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Introduction

The paper is an outcome of the research, which &nfgd out if
employees feel motivated by their balanced scodscdrhe research was
conducted in the Czech local branch of the big imatfional company. In
order for the balanced scorecard being efficiengnagers and other
employees need to feel motivated by the indivighaats of the scorecard.
For the multinational companies this might be @wés since the strategic
goals as well as measures related to global resudfist be too far away
from the local businesses and local employees.

Balanced scorecard was first described by KaplahNorton (1992).
Since that, balanced scorecard had developed ta@elywused way of
performance measurement. The role of balanced cawrés not only to
combine the traditional financial measures with -fioancial measures,
but also to form a basic framework for an efficistrategic management.

The research was conducted as a survey, which trigackle the
relationships among the specific parts of the l@drscorecard and the
employee motivation. This might help company to mare attention to
such measures, which motivate employees the most.

The theoretical foundation related to the measun¢rné the work
effort is known as an asymmetric information proflen particular the
principal-agent model. Principal in this context iee owner (or
employer) and the agent is the manager (or empjoyeiéort of the
managers is not observable in the real life, soava/nan only observe the
financial results and other indicators. Owners wemivate the employees
by making their remuneration dependable on theouarmeasures, which
form parts of the balanced scorecard.
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Theoreticalbackground—employee/employerelationship

Nowadays the vast majority of the bigger compariese split
ownership from the management. Owners (or in theraaCcoOnomic terms
the principals) delegate responsibilities and auties for the managing
the company to the managers (or agents). Thistsitugs described by
theory as asymmetric information and principal-agandel. This model
describes the behavioral drivers behind the managemecisions and
motivation. According to the Mankiw and Taylor (Z)1 the same
applies to the employment relationship. Employerthe principal,
employee is the agent.

There is one party on each side of the marketarthkoretical model:
principal, who is proposing the contract, and ageio is accepting (or
not accepting) the contract. If the contract isepted, agent must behave
in line with the conditions of the contract. Ageasttypically the party
with more (or asymmetric) information. In fact, sated by Bichler —
Butler (2007), agent is not only choosing if to eqgicthe contract or not,
but he also chooses if to work or shirk. Agent seexfind an optimal
contract for each possible effort levels.

Based on the theory, there are two basic situaticriated to
asymmetric information. In the first model, behavad the agent has a
direct influence on principal, however the prin¢iggannot monitor
agent's behavior directly. Principal has to relyyoon results of agent’s
behavior. Typical example is the agent’s effortd@iver his results. This
model is called “hidden action” or “moral hazard3econd model
describes the situation, where agent has moretprivdormation even
before he signs the contract with principal. Thase “hidden types” and
typical examples are management skills and sirndanpetencies.

In reality, modern companies are owned by many Isioahers
(typically owners of the shares). Those owners haseally limited
knowledge of the particular business. Additionakynce owning only
small part of the company, they are not interettezpend time and effort
running the company. They hire a company managetoemnin it. In the
simple example let us consider the situation, wiieeee is one owner and
one manager. Manager can decide if he would a¢beptontract. If yes,
then he decides how much effort he would put if® tunning of the
company. More effort he makes, bigger the compapyit is. Effort
represents time and energy together with variouls gkt into the job.
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In other words, manager is working in his interest, in the interest
of the owner. Manager is working in the owner’'senest only in case
there are incentives which lead him to such belmavie practical
implementation, this would be bonuses dependenh@®rompany profit,
stock value, cash flows, stock options and othEmss is what the balance
scorecard is aiming at.

In contrary to the standard microeconomics moaelyhich there are
no private information, existence of moral hazarctausing the market
inefficiency. While in the standard microeconomiodel we can see the
manager as any other input (like capital or labamh clear existence of
the asymmetric information, the manager becomeniguea input. It is
not enough to pay for this input the fixed ratéaaghe capital or working
labor. The productivity of the manager would dep@mdthe payment
scheme.

