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Abstract 
 

The Balanced Scorecard was developed in the early 1990s in the course of 

a year-long project involving 12 companies known for their benchmark 

performance management and was officially presented in the Harvard 

Business Review immediately thereafter in an article by Robert S. Kaplan 

and David P. Norton. The thesis discusses the context in which the tool was 

conceived to enable companies operating in today’s highly competitive 

markets to successfully incorporate the exploitation and management of 

their intangible assets together with the traditional methods used up to then 

so as to fuel the future financial performance of the organization. After 

conducting an analysis of the constituent components of the scorecard and 

its complementary strategy map and providing examples of the flexibility of 

its implementation, the thesis deals with the continual improvements made 

in the course of the last 30 years. The results of a self-produced detailed 

survey are given, in which 36 firms operating in the north-east of Italy 

answered questions regarding the extent of their knowledge of the balanced 

scorecard and its effectiveness, as well as the motivations behind their 

decision to adopt it or not. Finally, the outcome of the local survey was 

compared with that of a previous nationwide study, and several significant 

conclusions were drawn. 
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Introduction 
 

 The Balanced Scorecard was first presented to the business 

community in a 1992 article by Kaplan and Norton addressing the 

inadequacies of the performance management systems of the time. In an 

innovative, comprehensive approach, the scorecard combined traditional 

financial measures providing the results of previously taken actions with 

operational measures involving customer satisfaction, internal processes, 

and innovation and improvement activities – “the four important 

perspectives” or performance measures underlying its vision – in order to 

fuel the future financial performance of the organization. 

 

Before a decade had passed, over 50% of large US firms were already 

making use of the BSC. The current statistic is about 44% for organizations 

in North America in general, while it is slightly lower in the UK, Northern 

Europe and Japan, but falls to about 26% in Germany, Switzerland and 

Austria (Advance Performance Institute, 2018).  

 

 In the course of the last 25 years, this strategic management 

accounting tool has seen a continual increase in its diffusion, both in terms 

of achieving worldwide recognition and utilization in the business scenario. 

 

 Even a cursory review of the international literature dealing with the 

rise and implementation of the Balanced Scorecard will, however, 

immediately reveal that this wide recognition comprises a peculiar 

combination of enthusiasm, high expectations and encouraging results with 

relatively low levels of implementation, skepticism and prejudice. Reviews 

and studies show that, on average, its overall adoption does not surpass 

50% of a country’s businesses and is more likely to be around 30%, while 

numerous companies (almost 20% in a 2016 study of the neighboring 

Slovak Republic) will characteristically state that they have never heard of 

it (Lesakova and Dubcova, 2016). This represents a considerable 
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improvement, compared to the 2004 statistic resulting from an Italian 

survey conducted by Baraldi, Bocci and Bubbio that fixed the number of 

those who knew nothing of the balanced scorecard at 55%, but the general 

situation continues to evidence a degree of uncertainty. 

 

 The research conducted globally is at present inadequate, failing to 

provide consistent, reliable data on the exact numbers of firms involved in 

its use. In particular, the studies have tended to concentrate on 

implementation in America and, to a lesser extent, Europe, with a 

smattering of Asia and Africa, and thus fail to provide an in-depth, 

comprehensive picture of the situation. The available information has 

documented a growth that has been steady, especially in larger-sized 

businesses, but not necessarily associated with high implementation levels.  

 

 This thesis, after outlining the factors involved in the evolution of the 

contemporary business scenario and that of strategic management 

accounting, goes on to explore the origin, successive developments and 

operating guidelines of the Balanced Scorecard. It reviews numerous 

articles written in the last three decades, and furthermore supplies the 

results of a survey conducted in the Friuli Venezia Giulia region to obtain 

the local perspective. A comprehensive analysis of all the data was has been 

carried out to provide an overall assessment of the present stage of 

implementation reached by the scorecard, together with an account of the 

obstacles that continue to impede its progress. 	
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Chapter 1 
Evolution in the Contemporary Business Scenario 

 

Introduction 

 

The 21st-century global world, characterized by the new technologies 

of the digital age and greater transparency, but also by increased risk and 

instability, has necessarily impacted on the business environment at large. 

Furthermore, corporations are increasingly involved in complex 

multistakeholder systems in a world that is more and more interconnected, 

and consequently have to face complex choices regarding how and where 

business is to be done, not to mention the exposure to geopolitical risks 

that this entails (Desai, 2017).  

 

This much-promoted globalism further comprises an often-

underestimated challenge, that of determining to what extent the original 

global strategy based on similarities should be integrated by arbitrage, the 

strategy of difference. In other words, should corporate strategies optimize 

scale and exploit differences or, as suggested by Pankaj Ghemawat, adopt 

a “mix-and-match” strategy (Ghemawat, 2003)? 

 

Approaching the situation from a strictly financial point of view, then, 

the largely static business operating margins of the 50s, 60s and 70s have 

disappeared, to be replaced by a volatility that has caused them to increase 

remarkably, and the distance between high flying companies and those with 

low operating margins has done the same. 

 

Even worse is the situation of market leadership, once strongly 

correlated with profitability: this association has now practically 

disappeared in certain sectors, as demonstrated in a study conducted by 

the Harvard Business Review which showed that the probability that the 

market share leader was also the profitability leader dropped from 34% in 

1950 to barely 7% in the course of little more than half a century (Reeves 
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and Deimler, 2011). The authors contextually observed that in some cases 

executives were not even in a position to clearly identify the business 

environment in which they were operating, in terms of the industry and 

competitors involved. 

 

All of this has upended the business environment and generated a 

profound sense of worry, implicitly questioning the strategies previously 

underlying business operations, the goal of which was usually to build a 

solid (but implicitly static) competitive advantage based on good market 

positioning or a combination of capabilities and competencies. Periodic 

strategy reviews and industrial analyses completed this traditional picture, 

dictating direction and organizational structure and allowing a certain 

degree of future development to be predicted.  

 

1.1. Dealing with market challenges in the 21st century 

 

In a context of market uncertainty and ambiguity, however, 

companies are now raising essential questions, such as the following 

(Reeves and Deimler, 2011): 

 

- How can frameworks based on scale or position be applied when 

market positions can dramatically change from one year to another?  

- How can market position be measured when the distinction between 

one industry and another is blurred? 

- How can standard forecasting and analysis, historically considered 

essential for strategic planning, be applied in such a volatile market? 

- How can the proper signals enabling change to be understood and 

harnessed be intercepted in a scenario characterized by a solid stream 

of information overload? 

- How can relevant planning be undertaken in the face of such rapid 

change, not only in the short term, but especially in a longer 5-year 

period? 
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 The common denominator connecting the answers to all these 

questions is adaptability. A sustainable competitive advantage is no longer 

expected to derive exclusively from position, scale and first-order 

capabilities in the production or delivery of a product, as they are all 

fundamentally static descriptors. In their place are increasingly to be found 

the so-called “second-order” organizational capabilities, because they are 

the ones that promote rapid adaptation and stimulate companies towards 

excellence in learning how to do new things rather than simply excelling in 

doing some specific thing. 

 

 The best strategy to deal with the challenges posed by this rapidly-

evolving scenario is a system devised precisely to handle evolution 

(Matarelli, 2018); in other words, the ability to rapidly interpret and act on 

signals of change in diverse contexts becomes essential, experimenting 

continually and economically with business models, processes, and 

strategies, as well as products and services (Reeves and Deimler, 2011). 

Differently, the rigidity of a system would be unable to react to shifting 

market currents and will often buckle.  

 

When, however, the proper system is in place, success can skyrocket. 

Companies like Airbnb, Uber and Lyft, Spotify and Apple Music’s iTunes 

platform have shown the capacity to manage rapid, extensive, record-

setting change, revolutionizing, respectively, the hospitality, transportation 

and music industries. A key role in their development has been played by 

adapting to technology changes with mobile devices and apps that have 

dramatically modified the manner of accessing new markets and enabling 

customers to interact with them (Matarelli, 2018).  

 

What’s more, companies operating in the 21st century have finally 

learned to tap into their greatest resource: their own employees, an aspect 

that will be dealt with both in Chapters 2 and 3. It is, in fact, through the 

skills and attitudes of these people, together with the organizational 
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capabilities here described, that a fundamental strategic shift can be 

attained, enabling an adaptive advantage to be built in an extremely 

complex and problematic market (Reeves and Deimler, 2011). 

 

1.2. The 21st century playing field 

 

 Corporate strategic planning in this new context must necessarily 

contemplate the opportunities and challenges comprised by the forces that 

have dramatically modified the playing field. Four major drivers have been 

identified (Desai, 2017):  

- the rise of big data; 

- the ease of crowd sourcing through social media; 

- the center stage positioning of sustainability; 

- the question of hyper globalization and geo-political uncertainty; 

 

1.2.1. The rise of big data 

 

 Analyzing large data sets is an essential part of business today, and 

data analytics has been implemented to enable managers measure and 

consequently attain a much more radical knowledge of their businesses, 

thus transferring this knowledge into improved decision-making, targeting 

of marketing campaigns, business performance predictions, lower risks and 

decreased costs, among other things, to the extent that many multinational 

firms now require a Chief Data Officer (McAfee and Brynjolfsson, 2012). 

This professional figure has the responsibility to interpret big data to ensure 

that the analysis being carried out coincides with the corporate strategic 

goals, which need to be articulated, in the same way that success needs to 

be measured and its metrics defined. This output must then be user-friendly 

and acted upon, in continuous collaboration between strategy and data 

analytics at every level, and operatives must be prepared to deal with 

feedback that might alter the strategic plan or show itself to be incongruent 

with the original strategic premise (Desai, 2017).  
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 It must, however, be specified that big data is not the prerogative of 

multinational companies alone, but can potentially transform traditional 

businesses as well providing them with increased opportunities to achieve 

a competitive edge. Companies of every kind, in fact, benefit from the three 

key differences big data has introduced in the fields of volume (the data 

crossing the Internet every second today is greater than the amount stored 

in the entire Internet only 20 years ago), velocity (real-time information 

allows companies much greater agility than their competitors) and variety 

(messages, updates, and images posted on social networks; GPS signals 

generated by cellphones, etc) (McAfee and Brynjolfsson, 2012). 

 

1.2.2. The ease of crowdsourcing through social media 

 

 Social media have affected corporate strategic activities in ways that 

were totally unexpected. Corporate communication strategy now involves 

internet services, with social media such as LinkedIn, Twitter, Facebook or 

Instagram, as well as community blogs, which enables companies not only 

to send multi-channeled messages but also to collect market information 

that is more sophisticated and economic than the standard variety 

previously supplied by news, customer interviews, focus groups and other 

traditional research products. 

 

 Advanced social media tools, besides allowing easy searching, open 

participation, a minimal publishing threshold, dialogue, community, 

networking and the speedy, widespread sharing of information by means of 

a wide range of feedback and linking systems, offer stimulating new 

possibilities to the business world (Aula, 2010). They make it possible to 

instantly crowdsource ideas, and private community blogs supply 

companies like American Airlines and P&G with new ideas from customers 

and enable them to test new products and constitute innovative brand 

connections. Besides reinforcing brand affiliation, crowdsourcing provides 

companies with a protected setting in which to test, adjust and introduce 
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new concepts and can result in new, often unexpected, business models 

and products, a sort of new frontier for a competitive edge (Desai, 2017).  

 

It must, however, be borne in mind that the social media, as useful 

as they are, can also comprise certain risks and imperfections and are 

definitely not one-size-fits-all: it is necessary to begin with a limited set of 

regionally- or business-based crowd-source campaigns and test different 

tools in order to identify those that are appropriate for the company’s needs. 

 

1.2.3. The center stage positioning of sustainability 

 

 Sustainability has been defined in the Harvard Business Review as an 

“emerging megatrend” for which strategies and systems must be devised, 

drawing on the experience of prior megatrends (Lubin and Esty, 2010). 

There is, in fact, a growing awareness in the business community of the 

problems posed by a growing world population that has surpassed 7 billion, 

the majority of whom reside in developing countries such as in Asia, where 

the demand for increased consumption of the middle classes goes hand in 

hand with the struggle of the lower classes to satisfy their basic needs.  

 

 This pressure to produce more inevitably heads toward the depletion 

of natural resources and increasingly alarming pollution levels. In the past, 

these problems would not have been major concerns of businesses, but 

recent evidence has demonstrated that there is rapidly growing conviction 

that companies can and should combine their business interests with 

positive contributions to society (Desai, 2017).   

 

 Multinational companies, with their global presence, assets and 

influence, are well-positioned to solve societal issues while pursuing profits. 

Corporate strategists must be forward-looking, ask questions and stimulate 

the proper initiatives; they should help top executives realize that 

innovative operational procedures can avert crisis and provide a competitive 
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edge while reinforcing their brand. An unexpected lack of entrepreneurial 

spirit, internal corporate politics, vested interests and the fundamental 

preoccupation of most executives with survival and personal rewards can, 

however, often create resistance to their implementation or entirely block 

changes of this type (Desai, 2017). 

 

 Even if it has been demonstrated that environmental issues, in the 

first decade of this century, systematically conditioned corporate capacity 

to create value for customers (Lubin and Esty, 2010), the tide seems to be 

turning. The new vision calls for strategic planning to accept the fact that 

the contemporary scenario with its multiple variables – availability of raw 

materials in the middle term, rising commodity prices, consumer demands 

for discounts, different designs – requires planning for business success 

within limits. The implementation of this strategy can be seen in initiatives 

like the water stewardship undertaken by Coca Cola or the proactive 

commitment of sustainable fisheries. The underlying logic is that dealing 

with social and environmental issues before they reach the critical stage not 

only creates a competitive edge, but eventually generates a stronger brand 

image, easier access to developing markets, and improved supply chains, 

ultimately attaining, in the long term, an increased market share (Desai, 

2017). 

 

1.2.4. The question of hyperglobalization and geo-political 

uncertainty 

 

 While global interconnectedness is the current byword and it would 

follow, that global analysis should be a requisite for corporate planning, a 

considerable number of Fortune 500 companies continue to operate with a 

headquarters-driven single-country strategic view. In a moment of growing 

geo-political tensions across many regions – the Middle East, Russia and 

the Ukraine, Hong Kong and China, South Korea and North Korea – such a 

focus is dangerously short-sighted.  
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Business disruptions are, in fact, expected to become more frequent 

than in past decades, and the companies which have extensive assets and 

interests in such volatile areas must bear this in mind and conduct two-

dimensional country-level analyses.  

