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Abstract

Both prior literature and reported managerial practices have claimed that #red&hiScorecard (BSC) is a
management tool that can help organizations to effectively implement stratBgigsite its worldwide
popularity and its recognition as a powerful management tool, the BSC ialways used successfully.
Although many organizations have adopted the BSC, a great number of them have encowiieraed prhen
trying to introduce the concept in their business. The purpose of this pdpexndiplore the critical barriers and
threats which may cause the BSC initiatives to fail in the airline industoyeover, the research aims at
identifying the areas with the critical measures which are difficlietapplied and need more attention during
implementing the BSC. In order to achieve this, a questionnaire i®rdesigned and distributed, 312
guestionnaires in 104 airlines companies, through e-mail, 205 valid forms have bepedréiack with a
response rate of 65.7%. Based on the study results, the usage of common measurdbeapwifgrmance
measures perspectives during the BSC implementation indicates that theomosin measures found are in
the financial perspective, then with less common usage are the measures in the cusgpaetiveeand
learning and growth, while quite far away are the measures used in tinalifiesiness processes perspective.
In addition, the results reveal that the most critical barriers assotiateghlementing the BSC are "common
measure bias" and "obese and static nature”. Furthermore, the resulthalfambiguous validity of the cause
and effect relationshiparriers” and “general requirements barriers” have achieved a moderated negative effect
On the contrary, the barriers "strategic control", "cultural barriers", and “matching barriers” are ranked as the
least critical barriers.

Keywords: Balanced Scorecard (BSC), Financial and non-financial measures, Performance measurement,
Airlines.

Introduction

In today’s world, businesses are in search for alternative management systems in order to have an effective
performance system. One of the strategic management tools used in the name oftise p&dormance
management is called the Balanced Scorecard (BSC). The BSC method was propoggdrbgritaNorton in
1992 ® The BSC developed by (Kaplan and Norton, 1992) is the most popular framework in thef area
performance measurement. The introduction of the BSC has been mainly based ontiantfaosi the
traditional financial performance measurement systems towards a more balancedragjmancial and non-
financial measures) that includes several measures in a multi-dimensional stfucture

Furthermore, many researchers argue that the BSC is a major performance nedssystam for
many industries because it provides a broad performance measurement of both faraheiahfinancial
perspective§:* ® Also, the study of Frigo and Krumwiede has concluded that 8@rBethod has experienced
an increase in popularity as a performance measurement system for translating an organization’s mission into
goals, aligning individual and organizational goals and actions and performance measdreseasuring
proces(738e)s related to goal achievenfirt.addition, the BSC is one of the most highly rated management tools
today.'"

The BSC, which refers to the measurement method driving future performance, is pesé&rafiance
evaluation tools developed to accomplish the corporate vision and strategy. Through diisnemsgions, i.e.,
financial, customer, internal business processes, and learning and growth, tlasdeSses the organizational
operational performance, integrates the internal physical and intangible asseterdtthdse, and expects to
establish a strategic performance evaluation system in accordance with cost effitiency.
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Moreover, what makes the BSC method different from other performance measuaathentluation
methods is that it expresses the strategies of the company in a varietyeofabsizes. Thus, it achieves the
elimination of the strategies that do not serve any purpose (useless stratethiesyipper size. However, in
order to apply the BSC successfully, all the sizes and strategies nhaabeed with suitable rates. There is no
consensus on the score card sizes and rate level of the strategies idergiield level and which method to be
used to rate in practi¢g.

Since its early development, the BSC has been used successfully as a strategionaranage in a
range area of domains. Whereas, five years ago, implementations were at lunsiseswd divisions, today the
implementations of the model are seen at the corporate level and reflected in tbeaetitity of the
organization. Non-profit organizations have started to use it, including comparties healthcare sector and
the public sector. Moreover, government organizations around the world are adbetimgcept. As for the
airline industry sector, there is limited literature focusing on this sufjject.

Nowadays airline companies face crucial stages of development programs; one of timapuoant
parts of a development program is measuring performance. Therefore, in this dbetd3&C is believed to
show the performance results in a more accurate and complet&€’w#nuwever, there are numerous possible
barriers and threats that deserve increased attention from both researchers and top managers.

The purpose of this paper is to fill a gap in the BSC literature by going austieerfand exploring the
critical threats and barriers which may cause the BSC initiatives tinfttile airline industry. Moreover, the
research aims at identifying the areas with the critical measures whidiffault to be applied and need more
attention during implementing the BSC. In order to achieve this, the study iawesti§there is a significant
difference in the usage of common measures among performance measures perspeigivasicl&his
organized as follows: A review of the research literature related toSixcBncept, four perspectives of the
BSC, implementation stagesadvantages and disadvantages of implementing the BSC Bamders to
Implementing. Also, the research methodology is described in the second sectionhehmésults obtained
from the data analysis are discussed in the third section. Managerial iropkcatid conclusions are introduced
in the fourth section.

The BSC Concept

Leading organizations agree on the need for a structured methodology for usinghaectormeasurement
information to help set agreed-upon performance goals, allocate and prioritize resofoomsmanagers to
either confirm or change current policy or program direction to meet those goalgpandon the success in
meeting those goal¥ Traditionally, business management has been based on financial indicators. In fact,
during the industrial ageesconomic and financial information became almost the sole instrument used to
facilitate the decision-making process in the business world. Howevdr,thet arrival of the technology
revolution it has become clear that a wider range of informaisoneeded, and consequently qualitative and
descriptive data has begun to be more highly vafied.

Therefore, in response to this need for new forms of information, Kaplan and Noméegsprs at
Harvard Business School, have developed a methodology to assess management and ogjanization
performance. They have calletl the Balanced Scorecard (BSC). Unlike its predecessors, this model
incorporates both financial and non-financial indicators. As a result of the sottkissmodel when applied in
the private sector, where it was first tested, studies have been done ondaapttdt to be used in the public
sector and in non-profit organizatiofi8.

