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ABSTRACT

The general objective of this study is to contribute to the understanding of the
performance evaluation methods used by large companies. As specific objectives we
have the following: to identify the methods used and the importance attributed to them;
to analyse their implementation process and the level of success given to it. The data
collection method used was a survey to the financial managers of the largest companies
in Portugal, which resulted in thirty-five valid responses. The main contributions of this
study were the associations found between the following variables: the method used and
the level of importance assigned to it; the person in charge of implementing the method
and training provided to employees; the method used and the degree of success
attributed to its implementation; the degree of resistance to change and the degree of
success in implementing the performance evaluation method.

Keywords: performance evaluation methods; sustainable management; Balanced
Scorecard; Tableau de Bord; resistance to change



1 - INTRODUCTION

The general objective of this study is to contribute to the understanding of the
performance evaluation methods used by large companies. As specific objectives, the
following were defined: to identify the methods used, and the importance attributed to
them; to analyse their implementation process and the level of success given to it.

This subject’s relevance is fundamentally justified by two factors. Firstly, because the
current line of research on sustainable management practices argues that the
performance evaluation methods are an essential management tool to ensure the
strategic objectives and the sustainable management of any organization (Chalmeta and
Palomero, 2011; Reefke and Trocchi, 2013; Zavodna, 2013; Ellangovan et al., 2014;
Priyadharshini et al., 2015; Sweis et al., 2016), which justifies undertaking new studies
on the methods used by the companies. Secondly, because the theory considers the
Balanced Scorecard as the most innovative performance evaluation method (Kaplan and
Norton, 2001; Tung et al., 2011; Modell, 2012; Nunes and Machado, 2014; Karpagam e
Suganthi, 2016), which justifies undertaking studies on the importance assigned to it,
and the degree of success of its implementation.

The universe analysed is composed by the 500 largest companies in Portugal with email
address. Considering that management accounting practices, particularly performance
measurement, are essential to support sustainable decisions (Epstein and Widener,
2011), the choice of a large company universe is justified for this study for two reasons:
firstly because it is in these organizations that a greater concern exists regarding the
quality of management accounting information (Jha and Nanda, 2013); secondly,
because larger companies have in general more technical and financial resources, which
facilitates the use of more sophisticated management accounting tools (Bremser et al.,
2014). The data were collected through surveys sent to the financial manager of the
company, which resulted in thirty-five valid responses.

2 - LITERATURE REVIEW

The current line of research on sustainable management practices considers that all
organizations have economic, social and environmental responsibilities (Chalmeta and
Palomero, 2011). Regarding the economic responsibility, Reefke and Trocchi (2013)
consider that the use of performance evaluation methods is a suitable path towards
sustainable management, because only with adequate methods are the companies able to
meet the current needs of stakeholders without compromising the satisfaction of their
future needs (Reefke and Trocchi, 2013). The performance evaluation methods aim is to
provide managers with relevant information for decision-making, as well as help them
to monitor, coordinate, control and improve the company’s activities (Elg, 2007). The
survival of an organization depends on its ability to evaluate current performance, and
identify strategies to improve it in the future (Ismail, 2007).

Initially, the performance evaluation methods were based only on financial measures,
but in recent decades new methods were created that include both financial and non-
financial measures (Ghosh and Wu, 2012; Machado and Simplicio, 2016). Managers
have declared themselves dissatisfied with the exclusive use of financial measures,
stating them to be out of date regarding decision-making as they are based on past
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events (Cinquini and Tenucci, 2010; Tung et al., 2011). Several companies choose to
use a set of financial and non-financial measures, thus providing a better performance
picture and identifying the most critical areas of the organization (Kaplan and Norton,
1992). With the use of non-financial measures, the goal is not to achieve short-term
financial goals, but a good organizational performance showing good effectiveness in
the long run (Zaman, 2004). Non-financial measures have aroused the interest of
researchers (Banker and Mashruwala, 2007), and have in recent years gained some
relevance in literature due to the dissatisfaction regarding the exclusive use of financial
measures (Said et al., 2003). Despite the importance of non-financial measures in
organizational performance, there is little empirical evidence regarding the factors
influencing their use (Evans et al., 2010). Said et al. (2003) suggest that one of the main
motivations for the use of non-financial measures is the idea that only through their use
can the company's performance be properly aligned with its strategic goals.

According to Machado and Simplicio (2016), the use of a set of financial and non-
financial measures, not arranged in a system or structure of their own, is a alternative
that cannot be confused with the use of other methods with their own theoretical
support, such as the Tableau de Bord, and the Balanced Scorecard.