 

Firstly, appropriate information regarding regulations, price levels, 

service standards, talent levels, and buyer preferences must be obtained 

from the major markets and countries where the company operates, using 

methods such as talking to sales people there, visiting offices and client 

sites regularly, following the news and consulting local research analysts.  

 

Strategists must then study the dependencies existing between their 

supply chain countries, identifying those that can serve as the backbone 

and any existing shared service centers, those in which the product is 

manufactured, and whether raw materials are coming from a single-source 

country. This mapping-out of the supply chain can then be superimposed 

on potentially problematic political areas to reveal possible weaknesses, and 

strategists can proceed to set up alternative supplier options or relocate 

service centers (Desai, 2017). 

 

To these directives, a further consideration must also be added, that 

the direction the globalization process will take in the future is not at all 

predictable: markets could merge once economies have improved or might 

even shift backwards toward greater economic isolation, as was the case 

between World War I and World War II. In any case, business strategy must 

contemplate both the similarities that create scale economies and the 

differences that render arbitrage a very useful tool, and companies must 

enlarge their focus in order to grasp all of the opportunities available 

(Ghemawat, 2003). 
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1.2.5. An updated, integrated strategic planning model 

 

 Traditional strategic planning involving board presentations, annual 

planning, monitoring competitors and market trends, as well as growth 

plans for new initiatives, while continuing to provide necessary capabilities, 

are no longer sufficient in the face of the challenges to be faced in the 21st 

century.  Falguni Desai has recently envisioned an approach in which small 

sub-teams within the corporate strategy group provide an effective means 

of focusing on new markets and reporting regularly on their developments. 

These teams will simultaneously be charged with (Desai, 2017): 

- monitoring competitors regularly; 

- analyzing geo-political risks; 

- obtaining useful information from big data; 

- fueling innovation through crowdsourced ideas; 

 

Annual planning, board meetings, growth initiatives and sustainability 

will then be dealt with as special projects handled by a team of 

interchangeable strategists providing long-term support, specific overview 

or structure and framework for the exigencies of annual planning. 

 

 In any case, accurate assessment, analysis, implementation and 

reevaluation will be required in formulating the strategic objectives and 

plans of action and processing their outcomes if success in strategic 

management is to be attained. The 21st century executive must guide 

organizational members at every level towards a new, diversified vision of 

the firm, characterized by horizontal decisions and collaborations, with the 

aim of obtaining an alignment of intents and efforts that will enable the 

company to devise a strategy capable of dealing with the multiple 

challenges of continual change, implacable global competition, and ongoing 

technological development (Kaminski, 2000). 
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 Any futuristic outlook will call for a focus based on multiple possible 

scenarios, thus allowing attentive strategic decisions to be made more 

easily and a feasible plan for their implementation and trial to be devised. 

An accurate analysis and synthesis of present and future tendencies in the 

ever-changing global industrial panorama will then provide satisfaction for 

both stakeholders and employees and allow the company’s goals to be 

reached. The continuous theorization of strategic management will make 

viable, tested techniques and practices available to the international 

community, where strategy is the indispensable language that transforms 

organizational evolution, continuously innovating, fine-tuning, and driving 

it (Kaminski, 2000). 

 

Conclusion 

 

After identifying the multiple challenges of the 21st century business 

world – the technological challenges, increased risk and instability, complex 

multistakeholder systems in an interconnected scenario, opportunities and 

risks of globalism, volatility of both business operating margins and market 

leadership – the chapter has addressed the essential question of 

adaptability as the common denominator characterizing the answers to the 

questions connected with these problems. Companies must adopt systems 

devised to handle evolution that enable them to rapidly interpret and act 

on signals of change in diverse contexts and to continually experiment with 

business models, processes, and strategies, as well as products and 

services, while optimizing the resources consisting in the skills and attitudes 

of their own employees. 

 

Corporate strategic planning in the 21st century playing field has been 

discussed in terms of the four major forces it contemplates, specifically the 

rise of big data, the ease of crowd sourcing through social media, the center 

stage positioning of sustainability and the question of hyperglobalization 

and geo-political uncertainty. An outline of an updated strategic planning 
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model devised to address these challenges has been provided, with the 

integration of the need to work towards a new, diversified vision of the firm, 

characterized by horizontal decisions and collaborations aligning intents and 

efforts that will make it possible to focus on multiple future scenarios in a 

context of continual change, implacable global competition and ongoing 

technological development, and reach the corporative goals with the 

satisfaction of both stakeholders and employees. 
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Chapter 2 
Strategic Management Accounting: an overview 

 

Introduction 

 

 From a historical point of view, the first concept of management 

perhaps dates back to 1886 when Henry R. Towne, a cofounder of the Yale 

Lock Manufacturing Company, spoke to the American Society of Mechanical 

Engineers, stating that good engineers and good businessmen were rarely 

one and the same person and that “the management of works has become 

a matter of such great and far-reaching importance as perhaps to justify its 

classification also as one of the modern arts” (Kiechel, 2012).  

 

Management came to be seen as a set of practices rooted in 

economics that could be studied and improved, and in the space of a 

century modeled the business scenario. Between 1880 and World War II, 

inspired by scientific exactitude, it produced as stated by Walter Kiechel “a 

new, self-proclaimed managerial elite” and continued, from the late 1940s 

to 1980, to enjoy a period of general satisfaction (Kiechel, 2012).  

 

From the 1950s on, every decade has evidenced a growing rate of 

change in the business and academic environments. In the 1960s, 

diversification brought numerous conglomerates, and in the 1970s reacting 

to stagnation and inflation, greater emphasis was attributed to financial 

control systems and improving market share in core business areas. In the 

increased foreign competition of the 1980s, companies became more 

globalized and the emphasis shifted to financially-driven strategies, with 

widespread downsizing of businesses that were acquired and restructured, 

while in the 1990s, characterized by discontinuous economic and political 

change at global level, corporate efforts to deal with this rate of change 

produced networks and alliances, while cloud computing, big data and 

smart machines made their appearance. The first decade of the 21st saw 

further marked development in this sense, with the rise of e-commerce, 
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internet-based corporations managed by a minimum staff, further 

networking, knowledge workers and knowledge-based organizations, but 

also the 2008 worldwide financial crisis that highlighted economic 

uncertainty and doubts regarding the priorities underlying capitalism (Nixon 

and Burns, 2012).  

 

This new operative scenario has necessarily impacted on the 

development of SMA, which has been multifarious: it has both retreated 

into specialization, market force servitude and moral decline and attained 

international success, measured in terms of key ideas, steadily increasing 

productivity, the global appeal of the MBA degree, and growing demand for 

improved working conditions (Kiechel, 2012). 

 

 Management accounting itself is generally defined in terms of the 

decision-making role it plays, with a principal focus on the needs of the 

internal managers of an organization, differently from financial accounting, 

which provides economic information from an external perspective. 

Introduced in the 1940s as an advanced version of cost accounting (though 

some authors claim that related practices had previously existed in the 

textile industry), it was based on the use of information for better planning 

and control and was expected to support effective and successful 

management at every level. Its success was immediate, and this traditional 

management accounting (TMA) not only remained the sole standard of the 

discipline for over 40 years but has, in any case, continued to be the one 

that continues to be used by most companies worldwide (Said et al., 2014). 

 

 The dynamics of an increasingly global business culture, with changes 

in manufacturing environments and competition and the explosion of the 

digital revolution in the last two decades of the 20th century, however, 

dramatically modified the objectives and modus operandi of companies 

around the world. In a rapidly-changing economic environment, the highly 

quantitative, internally oriented tools traditionally used to measure 
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performance and construct business plans and strategies started to show 

their limitations, particularly their inability to provide broad scope 

information, which consequently determined a limited focus on operational 

issues and undervaluation of broader issues involving competitors, product 

quality and customers (Said et al., 2014). As a result, a considerable variety 

of new strategic instruments began to be developed and implemented by 

companies like IKEA, Robotics and General Motors (Carlsson-Wall et al., 

2015).  

 

2.1. SMA definition 

 

 The notion of strategic management accounting (SMA) first appeared 

in the accounting literature in 1981, when Simmonds made a strong case 

of its adoption (Simmonds, 1981); in particular, he defined SMA as “the 

provision and analysis of information about a business and its competitors 

for use in developing and monitoring the business strategy” (p. 26). 

Numerous other professional and academic papers followed in the course 

of the decade, culminating with Bromwich’s authoritative review in 1990 

(Langfield-Smith, 2008). Since then on both sides of the Atlantic, there has 

been a constant increase in the number of investigations, both conceptual 

and empirical in the private as well as in the public sector (Carlsson-Wall et 

al, 2015). Defined by Bromwich as a technique enabling the enterprise to 

evaluate its competitive advantage and added value compared to its 

competitors, as well as both the benefits yielded by its products to 

customers in the course of their lifetime and those yielded to the firm in the 

long term, SMA has now come to be recognized as an established 

accounting topic and as a major textbook subject (Bromwich, 1990). There 

is, however, no set definition of the term, also because there is no set 

definition of strategy itself, and strategy is the common denominator or 

“unifying link” that diverse definitions that have been set forth have in 

common (Langfield-Smith, 2008). In many research works, SMA has been 

considered as a set of strategically oriented management accounting 
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techniques (Cadez and Guilding, 2008). In the mainstream literature it is 

seen as deliberate strategies in formal structured and linear strategic 

processes, but it has been visualized by others as including emergent 

strategies as well. Consensus in the central message:  

 

Strategy is not something that exists before accounting is 

called upon (Chua 2007), but an activity that is developed in 

tandem with accounting when calculations are mobilized by 

individuals on different levels within a company (Ahrens and 

Chapman, 2007). 

 

Nonetheless, no inter-organizational perspective has made its appearance 

in the SMA research, while the empirical research is fundamentally centered 

on intra-organizational activities, leaving external parties such as 

customers and suppliers entirely out of the picture. Given the nature of SMA 

recently defined as “still nascent”, further conceptions of just what it 

constitutes are expected in the short term.  

 

2.2. The adoption of SMA 

 

 While the literature attests to a steadily-growing implementation of 

SMA, many authors also qualify this statement by speaking of “certain 

orientations” in management accounting techniques that may be classified 

as pertaining to SMA without a full adoption of the same (Said et al, 2014), 

while still others emphasize the fact that in many countries worldwide, the 

preference for a more traditional approach remains.  

 

In the second, or “transitional” category, Guilding identified three 

dimensions, namely competitor focus, marketing focus and future focus, 

and their utilization led to the identification of 12 SMA techniques (Guilding 

et al, 2000): 

- Attribute costing 
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- Brand value budgeting  

- Brand value monitoring 

- Competitor cost assessment 

- Competitive position monitoring 

- Competitor appraisal based on published financial statement  

- Life-cycle costing 

- Quality costing  

- Strategic costing  

- Strategic pricing  

- Target costing 

- Value-chain costing 

 

This definition has been adopted in many other SMA studies with certain 

modifications (Said et al, 2014). According to Cadez and Guilding (2008), 

the techniques that can be regarded as SMA should incorporate degrees of 

two specific orientations: outward-looking (environment-oriented) and 

forward-looking (future-oriented). 

 

2.3. The challenges of SMA implementation 

 

 Among the many challenges companies must face in implementing 

SMA, the most frequent is likely to be the resistance of both middle-level 

managers and subordinates. This opposition is prevalently due to their fear, 

both of the unknown in itself and that the adoption of this set of techniques 

would downgrade their skills and expertise, rendering them less valuable to 

the company. 

 

 SMA furthermore entails considerable investment in the way of target 

costing, balanced scorecard and Activity Based Costing (ABC), all areas in 

which the existing staff may not possess the necessary expertise and 

knowledge. This will require employing experts to train them, with increased 

company expenses. 
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 A further challenge might derive from governmental triggers or 

barriers to the implementation of SMA practices. Centralized control or lack 

of government support could, for example, impede the expansion of new 

techniques, or provide fewer incentives for the acquisition of new 

approaches, judging traditional techniques more than sufficient for their 

needs. On the other hand, the untimely acquisition of sophisticated 

accounting techniques in the attempt of the company to become more 

competitive might determine a government initiative, such as the 

elimination of protection schemes (Said et al, 2014). 

 

2.4. An important distinction 

 

 Before going on to examine more in depth the different streams 

developing in this area, all of which are defined in terms of the exchange of 

information and knowledge, an important distinction must be made, that 

between general and specific knowledge.  

 

 The fundamental difference lies in how easily information may be 

communicated. General knowledge, in fact regards information that is easily 

communicated or interpreted, a perfect example of which would be the 

market price of a product or service in a business context (Masschelein, 

2018). The market price implicitly contains all the product information 

required by buyers and sellers: it will increase if production costs rise and 

when the product encounters the favor of the final customers; it will 

similarly go up if the demand rises, while it will decrease if the market is 

flooded.  

 

All of this is common – and therefore general – knowledge, often 

based on objective information upon which there is general agreement. In 

the absence of a market price (when the transaction takes place within the 

firm), a similar function is carried out by management accounting 
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information in the form of cost prices, transfer prices, performance 

measures, and budget targets (Masschelein, 2018). Objectivity is the 

underlying aim of this information, in order to enable everyone in the firm 

to make use of it to improve their decision-making. This function of 

management accounting information may consequently be seen as a 

substitute for markets in intercepting and disseminating information. 

 

When information is more difficult to transfer, differently from prices 

or costs, it is defined as specific knowledge. Examples of this would be 

Jonathan Ives’ or Steve Jobs’ design sensibility at Apple and the experience 

and negotiations skills displayed by Warren Buffet, all of which would be 

extremely complicated to transfer to employees. The same may be said for 

the specific insights gained by manufacturing employees in the automobile 

industry, who acquire them simply by doing their job, through their own 

experience, and this would be costly and even extremely problematic to 

pass on to new personnel. These people know what they are doing but have 

difficulty communicating it to other workers or to those external to the 

company, a situation which becomes critical when, for instance, 

management strategy must be explained or quantified in a balanced 

scorecard, a problem which will be addressed in Chapter 3.  A similar 

situation can be found in the context of management skills. Researchers 

have, in fact, found that a common predictor of bad management may be 

seen in the instance of a company run by a second-generation owner-

manager demonstrating that not even the excellent management skills of 

the company founder will necessarily be passed on to their sons or 

daughters (Masschelein, 2018). 

