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Abstract 
Financial performance evaluation is one of the most significant financial management 
contents for all social organizations. Specially, at the university institutes, whether the 
financial performance evaluation is reasonable and scientific not only affects their own 
development and management level, but also has an important impact on personnel 
training, the ability to serve the society and the promotion of social influence. This study 
analyzed the current situation of financial performance evaluation for the university, 
deal with how to optimize the financial performance evaluation system of university 
based on balanced score card. Finally, the findings of this study puts forward several 
valuable opinions and suggestions for other studies. 
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1. Introduction 

The purpose of this paper is to investigate the effectiveness of the Balanced Scorecard (BSC) in 
improving financial performance for the university Institute. The BSC has gained increasing 
popularity as an effective management tool that aligns employee actions and goals with 
corporate strategy since first being introduced in 1992 (Davis and Albright, 2004). This paper 
presents an empirical analysis that investigates the impact of BSC on a university institution’s 
financial performance. The university is a non-profit organization which has a range of 
important function of personnel training, scientific research, serving economic and social 
development, cultural heritage and innovation. The BSC arose out of the need to improve the 
planning, control, and performance measurement functions of management accounting 
(Philbin, 2011). The financial performance evaluation is very important for universities to 
improve their management level, enhance the organizational adaptability and competitiveness 
by evaluating the efficiency of the use of resources. Currently, there are still some problems in 
the financial performance evaluation of many university institutions, which include several 
aspects and have a wide range of influence. 
The performance evaluation of financial management in universities refers to the scientific, 
objective and measurement, comparison and comprehensive evaluation of the process and 
results of financial behavior (Atkinson et al., 1997). Atkinson et al. (1997) state that the BSC is 
a significant development in management accounting that deserves intense research attention. 
They suggest using multiple research methods, including case studies, behavioral experiments, 
and archival approaches (Cook and Campbell, 1979; Yin, 1994). The advantages of financial 
performance evaluation reflect the financial situation of universities timely and accurately, but 
also comprehensively evaluate the financial performance of colleges and universities. It 
provides that the basis for financial decision making in universities, lay the foundation for 
further improving the performance management and formulating financial plans, and play a 
correct decision making role. Strengthening the performance evaluation of university financial 
management will further improve the level of university financial management. 
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2. Current Situation of Financial Performance Evaluation in University 
Institution 

2.1. Lack of Attention 
Firstly, lack of attention is the key problem that the current financial management and 
performance evaluation of universities have been unable to achieve a substantial level of 
improvement, and there are several reasons for the lack of attention. The leaders of university 
despise financial management and performance evaluation. For instance, they only pay 
attention to staffs’ scientific research level and students’ education quality, lack of attention to 
their own management level, and management deviations are caused by lack of knowledge, 
such as paying attention to construction and input, but not to economic benefits and output. In 
addition, there are many other reasons, such as their own financial situation is not good enough, 
limited resources can not be taken into account, or no consensus has been reached. 

2.2. Lack of Normative System 
Standardized management is the guarantee to improve the quality of management. However, 
in the current environment, the standardization of financial performance evaluation requests 
to be further strengthened, the lack of standardization is mainly manifested in the lack of 
scientific system, lack of specifically effective methods, lack of effective coordination and 
communication. The lack of norms in management not only makes it impossible for specific 
systems to be effectively implemented, but also has a negative impact on the construction of 
the whole internal management environment. 

2.3. Lack of Supervision and Regulation 
Performance evaluation has always been inseparable from assessment and supervision, once it 
can not be effectively supervised, it could be very difficult for the evaluation work and achieving 
the practical results. At present, although many universities in China have increased their 
efforts in performance evaluation, they are still fairly weaknesses in supervision, and internal 
supervision is often unsatisfactory. There are many reasons to explain that why the supervision 
work has not been really strengthened, such as the dislocation of management, the complexity 
of structure and the unclear division of powers and responsibilities caused by the long-standing 
problems, so that even if the supervision measures are promulgated, they are often not really 
implemented. 

