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Abstract 
In recent decades, researchers and scholars tend to notice the non-financial part of 
management accounting rather than just focus on the financial part (Hanne 
Nerreklit,2000). And they emphasize the management role in the management 
accounting techniques. As a result, the Balanced Scorecard (BSC) came into being in the 
1990s and diffused around the world. This essay introduces the origin, development and 
diffusion of the BSC, followed by exploring the intended and unintended managerial 
effects of the practicing of the BSC. Finally, different suggestions are mentioned to 
optimize the BSC, which might be useful for further research.  
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1. Introduction 

The BSC was initially described as a performance measurement system containing both 
financial and non-financial measures, which involves 4 perspectives: financial, customer, 
internal business processes, and the organization's learning and growth (Kaplan and Norton, 
1996). These 4 perspectives of the BSC formulate a cause-and-effective relationship that offer 
a more balanced view of the whole organization. And Epstein and Manzoni (1998) add that the 
BSC highlights trade-offs between measures. Compared to the BSC, its predecessor Tableau De 
Bord (Dashboard), a French technique, only contains a flat structure from “vision and mission” 
to “objectives” and then to “Key Success Factors (KSF)” which ultimately transformed into “Key 
Performance Indicators (KPI)” (Epstein and Manzoni, 1998, p.192). Besides, a prominent 
change in the BSC is that it evolved from a performance measurement system to a strategic 
management system as the “strategy map” and “the five principles of a strategy-focused 
organization” were added to the BSC concept in order to meet the needs of multiplicities in 
management processes (Kaplan and Norton, 2001).  

2. Why and How BSC has Come about  

The BSC emerged as a solving method for overcoming the traditional accounting techniques’ 
drawbacks that no single management accounting technique can fully reflect the complexity of 
corporate performance (Epstein and Manzoni, 1998). 
Take the predecessor Tableau De Bord as an example of traditional management accounting 
techniques, it has several representative drawbacks: 
Firstly, it under-emphasizes non-financial measures. Neglecting non-financial measurements is 
not advisable because financial information only reflects past events but overlooks future 
expectation, which may lead to some wrong decision-making on the company’s budgeting, 
strategic planning, etc. In addition, the financial situation on the financial reporting can be 
manipulated by using different financial indexes, and the managers prefer to use the indexes 
which are beneficial to them, but such indexes are likely to cover up the truth resulting in 
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damaging the shareholders’ benefits. In short, financial measures tend to be less forward-
looking measures to potential problems than non-financial measures.  
Secondly, the outside information from customers is estimated to be ignored. In particular, 
indicators of the Tableau de Bord tend to be collected internally inside the company, rather 
than externally from customers. Without important customers’ information, the company is not 
sensitive to its markets and easy to miss some unique business chances.  
Thirdly, the Tableau de Bord can’t be an independent measurement using equally well to the 
whole company because of its flat structure. More explicitly, each sub-unit and each manager 
has different responsibilities and objectives, it’s hard to generate them together in one Tableau 
de Bord. (Epstein and Manzoni, 1998, pp. 191-197; Norreklit, 2000, pp. 67-68). 
As for the BSC, like all technologies, the beginning of it was based on many previous suggestions 
and experiments in multiple performance measurements. The development of the BSC 
experiences several stages. It initially came about as a performance measurement, then further 
transformed into performance management, and ultimately positioned as a framework for 
enhancing strategic execution which meets the various needs for performance and strategy 
management of the companies. And what distinguishes the BSC from other techniques is that it 
contains the outcome measurements and driving factors as well as connect them according to 
the cause-and-effect relationship (Norreklit, 2000). The BSC gains experience and overcome 
the above drawbacks in the Tableau de Bord: 
Firstly, the BSC attaches importance to non-financial aspects. It injects the company’s vision 
and strategy into 4 elements and the 3 non-financial elements can be regarded as the leading 
measures/drivers of the financial perspective (Epstein and Manzoni, 1998, pp. 193). For 
example, the company creates value for the customer and get feedback from the customer to 
learning and growth perspective for sustainable developments. The learning outcomes further 
improve the internal business process. Finally, these measures act together to the financial 
perspective.  
Secondly, the BSC considers the outside information especially the customer’s feelings. 
According to the cause-and-effect relationship of the BSC’s 4 measures, the ‘customer’ measure 
of the BSC is aimed at “how should we appear to our customers”, and the ‘learning and growth’ 
measure as well as the ‘internal business process’ measure is assumed to be the drivers of the 
‘customer’ perspective. Hence, through the BSC management system, the company is more 
likely to cope with the change in customer’ preference.  
Thirdly, the BSC provides a single document, a series of measures presenting a more integrated 
view of the whole company's performance. Out of the reason that the 4 elements of the BSC 
must be designed on the basis of their connection with the vision and strategy of the company 
as a whole, rather than just based on each sub-unit and each manager, it is easier for each 
department and every individual to align and focus together (Kaplan and Norton, 2001).  
There still many advantages have not mentioned here, to sum up, the BSC exists, develops and 
becomes popular due to all these advantages.  