 

One of the functions that management accounting must therefore 

handle is the transformation of such informal and subjective knowledge into 

a more general form that can be used internally or stored over time. In this 

way, the intuitive knowledge of a founder regarding which employee should 

be carrying out which tasks can be substituted by a formal hierarchy in 
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which job descriptions are clearly illustrated. Similarly, the implicit 

engineering knowledge based on value chain analysis leading to cost price 

calculations can be formalized to enable other divisions to become aware of 

the respective production difficulties of the products, simple versus 

complex: the sales people can use this information in price setting, while 

the finance people can decide through it whether a product line should be 

eliminated (Masschelein, 2018). 

 

Intuitive, subjective, specific knowledge in numbers can thus be 

formalized to transfer information across a firm, constituting a unique 

competitive advantage not easily attainable by its competitors. If this is not 

done, firms run the risk of losing this knowledge whenever an employee 

leaves a company and attempt to attain this formalization through 

management accounting systems such as performance measures 

(Masschelein, 2018). 

 

2.5. Three different streams of SMA research 

  

For the moment, three streams of SMA research may be identified, 

namely: mainstream SMA, accounting and strategizing, and SMA in close 

inter-organizational relationships, taking as a definition of SMA itself the 

starting point of the strategic decision-making processes on the part of a 

company (Carlsson-Wall et al, 2015), also defined as “the use of 

management accounting systems in supporting strategic decision-making” 

(Tillman and Goddard, 2008). 

 

2.5.1. Mainstream SMA 

 

 Mainstream SMA literature has fundamentally highlighted two specific 

areas: a set of strategically oriented accounting techniques, together with 

the role played by management accountants in corporate strategic decision-
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making processes (Cadez and Guilding, 2008). The authors who have 

written the clear majority of these papers visualize a deliberate strategy 

framework, but of different types, ranging from strategy emerging from a 

series of coherent strategic choices resulting from independent decisions 

companies are assumed to make to the view that strategy is unproblematic, 

without questioning what it is understood to be or how it is formed 

(Carlsson-Wall et al, 2015). 

 

 Several conceptual papers published in the 1980s and early 1990s 

presented empirics fundamentally used as illustrations. A first significant 

contribution was made by Shank and Govindarajan, who developed strategy 

framework-based SMA deriving from Porter and illustrated the three 

different ways in which accounting information could be used: positioning 

analysis, value-chain analysis and cost-driver analysis. Bromwhich then 

made an appeal for a shift from accounting’s internal focus on operations 

to a more externally oriented and strategic position, addressing cost 

projections on input products, cost structures of competitors and the 

fluctuations of the market prices on output products (Carlsson-Wall et al, 

2015). Successive surveys and case studies concentrated on the 

relationships between accounting, management accountants and strategy 

with regard to relative decision-making processes (Cadez and Guilding, 

2008). 

 

 The recipients of accounting information for strategic decision-making 

processes of every kind, the actors who will use it to make the strategic 

decisions, are invariably the top management, while management 

accountants are seen as the principal preparers of the same, the actors who 

support the process by providing information (Carlsson-Wall et al, 2015). 

The degree of involvement of the latter in the strategic decision-making 

processes was increasingly studied and their outcomes confirmed how 

management accountants were gradually being integrated into strategic 
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decision-making by supplying relevant information regarding, for instance, 

markets and competitors. 

 

 The focus of the information employed, its financial or non-financial 

nature and degree of detail, encompasses an extensive range extending 

from financial measures to non-financial information regarding competitors 

and key technical developments (Carlsson-Wall et al, 2015). It furthermore 

comprises numerous SMA practices: 

- Attribute costing 

- Benchmarking 

- Brand valuation 

- Competitor cost assessment 

- Competitive position monitoring 

- Competitor-performance appraisal 

- Customer profitability analysis 

- Integrated performance measurement 

- Life-cycle costing 

- Lifetime customer-profitability analysis 

- Quality costing 

- Strategic cost management 

- Strategic pricing 

- Target costing 

- Valuation of customers as assets 

- Value chain accounting 

 

The orientation deals with the source from which the information 

derives: internal details such as costs, competences and resources, which 

are essential for the top managers; or external information regarding 

competitors, customers or suppliers, as well as the direction the flow of 

information takes. The company might, for example, limit itself to collecting 

information regarding competitors and customers, a unilateral approach, or 

may communicate it to customers and suppliers in a bilateral approach 
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(Carlsson-Wall et al, 2015). SMA, differently from traditional management 

accounting, characteristically presents an externally oriented perspective, 

even if the information flow is unilateral in nature, in that the information 

collected from the external environment is used to enhance the company’s 

competitive edge through the making of more informed decisions (Carlsson-

Wall et al, 2015). 

 

 

2.5.2. Accounting and strategizing 

 

 In the first decade of the 21st century, a series of authors pressed 

researchers for an extension of the view of strategy and focus beyond that 

of specific strategies, resulting in the stream of “accounting and 

strategizing”, which has begun to focus on the role played by accounting 

information in the day-to-day implementation of the company’s strategic 

action. Top management, in ongoing studies, is seen to be an important – 

but not exclusive – recipient together with others, often unexpected, who 

receive accounting information when reacting to top management’s 

strategic views, as in the case of officers and union representatives 

(Carlsson-Wall et al, 2015).  

 

 In this stream, management accountants remain an important 

preparer but are being challenged by groups such as project managers and 

other people outside the accounting department and top management, thus 

problematizing the management accountants’ calculations and re-directing 

company strategy by developing new ones. 

 

 Focus encompasses an extensive range of financial and non-financial 

information when accounting information is called upon to play a strategic 

role on a daily basis. Examples in point would include: 

- Investment calculations 

- Responsibility center organization 
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- Value-chain analysis 

- Non-financial information about functionalities, quality and product 

design 

- Particular accounting tools, such as payback calculations 

- The Balanced Scorecard 
 

The studies conducted in this context defined the Balanced Scorecard as a 

tool designed and used to deal with specific organizational problems, 

capable of generating different solutions for the companies studied. 

 

 Accounting and strategizing sees orientation as fundamentally 

internal, even if some external sources come into the picture, and the 

direction taken by the information flow is fundamentally unilateral, through 

the collection of internal and external information by the company with a 

view to making more informed decisions (Carlsson-Wall et al, 2015). 

 

2.5.3. SMA in close inter-organizational relationships 

 

 The new concept of strategy has recently begun to concentrate on the 

significance of close inter-organizational relationships, positing that the 

essence of corporate strategy lies in creating and maintaining close 

relationships with other businesses, thus turning to ongoing collaboration 

with others as the principal objective of any strategy, rather than the pursuit 

of victory over them (Carlsson-Wall et al, 2015). The resources and 

activities obtained through these close relationships can then be utilized by 

a company to enhance its own performance. In this vision, customers and 

suppliers are no longer part of a passive environment, but play an active 

role in decision-making. 

 

 The determination of strategy in close relationships, however, entails 

reacting to the actions of customers or suppliers for which strategic change 

cannot be planned consistently, which situates this line of research in 
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opposition to the deliberate view of strategy. In point of fact, a great part 

of company activity, as well as the stable patterns that emerge from them 

have never been the result of formal planning, for which the strategy 

eventually realized may depart from that originally planned. In other words, 

strategy dynamics are driven both by planned and unexpected events in 

relationships of this kind, and this serves as a focal point in which 

researchers may further develop and refine the SMA concept (Carlsson-Wall 

et al, 2015).  

 

 The working hypothesis that has emerged in this stream is that the 

recipients are the people involved in the close relationships who often take 

part in strategic decision making. The corporate positions they occupy 

extend from top management through middle and lower level management, 

also including key specialists as well. 

 

 The preparers, besides being management accountants, may 

comprise other groups of people supporting those who take the decisions. 

Whether middle managers or key specialists, what is essential in close inter-

organizational relationships is that interacting, adapting and learning 

constitute the foundation for strategy, so those working for close partners 

are in a position to supply strategically valuable information (Carlsson-Wall 

et al, 2015). 

 

 There is a wide range in the focus of the accounting information 

utilized in this stream, including (Gadde et al, 2003): 

- Financial information  

• budgets  

• revenues 

• costs  

• investment calculations 

 

- Non-financial information 
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• capacity utilization 

• customer satisfaction 

• throughput time and quality  

 

Information is exchanged between the collaborating companies to 

deal with unforeseen problems and opportunities, for which detailed 

financial and non-financial accounting information relative to their own 

company and to the other is used to help them identify improvements, 

make adaptations and initiate change (Carlsson-Wall et al, 2015). Rather 

than product and market information, attention is centered on the unique 

connections a company has with its close customers or suppliers due to the 

interdependence resulting from adaptions of resources and activities 

(Carlsson-Wall et al, 2015). It must be noted that attaining these close 

relationships may necessitate considerable investments both of time and 

resources, without necessarily generating large profit margins, but they 

nonetheless introduce indirect benefits that can be brought to bear in other 

relationships, for example through important knowledge acquired 

(Carlsson-Wall et al, 2015). Investing in one close relationship, in fact, has 

often being seen as instrumental in decreasing costs or increasing revenues 

in other relationships. 

 

The range of the orientation characterizing the information goes from 

internal details to external information regarding customers or suppliers. 

Once again, there is a need both to collect and to circulate to the latter 

information resulting from their interdependence and the activities, 

resources and actors adapted (Carlsson-Wall et al, 2015). The information 

flow is therefore presumably bilateral, with each of the close partners 

receiving a specific set of information enabling them to identify the 

improvements to be made (Carlsson-Wall et al, 2015). 
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2.5. A Survey of management accounting tools 

 

2.5.1. General survey background 

 

 Management accounting and related tools comprise a considerable 

variety of techniques and a number of different categories. A worldwide 

survey conducted by the Chartered Institute of Management Accountants 

(CIMA) in 2009, in fact, identified 11 different categories, divided into 

operational, managerial and strategic groups, each numbering from five 

(reward systems) to 16 (strategic tools). 

 

 Tool selection and use entail a certain implicit flexibility: the former 

varies with the technical knowledge, professional experience and judgment 

of the accountant, as well as the context, and the latter is not mutually 

exclusive, as two or more tools may be used together. Management 

accounting requires a vast range of skills enabling the proper tool to be 

selected for the task at hand, and as organizational needs change with time, 

practices must necessarily change with them, often necessitating additional 

tools, in an ongoing, natural process of adaptation (CIMA, 2009). 

 

2.5.2. Operational indications 

 

 Fifty percent of the CIMA survey respondents represented the service 

sector, comprising professional, financial and other services, while another 

thirty-one percent came from the manufacturing sector, the remainder 

being made up of “public and education”; retail and trade; IT and 

telecommunications; hospitality and so forth (Kovachev and Ryan 2009).  
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Figure 2.1: Responses by sector 

 
The majority (61%) of them were UK-based, reflecting global CIMA 

membership, while the other national groupings included “Rest of Europe” 

(12%), Asia (9%), Africa (7%), and “Rest of World” (12%, where 

Australasia, North America and the Middle East totaled less than 30 

respondents each) (Kovachev and Ryan 2009). 

 
Figure 2.2: Responses by region 

 
 

Over half of the respondents came from companies that were large 

(39%) or very large (12%), while the medium and small organizations 

amounted to 23% and 26% respectively (Kovachev and Ryan 2009). 
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Figure 2.3: Responses by size of organization

 

 

The number of business units inside each organization varied from 

one to more than five, with 37% of the respondents reporting five or more, 

24% reporting between three and five, and 11% reporting between one and 

three; 28% reported a single business unit (Kovachev and Ryan 2009). 

 
Figure 2.4: Number of business units within the organization 

 
 

2.5.3. Survey outcome 

 

 The results of the survey revealed the ten most-used management 

tools, as shown in the graph below. 
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Figure 2.5: Most-used tools 

 
 

At the top of the list was financial year forecasting, employed by a 

good 86% of the respondents, followed by profit before tax (82%), and 

cash forecasting (78%); the remainder were situated between 73% and 

62%. Number one (financial year forecasting) and number three (cash 

forecasting), together with number eight (rolling forecast), were budgeting 

tools; number two (profit before tax), together with number six (gross 

margin) and number ten (net profit margin), were performance 

measurement tools; number five (strategic planning) and number nine 

(SWOT analysis) were strategic tools; and number four (variance analysis) 

and number seven (overhead allocation) were costing tools. In other words, 

the overview evidenced a predictable range in the tools employed by the 

organization. 

 

2.5.4. Tools for the future 

 

 On the basis of the survey results, the authors provided a short-term 

prediction of how management accounting is developing. When asked which 

tools they intended to adopt within the following two years, the 
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management accountants showed a marked preference for the balanced 

scorecard, followed at a considerable distance by nine other tools: 

 

1. Balanced Scorecard 

2. Customer profitability analysis 

3. Rolling forecasts 

4. Activity-based management 

5. Environmental management accounting 

6. Product/service profitability analysis 

7. Activity-based costing 

8. Post-completion audits 

9. Business process re-engineering 

 

 

2.5.5. Final considerations on the survey 

 

 Besides the variety of tools used, across a range of operational, 

managerial and strategic functions already mentioned above, the results 

evidence an ongoing tendency to combine traditional and new tools, in what 

is considered to be a positive strategy indicating the continual growth and 

refinement of the body of the discipline. Some objections are raised in the 

case of traditional tools still widely used, but which academics and 

consultants feel should be discontinued in favor of alternatives that would 

result more informative, citing the unsuitability of payback as a means of 

investment appraisal (Kovachev and Ryan 2009). The same problem is 

observed in the budgeting area, where deeply-rooted but outdated 

traditional practices such as financial year forecast and cash forecast (which 

resulted first and third in the survey itself), presently resist attempts to 

radically re-invent budgeting and performance management (Kovachev and 

Ryan 2009).). 
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 Another important consideration regards the variety of tools 

employed, which is directly proportional to the size of the organization, as 

shown in the graph below. 

 
Figure 2.6: Average number of tools used in different organizations 

 
 

 Also in evidence is the fact that the manufacturing sector leads in the 

use of tools, with the financial service sector a close second. The public 

sector, probably due to the lack of a profit motive, generally uses fewer 

tools, concentrating on strategic ones (Kovachev and Ryan 2009). 

