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Abstract: The online retail market has achieved dynamic growth in recent years,
making up 4% of the total retail sales. Not only the net sales in e-commerce have
grown, but also its share of the whole trade has increased gradually. The number of
enterprises engaged in electronic trading in Hungary is roughly 5,000-6,000, which
is continuously increasing. Today, the possibilities provided by the Internet play an
increasing role in every segment of the economy. In an increasing market
competition it is no longer sufficient to provide services to the local population. The
driving force behind online trading is market activity, and thus it is crucially important
to measure their performance. Over the past year e-commerce has expanded three
times faster than the whole Hungarian retail trade, but the borders and limits of this
growth are already visible; therefore, this sector faces greater challenges and
changes than ever before. It is increasingly important to measure performance
accurately, and to support managerial decisions based on performance
measurement. Excellent results and success basically and primarily depend on
performances, in addition to luck. Performance is construed as measurable results
or, in a broader sense, successful efforts made to achieve corporate goals.
Performance measurement is the process of measuring the effectiveness and
economic efficiency of an activity. It is aimed at supporting decisions and actions
relating to the operation of the company. Performance measurement is not only a
decision-support tool but also an influential element at all levels of the decision-
making system, which has an impact on the actions taken by the persons concerned.
Both its danger and importance is that its inappropriate functioning (using an
inappropriate standard) may result in an operation which conflicts with corporate
objectives. The growing interest in business performance measurement can be
explained by the information demand from corporate decision-makers. Companies’
approach to and toolkit of performance measurement have undergone radical
change over the last 15-20 years. The international and Hungarian literature usually
refer to performance evaluation, thereby also making it clear that quantitative
features that can be measured directly and qualitative features that cannot be
measured directly alike are crucial factors in performances. The performance
indicators used can in fact play their role if they form a uniform system, which takes
into account interactions whilst also being sensitive to the actual needs of the
company. | intend to assess corporate performance measurement practices, and
evaluate the relationship between financial and operational performances. In
addition, | will give a theoretical overview of integrated performance measurement
systems.
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1. Introduction

It is a common phenomenon that financial indicators dominate corporate
management, i.e. a large majority of companies only use financial indicators in
corporate management. In her study entitled “A rendszerszint( teljesitménymérés
és a teljesitménymérési rendszerek” [Systematic performance measurement and
performance measurement systems], Agnes Wimmer examines performance
measurement systems from the perspective of supporting processes that provide
added value. According to the author, performance measurement practices can
support processes that provide added value if they “are orientated towards
supporting decision-making; consider various aspects evenly to both content and
the information used; and are consistent, i.e. they contain information supporting
strategic goals that are important for the company (and useful to decision-makers)”.
Integrated performance measurement models offer practical guidelines to
companies that intend to measure their individual, group-level or corporate
performance in order to maintain and enhance their competitiveness, and wish to
improve their operation relying on such results.

2. Performance and performance measurement

2.1. Definition of performance

The various literature sources put different interpretations on performance. There is
an extra-long list of definitions of this concept, but they mostly focus on efficiency
and effectiveness. Nonetheless, other popular expressions used to define
performance are not defined with the same content everywhere: productivity,
efficiency, economic efficiency, profitability and effectiveness. The most common
definition of productivity has been provided by the OECD (Organisation for
Economic Co-operation and Development), which says that productivity is the ratio
of a volume measure of output to a volume measure of input use (Zsido, 2015).

In the business world and public life people or institutions will generally be judged
on the basis of performances. Excellent results and success basically and primarily
depend on performances, in addition to luck. Performance is construed as
measurable results or, in a broader sense, successful efforts made to achieve
corporate goals. Accordingly, if a work does not help to achieve corporate
objectives, it usually will not be considered to be performance even if it required
considerable efforts. Measuring performances is a natural concomitant of individual
and corporate life (Németh et al., 2016). This article only focuses on the problems
of business organisations, where performance evaluation is the most advanced, but
whose lessons even apply to organisations outside the business world, including
public institutions, public administration, non-profit organisations and cases of
individual evaluation. (Holl6oné, 2009.)

2.2. Performance measurement and evaluation

Performance measurement is the process of measuring the effectiveness and
economic efficiency of an activity (Neely et al. 1995). It is aimed at supporting
decisions and actions relating to the operation of the company by collecting,
processing, analysing and interpreting relevant data. On the one hand, it quantifies
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the efficiency and effectiveness of past decisions. Effectiveness expresses the
achievement of goals, whereas economic efficiency indicates in what quality
resources are used in order to achieve goals (Wimmer, 2004.). On the other hand,
it can also predict how the company will perform in the future, thereby supporting
the corporate management in implementing their strategy as effectively as possible
((Fenyves — Dajnoki, 2015; Kalmar et al, 2015; Olah — Popp, 2016, Veresné, 2013).
The growing interest in business performance measurement can be explained by
the information demand from corporate decision-makers. The companies’ approach
and toolkit of performance measurement have undergone radical change over the
past 15-20 years. Corporate performance measurement is one of the supporting
pillars of corporate success. Besides traditional performance measurement
indicators, it is more and more important to use indicators and methods relating to
the new system of values in practice. A practical performance system provides
feedback and information about what progress the company has made towards
achieving the goals set.