2.4. Lack of Scientific Evaluation System 
At present, many universities have not yet established a complete index system for the 
evaluation of the degree of achievement of the predetermined objectives and economic benefits 
after the investment of funds, and the relevant policies and evaluation methods for the content 
and reporting system of the performance evaluation of colleges and universities by the financial 
and educational departments are not perfect, while the application of government financial 
performance evaluation to colleges and universities often fails to reflect the characteristics of 
colleges and universities. The financial performance evaluation of colleges and universities 
should include a complete set of systems such as evaluation subject, evaluation object, index 
system, evaluation standard and evaluation method. Some colleges and universities have made 
some preliminary explorations in their own performance evaluation, but the content and index 
evaluation are not systematic and perfect. For a long time, the financial performance evaluation 
system of colleges and universities lacks due assessment, supervision and evaluation. In some 
universities, there are phenomena such as dislocation of educational funds, serious redundancy 
and loss of intangible assets, which lead to the imbalance of educational structure and discipline 
structure in different parts of China, and the imbalance of educational resources among regions, 
making the effective and fair allocation of higher education empty talk. In order to eliminate the 
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phenomenon of wasting educational resources and low utilization rate, we have to give full play 
to the effectiveness of financial performance evaluation in universities, and improve the 
supervision mechanism of financial performance evaluation system in universities. 

3. Strengthening the Financial Performance Evaluation System in 
Universities 

3.1. To Enhance Ideological Understanding 
For the financial performance evaluation work in universities, the first thing is to have a 
systematic and in-depth understanding of the importance of financial performance evaluation. 
Meanwhile, it has a correct grasp of the environment in which the financial performance 
evaluation work is carried out, so as to avoid the problem that the work is out of touch with 
reality and can not play a practical role. At the same time, university administrators and 
decision-makers should also change the traditional efficient management thinking, pay equal 
attention to internal management and education and teaching, and understand that only when 
their own management work is improved, can the education of students be further improved, 
and the quality of education and teaching and scientific research in universities be guaranteed. 
From management perspective, it should timely participate in some concepts of operation and 
management, and pay attention to the relationship between input and output. To truly achieve 
this, it is necessary to learn solidly, not only to learn the successful experience of other 
universities, but also to learn some knowledge of enterprise management, so as to guide the 
work from the overall perspective and ensure the economy and feasibility of financial 
performance evaluation. 

3.2. To Strengthen Standardized Management 
Although financial performance evaluation is a part of financial management, its wide coverage, 
involving a large number of personnel and departments, in order to strengthen management, 
we have to start with the whole internal management environment and strengthen the 
standardization construction. Standardized management should start from several aspects, 
firstly, it should standardize the post setting, especially in the internal post setting of financial 
management, which must follow the principles of science, efficiency checks and balances, 
strictly follow the principle of incompatible duties of accountants. Meanwhile, according to the 
particularity and complexity of financial management in universities, it should also implement 
the post rotation system, regularly or irregularly. On the one hand, it helps financial 
management personnel to better understanding the operation and specific work of the entire 
financial management system, and to fundamentally understand the responsibilities and work 
content that each post should perform. On the other hand, it avoids the egoism caused by long-
term position, and to achieve mutual supervision and mutual promotion between posts. 
Secondly, to implement the financial performance accountability system, the scope of 
accountability should be from the senior management of universities to the grass-roots staff, so 
as to form a healthy environment in which individuals in performance evaluation and 
responsible. 

3.3. To Strengthen Supervision and Control 
It is necessary to establish a supervision and control mechanism corresponding to the 
performance evaluation system and a financial performance risk warning mechanism. 
Generally, a risk warning mechanism includes three aspects: internal audit, real-time 
performance monitoring and performance evaluation analysis. The composition of internal 
auditors should include specialized accountants, also include the main heads of departments 
within the university, to ensure the compatibility between internal audit and university 
management and teaching. Performance monitoring includes performance database (for 
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screening safety data and risk data), data rating (divided into junior school,high school and 
senior high school). In order to provides a scientific basis for the follow-up analysis and 
evaluation of financial performance, regular analysis meetings should be held regularly in the 
performance evaluation and analysis stage, which should not only include the achievements 
and problems of the current management work, but also focus on how to solve these problems, 
and to lay a good foundation for the formulation of specific management work in the next period. 

