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Abstract: Organisations like Thessaloniki Port Authority and its Free Zone, more or less, face several obstacles in their effort to develop performance measurement systems that deal with all issues important to be measured. What is really needed, therefore, is a system that would, first of all, balance the historical accuracy of the financial measures with future performance, while, secondly, assisting a given business organisation in implementing its diversified strategies. The Balanced Scorecard (BSC) is a tool capable of providing a solution to both aforementioned issues. It can do so by forming a system of measurement that is in a position to retain traditional financial measures while adding up the prospects of the current and future value of a company, that is its customers (users), providers, employees, technology, innovation, and internal processes. Furthermore the BSC consists of a measurement of vital importance concerning the ensuring of security of the infrastructure in question, as this issue is considerable for its proper operation and competitiveness.   
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1. INTRODUCTION

It is has become evident that for business organisations and activities in today’s fast changing and highly competitive environment, it is imperative to devote a significant amount of their time, energy as well as human and financial resources in order to evaluate and measure their efforts to achieve their expressed strategic goals. It is also safe to assume that one could include the Free Zone in the Port of Thessaloniki within this framework of business activities, the operation of which falls under the jurisdiction of a certain business organisation, namely the Thessaloniki Port Authority S.A.. Organisations, however, more or less often, face several obstacles in their effort to develop performance measurement systems that deal with all issues important to be measured. What is really needed, therefore, is a system that would, first of all, balance the historical accuracy of the financial measures with future performance, while, secondly, assisting a given business organisation in implementing its diversified strategies.

The Balanced Scorecard (BSC) performance measurement system is a tool capable of providing solutions to both aforementioned issues. It can do so by forming a system of measurement that is in a position to retain traditional financial measures while adding up the prospects of the current and future value of a company, that is its clients (users), providers, employees, technology, innovation, and internal processes. However the implementation of BSC via its functions promotes free and fair trade as greater economic freedom is ultimately inseparable from political liberty. In order to achieve the mentioned goals, the notion of international security plays a vital role to the operation of port infrastructure. In recent years the world has witnessed the growing importance of a set of opportunities and challenges that influenced the national and international implications of globalization. Nevertheless, in the twenty first century the balance of global power rests squarely in the hands of western open societies. By their nature, however, open societies and infrastructures like ports are uniquely vulnerable to an escalating form of asymmetric political violence. This phenomenon has various dimensions. It’s called terrorism, illegal sea borne immigration, transnational maritime criminal threats and cargo theft. Those perform these type of activities deploy fear to shatter the prevailing sense of security. It is crucial to underline that safety and economic security of Greece heavily depends upon the secure use of its ports.

2. PERFORMANCE MEASUREMENT SYSTEM: CONCEPTUAL FRAMEWORK

“Man is the measure of all things, but it matters greatly what he measures” (Stanley Mott, in James Michener’s Space, 1986).

Performance Measurement: It is the process for the quantification of the efficiency and the effectiveness of the several activities. In essence, it is a method for the evaluation of the progress towards the achievement of the expressed objectives, and includes information on the following issues: 

· Effectiveness with which the business resources are transformed to goods and services (outputs).

· Quality of those outputs.

· Effectiveness of the business processes, in terms of their particular contribution to the success of the expressed objectives of the activities.

Performance measure: A quantitative or qualitative characterisation of performance. It is an index which is used to quantify the efficiency or the effectiveness of the activity.

Performance Measurement System: Is the sum of measures, processes, standards and tools (performance questionnaires, performance information systems, glossary of terms and concepts), used to quantify the efficiency and effectiveness of activities, to monitor them, to report them, to evaluate them and to improve them. Thus, a Balanced Scorecard is a system of performance measurement that encompasses all of the above.
.

3. THE THREAT TO MARITIME SECURITY

The international maritime industry is characterized by the complexity and ambiguity which are the hallmarks of today’s maritime security environment. Terrorism has significantly increased the nature of the non-military, transnational and asymmetric threats in the maritime domain that each state must be prepared to counter. Unlike traditional military scenarios in which adversaries and theatres of action are clearly defined, these non military, transnational threats often demand more than military action to be defeated. 

