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Abstract

The presented paper discusses the theoretical issues concerning the development and implementation of the Balanced Scorecard.
Thus, the briefly literature review in this research area is provided. Following this, on the basis of the general model, there were
developed pattern cards tailored to the needs of passenger transport companies performing at Polish market. The directions for
further research work are defined.
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1. Introduction

Today, the passenger transport sector puts higher demands for companies providing transport services. Increasing
competition, unfavorable changes in the environment (e.g. additional charges resulting from the gradual introduction
of EU regulations), increasing consumer expectation in the areas of used infrastructure (both vehicles and parking
places — railway stations, bus stops), and provided additional services (wireless network availability, electronic
ticket introduction), as well as the implementation of the basic transport postulates (travel time, convenience, cost
and security) are forcing transport companies strive for organizational efficiency achievement. At the same time,
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Nomenclature

BSC  Balanced Scorecard
KPI Key Performance Indicator

transport companies are facing today with many problems in the area of assessing main processes performance level
in relation to the defined organizations’ strategic objectives [3, 14, 26].

These enhanced passengers’ preferences, as well as the modification of the subjective business structure of road
passenger transport companies make that the large transport organizations are forced to change their strategy and the
method of strategic aims implementation into operational performance level. At the same time, it is possible to use
several approaches in the process of supervising the level of transport systems performance. The basic strategic
management methods can include mainly [24]: ADL Matrix, Matrix of Hofer and Schendl, McKinsey’s Matrix,
BCG method, SPACE method, or SWOT analysis. Another option is Balanced Scorecard use, proposed by the
authors Robert Kaplan and David Norton [11]. The main issue of the BSC is to link business strategy with company
operational activities. This is done by using metrics that indicate both, the implementation degree of adopted by the
organization strategy, and the relationship between the operational activities and the company’s goals [27]. Thus, the
BSC method does not rely on measuring whether the company and its employees perform their tasks well. It gives
the ability to check whether the performed tasks support the implementation of organization’s strategy.

Following this, the main target of this paper is to discuss the guidelines for the development and implementation
of the Balanced Scorecard concept. On the basis of the general model, there are to be developed pattern cards
tailored to the needs of passenger transport companies performing at Polish market. Thus, in the next Section, there
is provided a briefly literature review in the investigated research area. This gives the possibility to present the
Balanced Scorecard model adjusted to the Polish passenger transport sector. The developed model bases on the case
company main goals and defined strategy and is dedicated for large transport companies pursuing similar types of
business objectives. The work ends up with summary and directions for further research.

2. Balanced Scorecard in the area of passenger transport performance - literature review

Balanced Scorecard is one of the modern business management concepts, which provides a methodology for
organization’s strategy definition. BSC is the basis for strategic controlling in enterprises [10]. This method allows
to translate the strategy, mission and vision of the company into operational activities by defining the objectives and
measures in the business four perspectives [11]: financial perspective, customer perspective, internal processes
perspective, and growth and development perspective. Achieving the consistency and balance of objectives, actions
and results in these four areas allows for delineation and implementation of organization strategy as a whole [6].

The financial perspective is to examine the whole company’s finance area. It enables monitoring of the
implementation of the planned financial objectives (e.g. the amount of income, return of capital) using measures that
simultaneously evaluate a company’s financial condition. The customers’ perspective allows to determine the
sources of the current company’s market position and examines customer satisfaction. The internal processes
perspective determines the most effective actions. As the part of the BSC, internal processes are classified into three
groups: innovative processes, operational processes and after-sales service processes that create value chain. By
contrast, the research and development perspective examines the company’s availability for innovative changes. It
allows to find and exploit growth opportunities by investing in resources that the company has or intends to acquire.

On the other hand, the authors H. R. Friedag, and W. Schmidt in his work [5] proposed a broader look at the
BSC, recognizing that any company can create more than four fundamental perspectives. They defined in their work
also the competition perspective as an element that enables the achievement of the defined goals.