 

Conclusion 

 

 This chapter has provided an overview of the development of 

management accounting tools, in particular those of strategic management 

accounting, in the course of the last 80 years, as the discipline progressively 

adapted to the new business needs and technology of the emerging global 

economy. The three streams characterizing this development have been 

presented, as have the important distinctions entailed in the communication 

of information, and the situation of SMA implementation, with the multiple 

challenges it poses. Lastly, the worldwide progress made in this last decade 

has been documented through the results of a survey conducted by the 

Chartered Institute of Management Accountants, which analyzed the tools 
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presently in use and of imminent adoption in relation to different 

geographical locations, economic sectors and organizational sizes. 
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Chapter 3 
Origin, Successive Developments and Operating Guidelines of the 

Balanced Scorecard 
 

Introduction 

 

The digital scenario that emerged in the last few decades of the 20th 

century has progressively rendered inadequate the traditional financial 

performance measures that contemporary businesses employ. The latter 

functioned satisfactorily during the industrial era but are unable to evaluate 

the whole of the skills and competencies required for success in today’s 

highly competitive markets (Maltz, Shenhar, Reilly, 2003). It is therefore 

essential that the companies operating in these markets are able to 

successfully exploit and carefully manage their intangible assets rather than 

investing or managing real and tangible assets. Intangible assets, in fact, 

allow customer loyalty to be established, high-quality, short-term 

personalized products and services to be introduced, employees to be 

motivated so as to continuously improve quality and competencies and 

technologies and information systems to be exploited (Kaplan and Norton, 

1996). 

 

For this reason, a number of more complex approaches have been 

developed in the last three decades, making use of multiple financial and 

operational measures, in an attempt to provide a clear performance target 

or highlight the critical areas of a company. Chief among these is the 

Balanced Scorecard, which made its appearance in the early 90s and has 

been increasingly implemented in large firms worldwide in the course of the 

last 25 years (Kaplan and Norton, 1992). 

 

3.1. The origins of the BSC 

 

The scorecard premiered in the January-February 1992 issue of The 

Harvard Business Review. In the article, Robert S. Kaplan and David P. 
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Norton reported the logic underlying the development of this tool in the 

course of a year-long project conducted with 12 companies representing 

benchmark performance management. In addressing the inadequacies of 

performance management systems, other managers and academic 

researchers had previously concentrated either on financial or operational 

measures, whereas senior executives had realized that a more complex, 

balanced presentation of both areas was required. 

 

The scorecard provided an entirely innovative, comprehensive 

approach to these issues, presenting four major characteristics (Kaplan and 

Norton 1993): 

1. The company’s mission and strategy are highlighted in a top-down 

reflection, differently from the traditional bottom-up measures, 

which are often irrelevant. 

2. The BSC is forward-looking, addressing as it does current and 

future success instead of simply concentrating on the last reporting 

period with no indication of performance improvement. 

3. The BSC integrates external and internal measures, enabling 

management to see where previous trade-offs between 

performance measures have been made and contributing to ensure 

that this does not occur in the future. 

4. The BSC helps companies to focus properly, as it concentrates 

managers’ attention exclusively on the measures that are most 

critical for the company, without overloading them with far more 

measures than necessary. The measures are custom-designed for 

each unit it is applied to, and fifteen to twenty of them are 

generally sufficient. 

 

The Balanced Scorecard therefore included financial measures that 

provided the results of previously-taken actions and complemented them 

with operational measures contemplating customer satisfaction, internal 

processes, and innovation and improvement activities, all measures that 
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would fuel the future financial performance of the organization. This tool 

consequently enabled managers to simultaneously view performance in 

different areas, instead of dangerously relying on a single instrument on 

which could be misleading. 

 

These areas were defined by the authors as “four important 

perspectives” or performance measures with which to assess customer 

perspective, internal perspective, innovation and learning perspective, and 

the financial perspective. The number of measures used, while deriving 

from different perspectives, is limited in order to minimize information 

overload by focusing on those that are most critical. The BSC can be created 

by each company in order to reflect its experiences and to “clarify, simplify 

and operationalize” the vision at the top of the organization, focusing on a 

short list of critical current and future indicators. 

 
Figure 3.1: Template Balanced Scorecard

 

 

The companies who adopted the BSC soon discovered that it satisfied 

multiple managerial needs by compounding in a single report apparently 

disparate elements of their competitive agendas, such as optimizing 
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customer orientation, response time, quality, teamwork, product launch 

time reduction and long-term management. The BSC was also found to 

guard against suboptimization by forcing senior managers to evaluate all 

the major measures together, in order to make sure that improvement in 

one area is not achieved at the expense of another. Time to market may, 

for instance, be reduced either by improving the management of new 

product introductions or by marketing only products that are incrementally 

different from existing ones.  

 

Originally introduced as a performance measurement tool, the 

scorecard, in the space of a decade, became increasingly associated with 

strategy implementation, serving as a management framework capable of 

identifying and exploiting the key value drivers that businesses could exploit 

to optimize their strategy. Strategy mapping was, in fact, now playing a key 

role in meeting the contemporary challenge of continuously changing 

operating conditions, and the scorecard had developed in a way that 

enabled it to support “missions” of different kinds such as profit 

maximization, service delivery or resource optimization, also incorporating 

intangible strategic values like people, systems, processes, and ability to 

innovate. 

 

The widespread success in the use of the scorecard by organizations 

of every kind to realize and integrate the strategic contribution deriving 

from the value drivers fundamentally depends on two essential factors: the 

consistency and alignment provided between non-financial and financial 

measures and its ability to identify and measure the specific value drivers 

underpinning performances. Managers are consequently facilitated in 

aligning measures and strategy and in testing their assumptions on the 

drive behind organizational success (Murby and Gould 2005). 
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3.2. The four macro areas of the Balanced Scorecard and how they 

work 

 
Figure 3.2: The four macro areas of the Balanced Scorecard 

 Objectives Measures Target Activities 

Customer     

Financial     

Internal 
Business 

    

Innovation     

 

3.2.1. The Customer Perspective 

 

Companies are increasingly concerned with how they are seen by 

customers so the customer perspective is consequently one of the four 

critical areas contemplated by the scorecard. Businesses have to target the 

customer and market segments in which they have decided to compete 

focusing on essential measures identifying the factors that customers deem 

essential. These concerns would typically regard customer satisfaction, 

customer loyalty, customer acquisition, customer profitability, customer 

retention and market share (as well as time, quality, performance and 

service and cost), all of which must be in line with the chosen segments. As 

customers’ needs are increasingly seen as crucial in planning, managers 

must succeed in translating their mission and strategy into objectives 

specifically linked to their market and clientele (Kaplan and Norton, 1992). 

 

As existing customers and potential customers are, however, two 

completely different aspects to consider because they do not have the same 

preferences or knowledge of the product or service involved. For this 
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reason, in-depth market research must be conducted to properly identify 

market and customer segments and their preferences with regard to such 

factors as price, quality, functionality, imagine, reputation and service, and 

the objectives of each customer segment must be specified in the balanced 

scorecard, which constitutes the strategy of the firm (Kaplan and Norton, 

1992). 

 

The basic measures which may generally be applied to organizations 

of every kind can be grouped and connected in a causal chain, as can be 

seen in the diagram below (Kaplan and Norton, 1996). 

 
Figure 3.3: The customer perspective 

 
 

• Customer satisfaction: a measure of how products and services 

supplied meet or surpass customer expectation with regard to specific 

performance criteria. 

• Customer loyalty: a measure, in absolute or relative terms, of the 

likelihood of a business’s retaining customers or maintaining relations 

with them . 
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• Customer acquisition: a measure, in absolute or relative terms, of the 

rate at which a business attracts or acquires new customers. 

• Customer profitability: a measure of the net profit deriving from a 

customer or a customer segment, once the customer support costs 

have been deducted. 

• Market share: a percentage of total sales volume in a market captured 

by a product or a company, in terms of customers, total revenue or 

sales volume. 

 

3.2.2. Kaplan and Norton’s example 

 

In their introductory paper, the authors envisioned a semiconductor 

company called Electronic Circuits Inc., whose goals included reducing 

product-to-market time, improving customers’ time to market, creating 

partnerships in order to become customers’ supplier of choice and focusing 

on customer needs to drive innovation. These general goals were translated 

by management into four specific goals and an appropriate measure set for 

each of them. New products were tracked by measuring the percent of their 

sales and the percent from proprietary products, both readily available 

internally. “Reliable responsive supply” was instead, assessed by individual 

customer responses and, as their definitions varied, a database containing 

the factors as defined by each of ECI’s major customers was created, thus 

forcing the company to evaluate its performance through the eyes of its 

customers (Kaplan and Norton, 1992).   

 

As some defined “on-time” as any shipment arriving within a five-day 

window of scheduled delivery, and others made reference to a nine-day 

window, while the window the company had been adopting was seven days, 

the result was that while ECI was overachieving at one end, it was 

underachieving at the other.  
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To address this problem, some firms resort to anonymous customer 

surveys performed by third parties, which similarly provide a customer-

driven report card, a practice widely implemented, for instance, in the 

automobile industry and in the measurement of on-time arrivals and lost 

baggage in the airline industry. Other strategies include the use of 

benchmarking procedures comparing company performance against 

competitors best practice, and “best of breed” comparison programs of 

practices employed in diverse industries so as to form a composite of best 

practices to be used in fixing the performance objectives of a company. 

  

These measures of time, quality, and performance and service are 

essential for a company, as well as the cost of its products. Customers, 

however, consider price as only one of the costs incurred in their business 

dealings to which must be added those relative to ordering, scheduling 

delivery, paying for materials; the scrap, rework and obsolescence of the 

same; and those generated by incorrect deliveries. If, however, a supplier 

is in a position to provide defect-free products in exactly the quantities 

required, at exactly the time specified, making use of effective digital 

technology for data interchange (and thus optimizing ordering, invoicing 

and payment), it may charge a higher unit price for its products because, 

in the end, it will result a lower cost supplier (Kaplan and Norton 1992). 

 

3.2.3. The Financial Perspective 

 

The financial perspective provides a focus for the objectives and 

measures of all of the other perspectives of the Balanced Scorecard and 

reflects the long-term target of a company, namely, obtaining greater 

profits than the capital invested. Financial performance assesses the degree 

to which company strategy, implementation and execution are contributing 

to its profitability and its relative goals typically concern profitability, 

growth, and shareholder value (Kaplan and Norton, 1996). 
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Each of the chosen measures should be seen as a link in the cause-

and-effect chain contributing to an improvement in financial performance. 

While many companies utilize identical financial objectives for all of their 

business units, an approach that is feasible and not erroneous in that it 

enables the managers of the different units to be evaluated using the same 

criterion, it however fails to contemplate cases in which different strategies 

may be followed in the different units. It is, therefore, better to identify 

appropriate monetary indicators for each business unit (Kaplan and Norton, 

1996). 

  

A firm’s financial objectives, furthermore, will differ at each stage of 

the company’s lifecycle. A company’s growth and expansion stages require 

considerable resources for product and service development, construction 

and expansion of plants, systems, infrastructures and network investments, 

as well as for building customer relationships. The financial objectives at 

this stage, therefore, highlight the increases in sales, new markets and new 

customers, with a level of expenditure adequate for the strengthening and 

growth of its different sectors. 

  

During the established stage, instead, attention turns to the return in 

invested capital, market share and investment projects for continuous 

improvements, for which the relative objectives are based on traditional 

financial measure such as Return on Income (ROI), Operating Income, 

Economic Value Added (EVA) and Earning per Share (EPS). 

  

In the maturity stage, finally, the company attempts to reap the fruit 

of previous investments, with no further investments in expansion, but only 

those necessary for the maintenance of equipment and training, with 

objectives that reflect the maximization of cash flow. 

 

In each of the three developmental stages, the company, in pursuit 

of its business strategies, is guided by three financial themes, namely 
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increase in revenue growth, cost reduction and productivity improvement, 

and asset utilization in investment strategy. The specific measures will, of 

course, vary with the strategy followed. Here below follows a basic outline 

of the descriptors involved (Kaplan and Norton, 1996). 

 

Revenue growth regards expanding the offering of products and services, 

accessing new customers and markets, highlighting higher-value-added 

offerings in changes of the product/service mix, as well as re-pricing the 

latter.  

- Expanding the offering of products and services. During the growth 

stage, the focus is on the expansion of lines and existing products or 

on offering entirely new products and services. Preferentially, any 

new offer should represent a definite improvement compared to the 

past so as to attract new customers and markets and not simply 

replace the old with the new. The specific measure employed in this 

case is di percentage of revenues deriving from the new products and 

services in a fixed period of time. 

- Accessing new customers and markets. Similarly in the growth stage, 

existing products and services may be proposed to new customers 

and markets. The applicable measure in this case is the percentage 

of revenue deriving from the new customers, or market segment or 

geographical areas. 

- Higher-value-added offerings in changes of the product/service mix. 

This revenue increase strategy is based on a modification of the 

existing relation between products and services by either exploiting 

the cost advantage in specific market segments (i.e. taking away 

competitors’ turnover by applying a lower price) or by differentiating 

the offer. The respective measures in these two cases are constituted 

by the percentage of sales increase in the segments in which 

intervention is undertaken and percentage of sales increase deriving 

from the premium price. 
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- Re-pricing. During the maturity stage, a revision of the price 

strategies regarding products, services and customers whose 

revenues are inferior to the costs incurred is carried out. The pertinent 

measures consist in a comparison between the average price per 

sector for each unit sold and the average price applied and the 

revenues per unit. 

 

Cost reduction and productivity centers on the efforts to increase the 

product sales, lower unitary costs, and share common resources with other 

business units. 

- Lower unitary costs. During the established stage, firms aim at 

reducing the unitary cost for the production of an item taking into 

consideration both the direct and indirect costs. The relative 

measures are the operating margins, profitability indexes and the 

ROI. 

 

Asset utilization and investment focuses on enabling managers to 

optimize asset utilization. 

- Optimize asset utilization. This strategic option concentrates on 

improving the relative investment procedures, both to increase 

productivity deriving from capital investment projects and to 

accelerate the investment process so as to expedite financial return. 

The measure involved is the duration of the cash to cash cycle for 

investments in tangible and intangible assets. 

 

3.2.4. The Internal Business Perspective 

 

 Once a company has targeted its objectives and measures for 

the financial and customer perspectives, it can focus on the indicators of 

the processes which will enable it to reach the objectives targeted for its 

customers and shareholders. In other words, the measures required are 

those relating to what needs to be done internally, the strategies which 
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must be studied and implemented, for a company to meet its customers’ 

expectations, in terms of processes, decisions and actions and typically 

regard factors affecting, for example, cycle time, quality, employee skills 

and productivity. It must furthermore try to pinpoint and measure both the 

core competencies and critical technologies required for continued market 

leadership. 