There are many management theories. They do nah fany
comprehensive stream, they had been developingamdiently. They are
influenced by the neoclassical economy. Howevey i@ not consider
the company to be a lifeless object. They take i& group of the various
subjects. It is acknowledged that owners would méze their profits
(dividends), while managers can have different go8bme examples of
the management models are: Baumol's, Williamsor8gjtovsky’s,
Marris's. Bearing in mind the limitation of this par, | cannot go into
further details of those models.

Additionally, there are many behavioral theoriedsoAin those
models we can see the influence of the neoclassieaty, namely in the
maximization of the certain values of the indivitudn contrary to the
standard models, subjects interact in the comgtcabcial environment
and uncertainty. Those theories are taking into #Hezount the
organizational structure of the companies. Targiies are influenced by
the various company stakeholders. Major stakehsld@e owners,
managers, employees, customers, government, etc.

Economic theory describes the various types of vabtn of the
managers. They would maximize their own profit,ittoevn utility, their
own salary and remuneration. Motivation of the ngmna as well as the
employees is driven by the remuneration schemesie@nare trying to
find such scheme that would motivate managers gol@rees to the
highest possible performance. The most commonly sebeme is the
balanced scorecard.
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Balanced scorecard exists over 20 years. Its aeare Kaplan and
Norton, who had written many articles (Kaplan — fdar 1992, 1993,
19964, 2000, 2004a, 2005, 2008a), (Kaplan, 200802&s well as books
(Kaplan — Norton, 1996b, 2001, 2004b, 2006, 2008b).

Additionally, there are also very valuable litenat reviews related to
balancescorecardior examplgParanjape — Rossiterand — Pantano, 2006),
or more recent one (Saraiva 2011). Comprehendiature review can
be also found in (PeteraWagner, — Mensik, 2012). And finally, there are
also several review articles (Neely — Kennerleydams 2007), (Taticchi
— Tonelli — Cagnazzo, 2010) or (Taticchi — Balaaranand — Tonelli,
2012) related to performance measurement and ledasoorecard.

Research in the multinational company

The overall goal of the research was to find outvhare the
employees, including higher management, motivatethé specific parts
of the balance scorecard.

In the researched company the balanced scorecappiged to vast
majority of the office staff. Employees excludee #ne direct sales staff
and staff on the special service agreements. Taeesard is split into
several parts. This is in line with the view of NeeGregory and Platts
(1995), where they see the balance scorecard ataddayers — layer of
individual performance measures, layer of perforreameasures as well
as its relationship to the environment in whichojierates. Relation
between business strategy and managers motivatialso examined by
Tayler (2010).

First part of the balanced scorecard is commonafbremployees
under the scorecard scheme. The same scorecal msuapplied to the
whole multinational company globally, across alé tgeographical or
business boundaries.

The common part consists of several indicators,imgnmto be
balanced, supporting growth, discipline, operatioeacellence and
environmentally sound performance.

As far as financials are concerned, they contribytet5% and are
represented by Operational Cash flow and Total éftedder Return
(TSR). Operational cash flow results reflect movetsein prices and
margins as well as underlying operational perforcea SR is a measure
that combines changes in the share price with ik&lehds, and is
regarded as the total financial return to the owafeshares. This measure
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had been questioned as well, as the stock marketa so unpredictable.
On the other hand TSR reflects all the publicly\wnanformation about
the company. That includes financial numbers, bst dhe effects of
important news and events, which are mirrored | share price. As
such, TSR becomes the simplest and most importeftéction of

performance for investors to judge the company Tye share price
reflects the value that investors believe refleximpany’s capability to
create future returns such as earnings, cash fland, its dividend
payments. In this context, what plays a crucialeréé investors’

confidence in company’s ability to keep performintgp the future. When
we move from the short-term of volatile share witken, over longer
periods, TSR does reflect a company's underlyingarfcial and

competitive performance.