The issues related to the design and implementation of the BSC method are widely analyzed in the literature. The
interest in the implementation of the BSC method can be seen both, in the private sector and in the case of local
government units (see e.g. [22]). A comprehensive review of the literature in this research area, including 181
articles published in the period 1992-2011, was presented in [9]. The literature review included a description of the
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discussed issues, theoretical basis, applied research methods, and data analysis techniques. Based on this, there are
indicated existing gaps in the research area allowing to define the directions for future research tasks.

One of the first work devoted to the BSC method in the area of transport companies performance is [18]. The
author presented a proposal of BSC card to evaluate the level of performance of public transport systems, indicating
the evaluation measures in the three main areas: efficiency, effectiveness, and prospects for the impact of realized
transport services on the environment. On the other hand, the author in [23] focused on the presentation of
procedures to develop and implement BSC method for public transport companies. In the work there were presented
the examples of BSC cards for department of purchases of local self-government non-profit unit serving the local
public transport system for the agglomeration of Ann Arbor-Ypsilanti (The Ann Arbor Area Transportation
Authority). This problem was continued in [25], where the author proposed the BSC card for the public transport
system functioning in Jakarta. Urban transport system was also analyzed by the authors of works [19, 20]. The main
goal of these works was the use of the BSC method in the area of sustainable transport system performance in
Singapore [19] and in Mauritius [20].

The next year, in [24], the authors present the perspectives of BSC implementation in companies from the TSL
sector, together with the example of the overall analysis performance. They continue considering the possibility of
using the BSC method to measure participation and the impact of the implemented ERP systems on the
implementation level of company’s strategic objectives, given in work [2]. In contrast, the authors of [1] presented
the possibility of applying the BSC method in the management processes of transport companies in relation to the
specific transport services and reduction of business risk level. In 2012, the authors in [21] proposed an approach of
BSC implementation for 3PL logistics service providers. Moreover, in [27], the authors presented the objectives and
measures of BSC for a transport company providing freight transport services. The study focused on the
presentation of the possibilities of using computer software Result Scorecard based on the BSC to monitor the
organization’s strategy. In [10] the author presented the BSC method for a company providing international freight
transport services. Based on the development of the strategic objectives of the company, and with the use of strategy
maps, he developed a strategic scorecard and assessed the effectiveness of the implementation of the controlling
system in the audited company.

Simultaneously, there can be found in the literature the studies of BSC method development for rail transport
companies (see e.g. [4, 15]), seaport management companies (see e.g. [8, 17]), and air transport services providers
(see e.g. [16]).

To sum up, the presented literature review confirms that in the different modes of transport the implementation of
the BSC method has contributed to the improvement of the organization processes. Thus, the authors conducted
preliminary interviews with senior managers of large enterprises from road passenger transport sector. The research
regarded to the identification of managers’ needs for information associated with the identification of the degree of
implementation of the adopted business strategy. The opinions expressed in the views prevailed that the boards of
these companies do not currently have the tools that enable them to clearly assign actions in order to reach their
goals and the subsequent monitoring of the degree of their implementation. The only area that is currently subject to
control is the finance section. Representatives of the managers are aware that such a narrow perspective of their
business strategy evaluation is inadequate to verify the actual efficiency and correctness of the business
performance.

3. Balanced Scorecard adjusted to the Polish passenger transport sector
3.1. Case company characteristic

Application of Balanced Scorecard to improve the management process will be discussed on the example of the
passenger transport company. The analyzed carrier is a large transportation company providing services both, in the
communication of regular regional and national level and in irregular communication (commissioned). It is a limited
liability company, whose majority shareholder is the State Treasury. This main shareholder now has a 55% stake in
the company. Another big shareholder is a partnership, which owns nearly 35% stake. The remaining minority stake
have outside investors — including employees of the company.
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Until recently, the performance of the carrier focused primarily on the implementation of transport within
scheduled services commissioned by public transport organizers. However, in the face of increasing competition on
the passenger transport market, especially from small carriers offering fleet of smaller capacity [13], the company
commenced intensive efforts to acquire the additional transport orders. These orders apply to both regular service
(e.g. transport of workers for regional companies, transportation for schools) and one-off orders (vehicle rental with
service). Competing in open tenders and competitions meant that the company had to revise its current model of
business. The change had to be connected not only with freight management system, but also it should regarded to
the philosophy of customer service, fleet management and cost management.