 

The BSC approach highlights performance measurements reflecting 

those entirely new processes required to achieve excellence in meeting 

these customer and financial objectives, the most critical internal process 

objectives for successful organizational strategy. The traditional approaches 

are instead limited to monitoring and improving existing business 

processes, possibly incorporating quality and time based-metrics with 

exclusively financial measures, and this is the first of the two main 

differences between the traditional approach and that of the BSC (Kaplan 

and Norton, 1996). 

  

The second difference calls for innovation processes to be 

incorporated into the internal business perspective, whereas traditional 

performance measurement systems limit themselves to the here-and-now 

processes involved in getting existing products and services to existing 

customers. The traditional approach, that is, focused on controlling and 

improving existing operations, the so-called short-wave of value creation, 

while long-term financial success may call for innovative new products and 

services capable of meeting the needs both of current and future customers. 

The long-wave of value creation represented by the innovation process is 

seen by many organizations as a formidable driver of financial performance 

in the future, but managers need not choose between the two because the 

objectives and measures for both the long-wave innovation cycle and the 

short-wave operations cycle are incorporated in the internal business 

process perspective of the BSC (Kaplan and Norton, 1996). 
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 A generic value chain, however, can be identified and adapted to the 

needs of the individual businesses in preparing the internal business 

perspective, it comprises three fundamental processes, starting with the 

innovation cycle, continuing with the operations cycle and ending with the 

post-sale service cycle. 

 
Figure 3.4: Value chain internal perspective 

Customer Need Identified 

 
Customer Need Satisfied 

	 	 				Source: Kaplan and Norton (1996) 

 

The innovation cycle, that is to say, research and development, is an 

essential internal process, all the more so for companies such as those 

dealing in pharmaceuticals, software or high-tech in general. Indeed, the 

long cycles of planning and development of these organizations require 

them to be even more efficacious, efficient and timely in their innovation 

processes than in their operating processes. In this cycle, market research 

must be carried out to identify market size, customer preferences and new 

opportunities and markets, after which actual planning and development 

processes of products and services may be undertaken (Kaplan and Norton, 

1996). 

 

The operations cycle begins with the arrival of an order and ends with 

the delivery of the product or service to the customer. As the operations 

involved tend to be repetitive, management techniques can be used to 

control and improve the processes relating to receipt of order, production, 
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sales and delivery, integrating financial measures and costs with measures 

based on quality and cycle time (Kaplan and Norton, 1996). 

 

The post-sales service cycle includes activities connected to warranty, 

repairs, correction of defective products and terms of payments. Those 

firms wishing to satisfy customers expectations by offering above-average 

post-sales service can measure their performance utilizing time and cost 

indicators to assess, in the former case, speed of response, and in the latter, 

service efficiency (Kaplan and Norton, 1996).  

 

3.2.5. The Innovation and Learning Perspective (or Learning and 

Growth) 

 

 The fourth perspective of the Balanced Scorecard is designed to 

supply the drivers which will enable the objectives of the other three 

perspectives to be reached, thus creating long-term growth and 

improvement. While the customer and internal business perspectives 

identify the factors that are critical in attaining current and future success, 

businesses would encounter difficulties in meeting these long-term targets 

using present-day technologies and capabilities, not to mention the need 

for continual improvement of their capabilities for delivering value to 

customers and shareholders stemming from the intense global competition 

that characterizes the markets.  

 

These long-term growth objectives necessarily call for investments in 

plants and equipment, research and development, but also infrastructures 

consisting in people, systems and processes. Three major aspects must be 

taken into consideration in this perspective: the capabilities of people, those 

of information technology and the motivation, empowerment and alignment 

of employees (Kaplan and Norton, 1996). 
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The capabilities of people. The role played by an organization’s personnel 

has changed radically in the last few decades. In the past, employees were 

hired to carry out specific well-defined tasks and were monitored to make 

sure that the tasks were properly performed as planned. In the 

contemporary scenario, instead, constant repetition of the same work, at 

the same level of efficiency and productivity, can no longer guarantee the 

success of the organization. Improvement must be continuous and the ideas 

behind its implementation should come directly from the employees 

working in close contact with the internal process and customers. 

 

To effect this change, the personnel must be re-trained to integrate creative 

capabilities with manual ones. Companies adopt three measurements to 

assess employees’ performances, as follows:  

- Employee satisfaction is the primary source of loyalty and productivity 

since a dissatisfied employee is rarely loyal and significantly 

productive. It is therefore fundamental in increasing productivity and 

the quality of both products and services, which in turn are essential 

in achieving customer satisfaction. The constituent elements of 

employee satisfaction are involvement in company decision, company 

recognition of the work accomplished, access to information enabling 

personnel to optimize job performance and encourage creativity. 

Annual or monthly surveys are generally used to measure employee 

satisfaction. 

- Employee loyalty is based on the idea that the employees constitute 

an investment for the future, for which efforts must be made to 

ensure that appropriate learning and competence development are 

generated, simultaneously making sure that the employees for whom 

the company has a long-term interest are not lost and who represent 

their intellectual property are not lost and remain with the company. 

Loyalty employees share the organizations objectives and values, 

have in-depth knowledge of its processes and perceive the customers’ 

needs. 
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- Employee productivity is the measurement that provides the ultimate 

idea of the degree to which employees’ capabilities and moral have 

been built up in order to correlate the final output with the number of 

employees needed to achieve it. 

 

The capabilities of information technology. Today’s competitive 

business scenario requires that companies be provided with excellent 

computer systems enabling them to rapidly access detailed information 

regarding customers, internal processes and the financial consequences of 

their decisions, especially in the case of employees working in direct contact 

with the public. Those dealing with operating processes instead, need rapid, 

accurate feedback on products or services rendered, in order to implement 

improvements, eliminate defects and reduce costs. 

 

Motivation, empowerment, and alignment of employees. This third 

factor influencing learning processes and growth is seen as a driver of 

motivation and spirit of initiative in employees, as well as of their 

assumption of responsibility, organizational involvement and coherent 

behavior.  

	
3.3. A practical example: How Apple Computer adopted the 

Balanced Scorecard to adjust its long-term performance 

 

 As previously specified, a company’s vision and strategy will 

determine the objectives, measures, targets and initiatives of the four 

perspectives of the balanced scorecard. A case study in point is the one 

developed by Apple Computer, one of the first companies to employ it. 

Senior management focused on a strategy to take discussions beyond gross 

margin, return on equity, and market share, selecting multiple 

measurements within each of the four perspectives. Shareholder value was 

emphasized for the financial perspective; market and customer satisfaction 

were pinpointed for the customer perspective; core competencies were 
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selected for the internal process perspective; and employee attitudes were 

identified for the innovation and improvement perspectives. Apple’s 

management prioritized these categories in the order below (Kaplan and 

Norton 1993). 

 

Customer satisfaction. Although Apple’s historical focus was on 

technology and products, basing its competition on designing better 

computers, customer satisfaction metrics were introduced to orient 

employees in the transition towards becoming a customer-driven company. 

Because its customer base was not homogeneous, Apple decided to develop 

its own independent surveys to track its key market segments globally, 

rather than turn to a well-established customer survey company with 

experience in the computer industry. 

 

Core competencies. A few key competencies were targeted by company 

executives for maximum employee attention: user-friendly interfaces, 

powerful software architectures, and effective distribution systems. 

Measuring performance along these dimensions was, however, seen to be 

problematic, and experimentation was, therefore, undertaken to obtain a 

quantitative assessment of these hard-to-measure competencies. 

 

Employee commitment and alignment. Comprehensive employee 

surveys are conducted every two years in each of its organizations and 

randomly selected employees are surveyed more frequently. The questions 

regard with how well the company strategy is understood and whether or 

not the results the employees are asked to deliver are consistent with that 

strategy. The survey results explicate both the actual level of employee 

responses as well as the overall trend of responses. 

 

Market share. Reaching an adequate threshold of market share was 

deemed essential by senior management both for the evident sales growth 
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benefits but also because it meant attracting and retaining software 

developers to Apple platforms. 

 

Shareholder value. Even if this measure is a result and not a driver of 

performance, it appears as a performance indicator to counterbalance the 

previous emphasis on gross margin and sales growth, now superseded 

because they do not contemplate present-day requirements for investments 

generating future growpth, which the shareholder value metric does. The 

fact that most of Apple’s business is organized on a functional basis 

consisting of sales, product design, and worldwide manufacturing and 

operations means that shareholder value cannot be calculated at a 

decentralized level, but it does enable senior managers in each of the main 

organizational unit to evaluate the impact of their activities on the whole as 

well as of new business ventures. 

  

3.4. The Balanced Scorecard as a Strategic Management System 

 

As explained above, a Balanced Scorecard enhances traditional 

financial measures with benchmarks for performance in three key non-

financial areas, thus, attaining a broader perspective on the company’s 

situation and activities while providing a powerful organizing framework. 

This instrument, consequently, enables management to coordinate and 

fine-tune all operations and businesses to ensure that every activity is 

aligned with the company strategy. 
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Figure 3.5: Putting the Balanced Scorecard to work 

 

 

 .       . Source: Kaplan and Norton 1993 

 

Four processes provide the guidelines for connecting short-term activities 

to long-term objectives (Kaplan and Norton, 1996): 

 

1. Translating the vision. The scorecard’s measurement focus obliges 

managers to agree on the metrics to be used in order to convert their 

visions into pragmatic operations. 

2. Communicating and linking. Company strategy becomes accessible 

and useful to all when the scorecard is made available at every level 

of the organization. The overarching strategic objectives and 

measures of the high-level scorecard are thus tailored into objectives 

and measures suitable for each group. These targets, related to 

individual performance and compensation systems, provide individual 

personal scorecards, allowing an employee to understand how the 

overall strategy is sustained by his or her productivity. 
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3. Business planning. Strategic planning and budgeting are generally 

carried out through separate procedures and even separate units 

inside a company, typically giving rise to problems on the testing 

ground of long-term planning. The BSC, instead disciplines companies 

into integrating the two functions to make sure that strategic 

objectives are indeed supported by financial budgets. Once 

performance measures have been set for the four scorecard 

perspectives, the essential drivers of the outcomes desired are 

identified, as are the indicators to be employed to assess the progress 

made with them. 

4. Feedback and Learning. The Balanced Scorecard, through its strategic 

feedback and review mechanism, helps a company to create 

something often lacking in business situations, namely how 

inferences and theories relating to cause-and-effect may be adjusted 

after appropriate reflection. The data entered into the scorecard, 

providing feedback on products and services, new concepts regarding 

internal processes, and breakthroughs in technology, will then enable 

the company strategy to be continually improved and to monitor its 

efficacy at any point and identify any problematic issues. 

 

3.5. The five guiding principles identified by Kaplan and Norton 

 

 Early on the authors Kaplan and Norton indicated that five “key 

principles” were essential for the successful development and 

implementation of a strategic scorecard, a vision which continues to hold 

true after over twenty-five years of its application and progressive 

modification. These principles may be summarized as follows. 

 

Translate strategy into operational terms. It must first be understood 

that the BSC does not formulate strategy but describes it, linking the 

activities of each business/organizational unit and department and thereby 

re-enforcing organizational strategy so that the overall performance 
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exceeds the value of the sum of its parts. The reporting structures must be 

conceived so that the company’s strategic themes and priorities are 

embedded in a way that consistently enables the message and corporate 

priorities to permeate every aspect of the business. The technique 

employed for this is strategy-mapping, which will be further detailed in 

section 3.6 (Murby and Gould 2005). 

 

Align the organization to the strategy. Successful implementation of 

the BSC depends on a company’s ability to achieve consistent strategic 

alignment and focus, typically by developing and communicating two to 

three complementary and mutually supportive strategic themes. This will 

enable it to balance and focus long and short-term priorities which could 

otherwise potentially conflict.  

 

The strategic themes emerge after reflection on what needs to be 

done internally to achieve the desired outcomes and the provision of a 

manner of dividing the strategy into segments representing general 

categories or projects. They generally relate to internal business processes, 

each acting in support of the over-arching corporate strategy, and each 

containing its own strategic hypothesis, set of causal relationships and 

possibly its individual scorecard.  

 

After clarifying corporate level strategy in terms of corporate themes 

and corporate roles, the actual communication process gets underway, 

going from division or department level to corporate head, enabling 

strategy and strategy management plans to be more easily refined in every 

part of the organization. This process frequently entails negotiation and 

discussions until agreement has been reached on the objectives and 

priorities. The process can be applied to diverse business units as well as to 

external partnerships (Murby and Gould 2005). 
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Make strategy everyone’s job. The prime imperative in rendering the 

BSC maximally effective lies in both its strategic and communication 

functions, its underlying strategy must be not only understood but also 

shared by all the employees, so that they will conduct their business in a 

way that contributes to the corporate mission and objectives. The three 

processes defined by Kaplan and Norton as vital in achieving this alignment 

are communication and education, the development of personal and team 

objectives and the creation of incentives and reward systems connecting 

performance and reward. 

 

The strategy itself is launched by first instructing the staff (strategy 

awareness), and successively testing that it has been understood (strategy 

mind share), checking that employees believe in its implementation 

(strategy loyalty), and finally assessing the extent to which employees are 

teaching each other about it (promoting the concept and engagement of 

strategic missionaries). Besides meetings, brochures, newsletters and the 

internet, greater impact may be achieved in promoting the scorecard 

approach by fostering workshops involving managers and possibly frontline 

staff or by working with local groups of staff in the customization of the 

scorecard itself. 

 

Strategic objectives are embedded in the organization in a number of 

ways to ensure that communication is effective and timely. This is crucial 

embedding the strategic objectives of the corporate scorecard into personal 

and team objectives (Murby and Gould 2005). 

 

Make strategy a continual process. Strategy must become a continual 

process carried out by means of strategy management meetings and the 

learning process. Since operating conditions are in a state of continuous 

change, business strategy must follow suit and strategy management is 

therefore required, integrating tactics and strategy into a continual, 

uninterrupted process. In this area, particular attention must be reserved 
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to budgets, which may in this way become the link between operations and 

strategy instead of an inflexible tool, as they define resources allocated to 

business unit operations as well as the performance targets associated with 

them. 

 

 There are three themes that characterize the implementation of this 

learning process. First of all a link is established between strategy and the 

budgeting process, and the strategic impact of spending decisions is 

analyzed. As a consequence some companies choose to work with two 

separate budgets, an operational budget functioning as a management tool 

focusing on day-to-day expenditure and a strategic budget protecting long-

term strategic initiatives in the face of short-term financial performance 

pressures. The second theme regards the creation of management 

meetings to assess the strategy and enhance involvement in scorecard 

issues. The third theme focuses on transforming strategy into a continual 

learning process by concentrating on the causal relationships between 

individual, departmental and business units actions, reporting progress and 

both hypothesizing and testing the results (Murby and Gould 2005). 