Historically, the BSC was elaborated and fine-tuned by Robert Kaplan and Dar¢@hNh the 1990s,
arising from the need to incorporate more than merely historical accounting spingkieemanagement. The
phrase “Balanced Scorecard” was coined in the early 1990s but the concept originates from the pioneering
performance management work of General Electric in the 1850%e “Balance” in the BSC relates to three
areas that are neglected in the traditional financial performance business'thodel
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- Balance between financial and non-financial indicators of success
- Balance between internal and external stakeholders
- Balance between lag and lead indicators of success

In an attempt to over-depend on financial measures, Robert Kaplan and David Norton lea\tberadd
non-financial dimensions for the evaluation of firm performance: Customers, Inbersiaess process and
learning and growth, hoping that the new complete measurement system would aim at tbé gwalsrate
vision. They also argue that the BSC should be integrated into faction plans, strategies, and visions. The
design of the four dimensions deliberately coordinates with the business functions of a firm. Ma@\dhei
financial dimension is associated with the accounting function of the organizité customer dimension with
the marketing function, the internal business processes with the integral value chéte, laathing and growth
dimension with the human resources. Meanwhile, these four dimensions share thesdabatie firm should
input and the functions that a firm should haVe.

However, the BSC translatesompany’s mission and strategy into a set of performance measures that
form the base for a measurement and strategic management sy3téespite the system measures and
preserved traditional financial measures, the system directs the finameialimes with perspectives that they
stimulate for a future performance, including financial objectives of shedium, and long term, to the desired
economic result to be reached, reflecting the companies life cycle to evaluakasf giossibility of growth,
maintenance, and collect of the stratéty.

Furthermore, the BSC is a communication tool that helps each employee better understarigewhere
strategy drives the organization, what the plan is for reaching thatatesti and what their departmental and
individual measured contribution is to that convergent effort. Hence, with suctstamdiing, the employees
whether directly involved in the planned strategy execution, or gah also change and improve the way they
perform their daily jobs through micro-decisions that are both convergent and complementaryéoutiereof
the organization’s strategic plan ®®

Generally, the BSC has the function to get organizational consensus, focusratiegys and
communicate to all the company members the strategic management. The B3@esfpursues clear and
simplified stages of involving definition of objectives, pointers, goalsaation, and later the representation of
the strategic maps in cause and effect diagrams. Normally, a BSC contemplat@$ fio 25 objectives, which
can provide to the manager an agreement and a strategy measurement op#mg/ cbtareover, each objective
is constructed around different pointers of performafte.

The Four Perspectives of the BSC in the Airlines

As mentioned aboveheé BSC tries to translate a company’s strategic direction and objectives into actionable
initiatives and measurements. Obviously, using only the financial measurement is not enaliye tan
organization ®” As a result, the original BSC designed by Kaplan and Norton identifieppérspectives. The
four perspectives are: The customer perspective, the internal businessgsrpeessective, the learning and
growth perspective, and the financial perspective (illustrated in Figuré“1Y.herefore, the BS@nables
organizations to monitor the intangible assets needed for future gftth.

For each of the four components the manager would have to establish goals and then trasslate t
goals into specific measures. The BSC includes financial measureslttia tekult of actions already taken. It
also complements the financial measures with operational measures on passenrggiosatisfernal business
processes, and the organization’s innovation and improvement activities. All these operational measures can be
seen as the drivers of future financial performdfic®.
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Figure (1): The BSC drategic perspectives
Sour ce:(Modified from Procurement Executives’ Association, 2003)*?

In summary, the four perspectives enable airlines to gain a holistic view of performance measiiesent.
perspectives are explained as folldffs

- Financial perspective: It indicates whether anirline’s strategy, implementation and execution are
contributing to bottom-line improvement. Financial objectives typically relate taaiibty.

- Customer perspective: It provides a way for managers to identify the passenger and market segments in
which the business unit will compete and the measures of the business unit’s performance. The core outcome
measures include passenger satisfaction, passenger retention, new passengeonacgassenger
profitability, and market and account share in targeted segments.

- Internal business (processes) perspective: Executives use it to identify the critical mdkrbusiness
processes in which the airline must excel. These processes enable the businesgrtdhdelalue
proposition and satisfy shareholteexpectations of excellent financial returns. This perspective includes
both innovation and operations.

- Learning and growth perspective: It identifies the infrastructure that the airline must build to criemtg-
term improvement. Businesses are unlikely to be able to meet their lomgearets for customers and
internal business processes using existing capabilities. Therefore, in wiwt@ge these gaps, businesses
will have to invest in re-skilling employees, enhancing information technologysystdms, and aligning
organizational procedures and routines.

The BSC Implementation Stages

Researchers identify four major stages in implemergiB§C. The first stage darifying and trandating the

vision and strategy; it is generally accomplished lateam of upper management. The purpose of this phase is
to develop an understandingth firm’s mission and strategy for obtaining its goals. Since mission statements
are often vague, the management should translate the mission into specific objectives and then detelpp a str
that will use the firm’s strength to meet the objectiV@$?

In addition, the organization in this stage draws its strategy map. A strategy anspmework with a common
language that visualizes and communicates a strategy and the according processes antesgstsamng to its
realization. It is a direct extension of the BSC as it depicts critlgjgictives and relationships identified in the
BSC process?”

