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Abstract 
Looking back on the development history of modern business performance management, 
Kaplan's Balanced Scorecard is undoubtedly a milestone. This paper selects F company 
as a case to analyze the problems of its existing performance evaluation system and uses 
the balanced scorecard model to propose improvement suggestions. Finally, the 
problems that may exist in the use of the balanced scorecard model are explained and 
solutions are proposed. 
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1. Introduction of Balanced Scorecard theory 

 
Figure 1. Balanced scorecard framework from theory to practical application 

 
In 1992, Kaplan and Norton proposed the concept of a balanced scorecard. As a new theory, the 
balanced scorecard performance evaluation system is mainly to carry out performance 
management effectively and comprehensively from the four aspects of finance, customer, 
internal business process and learning and growth. Its core idea is to implement the 
organizational strategy and complete the requirements for performance appraisal through the 
combination of financial and non-financial perspectives. The organizational strategy under 
balance scorecard is different from the traditional, it fully reflects the current needs of various 
organizations, and creatively meets the requirements of the new performance management 
system. The new concept focuses on the balanced development of the organization, and no 
longer just pays attention to the evaluation of the financial performance, but focuses on the 
coordination of the progress of the organization's strategic mission and specific 
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implementation objectives. The Balanced Scorecard has upgraded from a simple business 
evaluation tool to a strategic assurance tool, which emphasizes refining the specific goals into 
the daily work. The process of transforming Balanced scorecard framework from theory to 
practical application is shown in figure 1. 

1.1. Financial Perspective 
The internal business process level, the customer level and the learning and growth level in the 
balanced scorecard start from the financial level and end up here. By optimizing the three levels, 
the final objective is the improvement of the performance of the financial level, so it can be 
considered that the financial level is the core of the entire balanced scorecard. The focus of 
using the Balanced Scorecard for performance evaluation is to efficiently control the revenue 
status of the organization. Obviously, performance management is based on the basic goal of 
maximizing financial profit. This level directly leads to "how should we appear to our 
shareholders", which satisfies the expectations of shareholders and investors to the greatest 
extent. With positive reviews at this level, the company can obtain the capital required for long-
term development. At the same time, the contribution of the financial level in performance 
appraisal is also reflected in its ability to verify whether the company's strategy and its 
implementation can improve the final operating results. It is worth mentioning that the 
Balanced Scorecard is not limited to simply focusing on financial indicators, but also takes into 
account what drives the achievement of financial indicators. 

1.2. Customer Perspective 
In order to achieve profitability, the key is to maximize the market share. Customers can almost 
be regarded as the core competitiveness of a company. If a company wants to stabilize its 
customer base, the most important point is to improve the customer’s satisfaction with the 
service [1]. Therefore, any social organization should start from the market and customers, and 
find ways to set effective indicators to evaluate the performance at the customer level. As a 
prerequisite for corporate profitability, the customer level emphasizes that the realization of 
corporate mission must be based on specific market-oriented goals. The entire life cycle of an 
organization should accurately identify the target customer group, so as to refine the specific 
needs of different customer groups, and then take targeted measures to meet the needs. Only 
in this way can the organization stabilize old customers and develop new customers, so as to 
obtain greater returns and practical benefits from a larger customer base. 

1.3. Internal Business Process 
By developing goals and metrics for internal business processes, customer, financial, and 
learning growth goals can be organically integrated. The value of assessing internal business 
processes lies in being able to understand the implementation of the business in a more detailed 
level, being well aware of the problems that arise, and implementing precise measures for the 
problems, so as to achieve the purpose of improving the internal management efficiency of the 
organization. Different from the financial and customer perspectives, the internal business 
process level regards the assessment object as a whole process for improvement, and try to 
make customers get more value by improving product quality and optimizing after-sales 
service [2]. On the basis of the overall business strategy, a company must integrate processes, 
transform core links, improve abilities in production, sales, and after-sales to meet customer 
needs.  

