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Abstract—The paper presents the European model of the
Balanced Scorecard. It is based on the goals, which take into
account the point of view of various stakeholders of the
company. The main objective of the study was to demonstrate
the differences in the two versions Balanced Scorecard:
European and American. The specific objective of the research
was the most common diagnosis liquidated barriers to family
businesses, which are defined as critical to effective strategy
implementation. The results of the study indicate significant
differences in the application of both the Balanced Scorecard

and include barriers: integration of the objectives of ownership,

consistency and competence.

Keywords: Balanced Scorecard; Family business

l. INTRODUCTION

A developed strategy is only the beginning of the market
game. A true challenge is the proper implementation of the
defined goals. “Nine out of ten companies are unable to
implement the strategy they developed” [1]. Increasing the
effectiveness in closing the strategic gap becomes a new
challenge for many managers. European model of Balanced
Scorecard, based on goals and initiatives, which take into
account the point of view of various stakeholders of the
company becomes an interesting proposition for family
enterprises, which aim to improve their strategic efficiency.
The main objective of this paper was to present differences
in two versions of BSC: European and American. The
specific objective of the research was the diagnosis of most
commonly liquidated barriers in family enterprises, which
were defined as critical for effective implementation of
strategy. The results of the study indicate significant
differences in the application of both BSCs.

Il.  THE NATURE AND CAUSES OF THE PROBLEMS IN THE

EFFECTIVE IMPLEMENTATION OF THE STRATEGY

Economic turbulences and increasingly aggressive
competitive battle in world markets cause that more and
more important role in the success and even the existence of
the company is undeniably played by not only the mere
possession of a well-developed strategy, but above all, the
solid position of this strategy in the operating area which
engages all employees. The Fortune magazine, in a report on
the failures of CEOs of large companies, draws a conclusion
that in 70% of cases the failure was caused by the
inappropriate implementation of the strategy [2]. "Today's
organizations need both the language in which they can
convey information about strategy and processes and
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systems which support the implementation of strategies and
collecting feedback. Success comes when the strategy
becomes common, everyday matter of all employees." [3]
Everyday matter of employees is the operational activity
closely linked with the strategic guidelines, and at the same
time it is a big chance for successful implementation of the
strategy.

Reaching for the literature of the subject, we can find a
wide range of concepts developed in the last twenty years
that help entrepreneurs in defining their business strategies.
These methods facilitate decision-making with regard to the
target segments, offered products, company’s attitude toward
competition [4], choice of technology [5], evaluate of the
process manufacturing [6], purchasing decisions [7], etc. The
essence of the strategy is, in fact, the choice of objectives,
principles and rules that set direction of future actions,
defining the size, combination and allocation of resources
depending on changing market situation (environment,
competition) [8]. Using a variety of portfolio techniques,
clear guidelines are outlined for the company for the coming
years based on the gathered information.

It might seem that having a well-developed vision of how
the company intends to pursue its economic assumptions is
enough to simply expect the results. Unfortunately, in reality
it turns out that from the development of an effective strategy
to achieving the expected results, contrary to appearances,
there is much more to "be done" than at the beginning of the
whole process of strategic management. Therefore, it
becomes interesting to carry out a discussion on why, despite
the properly formulated strategies, preceded by insightful
market analysis, opportunities, threats, potential success etc.,
such vast majority of them remain a mere formality recorded
in the company's brochures. There are a number of barriers
hindering the effective implementation of the strategy and
reflecting it in the everyday business: including the
communication barrier - on the basis of analysis in American
companies a thesis was set that in most organizations, about
70% of board members, 40% of middle managers and from
3-7% of the workforce understands the strategy [9],
employees often do not see the connection between the work
they do and defined strategic objectives [9]. A development
of strategy, planning, problem solving - all these tasks need
to be presented to the people at the lowest possible levels of
the organization, working on the front line [10]. Barrier of
resources, such as personnel, knowledge, very often are
distributed with a short term perspective, for routine,
operational activities. Long-term needs are often considered
a distant future, which will have to be taken care of in second



place. And it is these long-term needs which are critical
factors of success. Lack of resources for their
implementation causes frustration and ultimately resignation
among employees. Barrier of correlation between budget and
strategic planning - despite the fact that many companies use
the budget as a basic management system in setting goals,
allocating resources and assessing performance, half of them
report that there is no clear link between strategic planning
and budget [3]. A consequence of such approach is an
incorrect allocation of resources and disorientation of
employees. Barrier of consistence often not only
operational staff, directly involved in the implementation of
strategic arrangements (assuming that in the company the
long-term plans were translated into specific tasks), but also
the members of highest management, who discouraged by
the lack of immediate results, set other, sometimes
contradicting goals, which improve results in short-term
perspective but do not favor the realization of long-term
assumptions. Divergence between strategic objectives and
operational activities is often extremely large [11].

Appearing in the organization of these barriers which
impede, or even make impossible to effectively implement
the strategy and its realization through the daily operational
activities is a signal that we should look for solutions
preventing possible negative consequences of this state of
affairs. Therefore, the use of the Balanced Scorecard, which
enables merging of these two areas, seems to be highly
relevant.