3. Intended and Unintended Effects of the BSC  

The BSC has been in practice for more than 20 years, and these years has seen the intended and 
unintended effects that the BSC brings to the organizations:  
1) The vision and strategy is the core of the BSC, which is injected into the 4 perspectives so as 
to align the performance of the whole organization. The BSC communicates and reinforces the 
company’s strategy and vision from managers to employees. This means the cohesion inside 
the company is improved by sharing the same strategy which would be translated into different 
“working language” such as quantifiable indicators (Epstein and Manzoni 1998, p.196). 



Volume 3 Issue 2, 2022 

DOI: 10.6981/FEM.202202_3(2).0079 

669 

Frontiers in Economics and Management 

ISSN: 2692-7608 

However, some companies face the problem that the top management team cannot state a clear 
and shared view of the company’s strategy. In some cases, the strategy is not clear, in other 
cases, members of the top management team hold different views on what the strategy of the 
company is or ought to be (Epstein and Manzoni, 1998, p.198). It is a big obstacle in the practice 
of the BSC, because unifying the same strategy is a tremendous problem out of the various 
interest among different managers. 
2) The structure of the BSC seems to be simple, and the communication channel between 
managements and employees are involved in this simple structure. The cohesion of the 
workflow can be smoothed from the labor supporting of the BSC. But when applying it to a 
certain company, it really contains a lot of work and time. So many companies would like to 
invite consultants to customize the BSC system for them. Although expert consultants can save 
energy and time, developing and maintaining a BSC can still create a workload for many people, 
particularly, some information needed may not in the existing database and thus requires 
gathered specifically for the BSC. Managers that are often already stretched by their normal 
workload may not be enthusiastic about this additional demand on their time (Epstein and 
Manzoni, 1998, p.198). Besides, the employees tend to think that a new system may bring extra 
workload, therefore, they may slow down the progress when applying the BSC system due to 
reluctance. The resistance from managers and employees may result in a burden when applying 
the BSC. 
3) When applying the BSC in companies, the detailed objectives, measures, targets and 
initiatives are shown in front of the whole company (or unit). In other words, the transparency 
is increased. On one hand, the increased transparency helps the inspection inside the company, 
and some abstract actions have become clear for the managers to identify. On the other hand, 
some managers tend to avoid such transparency out of the appetency to protect their authority 
and power (Epstein and Manzoni, 1998, p.199). The different views toward transparency may 
draw up conflicts in the practice of the BSC. 
4) The BSC draws more attention to the non-financial perspectives of the company. As a result, 
the whole company can be evaluated from a more comprehensive view. However, in practice, 
the company usually stands in a competitive and changeable environment, and thus the 
financial perspective is still the most direct and visual measurement that the external/potential 
investors value most. At the same time, the BSC requires the managements to widen their 
perspective from a narrow emphasis on financial measures, but following this requirement is 
not easy, because those managers usually have rigid financial targets (Epstein and Manzoni, 
1998, p.199). 
5) The 4 perspectives of the BSC interact with each other and formed a cause-and-effect 
relationship. In this relationship, internal and external, financial and non-financial performance 
is under assessment, consequently, defects can be found more easily, and thus management can 
be improved to some extent. Nevertheless, there is no time dimension in the BSC. Because, in 
our common sense, time difference exists between cause and effect, but the BSC measures cause 
and effect at the same time without considering any time lag (Norreklit, 2000, p71). To reply to 
this problem Kaplan and Norton (1996, pp. 224-249) state that the strategic objectives have to 
be broken down into budgetary targets to be reached over time and to be followed up on, but it 
still represents a static method which does not settle down the time lag matter. 
6) The BSC is presented as a translation of strategy into a set of multiple measures tied together 
in a series of cause and effect relationships that are intended to collectively navigate the 
organization toward future competitive success (Cooper, Ezzamel and Qu, 2017, p.1010). 
However, the relationship among the 4 perspectives on the BSC is not entirely clear, especially 
the weight allocation. Because the 4 perspectives play different roles in the performance of a 
