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Abstract

The amount of information required to be processed by a manager daily,
disregarding his or her hierarchic level, tend to get excessive as the information
systems become more complex and wider spread across the processes and activities
performed within an organization. One of the solutions offered by theoreticians and
accepted in practice is the performance dashboard — a synthetic and efficiently
comprised set of economic and financial indicators through which a decision maker is
informed about the state and evolution of organizational components he or she is
responsible for. As long theory is abundant in different models of performance
dashboards, recommendations regarding its structure, methods to use dashboards in
decisional processes, in the business world there is no type of dashboard to be
considered as a generally accepted one, some managers being unaware that they use
such a decision making instrument. The aim of this paper is to establish, through
analysis of responses to a questionnaire, whether managers of constructions
enterprises from the West Region of Romania use dashboard, what information
content deliver their dashboards and to what extend it comprises a useful decision
making tool.

Keywords: decision making tool, management techniques, performance
dashboard.

JEL classification: C54, C44
Introduction

Amongst many, management has a wise saying: “You cannot manage what
you do not measure”. When managers do not know how their work units and
subordinates are functioning compared to previous performance, goals, and
benchmarks, it is difficult to reward superior achievement or take corrective action
when performance fails to meet expectations.

Effective managers have always at least implicitly understood these adages
and have had systems and methods for assessing how their organizations are doing.
Even before computer-based systems, many executives had their staffs prepare
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priding books to keep a close tab on organizational performance. The critical
success factor concept, which is directly related to today's key performance
indicators, was designed to identify the goals and activities that need to be
monitored most closely. Executive information systems, which focus on tracking
key metrics important to senior management, are the most immediate precursors to
today's performance dashboards.

Performance dashboards integrate much of what has been learned about
how computer-based systems can help in the effective management of
organizations. For example, the most powerful systems are linked to company
objectives. Performance dashboards also benefit from technology advances. An
early problem with executive information systems was that the data required were
often not readily available; considerable human effort was needed to acquire,
analyze, and then enter the data into the system. Data warehouses have now made
the sourcing of data much less of a problem.

All said above is true merely in developed countries with tradition in
market economy and management practice. Thus for developing countries, such as
Romania, the use of modern management instruments is still in its incipient stages.
The main way by which such techniques get used by Romanian managers is
through import maid by establishment of multinational companies in our country.
The other way is triggered by the growth and development of local businesses to a
stage when previously used management instruments lose their efficiency, so that
new ones are adopted and put to use. Usually this is done through development of
customized solutions internally or externally, by outsourcing the task to a
management consultant. Finally the last method of adopting new approaches to
managing ever growing business structures is by adapting models of best practices
from partners or even competitors.

The construction industry in Romania has a lot of particularities. One of
these is that the vast majority of the companies that activate in this sector are
national ones. Thus the import of management techniques is a rare event. On the
other hand the industry had an explosive growth for 4-5 years till 2008, when the
global crisis lead to an abrupt fall in demand for constructions, so that the whole
industry is experiencing a catastrophic decrease of turnover, profits and return.
Taking account the described national context, there is a great need for efficient
managerial instruments, such as performance dashboard, to help local companies to
pass the difficult times through the economy as a whole and the construction
industry in particular is going through at present.

1. Literature Review

Despite the growing popularity of performance dashboards, both in
universal and in national literature considerable confusion still exists. Common
questions include: “What is a dashboard?”, “What is the difference between
dashboards and scorecards?”, “What type of measures of company’s performance
should a dashboard be comprised of?” Also, there are important questions about
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how to build them successfully, such as: “How should I determine how many and
what performance indicators to include?” “Who are the people inside the
organization who need to use these performance dashboards and at which level of
management?”

Right answers to these questions are difficult to find, depending on many
variables, such as type and size of business, its industry of choice, its
organizational structure, the formality of decision making process, the size of its
management informational system etc.

Many authors both on global level and national one tried to answer these
questions. Thus, Eckerson (2006) in book “Performance Dashboard. Measuring,
Monitoring and Managing Your Business” clears up much of the confusion about
performance dashboards, addresses the most important issues, and provides
answers to the most critical questions. Also the book draws up performance
dashboard using three main sets of functionality:

e monitors critical business processes and activities using metrics of

business performance that trigger alerts when potential problems arise;

o analyze the root cause of problems by exploring relevant and timely

information from multiple perspectives and at various levels of detail;

e manage people and processes to improve decisions, optimize

performance and steer the organization in the right direction.

Ron Person in its book “Balanced Scorecards and Operational
Dashboards” draws a clear line between the concepts of scorecard and performance
dashboard. From the authors point of view dashboard could be either operational or
tactical, scorecards operating on a strategic level. Then he describes a logical
framework for developing a dashboard.