Helpful in reducing barriers associated with the
implementation and execution of firm business strategy may
also be functioning in a company certified quality
management system, QMS in short. From the research
described in results that an effective QMS is not only a way
to ensure proper quality for the customer, but the QMS has
also a positive impact on other factors of success of the
company, including the increase in the level of employee
satisfaction and their loyalty, clarity of information and
communication in the company and even better outcomes
and business performance [12], [13], [14].

Ill.  EUROPEAN VS AMERICAN VERSION OF THE

BALANCED SCORECARD

The concept of the Balanced Scorecard has a history of
evolution, which is known around the world and is more and
more commonly used in the strategic management ([15], [16],
[17]). Currently the full potential of BSC is not limited only
to an effective system of measurement, but is used primarily
in the implementation of the strategy, translating generally
outlined visions of the company to specifically defined
measurable goals and building internal relationships to
increase the level of involvement of all stakeholders ([18],
[19], [20]).

In pursuing such stages of implementation sequence we
must assume the interpretation of the Balanced Scorecard
concept as a tool for facilitating the focusing of a group of
people on achieving the same goals. The European version
of the Balanced Scorecard developed in Germany by Friedag
and Schmidt stronger than the American original underlines
the importance of involving employees in the process of
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developing strategic initiatives [21]. As a result, the center of
attention is not the financial increase of a company value, but
the development of intellectual capital. It is the motivation
and commitment of employees which are the core of a
competitive advantage [21]. Resignation from the US
strategic map, where the idea is to bring all the strategic
actions to the financial dimension, underlines this approach.
By taking into account the individual ambitions and
aspirations of employees, strategic objectives are defined for
the company, which are implemented with greater
commitment, and consequently with better results. It is
important to create a feeling in the company that goals of
individual employees are respected, and all together they
create the aspirations of the entire enterprise. Such setting of
priorities by no means negates the previously existing
standards related to the formulation of corporate strategy,
and only complements them with "human™ aspect, with
consideration of the aspirations of the people, who together
will be responsible for their implementation. The
consequences of such an approach are favorable conditions
for the creation of so-called emerging strategies. If
employees have a sense of real influence on determining the
direction of the company development, they will be more
sensitive to signals from the changing environment and more
likely to initiate the strategy updates.

Balanced Scorecard in European understanding
postulates to consider during its construction the creation of
interdepartmental task teams, which support each other and
together seeking to attain its strategic objectives. The
implementation of the BSC across the enterprise is done with
the participation of employees at different levels of the
organizational structure in the implementation of strategic
projects, and not down the organizational structure of the
company. Such implementation process improves the
relations between departments, and consequently contributes
to the increase of effectiveness of implementation.
According to European experts, the most important element
characterizing the learning process of the organization is:
creating a basis for strategic dialogue [22]. It is important to
create an atmosphere based on trust during the
implementation of the strategy in organizations [23]. Then
the employees have the courage to clearly and openly
express their views, even if they do not comply with
generally prevailing views, are willing to think creatively
and search for the best solutions, even if certain decisions
have already been made. Only such attitude of the staff
allows for quick reactions in face of new circumstances
affecting more or less directly the strategy. Only based on
such behavior of employees we can create a learning
organization, which is ready to change at any time when the
need arises [24].

In this context it is important for the company effectively
implementing the current strategy to be characterized also by
the willingness to verify strategic assumptions. External
impulses and experience acquired through strategic action,
both individual and collective should become a part of the
strategic management process. This will conclude the
implementation circle, and at the same time will inaugurate
the next round. This way, the Balanced Scorecard is



implemented as an effective method of strategic management,
uniting entire organization around the implementation of the
strategy, as well as a way to keep certain flexibility necessary
to respond to changes in the environment.

IV. METHODOLOGY OF RESEARCH ON ELIMINATING
BARRIERS IN THE IMPLEMENTATION OF THE BSC

To verify the application effectiveness of Balanced
Scorecard a survey was conducted among family enterprises,
which declared implementing or having implemented BSC.

The aim of the study is the diagnosis of barriers most
often neutralized by the management and owners of family
businesses that have been defined as critical to effective
implementation of a strategy.

Research hypothesis set in the study: using the concept of
Balanced Scorecard in the European version can neutralize
most of the barriers hindering the implementation of the
strategy.

A qualitative study was conducted using focus group
interviews. They were used to generate the data
needed to answer three main groups of research
questions.

What are the key barriers hindering the effective
implementation of strategies in family businesses?
Which of them are neutralized or eliminated with a
use of the BSC concept?

Do owners of the companies that use the BSC
concept modify and adjust it to their own needs?

The survey was conducted within 7 focus group
interviews with the owners and employees of family
businesses using the concept of Balanced Scorecard in
company management. It was considered that the subject of
study may require dialogue and in-team support, therefore
the focus groups methods would be most suitable, because it
allows to make use of the dynamics of a social group, and to
diagnose positive impact of "5S" factors - synergy,
snowballing, stimulation, security and spontaneity. A total of
54 people participating in the 5 thematic meetings were
surveyed. In these teams there were representatives of
companies that use the American and European version. The
distribution of a sample: 32 to 22.