company at different stages of development, determining the weight of different perspectives 
is a big concern, which involves not only the allocation of weights in the four perspectives but 
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also the allocation of weights of different indicators in the same perspective. However, there 
are no precise methods to determine the weight allocation, hence, in practice, subject 
judgements are applied to the BSC which may cause errors. 
7) The BSC contains 4 perspectives in order to balance the company's activities with its 
stakeholders, which build a good relationship with customers. But not all stakeholders have 
been considered, some of the excluded ones being suppliers and public authorities, which may 
be vital to some companies (Norreklit, 2000, p78). Norreklit (2000) mentioned that it is even 
more problematic that the BSC does not monitor the competition or technological 
developments. At the planning stage, measurement variables can be benchmarked against 
competitors’ measurements, but the BSC does not presuppose any continuous observation of 
competitors' actions and results or monitoring of technological development, which means that 
the focus of the BSC is static rather than dynamic (Norreklit, 2000, p78). Norreklit (2000) 
claimed that the BSC does not take into account any strategic uncertainty in terms of the risk 
involved in events that may threaten or invalidate the present strategy.  
8. The BSC intends to connect and involve the managers and employees together to attribute to 
the whole company. But according to the relevant research of Qu and Cooper (2011), even the 
contents of the BSC had agreed upon by the company’s represents, many employees or 
managers still didn’t understand what the contents exactly were. From the manager’s 
perspective, if the BSC does not adapt to the concepts and relationships that management uses 
in developing strategies and visions, namely, the BSC cannot be part of the management 
language, it may be resisted by managers. In addition, the BSC may be very different from the 
strategic model in terms of which the management thinks, which will make it difficult to get the 
model rooted in the management. From the employee’s perspective, it may have some 
difficulties to get the BSC to consolidate in the employees as Kaplan and Norton (1996, pp. 199-
223) claim that the BSC is hierarchical and top-down. Problems may arise in two aspects, first 
is the top-down procedure when delivering information especially the information that 
depends on individual understanding, since confusion may come out of various understandings 
among different people. And second is in the feedback from juniors to seniors, because the units’ 
conditions have been defined by the top management and units cannot act on their own, just 
like they are dumb and react rather than act (Norreklit, 2000, pp. 79-81). 

4. Conclusion 

The BSC is not just a technique that extends the measurement areas included in the traditional 
accounting techniques, but also a strategic management system which makes efforts to reduce 
the problems of using only financial measurements out of the management demands. It adds 
non-financial measurements and constitutes a cause-and-effect relationship with the financial 
measurements. Furthermore, the BSC communicates the whole company by translating the 
vision and strategy into quantifiable indicators as well as pay attention to both internal and 
external information. However, using the BSC in the practice field still has some problems, such 
as the ambiguous vision and strategy, heavy workload for manager and employee, transparency 
problem, lack of time dimension, etc. Further research needs to be done to find solutions to 
optimize the BSC. Norreklit (2000) suggests that to help the BSC to become more practical, its 
control methods need to be adjusted. The control processes need to be more interactive 
between managements and employees when deciding their strategies, building the BSC, as well 
as implementing subsequent actions. 
In addition, Hristov, Chirico and Appolloni (2019, pp.12-13) hold another new opinion that 
environmental and social aspects can be integrated into the existing four standard perspectives 
in order to enhance the sustainability of the company according to the corporate social 
responsibility effects. On this basis, an additional perspective, named Sustainability or 
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Nonmarket perspective can be added to take environmental and social aspects into account, 
which further broaden the horizon of the BSC. Such research about integrating environmental 
and social issues into the BSC is a hot topic in recent years, and the results of such research may 
be vital to the survival, growth and sustainability of the whole company, which deserve further 
study. 
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