Unprecedented advances in telecommunications and dramatic improvements in international commercial logistics have been combined to increase both the range and effects of terrorist activities, providing the physical means to transcend even the most secure borders and to move rapidly across great distances. Adversaries that take advantage of such transnational capabilities have the potential to cause serious damage to global, political and economic security.

3.1   Terror threat

Non – state terrorist groups that exploit open borders challenge the sovereignty of nations and have an increasingly damaging effect on international affairs. With advanced telecommunications, they can coordinate their actions among dispersed cells while remaining in the shadows. Successful attacks in the maritime domain provide opportunities to cause significant disruption to regional and global economies. Today’s terrorists are increasing their effectiveness and reach by establishing links with other like-minded organizations around the globe. Some terrorist groups have used the international shipping industry to transport operatives, transport logistical support, or to generate revenue. Terrorists have also taken advantage of maritime smuggling networks to circumvent border security measures. The maritime domain presents not only a medium for transportation, but also a broad array of potential targets that fit the terrorist’s operational objectives of achieving mass casualties and inflicting catastrophic economic harm.

3.2    Illegal Sea Borne Immigration

International migration is a long – standing issue that will remain a major challenge to regional stability, and it will be one of the most important factors affecting maritime security both for the near and distant future. The potential for terrorists to take advantage of human smuggling networks in an attempt to circumvent border security measures cannot be ignored. As security in ports of entry, at land-border crossings and at airports continues to tighten, criminals and terrorists will likely consider our relatively undefended coastlines to be less risky alternatives for unlawful entry into Greece.

3.3   Transnational Maritime Criminal Threats 

The continued growth in legitimate international commerce in the maritime domain has been accompanied by growth in the use of the maritime domain for criminal purposes. The smuggling of people, drugs, weapons and other contraband pose a threat to maritime security. Today’s criminals involved in maritime smuggling clearly are well organized  and well equipped  with advanced communications, information  and other  resources that facilitate the effectiveness of their smuggling enterprise. The capabilities used by these smuggling groups could certainly serve to assist or facilitate terrorist groups.

3.4    Cargo Theft

Cargo theft has become a growing problem in many countries and the transnational character of cargo theft is becoming increasingly evident. Investigations have linked criminals involved in cargo theft with transnational drug trafficking and money laundering activities. Cargo theft may even constitute a serious threat to the flow of commerce. In the United States for example, cargo theft losses are estimated to exceed 10billion $, with the value of a single cargo theft averaging about $500,000.

4. MAIN REASONS FOR THE ADOPTION OF THE PPERFORMANCE MEASUREMENT SYSTEM

The main reasons why the adoption of the performance measurement system by organisations and businesses is deemed necessary are the following (University of California’s “Business Initiatives”, 2000):

1. It’s difficult to understand whether a company or a public organization is improving quality or performance without measuring results. Feelings and impressions are not accurate or precise enough to base one’s decision on.

2. Measurements can keep the managers focused on what really has to be done right, what really has to be improved. There is a certain quote in management philosophy that says “if you can’t measure it, don’t do it”. On the other hand, taking into consideration specific performance measures allows you to set realistic and specific targets, to focus on actions tied to achieving goals.

3. Measuring prevents arbitrary organizational and cultural changes in an institution. For example, it helps in avoiding the trap of restructuring organizations without first having a baseline and targets for improved performance and it makes it possible to link changes in institutional culture to specific, desired outcomes.

4. Measurement activity gives management occasions to celebrate real results that people can see and believe.

5. Measurement encourage people to become involved in changes because they provide feedback on their work and offer insights into what needs to be done next.

6. By linking improvements and measurements together, you keep various types of activities from being mixed, matched and confused.