1.4. Learning and Growth 
The best way to stay competitive is to provide executives and employees with opportunities to 
learn, explore and grow. In general, it includes enhancing operating capabilities, improving the 
level of informatization and data processing capabilities. Improve the enthusiasm of executives 
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and employees through collaboration, empowerment and incentives. The learning and growth 
level provides the most fundamental driving force for the other three levels [3]. The quality of 
this level directly reflects whether the enterprise can create value through continuous 
improvement in the future. To achieve the goal of financial growth, this perspective of Balanced 
Scorecard focuses on future investments, both in equipment, research and development, as well 
as in infrastructure such as systems, staff and procedures. 

2. Case Introduction 

2.1. F Co : Company Background 
F Co is a business, owned and run by the Feartie family, which providing security personnel to 
other businesses (such as factory guards and security personnel at large public events, such as 
concerts). This business has grown with the development of the market for outsourcing of 
security personnel roles, and F Co is one of the largest of such service providers in its country. 
The Feartie family has always managed the business to increase profits without excessive risk-
taking. Most of the family are financially dependent on the business through their pay and 
dividends. The founder of the business was an accountant and it has become a family tradition 
that the chief executive officer (CEO) would always have an accounting background. As a result, 
the performance reporting has always focused on financial results. 

2.2. Environmental Changes 
Government regulations require that most client-facing F Co employees are now required to 
hold a certificate showing they are aware of the relevant laws and health and safety procedures 
regarding their duties. Indeed, this factor is a reason for the growth of outsourcing to F Co. 
Secondly, Customer-facing employees are poorly paid according to local wage standards, and 
although F Co provides them with comprehensive training, recruitment and long-term 
retention remain difficult. Finally, F Co has faced a certain amount of legal action and disputes 
due to employees being too aggressive in the performance of their duties. 

2.3. Existing Performance Evaluation System 
At this stage, there are five KPIs used by F Co, revenue, operating profit, cash flow from 
operating activities, dividend payments, and return on capital employed. The recent 
performance data is shown in figure 2. A new generation of the family has risen to power with 
a goal of increasing growth by expanding F Co’s operations into different countries, using its 
existing reputation for reliability. The newly appointed CEO has recognized that the choice of 
key performance indicators (KPIs) may not be suited to the current business environment. 
 

 
Figure 2. the current KPI of F Co 

3. Analysis of the Existing Performance Evaluation System 

The overall business objective is to grow profit without taking excessive risks. This is focused 
on the financial aspects of the business and so it is consistent that the current key performance 
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indicators (KPIs) are all financial, being taken or calculated from the accounting information 
supplied with them. However, they are open to criticism. 

3.1. Evaluation of Individual Indicators 
The operating profit figure is less helpful for control purposes than the operating margin which 
allows for the effect of increased sales activity. The figures above show operating profit 
improving but, in fact, this just reflects the increased sales, as the operating margin is constant 
at 5.2%. 
The ability to generate cash from operations is one which should indicate if the company is at 
risk of failure and so it is a valuable measure of risk to the owners. 
The dividend growth figure is only for one year and, given the family’s long-term involvement 
in the business, it might be more helpful to have a five-year average of growth. This smooths 
out the fact that dividends are often only changed every few years once an increase appears 
sustainable. 
Return on capital (ROCE) calculation, this ratio is of little value to F Co as it does not have a large 
capital base. As a service-oriented enterprise with the provision of services as its main business, 
it requires relatively little capital investment as its activities are mainly about the hiring out of 
its employees’ time. 

3.2. Lack of Non-financial Indicators 
The existing evaluation systems are all financial indicators, which can easily lead to short term 
decisions, such as saving advertising costs and reducing training cost for staffs. These actions 
can boost financial metrics in the short term, but have adverse effect on the development in the 
long term. Company F should appropriately introduce non-financial indicators to respond to 
changes in the existing external environment. More importantly, non-financial indicators are 
often the driving factors of financial indicators, which can promote the formation of positive 
financial indicators in the long run. 

3.3. Lack of Benchmarking Data 
The existing evaluation system lacks comparative information on competitors and industry 
average, which makes the interpretation of data difficult. For example, whether the increase in 
revenue is due to the improvement of company F 's own operating performance or the increase 
in total market demand. 
Existing KPIs do not adequately reflect new plans to accelerate growth by developing new 
markets. Figures for revenue growth and operating margin should be broken down as they are 
unlikely to be similar in different markets. 

