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ABSTRACT 

The purpose of this paper is to study the concept of Balanced Scorecard and provide a theoretical background 

on Balanced Scorecard. Balanced Scorecard is an evolving management accounting concept that gained much 

focus over recent years because it has answers for choosing appropriate measures for evaluating Company’s 

overall performance. It overlapped the drawbacks of Traditional performance measurement system which was 

completely based on financial measures for performance evaluation. Data was collected through various 

articles, journals and various websites. It is concluded that Balanced Scorecard is a comprehensive and flexible 

performance measurement and management system that encompasses all the aspects of an organization and 

governed by Strategic orientation and external competitive environment. Perspectives and Measures under 

balanced scorecard can be different and additional industry to industry, company to company or as per the 

strategic objectives, vision or mission of organization. 
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I. INTRODUCTION 

Performance Measurement system plays a crucial role in the well-organized and effective management of 

organizations as it improves the performance of an organization and serve better to its customer, employees, 

owners and other stakeholders. It also helps organizations in developing strategies and evaluating the 

achievement of organizational objectives. Traditional Performance Measurement System appears to be 

inadequate as it had some drawbacks such as 1) It rely heavily on financial performance measure 2)It overlooks 

the elements of non-financial measures, strategies and operations 3) It emphasized on historical data and focus 

on the short term and 4) It is not able  to measure operational results and qualitative performance.  

Today companies are facing pressure from domestic and global competitors, high demands for quality and 

reliable products from customers, high expectations from stakeholders, uses of advanced technology, changing 

nature of work, changing organizational roles etc.Due to all these changes in business environment traditional 

performance measurement system is found to be incomplete for guiding and evaluating the performance of 

companies.  

Performance Measurement and Management system should have strategic focus and must include both financial 

and operating measures to assess the overall performance of an organization. With the advances in 
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computational tools, various performance measurement and evaluation systems have evolved over a period of 

time from single-aspect systems to more comprehensive system covering all aspects. Balanced Scorecard has 

received much attention and appears to have all answers for choosing measures for company’s performance 

governed by the strategic focus and external competitive environment.  

 

II. LITERATURE REVIEW 

Kaplan and Norton (2000), described that Balanced Scorecard tell you the knowledge, skills and systems that 

your employees will need (Learning& Growth) to innovate and build the right strategic capabilities and 

efficiencies(Internal Process) that deliver specific value to the market (Customer) will eventually lead to higher 

shareholder value(Financial).Malina and Selto (2001), in their empirical study made an attempt to find the 

effectiveness of the Balanced Scorecard (BSC) as a management control and strategy communication device 

and accumulate evidence regarding the challenges of designing and implementing the BSC faced by even a 

large, well- funded company. The results indicated disagreement and tension between top and middle level 

management regarding the appropriateness of specific aspect of BSC as a communication, control and 

evaluation mechanism. Asa, Prasad and Htay (2013),concluded that to succeed, an organization must add 

value for all perspectives in both the financial and non-financial aspects of the business and suggested for 

implementing BSC successfully, it must be supported by various matrices, mechanism and factors for achieving 

long term profitability. Abdullah, Yahya, &Naeem (2013), concluded that BSC must not focus only on past, it 

must be future oriented to affect future organizational performance and approach of BSC is somewhat objective. 

Further they added, common BSC measures should be adopted by all SBU’s and organizations to ensure 

uniformity in performance evaluation and responsiveness of BSC to external situation of business environment 

be ensured. Zizlavsky (2014), concluded that Balanced scorecard is a strategic control system that has the merit 

of balance between financial and non-financial metrics and between internal and external factors affecting 

business innovation strategy. It links strategic objectives (long-term orientation) with annual budgets (short-term 

orientation), clarifies and gains consensus about strategic goals, tracks individual and collective performances, 

and defines and communicates company goals to its internal and external stakeholders. Abdalkrim (2014), 

found that positive relationship exists between the four perspective in the BSC model and organization 

performance in Sudanese private sector companies. The study implied organizational strategy should clearly 

communicate to private sector managers so as to increase their consciousness of the BSC performance 

management potential. Gupta et al. (2004), in their article titled, “Balanced Scorecard – An Emerging 