 

Mobilize change through executive leadership. All-out, explicit 

commitment of the most senior level of management is indispensable for 

successful implementation of the scorecard program. In a scenario of large-

scale change that comprises organizational or culture-change processes, it 

is essential that the leadership and management style of the senior 

executive is characterized by communication, participation, employee 

initiative and involvement in a context of urgency for change. This change 

may be required to reverse under-performance and/or respond to a 

changing operating environment, but in any case senior management must 

supervise three different phases of the change itself, namely mobilization, 

governance and the creation and modification of the strategic management 

system. The adoption of the new BSC measurement and management 

system itself assists organizational leaders in communicating the vision for 
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change and in the empowerment of business units and individual staff 

members to promote innovation in the ways in which they carry out their 

day-to-day jobs and stimulating them to achieve the corporate objectives 

(Murby and Gould 2005). 

 

3.6. The strategy map; a comprehensive troubleshooter 

 

 It is essential at this point that it be noted that the scorecard alone is 

not a tool for strategy formulation, but a description and interpretation of 

the strategy itself, based on hypothetical causal links between actions or 

drivers (lead indicators) and their desired outcomes (lag indicators). Kaplan 

and Norton promoted the graphical representation process of these links as 

strategy mapping. Identifying and effectively managing these causal 

relationships provides a solid structure for the implementation of the 

scorecard, as it visualizes the business model (deployment of assets, the 

measurement of results and the management of resources required to 

reach the strategic goals) in a general, logical and comprehensive 

framework as well as through a single lens (Macnab et al, 2010). 

 

 The visual framework of the strategy map provides the corporate 

objectives within the four perspectives identified by the scorecard and built-

in flexibility for its application in various industries. A properly-created 

strategy map brings into focus the relationship between corporate strategy 

and the day-to-day activities of employees, with significant benefits in 

collaboration and coordination. In this digital age, in fact, it is essential in 

assessing the competitive advantage of intangible assets such as employee 

skills, customer relationships, and innovation, all of which can only be 

evaluated when a strategy is in place.  
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3.6.1. Building the strategy map 

 

 The Balanced Scorecard must represent a chain of assumed causal 

relationships between and within each perspective on the scorecard. The 

respective key performance indicators must be clarified, together with the 

way in which each is achieved. Two steps must be followed in building it: 

clarification of the mission and strategic vision, followed by specification of 

the objectives required to realize this vision in the different scorecard areas 

(Murby and Gould 2005). 

 

 In over a quarter of a century, the scorecard has developed 

continuously, reaching what is now considered its third generation, in which 

the business model is not only understood but tested, precisely by obtaining 

greater clarity between the assumed non-financial performance drivers and 

cash flow. The links thus clarified and expressed between drivers and their 

impact on progressing towards strategic success are evidenced in the 

strategy mapping process. In other words, what the strategy map displays 

is the impacts that the diverse activities determine. When properly 

constructed so as to link actions to their impacts, the desired outcomes can 

be targeted through appropriate operations. 

 

 All of this may be best understood by examining how balanced 

scorecard strategy maps can be adopted in extremely different areas, both 

in the private and public sectors. The hypothetical examples below 

contemplate the strategy maps of two different situations: a bank and a 

software producer. 
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Figure 3.6: Bank scorecard 

  Source: authors elaboration 
 

 At the top of its strategy map, the bank – the perfect example of a 

for-profit institution – has obviously placed its financial objectives: 

increasing its sources of revenue and improving cost efficiency. The 

customer perspective then highlights the interaction that will impact on 

achieving these goals, namely, augmenting customer satisfaction in the 

bank’s services, identify and meet customer needs, and providing rapid and 

reliable services, because all of these actions will increase customer 

satisfaction and consequently generate more revenue. The achievement of 

this objective is similarly addressed in the internal perspective by 

highlighting the need to pinpoint and target local opportunities as well as 

re-enforce crucial partnerships, which also focuses on risk management and 
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productivity in the process of improving cost efficiency. The former case 

calls for predispose risk management and devise solid crisis recovery 

strategies, while the latter focuses on the improvement of efficiency by 

maximizing technology and upgrading the credit approval procedure. The 

final perspective, learning and growth, centers on optimizing employee 

competencies by providing valuable skills training and a collaborative and 

proactive environment, while promoting a corporate culture through clear 

communication and understanding of the organization’s strategy. In this 

example, it is clear that in this case, the one map is valid for all of the bank’s 

departments and divisions, whereas other organizations may have a 

separate map for each. 

 

 
Figure 3.7: Software scorecard 
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Learning and 
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Stimulate employee 
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Source: authors elaboration 

 

 The second example is that of a software company, whose financial 

perspective features an increase in shareholder value as its prime objective, 

envisioned as leadership in strategic markets, diversification in sources of 

revenue and increase in profitability. The customer and internal 

perspectives are interconnected and focuses on three areas of activities, 

those of customer relationships, market leadership and operational 

excellence. In the first of these, the organization must consistently deliver 

optimal service; be seen not only as a supplier, but also as an advisor and 

partner; build long-term customer relationships; and promote and enhance 

company image. In the second the solutions delivered must be new and in-

depth, the business processes offered must be integrated and complexity 

must be reduced. The third area calls for expectations to be not only met 

but also exceeded, for resource allocation to be improved and for the budget 

to be controlled effectively. Side by side at the bottom of the map the 

learning and growth perspective has been divided into two areas a, one 

focusing on industry expertise, with investment in R&D and employee 

collaboration, and the other on attracting and retaining top talents through 

competitive compensation and benefits together with the development of 

employees’ operational management skills. This strategy map is an 

excellent example of the flexibility inherent in the modern Balanced 

Scorecard, as seen in the way the different perspective have been combined 

and sub-divided: the important thing is that organizational strategy be laid 

out as clearly as possible. 



	64	

3.7. Advantages and limitations of the Balanced Scorecard 

 
Figure 3.8: Advantages and limitations of the Balanced Scorecard 

Advantages Limitations 
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Advantages 

Provides a clear picture. Because the Balanced Scorecard is a systematic, 

methodological tool, it can visualize both how organizational goals are being 

met and the plan of action that it is required to achieve them. The 

measurements appear separately in each of the scorecard perspectives 

facilitating visualization and comprehension.  

 

Guards against suboptimization. The scorecard provides a safeguard 

against suboptimization, thus ensuring that success achieved in any one 

area is not at the expense of another area. In this aspect, teamwork, always 

an essential component of corporate culture, plays an even more important 

role, especially in multi-national organizations consisting of many 

departments that need to be coordinated. 

 

It aligns departments and divisions. The Balanced Scorecard unites in itself 

the diverse elements of corporate business and strategy optimizing 

decision-making. If properly implemented it expedites the alignment of all 

divisions and departments with company strategy and facilitates the linking 

of a company’s critical objectives to those of a parent company or 

enterprise. It furthermore provides management with a structure that 
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proves essential in the case of major projects in which multiple divisions 

are involved. 

 

Challenges managers to look at organizations in new ways. One of the most 

significant results of effective scorecard implementation is the way it forces 

management to see their companies with new eyes and choose the issues 

to discuss with their shareholders in new ways. This new vision is also to be 

seen in their relationship with their employees who, by means of the BSC, 

are encouraged to reach targets creatively instead of simply being 

subjected to performance evaluation of targets set from above. 

 

Limitations 

Is too complicated for some organizations. Many companies find themselves 

in difficulty due to the increased number and breadth of performance 

measures called for by the BSC; some of them balk at the complexity 

involved in evaluating the performance of business units; and all of them 

must realize that establishing the causal relationships between different 

measures is a process that may require years to carry out. For these 

reasons, many organizations hesitate at adopting the instrument or, if they 

do, they end up simplifying it, often emptying it of much of its significance 

and efficacy. 

 

Requires significant investment and time. Time and financial cost 

necessarily accompany the implementation and management of the BSC, 

in a long-term scenario. For all the staff to fully understand the processes 

involved, training expenses may increase, especially if external expertise is 

required, as well as those connected to the purchase and maintenance of 

software. 

 

May be too rigid.  Some critics argue that the BSC is incapable of 

constructing a system that can deal with the fast-changing environment of 

contemporary business, in which the importance of organizational elements 
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may change daily, at a speed with which the BSC cannot keep pace 

(Awadallah, 2015).  

 

Stakeholder acceptance and usage may be problematic. For effective 

implementation of the BSC, it has been emphasized that employee 

knowledge, training, and usage must be complete, but this outcome is far 

from certain. Some may simply resist change of any kind, others might not 

understand or be able to see its benefits and will apply it half-heartedly, 

while still others see it as nothing more than an increase of their workload, 

rather than a creative tool. 

 

Conclusion 

 

 This chapter has dealt with the background in which the Balanced 

Scorecard developed in the early 1990s, going on to describe in detail its 

underlying theory and constituent perspectives and the interconnections of 

these with the strategy map, which characterized the second generation of 

this instrument, as well as the updated third generation approach. 

 

The BSC’s flexibility has been illustrated through scorecards relating 

to extremely diverse organizations, and the overall picture has been 

completed with an examination of the advantages and limitations comprised 

in its implementation. In any case, the Balanced Scorecard is undeniably 

advancing as the strategic management tool of choice, precisely because it 

successfully guides companies in an ever-changing contemporary business 

scenario. Managing strategy is, in fact, about managing change, and this is 

what the Balanced Scorecard does: it forces managers to focus on how they 

intend to create value for the stakeholders, using the strategy map to define 

and clarify the logic of this process (Kaplan and Norton, 2004). 
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Chapter 4 
Balanced Scorecard Implementation in Friuli Venezia Giulia 

 

Introduction 

 

 In Italy, as in other countries, there is a generalized dearth of 

information regarding the adoption of the Balanced Scorecard, and the 

situation in the Friuli Venezia Giulia region is no exception. A questionnaire 

was drawn up to attempt to analyze the degree to which the concept has 

been accepted and implemented in the region, and an email invitation was 

sent to fifty regional firms of different sizes, thirty-six of which responded 

by completing it online. The processed results of the survey have confirmed 

locally many of the doubts and challenges reported worldwide in a number 

of research papers.  

 

4.1. The Questionnaire Design 

 

 The survey was developed on the Google questionnaire platform and 

consisted of 18 questions in approximately 10 pages. The first three served 

to identify the company and the remainder targeted its organizational 

performance measurement systems in general and its familiarity with the 

Balanced Scorecard in particular. Completing the questionnaire was 

expected to take from 10 to 15 minutes. The respondents complied in a 

time frame going from immediately to two months, upon receiving a 

reminder. The following subsections describe the parts of the questionnaire. 

 

4.1.1. Company Information 

 

 The information supplied by the individual firms included the sector in 

which they operated, for which an open answer was expected; their 

organizational structure, where five options (functional, hierarchical, 

matrix, divisional, mixed) were provided; and the number of their 
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employees, using the conventional division in small (0 to 100), medium-

sized (101 to 500), large (501 to 1000) and very large (over 1000) to assess 

company size.  

 

4.1.2. Questions regarding the Balanced Scorecard 

 

 The same mix of open and multiple-choice questions was used in the 

part of the survey specifically regarding Strategic Management Accounting 

in general and the Balanced Scorecard in particular. Respondents were first 

asked if they adopted any performance measurement systems and, if so, 

which ones. They then proceeded to indicate whether they had ever 

considered using the Balanced Scorecard and, if their reply was affirmative, 

which reasons had determined this choice and, on a scale from 1 to 7, to 

what extent it had been implemented and how important it had revealed 

itself. If, instead, their reply was negative, they were asked why they had 

not considered the idea and whether they might do so in future. If they had 

considered it but not yet implemented it, they were asked if they had 

initiated the relative planning. 

 

At this point the firms that had already adopted the Balanced 

Scorecard were asked to indicate the organizational areas that had been 

involved in its implementation and whether the contribution of the Balanced 

Scorecard had been appreciable. If their reply was affirmative, they were 

then requested to indicate which contributions they considered were most 

important and if they felt the Balanced Scorecard would go on to play a 

major role in their business practice. Finally, the respondents were asked 

to indicate whether they use other Key Performance Indicators and, if so, 

which ones. 
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4.2. The analysis of the responding companies 

 

 Of the 36 respondents, 13 operated in the mechanical engineering 

and metalworking sector, 5 in the furniture-making sector, 3 in the 

agricultural sector (wine making) and in the energy and lighting sector, 2 

each in the sectors of consulting services, and construction, and 2 in other 

areas (vending machines and logistics management). Six companies failed 

to supply a sector indication.  

 
Figure 4.1: The sector of the companies 

 
 

 Little under half (17) of the responding businesses were small in size, 

approximately one-third (11) were medium-sized, 3 were large and 5 were 

very large based on the number of employees. 

 
Figure 4.2: The number of employees 
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The functional business structure was adopted by over two-fifths of 

these (15) and the hierarchical and mixed structures accounted for one-

fourth each (9), while the divisional and matrix structures numbered 2 and 

1 companies respectively. 

 
Figure 4.3: The business structure of the companies 
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- Margins 

- Balanced Scorecard 

- Management Accounting and cash flow 

- Long- and short-term objectives 

- ISO 9001 

 

Only one-third of the respondents replied affirmatively with regard to 

the possibility of introducing the Balanced Scorecard. The reasons they 

supplied for this choice are categorized below: 

 

- Improve the value of the internal processes, share objectives and 

align them in the short and long term 

- Monitor different areas of the organization 

- Improve the comprehension of overall performance 

- Align objectives and strategies 

- Obtain a clear image of the entire organization 

- Improve customer relations 

- Promote strategy alignment through all the organizational levels 

- Involve employees at every organizational level 

 

 Those who had already implemented the instrument then indicated, 

on a scale from 1 (not at all) to 7 (extensively), both the extent to which it 

was being used and the importance they attributed to it. The answers to 

the former question varied considerably, with 50% indicating, in equal 

parts, level 1 or level 2; 16.7% indicating level 4; another 25% choosing 

level 5; and, finally, a single company opting for level 6.  
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Figure 4.4: Use of the Balanced Scorecard 

 
 

In contrast to this relatively negative reply, the response to the latter 

question attributed considerable importance to the use of the Balanced 

Scorecard The totality of the respondents indicated moderate to very high 

importance. In particular, 8 out of 12 respondents attributed a very high 

level of importance (level 6 or 7).  

