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TO FIND OUT IF BALANCED SCORECARDS ARE USEFUL IN THE RETAIL AREA, WE

EXAMINED MANAGERS' PERCEPTIONS OF QUALITY AND SATISFACTION WITH THEIR

SCORECARD SYSTEM AT SUCH A COMPANY. TWO UNIQUE FEATURES OF THIS STUDY ARE A

LOOK AT HOW THESE PERCEPTIONS DIFFER ACROSS MANAGEMENT LEVELS AND A

COMPARISON OF HOW THESE PERCEPTIONS ARE RELATED TO THE SYSTEM'S SCORES AND

ACTUAL FINANCIAL RESULTS.

o be successful in a competitive environ-

ment, organizations must pursue and exe-

cute strategies consistent with their mission.

Management needs to align its goals and

objectives with those of the organization to
execute strategies effectively. With this alignment,
managers are motivated to attain higher levels of indi-
vidual performance. Using a balanced scorecard (BSC)
system is an integral component in these alignment
efforts. It is also necessary for the company’s results to
improve with the use of the BSC, and, in the case of a
profit-seeking firm, the BSC should be associated with
improved financial performance. Understanding man-

agers’ perceptions and attitudes toward the BSC is an

important contribution to the literature.

Our study expands and further develops the empiri-
cal performance measurement literature by examining
managers’ attitudes toward the BSC and their percep-
tions of its usefulness. We also examine the association
of the scores with both managerial attitudes and finan-
cial performance. Our results are of particular interest
because respondents’ perceptions and attitudes regarding
the BSC differ across management levels, managerial
satisfaction is associated with higher scores, and these
higher scores are associated with higher levels of finan-
cial performance. Our results also indicate that upper-
level managers perceive greater improvement in

individual, store, and company performance, while unit-
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level managers perceive higher levels of functionality in
areas such as accuracy and reliability.

Since Robert S. Kaplan and David P. Norton’s semi-
nal article (““The Balanced Scorecard—Measures that
Drive Performance,” Harvard Business Review, January/
February 1992), BSCs have been at the forefront of pro-
fessional management accounting innovations. 'Two
related offshoots of the BSC are strategic performance
measurement systems and key performance indicator
(KPI) systems that incorporate nonfinancial and finan-
cial measures linked to organizational strategy. T'here-
fore, other studies that report the impacts of these
systems are referenced as BSCs in this study.

A key innovation of BSCs is multiple, strategically
linked measures that improve business performance, as
opposed to traditional systems that focus primarily on
financial metrics. Combining nonfinancial (nontradi-
tional) and financial (traditional) measures enables a
company to evaluate performance and, theoretically,
improve employee/manager satisfaction, production
efficiency, customer satisfaction, and, ultimately, long-
term financial performance.

Prior literature suggests that for a BSC to produce
optimal performance, a number of factors must be part
of the system. Our study focuses on two factors: infor-
mation usefulness and managers’ support of the system.
Employees must feel that the system provides useful
information. Theresa Libby, Steven Salterio, and Alan
Webb found that improving the perceived quality of
performance measures increased managers’ reliance on
those measures.! If managers perceive that measures
lack quality, their attitudes toward the system and sup-
port for its use is negatively affected, and they will not
incorporate the information into their decision making.?
Consequently, the organization will not obtain the ben-
efits expected from the BSC.

Our study examined whether the characteristics of a
BSC do indeed impact managers’ attitudes, organization-
al functioning, and financial performance. We adminis-
tered an Internet-based survey to store-, district-, and
regional-level managers of Wildcat, Inc., a retailer.3
Wildcat’s management was highly supportive of this
project, as reflected in the survey’s participation rate of
more than 72%. Specifically, we used the survey