5. ADOPTION OF THE PERFORMANCE MEASUREMENT SYSTEM OF THE BALANCED SCORECARD (BSC)
5.1   Reasons why the BSC should be implemented in the Free Zone of the Port of Thessaloniki 

The new regime governing Free Zones became body of Community Legislation, in 1993. According to this regime, the European Union member-states would either have to establish new Free Zones, or maintain the operation of the existing ones
. The member-states were also obligated to place their Free Zones in the Community’s overall institutional and operational framework, as this was defined by Regulations 2913/92 and 2454/93. In the case of the Port of Thessaloniki, the Free Zone in operation there, was formally established according to L.390/1914 and was placed under the auspices of the Community’s common operational framework in 1993. Thus, after 1993 the states that host Free Zones find themselves in a position according to which they cannot conclude any agreement directly affecting these zones or to concede any rights to a third state, without previously notifying the Community and asking for its consent
. Thus, under the new conditions of the Community Customs Code, and the institution of the Free Zones in particular, the sovereignty of member-states was to a large extent guaranteed, since after 1993 the Free Zones can be viewed as customs territory of the Community. According to the provisions of the Community Law, a prerequisite for the use of the Free Zones by third states is the respect of the national sovereignty of states in which the Free Zone is hosted. It is, consequently, impossible that the use of Free Zones by third states can under no circumstances lead to one-sided, imbalanced servitude regimes.

Greece would thus have to orientate all competent authorities dealing with Free Zones, towards the development of international transit trade, a notion that is valid for most states -either within the EU or third states. It is evident that the adoption of initiatives towards that direction works to the favour of Greece’s national interests. An initiative as such is also the case of the Greek participation in the adoption of Regulations 2913 / 92 και 2454 / 93. This is because this process ensured Greece’s long-term national interests and promoted the specialisation of the Community Law in sectors of particular importance for international trade. The aforementioned institutional framework for the operation of the Free Zones, including that of the port of Thessaloniki combined by the fact that the latter constitutes a port operation, provides all the necessary preconditions for its upgrading to a fourth generation port, having as an objective the improvement of its performance. This will have a positive impact on the overall regional development of the area and the greek economy in general. 

In particular, the historical developments in shipping and transportation technologies in the process of production as well as the globalised economic activity combined with the economic integration in the european area lead us to formulate a position that in the end the port operation could be determined as follows: “it is a transportation hub, in which all industrial activities in purely maritime nature coexist with the activities of logistics, within an area in which a variety of operational and territorial activities do take place. Activities that are directly or indirectly related to uniform transport and transformation procedures, falling under the concept and process of logistics”. The notion of “uniform procedures and transport” implies that a modern port operation should not be viewed as the point where the chain of logistics breaks, but on the contrary it should be viewed as a point that invites added value. 

The operation of the Free Zone affects the dynamism of the area both as far as the immediate regional environment is concerned as well as the development of the geo-economics stature of the Balkans and Southeast Europe is concerned. This very fact points to the importance of the transport infrastructure in affecting external economies but also in achieving economies of scale in the domestic front. Precondition for the achievement of both objectives is to guarantee an increased level of efficiency for the operation of the port infrastructure. Achieving concrete results constitutes the basic component of competitive activity and functions as its precondition and reflection. Thus, this activity will prove valuable when it will be in a position to take advantage of arising opportunities and to tackle emerging threats emanating from a changing environment, by making use of its core competencies. (Javidan M.,1998: 60-72). When the port operation through its adopted strategy achieves a capital yield greater than the opportunity cost, then it acquires a competitive comparative advantage and its economic added value is positive. 

We believe that the Free Zone of the port of Thessaloniki should be organised under the above overriding principles. The adoption, thus, of a performance measurement system is deemed necessary for strategic and organisational purposes. A system such as the BSC, would improve all key thematic operation indicators such as: a) effectiveness, b) efficiency, c) relativity, d) reliability and e) economic viability, in a manner that would entirely satisfy the following needs:

· The prompt and effective provision of services for port-users.

· The more proper resource management and 

· The perpetual optimisation of quality in all services.

