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ABSTRACT 
The current organizations in very variable and complex environment are faced with numerous 
challenges, including a push for greater transparency and accountability, limited financial 

resources, increased tasks and activities, rapidly changing technology and the influx of different 
management solutions to improve organizations’ conditions. In such space, performance 

evaluation and then performance management will be very difficult and complex, as purely 

financial assessment based on profit and loss and balance sheet and financial savings in costs 
will cause misleading. All public and private organizations need a kind of performance 

evaluation systems for the development, growth and sustainability in today's competitive arena 

to measure efficiency and effectiveness of their programs, processes and human resources. All 
organizations need to have modern management tools and approaches in the information era to 

reconcile traditional evaluation methods with modern methods of management which is more 

introspective than retrospective. With the advent of the information age and increased 
competition, performance evaluation of organization is not possible with the analysis of the 

financial measures done before and creating changes in the assessment system and strategy 

management of the organization is inevitable. Balanced Scorecard method as a performance 
measurement system, in addition to traditional financial assessment, evaluates the organization's 

performance by adding three other dimensions, namely customers, internal business processes, 

learning and growth. Given the organization’s intangible assets that have been particularly 
important in the present day, this method enables the organization to take action to compensate 

for the shortcomings and repair weaknesses if possible with its inclusion in the relevant 

assessment, model through monitoring, quality and awareness of intangible assets quality.  

Balanced Scorecard prevents different interpretations by interpreting the views and strategies of 

the organization into understandable terms and helps the successful implementation of the 

strategy by aligning individual and organizational goals. 
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INTRODUCTION 

 

Have you ever seen the cockpit? A very complex system that reveals the current performance of the 

different and critical sectors of aircraft for pilot in the form of scales and degrees on the dashboard. In case of 

any problem, a critical situation is announced and the alarm sound can be heard.  

What are organizations warning? What time is the critical situation of organizations announced? This is a 

question that has attracted many of the managers’ attention and has been the origin of the formation of the 

balanced scorecard.  

In evaluating the performance of an organization, this question arises that to what extent financial 

performance measures such as return on capital or operating profits indicate a clear picture of the organization. 

Financial measures’ shortcomings, competitive environment, the crumbling of old values about the customers 

force organizations to profoundly review visions, mission and their values. Performance bottlenecks remain 

hidden from the eyes of senior management; strategy and performance management processes in many 

organizations make finding out this point for the top management difficult that the gap between strategy and 

performance is caused by poor planning, poor performance or both. Studies have shown that in the era of 

knowledge, 75% of the value of synergies in organizational are created through organization’s intangible assets, 

including human capital, organizational capital and the information capital and not comprehensive performance  

can be done merely by tangible assets, performance evaluation and subsequently management. Hence, 

organizational commitment to its intangible assets is increasing day by day.  

Theoretical discussion related to the problems in the use of fiscal measures, discussing the measurement of 

intangible assets, eliminating the gap between strategy formulation and strategy implementation and to remove 

barriers led the organizations towards he application of balanced scorecard.  

http://www.aensiweb.com/JASA
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Research has shown that the majority of organizations have a vision and strategic plan. Nevertheless, the 

question remains as to why organizations that have strategic plans does not take much interest in practice. 

Statistics confirm this fact as well. Current evidence about the distance between realities to visions about the 

industry shows that only 57 percent of senior executives and 7% middle managers and operational staff know 

how to interpret the vision and organizational objectives into practice and implement it. Only two-thirds of 

senior managers understand the relationship between the strategy and their jobs. This ratio about the front-line 

staff is one tenth. Many managers discuss a strategy focused organization less than an hour a month. Therefore, 

in a position that strategic discussions in the plan and senior managers’ working calendar is not appeared, it is 

not surprising that the organization fails to implement the strategy. Today, managers have recognized the value 

and impact of assessment tools of organization performance, but rarely use it as part of the strategy of the 

company. As a strategic management approach, balanced Scorecard makes it possible for managers to provide 

reliable tool for performance evaluation and organization’s management system by expressing the company’s 

vision and strategy into measurable criteria.  

The advent of the information age, especially in the last few decades of the twentieth century, obsoleted 

many of the basic assumptions of competition in the industrial periods. Companies could not achieve sustainable 

competitive advantage only through the application of new technology in the physical assets and financial assets 

management. The information age environment makes the manufacturing and service organizations for success 

in the competition arena required to acquire new capabilities. The ability to participate in the mobilization and 

use of its tangible and intangible assets has been more critical than investments and management of physical and 

tangible assets.  