After the firm’s BSC has been developed, each strategic business unit determines measurestrior its ow
scorecard as a part of the second steg@amunication and linking. In this stage, it is required that people in
the different units through out the organization develsporecard for their particular segments of the business.
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In the remaining stages of the BSC implementation, managetar gets and budgets as a third step; and over
time, the last stage iseceiving feedback on the strategies of the business units and the firm by evaluating
performance relative to scorecard meastifes

Advantages and Disadvantages of | mplementing the BSC

The theory of the BSC has at least two advantages over the traditional approach to performaniom evakiat

the BSC is a complete, compound tool for evaluating firm performance with four dmgnacluding finance,
customer, internal busiesprocesss and learning and growth. These four dimensions could not only be seen as
performance measures, but also as corporate input resources. Second, the BSC shiftsritienebfecus on
physical assets to the emphasis on both physical and intangible resources iroa tfenplurpose of corporate
long-term development. Therefore, the BSC is constructed to be a full-range framewqdrfiomance
evaluation to meet the corporatgoal of perpetual growtif®

Moreover, the BSC is a performance measurement matrix designed to capturalfinadcnon-
financial metrics that provide insight into the critical success factorarfasrganization, effectively aligning
organization strategy to key performance objectives. The BSC helps organizi#mieak through providing
balance from two perspectives. First, it ensures an appropriate mix of performatr@s from across the
organization to achieve operational excellence; thereby, the BSC ensures that emrsiimgited group of
metrics dominates the assessment process, possibly leading to long-termpeféoitnance. Second, the BSC
helps leaders offset short term performance pressures by giving recognitiomeight to long-term company
needs that, if not properly addressed, might jeopardize future company perfoffiance.

Generally speaking, the BSC can help organizations achieve bettes velseit compared to traditional
performance measurement systé&f.In addition, it is valuable to mention that implementing the BSC in an
airline company-wide will provide a common methodology and coordinated framework feorapany
performance measurement effoffs.

While implementing the acquisition BSC is an important first step, helping agendegaiop the BSC
for additional functions (g. programs, human resources, finance, ifTiyill also strengthen the link among the
acquisition system, those additional functions, and agency missions and goals. Thisomidktepicross-
functional coordination of improvement efforts and break down “stovepipes” in the company. The BSC will also
provide sz%md data on which to base business decisions, from allocation of available resotutee to
direction.

However, many researchers have criticized the limitations of the BSC. For exdre@&C applies a
large number of variables that create complex optimization probf&#$Moreover, others argue that the BSC
does not provide a common scale of measurement, and it lacks a standardized baselihenarbbemcompare
performancé®® Not surprisingly, the number of problems encountered using the BSC is what gives it
complexity.

Relative performance evaluation in the BSC framework requires decision makers toeenallifdie
performance measures (I8) for two or more strategic business units. In order to subjectivelyufatena
solution, decision makers should understand the relationships between performance measuresetenhtiesr r
to the overall strategy. Furthermore, recognition of the relationships beteraporally-separated (i.e. leading
and lagging) performance indicators and non-linear relationships arising frofinanaial measures places
extra cognitive demands on memory and attentfdrGiven the number of measures and the complex nature of
their relationships, a human decision maker cannot make a decision analytically. Sia¢ge tioeobjective or
computational procedure available, decision makers should spend time thinking abowt ddhanhtl searching
for solutions. Besides, graphical representation can facilitate problem comgiogheby summarizing
information and providing an overall perspective in complex, less analyzable®&sks.
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Furthermore, the study of Rickard8 has concluded that the BSC does not have a mathematical model
or a weighting scheme. Other studies also mention that the BSC does natduawprehensive index to review
the interaction between measures of perform&R¢& Additionally, several studies have been conducted to
solve these limitations of the BSC, and researchers have found that Data Envelopalgsis ADEA) can
complement the complexities of the BEE*3"

Barriersto Implementing the BSC

Although many different organizations are using the BSC as a management techiiigpiereent corporate
strategy, a number of them have encountered different problems when trying to intftedleoacept in their
business. The majority have either implemented the BSC but without any significgrdvement in
performance, or they have given up during the implementation process@t§elfherefore, many researches
have discussed the barriers to implementing the B&E23940414249The BSC is a tool to facilitate
communication within the process of translatthg corporate strategy. If the BSC is used only as a tool fo
measuring and monitoring performance in the dimensions incorporated irhibutvimplementing the related
process, this will restrict theffectiveness of the Scorecard and it is more likely tof&f?

According to the study of Olve et &, the absence of executive sponsorship will hexery BSC
initiative. Also, top managements should stand behind such an initiativelsnB&C is a tool for executing the
companys strategy. In addition, the top management should explamthe other members of the firm why the
BSC is so important.Due to limited budgets or the perceived simplicity of the tool, the BSC edueatibn
training are very often preserved only for high-lewgnagers or only for project team members. The study of
Niven “¥ stesses that the development of the BSC requirgeeise development plan to guide the selected
team during the BSC journey. Besides, without a formal plan showing the implemepédtion advance, there
is the riskof confusion. Even if there is high interest among employees and a readinelialiorate, a lack of
organization may lead to failuf®.The BSC plarshould, afNuven’s study “* believes, reveal to everyone in
the organization what @glanned to be achieved, with whom, why, how, and how long it will take.

The reported high failure rate of the BSC along with the mixed research findingstaleftadtiveness
have resulted in questions about the validity of some assumptions underpinni®xi&*8*". Based on these
studies, Tabl¢l) summarizes the main limitations associated with implementation of the BSC:

Table (1): Limitationsin implementation of the BSC

Problems associated o
oo : Description of the
with implementing roblems Symptomsto look for
the BSC P
-Improving customer perspectives (e.g. customer satisfaction)
not necessarily improve financial outcomes because satisfie
It is argued that there is ng customers may still choose to buy products from other compat
Ambiguous validity cause-and-effect - Non-financial measures in the BSC are not necessarily the dr
of the cause-and- | relationship among the fou of financial measures
effect relationship perspectives of the BSC - Organizations often fail to establish such causal links among
four perspectives because there is little or no guidance given i
BSC literature on how to set up these causal relationships
It is argued that the BSC i - The measures in the BSC are defined by top managements
a hierarchically top-down little involvement of frontline workers; thus, employees can orj
. model that is not rooted ir react rather than act on their own
Strategic control o . : )
barri the organization or in the - The BSC does not reflect changes in external environmer
arrier . : ) : - L
environment, thus making because it has no direct relationship with the market
it questionable as a - The BSC gives inadequate feedback on the content of the stf
strategic control tool
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Itis found that not all the - Superior managers tend to simplify performance measuremen
measures in the BSC arg only relying on common measures when they evaluate the
Common measure treated equally during the performance of multiple subordinate units
bias performance evaluation| - Unique measures are often disregarded or even ignored by su
process managers in performance evaluations