The sole use of economic data and financial estimates as the only method in evaluating the operation, the activities and the results has been targeted during the last few years. Criticism has particularly targeted the fact that these estimates do not come to terms with today’s business environment, they lack the element of foresight, they are incapable of accurately estimating value or cost, that have to be interoperable in a modern business environment, they can sacrifice the long-term vision of research and development in favour of short-term achievements and last but no least they are do not respond to the needs of multi-layered organisations.

The BSC, in particular, developed by Kaplan & Norton (1992,1996), can assist business organisations to tackle two issues of significant importance: a. the first being the accurate measurement of an organisation’s performance in view of the expressed objectives and b. the successful implementation of an organisation’s strategy. Balance is the key characteristic the BSC system can guarantee in relation to the following points:

· Balance between financial and non-financial indices

· Balance between the internal and external components of the organisation

· Balance between the cause and effect index
.

Implementing the Balanced Scorecard involves dedicating the management to five core principles: 

· Mobilize change through effective leadership. The leader must create a strategy map that lays bare the precise motions of how the goals are to be achieved, detailing the financial  picture, risks, user value-creating differentiation, internal processes and much  else. 

· Align the organization to the strategy. The leader must work out strategic linkages between different business units and synergise all the parts to add up to a whole greater than their sum.

· Make strategy everyone’s every day job. The leader needs to keep everyone engaged all the time via regular communication and alignment of people’s personal objectives with the overall strategy, with reward systems structured accordingly.

· Make strategy a continual process. The leader must implement a process that puts budgeting in synchrony with the strategy which in itself is in need of regular management review on the basis of feedback and learning systems.

·  The overall benefit is a work balance between immediate must do and long range strategic thinking, and that too, institutionalised in a formal framework based on clear – cut information. 

5.2   BSC components and perspectives 

BSC comprises the following elements:

4 perspectives

5  Objectives

6 Measures

7 Targets

8 Initiatives

The interrelation of those components has as follows:

· Perspectives: For any given perspective there are one or more objectives.

· Objectives: For any given objective there are one or more measures.

· Measures: For any given measure there is only one target.

· Initiatives: These usually affect an individual or a set of objectives, measures, and targets.

The financial measures offer information on the results of activities that have already finished. These measures are complemented by functional measures that have to do with:

· customer satisfaction

· internal processes and

· innovation and education that also involves employee learning and growth.

These measures –functional and economic- constitute the guidelines of future business performance.

The BSC is in a position to provide answers to four basic questions:

( How do users (clients) think of the operation of the post’s Free Zone? (User’s perspective)

( What are the internal processes of the operation of the port’s Free Zone that should be improved to satisfy the customer’s needs? (Internal processes perspective)

( How does the Free Zone of the Port of Thessaloniki can accomplish its economic objectives? (Financial perspective)
( Does the Free Zone in the Port of Thessaloniki have the ability to become more effective and to create value? (Innovation and employee learning perspective).

User’s Perspective: This point of view refers to the ability of the organisation to provide high quality services. Users are usually focused on time, quality, efficiency and services. The element of time is of particular importance for an organisation, the Free Zone of the port of Thessaloniki for that matter, in servicing its clients. The quality measures the level of shortcomings in the port services provided, as those are perceived and measured by the user. The element of quality refers also to the timely delivery of port services and consequently to the accuracy of all relevant estimations. The combination of performance and servicing, measures how the port services provided contribute to the creation of value for its users
. 
Internal Processes Perspective: This point of view refers to indicators such as: the median cost per port service provided, the number of new services, prompt processing, free zone user’s proposals, research and development expenses, planned port services, availability for users, response time to user’s petitions, time needed for the conclusion of the port services provided. In particular, the port of Thessaloniki should have to recognise and measure its capabilities and the new technologies of critical importance in order to decide what its comparative advantages are and to adopt measures for each one of those advantages. Measurement information systems play an important role in decision making and in analysing comprehensive measures. According to Kaplan & Norton, since the BSC has developed and evolved from a simple system for measuring performance to a fully fledged strategic tool, to make it even more effective what it needs is an integrated and automated solutions (computerized information system), than the simple use of a subtotal of individual information tools.