 

Performance evaluation purposes: 

• Identifying strengths and weaknesses and organization’s problems and efforts to increase prosperity and 

usability and reforming activities in order to take advantage of opportunities and neutralizing environmental 

threats. 

• improving resource allocation and better use of facilities and human resources to implement the goals and 

programs 

• Increasing the ability of organizations to provide quantitative and qualitative services  

• Promoting accountability for performance 

 

Traditional performance evaluation systems: 

Traditional performance evaluation systems often focus on accounts costs and management. The methods 

were developed in the late nineteenth and early twentieth centuries in various industries. With changes in 

technology and technical matters and with regard to the problems of management accounting techniques, the 

traditional performance evaluation systems do not meet the needs of organizations. Hence the necessity of 

taking advantage of the new performance measurement systems are felt more than ever.  

The features that such systems should have include: 

1. They should be directly related to the strategy of the organization. 

2. They should use non-financial indicators 

3. They should changes with requirements change over time. 

4. They should be simple and easy to use. 

5. They should present rapid feedback to managers and staff. 

6. They should be led to improvement and do not solely consider performance. 

Regardless of its type, size and structure, every organization requires a model to accordingly assess the 

extent of their success in achieving their goals and strategies. Several methods that exist for evaluating the 

performance consider performance from a different perspective and may not meet the needs of managers 

individually or a combination of them.  

 

Balanced scorecard (bsc): 

Over time, the inefficiency of traditional evaluation methods, and especially fiscal measures have been 

found and proved from the following aspects: 

- Lack of attention to intangible assets 

- Addressing historical events (retrospective approach), 

- Giving too much importance to fiscal statements and short-term profit and loss 

- Not applicable to all organizational levels 

 

Comparing performance evaluation in traditional and Balanced Scorecard methods: 
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Traditional methods of performance evaluation Balanced Scorecard 

Emphasis on individuals’ performance evaluation Emphasis on processes performance evaluation  

Emphasis on evaluating the financial dimension Emphasis on evaluating different aspects of organization  

Emphasis on control Emphasis on improving and learning 

Exclusive emphasis on performance evaluation Emphasis on understanding the goals and strategies of organization before 
evaluating the performance 

Emphasis on the achievement of results (results-

oriented) 

Emphasis on achievement of results and the process of achieving it 

(process-oriented) 

Retrospective Indices Retrospective and prospective indicators 

Creating an atmosphere of distrust Establishing a trust and cooperation environment 

Exclusive attention to problems Establishing causal relations and stemming problems 

Discrete and periodic evaluation Continuous assessments 

 

In 1990, professors Robert Kaplan and David Norton begun a survey of 12 top companies in America and 

studied the standards and methods to measure their performance. The research result showed that most 

successful organizations determine their strategic objectives in four financial categories namely customer, 

processes and learning and growth and evaluate their performance from these four aspects. Recognizing the 

limits of their performance evaluation with financial indicators, the survey results were published in 1992. After 

the publication of this issue and four years of consultation in companies in the field of performance evaluation, 

the first book was published in 1996 entitled the Balanced Scorecard and so the Balanced Scorecard as a new 

management tool for evaluating the performance was introduced. But gradually the use of the Balanced 

Scorecard by organizations goes beyond the technical evaluation of the operation and the balanced scorecard as 

a strategic management system was introduced. Since 2001, the application of balanced scorecard was exceeded 

even more and have been exploited as a framework for the organization changes. Today, the scorecard approach 

has been known as one of the most widely used management tools, low error and effective. Balanced Scorecard 

is a conceptual framework that its task is to interpret strategic objectives into a set of performance indicators. 

These indicators are typically selected among the four financial customer, internal processes, and learning and 

growth aspects. It is considered as management framework to measure the performance of an organization. This 

method reveals the importance of non-financial measures in the BSC and use them in a comprehensive 

measurement system. Another strong point within the framework of this measure is to create balance and 

harmony. Scorecard proposes organization’s strategies and is a tool to explain the causal model and finally 

considers al value sizes for the partners. There are results that non-financial measures like customer satisfaction 

and the number of new services in the organizational method are originated from BSC activities which leads to 

the achievement and implementation of strategies. Thus, these sizes are among the predictors that figure out the 

future financial performance of the organization.  

