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	PERSPECTIVES OF PERFORMANCE MANAGEMENT CONCEPT – A STUDY OF COMPANIES IN REPUBLIC OF MACEDONIA


	Abstract: The use of performance management has been a significant increase in the companies worldwide in recent years. Organizations have long sought to align operational performance with the strategy.  The concept of performance management is the key source that can align the operational performance and long term strategy in today’s highly competitive environment. It provides a systematic link between organizational strategy, resources, and processes.

This paper firstly discusses some central concepts related to performance management. Second, it gives a brief outline of the situation on the field of performance management concept, presenting some main aspects of the way of using performance management at the companies in Republic of Macedonia. The main goal of this paper is to identify the current state of performance management systems in selected companies in Republic of Macedonia. The paper also discusses the challenges and barriers that companies of this region are facing in order to implement the concept of performance management. Furthermore, the paper suggests utilization manners of this concept. More specifically it is focused on identification of benefits, weaknesses and risks arising from implementation of the concept of performance management in the Macedonian companies.

The research is conducted with various data collection research methods. In this context primary data is obtained by conducting interviews with the managers and employees of the companies using a structured questionnaire. Afterwards, the data is evaluated using various statistic methods that are applicable in this branch. 
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INTRODUCTION
Current trends in the global market, rapid technological developments and increased use of management information systems and Internet, are the few of the drivers of today's business environment. The environment in which companies work is becoming more complex. Managers are faced with constant challenges in managing organizations and with great risk when they are making important business decisions.

In such a conditions, it is not enough to have a clear vision, mission and well-defined strategy. The ability to execute strategy is the key for success of the company. Because of this fact, the need for implementation of modern management is necessary. So, the emphasis in this paper is placed on performance management, as one of the aspects of the modern management. Performance management should provide long-term financial success of the company, growth and development of the same. Especially we should stress the importance of an adequate system for measuring organizational performance as a factor for success in implementation of the strategy.

There are many reasons why companies are not able to respond to their expectations for performance. Research shows that for companies is very difficult to define strategy in the changing competitive environment and to execute it. In fact, the existence of a gap between the strategy and the actions at the operational level is the main problem for achieving high performance.

As a result of constant changes companies are facing with difficulty in achieving sustainable performance. They are forced to constantly look for new methods and ways to deal with the new trends. Many companies have trouble to transform their strategies into actions and to achieve good performance. To overcome this gap it is necessary to implement appropriate effective system for managing performance which can improve organizational performance. This raises the question whether it is necessary to develop a new system to measure performance? The answer for this question we should seek in the implementation of a more integrated approach within the management of performance. That would mean alignment of strategy with operational performance, reviewing the performance from multiple perspectives, and taking into account the factors and conditions that have contributed to achieving high performance. Many authors are dealing with this issue and to this point have developed several methodologies for measuring performance. Each one has a different approach and his own view in terms of measuring and managing organizational peroformanse.

Performance measurement and management systems are popular topics for the academics and business as well in today’s highly competitive and changing environment. These concepts are important because success and sustainability of the organizations depends on organizational performance and execution of the strategies. Managers are looking for the best approach to measure their organizational performance, so they can have a clear picture of the results. Academics on the other side are trying to find the appropriate model for measuring and managing of the organizational performance. But, as we can see from the literature and practices still exists some gaps in this field, beside the fact that a lot of authors are engaged in this field. The main issue is that the most of the researches are focused only on one aspect of the concept and only few of them are elaborating organizational performance integrated. For example many years the main focus for measuring and managing of the performance was only on the financial performance and accounting based performance measurement systems (Neely, 2002). In the early 1990s, academics are beginning to develop balance or multi-dimensional performance measurement frameworks (Bourne, 2000) which are taking into consideration few perspectives for measuring and managing organizational performance. Such as: customer perspective, perspectives of internal process, perspectives of learning and growth, different perspectives of the stockholders etc. Till now are developed over 20 different frameworks. Each of the framework taking elaborates one or more performance perspective of organizational performance.
The paper begins with a brief review of the academic literature of some central concepts related to organizational performance, performance measurement and management systems. After that it elaborates some models and frameworks for measuring and managing performance that are developed and implemented, such as Balanced Scorecard (Kaplan and Norton, 1992) and The Performance Prism (Andy Neely, 2001). It goes on with presenting of the research methodology that is conducted for this study. After that are presented the results of the research, that is conduct on the companies in Republic of Macedonia. Finally the last section concludes the discussion and placed future research questions.  
LITERATURE REVIEW
There is a relatively small agreementt between the authors in defining organizational performance. This is primarily due to multididisciplinary of the concept and the possibility to be reviewed from several perspectives. Organizational performance are the most important assessment (evaluation) criteria of the organization and its activities. The performance is a set of financial and non-financial indicators that provide information on the degree of achievement of objectives and results (Kaplan and Norton, 1992). Armstrong in his work performance management, performance defines as exercise of a task measured on the basis of certain known standards of accuracy, complexity, cost and speed (Armstrong, 2006, 3rd edition).