responses to assess managers’ attitudes toward the BSC,
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its benefits, and the impact it has on the organization.
We found that Wildcat’s managers perceive that the
BSC is generally beneficial, and they report a positive
attitude toward it. In addition, managers report favor-
able perceptions for most BSC characteristics and func-
tionality. We also found that positive managerial
attitudes toward the BSC are associated with higher
BSC scores, which in turn are associated with higher
financial performance. Further, our results suggest that
many perceptions differ across management levels. One
area in which managers do not perceive improvement,
however, is the area of timeliness. We anticipate this
finding in the case of a retailer whose traditional finan-
cial metric at the operating management level is actual
sales relative to budgeted sales (sales-to-plan). Unlike
traditional financial profit measures, which are delayed
until the end of the reporting period, sales-to-plan infor-
mation is available virtually on demand by the manager.
The remainder of the article contains five sections.
First, we describe the company involved in the study
and the characteristics of its BSC. Second, we discuss
relevant research along with testable hypotheses and
exploratory research questions. Third, we employ a
detailed research methodology. Fourth, we present the
results of the empirical analyses and, fifth, a discussion

of this study’s implications and conclusions.

INSTITUTIONAL SETTING

Wildcat, Inc., a national merchandising company, sells a
specific type of tangible property as its primary business
and operates food and beverage services with a limited
menu. The company is one of a small number of mer-
chandising companies that control a large portion of this
product’s retail market. Wildcat has little pricing power,
however, because its suppliers hold an effective monop-
oly with respect to the product and there is intense
competition between the leading companies, general
retailers that carry identical products, and Internet
retailers.* In addition to these large retailers, smaller
retailers offering the same product have organized a
very active trade group. This competition causes Wild-
cat’s suppliers to be unwilling to compensate larger
retailers, such as Wildcat, for their economies of scale.
"T'his combination of factors places Wildcat in a difficult

position for improving gross margin as its sales prices
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and cost-of-goods-sold percentage are relatively fixed.
As a result, the company pursues two primary means of
improving profit: increasing sales volume and control-
ling costs (inventory control and in-store expenses). Of
the in-store expenses, labor is the most controllable.5

Prior to its BSC implementation, Wildcat added per-
formance measures as it needed to solve a particular
problem or issue, which led to a performance measure-
ment system that was neither concise nor well struc-
tured. Throughout these changes, top management
focused on two critical-success factors: actual sales rela-
tive to budgeted sales (sales-to-plan variance) and
inventory management. Company management contin-
ues to debate the relative importance of these two fac-
tors, both of which are included in the current BSC.

Wildcat initiated its BSC project in the mid-1990s.6
"T'his implementation coincided with a period of rapid
growth in the company and the centralization of manage-
ment control. The BSC was Wildcat’s first coordinated
performance measurement effort and in many ways was
an attempt to build a framework for prioritizing its
existing financial and nonfinancial measures. Ultimately,
the system represents an attempt to control and com-
pare the results of management at the store, district,
and regional levels.

Wildcat’s BSC currently consists of measures that
evaluate store performance. The measures for relevant
stores are then aggregated to assess the performance of
district and regional managers. Wildcat’s choice of mea-
sures reflects upper management’s desire to promote its
annual goals even though Wildcat’s culture incents
managers to primarily focus on one measure—sales-to-
plan. To communicate about performance on its mea-
sures, the company issues a monthly report to
managers. T’he measures included in the performance
system are:

1. Sales-to-plan (a comparison of actual sales to budget-
ed sales);

. A customer service evaluation;

. Payroll percentage;

. Shrinkage7;

. A company-specific measure of store efficiency in

U R N

areas such as supply chain management, communica-
tions, and service;

6. In-store audits;
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7. A measure of the efficiency in special programs, such
as special orders for customers and food service oper-
ations; and

8. Position-specific measures.8
As mentioned earlier, sales growth and inventory

management are Wildcat’s primary critical-success fac-

tors. As one strategy for increasing sales growth is
through improved customer service, Wildcat has sur-
veyed customers regarding the value of customer ser-
vice. The results, however, are ambiguous as to
whether higher levels of service are a cost-effective
means of increasing sales. This type of customer service
is distinguished from special orders for customers
because such orders do not have to be discounted and
are at full retail with the full gross profit margin. There-
fore, Wildcat encourages special orders, which have an
important place in its scorecard.