In the face of the new requirements of the market and because of the difficult current situation of the carrier, the
new Chairman of the Board started in 2013 to restructure the company, which was completed successfully in 2015.
As a result of the restructuring process, the Management Board of the company has decided to:

replacing the parts of vehicles from owned fleet and striving to harmonize the fleet due to the brand,

sale of the selected buildings and perform major renovation/reconstruction of operated and maintained buildings,
provide continuous improvement of the quality of provided services,

diversify of performed operations.

Before the restructuring process implementation, the management model of the audited enterprise did not assume
any solutions that use the concept of “learning organization”, or the philosophy of “continuous improvement”.
Currently, the Management Board of the company strongly directs the processes of continuous improvement of the
organization. For this reason, it cooperates with one of the universities in order to improve the personnel
management system, and hires new employees whose job is to audit the processes in terms of their possible
improvement. It should be noted, however, that the company lacks a well-defined and implemented measurement
system, which could be used in both the processes of planning and control. The monitored and controlled indicators
are currently presented in the Table 1.

Table 1. Key Performed Indicators monitored in the case company.

No. Notation  Definition Characteristic
1. KPI1 Turnover rate Monitored on a monthly, quarterly and annual basis.
2. KPI2 Profitability of connections Profitability is measured taking into account the following parameters: the amount of km

driven, the amount of realized connections, the average number of passengers on the
course. The profitability is calculated for the individual courses and for the route. The
final evaluation of the profitability refers to the direction, and not to the individual
courses. Profitability is calculated for routes implemented within the regular public

transport.
3. KPI3 The global costs of business Overall costs incurred in connection with the performed business activities that are the
activity basis for determining the amount of earned profit.
4, KP4 Maintenance costs per At the end of the month service station is required to specify the amount of the costs
vehicle attributable to the global maintenance of their own vehicle fleet.
5. KPIS The average takings per At the end of each month there is determined the average takings per courses done in a
connection given direction.

Source: Own contribution based on company’s internal materials.

The analyzed so far indicators do not meet the expected role. The defined measurement system is focused only on
a financial gauges. It lacks the tools to monitor the level of logistics, efficiency of processes in the company, or
indicators mapping the development process of the organization. So established measurement system also cannot
monitor the degree of implementation of the company’s defined strategy. On the contrary, it focuses exclusively on
the financial perspective, which may lead to improper management decision making. Adopted by the company’s
strategic objectives are focused on increasing revenue by improving the quality of transport services and on
reasonable business operations. Implementation of such selected tasks can be negatively represented by the current
measurement system. For example, the constant improvement of the quality of services requires the development of
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additional services, equipment, or vehicle monitoring systems. These tasks will increase the cost of investment in
the areas of vehicle equipment and IT systems, and will be translated into an increase in the global costs level.

Currently adopted by the company operating strategy involves significant capital expenditures, whose effect will
be possible to register after a certain period of time in the form of increased turnover. Thus, the current accounting
result, taking into account the turnover at current levels and raised overall costs associated with these activities, will
be evaluated negatively.

The current measurement system is also directed primarily to monitor the performance of a regular public transport
services. Recorded turnover is of a global nature, which does not represent the profitability of each of company’s
activities. This makes it impossible to track the current share of diversified transport services provided to distinguished
actors (in the division by public transport — commissioned transport). The profitability measure of performed transport
services also applies only to connections resulting from public transport organizer orders. Thus, there is no possibility
to evaluate the actual profitability of orders, with the assigned total costs associated with their implementation.
Meanwhile, commissioned transportation increase their percentage of the portfolio of services and are an increasingly
important element of implemented strategies. Moreover, none of the previously monitored indicators refer to the
effectiveness of the fixed assets use, e.g. of the property. The costs associated with their use are hidden in the cost item
of global operations, but there is no possibility to measure the effectiveness of their operation. Thus, it is impossible to
control the implementation level of rational management of company’s properties.