3.4. To Strengthen the Construction of Financial Performance Evaluation 
System 

Optimizing the financial performance evaluation system of universities requires not only the 
support of many auxiliary means, also the reform and strengthening of the evaluation system 
itself. Initially, it should pay more attention to the integrity of the system itself, start with the 
characteristics of financial performance evaluation in universities, strengthen the effectiveness 
of educational capital investment, the efficiency of capital usage, and the exertion of economic 
value to adjust the whole evaluation system. It takes into account the use and management of 
funds, asset management to ensure the fairness and justice of performance evaluation. 
Secondly, we should attach importance to the results-oriented nature of the financial 
performance evaluation system, which is not only to provide a final evaluation result, also to 
guide the current construction and future development of universities through evaluation. 
Therefore, we should attach importance to the compilation of evaluation reports, especially to 
the analysis of problems and suggestions for rectification. Meanwhile, we should link the 
rectification activities with the reward and punishment mechanism to stimulate the enthusiasm 
and initiative of managers and staff. Thirdly, to enhance the interaction of performance 
evaluation, the purpose of financial performance evaluation is to improve work and quality, 
how to implement the evaluation results and rectification opinions is the most important, the 
main method to enhance interaction should be to open up information feedback channels, 
improve the efficiency of information feedback, and enhance the communication between 
assessors and assessed personnel. Ensure that the evaluation activities obtain more authentic 
evaluation data on the basis of wide support and understanding, avoid all kinds of differences 
and contradictions caused by poor communication, and promote the Orderly Development of 
Financial Performance Evaluation. 

4. Implementation of the BSC to the Performance Evaluation System 

The BSC as a strategic management and performance evaluation tool, is used for reference to 
construct a financial performance evaluation system suitable for the actual situation of 
universities. The BSC is introduced into the financial performance evaluation of universities, 
with the realization of the financial strategic objectives as the core, starting from the four 
aspects of finance, customers, internal processes, learning and growth (Malina and Selto, 2001), 
to build a complete financial performance evaluation system for universities. The BSC uses the 
balance between the results and the driver indicators, emphasizes the combination of long-
term goals and short-term goals (Hoque and James, 2000). It combines the financial indicators 
and non-financial indicators, which provides theoretical and technical support for improving 
the execution of financial strategies and strengthening the financial management of universities 
(Lucianetti, 2010). The dimension relationship of the balanced scorecard summarizes the path 
to achieve the strategic objectives, taking into account the characteristics of the financial 
department, taking the “University development strategy” as the center, from the financial 
dimension, customer dimension, internal process dimension, learning and growth dimension 
four perspectives to comprehensively promote strategic upgrading, and constructs the 
framework of university financial performance evaluation system. 
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4.1. Determination of the Development Strategic Objectives of the Financial 
Performance Evaluation System of Universities  

The universities are non-profit organizations, which pursue social benefits. When evaluating 
the financial performance of universities, we should not only consider how much economic 
benefits are achieved, also consider the social benefits generated by higher education (Cokins, 
2010; Smandek et al., 2010). It takes financial stability and sustainable operation as the 
strategic goal of development. 

4.2. University Financial Performance Evaluation Index System and Analysis 
Through the use of the four dimensions of BSC causal links and analysis, the final design of the 
financial performance evaluation system (Table 1). It is different to determine the weight of the 
dimension through the analytic hierarchy process. In the process of financial performance 
evaluation system guided by the theory of balanced scorecard, both financial indicators and 
non-financial indicators of financial management are used, and the comprehensive evaluation 
of the combination of the two is very scientific and reasonable. 
 

Table 1. University Financial Performance Evaluation Index 
Dimension Level I Indicator Level Indicator 

Financial 

Funding sources Growth rate of financial allocation, growth rate of self-financing, 
growth rate of income and per capita allocation. 

Budget situation  Budget adjustment rate, income budget implementation rate 
and expenditure budget implementation rate. 

Investment benefit  
Personnel expenditure ratio, public expenditure ratio, 
personnel income growth rate, per capita business expenditure 
growth rate, personnel research expenditure growth rate. 

Financial Risk  
Asset-liability ratio, repayment ratio of principal and interest of 
matured debt, interest coverage ratio, payment ability of capital 
construction investment. 

Sustainable 
Development Ability 

Growth rate of financial appropriation, growth rate of fixed 
assets, balance rate of revenue and expenditure, and ratio of 
teachers to students. 

Customer 

Student Satisfaction 
Students evaluate the quality of teaching, quality of life, campus 
activities, etc., the rate of students applying for examinations, 
and the rate of students' entrepreneurial intentions. 

Social and Employer 
Satisfaction 

Students’ occupation of relevant positions in society, students' 
salary level, employers' satisfaction index, graduates' 
satisfaction in society. 

Internal 
Processes 

Administrative 
Efficiency 

Information disclosure, collaborative innovation capability, 
work efficiency and work quality. 

Teaching 
Construction 

Utilization rate and intact rate of school-running conditions, 
number of off-campus training bases, number of specialties with 
national and provincial characteristics. 

Learning and 
Growth 

Faculty and Staff 
Develop Capacity 

Ratio of training and further education of faculty and staff, ratio 
of Professors, ratio of Doctors. 

Ability to attract 
talents 

The growth rate of high-level personnel introduced and the 
retention rate of high-level personnel. 