Multidimensionality of the organizational performance is a problem when they should be measured and when should be find appropriate ways and means for measurement. Measuring performance is the process of quantifying the efficiency and effectiveness of an action and decision (Wagoner, 1999). Measuring performance only provides data on whether and how certain activity performed, but this is not enough. What is needed is to know what to do with the data obtained from the measured performance. Performance management is a process that helps an organization to formulate, implement and change its strategy in order to meet the needs of stejkholedrite (Kurt Verveir, 2004).

Michael Amstrong performance management defines as Systemic process that can improve organizational perfromanse through the development of individuals and teams performance. It is a means of getting better results through understanding and managing performance. Also according to him, the management of performance is strategic and integrated approach that ensures sustainable success of an organization that focuses on improving perfromanse and employee development.

Mohran (Mohran 2003) performance management equates to managing the business. Performance management is the process of managing the execution of this strategy. Performance management is complex and covers every level of business ranging from development of the strategy to managing individual employees.

The purpose of performance management is to develop and improve the performance of individuals and teams, processes, activities, and therefore the organization. Performance management should focus its attention on those critical activities that if work well will lead to a competitive advantage and long-term growth. Strategy is a central element of any system for managing performance. The formulation and implementation of the strategy are two different activities. Achieving integration between long-term strategy and operational performance is critical for achieving success.

As we can see from the above, there are a lot of authors and definitions that elaborate the concepts of performance measurement and management. Firstly, all authors make a difference between performance measurement and performance management concepts. Neely defines performance measurement as the process of quantifying the efficiency and effectiveness of past action (Neely, 2002); Evaluating how well organizations are managed and the value they deliver for customer and other stakeholders (Moulin, 2003). Performance measures refer to the use of multi-dimensional set of performance measures (Bourne, 2003). 
On the other hand, performance management is defined as an instrument  for achieving better results in the organization, teams as well as individuals; A procedure of creating a shared version of what should be achieved; An approach to the management and development of people in the way that increases the accomplishment of the short and long term strategy; Process by which the organization integrates its performance with its corporate and functional strategizes and objectives (Bitici,1997); Strategic approach to management which provides managers, employees and stakeholders at different levels with instruments necessary in order to regularly plan, continuously monitor, periodically measure and review performance in organization.
Performance management system is one part of the performance management. It is define as a system which consists of components that are individual performance measures through which we describe the elements, their characteristics and relationships within examined model for performance measuring (Wagner, 2009). A performance measurement system is a system that provides a concise overview of performance through sets of (financial and non-financial) metrics that guide and support the decision making process of an organization. (Taylor, 2013)
Performance measurement and management concepts have become accepted approaches by the organizations. There are different approaches about the question what type of performance should company use and measure? Most of the traditional approaches are focused only on financial performance. Many authors (Dixon, 1990; Kaplan, 1986; Neely, 1995) cited a lot of reason why traditional approaches for measuring performance are not useful any more. They spent a lot of time and effort to redesign the old frameworks by adding new elements that integrate many aspects.  Modern approaches include performance analysis by means of creation of values for shareholders. And in the end comprehensive approach is strategy oriented and emphasizes use of non-financial indicators also.  A balance between internal and external measures balance between financial and non-financial measures (Keegan, 1989), balance between for perspectives for measuring performance of the balanced scorecard (Kaplan and Norton, 1992). Multidisciplinary of the concept is one reason why authors disagree on the definition of this concept. Kurt Verweire and Lutgard Van Den Berghe work in integrated performance management, and elaborate performance from 4 perspectives including: financial perspective, a control perspective, the perspective of operations and prospects of managing risk. Their performance management ensure sustainable success if it is integrated. According to Kurt Verweire and Lutgard Van Den Berghe, integrated performance management is "strategically aligned" performance management. This means that all processes and activities should be linked to organizational strategy. Integrated performance management itself integrates: direction and setting goals (mission, vision, and strategies), operational processes, and valves are for support, evaluation and control and organizational behavior.
The main question for the managers is what type of measure should company use and what type of performance measurement system is the best one? It depends of the organization. From the literature review and results of the research that are conducted for this issue we can conclude that every organization has different approach for measuring.  There is not a general framework for measuring performance. It do not exist. The performance measurement and management framework depends most of the strategy of the organization and it should reflect its objectives. 
RESEARCH DESIGN