Currently, great relevance is given to the Balanced Scorecard, but this approach was not
welcome in France where the Tableau de Bord has been used for at least 50 years
(Bourguignon et al., 2003; Quesado et al., 2012.) The Tableau de Bord is a strategic
measurement system, developed by engineers seeking ways to improve the performance
of the production process (Quesado et al., 2012). This tool provides managers with a set
of indicators that offers them a comprehensive and quick overview of the business
evolution, allowing a comparison with the targets previously set (Bourguignon et al.,
2003).

In the 90s, Kaplan and Norton created the Balanced Scorecard (Kaplan and Norton,
1992). This management tool is considered by Modell (2012) one of the most influential
innovations for management accounting. It was designed to implement and monitor an
organizational strategy, using an appropriate mix of financial and non-financial
measures (Biggart et al., 2010). According to Kaplan and Norton (1992; 1994), the
Balanced Scorecard aggregates a set of financial and non-financial measures, allowing
the top managers to have a broader view of the company's business, as well as
controlling its development. An essential aspect of this method is the relationship
between performance measures and strategic objectives set by top managers (Banker et
al., 2004). The Balanced Scorecard combines measures organized into four
perspectives: financial, client, internal processes, and learning and growth. The results
of each perspective will always be reflected in the financial perspective, because if a
company is successful in satisfying its customers, optimizing the internal processes, and
remaining innovative, then it will be successful in financial terms (Butler et al., 2011).
This method is based on an interconnected set of consistent measures and objectives,
incorporating a complex set of cause-effect relationships between the various measures
used in the different perspectives (Kaplan and Norton, 1996b, 1996¢). A well-
constructed Balanced Scorecard should tell the story of the company's strategy through
cause-effect relationships between performance measures and the drivers of these
performance results (Kaplan and Norton, 1996b, 1996¢).



Studies made in several countries have very diverse Balanced Scorecard utilization
rates, namely: 65% for companies in Bahrain (Juhmani, 2007); 53% for Swedish
companies in various industries (Kraus and Lind, 2010); 48% for Brazilian companies
(Amorim and Machado, 2015); 35% for the US public sector (Crabtree and DeBusk,
2008); 24% for companies rated as the best to work for in Portugal (Machado and
Simplicio, 2016); 19% for large Portuguese companies (Quesado and Rodrigues, 2009);
19% for hotels located in Portugal (Nunes and Machado, 2014); 10% for companies in
Madeira (Curado and Manica, 2010); 5% for small and medium-sized industrial
companies in Portugal (Machado, 2013). On the other hand, empirical studies on the use
of the Tableau de Bord are very scarce. Only in recent years have some studies emerged
reporting utilization rates for this method, namely: 29% for hotels located in Portugal
(Nunes and Machado, 2014); 23% for companies in Madeira (Curado and Manica,
2010); 3% for companies rated as the best to work for in Portugal (Machado and
Simplicio, 2016); 0% for Brazilian companies (Amorim and Machado, 2015).

Several authors argue that the successful implementation of a performance evaluation
method depends on several factors, including: the person in charge of the design and
implementation of the method (Kaplan and Norton, 1996a; Malhotra and Temponi,
2010; Machado, 2016); the development of training programs that allow all employees
to know the performance evaluation method’s goals (Kaplan and Norton, 2001); the
mobilization of all employees for the change process, thus minimizing implementation
problems resulting from employees resisting change (Kaplan and Norton, 2001; Spathis
and Ananiadis, 2005).

3 - RESEARCH AND METHODOLOGY ISSUES

Based on the literature review and in order to achieve the objectives proposed, we
formulated the following research questions:

Research question 1 - What are the performance evaluation method used, and what
importance do you attribute to them?

Research Question 2 - What was the performance evaluation method’s implementation
process, and what level of success was attributed to it?

The universe of this study was defined by the top 500 companies operating in Portugal
in 2014, based on the turnover disclosed. However, due to the difficulty to get in contact
with some of the companies, the universe was reduced to 351 companies.

The data collection method used was the online survey. It was sent by email to the
company’s financial manager, accompanied by a letter describing the study and
including the hyperlink to the website where the survey was housed. The questions
placed to the financial managers are focused on two themes: the performance evaluation
method used; and various information about the method’s implementation process,
namely who was responsible for its design and implementation, whether any training
was provided on the implemented method, what degree of success was attributed to the
implementation process, and how were the company's employees characterized in terms
of resistance to change.