Scientific Research 
Academic Exchange 

Number of papers published per capita, conversion rate of 
achievements, number of citations, ability of visiting scholars 
for further study. 
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Financial indicators and customer indicators are external indicators, which directly reflect the 
degree of realization of the development strategy of universities. Financial indicators are the 
most basic indicators of the financial performance level of universities. Through the analysis of 
financial indicators, we can promote the school to strengthen financial management, evaluate 
the effectiveness and efficiency of financial operation in universities. Customer indicators are 
the key indicators, while financial indicators, internal process indicators, learning and growth 
indicators are the cornerstone of evaluating the financial performance of universities. Customer 
first is the design tenet of the balanced scorecard, and the social task of cultivating high-quality 
talents in colleges and universities determines the importance of the satisfaction of students 
and society (customers) in the development of universities. The index of learning and growth 
reflects the effect of training teachers and managers, the ability to introduce and retain high-
level personnel, the level of scientific research and the ability to interact with external 
personnel, information, schools and culture. 
As far as the financial department is concerned, the content of the evaluation system should 
include the financial work organization and personnel, accounting, system and implementation, 
and budget management. The first is the performance of financial institutions, including system 
construction, capital security, coordination and communication with various departments, 
budget management, budget implementation analysis, financial support for school central work, 
increasing revenue and reducing expenditure, financial planning and construction, supervision 
and inspection. The second is the completion of post responsibilities of accountants, such as 
basic professional ethics, service quality and level, business competence, business learning and 
follow-up training. As far as the college is concerned, it mainly evaluates the comprehensive 
ability of its teaching effect through the completion of financial indicators and other indicators 
that can be quantified, such as input-output ratio, graduate employment rate, teacher-student 
ratio, student arrears rate, budget implementation completion rate, violations of discipline and 
regulations, and statistical analysis results of major projects. As far as administrative 
departments are concerned, they mainly evaluate their comprehensive management ability 
through the completion of financial indicators and other indicators that can be quantified. 
In the design of financial performance evaluation index in universities, attention should be paid 
to increasing the number of non-financial indicators, collecting a large number of relevant 
information and data, and reasonably determining the weight of each indicator. The 
universities should design key performance indicators according to their own characteristics 
and conditions, and follow the principles of combining long-term indicators with short-term 
interests, coordinating process evaluation with result evaluation, and complementing target 
assessment with comprehensive evaluation in the financial performance evaluation of 
universities, so as to promote the integrity of the index system. The balanced scorecard is linked 
with the ability, salary, promotion of faculty and staff to achieve the strategic objectives of 
universities through incentives. For quantitative indicators, in the process of application, 
attention should be paid to the rationality and objectivity of index selection and empowerment. 

5. Problems in Strengthening Financial Performance Management in 
University 

5.1. Financial Performance Management Adapts to the Change of Environment  
The university is a complex system, which exists in the external environment and is constantly 
connected with the external environment. It also affected and restricted by the internal 
management environment of the university. Therefore, it is necessary to integrate various 
factors in order to truly objectively and correctly reflect the performance of financial 
management. In addition, due to the continuous reform of the financial system, the 
classification of government revenue and expenditure is also constantly updated, and the 
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financial performance evaluation system needs to be constantly revised and improved from the 
perspective of theory and practice in order to further improve the management level. 

5.2. The Index System of Financial Performance Diversified and 
Comprehensive 

Traditional financial performance evaluation is mainly based on financial indicators, which can 
comprehensively reflect the overall performance of universities. It directly related to the main 
objectives of universities. However, the financial indicators reflect the static history and focus 
on the internal quantity, which can not reveal the business drivers and the key factors of 
business development, and are outcome indicators. Those non-financial indicators are the 
driving indicators that determine the outcome indicators. Therefore, the financial performance 
evaluation system of universities should achieve the organic combination of financial 
performance evaluation and non-financial performance evaluation, and achieve the balance of 
results and drivers. 

5.3. The Performance Evaluation of Accountants from Person to Person 
From the perspective of human resources, there are four types of accountants, namely, human 
capital talents, human resources talents, accounting technology talents and accounting labor 
talents. The evaluation of human capital talents should pay more attention to 
comprehensiveness their management ability. The performance evaluation of human resources 
talents should also focus on the comprehensive performance of management value and 
departments, and on the realization of tactical results. The evaluation of accounting technical 
personnel should be based on the quality of work, supplemented by the quantity of work. The 
performance appraisal of accounting laboring talents should be based on quantity appraisal. 
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