The remaining part of the common scorecard considgtsthe
Operational excellence measures as well as theoemuental related
measures. Operational excellence measures focushendrivers of
business performance that have an impact on hovpaoynis viewed and
are directly affected by how well people do theing. On the other hand
performance related to environment is a key onetlier sustainable
development. More than ever before, investors amecerned about
responsibility to safety, social and environmeptifformances.

Thesecondartof thescorecards basedntheindividual performance
of each employee. At the beginning of the year eaoployee is given
the set of goals to deliver. Those goals are airttecbe concrete,
measurable and achievable. In certain cases, thle geeds to be flexible
and should include possibility to deviate if thecamstances changes.
The goals set should reflect the most importanisgadnich are in line
with the overall company’'s philosophy. The mosttical part of the
scorecard is the measurement of the individualsydalivery. Many of
the goals cannot be expressed in the monetary téfhey need to be
measured by another individuals, line managersigiteh management.
This brings subjective view into the equation. Bngral, this subjective
view is widely accepted if it respects the samegtibr each employee. In
theresearchedompanygachemployee izalued by his line manager with
the coefficient between 0 and 2. On average, wideim of employees
performance should be valued as 1. Line managenlis proposing the
valueof thismeasurefinal approvais givenbythenext level management.
This is to ensure that the various teams are etemlum a consistent
manner. Additionally same approach is taken acalbsmanagement
levels, all businesses as well as all geographaraitories. Final factor
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for each employee serves as a multiple of percertéithe current salary.
The percentage of the salary is known in advansenat changing
frequently and is taking into account the local keaiconditions.

In addition to the more general goalemeof the employees are given
so called KPIs (key performance indicators). Thasge measures, which
are easily calculated, are produced mostly on niptidsis and form the
part of the overall individual performance factexample of a KPI for
finance employee would be provisioficertainreport on time on working
day 6. Those KPIs are typically used for the lowesitions. Middle or
higher management rarely have those detailed K3ig@ed to them.

Additionally, as part of the stakeholder managemeompany is
using so called People survey to identify the &attson of the employees
with the management, with the local operations a as with the global
company and global management.

Empirical findings

Research was conducted in the local branch of ignenioltinational
company. Local branch has around 106 employeesr Aé&duction of the
employees who are not on the standard balancedcsrdrscheme (direct
sales staff, staff on maternity, etc.) | was leittw60 employees being on
balance scorecard. The research was conductecheigurvey. | have
received the replies from 34 respondents, whichieaghe respond rate
of 57%.

| have deliberately selected the timing of my reslean the period,
which is right after the announcement of the badnscorecard results.
This ensures people have it fresh in their mindd are in a better
position to evaluate their feelings around motwadi

The survey consists of 18 questions divided in® $hmajor parts.
The first part related to global scorecard finahai@asures, the second
part related to global scorecard environment rdlateasures, the third
part related to individual performance measures folirth part related to
individual motivation and the last part relatedstakeholder management
— company own people survey.

The responses had been valued separately for ssspended groups
— women, men, and high management. Women formed 86%ll
respondents, men 65%. Higher management formed &#dsincluded
both women and men.

121



Janasova, BMotivation of Czech Employees by the Balanced $aode
of the Multinational Company — an Empirical Study.

Results related to the group scorecard shows hieatdst majority of
respondents (65%) do not feel motivated by the mrdimancial
indicators, such as total shareholder value anddka flow. However, at
the same time, the majority of respondents woultl ltke to take out
those indicators of the overall balanced scorecardiact only 15 %
would exclude them from the scorecard. Majorityimng to understand
the importance of those measures for the group ashale. The
interesting is the division of the answers betwexm and women. While
men are very clear on the position to leave theigriadications in the
scorecard, women are more neutral in this opinidigher management
answers are in line with the men section, despiefact, that there are
25% of women in the higher management. It is wadhnotice, that
women have more aligned answers among themselvegared to men,
where the standard deviation is higher, especiahgn it comes to the
opinion, if to include the group financial scoretam the overall package
or not. The detailed results of this section a@ashin the Tab.1.