In order to get a higher response rate, we made two mailings and received 39 responses,
4 of which were excluded because they were incomplete, which represents a response
rate of approximately 11%.

4 - RESULTS ANALYSIS AND DISCUSSION
4.1 — Importance given to the performance evaluation method used

Table 1 shows the data collected regarding the performance evaluation method used by
the companies. Only 20% of the companies use the method considered by the theory as
the most appropriate, the Balanced Scorecard. The least used method is a set of
exclusively financial measures (8%), which is considered by the theory as inadequate
for the strategic management of businesses. The collected data show that the most used
method (46%) is a set of financial and non-financial measures (mixed measures) not
structured in a Tableau de Bord or a Balanced Scorecard. The utilization rate of the
Tableau de Bord (26%) is higher than the Balanced Scorecard’s by 6 percentage points.

Table 1 - Performance evaluation method used

Performance evaluation method used Frequencies  Percentages (%)

Financial measures 3 8%

Mixed measures 16 46%
Tableau de Bord 9 26%
Balanced Scorecard 7 20%
Total 35 100%

The results allow us to conclude that although the Balanced Scorecard utilization rate is
similar to the one found in previous studies carried out in Portugal (Quesado and
Rodrigues, 2009; Nunes and Machado, 2014), the Tableau de Bord utilization rate is
much higher than the one from other studies conducted in Brazil and Portugal, namely
by Amorim and Machado (2015), and Machado and Simplicio (2016).

The importance attached by financial managers to the method used in the company was
measured using a Likert scale of five points, and the conclusion was that the answers
were centred only on the two highest points of the scale. Table 2 shows that all financial
managers consider the method used as having moderate importance (46%) or being very
important (54%).

Table 2 — Importance attributed to the method used

Importance attributed to the method Frequencies  Percentages (%)
No importance 0 0%

Little importance 0 0%
Neutral 0 0%
Moderate importance 16 46%

Very important 19 54%

Total 35 100%




Table 3 shows the association between the method used and the importance assigned to
it. Its analysis shows some heterogeneity regarding the importance attached to the
method used: most managers from companies using only financial or mixed measures
attach great importance to the method used; while most managers from the companies
using the Tableau de Bord attach less importance to the method used.

Table 3 - Performance evaluation method used and the importance attributed to it

Importance attributed to Performance evaluation method used TOTAL
the method Financial Mixed | Tableau |Balanced

measures | measures | de Bord |Scorecard
Moderate importance 0 6 7 3 16
Very important 3 10 2 4 19
TOTAL 3 16 9 7 35

In order to analyse the association between the performance evaluation methods used
and the importance attributed to it, we used the chi-square test of independence,
obtaining a value of 6.713 for a p-value of 0.096, which allows us to reject the null
hypothesis of variable independence for a 10% error. These results indicate an
association between the method used and the importance assigned to it by the financial
managers. The strength of this association may be measured by the Cramer’s V
coefficient. We obtained a value of 0.438, which in other studies is considered a strong
association (Machado, 2016). The analysis of Chart 1 shows that the use of exclusively
financial measures and mixed measures is considered proportionally more important
than the use of the Balanced Scorecard; the Tableau de Bord is the method considered
proportionally less important.

Chart 1 - Performance evaluation method used and the importance attributed to it
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4.2 - The method implementation process and its level of success

With regard to the performance evaluation method implementation process, four data
were collected from the financial managers: who was in charge of the method’s design
and implementation; was training provided on the implemented method; what degree of
success do they attribute to the implementation process; how do they characterize the
company's employees in terms of resistance to change.

Table 4 presents the data collected regarding those in charge of implementing the
method. The data show that most companies resorted to internal resources (66%). Only

in 34% of the cases an external consultant was used.

Table 4 — Person in charge of the method’s implementation

Person in charge of the method’s implementation Frequencies Percentages (%)
Internal resources 23 66%
External consultant 12 34%
Total 35 100%

Table 5 shows the data collected regarding training for the method implemented in the
company. It allows us to conclude that the majority of the managers state that training
was provided (63%). However, in 37% of the companies, the financial managers say
that no training was provided for the method implemented, which is a procedure
considered as theoretically inadequate (Kaplan and Norton, 2001).

Table 5 — Training for the method implemented

Training for the method Frequencies  Percentages (%)
Yes 22 63%
No 13 37%
Total 35 100%

The association between the two variables — who was in charge of the implementation,
and training for the method — is shown in Table 6. Its analysis allows us to observe
some heterogeneity regarding training: most companies that used external consultants
offered training to the employees; in contrast, most of the companies that resorted to
internal resources to implement the method did not make training available.