Romanian literature has several main authors interested in performance
dashboards. Thus the main one is undoubtedly lon Verboncu that in his book
“Tabloul de bord. Teorie, metodologie, aplicatie” covers the main aspects of
developing an efficient performance dashboard, describes the relationship between
dashboard and informational system and time dimension of a manager’s work.
Also he describes a personalized practical content of performance dashboard for
different type of management positions in a typical enterprise.

One of the most critical problems that performance dashboard allow
solving is company internal communication. Zecheru & Nastase (2005) state that
the basis of a company’s coordination is represented by communication, which has
a particularly important impact upon company’s functionality and its evolution.

However on national level there is no statistical approach to the problem of
performance dashboards used in local enterprises, let alone a construction industry
centered review. Thus this paper aims to reveal the extent to which this technique
is used in construction enterprises from the West Region of Romania, as well as
several aspects of its use in these enterprises.
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2. Questionnaire Design and Statistical Analysis

The questionnaire developed to prospect the usage of performance
dashboard in Romania’s West Region construction companies consists of 16
questions, out of which 1 question is with open answer, 7 with semi open answers
and 8 with closed answers. We prepared a list of 102 construction or construction
related companies from the West Region of Romania as a target group for the
questionnaire. The questionnaires whether administered personally or sent via e-
mail. Out of these, only 63 questionnaires were filled in and returned, out of which

only 51 with valid answers.
Thus the questions and their answers are presented in Table 1 below.

Tabel 1. The Structure of the Questionnaire

No. Question answer a) | answer b) | answer c) | answer d) | answer )

How often do you
make decisions that
!mply calculgtlng . 2-3times a | 2-3 times a Once a less than

1 |indicators using Daily once a

. . . week month month

financial, accounting month
or other type of
information?
Absolute frequency 3 8 24 12 4
Relative frequency 5,88% 15,69% 47,06% 23,53% 7,84%
What type of

2 indicators do you financial economic Both
use to base your
decisions upon?
Absolute frequency 21 17 13
Relative frequency 41,18% 33,33% 25,49%
Do you usually use
the same set of A constant
S An adapted
indicators or dou core of set of

3 |you adapt the set Same set | indicators |. .

. . indicators for
depending on plus variable] o
. . each decision

decision making extras
context?
Absolute frequency 25 19 7
Relative frequency 49,02% 37,25% 13,73%
Are you familiar

4 with the concept of Yes No
performance
dashboard (PD)
Absolute frequency 14 37
Relative frequency 27,45% 72,55%
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No. Question answer a) | answer b) | answer ¢) | answer d) | answer €)
The concept of PD
means a managerial
instrument that
consists of a set of
economic and
financial indicators
with frequently No
5 updated values upon v (go directly
. es ;
which managers to question
base their no. 11)
operational and
tactical decisions.
Do you use such a
technique in your
decision making
problems?
Absolute frequency 23 28
Relative frequency 45,10% 54,90%
Transfer
What is the reason Avoid good Avoid
. . . . [Other, please
6 [for using PD in yourundocumented practices pverwhelming :
- present it
work? decisions | from other | managers
companies
Absolute frequency 8 6 5 4
Relative frequency 34,78% 26,09% 21,74% 17,39%
At what level is PD At compan At At proiect
7 |used in your pany department proj
level level
company? level
Absolute frequency 17 6 0
Relative frequency 73,91% 26,09% 0,00%
By
. loutsourcing
. With BY adapting 3the problem
. With . . From PD model
8 How did you information information ersonal used b of PD
develop your PD? . from Persc y Hevelopment
from literature - experience other
trainings toa
company
management
consultant
Absolute frequency 3 7 8 3 2
Relative frequency 13,04% 30,43% 34,78% 13,04% 8,70%
Simplifies the
. . Generated a
What is the main .. |vay managers
. . Increased holistic Other, please
9 |benefit of using a - . tackle the .
efficiency | picture of |, . present it
PD? : daily volume
business : .
of information
Absolute frequency 9 3 7 4
Relative frequency 39,13% 13,04% 30,43% 17,39%
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No. Question answer a) | answer b) | answer ¢) | answer d) | answer €)
To what extent PDis PD is of a
efficiency of your PD is essential important PD is of no
10 . - small -
work is determined |for my work | but not importance importance
by use of PD? essential P
Absolute frequency 2 16 4 1
Relative frequency 8,70% 69,57% 17,39% 4,35%
In the future would No (please
11 |you be interested to Yes specify the
use a PD? reason)
Absolute frequency 17 11
Relative frequency 60,71% 39,29%
What should be the | Togeta To ggz/ZdPD
circumstances for  ffunctional PD)| , P"O" Other, please
12 - functional i
you to implement a |developed by b present it
PD? theoreticians y
professionals
Absolute frequency 4 11 2
Relative frequency 23,53% 64,71% 11,76%
13 Your company has Main activity Seco_nc_jary Third activity Fo_u r_th
constructions as: activity activity
Absolute frequency 32 11 6 2
Relative frequency 62,75% 21,57% 11,76% 3,92%
14 The Sz Of Your Micro Small Medium Large
enterprise is:
Absolute frequency 7 22 19 3
Relative frequency 13,73% 43,14% 37,25% 5,88%
Chief Other
15 Your position inthe | General | Production | Economic | accountant Ieasé
company is: Manager manager manager /financial plea:
X specify
officer
Absolute frequency 15 12 17 6 1
Relative frequency 29,41% 23,53% 33,33% 11,76% 1,96%
. . Dther types ofiHigh school/
16 Type O.f yo.u.r ngher_ ngh_er higher  |professional
education is: economic | technical : .
education studies
Absolute frequency 27 18 2 4
Relative frequency 52,94% 35,29% 3,92% 7,84%