Financial Perspective: Measuring financial performance aims at indicating the level in which the strategy and its implementation contribute to the overall improvement of the company. It is common knowledge that the typical financial objectives are measured through the profitability of services, and the value of the stakeholders of the company. For example, this perspective includes items such as net income, total expenditure, added value per employee, investment performance, financial added value, income from new services, all assets, asset per employee, net profit margin, gross profit margin, dun period etc. The BSC has the ability to simply translate the port of Thessaloniki Free Zone’s strategy to concrete measurable objectives. A failure to convert the improved operational performance, as this has been measured by the BSC, to an improved financial performance, should make the company’s executive managers to return to the level of re-examining the strategy or the plans for its execution. The challenge lies in learning to associate the operations with finances.

Innovation and Employee Learning Perspective: The measures based on the user of the port services and the internal business processes of the BSC focus on the parameters that are considered more important in view of the achievement of a competitive success. Intense competition worldwide constitutes the perpetual improvement of the port services and procedures both necessary and compelling. In like manner, the ability to provide new services and extended capabilities is also deemed critical. The ability to achieve innovation, improvement and learning is directly linked with its value. In order to meet changing requirements and users expectations, employees may be asked to take on dramatically new responsibilities, and may require skills, capabilities, technologies and organizational designs that were not available before. The BSC perspective in cooperation to all other measures provides the framework for monitoring the progress with which innovation and learning are being implemented in a tangible manner. 
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5.3 Relating the perspectives of the BSC 

A well constructed BSC measurement system should be responsible for sketching the strategy of the Thessaloniki port Free Zone, through the expressed objectives and performance indices that have been determined along the aforementioned perspectives. These perspectives should be interrelated in a cause and effect manner, starting from the dimension of innovation and education and ending to the financial one. The development of these relations allows not only for the measurement of the strategy implementation but also for the demonstration of the manner with which value is being created. As Kaplan and Norton (1996) mention “Strategy implies the movement of a company from its current to a desirable but also uncertain future position. Because the company had never been in this future position before, the movement is taking place through a series of interrelated assumptions. The strategic map illustrates these causal relations, fact which makes them clear and easy to trace”. 

These causal relations describe the specific course that the organization would have to follow to implement its strategy. Without this series of interrelating items, there is nothing but a collection of financial and non-financial indices. As it can easily be understood, a difficult selection has to be made among the plethora of indices for measuring the performance of strategy evaluation in the process of the development of the BSC system. However, we should point out that in the process of making this selection several criteria would be used in order to facilitate the decision at hand. So, the indices that would be incorporated in the BSC would necessarily have to relate to the company’s strategy that can be measured in a quantitative, easy to grasp manner (e.g. using a universal terminology for all parties involved), and to easily bring concrete results, and counterbalance situations (e.g. the use of an index should not hamper the end strategic objective) and to depict the process of the objective under scrutiny.

6. EXAMPLE OF IMPLEMENTATION OF THE BALANCED SCORECARD IN THE FREE ZONE OF THE PORT OF THESSALONIKI 

	“FINANCIAL” PERSPECTIVE



	Strategy: Production optimisation

	Actions for strategy implementation                                            Measures 

	ation   Maximization of  labour productivity                       Incentives- Relating the employee with the objective- Organisation per sector and position 

	     Capital productivity                                                      Level of Technology -Quality Control- technical organisation- automation- maintenance of mechanical assets- return on investment

	Increased Profitability                                                                  Net profit 

	“USERS” PERSPECTIVE

	Strategy: Users satisfaction

	Actions for strategy implementation                                        Measures 

	Prompt servicing                                                            Response Time/Service

	Reliable Servicing                                                           Error/Shortages Percentage

	User satisfaction                                                              Number of Complaints 

	“INTERNAL PROCESSES” PERSPECTIVE



	Strategy: -Improvement of services provided

                       -Fast and Efficient Services 

                       