With regard to inventory management, Wildcat’s
management knows that the physical organization of
inventory (choice of slotting) can have a significant
effect on a store’s success. Therefore, most decisions
regarding the stock individual stores carry are made on
a centralized basis, including slotting arrangements, so a
store manager’s only merchandising control is over
his/her compliance with instructions from corporate
headquarters.

Wildcat’s management is concerned with issues relat-
ed to performance measurement weighting. Specifically,
a fixed weighting system allows for “gaming,” but a sys-
tem that allows subjective weighting can, in reality,
degenerate into one plagued with favoritism. There-
fore, to avoid the problems associated with subjectivity,
Wildcat has focused on using fixed weights. As the sys-
tem has evolved, top management has adjusted the
weight assigned to various components of the BSC to
reflect changes in priorities and influence store-level
decisions.

Written comments from store managers reflect two
primary limitations of Wildcat’s scorecard. First, man-
agers say the reports are often too late for them to take
corrective action. Second, store managers have little or
no input into the budgeted sales forecast. As a result,
they say they often feel that this part of the perfor-

mance evaluation is out of their control.”

FALL 2010, VOL. 12, NO. 1



HYPOTHESES DEVELOPMENT AND RESEARCH

QUESTIONS

Attitude
Many opinions exist regarding the best measure to use
for determining the successful implementation of a
management innovation, as noted by Annie
McGowan.19 Michael Schultz and Randall Ginzberg
noted that in cases where users do not have a favor-
able attitude toward a system, they are not likely to
support it.1! In regard to BSC research, Mary Malina
and Frank Selto found that managers react positively
to a BSC when the measures are properly aligned, the
linkages in the reward system are visible, and the
system provides guidance for improvement.' Stan
Davis and Thomas Albright found that BSC usage
resulted in higher levels of strategic-business-unit
performance.!3 Henry Lucas stated that “one expects
poor user attitudes to result from such low-quality
systems...the model or system must be of sufficient
quality to facilitate the development of favorable atti-
tudes.” !4 Based on this prior research, we hypothesize
that managers in this study will have a favorable atti-
tude toward the BSC.

Hypothesis 1: Managers report favorable attitudes
about the BSC.

BSC Benefits
Prior to balanced scorecards, research studying activity-
based costing (ABC) supported the idea that informa-
tion, which is perceived as providing benefits to an
organization, is factored into managers’ decisions, as
noted by Mike Shields.!> The benefits of BSC informa-
tion can be perceived differently along a number of
dimensions. Robert Kaplan and David Norton noted
that, to be truly beneficial, the BSC must clearly com-
municate an understandable strategy to employees.!0
Our study examines the following benefits expected
from the BSC: (a) increase in managers’ understanding
of how to achieve organizational strategy, (b) impact on
job performance, and (¢) improvement in financial per-
formance.

Hypothesis 2(a - ¢): Managers report favorable percep-
tions about the benefits (as defined by (a) through (c)
above) derived from the BSC.

MANAGEMENT ACCOUNTING QUARTERLY

Financial Performance
T'he BSC’s ultimate goal is to improve firm perfor-
mance. Our study investigates the association between
the BSC scores and financial performance as well as the
association between managerial attitudes and the BSC
scores. We expect that higher BSC scores will be associ-
ated with a higher level of managerial satisfaction with
the BSC and higher levels of financial performance.
Hypothesis 3: Managers’ reported level of satisfaction
with the BSC is positively associated with higher BSC
scores.
Hypothesis 4: Financial performance is positively

associated with higher BSC scores.

Organizational Benefits
Annie McGowan tested other benefits in addition to
improved attitudes that can be expected from ABC
implementation.!” To extend her research into a BSC
environment, we modified her list of potential benefits
so that it was consistent with BSC usage. Thus, we
chose 12 measures to test the validity of BSCs in a vari-
ety of different areas. The measures are:

1. Communication across functions,
. Communications between managers and employees,
. Teamwork,
. Goal alignment,
. Fairness of individual performance evaluation,
. Fairness of organization performance evaluation,

. Decision quality,

[N B N L I AN

. Job satisfaction,

9. Employee performance,
10. Business performance,
11. Shareholder value, and
12. Overall focus on goals of my store.

T'hese contentions lead to research questions la

through 11
Research Questions 1(a - I): How do managers per-

ceive the organizational benefits of the BSC?