The methodology used in this paper is combination of theoretical study with on-line research. In the theoretical study are identified the most important aspects that should be considered in the Performance measurement and  management concepts. The main definitions and aspects are elaborate from the most cited authors in this failed. The literature review is obtained from some of the papers that are published till now. Theoretical background that is presented is used like a basis for the practical research. 
An on-line research with structured questioner is used as research technique to identify and answer the main research questions that are connected with the main goal of this paper to identify the current state of performance management systems in selected companies in Republic of Macedonia.  24 companies of different industries from Republic Macedonia are previous selected taking into consideration some characteristics of them like number of employees, type of industry and turnover. In terms of number of employees the research is conduct on  6 companies with up to 10 employees (micro enterprises) 7 companies between 11 and 50 employees (small firms), 3 companies between 51 250 employees (medium enterprises) and 7 companies with over 250 employees (large firms). Most of the respondents are businesses in mainly private ownership with a  domestic investor  (52.2%), while in 21.7% of the enterprises are companies in private ownership but owned by a foreign investor and a dominant private ownership of a number of small owners. Only one response is from a business entity in public ownership.
The main goal of this paper is to identify the current state of performance measurement systems in the selected companies in Republic of Macedonia

· Whether they had a performance measurement system

· What type of performance measurement system is used by the Macedonian companies

· To determine what type of performance they measure

· To determine what type of date source are using

· To determine the features that have to be in the future to design effective PMS

RESULTS AND ANALYSIS

In this part of the paper we will present the results obtained from the conducted research on the companies in Republic of Macedonia. We must stress that this is a pilot research and it is a basis for future researches. First question for the companies is: Whether they measure performance in their organization? 19 of the 24 respondents or 82.6% respond affirmative on this question. Only 13% said that they do not measure their performance.

When it comes to the types of performance that is measured in companies in the country, the survey showed that 81% of the companies measure financial performance, which means that most of the Macedonian companies still pay attention only to the traditional method for measuring performance. Further important are employee performance with 71.4% and sales performance – 61,9 %. From this we can conclude that Macedonian companies are not interested to measure non-financial performance and are increasingly targeted to the financial performance.

We can see the other results in the following table:

Table 1: Type of performance measured in companies in Republic of Macedonia
	Type of performance
	Number of companies
	percent

	Financial performance
	17
	81%

	Performance of the employee
	15
	71.4%

	Sells performance
	13
	61.9%

	Performance of the investments
	8
	38.1%

	Operational performance
	8
	38.1%

	Marketing performance
	3
	14.3%

	IT performance 
	3
	14.3%

	Performance of the innovation
	3
	14.3%

	Other
	0
	0%


Source: Research of the authors
One of the most important issues of this research is associated with the method of measuring performance in the Macedonian companies. According to the responses, most of the Macedonian companies (78.3%) are measuring performance separately for each unit. This means that they measure the performance separately of the production, marketing, finance etc. From this we can conclude that in the most of companies there is no integrated way of measuring organizational performance, i.e. measuring the overall organizational performance. This represents a significant indicator of further research and the possibility for implementation of an integrated performance measurement system. Only in one company of the selected companies, measuring performance is automatic process. Further the results show that Macedonian companies measure their performance only internally.  None of them do not measure performance with the assistance of some external experts.
To measure performance, most companies in the country (60%) data from internal integrated database, and 35% have their own applications for business intelligence. The results regarding this issue are presented in the following graph and table.
 Table 2: Date source for measuring performance in companies in Republic of Macedonia
	Type of date source
	Number of companies
	Percent 

	Integrated internal data base
	12
	60%

	Own application of business intelligence
	7
	35%

	surveys, focus groups, field research etc.
	1
	5%


Source: Own research of the authors
The next questions are related to the conditions and possibilities for implementing a system for measuring and managing performance companies in the Republic of Macedonia. The purpose of these questions is to determine at what stage are companies regarding this concept, and determining benefits that we expect to receive from implementation.