Tab. 1: Motivation by the Group financial scorecard indicators
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

High
Men Women 9
management
Group score card:
Total shareholder Me Me Std. Me Me Std. Me Me Std.
dia | De dia | De dia | De
value and Cash flow| an an an
n \ n Y n Y

from operations:

| don't feel motivated
by those measures,
agree to include them
in the scorecard singe2.3 | 2.0| 1.1 2.6 2.0 OJf 21 20 Q.6
they are important
for the Group as a
whole

| don't feel motivated
by the above
measures and |
would suggest to
exclude them from
the overall scorecarg

39| 40| 1.1) 3. 3.0 1o 39 40 12

Source: own research and analysis
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Similar outcome of the research is visible as farthe Group
environmental indicators are concerned. Majorit3% or people are not
motivated by those indicators. At the same timelyobh3 % of
respondents would exclude safety and environmestated indicators
from the overall scorecard. People appreciate thednof safety and
environment related indicators as part of theirralescorecards, this is
visible especially among the answers from the highanagers, where
the median is at full disagreement of exclusiommilgght be a surprise to
some of us, that the overall motivation by safety anvironmental
indications is higher than motivation by financiatlicators. People do
care about the environment and safety. Detaile®fésponses are visible
in the Tab.2.

Tab. 2: Motivation by the Group environmental scorecard indcators
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

High
Men Women 9
management
Group score card:
Safety and Me Me Std. Me Me Std. Me Me Std.
; dia | De dia | De dia | De
environment related | an an an
n \ n Y n Y
measures

| don't feel motivated
by the above
measures, | agree to
include theminthe | 2.7 3.0 1.3[ 22 2.0 0p 29 30 (8
scorecard since they
are important for the
Group as a whole

| don't feel motivated
by the above
measures and |
would suggest to
exclude them from
the overall scorecarg

40| 40| 10 3.6 40 18 43 50 14

Source: own research and analysis

At the moment, the portion of the Group score cadicators to
individual scorecard indicators is 1:1. Majority @spondents is neutral
to this decision or would reduce the portion of Gr@up scorecard.

123



Janasova, BMotivation of Czech Employees by the Balanced $aode
of the Multinational Company — an Empirical Study.

Also, higher motivation can be achieved if the scard is connected
to the results of the local operation, rather ®®@roup as a whole. This is
strong opinion of the high management as well asntlen’s part of the
research. In contrary, women are more or less aletdrthis statement.
See the results in the Tab. 3.

Tab. 3: Motivation by the Group scorecard indicators genera
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

Men Women High
management
Me Me | Std. Me Me | Std. Me Me | Std.
Comments to Group dia | De dia | De dia | De
an an an
scorecard part n| v n| v n| v

| would suggest to
reduce the weight of
the Group score card
part and increase the
weight of the
individual score part

3.0 3.0 0.7 29 3.0 1 255 30 048

14

| would feel more
motivated if the
scorecard is based gdn
the business | work
for, or on the Operat
ing unit I work in

20| 20| 09 26 3.0 08B 19 20 346

Source: own research and analysis

As long as the individual scorecard is concernédp &f people do
feel motivated by this, 14% is neutral and only &#m they do not feel
motivated by an individual appraisal. The answees a@nsistent across
all categories of respondents, including men, womamd high
management. Again, women have higher standard to@yiameaning
their answers do vary more when compared to mares.o

The other question is if the goals set to individuaflect the quality
of the work and more importantly and effort. Vashjamity of all
respondent thinks they are not. This is in linehwihe theoretical
assumption that is it extremely difficult to obserthe effort in the
employee versus employer relationship.
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Whenit comedotheissuethatthe individual scorecards are dependent
on the subjective appraisal of the line manageostmof the people do not
consider thigs a de-motivating factor. Men are mostly neutwalnen do
not mind the subjective valuation at &lap between meandwomen was
the biggest when compared to the other answelseirsirvey. This is in
linewith the fact that women tend to be more emotional coatpto men.