International Performance Measure”, revealed that measuring organizational performance has been an important 

area and it has undergone continuous development and modification. Anand, Sahay and Saha (2005) found 

that the adoption rate of Balanced Scorecard in India is 45.28% which compares favourably with 43.90% in the 

US. The financial perspective has been found to be the most important perspective followed by Customer, 

Shareholder, internal business and learning and growth perspective. The environmental, social, and employees 

perspective also figure in it. The difficulty in assigning weightage to the different perspective and in establishing 

cause and effective relationship among these perspectives has been found to be the most critical issues in the 

implementation of the Balanced Scorecard in Corporate India. Pandey, (2005) in his article on “Balanced 

Scorecard: Myth and reality” concluded that BSC helps in tracking the performance and providing quick 
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feedback for control and evaluation. It is a simple, systematic and easy to understand approach for performance 

measurement. Ghosh and Mukerjee (2006) concluded that in spite of theoretical superiority and 

comprehensiveness, the balanced scorecard approach for measuring corporate performance has some practical 

difficulties which are mainly associated with its development and implementation. They suggested that to make 

balanced scorecard more useful it is required to refine the concept and develop a better understanding of the 

critical success factors for successful deployment. Farooq and Hussain (2011) concluded that Indian 

Organizations have incorporated the dimensions of BSC as a performance measurement tools and use it to 

create change and improve performance. They suggested that private and public sector organizations differ on 

the dimensions of technological change while service and manufacturing organizations differ on financial 

perspective. Statistical tools such as t-test and correlation were applied to achieve the objectives of the study. 

Vichore (2013), concluded that for the government and non-profit organizations, given the competitive 

environment, greater balanced scorecard performance measurement diversity may be expected to greatly focus 

on measures of output and outcomes such as better community services, but may also include input measures 

such as employee learning and growth, quality and natural resource consumption. This paper was based on 

literature review done in past. Singh and Sohani (2014) concluded that BSC is a very significant strategic 

management tool which helps an organization not only to enhance performance but also decide the strategies 

needed to be customized so that the long term objectives are achieved. The application of BSC ensures the 

consistency of vision and action which is the first step towards the development of a successful organization. 

Appropriate implementation can ensure the development of capabilities within an organization which will help 

it in developing a competitive advantage.  

 

III. OBJECTIVE: 

1. To provide a basis for conceptual understanding of Balanced Scorecard. 

 

IV. CONCEPT OF BALANCED SCORECARD: 

The concept of Balanced Scorecard was introduced by Kaplan and Norton in a Harvard Business Review Article 

on “The Balanced Scorecard-Measures that Drive Performance” in 1992 as an alternate to traditional way of 

measuring performance. A series of articles and books were written by Kaplan and Norton to expand the BSC 

concept into a strategic management system, providing guidance on what companies should measure to translate 

business goals into an action plan. 

The word “Balance” in the term Balanced Scorecard means balanced consideration given to long and short term 

objectives, financial and non-financial measures, leading and lagging indicators and internal and external 

performance perspectives both. 

According to Kaplan and Norton, “Balanced Scorecard is a business management concept that transforms both 

financial and non-financial data into a detailed roadmap that helps the organization measure its performance and 

meet long and short term objectives. It translates mission and vision statements into a comprehensive set of 

objectives and performance measures that can be quantified and appraised” 
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V. DEFINITIONS OF BALANCED SCORECARD 

“The Balanced Scorecard is a strategic planning and management system which takes into account non-financial 

aspect of corporate performance, such as customer satisfaction and business processes, to create complete 

picture of how the company is likely to perform in the future.” 

“BSC is defined as a methodology that can provide managers with a measurement and management system to 

support organization in translating their strategy into action.” 

 

VI. FOUR BASIC PERSPECTIVES OF BALANCED SCORECARD 

1. Learning and Growth Perspective: It deals with the building up of a mechanism to fill gaps in 

Knowledge, processes, information systems, organization culture and to be continually innovative. 

Innovative processes and well-informed& trained worked force leads to smooth running of business. To 

value the employees, to maximize productivity and developed skilled work force, to cultivate core 

competencies, to enable efficient information systems, measures should be chosen as leading indicators. 