 
Figure 4.5: Importance of the Balanced Scorecard 
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- They were satisfied with the traditional performance assessment 

methods they employed 

- Budget analysis, business consultants and management control were 

used to assess company performance 

- They had never heard of it 

- They felt that a top-down consolidated traditional management 

control system supplying a reliable overview of essential data and 

trends was sufficient  

- They considered it unnecessary, given the size of the company 

- They considered it unsuitable for their product 

- They saw it as unwarranted in their streamlined family business 

- They felt a certain diffidence towards this approach 

- They had never heard about it and were fully satisfied with the 

financial results associated with similar approaches 

- They felt that the resources and time required were unwarranted, 

given the size of the company 

- They felt that it would be difficult to implement such a complex 

structure in a small company like theirs  

 

When asked to indicate whether they might consider the Balanced 

Scorecard in future, eight respondents out of eighteen answered with a flat 

“No”, three replied “Yes”, and the remainder supplied the following 

comments: 

 

- Not for the moment, although we have not entirely excluded the 

possibility 

- We are thinking about it 

- We might 

- It depends on what our business consultant advises 

- These decisions are made by our parent company managers 

- I would first have to be sure it would be applicable in a company like 

mine 
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- Possibly  

 

The companies in which the Balanced Scorecard had been adopted 

then indicated the following business areas involved in devising their 

scorecard: 

 

- Sales management 

- Executive management 

- Management control in general 

- Business areas 

- Cash flow analysis  

- Internal and external processes 

- Innovation processes 

- Quality control 

- Production process 

- Customer and service control 

 

The reply to the question in which the companies were asked if the 

Balanced Scorecard had made an appreciable contribution to their business 

was invalidated by the fact that many of the responses came from 

companies that had not implemented it at all, and ought not to have 

answered the question. In the following question, the eight firms that had 

previously replied positively outlined the following significant benefits they 

had noticed, alone or in various combinations: 

 

- A concise strategic overview of the areas involved 

- Improvement in internal processes 

- General improvement in business communication 

- Improved alignment of objectives 

- Greater transparency in productive processes 

- More effective communication and understanding of business 

objectives and strategies at every organizational level 
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- Enhanced view of company performance 

 

When asked if they thought the use of the Balanced Scorecard could 

become much more widespread in business practice, 22 companies replied, 

once again rendering any statistical analysis unreliable in that not only 

those actually employing it answered, but also some - and not all - of those 

who are not. In any case, the consensus was considerable, as 14 out of 22 

gave a positive answer. 

 

The last two questions supplied information regarding the use of Key 

Performance Indicators by the respondents. The 23 companies that replied 

positively supplied the following techniques, employed alone or in 

combination with others: 

 

- ROI and ROE 

- EBIT and EBITDA 

- Contribution margin 

- DSCR 

- Incremental revenues from new products innovations 

- Added value 

- Sales per customer 

- Average time for each unit of production 

- Market share 

- Turnover rate 

- Cash Flow  

- Market growth  

- New customers and new targets 

- Critical success factors 

- Profits  

- Budget 

- Efficiency, service and quality control  

- Safety 
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- Customer satisfaction 

- Training courses  

- Percentage of products returns 

 

4.3. Data processing 

 

 After processing the feedback, the results were first assessed by 

sector, beginning with the percentage of companies adopting the Balanced 

Scorecard. As individually evidenced by the following tables, 57% (4 out of 

7) of the furniture sector, 46% (6 out of 13) of the mechanical engineering 

and metalworking sector, 33% (1 out of 3) of the energy and lighting sector, 

17% (1 out 6) of the six firms that had not specified their field, and 0% of 

the agricultural (0 out of 3), “other” (0 out of 2), and consulting services (0 

out 2) sectors. Overall, 12 businesses out of 36, or 33%, had adopted the 

Balanced Scorecard. 

 
Figure 4.6: Adoption of the Balanced Scorecard in different sectors 

Sector Yes No 

Mechanical 

engineering and 

metalworking 

6 (46%) 7 (54%) 

Furniture 4 (57%) 3 (33%) 

Agriculture 0 (0%) 3 (100%) 

Energy and lighting 1 (33%) 2 (67%) 

Other (Vending and 

logistics) 
0 (0%) 2 (100%) 

Consulting services 0 (0%) 2 (100%) 

No answer 1 (17%) 5 (83%) 

 

 When analyzed by corporative structure, it was seen that 44% (4 out 

of 9) of the mixed companies, 33% of the hierarchical (3 out of 9) and 

functional companies (5 out of 15), and 0% of the divisional (0 out of 2) 
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and matrix (0 out of 1) structures were already using the Balanced 

Scorecard, as results from the following breakdown.  

 
Figure 4.7: Adoption of the Balanced Scorecard in different structures 

Structure Yes No 

Hierarchical 3 (33%) 6 (67%) 

Functional 5 (33%) 10 (67%) 

Mixed 4 (44%) 5 (56%) 

Divisional 0 (0%) 2 (100%) 

Matrix 0 (0%) 1 (100%) 

 

 An analysis of the relationship between the number of employees and 

the adoption of the Balanced Scorecard showed that the latter tended to be 

higher in the larger companies. In fact, 45% (5 out of 11) of the medium-

sized companies (101 to 500 employees), 40% (2 out of 5) of the very large 

companies (above 1000 employees), and 33% (1 out of 3) of the large 

companies (501 to 1000 employees) were employing it, while the 

percentage dropped to 24% (4 out of 17) in the small companies (0 to 100 

employees). 

 
Figure 4.8: Adoption of the Balanced Scorecard in different sized firms 

Number of employees Yes No 

0-100 4 (24%) 13 (76%) 

101-500 5 (45%) 6 (55%) 

501-1000 1 (33%) 2 (67%) 

>1000 2 (40%) 3 (60%) 

 

 These results are further reflected in the indications supplied by the 

businesses presently using the Balanced Scorecard regarding the extent to 

which it is utilized in their organizational operations. On a scale of 1 (not at 

all) to 7 (extensively), 100% of the very large (2 out of 2) and large (1 out 

of 1) companies and 60% of the medium-sized (3 out of 5) companies 
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replied positively with an assessment between 4 and 7, while all of the 4 

small-sized companies replied negatively, with an assessment below 4. 

 
Figure 4.9: Use of the Balanced Scorecard 

Firms Number of Employees Use 

Firm 1 >1000 5 

Firm 2 >1000 4 

   

Firm 3 501-1000 5 

   

Firm 4 101-500 4 

Firm 5 101-500 5 

Firm 6 101-500 6 

Firm 7 101-500 2 

Firm 8 101-500 1 

   

Firm 9 0-100 2 

Firm 10 0-100 2 

Firm 11 0-100 1 

Firm 12 0-100 1 

 

 In Figure 4.10 and Figure 4.12, the level of use and importance have 

been divided into three categories, namely low (level 1 to 4), moderate 

(level 5), and high (level 6 and 7). Figure 4.10 provides the Chi-square test, 

in order to determine whether there is a statistical association between the 

size of the firm and the level of use of the Balanced Scorecard. In particular, 

the Pearson Chi-square statistic (8.7) is calculated to test the null 

hypothesis that the size of the firm and the use of the Balanced Scorecard 

are independent. P-value (0.19) indicates that there is no significant 

association between the two variables. 
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Figure 4.10: The association between the number of employees and the level of use of 

the Balanced Scorecard: Cross tabulation and Chi-square test 

 Low Moderate High Total 

0-100 4 0 0 4 

101-500 2 1 2 5 

501-1000 0 0 1 1 

>1000 0 1 1 2 

Total 6 2 4 12 
   Chi-square statistic = 8.7; p-value = 0.19 
   Soruce: authors elaboration 

  

 When, instead, evaluating the importance theoretically attributed to 

the Balanced Scorecard, the response was unanimously positive with all 

four categories (number of employees) providing a response between 4 and 

7. 
Figure 4.11: Importance of the Balanced Scorecard 

Firms Number of Employees Importance 

Firm 1 >1000 6 

Firm 2 >1000 7 

   

Firm 3 501-1000 6 

   

Firm 4 101-500 4 

Firm 5 101-500 7 

Firm 6 101-500 7 

Firm 7 101-500 4 

Firm 8 101-500 6 

   

Firm 9 0-100 6 

Firm 10 0-100 6 

Firm 11 0-100 4 

Firm 12 0-100 7 

 

 Figure 4.12 provides the Chi-square test, in order to determine 

whether there is a statistical association between the size of the firm and 
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the level of use of the Balanced Scorecard. In particular, the Pearson Chi-

square statistic (1.6) is calculated to test the null hypothesis that the size 

of the firm and the use of the Balanced Scorecard are independent. P-value 

(0.66) indicates that there is no significant association between the two 

variables. 

 
Figure 4.12: The association between the number of employees and the level of 

importance of the Balanced Scorecard: Cross tabulation and Chi-square test 

 Low Moderate High Total 

0-100 4 0 0 4 

101-500 2 1 2 5 

501-1000 0 0 1 1 

>1000 0 1 1 2 

Total 6 2 4 12 
   Chi-square statistic = 1.6; p-value = 0.66 
   Source: authors elaboration 

  

 The difference between the present extent of Balanced Scorecard use 

and the overall vision of the Scorecard importance within the individual 

companies is evident in the table in which the two are placed side by side. 

With a single exception, firm 4, the consensus attributed a higher operative 

potential than was presently been reached in their operations, sometimes 

with a delta that was considerable (firms 2, 9, 10 and 11) and even dramatic 

(firms 8 and 12). 

 
Table 4.13: Comparisons between use and importance 

Firms Number of Employees Use Importance 

Firm 1 >1000 5 6 

Firm 2 >1000 4 7 

    

Firm 3 501-1000 5 6 

    

Firm 4 101-500 4 4 

Firm 5 101-500 5 7 
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Firm 6 101-500 6 7 

Firm 7 101-500 2 4 

Firm 8 101-500 1 6 

    

Firm 9 0-100 2 6 

Firm 10 0-100 2 6 

Firm 11 0-100 1 4 

Firm 12 0-100 1 7 

 

An analysis of the correlation between the use and the importance of 

the Balanced Scorecard was then assessed, with a result of 0.34 that gives 

us an idea of a medium or typical correlation (Kraemer et al., 2003). This 

indicates that the perceived importance of the Balanced Scorecard is fairly 

connected to the use, suggesting a higher perceived importance when the 

Balanced Scorecard is used. This result is coherent with Reeve and Warwick 

(2006). 

 

The following table provides a sort of ID summarizing the pertinent 

data of the 12 companies presently adopting the Balanced Scorecard. As 

previously observed, none of them have divisional or matrix structure. Half 

of them are mechanical engineering and metalworking concerns and one-

third of them are in the furniture sector, which reflects the overall 

percentage of respondents in these respective fields. The most recurrent 

structure is functional (5 out of 12 overall and 3 out of 4 of the small 

companies using the scorecard), followed by the mixed structure (4 out of 

12 overall and 3 out of 5 of the medium-sized companies) and the 

hierarchical structure (3 out of 12 overall and 2 out of 2 of the very large 

companies). 
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Figure 4.14: Firms adopting the Balanced Scorecard 

Sector Structure 
Number of 

Employees 

Balanced 

Scorecard? 

Mechanical Engineering 

and Metalworking 

   

Firm 1 Hierarchical >1000 Yes 

Firm 2 Hierarchical >1000 Yes 

Firm 3 Functional 101-500 Yes 

Firm 4 Mixed 101-500 Yes 

Firm 5 Mixed 101-500 Yes 

Firm 6 Mixed 501-1000 Yes 

	

Furniture    

Firm 1 Functional 0-100 Yes 

Firm 2 Functional 0-100 Yes 

Firm 3 Functional 0-100 Yes 

Firm 4 Hierarchical 0-100 Yes 

    

Energy and Lighting    

Firm 1 Mixed 101-500 Yes 

    

No Answer    

Firm 1 Functional 101-500 Yes 

 

 The table below instead provides an overview of the 24 companies or 

66% who were not using the Balanced Scorecard. As previously observed, 

over half of these are small in size (13 out 24, or 54%), one-fourth (6 out 

of 24) are medium-sized, and the remaining 4 are equally divided between 

large and very large companies. Ten of them presented a functional 

structure, 6 a hierarchical structure, 5 a mixed structure, 2 a divisional 

structure and 1 a matrix structure. 
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Figure 4.15: Firms who do not adopt the Balanced Scorecard 

Sector Structure 
Number of 

Employees 

Balanced 

Scorecard? 

Mechanical Engineering 

and Metalworking 

   

Firm 1 Hierarchical 0-100 No 

Firm 2 Hierarchical >1000 No 

Firm 3 Functional 101-500 No 

Firm 4 Functional 0-100 No 

Firm 5 Functional 101-500 No 

Firm 6 Mixed 0-100 No 

Firm 7 Mixed 501-1000 No 

    

Furniture    

Firm 1 Functional 101-500 No 

Firm 2 Functional 0-100 No 

Firm 3 Mixed 101-500 No 

    

Agriculture    

Firm 1 Functional 0-100 No 

Firm 2 Functional 0-100 No 

Firm 3 Hierarchical 0-100 No 

    

Energy and Lighting    

Firm 1 Mixed 101-500 No 

Firm 2 Divisional 0-100 No 

    

Other (Vending and 

Logistics) 

   

Firm 1 Functional 101-500 No 

Firm 2 Mixed 0-100 No 
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Consulting Services    

Firm 1 Hierarchical 0-100 No 

Firm 2 Hierarchical 0-100 No 

    

No Answer    

Firm 1 Hierarchical 0-100 No 

Firm 2 Divisional >1000 No 

Firm 3 Functional >1000 No 

Firm 4 Functional 0-100 No 

Firm 5 Matrix 501-1000 No 

 

 Finally, here below all of the data described above has been 

summarized in a chart in order to supply a complete picture of the 36 

companies participating in the survey. 