Information Characteristics

For information to impact decision making, managers
must perceive that the information is useful. According
to David Otley, “Management control systems provide
information that is intended to be useful to managers in

performing their jobs and to assist organizations in

FALL 2010, VOL. 12, NO. 1



maintaining viable patterns of behavior.”!8 Chris Ittner
and David Larcker discussed concerns that traditional
measures are too “backward-looking,” provide “little
information on root causes or solutions to problems,”
and are “too aggregated and summarized to guide man-
agerial action.” !9 Furthermore, Chris Ittner, David
Larcker, and Marshall Meyer contend that increased
emphasis should be placed on measures in the BSC
that are “more reliable.”20 Rajiv Banker, Gordon Potter,
and Dhinu Srinivasan’s research suggests that BSCs
provide value-added incremental information and sup-
port the contention that BSCs possess higher levels of
the noted information characteristics.?!

Conversely, Mark Frigo and Kip Krumwiede collected
prior cross-sectional survey data and reported that man-
agers perceive nonfinancial measures to be of lower
quality than financial measures.22 In addition, the
nature of Wildcat’s previous measure, sales-to-plan,
potentially makes the use of other measures appear less
timely. Anecdotal evidence from discussions with man-
agement indicates that it is common during peak sales
periods for some managers to monitor sales-to-plan on
an hourly basis. Thus, any BSC system that operates
using a mixture of evaluation measures is likely to be
perceived as less timely.

To examine managers’ perceptions, our study incor-
porates the five information characteristics Annie
McGowan examined:

Research Question 2(a - e): How do Wildcat’s man-
agers evaluate the information characteristics of the
BSC: (a) accuracy, (b) accessibility, (c) reliability,

(d) understandability, and (¢) timeliness?Z3

BSC Functionality

For managers to fully support a management innova-
tion, a perceived application for the information must
exist. Previously, ABC research by Mike Shields found
that success of the system is related to the functioning
of the system.?* In assessing ABC functioning, Kip
Krumwiede identified relevant factors to include the
need for a clearly stated purpose for the project.?
Annie McGowan and Thomas Klammer found that
adequate training must be provided regarding the man-
agement innovation.26 Rajiv Banker, Gordon Potter,

and Dhinu Srinivasan showed that in the absence of
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knowledge of the unit’s strategy, managers fail to utilize
unique measures the BSC provides.2” Therefore, our
study evaluates the perceptions that Wildcat’s managers
have regarding: (a) communication of a clear purpose
and (b) inclusion of adequate training.

Research Question 3(a - b): How do managers perceive
the BSC’s functionality (as defined by (a) and (b)

above)?

Management Level

"I'wo additional research questions exist related to man-
agement issues. The first is whether the level of a man-
ager within Wildcat affects the responses to the
hypotheses and research questions. The second is
whether the store size or the manager’s level of experi-
ence has an impact on his or her attitude toward the
BSC.

David Marginson found that “managerial perceptions
of MCS (management control systems) are a crucial fac-
tor in determining the effect that MCS may have on
managers’ strategic activities...which determined the
influence it exerted on managers’ strategic endeavors.”Z8
In their study, Rajiv Mehta, Rolph Anderson, Khalid
Dubas, Alan Dubinsky, and Sandra Liu found that “the
more senior the hierarchical position...the greater the
need to focus on attaining economic objectives.”29

Research Question 4: Does the organizational level of
the manager impact his/her perceptions regarding the
BSC?