- The fact that there are too many measures in a BSC system ig

It is suggested that the consistent with a psychological research finding suggesting thg
. implementation of an human beings have difficulty handling more than seven measutr®r
Obese and static . .
nature obese and static BSC mg simultaneously
potentially risk - The BSC is a static model because it cannot solve the time I
performance managemet problem and does not reflect changes in external environment

- Under existing performance measurement systems, managers u
need to achieve several objectives, which tend to make them fo
more on shorterm benefits rather than on the BSC’s long term goals
- The IT systems in many local firms usually contain only financi
data, and thus cannot provide enough support for the implementg

Matching problems with
the existing planning
systems, performance

measurement systems, a

IT systems of their local

Matching barriers

of the BSC
partners

- Local managers, who tend to place more emphasis on long-{

relationships (guanxi) and who are accustomed to a more fle

Cultural values—such as and informal management style may be hesitant to impleme

Confucianism, high powe strict and formal BSC system
. distance, and low - Employeesculture may reflect low individualism, which often
Cultural barriers Lo ; ; . .

individualism may cause symbolizes emotional reliance on the group. Thus, when the
problems when using the encourages competition between individuals, local employees
BSC in China be reluctant to participate because they prefer group-base

activities and rewards

Source: (Modified from Zeng & Luo; 2013%?

M ethodol ogy

A quantitative research methiglemployed in this research due to a number of reasons. First, it is one of the
most widely used techniques to reach a large population and to identify and descvioeathitity in different
situations. Second, the collected data later on can be analyzed effectively through the SPSS“Btogram.

Research Design

To achieve the purpose of this paper, a suggested framework of the BSC performance measigesipoed
to study whether there is a significant difference in the usage of common measweg performance
measures perspectives during the implementation of the BSC in order to deteerinécal areas. Moreover,
the study attempts to identify the critical barriers which may cause the B&ivies to fail in the airline
industry. In order to reach the goals of the paper mentioned above, the study is coattiveedtagesas
shown in Figure P
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Figure (2): Methodology framework for field study (Resear ch design)

The measures items collected are extracted from a humber of publisheibpeactihd academic literature
concerned with the BSC implementatidff:**°*5*2°3590n the other hand, the barrier items are built on
preceding StudieéZl,38.39,40,41,42,43,45,46)

In the first stage, measures that are not relevant to the four perspectihesBSC have been deleted,
based upon the definitions of each perspeects well as the researcher’s own understanding of the content area.
Furthermore, to increase credibility, the collected measures are identifiecasmpbrized by two executive
managers in airlines companies. For judging the reliability of the sub sldawner measures, classification kappa
statistics have been calculated to measure the agreement between the tWd.raters

_ Pr(a) — Pr(e)
1 — Pr(e)

The equation for « is:

Where Pr (a) is the relative observed agreement among raters, and Pr (e) is the hypuribiesio#ity
of chance agreement, using the observed data to calculate the probabilities of each observer sapiagml
each category. If the raters are in complete agreement then k = 1. If there is no agreement among the raters (other
than what would be exped by chance) then k group < 0 (55).The classifications of collected measures is
compared by an inter rater reliability analysis using the kappa statistics vwghm#rformed to determine
consistency among researchers. The inter-rater reliability for the raters was found to be Kappa = 0.94.
Through the above process, 67 initial items have been generated in attempting to caverpbespectives of
the BSC: Financial perspective (11 items), customer perspective (8 items), irllesna¢ss processes
perspective (20 items), and learning and growth perspective (14 items).

On the other hand, 27 items have been generated through an exhaustive search to cover the barriers
which may face the companies during implementation of the:BRfategic control barriers (4 items),
ambiguous validity of the cause and effect relationship barriers (4items), commsureneais (2 items), obese
and static nature (4 items), cultural barriers (3 items), matching barriers (3itamsyeneral requirements
barriers (7 items).
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Data Collection
Research I nstrument

A suggested framework of the BSC performance measures and the main barriers of impten®eptasented
as a self administrated questionnaire. This questionnaire instrument consiste aetttionsT he first section

is designed to elicit demographic information about the respondents and airline complaaiesoid section
measures the usage of the four perspectives measures of the BSC in performancamertasine third
section identifies the critical barriers which might be considered during the B lementation. In the third
section also the questionnaire uses a five-point Likert scale as a measuring scaleesmbtitkents have had to
indicate the extent of agreement or disagreement with a specific statement.

The researcher has been required to show an introductory letter to all patespiahdents when
soliciting participation in the research. As indicated in the introdudtttgr, the right of anonymity and
confidentialityis guaranteed. This includes the assurance that theistadly for academic purposes and not for
circulation to other parties. Moreover, because the respondents may have differestdfaeference for the
BSC, a clear definition of the BS€ also provided to the respondents, and they have been instructed to answer
all the questions based on that definition.

Furthermore, based on the research questions and size of the population, asuevmathas appeared
to be the most economical and appropriate method of data collection. In addition to-test@ensideration,
e-mail surveys give people flexibility and more time to answer questions.

The initial questionnairés prepared and a pre-test has been conducted and presented to a number of
samples (N=15) of managers who have an experience with the BSC. The purposeastdhtisgo detect any
potential problems in the questionnaire design, clarity, or wording. Also, mansmer been asked to complete
the questionnaire and give their ovér@mments about the questionnaire. Based on the mangers’ comments,
one revision has been made and several items are reworded after the pilot exercig@otve the
comprehensibility and clarity of the questionnaire instrument.

The pre-test respondents have suggested some changes in the form. Through this proseghicit were not
clear, or were not relevant to the research problem, havedeemded or deleted.