The international and Hungarian literature usually refer to performance evaluation,
thereby also making it clear that quantitative features that can be measured directly
and qualitative features that cannot be measured directly alike are crucial factors in
performances. If performances can be measured directly, measurement results will
be considered defining. In many cases, however, performances cannot be
measured directly, which may then entail performance estimation.

Performance evaluation is a basic managerial and organisational tool, which is used
by almost every company. It mainly serves the purpose of making it clear to the
management and the persons affected to what extent a certain activity has
contributed to the achievement of corporate goals. Planned figures may also be a
target, but usually strategic statements are made about what is considered
important at the company.

The so-called hard goals, which can be quantified and measured directly and easily,
include profit, revenue, costs and efficiency. The so-called soft goals, which cannot
be quantified directly, may include reliability, customer satisfaction, innovation
initiatives, and respect for the environment or top quality. Features that cannot be
quantified directly are increasingly important in companies’ life. Receiving
favourable ratings is also the result of good performances.

It primarily depends on the companies’ goals what method of performance
measurement they opt for. The goal of an e-commerce company may be to increase
shareholder value or a brand value, besides maximising profits.

Measuring performance includes the collection and appropriate classification of
actual figures and comparing them to the desired target values. Evaluating
performance entails deciding whether the relationship between actual figures and
planned figures is appropriate, whether any interference is needed, and if so, in
what direction. Potential changes of target values are also closely related to this.
Collecting and classifying planned figures besides actual figures and ensuring their
comparability is not yet part of the evaluation. Evaluation is more than just defining
the difference between target figures and planned figures, which is still part of the
measurement. Evaluation takes place when we reveal the causes of differences,
and interfere.

The Annals of the University of Oradea. Economic Sciences, Tom XXVI 2017, Issue 1 89



Performance measurement lifecycle
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Figure 1. Organisational cycle of performance measurement and evaluation
Source: Akos Székely: A teljesitménymérés és —értékelés magyarorszagi
gyakorlata [Performance measurement and evaluation in Hungary] (2005.)

Performance evaluation is part of the measurement process, provided that it means
the structuring of data. Yet in this case it refers to a structural process in which
conclusions are also drawn. This management-oriented performance testing
already belongs to performance evaluation. The key to the success in making
performance measurement and evaluation function appropriately is that
measurement and evaluation should be balanced. This is how the cycle can achieve
its real goal to increase performance. Yet in fact, the fixed cycle of performance
measurement and evaluation is very often ignored by companies. (Akos Székely,
2005.)

3. Integrated performance measurement systems

Traditionally, financial indicators calculated from accounting data were used to
measure performances. The argument long presented was that the various
accounting and financial indicators are most suitable to the measurement and
comparison of corporate performances. Recently — as early as the 1980s — those
who used traditional indicators have faced more and more problems, and thus
started to look for other performance measurement options. One of these options is
the integrated performance measurement method presented in this section
(Fenyves — Tarnéczi, 2014).

Integrated performance measurement systems provide companies with a certain
framework for the development of the performance measurement system, but its
actual elements must be tailored to the needs, strategic goals and characteristics of
the company.
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3.1. Balanced ScoreCard

The performance indicators used can play their role the best if they form a uniform
system, which takes into account interactions whilst also being sensitive to the
actual needs of the company. One of the most well-known performance
measurement frameworks today is the Balanced ScoreCard (BSC) strategic
management system.

Balanced Scorecard is a strategic management system (Kaplan-Norton, 1997) that
makes it possible to communicate strategic goals as well as to connect them to
operational indicators. The developers of this method recommend four question
groups for setting corporate goals and related performance indicators. The
traditional financial approach is supplemented with goals and indicators relating to
customers, operational processes, learning and development. The name is a
reference to the fact that the system tries to balance external and internal indicators,
which relate to consumers and shareholders as well as business processes and
learning and growth competence, respectively. It strives to maintain a balance
between past profit/loss indicators and factors influencing future profit/loss, i.e.
performance drivers. An important principle of the method is to start with strategic
goals, and “translate” the strategy into comprehensible goals at different
organisational levels.