Table 6 — Person in charge of the implementation and training availability

Training for the method | Person in charge of the implementation | TOTAL

Internal resources | External consultant
Yes 11 11 22
No 12 1 13
TOTAL 23 12 35




The analysis of Chart 2 shows that training is proportionately more provided to the
employees when the method is implemented by external consultants, than when the
company uses internal resources.

Chart 2 — Person in charge of the implementation and availability of training
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In order to analyse the association between the person in charge of the implementation
and the training provided, we used the chi-square independence test obtaining a value of
6.492 for a p-value of 0.011, which allows us to reject the null hypothesis of variable
independence for a 5% error. These results indicate an association between the person in
charge of the implementation and the training provided. The strength of this association
can be measured by the Cramer's V coefficient, where we obtained a value of 0.431,
which is considered a strong association.

Regarding the degree of success of the method’s implementation, Table 7 shows the
results obtained that lead to the conclusion that none of the managers considered the
implementation as having little or no success. However, a significant percentage (23%)
chose the mid-point of the Likert scale, classified as a neutral level of success. The next
level, classified as moderate success, was chosen by the majority of the respondents
(66%). Only 11% chose the highest level of success.

Table 7 - Degree of success of the method’s implementation
Degree of success - method implementation Frequencies Percentages (%)

No success 0 0%
Little success 0 0%
Neutral 8 23%
Moderate success 23 66%
Great success 4 11%
Total 35 100%




The association between the performance evaluation method used and the degree of
success attributed to its implementation is presented in Table 8. Its analysis shows some
heterogeneity regarding the degree of success: the higher degree of success was only
chosen in companies using the simpler methods, composed solely by financial measures
or mixed measures. The implementation process for the Tableau de Bord and the
Balanced Scorecard was not considered by any financial manager as having a high
degree of success.

Table 8 - Performance evaluation method used and the degree of success of its
implementation

Degree of success - Performance evaluation method used TOTAL
method implementation Financial | Mixed | Tableau |Balanced

measures | measures | de Bord |Scorecard
Neutral 0 6 1 1 8
Moderate success 1 8 8 6 23
Great success 2 2 0 0 4
TOTAL 3 16 9 7 35

The analysis of Chart 3 shows that in most companies using the Tableau de Bord (89%)
or the Balanced Scorecard (86%) the managers attribute a moderate success to the
implementation of the method; while most companies using a method based solely on
financial measures (67%) the managers attribute great success to the method’s
implementation. These results indicate that the degree of success when implementing
the simplest methods is proportionally higher than when implementing the Tableau de
Bord and the Balanced Scorecard.

Chart 3 — The Performance evaluation method used and the degree of success of its
implementation
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In order to analyse the association between the method used and the degree of success
of its implementation, we used the chi-square independence test having obtained a value
of 15.051 for a p-value of 0.018, which allows us to reject the null hypothesis of
variable independence for a 5% error. These results indicate an association between the
method used and the success of its implementation. The strength of the association can
be measured by the Cramer's V coefficient, where we obtained a value of 0.464, which
is considered a strong association.

Finally, regarding the way financial managers characterize the company's employees in
terms of resistance to change, Table 9 shows the results obtained. None of the managers
chose the first point of the Likert scale, rated as no resistance to change. The second
point in the scale, classified as little resistance to change, was chosen by 17% of the
managers. Most managers (63%) chose the neutral point in the scale. The last two levels
of the Likert scale were chosen by 20% of the managers: those who believe there is a
moderate resistance to change (17%); and the 3% who report the existence of great
resistance to change.

Table 9 - Degree of resistance to change

Degree of resistance to change Frequencies Percentages (%)

No resistance 0 0%
Little resistance 6 17%
Neutral 22 63%
Moderate resistance 6 17%
Great resistance 1 3%
Total 35 100%

We analysed also the association between the degree of resistance to change and the
degree of success assigned to the performance evaluation method’s implementation.
Given the response dispersion along the various levels of the Likert scale, the variable
resistance to change was transformed into a categorical variable. According to Machado
(2011) categorizing a quantitative variable into two categories — higher values and lower
values — may be done using the median. Thus, the new variable resistance to change
presents two response categories: the first category includes the lower values (up to the
median); the second includes the higher values (above the median). The association
between the degree of resistance to change and the degree of success attributed to the
performance evaluation method’s implementation is shown in Table 10.