The participants in the e-mail questionnaire are asked to take pém study only after they have
provided their consent. This consent has been returned to the researcher in aohwapsrincluding, but not
limited to, via fax orsnail mail (a signed form that has been sent as an e-mail attachment), e-mailing back a
signed form, or simply replying via e-mail affirmatively to an invaatto participate by stating in the message
that the consent form has been read and agreed to. All questionnaire materiatntatogether to the
participantdn one e-mail including the invitation for participation, background information aheutsearcher,
consent form, instructions, and the questionnaire schedule.

The respondents have been given six weeks, including the follow up period, to resptre
guestionnaire documents sent via e-mail. A follow up e-mail has been sentefeks later and they have been
given two weeks to return them. Some interviews have been conducted using Skype, anaee application
that allows users to make voice calls over the internet. The received e-maiialds are reviewed manually in
order to collect the data. Then, every e-mail is saved into separatefilgordfter that, a preprocessing
procedure is carried out in order to identify the findings.

The Target Population and Sampling

The target population for the study is the airline companies. The samplenaf emmpanies is selected through
an exhaustive search thgh airline companies’ websites lists under the airline directories of Yahoo and Google.
The names and e-mails of the population have been acquired from the World Airlinterif&owvhich divides
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the airline companies according to 12 regions of the world. The WorlohéiDirectory is a comprehensive
database of more than 2,000 currently operating international, regional, aedtidoairlines throughout the
world.

The data in this research is collected using the multistage sampling methodhsipogportional quota
sample is appropriate to be used in the first stage. The quota sample improves thetadpresé particular
strata (groups) within the population, as well as ensuring that these straiat aver-representef” in other
words; t selects individuals as they come to fill a quota by characteristics proportional to populatiodsr o or
create a quota sample, the researcher has specified the minimum number ofuséimpieeach region which
are concerned with having numbers that match their proportions in the populatite $econd stage, the
sample units of each region have been sedgeindomly as every company is given equal opportunities of being
selected.

The questionnaires were distributed from August 1 to December 25, 2014. Thenpliable shows the
number of distributed questionnaires and valid questionnaires:

Table (1): Sampling process. Selected sample breakdown by region and responserate

No. of airline Distributed .
Region companies included il questionnaires Numbe_;r of V.a“d %
the sample guestionnaires
1- Africa 25 75 56 74.6%
2- The Caribbean 12 36 26 72%
3- Central Amerta 4 12 7 58%
4- Central Asia 5 15 8 53%
5- Europe 22 66 49 74%
6- The Far East 4 12 5 41.6%
7- Indlar_l Sub 4 12 7 58%
Continent
8- The Middle East 7 21 12 57%
9- North America 4 12 5 41.6%
10- Oceania 4 12 7 58%
11- South America 7 21 13 61.9%
12- Southeast Asia 6 18 10 55.5%
Total 104 312 205 65.7%

The 312 questionnaires are distributed to a selected group of 104 internatiamalcainhpanies. From
the 312 questionnaires distributed, 223 responses have been collected (for a respongé.&its).d¥loreover,
to control the response bias, the data has been screened. After eliminatingithasessing information and
extreme answers, 205 usable responses have remained (usable response rate of 65.7%).

Data Analysis

Data and information in this study are analyzed and discussed in accordance with the researas obfestiv
Statistical Package for the Social Sciences (SPSS, v17.0) is used to analyze the data obtained in this study
Descriptive statistics including simple frequencies, mean ratings, standard deviation and Crgiaach al
coefficients (for the testing of the reliability of the questionnaire) are computatlefaore, the Kruskal-Wallis
testis used to test the median differences between groups; this test is similar to a one-way AdSQVét it is

a non-parametric test based upon rank or ordinal data for showing whether the obtained results aretparticular
the governorate-based activities or to the sample as a whole (the level of significanselsse(®P<0.05)).
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Findings and Discussion
Sample Characteristics

A total of 205 out of 312 airlines companies have completed the questionnaire in thepaned representing

a response rate @b.7%. Table (2) shows the demographic characteristics of the sample units. The highest
percentage of the respondents is Regional Financial Managers (45.4%)sthB#é of the sample network
airline; only 14%is low cost and 16%s regional airline. The rest of the sample (25%) is categorized as charter
airline. The labor power of 114 airline companies (55.6% of the sample) is more thaengd09ees, while 67

of them (6% of the sample) are within the range of 2000-2500 employees. Conthahiesiploy less than
2000 employees represent only 11.7% of the sample. Table (2) also illustrates thahanohalf of the
companies have income level more than 1 billion US $.

Table (2): Characterigtics of the sample (Airline companies)

Variable | Frequency | Percentage (%)

1- Respondents
Regional General Manger 11 54
Assistant  Regional Gener 12 5.8
Manager
Operating Manager 37 18
Regional Financial Manager 93 45.4
Decision Maker 52 25.4
2- Airline company’s type
Network airline 92 45
Low cost 29 14
Charter airline 52 25
Regional airline 32 16
3-Labor power
Less than 2000 employees 24 11.7
2000-2500 employees 67 32.7
More than 2500employees 114 55.6
4-Grossrevenue
Less than 500 million US $ 29 14
500 million-1 billion US $ 72 35
More than 1 billion US $ 104 51
5-  Themain measuring performance methods have:

87 42

Quialitative characteristics
Quantitative characteristics 205 100

6- Basic standards used by companiesfor designing performance

measur ement:
Vision 178 87
Mission 201 98
Strategy map 203 99
Other 30 14.7
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The results above indicate that almost all the sample measureshgerder by using quantitative
methods. However, only 87 airline companies use qualitative methods (42% of the fanmpégjsure their
performance. In addition, a reasonable number of airline companies have its missiorf (88%amnple) and
vision @7% of the sampleasbasic standard® design performance measurement, while approximately all the
companies usastrategy map which is the visual presentation of key performance indjcadré summarizes
every strategy related to each measurement catégoiy Furthermore, the results show that the airlines have
basic standards for applying the BSC technique.