4. New Performance Evaluation System based on Balanced Scorecard 

4.1. Customer View 
Customer opinions are important to growth, so customer survey scores can be used to indicate 
their satisfaction. Given there are many difficulties in measuring customer satisfaction 
(discussed in next part), customer retention (percentage of revenue generated through existing 
customers) may be a better objective measure. 
Reliability is listed as a key selling point and some investigation may be required to identify on 
what aspects of the service the customers are basing this view. Possible measures could be the 
percentage of times that a security team of adequate size and experience are sent to each job or 
number of times when police have to be called to the customer’s location (indicating a problem 
which the F’s team could not handle). 
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4.2. Internal Business Processes 
The operating margin indicator suggested in the financial perspective will supply useful 
information about the overall efficiency of internal processes. Based on the issues the company 
is facing, KPIs for this perspective should reflect employee recruitment and retention, so the 
company's average number of unfilled vacancies in a year and employee turnover will be 
relevant metrics. 
The success of a company's training process can be measured by the number and average size 
of legal claims against its staffs. 

4.3. Innovation and Learning 
Training is a key issue for F Co, so the percentage of qualified employees is an appropriate 
metric. The time and cost of this training can also be a measure of an organization's ability to 
learn and improve the process. 
The operating margin changes over time which are generated in the new markets entered by F 
Co will show the improvement of the organization in these new markets. In addition, the 
revenue generated by the new services provided will also measure the innovation of F Co. The 
percentage of F Co's revenue that comes from new services is a good measure of its ability to 
innovate. 

5. Possible Problems and Solutions in the Application of the Balanced 
Scorecard Model 

5.1. Difficulties in Quantifying Non -financial Indicators 
Problems of non-financial indicators can stem from the lack of familiarity of management. This 
is a particular problem for F Co given its history of using financial indicators. Such non-financial 
measures can have issues in the different areas of recording/processing and interpreting 
information. Customer satisfaction is a good example of a metric with such difficulties. 
Customer satisfaction is often surveyed and the results are expressed in language. It is difficult 
to tell whether a complaint describing service as " poor " is more or less serious than a 
complaint describing service as " unacceptable ". The most common way to try to overcome this 
problem is to transform the data into quantitative data. Additionally, qualitative data is also 
difficult to interpret. It is inherently subjective because it is based on people's opinions. For 
example, when evaluating service quality, people have different expectations and priorities, so 
their judgments are less likely to be consistent. Some customers may expect that a security 
incident will never occur, but this is beyond the control of F Co. 
One way to reduce the impact of subjectivity is to look at performance trends, as opinion biases 
appear in each individual time period, but trends show relative changes in satisfaction. 

5.2. Conflicts between Indicators 
In the balanced scorecard, there may be conflicts in the selection of indicators. For example, to 
reduce the turnover rate of employees, training costs and salaries will increase, which will 
reduce the operating profit level. Investing in learning and innovation also incurs additional 
costs which will decrease operating profits. This requires F to prioritize indicators according to 
the strategic. Besides, fully communication with employees is required to make them recognize 
the ranking of existing performance system, otherwise the motivation of employees will be 
affected. 

5.3. Indicator Overload 
The Balanced Scorecard has four aspects, each has a series of indicators, which can easily 
overload the existing indicator system and make the management team lack the focus points. 
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Indicators should be set according to certain management levels, so that the strategic layer, the 
tactical layer, and the operational layer have their own concerns. 

6. Conclusion 

If an organization wants to adopt a balanced scorecard for performance management, it must 
start to optimize the lagging financial indicator system and improve the ability to collect non-
financial data. Before implementing the Balanced Scorecard, the management should have a 
clearer understanding of the company's current bottlenecks and develop improvement 
measures. 
When applying the Balanced Scorecard, the company needs to build the internal relationship 
between the strategic and organizational activities, and form a strategic map. The strategy can 
be transformed into different measurement indicators through the strategy map, and then 
implemented into the daily work of different layers. At the same time, the Balanced Scorecard 
can overcome some short-term behaviors of the management, which is helpful for the long-
term development of the organization and realizes the strategic goal of maximizing shareholder 
value. 
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