Table 10 — Degree of resistance to change and degree of success of the performance
evaluation method’s implementation

Degree of success - Degree of resistance to change TOTAL

method implementation| p to the median | Above the median

Neutral 4 4 8
Moderate success 20 3 23
Great success 4 0 4
TOTAL 28 7 35
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Its analysis shows some heterogeneity regarding the degree of success: the highest
degree of success regarding the implementation was only awarded in companies with
the lowest degree of resistance to change. In order to analyse the association between
the degree of resistance to change and the degree of success of the performance
evaluation method’s implementation, we used the chi-square independence test having
obtained a value of 6.196 for a p-value of 0.053, which allows us to reject the null
hypothesis of variable independence for a 10% error. These results indicate that there is
an association between the degree of resistance to change and the degree of success in
implementing the method. The strength of the association can be measured by the
Cramer's V coefficient, where we obtained a value of 0.421, which is considered a
strong association. The analysis of Chart 4 shows that in the majority of the companies
with a lower degree of resistance to change, the managers attribute some level of
success to the method’s implementation (86%); while in the majority of the companies
with a higher degree of resistance to change, the managers attribute a neutral level of
success to the method’s implementation (57%). These results indicate that the degree of
success in implementing the performance evaluation method is higher the lower the
degree of resistance to change.

Chart 4 — Degree of resistance to change and degree of success in implementing the
performance evaluation method

50,0% - Degree of
resistance to change
AU to the median
............ EH Above the median
eoo%— [
e ——— e
o pr— R
[ )
T 4000 = [
(=T v — N THEHHEHHRARH
= 171 43%]5=
ERREFTT: N s
------------ Ha
20,096 —_— 42 86%
L = {14 29%|
LR e e T
IMeutral IModerate success CGreat success

Degree of success - PEL umplementation

5 - CONCLUSION

This study has the following objectives: to identify the performance evaluation methods
used, and the importance attributed to them; to analyse their implementation process,
and the level of success given to it.

Regarding the first objective, the results showed the following: the Balanced Scorecard
s used in about one-fifth of the companies, which agrees with previous studies; the
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Tableau de Bord is used in more than a quarter of the companies, a rate higher than the
Balanced Scorecard’s. All financial managers consider that the method used has some
level of importance, but we found a strong and statistically significant association
between the method used and the level of importance assigned to it, more specifically in
the sense that the Tableau de Bord is the method the managers attribute less importance
to. These results allow us to conclude that the companies analyzed do not use the most
appropriate performance evaluation methods to ensure sustainable management, since
the method considered by the theory as the most appropriate, the Balanced Scorecard, is
only used by one fifth of the companies.

Regarding the performance evaluation method’s implementation process, the second
objective of this study, the data collected allow us to conclude the following: most
companies resorted to internal resources to implement the method; in most cases
training for the implemented method was provided to the employees; the majority of the
managers attributes to the implementation process a moderate level success; about one-
fifth of them considers that employees have some level of resistance to change. A strong
and statistically significant association was found between the person in charge of the
implementation and the training provided in the following sense: proportionately more
training is provided to the employees when the method is implemented by external
consultants, than when the company uses internal resources. It was also found a strong
and statistically significant association between the method used and the degree of
success attributed to its implementation in the following sense: the degree of success in
implementing the simplest methods is proportionally higher than in the implementation
of the Tableau de Bord and the Balanced Scorecard. We also found a strong and
statistically significant association between the degree of resistance to change and the
degree of success in implementing the performance evaluation method, in the following
sense: the degree of success in implementing the method is higher the lower the degree
of resistance to change.

As main limitations of this study we recognize the following: the small number of
respondent companies; the fact that the data collection method used did not allow the
clarification of doubts regarding the questions asked. However, we consider that this
study offers five contributions. The first is the fact that we found, in large companies, a
utilization rate of the Tableau de Bord higher than the Balanced Scorecard’s. The
remaining four contributions result from the fact that we found associations, never
previously studied, between the following variables: the method used and the level of
importance assigned to it; the person in charge of implementing the method and the
training provided to the employees; the method used and the degree of success
attributed to its implementation; the degree of resistance to change and the degree of
success of the method’s implementation.

For future research, we suggest new studies analysing the apparent paradox between the
high Tableau de Bord utilization rate and the fact that the financial managers consider it
the least important method. We also suggest the replication of this study in other
companies, so that the associations found can be generalized.
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