Aver age Frequency of Using the BSC Per spective M easures

Tables (3), (4), (5), and (6) illustrate the usage of the common measuorg) the performance measures
perspectives during the BSC implementation. The most common measures founthi@fnantial perspective
(81% average frequency of use), and then with less common usage are measures in theparsfeotve
(66% average frequency of usand learning and growth (61.6% average frequency of use), while quite far
away are the measures used in the internal business processes perspective (%59.4 average freqyency of use
These results match with the study of Porporato &alvho has concluded that decision makers tend to give a
much higher weight to the financial perspective compared to other qualitatsgegires during implementing
the BSC.

Table (3): Financial per spective measur es aver age frequency of use by airline companies

Companies' usage

Financial per spective Count Percentage | Averagefrequency of use
Return on investment 205 100
Operative income 195 95
Total revenues fr_om differen 172 84

line of business
Per share measures 164 80
Cash flow measures 189 92
Total costs reduction 109 53
Stock index 129 63 81%

Value added analysis 189 92
Total assets utilization 195 95
Productivity improvement 170 83
Available seat mile 107 52

According to Table (3)the majority of airline companies’ financial objectives are mainly relat¢ol
return on investment (100% of the sample), operative income (95% of the sampl&sgetalutilization (95%
of the sample), cash flow measures (92% of the sample), and value added analysistf@28ample). On the
other hand, there is an ignoring to the measures of total costs reduction aablegaiat mile as indicators of
the financial perspective; nearly half of the sample does not use them.
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Table (4): Customer perspective measur es aver age frequency of use by airline companies

Companies' usage
Customer perspective Average frequency of use
Count Percentage
Customer satisfaction 189 92
Market share 162 79
Product price 90 44
New markets or new clients 160 78
Frequent flyer program 139 68
Flight frequency 162 79
Boarding time 80 39
Menu 66 32
Customer complaints 197 96
Destinations 158 77 66%

Flights per day 68 33
Annual seats 166 81
Investment in corporate image 180 88
Income or sales per client or per prody 152 74
Investments in brand development 96 47
Geographical coverage 86 42
On time delivery 96 47
Product quality 189 92

The resultsn Table (4) show that airline companies, with regard to the customer perspleatieehigh
concernto customer complaints (96% of the sample), customer satisfaction, and pyadlitgt measures (92%
of the sample) .On the other hand, the sample units have a moderate to low concern to the other measures.

Table (5): Internal business processes per spective measur es aver age frequency of use by airline companies

Internal business processes per spective Coiﬁinpargifcgrs]?aggee Average frequency of use
Investment in information technology| 152 74
Products' rejection rate 129 63
Productivity 109 53
Information technology uses with clieni 68 33
Expenses or revenues per employeg 66 32
Capacity utilization 53 26
On time development of products 49 24
Environmental issues 115 56

Inventory turnover 66 32 59.4%

Product, service, or process costs 121 59
Cancelations 185 90
On-time arrivals 150 73
Baggage handling 156 76
Operating cost per available seat 176 86
Accidents and incidents 86 42
Age of aircrafts 187 91
Number of aircrafts 141 69
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Aircrafts utilization 178 87
Length of passenger trips 182 89
Length of aircratft flights 66 32

Concerning the measures associated to the internal business processesvperispembserved that
only age of aircraft (91% of the sample), cancellations (90% of the sgrapd length of passenger trips (89%
of the sample) measures have a high usage average.

Table (6): Learning and growth per spective measur es aver age frequency of use by airline companies

Learning and_growth Companies' usage Average frequency of use
per spective Count Percentage
Employees satisfaction 187 91
Training 189 92
New products 193 94
New ideas 111 54
Education 123 60
Team work 94 46
Empowerment 125 61
Remuneration 68 42
Continuous improvement 168 82 61.6%
Employees’ turnover 64 31
Seat miles per employee 74 36
Wages and incentives 139 68
Employee’ initiatives 49 24
Performance evaluation 166 81

The result in Table (6) also reveal that there are common measureo usdieédt the learning and
growth perspective such as, new products (94% of the sample), training (92% ahghe)sand Employeé
satisfaction (91% of the sample). However, the majority of the other meaduearning and growth are unique
measures used by limited number of airline companies.

Determining the Main Barriersto Implementing the BSC

First, to assess the reliability of the study factors, Cronbach's Alghaialculated to test the stability of
variables retained in each factor. According to the results of Tablehé/yeliability analysis gave alpha
coefficients exceeding (.y@or all the study factors which are regarded as acceptable reliabilifjcemdt and
a good indication of construct reliability.

Table (7): Ranking themain barriersto implementing the BSC in airline companies

Thebarriers Mean Std. dev | Factor loading | Rank
1- Strategic control barriers: 2.7 .518 -
a- The measures of the BSC has little involvement of front line work 2.3 1.08 0.818
b- The BSCdoesnat reflect changes in external environments 2.6 1.04 0.743
c-T he strategy of the BSC is not formulated in a strategy map 2.7 1.12 0.727
d- The BSC inadequate feedback on continent of strategy 3 1.16 0.704 4
e- It cannot balance the Iong-t_erm goals and short-term goals of tf 3.3 134 0.852
business
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2-Ambiguous validity of the cause and effect relationship barriers: 2.8 727 -
a- Improving customer perspective does not necessarily imprareial 31 112 0.867
outcomes
b-Non-financial measures in t.he BSC are not necessarily the drives 27 111 0.858
financial measures
c- Airlines often fail to establish suqh casual thinking among the fol 31 130 0.835
perspective 3
e- The BSC cannot help managers to improve the efficiency in operg 25 1.09 0.954
3- Common measure bias: 3.2 121 -
a- Superior managemrely on common measures 3.2 1.20 0.768
b- Unique measures are often disregarded or ignored by superiagena 31 1.30 0.870 1
in performance evaluation
4- Obese and static nature: 3.05 .686
a- There are many measure in the BSC system 3.2 1.29 0.863
b- The BSC isa static model because it cannot solve the time la 34 1.04 0.834
problem 2
¢c- The BSC does not reflect changes in internal environment 2.5 .888 0.754
5- Cultural barriers: 2.6 543 -
a- Employees feel that the BSC is strict and formal 3.4 1.27 0.818
b- Employees hesitate to participate as the BSC frame work encour 29 123 0.792