 
Figure 4.16: Complete data 

Sector Structure 
Number of 

Employees 

Balanced 

Scorecard? 
Use Importance 

Mechanical 

Engineering 

and 

Metalworking 

     

Firm 1 Hierarchical 0-100 No   

Firm 2 Hierarchical >1000 Yes 5 6 

Firm 3 Hierarchical >1000 Yes 4 7 

Firm 4 Hierarchical >1000 No   

Firm 5 Functional 101-500 No   

Firm 6 Functional 0-100 No   

Firm 7 Functional 101-500 Yes 4 4 

Firm 8 Functional 101-500 No   

Firm 9 Mixed 101-500 Yes 5 7 

Firm 10 Mixed 0-100 No   

Firm 11 Mixed 101-500 Yes 6 7 
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Firm 12 Mixed 501-1000 Yes 5 5 

Firm 13 Mixed 501-1000 No   

      

Furniture      

Firm 1 Functional 0-100 Yes 2 6 

Firm 2 Functional 0-100 Yes 2 6 

Firm 3 Functional 0-100 Yes 1 4 

Firm 4 Functional 101-500 No   

Firm 5 Functional 0-100 No   

Firm 6 Mixed 101-500 No   

Firm 7 Hierarchical 0-100 Yes 1 7 

      

Agriculture      

Firm 1 Functional 0-100 No   

Firm 2 Functional 0-100 No   

Firm 3 Hierarchical 0-100 No   

      

Energy and 

Lighting 

     

Firm 1 Mixed 101-500 No   

Firm 2 Mixed 101-500 Yes 2 4 

Firm 3 Divisional 0-100 No   

      

Other (Vending 

and Logistics) 

     

Firm 1 Functional 101-500 No   

Firm 2 Mixed 0-100 No   

      

Consulting 

Services 

     

Firm 1 Hierarchical 0-100 No   

Firm 2 Hierarchical 0-100 No   
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No Answer      

Firm 1 Hierarchical 0-100 No   

Firm 2 Divisional >1000 No   

Firm 3 Functional >1000 No   

Firm 4 Functional 0-100 No   

Firm 5 Functional 101-500 Yes 1 6 

Firm 6 Matrix 501-1000 No   

 

Conclusion 

 

 Even if the Balanced Scorecard was first introduced over a quarter of 

a century ago, it is still in its early stages of application in Friuli Venezia 

Giulia, reflecting the same uncertainty already observed in a nation-wide 

study conducted in 2004. The percentage of companies adopting the 

Balanced Scorecard in the survey was around 33% which, while not 

particularly negative, is lower than in many other developed countries, and 

even where it has been implemented, it is admittedly underused.  Those 

that were not using it provided a considerable variety of reasons behind 

their choice, going from complete ignorance of its existence to the 

conviction that the instrument was either too complex or unsuitable, 

considering the size of their company.  

 

 The highest level of implementation was seen in the mechanical 

engineering and metalworking sector and in the furniture sector, where 

around 50% of the respondents had adopted the Balanced Scorecard. The 

response given by the two sectors differed considerably, as the positive 

replies in the former derived in almost equal parts from the medium to large 

and very large companies, while in the latter, the small companies alone 

had adopted it, in a measure of 4 out of 5. Furthermore, the use made of 

the Balanced Scorecard in the mechanical engineering and metalworking 

sector went from a 4 to 6 on a scale of 7, while it was systematically 

underused in the furniture sector (1 to 2 on a scale of 7).  
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 What seemed to emerge, in any case, was a greater diffidence among 

the smaller companies, which tended to indicate that the Balanced 

Scorecard was felt to be unnecessary and would simply constitute a 

complication in their business operations. This logic held true in the 

agricultural and consulting sectors, but was, however, as seen above, 

inverted in the furniture sector, where the vast majority of the small firms 

had adopted it. 

 A positive consideration, instead, is that only 6 of the responding firms 

had never heard of the Balanced Scorecard and that the majority of those 

who were not using it did not exclude the possibility of a future 

implementation, often indicating that they expected to see a more 

widespread use of this important instrument in the future. 
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Chapter 5 
Discussion 

 

 An outline of the general background against which the Balanced 

Scorecard first appeared has been provided in the previous chapters, with 

the development of strategic management accounting tools in the 2nd half 

of the twentieth century, the rationale underlying the Balanced Scorecard 

itself and the advantages and limitations that have been advanced in its 

regard. The business scenario of the 21st century, with its multiple 

challenges and changes, has similarly been dealt with and several examples 

have been supplied in every context. 

 

The Balanced Scorecard’s integration of four different perspectives – 

customer, financial, internal business, and innovation/learning – was 

designed to enable a company to operate in the rapidly-changing 

contemporary business environment. It enabled managers to 

simultaneously view performance in different areas, rather than rely on a 

single instrument which can be misleading, and rapidly passed from simply 

being a performance measurement tool to becoming increasingly associated 

with strategy implementation, serving as a management framework 

capable of identifying and exploiting the key value drivers that businesses 

could exploit to optimize their strategy. 

 

Its implementation soon spread from North America to Europe and 

the rest of the world, in a progress that was constant but not extremely 

accelerated, due to a series of factors that were identified by various 

studies, the outcomes of which provided results that were quite similar. A 

comparison of the first (2004) and perhaps still most authoritative national 

survey to be conducted in Italy with the one expressly designed to 

complement this paper and carried out at local level has supplied some 

interesting data which, for the most part, tends to confirm an international 

trend. It was therefore felt that a restriction of the analysis to the 

national/local context could supply a reliable point of view. 
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5.1. A comparison of the results of the 2004 LIUC and 2018 private 

FVG surveys 

 

 In 2004, the outcome of a research project conducted by prof. Stefano 

Baraldi of the Università Cattolica di Milano, management consultant 

Fabrizio Bocci and prof. Alberto Bubbio of the Libero Istituto Universitario 

Carlo Cattaneo (LIUC) first described the situation of Balanced Scorecard 

implementation in Italy.  

 

 Only 54 of the 250 companies contacted (22%) responded in full; 

58% did not respond at all and the remainder provided fragmentary 

information either in an interview or on the questionnaire. The general data 

obtained reported the sector in which they operated, their revenue level 

(and not the number of employees) and the structure of the company. The 

replies specifically regarding the use of the Balanced Scorecard provided 

the reasons for which it had been taken into consideration or not; if 

implemented, the extent to which it was being utilized and the approach 

adopted, the operational areas involved, the performance indicators 

chosen, the principle benefits derived and their overall evaluation of the 

BSC, whether positive or negative. 

 

 A glance of the table below reveals that in 2004, while 78% of the 

respondents were using performance measurement systems, only 45% of 

them had adopted the Balanced Scorecard. The results in Friuli Venezia 

Giulia showed a certain diversification: although those utilizing performance 

measurement systems only reached 64%, over half of these companies had 

implemented the Balanced Scorecard. 
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Figure 5.1: Use of performance measurement systems 

Use of Performance Measurement Systems? 

 Yes No Total 

LIUC 42 (78%) 12 (22%) 54 

FVG 23 (64%) 13 (36%) 36 

 

 The following table shows that the overall adoption of the Balanced 

Scorecard in Friuli Venezia Giulia was slightly lower than the 35% level 

reached in the national survey 14 years earlier. 

 
Figure 5.2: Use of the Balanced Scorecard 

Use of the Balanced Scorecard? 

 Yes No Total 

LIUC 19 (35%) 35 (65%) 54 

FVG 12 (33%) 24 (67%) 36 

 

5.2 Data supplied by companies motivating their use of the 

Balanced Scorecard 

 

 The open answers given by the respondents who had adopted the 

Balanced Scorecard with regard to the reasons for which they had chosen 

to consider it generally concerned the classical concerns of management, 

such as management control improvement, enhancement of corporative 

focus and communication, promotion of teamwork with measurement of 

individual and unit responsibility, sharing of objectives and strategy, 

improved targeting and monitoring of company actions with successive 

feedback for improvement, more accurate performance management, 

introduction of new financial indicators, linking of strategy control and 

financial performance measures, and the translation of strategy into action.  

 

 The replies given by the FVG respondents 14 years later 

fundamentally echoed the same reasons – management control, alignment 
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of objectives and strategies, simultaneously monitoring of different areas – 

with perhaps a slightly greater emphasis on the ability of the Balanced 

Scorecard to provide an immediate overview of every area of the 

organization.  

 

 Two new elements were furthermore introduced in a people-oriented 

perspective, namely the involvement of employees at every organizational 

level and the improvement of customer relations. This may be seen to 

reflect in part the integrated business scenario described in Chapter 1 and 

the objective of a new diversified vision of the firm, where decisions are 

taken horizontally and collaborations align intents and efforts projected 

towards multiple future scenarios. It also emphasizes the conviction that 

corporate goals may be reached with the satisfaction of both employees 

and customers, not to mention stakeholders. 

 

5.3 Data supplied by companies motivating their choice not to use 

the Balanced Scorecard 

 

 The respondents in the LIUC survey, in explaining their choice not to 

use the Balanced Scorecard, supplied reasons which would be echoed in the 

FVG survey conducted 14 years later, with very few differences. The motive 

most frequently given was that they were unfamiliar with the instrument, 

followed by their present preference for other performance indicators and, 

at a distance, the conviction the model was inapplicable in their company 

because it was too complex or seen as inappropriate for the size or typology 

of the firm. 

 

 The major difference evinced in the FVG survey was that the 

percentage of companies unfamiliar with the Balanced Scorecard dropped 

considerably. Fifty-five percent of the LIUC respondents had had no 

knowledge of its existence twelve years after its appearance on the 

international business scene (see pie chart 5.1), while only 1/6 of the 2018 
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respondents gave this answer. The remaining reasons were practically 

identical to those cited above. 

 
5.4 Data supplied by companies not using the Balanced Scorecard 

with reference to a possible future adoption 

 

 The table below, while continuing to evidence a greater propensity 

towards future implementation of the Balanced Scorecard in the LIUC study, 

also reveals that the percentage of those categorically rejecting the idea is 

considerably lower in the FVG study, where over twice as many companies 

were still undecided. 

 
Figure 5.3: Future implementation of the Balanced Scorecard 

Would you consider implementing the 

Balanced Scorecard in the future? 

 Yes No May or may not 

LIUC 26% 57% 17% 

FVG 17% 44% 39% 

 

 Pie charts 5.1 and 5.2 supply a summary of the general situation of 

the levels of awareness, interest, use, and rejection of the Balanced 

Scorecard in the two surveys being analyzed. What immediately leaps to 

the eye is the very sizeable difference in the knowledge of the existence of 

the instrument itself. In 2004, to the 55% of the 106 companies that had 

never heard of it must be added another 19% who expressed no interest in 

it (statistics deriving from the total number of respondents, including those 

who did not provide answers to all the questions). Of the remaining firms, 

18% were using the Balanced Scorecard and another 8% expressed an 

interest in doing so. 

 

 In the self-produced FVG survey, the principal differences regard not 

only the knowledge of the Balanced Scorecard (only 17% were unaware of 
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its existence), but also its implementation in the region (33%). The levels 

of interest and rejection were quite similar in both studies, which evidenced 

the same 8% in interest and a small difference of 3% in rejections. The 

2004 survey had not included a “potentially interested” reply. 

 
Figure 5.4: Results of LIUC Survey 

 
 

Figure 5.5: Results of FVG survey 
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Conclusion 

 

 What undeniably emerges from this analysis is that both general 

awareness of and potential interest in the implementation of the Balanced 

Scorecard have been rising steadily, while the level of its actual adoption 

appears to be stable, somewhat disappointing the expectations of the onset. 

The reasons behind this hesitation have, however, emerged in the replies 

given by the respondents of the two surveys, both explicitly and between 

the lines, and consist fundamentally in a certain complacency – satisfaction 

with the strategic management tools already in use – and fear of any major 

change. These underlying factors were often disguised in comments 

referring to the “unsuitability” of the instrument for the 

size/product/structure of the company and the supposed difficulty of using 

it, together with a continuous lack of information. 

 

 When, instead, the respondents had devoted the time and energy 

required to master the concepts behind the Balanced Scorecard, the results 

were unsurprisingly enthusiastic, not only when implementation was only 

partial but even when management were still in the possibilistic or planning 

phase. After arranging the results of the studies, further in-depth 

information was sought from several respondents whose replies had been 

particularly significant, adding the outcome of individual reflection to the 

overview. 

 

 The consensus saw the Balanced Scorecard as an opportunity, 

rejecting the term “instrument” because it seemed to be associated with 

more standardized conventional actions, whereas the scorecard’s flexibility 

was seen as the key to obtaining a true competitive edge. Its multi-focus, 

multi-level nature enables both top-down and bottom-up approaches, 

allowing a unique level of involvement in corporate strategy and objectives 

that cannot be attained with any other method. 
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 A particularly interesting contribution defined the Balanced Scorecard 

a powerful driver that introduced the concept of risk, not as commonplace 

business risk, but as opportunity risk capable of building generalized 

corporate awareness. This involves regarding the risks inherent in or 

connected with all of the internal and external corporative processes so as 

to arrive at a map of the same and the emersion/analysis of the causes 

(critical success factors), the identification of effects/impacts, the definition 

of actions for improvement and appropriate decisions employing the correct 

variables, the best indicators and the precise targets in order to fully 

represent the organization. 

 

 A novel comment drawn from one respondent’s personal experience 

described the Balanced Scorecard as having “tangible, but especially 

intangible” characteristics that enabled it to be introduced both by 

established, competitive companies with no financial concerns as well as in 

those that need to be re-launched. Once again, the scorecard’s flexibility is 

seen as the main factor behind the bottom-up involvement of internal 

resources, connecting them with processes, market dynamics and scenarios 

from which management then devises strategies and objectives. 

 

 A further observation emphasized how the convinced involvement and 

open-mindedness of top and middle management – once again, an 

integrated corporate culture – were essential in supporting implementation 

and acceptance of the Balanced Scorecard from an economic point of view. 

The company, in a Balanced Scorecard perspective, is to be seen not only 

in terms of value for shareholders, but also as sustainable value for the 

surrounding territory. This statement constitutes a challenge posed by an 

alternative mental approach, very different from the usual paradigms of the 

science of economics, and must be carried forward in a “disruptive” logic 

that could necessitate the replacement of and investment in various figures, 

roles and responsibilities, perhaps constituting one of the few critical 
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elements of the Balanced Scorecard, but which could simultaneously 

become and immediate driver for change and growth. 

 

 In conclusion, a new vision of the organization appears to emerge, 

one in which business cycles and processes become shorter and more 

efficient because the people responsible for them or who are managing 

activities in their scope communicate and share existing and potential 

critical factors, having acquired “from the bottom” the concept of risk 

associated with what one respondent defined as non-resolution, and 

consequently, the impact deriving from it. This diversity imposed by the 

Balanced Scorecard, in fact, implies meetings that are not departmental, 

but call for the presence of all of the business figures involved in the various 

processes and are interconnected by cause-and-effect elements, 

determining, in this way, the success of the business project. 
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