	Actions for strategy implementation                                     Measures 

	Creation of innovative port services                    Reception of new services 

	Effective communication with users                      Number of performance research,

                                                                                Number of informative meetings, 

                                                                                Number of participants in the informative meetings

	Efficient and Effective                                                   Budget Divergence

Systems Development                                                    Time Divergence

                                                                              Discrepancies in operational demands

                                                                              Discrepancies in qualitative demands

	

	“INNOVATION AND EDUCATION” PERSPECTIVE

	Strategy: Ready and motivated personnel 

	Actions for strategy implementation                                        Measures 

	Creation and maintenance                                                Employee survey

of good labour environment

	Improvement of critical skills and qualifications         Number of specialised seminars

                                                                                     Cost of seminars
                                                                                     Availability of strategic capabilities 

	Impartial evaluation and 

utilisation of personnel                                                 Incidents of personnel friction 

                                                                                      Percentage of justified pleas 


7. FREQUENT PROBLEMS OF IMPLEMENTATION

Potential problems during the implementation of the BSC in the Free Zone of the Port of Thessaloniki could arise in the following areas:

· Lack of initiative and response at the highest level

· Failure to create linkages with the organization’s strategy

· Failure to emphasise the importance of the management of the transformation

· Large number of indices

· Issues concerning the software and support systems 

8. CONCLUSIONS

The adoption and implementation of the Balanced Scorecard performance measurement system for the Free Zone of the Port of Thessaloniki would prove successful in the following innovative features:

· A host of questions of critical importance are answered:

1. Which strategic objectives have been accomplished?

2. What is the reception on behalf of the users of the port services?

3. Which processes should be further improved?

4. What steps does the company take in view of future development?

· The strategy is translated in functional demands and necessary actions.

· The strategy is transformed in quantitative targets that run through many levels and organisational groups.

· The long and short-term objectives are interlinked in a balanced fashion. In this manner, the company has the ability to monitor and control everyday operations that affect its future development.

· The resources are allocated on an impartial basis.

· The financial obligations and operations through monitoring and recording of the interrelation of the economic features in the operational efficiency and effectiveness.

· The gap between strategic and operational function disappears along with all other functions which are aligned with the strategic objectives

· Focus of attention to the cause and effect relation

· Full coordination among the company’s activities.
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� Other systems are: the CAF (Common Assessment Framework), the TQM (Total Quality Management), the EFQM (European Foundation for Quality Management) and Benchmarking.


� Greece is a signatory party of the UN Convention for the Law of the Sea (1982) that specifically refers to transit trade for landlocked states in article 124 and 132 of Part Χ (The FYROM is a landlocked state around Greece’s geographic perimeter. The FYROM is also a signatory party to this convention). In article 128 of the convention stipulates that free zones or other customs facilities may be provided at the ports of entry and exit in the transit States, by agreement between those States and the land-locked States. It is clear that in case a member state of the Convention for the Law of the Sea decides either to adopt or to maintain the already existing Free Zones, those would have to be directly incorporated within the institutional and operational framework of the European Union, if the state that has adopted them –or decides to maintain the existing ones– is also a member state of the European Union.


� See Res. 74/393/EEC, of the Council of the European Communities of July 22, 1974, according to which: “…it is imperative that the so-called cooperation agreements between the Member- States and third states, as well as all obligations and measures emanating from these agreements should be in accordance with common policies and especially common trade policy…”


� The output indices usually represent past performance and cannot project future output with clarity. Thus, the causal indices used, serve as guides for the performance of the output indices. A BSC system should include a sample combination of both causal and output indices, given the fact that output indices without causal indices do not show how the company’s objectives are being accomplished, while causal indices without output indices may trace short-term improvements, but they cannot manifest whether these improvements provide improved results for all interested parties.


� For the implementation of the BSC, the Free Zone should have set its objectives as far as time, quality, efficiency and servicing are concerned and then to translate these objectives in specific measures. Furthermore, the organization in question in relation to these measures should remain sensitive as far as the cost of the services provided is concerned.