Four aspects of measurement in this model are: 
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Four views of the Balanced Scorecard: 

 

View one: Customer: 

This aspect includes the organization's ability to provide qualitative products and services in the Balanced 

Scorecard that comprises effectiveness and presenting the product and/or services of all the items presented to 

the customer and customers’ satisfaction.  

 

View two: Financial: 

Financial measures concerned about meeting the expectations of the stakeholders and measure and reflect 

the result of all efforts in other areas of customer service, processes improvement and enhancing organizations 

and forces in the form of the economic results achieved (profitability and growth).  

 

View two: process: 

This view identifies and measures fundamental processes affecting comparative advantage in doing 

operations in order to provide the customer expectations.  

 

View two: growth and learning: 

According to the growth and learning, infrastructures that the firm provides for continual improvement and 

sustainable growth and the amount of attention and investment spent on upgrading the system, organizations and 

forces in order to gain a firm's future are evaluated and investigated. 

 

Characteristics of Balanced Scorecard: 

Balanced Scorecard provides a balance in the following ways: 

1. Balance between indicators of financial and non-financial measures, 

2. Balance between internal and external stakeholders of the organization, 

3. Balance between long-term and short-term goals 

4. Balance between introspective and retrospective indicators 

 

The objectives of using the Balanced Scorecard: 

1. Creating a framework for describing the strategies of the organization by financial aspects, customers, 

internal processes and learning and growth. 

2. Establishing a system that would fill the gap between goals and objectives expressed by senior 

managers and the goals understood by employees. 

3. Creating a system for measuring the performance in the past and conduct of future performance. 

 

The main functions of the Balanced Scorecard: 

A strategy centered organization: 

Today, senior executives of many organizations spend time, energy and considerable financial resources to 

develop strategies and determine basic strategies of their own organization. But most of them expressed lack of 

optimal implementation of their strategies.  

Researchers attributed reasons for the failure of organizations to implement their strategies to four types of 

limitation or obstacles as follows: 

1. Obstacles related to lack of strategy transition, only 5% of employees understand the strategy. 

2. Obstacles related to the inconsistency of the staff, only 25% of managers and employees develop their 

interests in connection with the implementation of the strategy. 

3. Barriers related to the lack of commitment of senior management, 85% of senior managers allocate less 

than an hour of their time each month to discuss about strategy. 

4. Barriers related to lack of the allocation of resources, only 40% of organizations connect funds to 

strategy. 

 

Overcoming the barriers to implement strategy using Balanced Scorecard: 

1. Addressing the barriers to the transfer strategy 

2. Addressing the barriers to the inconsistency of staff 

3. Addressing the barriers related to a lack of senior management commitment 

4. Addressing the barriers related to lack of the allocation of resources 

 

The basic principles of strategy-centered organization using BSC: 

- Interpreting strategy into operational terms 

- Aligning the organization to achieve the strategy 
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- Strategies of every day everyone working 

- Transforming strategy into an ongoing process 

- Mobilizing the organization for development through senior management leadership 

 

B. Evaluation: 

One of the most important sources of information for managers’ decision making is the evaluation of 

financial performance and indicators such as profitability, sales, return on investment, and so on. However, 

these indicators portray only one aspect of organization for decision-making and more importantly, all of these 

indicators are dilatory and to create a more complete and prospective picture of an organization, it will require 

an efficient and comprehensive tool for the evaluation of the performance of the organization at all levels. 

Relying solely on financial measures in an evaluation system causes the organizations rely solely on the results 

of previous operations. Financial indicators alone does not indicate health and the existence of key factors of 

success in an organization. These indicators measure the tangible assets of the organization. However, in today's 

competitive world, the significance of tangible assets is only 25% and intangible assets of the organization such 

as specialist human resources, commercial brand, technical knowledge, business processes, information and 

communication have 75% significance which create competitive advantage for the organization. Using the 

Balanced Scorecard, all employees know what role they play in the overall goals of the organization. This card 

forms the basis of reward to people for most organizations in the world. Successful organizations do not depend 

only on financial measures to evaluate their performance, but evaluate their performance from three 

perspectives: customer, internal processes and learning and growth. 