It is possible that certain characteristics might lead a
manager to have a more favorable or less favorable atti-
tude toward the BSC. Specifically, a manager who has
had more managerial experience will have more refer-
ence points to compare to the BSC than will a manager
with less experience. Similarly, a manager with more
experience within Wildcat will have these additional
comparable experiences and will have observed previ-
ous systems within the company itself. Further, it is
possible that tenure with the same store may provide
the manager with more insight into the system’s value.
"T'he size of the store, based on the number of employ-
ees, may also have a bearing on a manager’s attitude
toward the system.

Research Question 5: Does a manager’s tenure or store
size affect his/her attitude toward the BSC?
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RESEARCH METHODOLOGY

We used an Internet-based survey to collect the data for
this study, and senior managers pretested our survey.
After modifying a few questions as a result of the
pretest, we e-mailed requests for Wildcat managers to
participate, and then two weeks later we sent a second
e-mail as a reminder. Of the 475 Wildcat managers at
the time, 361 respondents submitted a survey. Of these
responses, we eliminated 15 because of incomplete
information, so we had 346 usable responses (308 store
managers and 38 district and regional managers) and a
response rate of 72.8%.30

We captured responses using a seven-point scale
from 1 to 7, with 1 indicating no emphasis or strongly
disagree (depending on the question’s specific wording)
and 7 indicating great emphasis or strongly agree.
T'herefore, we employed the mean/median value of 4
on all scales. 'To elicit more accurate information, we
assured respondents that we would not report their spe-
cific responses to upper management. Instead, we pro-
vided upper management with a summary report and
analysis along with recommendations for improve-
ments.3! We housed the survey on a university server,
so upper management did not have direct access to the
data.

Although we asked managers to furnish their store
number, we did not require them to do so. Of those
managers completing the survey, 235 voluntarily provided
their store number. Wildcat provided financial results

and BSC scores for all stores, so we then matched the

235 identified stores with the financial information pro-
vided. We eliminated five stores because of incomplete
or missing data, and that resulted in 230 complete
observations for testing hypotheses 3 and 4.32

"To test hypotheses 1 and 2, as well as research ques-
tions 1 through 3, we performed t-tests (a statistical test
that compares values to determine if differences exist
between two values) comparing the observed score with
the mean value of 4 from the seven-point scale. To test
responses for differences between store-level managers
and higher-level (district and regional) managers, we
performed an analysis of variance (ANOVA) of the
measures examined in earlier t-tests. We also used an
ANOVA to examine the relationship between attitude
toward the BSC and managerial experience and store

size.

REsuLTs
Tables 1, 3, and 4 contain the results of the t-tests.
"Table 1 reports the t-test for attitude. T'he result
reflects that managers have a positive attitude toward
the BSC, and this result is statistically significant in
support of hypothesis 1. This finding indicates that, on
average, managers of Wildcat, Inc., have a favorable atti-
tude toward the BSC. Because a positive attitude
toward the BSC is crucial to securing managerial sup-
port for the system, this response is necessary for sys-
tem success.

Table 1 also shows the findings for hypotheses 2(a)
through 2(c). These results suggest that the BSC

Table 1: t-Test Results
Attitude Toward the BSC and Benefits of BSC Usage (n=346)

Hypothesis Dependent Variable Mean Standard Deviation t-value
1 Attitude 4.803 1.398 10.688%**
Hypothesis Dependent Variable Mean Standard Deviation t-value
2a Improves Understanding of How to Achieve Strategy 4.398 1.626 4 555%**
2b Impacts Way | Perform Job 4,974 1.576 11.491%**
2c Provides Financial Benefit to Store 4.605 1.538 7.312%%%

Variable Scale (1 = strongly disagree, 7 = strongly agree); test value Ho < 4 (median)

***Significant at the 0.01 level
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Table 22 Correlation Matrix Significance
BSC Scores, Satisfaction, and Financial Performance

(n=230)
Financial Performance BSC Score Satisfaction
Financial Performance 1.0000
BSC Score 0.6334 1.0000
(0.0000)***
Satisfaction 0.0982 0.1783 1.0000
(0.1375) (0.0067)***

() indicates significance of the pair-wise correlation
***Significant at the 0.01 level