Tab. 4: Motivation by the Individual scorecard measures
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

Men Women High
management
Me | Std. Me | Std. Me | Std.
Me dia | De Me dia | De Me dia | De
. an an an
Individual scorecard n \ n Y n Y

| feel motivated by
individual scorecard| 2.0| 20| 0.7f 19 1% 18 1)8 20 (.7
measures

| feel motivated by
my detailed KPIs or
individual tasks in
my goal plan,
however they do not
reflect the overall
guality of my work
and effort

25| 20| 1.1} 20 20 Of 24 20 Q9

| am not motivated
by individual score-
card results as they
are too dependent o
the subjective view
of my line manager

3.2 30| 1.1 34 40 1p 29 30 048

—

| am not motivated
by individual score-
card results due to
the fact that my goals 3.7 | 4.0/ 1.00 3.5 4.0 1p 34 40 13
are changing during
the year and its
difficult to prioritize

Source: own research and analysis
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Last question in this section is trying to evalyé#téne goals and tasks
are changing during the year, so it is difficult $et up the proper
priorities. The answers are aligned and suggedtiag the goals are in
fact relatively stable during the year. For someegtions this might not
be the case, as suggested by higher standard idaviAhswers do not
differ dramatically when it comes to men, womerhigher management.
For the individual scorecard results, please sed #i.4.

There are many other motivating factors, which @oé part of the
balance scorecard. Some of them had been evalaateplart of the
research and are shown in the Tab.5.

Tab. 5: Motivation outside the balance scorecard
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

Men Women High
management
Me Me | Std. Me Me | Std. Me Me | Std.
Motivation outside dia | De dia | De dia | De
an an an
the balance scorecald n \ n Y n Y

Hearing "thank you"
from my manager 15| 20| 05 19 10 14 1 20 045

(personally)

Being appreciated in

20| 20| 1.1} 34 40 14 21 20 10
front of my team

Special financial
reward, e.g. for a 13| 10| 06/ 1.3 1.0 o 1)1 10 Q4

delivered project

Recognition / award
as part of the
competition of the
teams

21| 20| 1.1} 23 20 18 200 20 (@5

Source: own research and analysis

The highest priority has the financial award. 94#4he respondents
do feel motivated by this, remaining 6% is neutdto, the alignment is
very high (low standard deviations) across all oeslent groups.

Additionally, very powerful motivating factor is &imple word
appreciation from the manager. Saying thank you oothing and it is
apparently motivating 94% of the respondents. Ogrlypaining 6% say
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they are not motivated. Although women mostly amsdethey are
motivated, their standard deviation is higher, Beirt answers are less
consistent than those from men.

Appreciation in from of the team can be very tricky far as the
motivation is concerned. Women do not like thiglatThis is in contrary
to men, where majority feels motivated by such egpiation. Also,
people in higher management would be motivateduboi sippraisal.

Award received as part of the team’s competitioalgd motivating
for all respondents groups, however such motivasdass powerful then
the individual award.

Other motivating factors had been identified by poEslents
individually, to name a few, people feel motivatdady career
opportunities, by training possibilities, by busisetravel to desired
destinations or by additional education options.

Last question related to the yearly employee surVéys survey is
executed as part of the stakeholder management pamddes the
managers and the owners with the view of the engasyResponse rate
to this survey is constantly high. Also my reseanctlicates that the
people consider this survey as useful source afrimétion for the top
management. Men are even more positive compareglotoen. More
details are on Tab.6.