 
Effective factors in the failure or success in the Balanced Scorecard 

Failure  Success  

Lack of support from senior management of its implementation Support from senior management of organization from the 

Balanced Scorecard 

Attitude to the Balanced Scorecard as a project rather than a sequential 

process approach 

Existing a  vision mission and overall strategy of the 

organization 

Early changes of senior management The use of automation and IT systems and creating the 
necessary infrastructures 

Lack of clear communication with Balanced Scorecard and other 

management systems in the organization  

Training Balanced Scorecard concept at all levels of the 

organization 

Not all organizational units involved in the implementation process Explaining the exact strategies and operational goals of the 

organization 

The lack of a clear and precise definition to a system like BSC and 

benefits of its implementation 

Evaluation of the current condition of the organization  

Failure to assess the current situation of the organization before 

starting the implementation of BSC 

Creating a continuous process approach in the Balanced 

Scorecard method 

NOT teaching concepts of the Balanced Scorecard for the executive 

team and staff 

Proper definition of measures based on four objectives in 

view of the evaluation procedure 

Failure to establish a communication in a causal form between the four 
BSC perspectives   

Creating a causal communication network in the four 
perspectives BSC 

Failure to provide feedback on the results of BSC performance to 

improve plans, objectives and measures  

Lack of early change of senior management and the use of 

experienced consultants 

Lack of connecting the results of the performance evaluation to 

remuneration and compensation system 

Providing feedback on the results of the implementation of 

the Balanced Scorecard 

Unclear a responsible and accountable organization against the 
deviation of the results of the measures 

Clear and precise explanation of the need for a system such 
as the Balanced Scorecard 

Lack of using experienced consultants Connecting performance evaluation results to reward system 

Non-use of automation and IT systems to collect and analyze them Existing an accountable and responsible organization for the 

results of measures  

Ignoring past experiences in the implementation of various methods of 
performance evaluation 

Involvement of all the organizational units in the 
implementation of the Balanced Scorecard 

 

Administrative procedures of establishing BSC system: 

1. Formation of working groups and expert teams of managers and experts concerned to cooperate and 

participate in the project and holding the training required 

2. Developing statements of mission, vision, goals and strategies of the organization in four landscapes of 

Balanced Scorecard. The strategic plan is based on three fundamental questions: where are we? Where do we 

want to go (vision)? How are we going to reach the destination? (Strategy) 

3. Studying the external environment and internal space of the organization and analyzing the 

opportunities, threats, strengths and weaknesses 

4. Reviewing processes and mapping process sequence and interaction between processes in a graph 

entitled map of process of organization is done. Based on the fact that Balanced Scorecard system is process-

oriented, drawing the processes map in this model is very important. Processes of each organization is unique 
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with respect to the type of activity and vary from one organization to another. In this map, processes affecting 

the strategic themes has been identified. Process mapping pattern is as follows:  

- main processes 

- Management processes  

- Support processes  

5. Mapping strategy and establishing the cause - effect relationships and the influence method between 

strategic objectives of organization: creating a strategy map, the role of each organization and individual units in 

the organization's strategy will be identified and defined. Strategy Maps cause that managers perceive a visual 

appearance from the strategy that is real and powerful.  

6. Setting performance indicators based strategies 

7. Developing operational management dashboard: This is a tool for managing the organization to have a 

quick overview of the performance of the organization ((a snap)).  

8. Identifying the key success factors for each of their overall objectives and associated measures 

9. Determining related quantitative objectives and the results of performances in the past, present and 

future in four view of the model for strategic macro implementation of the organization  

10.   Defining administrative measures and plans for each quantitative objective and in each vision with 

their implementation  

11.  Creating a support software context along with developing scorecards and repeating their assessments, 

the volume of data and reports 

12.  Transferring a cascade at the level of operational units and strategic businesses of organization and the 

strategy map in this level is also provided for more micro levels of organizations. 

 

1. Administrative challenges: 

Structural challenges relate to the number of cards and privilege level that should be implemented. Of 

course, the number and level of their implementation totally depends on the organization’s strategies and 

objectives.  

 

2. Cultural Challenges: 

Many organizations decide to executive the balanced scorecard; because they are looking for more 

transparency and accountability. But they should first consider their cultural requirements and habits further. 

Organizations can identify the resistance of employees, where and why they are existed that understand 

infrastructures and requirements of their corporate culture clearly.  

 

Conclusion: 

In the era of knowledge and information, organizations are successful that embark on fast and timely 

implementation of effective strategies to gain competitive advantage and create added value utilizing dynamic 

and systematic approaches and continuously improve their performance by learning from the market and 

customers. These are the learner strategic organizations. The more we move ahead in the era of knowledge, the 

more new techniques are created to improve and enrich their strategic capabilities and organizational 

performance. These models are all inspired from balanced scorecard which currently, it is the most effective 

framework for strategic management and performance.  
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