low individualism 5

c- With the BSC, it is difficult to have a better understanding of thg

strategy and vision of the business 2.2 910 0.753
6- Matching barriers: 21 .679 -
a- The BSC does not match with the existing planning system 1.8 .812 0.834
a- The BSC does not match with performance measuremen 2.3 1.30 0.726 6
c- The BSC does not match with information technology 2.3 .978 0.722
7- General requirementsbarriers: 2.8 .560 -
a- Inadequate IT support 19 .967 0.894
b- Inadequate project team 3.2 1.16 0.719
c- Inadequat& ey Performance I ndicators (KPIs) 2.7 .923 0.912
d- Lack of executive sponsorship 3 1.14 0.763
e- Lack of the BSC education and training 3.1 1.18 0.734 3
f- Lack of planning and communication 2.9 1.20 0.787
g- The BSC is difficult to involve in the whole organization 3.0 1.25 0.754

Mean scale: 1 * strongly disagree to 5 * strongly agree.

According to Table (7), the analyzed data sheds light on the mosaldbitiziers that are associated with
the BSC implementation in airline companies.
When ranking these barriers, the most important barriers with the highessooeas arecommon measure
bias' with 3.2 mean rating, andbese and static nature" with 3.05 mean rating. This result may be due to that
mangers have thought the implementation of the BSC does not meet their infti@ixpectations. Moreover
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this result confirms the study of Lipe and Saltéfibwho have found that superior managers tend to simplify
performance measurement by only relying on common measures when they evaluate the perfofmanc
multiple subordinate units. Consequently, unique measures are often disregarded mmneved by superior
managers in performance evaluations.

The study of Libby, Salterio, & WebE? can also explain the result as it has concluded that common
measure bias does exist in performance evaluations of multiple units duectmtiittve limitations of human
beings.

Many studies have investigated the obese and static naturesisgues the study of Dilla&Steinbart
®D which has concluded th#tte large numbeof measures in the BSC, together with the lack of normative
guidelines for performance evaluations, make using the BSC a complex and relatigsglyctured task.
Opponents have also argued that the BSC is a static model because it cannot solve the time lag problem and doe:
not reflect changes in external environmeritd. Furthermore, Neely study® has suggested that the
implementation of an obese and static BSC system may potentially risk performance management.

In addition, the results reveal tHambiguous validity of the cause and effect relationship barriers”
and*“general requirements barriers”, with both 2.8 mean rating, have achieved a moderagdtive effect
These results may be due to the fact that organizations often fail tostswith causal links among the four
perspectives because there is little or no guidance given in the B&QRuligeon how to set up these causal
relationships.

Narreklit“? has argued that there is no cause-and-effect relationship among the four pespéttie
BSC. For example, customer satisfaction does not necessarily improve finanfbainpece because even
though customers are satisfied, they may still choose to buy from a competitor if that competitor’s products are
more attractive to them.

The data above illustrates that general requirements are another catibalsbthat encounter airline
companies to apply successful BSC. Aldoadequate project tedrhas achieved 3.2 mean ratingack of the
BSC education and trainiigs with 3.1 mean ratingwhile “the BSC is difficult to involve in the whole
organizatiofi has achieved 3 mean rating. Furthermore, it is valuable to mention that the IT systems in many low
cost companies usually provide only financial data, and thus cannot provide enough $oppibe
implementation of the BS&Y

On the contrary, the barrierstiategic control" with 2.7 mean rating,cultural barriers' with 2.61
mean ratingand “matching barriers” with 2.1 mean rating are ranked as the least critical barriers associated to
the implementation of the BSC. Moreover, it has been argued that the BSC is ehldallgirtop-down model

that is not rooted in the organization or in the environment. Thissquestionable as a strategic control tool.
(47,58)

Despite these results, under existing performance measurement systems, managerseesliad
achieve several objectives, which tend to make them focus more onestmdstnefits rather than on the BSC’s
long-term goals. Furthermore, no initiative in an organization, regardless pbétiéntial, has any chance of
success without a sponsor in the top management. However, due to its seeming\sipgigie in charge very
often conclude that thorough education and training are not required. Such a conclusiormaitlepdlly harm
the BSC initiative and lead to failure. Therefore, in ordercteate a BSC that works, and capable of
implementing the company strategy, linking individuals, creating new behavior aadogrdcommunication, a
well trained team is needed.

Broadly speaking, These results match with the results of the studi@sdyNgrreklit™*” ; Neely,®®:

Brignall, ®” who have found that the BSC has unavoidable limitations and barriers as acsirateggement
systemsince the implementation of the BSC faces even more obstacles, often beyond what its users imagine.
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TheKruskal-Wallis Test

The data presented in Table (8) below shows that there is significant difference betweso@mpaniestypes

and airline companies with different gross revenue in their perception of thebaraiers to implementing the
BSC, with respect only to théstrategic control barriers”, and “general requiremeritsFor example, it is noticed
that low cost airline companies are more conedmiith these barriers during the implementation. However, the
different types of airline companies with different gross revenue haveathe direction with respect to the
barriers “ambiguous validity of the cause and effect relatiorijhipbese and static nature”, “cultural barriers”,
»common measure biasand”matching barriera

Table (8): Testing equality of main barriers mean regarding airline companies’ management
characteristics (Kruskal-Wallis).