Financial/
Stewardship
“Financial
Performance”

Customer/ Vision Internal Business
Stakeholder and Process

“Satisfaction” Strategy “Efficiency”

Organizational
Capacity
“Knowledge
and Innovation”

Strategic Objectives
Strategy Map
Performance Measures & Targets
Strategic Initiatives

Figure 2. Balanced Scorecard
Source: Kaplan-Norton, 1997.

If Balanced Scorecard is used in an appropriate environment effectively, it gives
companies many advantages. These include, for example, the substantial reduction
in complexity, since the company’s performances (profit/loss and performance
drivers) become transparent by classifying different indicators into four big groups
and reducing their numbers to 4-5. Rendering the strategy into indicators means
that incomprehensible future visions and strategies at corporate level are formed
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into actual comprehensible corporate, group-level and individual objectives.
Revealing a cause-and-effect relationship between indicators (and thus the
individual corporate goals, fields and processes) and proving their effects on each
other make it easier to understand the operation of the organisation, thereby
facilitating maximum performance. Consequently, BSC is not only a performance
evaluation system but also an integrated planning and management system. It must
be used by companies to introduce a new planning and management system.
Based on practical experience, the four aspects proved to be sufficient in most
cases, but this should not be viewed as exigency, but rather as framework. Some
organisations used less than four dimensions, but these BSC aspects could even
be further explored with one or two other points of view. In the BSC system
profit/loss indicators and performance drivers should be indicated if they give a
competitive advantage, and help to achieve corporate goals in an explicit way.

The literature refers to several other integrated performance measurement systems
such as performance prism, performance pyramid, Tableau de Bord, Intangible
Asset Monitor and “Wissensbilanz”.

3.2. Performance prism

Performance prism is a performance measurement and management tool, which
primarily relies on the mutual relationship among stakeholders. This is a framework
with five facets, which is vividly illustrated by a prism with a triangular base and
rectangular sides: the grounds are formed by stakeholder expectation (satisfaction)
and stakeholder contribution, while the sides are formed by strategies, processes
and capabilities. This analytical framework was developed by Andy Neely and his
colleagues in the second half of the 1990s in a performance measurement research
centre in Cambridge in collaboration with lecturers, researchers and Accenture
(former Andersen Consulting) consultants (Chikan — Wimmer, 2003.).
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Figure 3. Performance prism
Source: Neely, 2004
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The performance prism — as referred to by its developers — is the second generation
of performance measurement and management systems. Similarly to the
recommendations in the early 1990s, it also strives to examine performance from
several points of view. What is new in it is that it takes into account the relationship
with every stakeholder of the company. Over the past decades owners and
customers have received close attention (just think, for example, of —the focus of

attention on consumer satisfaction and —the preference for a shareholder value
approach) (Chikan, 2003.).

3.3. Tableau de Bord

Tableau de Bord is another strategic system of indicators worthy of note. “Tableau
de Bord” (TdB) is a French expression. lts essence is that it collects and presents
key indicators from a management perspective to the corporate management.
Managers must make quick decisions based on environmental factors and the
company’s situation whilst bearing the objectives in mind.

TdB is primarily known as a short-term information device, which summarises key
indicators from the perspective of the given goal and decision-maker that are
available in the short term. A good TdB system is characterised by the fact that it
not only makes it possible to monitor performances quickly, but also bears in mind
the long-term objectives of the company. Key indicators and the determination of
their acceptable levels must be kept synchronised with the long-term (strategic)
goals of the company (Kemény, 2010.).
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Figure 4. “Tableau de Bord” information system
Source: Kemény, 2010.

Relative performance evaluation or benchmarking is one of the tools used to
compare corporate performances. Generally speaking, benchmarking is a tool for
comparing production units (Fenyves et al., 2015). Production units include
companies, organisations, business units, projects, decision-making units or private
individuals. Benchmarking can be used in very different situations. Modern
benchmarking analyses use the method of best practice or marginal analysis (DEA,
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Data Envelopment Analysis) more and more, which has both methodological and
practical advantages. From its most practical aspect, it makes a lot more sense to
learn from the best than to emulate average performances (Fenyves, 2014).

4. Summary

Today, most companies cannot implement their strategies successfully because
they usually use management processes focused on finance. Management systems
that only rely on financial data fail to help to achieve goals because companies
encounter obstacles during their application. Using BSC is more than just a solution
to performance measurement problems, it also helps to implement new strategies
efficiently and to build a strategy-centred organisation. Strategies always change
due to the constant change in the competitive environment. Real demands
generated by market conditions have encouraged the development of strategy-
centred organisations. This is a kind of response to the challenges posed by the
ever-changing business environment that companies always face if they want to
remain competitive in the long term and operate successfully. Integrated
performance measurement systems are a great help to them.
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