Common Key Performance Indicators under this perspective are: 

a. Employee Retention Rate 

b. Employees productivity 

c. Percentage of Employees Receiving Training 

d. Employees Satisfaction Index 

e. Number of Training Hours Completed 

f. Skills and technology measures related to desired competence  

2. Internal Business Processes Perspective: If the business internal operational processes are running well 

and products & services are confined with the customer needs, it will lead to high customer satisfaction. To 

satisfy customers and to achieve financial goals, the business processes must be efficient and effective at 

what it does and designed in such a manner that affect the cycle time , quality and employee Skills and 

productivity. Common Key Performance indicators under this perspective are: 

a. Unit Cost of Products 

b. Repeat Order Rate 

c. Wastage and Scrap percentage to sales 

d. Stock Replenishment Cycle times 

e. Production Defect Rates 

f. Time to market for new products 

g. Process Innovation 

3. Customer Perspective: Customer focus and Customer satisfaction are the key objectives of any business 

now a day. If the customers are not satisfied they will shift to other suppliers that will meet their needs and 

future performance of business may decline even though the current financial performance may look good. 

So to keep the existing customer satisfied, to dominate the major markets, to delight the targeted customers, 

to build customer recognition, measures should be chosen as leading indicator considering all these 

objectives. Common Key Performance Indicators under this perspective are: 

a. Customer Satisfaction Index 
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b. On-time Delivery 

c. Customer Retention  

d. Corporate Image or Brand reputation 

e. Customer acquisition from target group 

f. Responsive after sales-services 

g. Customer Complaints 

h. Market Share in target segments 

4. Financial Perspective: Financial perspective acts as a focal point or culmination of all the objectives and 

measures in the other perspective. To achieve high rate of return on investment, to maximize profitability, 

to minimize the cost of capital and to delight the shareholders, measures should be created to fulfil these 

objectives. Common key performance indicators are as follows: 

a. Return on Investment 

b. Revenue Growth 

c. Working Capital 

d. Inventory Turns 

e. Operational Cash Flows 

f. EVA 

g. Net Operating Income 

h. Credit Rating 

These above four Perspectives and measures are not restricted to all organizations. Another perspectives and 

measures can be identified and added with specific demands, Strategic objectives and circumstances of 

organizations. After reviewing the Literature on BSC more perspective were identified. These can be added in 

Balanced Scorecard as per requirement of the Company: 

5. Strategic Competitive Perspective: To achieve a sustainable and competitive advantage, organizations 

have to look at their operations in terms of how will it ranks in the mind of the customer as opposed to 

competitors and introduce product and services with low cost and high value. Key performance measures 

under this perspective can be: 

a. Sustainable competitive advantage/ Market Share 

b. New Product Development 

c. No. of brands vis-à-vis total brands in the Market 

6. Social Perspective: Today Companies should engage themselves in such actions that is required by law 

and important for some social benefit but not for the interest of the company. This aims to embrace 

responsibility towards stakeholders including consumers, employees, investors, communities and others as 

tribute to the society for its belongingness.Key performance measures under this perspective can be: 

a. Support in Health 

b. Support in Education 

c. Support to Person with disabilities 

d. Skill Development and Livelihood activities 

e. Support in Natural Calamities 
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f. Support in Women and Children Welfare Activities 

g. Support in Cultural and Sports activities 

h. Support in Rural Development 

i. Others 

7. Environmental Perspective: This perspective is related to the environment where the company is located, 

the use of natural resources, energy consumption by production companies, etc. As the companies are 

responsible for environment protection and comply with norms applicable in that particular region. Key 

performance measures under this perspective can be: 

a. Efficiency in material and energy use 

b. Water/Air Pollution Monitoring 

c. Investment in environment protection 

d. Eco-performance of Products 

e. Green Procurement 

f. Wastage Recycled 

g. Compliance with Environment Protection laws and Regulations 

 

VII. CONCLUSION 

For long term survival and growth and to compete in business environment it is essential to develop a 

Performance Measurement system that comprehends all aspects of an organizations and that system should be 

capable enough to bring out the strengths and weaknesses of the organization for future improvement. Balanced 

Scorecard is such a comprehensive and flexible performance measurement and management system that 

encompasses all the aspects of an organization and governed by Strategic orientation and external competitive 

environment. Perspectives and Measures under balanced scorecard can be different and additional industry to 

industry, company to company or as per the strategic objectives, vision or mission of organization. 
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