Measuring Basic standards
Airlinetype Grossrevenue performance for performance
methods measur ement
Value of Value of Value of
Thebarriers Kruskal- . Kruskal- . Value of . Kruskal- .
) Sig . Sig Kruskal- Sig . Sig
Wallis Wallis Wallis Test Wallis
Test Test Test
1- Strategic control | 1545 | 0o0| 22.80 | 000 | 1495 | 000| 10.36 | .498
barriers
2- Ambiguous validity
of the cause and effeci{ 11.64 | .052 11.45 413 16.43 .001 13.21 .003
relationship barriers
3 Comrg‘i‘;rs‘ measure| 1597 | 032| 9.09 | .022 10.36 498 | 12.782 | .308
4- Obi;?ufgd static | 4743 | 672| 1422 | 011 6.30 0.098| 11.62 | .000
5- Cultural barriers 19.71 .623 2.60 0.457 16.23 .000 1.05 0.789
6- Matching barriers 27.34 .205 9.05 617 11.74 .002 26.202 .003
7- General requirement| 14.02 | .000 28.29 .000 10.21 413 11.401 410

The data analyzed clearly states that despite using different measuring pegamegmuads, there is no
significant difference between companiggerception of the barriers to implementing the BSC with respect to
“common measure bias”, “obese and static nature”, and“general requiremeritsHowever, there is significant
difference in“strategic control barriers”, ambiguous validity of the cause and effect relation®hipiers”, ”
cultural barriers”, and “matching barriers* as obstacles during the implementation of the BSC. This result may
be due to the different conditions affecting the business flow which generalty #fée general vision and
perception of the company.

Additionally, the previous table presents further data analysis to show wtiethastained results are restricted
to particular basic standards or not. Surprisingly, the Kruskal-Walligasahdicates that there is a significant
difference between companies with different basic standards, with respectt@rhe barriers’ambiguous
validity of the cause and effect relationshipobese and static nature®, and”matching barriers”. This result may
be due to the fact that implementing the BSC needs to follow many isitiges and basic standards to
guarantee its success.
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Conclusion and Managerial implications

The Balanced Scorecard (BSC) tries to translate a company’s strategic direction and objectives into actionable
initiatives and measurements. Using only financial measurement is not enoughet@mrorganization. A
balanced view includes at least four perspectives: financial, customers, ibtegimagss processes, and learning
and growth; they ra linked together as part of a chain driving to the organizational outcomesoWéoy the
measures incorporated in the BSC provide a balance between the outcome measuresparfdrinance
drivers, as well as a balance between internal and external me&sures.

Despite its worldwide popularity and its recognition as a powerful manageownthte BSC is not
always implemented successfully. Although many organizations have adopted the B&E,raugpber of them
have encountered problems when trying to introduce the concept in their bif3iness.

Although the BSC can help airlines to achieve better results when compared tonmhgierformance
measurement system, there are numerous possible barriers and threats that deserdeaitterg@sefrom both
researchers and top managers.

This study contributes to the general BSC implementation literature hynitdtey critical barrierdo
implementing the BSC in airlines. In addition, the research aims at ixptbe areas with the critical measures
which are difficult to be applied and need more attention during implementiStie Moreover, the findings
of this study have practical implications. For airlines’ executives and managers, the results may be interesting
and useful for their decision-making with regard to implementing the BSC.

Based on the data analysis, in the airlines, the usage of the common measureharperfgrmance
measures perspectives during the BSC implementation indicates that theomogincmeasures found are in
the financial perspective, then with less common usage come the measures in the qestgpeetive and
learning and growth, while quite far away are the measures used in the internal business prospsstigegpe

Furthermore, the data analyzed sheds light on the most critical barriers thassamtated with
implementing the BSC in airline companies. Besides, when ranking these barrierfguihd that the most
important barriers are "common measure bias" and "obese and static nature". In dtditiesults reveal that
“ambiguous validity of the cause and effect relation$hipiers” and “general requirements barriers” have
achieved a moderated negative effect. On the contrary, the barriers "stratagit' c"cultural barriers", and
“matching barriers” are ranked as the least critical barriers associated with the implementation of the BSC.

In addition, the results send a meaningful message to airlines managemenshaditléyconcentrate on
facing the barriers associated with implanting the BSC. Top managements alsoultilize both common and
uniqgue measures to properly evaluate performance. Furthermore, airlines should havattemdion to
overcoming the obese and static nature of the BSC by modifying its meascoeding to the airlir needs.
They can avoid putting too many measures in one BSC setup. According to psychological raseadohidual
is only capable of handling around seven measures simultaneously. They also should dednetierts to
present a well designed strategy map. Moreover, comprehensive business sredgsistial to make the cause-
and effect relationship in the BSC framework effective. Besides, the generaleregis which help in
applying the BSC should be presented. There is also no serious neelihies t show their efforts in strategic
control, cultural, and matching barriers. However, managers should prepare to overcams baitiers.
Furthermore,a detailed and feasible strategic plan and well-designed strategy map are ipiteseapd a
successful BSC implementation. Finally, a competent IT system is fundamental femengihg the BSC
successfully and translating the airfin@ision into clear measurable outcomes that define success, and that are
shared throughout the airlines and with customers and stakeholders.

The results also show thdfere is significant difference between airline companies’ types and airline
companies with different gross revenue in their perception of the main baoridre implementation of the
BSC, with respect only to thestrategic control barriers”, and “general requirements”. Furthermore, using
different measuring performance methods reflects a significant differencstrinegic control barriers”,
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9% 9

”ambiguous validity of the cause and effect relationship barriers”, ”” cultural barriers”, and “matching barriers* as
obstacles during the implementation of the BSC. There is also a signifidan¢iie between companies with
different basic standardsvith respect only to the barriers “ambiguous validity of the cause and effect

9% ¢

relationship”, “obese and static nature®, and “matching barriers”.

This research provides a number of important contributions to the qpparioe measurement theory and
airlines managements. However, managers and researchers who wish to useltthénreelation to specific
strategic decisions should note several characteristics of the study that maisliapplicability. Further
research is clearly needed. For example, there may be still some other barriempbetimentation of the BSC
that have not been identified in the conceptual framework of this study. Tk&rglesfocuses only on the
perception of the airlinésop managers and does not measure the perceptions of employees regarding the
barriers to implementing the BSC. Moreover, the technique used in the currensstestyicted by the sample
size. Therefore it is recommended to enlarge the sample size in further studiasd valuable to choose other
types of airlines in order to have a more comprehensive view. Furthermore, it uiseful to examine
feedback of the airlines who have achieved success in using the BSC system as fmafofonance
management.
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