levels
through business change including im-
proved organisational alignment and modus
operandi

4. Improved streamlining of software de-

velopment processes through the roll-out

of an Innovation Scorecard System across

a number of associated projects such

as Atomic Host and Continuous Integration
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Odborny Clanek

Round 1
RHEL Atomic Host
version 7.6.2
Early build January 8t 2019
Final build January 222019

February 19" 2019

Round 2 Round 3
RHEL Atomic Host RHEL Atomic Host
version 7.6.3 version 7.6.4

April 2 2019

March 4™ 2019 April 16™M2019

Table 1: Time Schedule of Container Rebuild Innovation Process.

5.Improve timely internal and external
communications

Red Hat Enterprise Linux Atomic Host is a se-
cure, lightweight, and minimal-footprint oper-

ating system optimised to run Linux containers.

A member of the Red Hat Enterprise Linux
family, Red Hat Enterprise Linux (RHEL) Atomic
Host couples the flexible, modular capabilities
of Linux containers with the reliability and
security of RHEL in a reduced footprint, to de-
crease the attack surface and provide only the
packages needed to power hardware and run
containers.

With this offering, Red Hat combines:
¢ An enterprise-class container-specific host
e New container capabilities in the
world's leading enterprise Linux platform
¢ A certified program for containerized
applications

Fig. 2 Innovation Scorecard in Agile.

This project’'s main focus was on resolving
container build issues and their potential
solutions. It delivered, amongst other things,
an automation solution within an existing
container-build process and served as a pilot
implementation for our innovation scorecard
project. We applied a lot of common sense
rather than stick to our process rigorously.
Ondriej and Eddie comment: “You have

to take this approach in change initiatives
sometimes in order to gain sustained and
committed support in the long run!” Plenty
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of knowledge and practical experience was
applied during this process to improve future
implementation of the associated projects. The
defined project goals and associated critical
success factors (CSF) were:

e Goal 1 Introduce an Innovation Scorecard
System for Atomic Host: Container Build
Process
e (SF1 Produce high level project

documents
¢ Goal 2 Container Automation Build Process
e (SF1 Develop/buy automation tool and
implement it

e (SF2 Improve modus operandi

e (SF3 Improve Design and Container Build
process reporting to improve communica-
tion flow

e (SF4 Effective Dependency Management
during Container Build Process

The implementation of the automation

tool was planned to be completed in three
rounds. The early build in Round 1 was going
to be done manually in order to ensure that,
overall, the RHEL Atomic Process would not

be interrupted. The final build was completed
non-manually (automatically). Red Hat sug-
gested to build containers in upcoming rounds
using an automation tool and in accordance
with metrics developed by the Innovation
Scorecard team. Automation was subsequently
achieved by Round 3 (Table 1).

Following the establishment of the Atomic
Host project's goals and CSFs we designed
a metricsolution as an information support for
decision making. It was necessary to modify
the Innovation Scorecard system and approach
to make it fit for the intended purpose and use
within an Agile Software Development work
environment (Fig. 2).

Within three rounds of the Atomic Host proj-
ect the Innovation Scorecard was designed, im-
plemented and has been verified that it works
in practice. Its viability and reliability have
been established. We achieved the following
benefits as a direct result of the inaugural
implementation of the Innovation Scorecard
within the first project, using appropriate sim-
ple metrics to measure our claimed success:

1. Improved communications leading to im-
proved development and build of innovative
products and services
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2. Container build process reduced by 13 hours,
opening up new opportunities to reassign
resources to other areas of the business
without affecting Container Build work

3.Significant reduction in duplication of errors
and reworks

4. Innovation Scorecard aligned with existing
Agile Methodology without disrupting ‘busi-
ness as usual’

Continuous Integration is the next project that
forms part of our innovation scorecard roll-
-out project and has just started. Continuous
Integration is a practice used within IT and
software development. Developers integrate
codes into a shared repository frequently,
preferably several times a day. Each integra-
tion can then be verified through automated

build and test processes. Automated testing

is applied regularly in Red Hat. One of the

key benefits of integrating regularly is that
itis possible to detect errors quickly and locate
these more easily. As each change introduced
is typically small, pinpointing the specific
change that introduced a defect can be done
quickly and efficiently. Developers who work
on code modification, do not get distracted.
When integration is combined with testing,
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continuous integration can enable codesto be-  economies of scale (operational level) and the
come dependable. Itis anticipated that the ultimate competitiveness of organisations such
implementation of the Innovation Scorecard as Red Hat.

will contribute to improving the efficiency,

¢ Dixon, J.R.,Nanni, A.J. and Vollmann, T.E. (1990). The New Performance Challenge: Measuring
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e Kaplan, R.S.and. Norton, D.P. (1996). The Balanced Scorecard: Translating Strategy into Action.
Harvard Business School Press.

¢ Li, G.and Dalton, D. (2003). Balanced Scorecard for I+D. Pharmaceutical Executive. vol. 23,
no. 3, pp. 84-90.
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e Zi%lavsky,0. (2016). Innovation Scorecard: Conceptual Performance Measurement and Management
Framework for Innovation Process. \Vutium Press.

doc. Ing. Ondfiej Zizlavsky, Ph. D.

Ondrej is an Associate Professor in the Faculty of Business and Management Brno University of Technology,
where he specializes in management control, performance measurement systems and innovations. His
research primarily aims to understand what drives the success of innovation and how to measure and develop
an innovative performance in a company.

Part of his active research consists of studying the innovation process in a company and its performance
measurement. He combines financial and non-financial metrics to set up complex innovative performance
measurement systems for Czech businesses. A second area of Ondrej's work studies innovative potential and
its development. His work has been published in three monographs, in a number of scientific peer-reviewed
journals indexed in Thomson Reuters, Scopus, etc., and book chapters.

Ondrej's interest in above mentioned areas has resulted in original management control framework called
Innovation Scorecard (www.iScorecard.org).

Eddie Fisher, Ph.D., M.Sc., Hon Fellow of the APM

Eddie is a Professor of Project/Programme Management and Social Psychology who has been man-

aging people as both line and project manager over the last 35 years. Eddie has been working in the
Telecommunications, Construction, Education and Defence industries for companies such as British Telecom,
Telefonica, Vodafone, General Dynamics and Leonardo, in countries such as the UK, Ireland, Czech Republic,
Cuba, Germany and Saudi Arabia, with line management responsibilities of up to 80 staff and budget account-
ability up to £1.7b.

Eddie is a subject matter expert on the people side of management (attitude, behaviour and competence)
and strategic business management. He publishes widely in publications such as the International Journal
of Project Management, Business and Economic Research and Engineering Management Research. Eddie

is on the editorial board/acts as reviewer of six international academic journals.
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