3.2. Preliminary assumptions for conception of Balanced Scorecard model for transport sector

Balanced Scorecard in each case is developed uniquely for a particular organization. This is mainly because as an
instrument of implementation of the strategy, it takes into account only the appropriate internal factors, as well as
present opportunities and threats [22]. The authors, however, decided to try to create a BSC pattern for a specific
group of companies, taking into account the specificity of the analyzed sector, and assuming similar organization
characteristic of the entities.

First of all, it should be noted that the passenger transport companies are not classic economic organizations,
whose activity is focused primarily on maximizing profits. They perform a social function, providing services in the
context of public transport. This does not mean, however, that the attention of managers cannot be aimed at
increasing the profitability of the business. It can, but through the development of services in the transport sector and
commissioned rational minimization of operating expenses. In this case, the savings should be sought primarily in
the decisive elimination of waste occurrence. In any case, the minimization of the costs cannot influence the level of
transport services performance.

The road passenger transport companies, in order to meet the challenges of the market and modern trends of
management, take the toil to transform into a self-learning organizations. This is the right concept, given that
carriers are forced to continuously improve the organizational and technological development so as to meet the
expectations of passengers and encourage them to use public transport services. The turbulent passenger
transportation market also makes a task of strategic importance connected with learning from completed
transformation process in order to be better prepared for the next challenges. Balanced Scorecard supports the
process of strategic learning. At the same time, for the current conditions of road transport operation, it is enough to
implement a learning concept on the basis of a single loop performance [7]. The Board and management staff of the
transport company should in fact work on improvement of processes and focus on the ability to detect and correct
errors in relation to a given set of operational standards, laws, values, assumptions that guide organization system. It
is impossible to implement in the current transport systems recommended by Kaplan and Norton learning concept
that bases on the principle of double loop [12]. It assumes in fact impeachment of the norms and regulations, which
in the case of public transport sector is currently unrealistic.

3.3. Balanced Scorecard model for Polish passenger transport sector — conception
The analyzed company is the representative of group of carriers representing a large share of entities providing

transport services on the Polish territory. The specificity of the company’s management, placed challenges and
problems occurring in the business are characteristic for this group of companies. Therefore, on the basis of the
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conducted research, it is possible to prepare a standard model of balanced scorecard being tailored to the needs and
characteristics of large road passenger transport enterprises. This model takes into account the general strategic
guidelines for activities conduction related to the transport of passengers performance. Therefore, after an
appropriate adjustments to the needs and situation of a particular carrier, it can be modified and used by most
companies in the investigated sector.

Specific objectives adopted in a developed BSC pattern are universal, but take into account the specificity of the
large carriers performed at the Polish market. Until recently, these companies operated primarily in the area of public
transport. Currently, carriers are looking for new sources of income in the area of commissioned freight services, and
irregular transport servicing (employment and school buses). These operations are more profitable and allow the
company to further development. Transport requirements imposed by these services are also the basis for changes in
the quality of services and processes continuous improvement. The importance of this new business orientation is
clearly mapped in the proposed model, both in the form of the set of specific objectives, as well as accompanying
measures. There is a clear division into two parallel forms of business — regular services and commissioned services.
During the development of measures dedicated to monitor the level of business strategy implementation, there was
taken into account the specific nature of transport processes. However, in the case of the universal nature of certain
defined specific objectives, especially regarding growth prospects, the proposed measures are of a general nature.

During the development of BSC model, there was pointed out that passenger transport company should focus
primarily on the customer perspective and should improve its internal processes performance in order to be able to
fulfill the social objectives. Financial goals should be achieved primarily through the elimination of waste and
efficient use of resources.

Presented in the Table 2 model that includes specific objectives and the proposed measures is an example of the

identification scope prepared on the basis of the data obtained from the audited company and sector analysis.

Table 2. The proposed model of Balanced Scorecard.