Tab. 6: Yearly employee survey
(scale (1) — fully agree, ... (3) — neutral, ...(5)fully disagree)

Men Women High
management
Me | Std. Me | Std. Me | Std.
Me dia | De Me dia | De Me dia | De
an an an
Employee Survey n| v n | v n | v

| believe that People
Survey is very good
source of informatiorn
for the top 17| 20| 0.8 25 2% 1p 20 20 11
management (1) / isja
waste of time for
everybody (5)

Source: own research and analysis
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Conclusion

The examined multinational company uses the bathacerecard, which
is based on the global measures as well as omtheidual measures.
Global measures are split into the financial mess\ftotal shareholder
return and operating cash flow) and non-financialeasures
(environmental related measures).

Results of the research confirmed, that the mgjafitemployees do not
feel motivated by global financial results of thboke group. However, at
the same time, they understand the importanceasietiimeasures for the
company as a whole and do feel it is appropriateedwe those global
measures in the scorecard.

Slightly better situation is with motivation reldteto the global

environmental measures, where approximately hatlh@efrespondents do
not feel motivated by the environmental related sness. Vast majority

of respondents supports the idea to leave thoseoaemental related

indicators within their scorecard. This opiniorthe strongest among the
higher management. One of the interesting outcoohdhkis research is

that people do care about the environment andysafere than about
global financial results as far as the balancedesaod is concerned.

Company decided to use the same weight for thepgsocarecard as well
as for the individual scorecard. Majority of resgents is neutral to this
decision or would reduce the portion of the growprecard. Higher

management as well as men groups would appretiatscbrecard to be
connected to the local rather than global resMitemen are neutral to
this. It is acknowledged that there are advantagek disadvantages to
both approaches.

As far as the individual scorecard is concernedp &) respondents feel
motivated by this measure. The answers are consisdeross all
categories of respondents, including men, womerhagtdmanagement.

There is also a strong agreement on the fact, that individual
measurable goals set to employees might not reftectquality of the
work and more importantly and effort. This is indiwith the theoretical
assumption that is it extremely difficult to obserthe effort in the
employee versus employer relationship.

The above can be compensated by the individuakstiog appraisal of
the line manager. It was confirmed by the reseahat,subjectivity of the
appraisal process is widely accepted and most efpople do not
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consider this as a de-motivating factor. Men aresttganeutral; women
do not mind the subjective valuation at all.

It was confirmed by the survey, that the goalsteehe individuals are
relatively stable during the year. This helps tocantrate on the proper
priorities and makes the overall appraisal prooesse straightforward.

It is worth to notice, that there are many othettivating factors, which
are not part of the balanced scorecard. 94% ofdblpondents would be
motivated by hearing thank you from their line mgeraduring their one
to one discussion. This powerful motivation cost ttompany nothing.
Interestingly, appreciation in front of the teanm ¢z very tricky as far as
the motivation is concerned. Women do not like thisall. This is in
contrary to men and higher management, where majeels motivated
by such appreciation.

Company is interested in employee opinion and auygarly survey as
part of the stakeholder management. Response oathig survey is
constantly high. Also my research indicates thabppe consider this
survey as useful source of information for the nognagement.

The balanced scorecard is applied very consistentiye investigated
company over the last 10 years. Also my researcifirozs that the
employees would not like to change this approaemadtically. Perhaps
the weight of the group related measures couldlightly reduced and
more attention could be paid to the results ofldleal operations.
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ABSTRACT

The aim of this paper is to review if the implermezhbalanced scorecard
is an efficient way to motivate people and increths#r work effort. The
empirical research had been conducted in one obitpenultinational
companies. Balanced scorecards for such compar@esanly driven by
global, strategic measures. It is questionablemployees of the Czech
local branch are interested and motivated by tbhbajlresults. Perhaps, it
would make more sense to put emphasis on the dwdviperformance
measures in this case. Such questions and answerpaat of the
empirical study conducted for this paper.
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