After having been introduced to the topic, the participants
were asked to interpret the barriers that effectively hindered
the implementation of the assumed strategic plans before the
Balanced Scorecard was applied. The groups of the barriers
selected by the participants were classified and a total of 10
were selected, which they considered the most difficult to
overcome. In second stage, the participants of the survey
were asked to rank the ones that have been eliminated. Focus
group interviews also helped to organize specific benefits. In
the next phase of the study a questionnaire was constructed
using a Likert scale, which is used, among others, in
questionnaires to get an answer regarding the level of
acceptance of a certain phenomenon, belief, etc. The authors
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used it to evaluate the results obtained in the first phase of
the study (Table I).

TABLE I. IMPLEMENTATION OF THE STRATEGY WITH THE USE OF
A BALANCED SCORECARD MODEL
. Comprehensive use American| Europea
Barrier . .
of a Balanced Scorecard concept | version | n version
Barrier of  |Flow of strategic information on all 35 42
communication |levels of organization ) )
Barrier of Proper planning of resources
(taking into account both long and 35 2.8
resources
short term needs)
Barrier of time Focusing attention on strategic 19 16
issues
Barrier of linking the tasks correlated with the
. strategic objectives with the 2.7 24
rewarding 2
motivation system
Identification of key competencies
Barrier of  |of employees, which are the
- i 35 43
competencies [necessary condition for successful
implementation
Barrier of  [transposition of the thesis that the
connecting  |budget serves the implementation
; 3.9 2.7
strategy with |of the strategy,
budget and not the other way around.
Barrier of Implementation of systems
- motivating to consistent fulfillment 1.3 2.3
consistency .
of assumptions
Barrier of  |Formalizing necessary aspects in an
. . 3.9 2.7
formality  |accessible and transparent manner
Barrier of . .
updates Current updating of strategic plans 25 4.5
Barrier of Connecting the_strateglc goals of
. . the company with the goals of
integration of . - - 2.5 4.0
s owners by introducing additional
owners’ goals .
perspective.

Source: work by own

The study showed differences between the scope and
degree of use of BSC for eliminating the strategic barriers
(Fig. 1). Companies in which the BSC was implemented in
the classical approach have a higher level of formalization
(barrier was eliminated in a smaller degree), and the owners'
goals have not been integrated. This result was in a way
surprising, as one could expect the natural integration of the
owners’ objectives with the financial perspective. The
European version of the BSC on the other hand strongly
emphasizes the development of employees’ competencies
and largely eliminates the barrier of communication. None of
the versions however gives full satisfaction to users in the
area of the elimination of the barriers of time for the
implementation of the strategy and focus on strategic issues.
In focus group surveys participants suggested that the area of
strategy somehow "was added" to the previous areas of
competencies and became an additional area of tasks and
responsibilities.
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Figure 1. Eliminating barriers to implementation of strategy through the
use of the concept of Balanced Scorecard.

V. EUROPEAN MODEL OF BSC WITH ADAPTATION
VERSION

Applying the concept of Balanced Scorecard in such
scope, the organization opens up to an opportunity to focus
the company on a continuous implementation of the strategy.
According to Penc [25] such an approach, called "strateging"
contributes not only to the implementation of strategic
objectives and maintaining their flexibility, but mainly leads
to the improvement of the organization. "Strateging - This is
undoubtedly the method of the future, requiring the
preparation of specialists who are able to use modern
information technology and understand that strategy is the
most important and critical factor of success, but it requires
fulfilling several conditions, including: adequate resources
and implementation potential, systems and structures as
management tools, philosophy and corporate culture as
catalysts for the introduction of the strategy. Only the use of
entire range of enterprise’s functions to support strategy is
the key to its future success" [25].

Using the European version of the concept of Balanced
Scorecard, an organization has a chance to prevent the
creation of barriers to effective implementation of the
strategy. If the organization measures key factors from the
strategy perspective, it should be assumed that the results of
these studies and their interpretation, analysis of trends, etc.
are openly presented to all employees. This situation
contributes to global distribution of the degree of
implementation of the strategy, to employees’ identification
with the objectives, which reach their optimal values faster
than planned. So called weaker spots, which delays
achieving the desired results are quicker and more effectively
identified. Such information is valuable not only because of
the possibility to perform an ongoing analysis of the
company in the context of its strategic objectives, but also, in
the event of significant deviations from the planned
individual measures, allows for their quick identification.
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Balanced Scorecard also enhances the correlation between
strategy and the budget, both long- and short-term, however
implying the strategic arrangements. Operating activities
being under the strict influence of the strategic assumptions
are reflected in certain results, which give feedback to the
Board. On the basis of this information assessment and
analysis of strategic achievements of the company and their
verification with regard to their current state is performed.
The loop of strategic learning at the same time closes and
starts again. In summary, it can be concluded that by
properly guiding the process of the implementation of the
BSC, we can achieve effective elimination of barriers to the
effective implementation of the strategy, and thus increase
the efficiency of the company.
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