Table 3: t-Test Results
Organizational Benefits of BSC
Improvement in the Specified Area Resulting from the BSC

(n=346)

Research

Question Dependent Variable Mean Standard Deviation t-value
1a Communication across Functions 4.035 1.538 0.423
1b Communications between Managers and Employees 3.869 1.563 -1.557
1c Teamwork 4219 1.578 2.578%**
1d Goal Alignment 5.047 1.489 13.070%**
le Fairness of Individual Performance Evaluation 3.761 1.651 -2.694%*%
1f Fairness of Organization Performance Evaluation 4.369 1.601 4.290%**
1g Decision Quality 4.143 1.465 1.814*
1h Job Satisfaction 3423 1.560 -6.883***
1i Employee Performance 3.650 1.525 -4.268%**
1j Business Performance 4735 1.541 8.871%**
1k Shareholder Value 3.722 1.820 -2.839%**
1l Overall Focus on Goals of My Store 5.082 1.472 13.670***

Variable Scale (1 = strongly disagree, 7 = strongly agree); test value Ho = 4 (median)

* Significant at the 0.10 level, ***Significant at the 0.01 level

improves managers’ understanding of how to achieve
organizational strategy (2a), impacts how managers do
their job (2b), and provides a financial benefit to the
store (2¢). Thus managers perceive that the BSC is ben-
eficial for Wildcat.

"To test hypotheses 3 and 4, we used a correlation

matrix (see Table 2). The results indicate that a signifi-

cant association exists between the BSC score and man-
agerial satisfaction, supporting hypothesis 3. Similarly,
the results indicate a significant association between the
BSC score and the financial results as measured by sale-
to-plan, supporting hypothesis 4.

As additional tests of the BSC’s potential benefits,
"Table 3 contains the results for research questions 1a
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Table 4 t-Test Results
BSC Information Characteristics and Functionality

(n=346)

Research

Question Dependent Variable Mean Standard Deviation t-value
2a Accuracy 4.647 1.464 8.228***
2b Accessibility 4.324 1.538 3.916%**
2c Reliability 4374 1.481 4.696***
2d Understandability 4.930 1.459 11.855%**
2e Timeliness 2.730 1.590 -14.855%**

Variable Scale (1 = extremely low, 7 = extremely high); test value Ho = 4 (median)

3a Purpose Is Clear and Concise 4.805 1.622 9.2337***
3b Adequate Training Is Provided for the System 3.631 1.723 -3.986%**

Variable Scale (1 = strongly disagree, 7 = strongly agree); test value Ho = 4 (median)

* Significant at the 0.10 level, ***Significant at the 0.01 level

through 11 related to organizational benefits. Specifically,
these items examine the areas the BSC affects. We not-
ed perceived improvement at a statistically significant
level in these research questions: teamwork (1¢), goal
alignment (1d), fairness of the organization’s perfor-
mance evaluation (1), decision quality (1g), business
performance (1j), and the overall focus on goals of the
individual store (11).

We found disagreement, however, regarding the
BSC’s improvement in fairness of the individual perfor-
mance evaluation (1e), job satisfaction (1h), employee
performance (1i), and shareholder value (1k). These
findings indicate that managers generally appreciate the
unique characteristics of information the BSC provides
with regard to the operation of their store. The domi-
nance of common measures in the system (sales-to-plan
and shrinkage), however, results in disagreement as to
the improved value of the BSC as an individual perfor-
mance measurement system.

"Table 4 presents research questions 2(a) through 2(e)
regarding managers’ perceptions of five BSC informa-
tion characteristics: (a) accuracy, (b) accessibility,

(c) reliability, (d) understandability, and (e) timeliness.

Managers perceive all of these characteristics as higher
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than the median response of 4, except for timeliness
(2e). For this question, managers report unfavorable
opinions. This result is not surprising based on the writ-
ten comments, which indicate timeliness is one area
managers felt Wildcat’s BSC needed improvement.
"This finding is consistent with the use of multiple mea-
sures, which take time to gather and consolidate in the
BSC compared to the instantaneous availability of sales-
to-plan data.