Thus, from the first question the conclusion is that 69% of respondents use
financial or accounting information at least several times o month. This means that
the majority of managers are familiar to a certain extent with the content these
types of information and use it in the decision making process. A cross-reference
analysis reveals that the majority of the managers that use financial or accounting
information have economic graduate education (87%). This situation is somewhat
natural, as economists tend to be closely accustomed with using financial and
accounting information in decision making.
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For the second questions, as one could expect, the main type of
information used is financial one (41%), while 25% of managers use both types of
information, an aspect that conclude the professional training of the respondents.
Usually economic information requires a proper information system to provide it.
Thus using strictly accounting information is easier, because of the great
availability such kind of information. This finding is also related to the average
small size of enterprises, which does not allow for a complex informational system
to be settled in these enterprises.

Almost half of the respondents use a constant set of performance measures
to steer the enterprise, while 14% use context adapted sets of indicators. Each
change to the basic set of dashboard instruments needs for a certain amount of
skills and time. Thus only managers that have at their disposal wide enough
organizational structures to contain well developed financial departments will be
able to periodically or even systematically adapt the set of indicators to the
decisional framework.

Only 27% of managers are familiar with the concept of performance
dashboard per see, although 45% admit using this technique after they are
presented with its definition. This finding reveals the precarious professional
training of local enterprise managers in innovative managerial techniques.

For next 5 questions only the group of 23 managers that use performance
dashboard in their decision making problems are subject.

Thus roughly 35% of the 23 managers consider that using performance
dashboards helps avoid intuitive decisions, 26% consider that the reason for using
PD is to transfer good practices from other companies and 22% implement PD to
avoid overcrowding managers with information. Undocumented decision is one of
the major indicators of poor professional quality of managers. In a market that is
passing through a profound crisis, week managerial skills lower the chances of
enterprises to successfully get over the problems.

The majority of respondents use PD at company level (74%) and the rest —
at department level. This distribution of answers is a reason to believe that PD are
developed in a way that they cover the whole company or at least its main
departments, a project based approach being considered too bulky to be used in
local enterprises.

The main way used to develop the existent PD is by relying on personal
experience of managers, closely matched by the designs inspired from trainings.
This is a testimony to impossibility of adapting certain theoretical performance
dashboard designs to a specific situation. Also, local managers do not trust the pure
theoretical approaches to designing performance dashboards.

The biggest benefit of using a PD is increased efficiency of managers and
rationalizing the managers’ daily tasks. Amongst the 4 free answers to this question
the main one was the quicker response to different managerial problems.

The majority of respondents suggested that PD is important but not
essential to their work and only 1 out of 23 respondents said that PD is of no
importance to him.
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From the 28 respondents that currently do not use a PD, 17 answered that
would be interested in developing a PD. From the 11 negative answers, the most
indicate the reason for not adopting a PD solution being the need for change
required to the way they currently make their decisions.

The circumstances that would lead to implementation of Performance
Dashboard should imply a model of PD that was proved functional by
professionals in 11 (65%) cases out of 17.

Conclusions and Discussions

As a result of questionnaire analysis, one could draw the conclusion that
Performance Dashboard is not very widely used in management of West Region of
Romania construction companies. Thus, one of the modern managerial tools has a
rather low level of penetration in an industry greatly affected by global crisis. Thus
the need for a more efficient decision making is not putting a great pressure on
local construction enterprises, taking the account effects of abruptly fallen demand
for construction works in the past two years. The form of change which is triggered
by this kind of pressure in local construction companies is adaptation of prices and
costs to this environment with ever shrinking demand, selling different unused or
underused assets or even declaring bankruptcy.
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