When it comes to the concept of performance management, most of the Macedonian companies are in the stage of application of this concept (47.6%) and 19% are under the definition of the concept. These are positive results for this concept, which means that Macedonian companies have already started to pay attention to this concept. Unlike them, 23.8% have no plans to implement the concept of measuring and managing organizational performance. The results are summarized as follows:
Table 3: Phase of the implementation of the concept in companies in Republic of Macedonia
	Phase
	Number of companies
	Percent

	Phase: definition of the concept
	4
	19%

	Phase: Experimental implementation, to design future solutions
	0
	0%

	Phase: Implementation of the concept
	2
	9,5%

	Phase: Implementation 
	10
	47.6%

	No plans to implement the concept
	5
	23.8%


Source: Own research of the authors
Next question that is researched is about the biggest challenges that companies in Republic of Macedonia are facing when we talk about the implementation of the performance measurement and management model. The results regarding this issues are presented in the following table:
Table 4: Challenges for implementation of the concept in companies in Republic of Macedonia
	Challenges (barriers)
	Number of companies
	Percent

	providing real data / information
	11
	47,8%

	coordination between departments
	11
	47,8%

	selection of Key indicators of performance
	10
	43,5%

	implementations and integration of technology
	6
	26,1%

	alignment of strategy with operational level
	6
	26,%

	Cultural resistance and fear of change
	5
	21,7%

	encouraging customers to use the solutions
	4
	17,4%

	develop effective initiatives
	4
	17,4%

	reluctance to share data
	1
	4,3%


Source: Own research of the authors
From the table we can see that the respondents believe that the biggest challenge for companies is to provide real data and information needed for the measurement and management of organizational performance. Also, the coordination between the various departments in the companies can be one of the most significant barriers for successfully implementation of the performance measurement and management system. Next problem can be the selection of key performance indicators. It is difficult for the companies to select real key performance indicators. The indicators are not just a formula. They should be defined more specifically.This is especially difficult for companies because there are a number of indicators that can measure performance, but from all of them should be identified those most important for the company and the ones that will give a clear picture about the whole work of it.

In terms of the benefits that companies expect to receive from the implementation of the performance measurement and management system, the results are presented in the following table:
Table 4: Benefits of the implementation of the concept in companies in Republic of Macedonia
	Benefits
	Number of companies
	Percent

	better visibility into business
	      17
	73.9%

	efficient processes
	13
	56.5%

	revenue growth
	11
	47.8%

	faster response to changes occurring
	10
	43.5%

	better coordination between groups / teams
	10
	43.5%

	an increasing number of consumers
	9
	39.1%

	better execution of strategy
	8
	34.8%

	better strategic planning
	7
	30.4%


Source: Own research of the authors
According to the results most of the the respondents (73.9%) expect to gain better visibility of their business.This would mean that companies are interested at any time to obtain information on the achievement of goals and implementation of the strategy. They want at any time to know whether and how well they perform the activities Also, companies are interested to know  the reason why the strategy is not execute and to be be able to take corrective actions about that. Also respondents expect performance management to provide efficient processes (56.5%), revenue growth (47.8%) and to enable faster to react to changes occurring and to ensure better coordination between groups and teams (43.5%). Overall, 78.3% of the respondents respondents believe that the implementation of the performance measurement and management system can improve their organizational performance on long-term. 
DISCUSSION CONCLUSION
From the presented literature review we can conclude that almost all authors stress the important for implementation of performance measurement and management system in the organizations. Most of them are for balanced or integrated approach for measuring organizational performance. After analyzing the results obtained from the pilot research and the theoretical review we can conclude that most of the companies in the Republic of Macedonia measure financial performance, and a smaller percentage of them beyond financial measure and non-financial performance. Respondents believe that the employees, organizational culture and technology are the main determinants for achieving high performance. Most of the companies surveyed are already in the implementation phase of a concept for measuring performance and believe that it can contribute to achieve high performance. Macedonian companies measure performance for each unit separately. They are aware of the benefits that they can get if implement performance measurement system. Date that they use are from own integrated database. From the implementation of a system for measuring and managing organizational performance, managers expect better visibility of business processes, more efficient, revenue growth, better coordination between departments and quicker response to changes that occur.

The general purpose and benefit of an effective performance measurement system is that it acts as a mechanism to monitor operational performance.
Based on the above discussion, it is clear that performance measurement systems can enhance an organization’s performance and change its overall way of thinking. Rather than the traditional focus on financial results, operational performance measures direct attention to areas such as customer results, process results, and employee learning and growth results. This balanced view of the organization allows managers to proactively manage operational efficiency before it impacts financial results, to understand the organization’s operational health relative to other companies, and to continuously improve operations going forward.

Limitations from this study results from the small number of companies on which findings are based. We can take this as pilot research work. Thus, further deep research should be conduct to specify and verify the results obtained from this research. The contributions of this paper is in researching of the general perspective of the performance measurement and management systems and gaining results for future deep research. One of the potential researches that can be done in future is about the type of performance measurement system that will be the most convenient for Macedonian companies. Other researches can be done in the area of factors and limitations that influence in implementing performance measurement systems. 
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