543

Perspective Detailed goals Proposed indicators Indicators characteristic
1 2 3 4
. The analysis will be subject to the total number of executed
Increasing market . . .
orders executed, divided into renewed (continued) orders and
share through A whole number of orders .
L obtained new orders. There should be also compared the part of
acquisition of . . . .
- . The number of new orders public transport in relation to the desired level of current
additional orders in . . .
commissioned transport services. The expected result will be the
regular and Percentage share of orders both ) 7 o R
. . . increasing of percentage of commissioned transport services
irregular public and private X e e
L with maintaining a minimum number of courses on the routes
communication .
served by public transport.
Here, there will be monitored a number of complaints in the
The number of reported claims current period to the number of complaints in previous years. At
Increase passengers ~ and complaints in relation to the same time, analysis can be extended to the classification of
satisfaction with the ~ Previous years complaints to individual groups — a complaint to the driver, the
quality of services The share of complaints relating vehicle, punctual transport, etc. The comparative analysis of
Custome.rs to the driver/vehicle/punctuality these indicators in future periods will reveal the effectiveness of
perspective measures taken to improve the carrier performance level.

Increase customers
loyalty

Improving
communication
with passengers

The number of renewed contracts
for additional transport services
performance (beyond the
timetable)

The number of reported
complaints concerning the lack of
or incorrect information

Total investment in passenger
transport systems

This indicator is to be supplementary input information for the
first group of indicators. The attention in this case is paid on the
renewing of additional orders, which reflect the assessment of
the quality of carrier services.

The first indicator is supplementary to measurements carried out
under the “Increase passengers’ satisfaction with the quality of
services” issue. The company’s actions should be aimed at
reducing the number of complaints relating to passenger
information. The second indicator should reflect the
improvement of information systems, as well as it should give
the possibility to assess the effectiveness of investments taken in
relation to the assessment of service quality.
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Continuous of the Table 2

4

Internal
processes
perspective

Financial
perspective

Improving the
process of
preparing the
services of
additional orders

Improving the
quality of review
process of claims
and complaints

Improving the
quality of services

Diversification of
activities aimed at
increasing revenues
from additional
orders performance

Increasing the
degree of use of its
properties

Increasing the
profitability of
services within
scheduled services

Reducing costs
associated with the
operation and
maintenance of
vehicles

Average time of offer preparing
(for the inquiry and announced
tenders)

Percentage of tenders being won

The average time from the
submission of the complaint until
its consideration

Percentage share of
complaints/claims processed in
favor of passenger

Percentage share of
complaints/claims deemed
unfounded

The number of canceled courses

Punctuality of transport services
performance

Number of implemented
improvements

Revenues from additional orders
made within scheduled services
(transportation of employee,
school bus) and vehicle rental

Revenues/costs from station
space rental

Revenue/costs from services
provided by the vehicles
maintenance station

The average level of operating
costs related to operating any
connection

The profitability of individual
courses within scheduled services
divided into routes

The average cost of vehicle repair
/renovation/maintenance

The average level of combustion
of fuel per vehicle

The average number of failures
per vehicle

Due to a new experience in the area of tenders’ offers
preparation, management attention will focus on the time
required to prepare the documentation that will reflect the speed
of response to emerging business opportunities. Shortening the
time cannot be at the expense of the quality of prepared papers.
Hence, a complementary indicator is aimed at monitoring the
effectiveness of the measures taken.

The speed of company response to emerging complaints will be
decided on the final assessment of the customer service level by
the passengers. The accompanying pressure of time cannot affect
the preciseness of the reasonableness of reported complaints. For
this reason, measures aimed at shortening service time must be
supported by indicators that monitor the effectiveness of the
analyzed complaints.

Recommended measures of achieving the objective are classic
indicators relating to the assessment of the quality of transport.
At the same time, the carrier as a learning organization should be
set to the number of improvements implemented in subsequent
periods. The combined analysis of all three indicators will show
the effectiveness of the improvement activities.

Transportation services being commissioned by the private
organizers constitute an additional source of income for carriers.
Thus, the business activity of transport companies should
therefore be focused on constant increase of income from this
operational tasks performance. Comparative analysis of the
subsequent periods will show the effectiveness of performed
operations.

Large companies have the additional infrastructure, which until
recently provided services mainly to the company. Strong
business orientation of the carrier should be expressed also in
increasing its revenues from the use of its property, so that
conducted ancillary activity is kept at a certain level of
profitability. Otherwise, these indicators should provide a basis
for the decision to resign from this business activity.