Table 4 also contains results for the system’s func-
tionality. Research questions 3a and 3b relate to the sys-
tem’s functionality, specifically: (a) a clearly stated
purpose and (b) the provision of adequate training. The
managers agreed that the BSC’s purpose was clear and
concise. They disagreed, however, about the provision
of adequate training. This disagreement is extremely
problematic for Wildcat because the expected BSC
benefits cannot be realized without the provision of
adequate training.

"Table 5 reports the results of the ANOVA of differ-
ences between store managers and higher-level man-
agers. Although Table 5 includes the complete list of
items we compared, this discussion focuses on those

areas that were statistically different between the two
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Table 5: ANOVA Results — Mean Comparison
Store Managers to District and Regional Managers

District/Region

Variable F-stat Store Managers Managers
Attitude 1.08 4.776 5.026
Accuracy 7.18%** 4721 4,053
Accessibility 1.90 4.364 4.000
Reliability 8.76*** 4.456 371
Understandability 3.43* 4.879 5.342
Timeliness 5.10%* 2.798 2184
Impacts Way | Perform Job 7.59%** 4.892 5.632
Provides Financial Benefit to Store 4.57** 4.543 5.105
Purpose Is Clear and Concise 1.73 4765 5.132
Other Departments Have Taken Ownership of System 7.10%** 3.349 2711
Adequate Training Is Provided for the System 12.63*%* 3,517 4.553
Communication across Functions 0.23 4.049 3.922
Communications between Managers and Employees 0.57 3.847 4.049
Teamwork 0.04 4.212 4.269
Goal Alignment 5.55%* 4,981 5.580
Fairness of Individual Performance Evaluation 2.09 3.716 4125
Fairness of Organization Performance Evaluation 1.23 4.336 4641
Decision Quality 1.05 4115 4.372
Job Satisfaction 0.14 3.419 351
Employee Performance 2.86* 3.602 4,043
Business Performance 7.82%%* 4.654 5.388
Shareholder Value 3.34* 3.660 4.230
Overall Focus on Goals of My Store 1.36 5.049 5.344

Variable Scale (1 = strongly disagree, 7 = strongly agree); test value Ho = 4 (median)

*Significant at the 0.10 level, **Significant at the 0.05 level, ***Significant at the 0.01 level

groups. Store managers’ perceptions of the BSC are
higher than those of district or regional managers in the
areas of accuracy, reliability, and timeliness (although
timeliness is below the scale mean of 4 for both
groups). On the other hand, district and regional man-
agers rated the BSC higher than store managers in the
areas of understandability, impact on job performance,
financial benefit to the store, adequate training, goal
alignment, employee performance, business perfor-

mance, and sharecholder value.

These results indicate an impeded communication
flow at Wildcat. Upper managers perceive that the BSC
improves individual, store, and company performance,
even though they have lower perceptions of technical
qualities, such as accuracy, reliability, and timeliness.
T'he unit-level managers appreciate the technical quali-
ties that the system provides them but are not as confi-
dent the information will improve performance. For the
system to achieve its maximum benefit, Wildcat’s upper

management should improve the communication flow
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Table 6: ANOVA Results
Attitude Related to Store Size and Experience

Standard
Variable F-stat n Mean Deviation
Number of Employees (four levels?) 1.90 325 1.88 0.952
Years of Experience with Wildcat 1.57** 328 10.82 17.566
Years of Experience as a Manager 0.87 313 12.47 13.668
Years as a Manager in Current Location 1.18 301 7.04 13.399

Note: n changes in this table because not all managers responding to the survey chose to provide this demographic information, which was

optional in the instrument.

 This variable is categorical as one of four levels based on the number of employees (store size).

**Significant at the 0.05 level

among management levels.

"Table 6 presents the ANOVA results for managers’
attitudes about the BSC based on store size and man-
agers’ experience. Our study employs three different
measures of size and experience.3 The first ANOVA
relates attitude to the store’s size, a categorical variable
based on four ranges of the number of store employees.
The results do not indicate a significant relationship
between store size, as measured by employee count,
and the manager’s attitude.