Due to the increasing share of individual communication in
regional transport market, some of the courses, and sometimes
even entire route, cease to be profitable at a given level of ticket
prices. These indicators should provide information about the
need to reduce the costs of transport at the chosen route (e.g.
through the selection of smaller vehicles) or having to give up
from some courses providing.

Driving down costs associated with the maintenance and
operation of vehicles is largely due to the fact that a significant
part of the transport fleet of large carriers are to be the vehicles
over 1015 year-old. Representation of the maintenance costs of
oldest buses should be incentive for managers to replace them by
a newer fleet. The defined goal reflects a new pro-quality
approach to its operations by carriers. A newer transport base
gives the possibility to raise the standard of services.
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End of the Table 2

1 2

3

Increasing the
efficiency of
drivers

5

Increasing workers
skills

Research Attracting new and
and maintaining highly
development  gualified/
perspective  experienced staff

Improving IT
systems supporting
the management
and operation of
passenger

The proportion of the drivers
being in an availability state
without driving

Number of training per employee

Number of acquired permissions/
certificates per employee

The level of annual expenditure
on staff training

Percentage share of individual
groups of employees according to
the criterion of education and
work experience in the enterprise
(sector)

Expenditure on the development
of systems supporting the
company’s management and
passenger service

Number of purchased software
licenses

Number of implemented IT

Due to the lack of currently automating processes related to the
implementation of transport services, the company’s employees
are its primary and most valuable resource. Especially driver
constitute the showcase of the transport company. Development
of qualifications and skills of human resources is now a matter
of priority, primarily because of the declining trend at Polish
market of drivers.

As with other sectors, the development of transport companies is
also dependent on the development of IT infrastructure. Growing
expectations of passengers on services accompanying the
transport that facilitate the use of carrier services, exerts
significant pressure investments in this area. At the same time a
greater need for analytical managers related to, among others,
the diversification of its operations imply the development of

. s . ERP systems.
innovation in passenger service

In the most of large passenger transport companies, their strategy is described in the form of some general
assumptions. There is a lack of its specification in the form of measurable goals set for individual areas of activity.
Thus, the presented BSC model is a pattern that is aimed at suggesting managers which areas requiring clarification
and expression in the form of indicators. It should also help to understand and appreciate the idea of BSC as a tool,
which is to support companies’ activities. The lack of such understanding can be a significant barrier to the
implementation of this concept. It is also important to convince other employees to the benefits generated by the
BSC model implementation. Employees being unprepared for its implementation, see no justification for the
investment of time necessary to develop and implement of BSC in their company. In the described group of
companies this will be particularly difficult. In the majority of carriers, the large part of the employees are workers
with 10-20 years of experience, accustomed to the “old” management model. Thus, letting the BSC implementation
relay solely on the training and communication campaign (recommended in the literature) cannot be very effective.
Based on the interviews conducted with senior managers, it seems to be reasonable to link the implementation of the
BSC with a dedicated incentive scheme for employees of the company. The implementation of the incentive system
based on the BSC results will make every employee being aware of the personal benefits from their extra effort
associated with the implementation of corporate strategy. That’s every employee in the enterprise decides whether
the strategy defined by the Board is realized or not. Noticing that by the management staff and taking it into account
in the managed process requires culture change from the current carriers, but also contribute positively to achieving
the objectives set by the BSC.

4. Summary

The presented above elements of the BSC are only some proposals corresponding to the general trends of
changes and strategies currently being undertaken by the companies in the road passenger transport sector. Through
its universal nature, they can be stated as a model/guideline for individual BSC card developed in practice by the
carriers, but only at the initial stage of their operation. As it has been already explained above, the complete
preparation of the Balanced Scorecard enforces its individual character adapted not only to the general conditions of
the sector, but above all to the potential of the company performance.

545
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The given results represent a fragment of the authors research work leading to the development of a model
solution for controlling system dedicated to the needs of road passenger transport companies. Further research work
will be directed to analyses and evaluation of the possibility of using other analytical tools in the developed model
and their adaptation to the requirements of the investigated transport sector.
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