The second ANOVA relates attitude to years of
experience the manager has with Wildcat. This rela-
tionship is significant, indicating that managers with a
longer tenure at Wildcat have more favorable attitudes
toward the BSC. 'This result is not surprising as man-
agers with longer tenure should have more experience
with Wildcat’s previous performance measures and the
limitations of that system. The third ANOVA relates
attitude to years of experience as a manager, but it is
not restricted to their time as a manager with Wildcat.
The fourth ANOVA relates attitude to experience as
defined by the number of years in the manager’s cur-
rent location. Neither of these last two relationships is
statistically significant.

T'he significance of the relationship between attitude
and tenure with Wildcat, but not with managerial expe-
rience in total or time in a given location, has two likely
explanations. The first is that managers view the BSC

more favorably if they had more experience under the
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previous one-dimensional measures Wildcat employed.
The second is that managers gain an appreciation of the
BSC as they have more personal experience with the

measures in Wildcat’s BSC.

SomE IMPLICATIONS

"T'his study extends the balanced scorecard empirical lit-
erature by examining managers’ perceptions of the
information’s usefulness and their attitudes toward a
BSC. 'The results show that, in some areas, managers
report higher levels of organizational benefits, informa-
tion characteristics, and functionality, as well as positive
attitudes toward the BSC. We also find that positive
managerial attitudes toward the BSC are associated
with higher BSC scores and that higher BSC scores are
associated with higher financial performance. At the
same time, the study highlights weaknesses in Wildcat’s
BSC, such as timeliness, adequacy of training, and indi-
vidual employee performance measurement.

Our findings also contribute to BSC research by not-
ing the differences in perceptions among multiple levels
of management within the organization. Areas in which
senior managers perceive the BSC as providing higher
value include financial benefit and performance mea-
sures, and lower-level managers perceive characteristics
such as accuracy and reliability more favorably. These
results support previous research findings in which
senior levels of management focus more on the strategic

value a management technique such as a BSC provides.
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Our study has clear implications for BSC users, who
should understand that perceptions of the system vary
across all levels of management. Therefore, adopters
must work to overcome potential impediments to com-
munication flows and provide adequate training to
obtain full benefit from the system. One way to over-
come these impediments is for upper management to
implement a feedback mechanism for communication
that will facilitate a common view across management
levels of the system and its usefulness. In addition,
managers at all levels need to be educated regarding
the links between the company’s strategy and the BSC.
This education will allow lower-level managers to bet-
ter understand the connection between the BSC met-
rics and shareholder value.

One trap for the unwary is the issue of timeliness in
retail settings in which managers focus on sales data as
the primary financial measure. The use of a multidi-
mensional system incorporating a variety of nonfinan-
cial measures typically results in delayed reporting
relative to the sales-based financial measures. In cases
such as the current study, managers may retain the abil-
ity to monitor financial measures in near real time, so
the challenge is to ensure that they will use the addi-
tional information provided by the nonfinancial mea-
sures to improve store performance. Organizational
systems can encourage the use of this information by
increasing the speed at which the company reports non-
financial measures. For example, organizations can
increase the frequency of inventory counts to aid man-
agers in controlling shrinkage, but the cost of the
increased number of audits may be greater than the
resulting savings. Likewise, customer service checks,
such as mystery shoppers, could be conducted and
reported on a more frequent basis, but again with
increased costs. BSC users need to carefully weigh the
benefit of more timely reporting against the cost of
rapidly obtaining and disseminating such information.

As with any case study, this analysis is subject to limi-
tations. Iirst, all the respondents are employees of the
same national retailer, so the results may not apply to
other business settings. Similarly, all BSC dynamics can-
not be captured with a single survey. The consistency of
these results with those of other studies in both the

BSC and ABC literature, however, helps to mitigate
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concerns about this problem. Future studies could
examine these relationships in other types of business

settings. W
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