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This paper explores the use of BSC as technique for assessing performance in the Nigerian banking
industry. The population of the study comprised 21 banks operating in Gombe State, Nigeria. A purposive
sampling technique was adopted to arrive at the sample of eleven banks. A survey technique was used to
obtain data for the study. Fifty five copies of questionnaire were distributed to the executive staff of the
sampled banks (5 each to every selected bank), out of which forty three copies were duly completed and
returned. Descriptive statistics and Kruskal-Wallis ANOVA was used as techniques for data analysis. The
study concludes that Nigerian banks relied heavily on financial performance measures followed by
customer performance measures as technique for assessing their performance. The study recommended
that Nigerian banks should enhance their performance measurement systems by balancing their
performance measures within the four perspectives of BSC. This will check the skewness of the CAMEL'’s
rating approach (C = capital adequacy, A = asset quality, M = management quality, E = earning quality and L
= liquidity), which uses financial measures to assess banks performance in Nigeria.
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INTRODUCTION

Banks serve vital intermediary role in a market-oriented
economy and have been seen as the key to investment
and growth. Most studies have argued that the financial
sector is vital for the socio-economic development of any
country. For example, studies by Beck et al. (2000) and
Levine (2003) suggest that a well developed and sound
financial system can contribute significantly to economic
growth by recognizing the important role financial inter-

mediaries play in bridging the disequilibrium between
savings and investment needs within an economy. They
argue that economic growth can be sustained only if
scarce resources are mobilized efficiently and trans-
formed effectively into productive investments, and this
function is efficiently conducted by the financial
intermediaries. Furthermore, Hamid (2008) observes that
a developing economy, like Nigeria, requires the services
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of a well-functioning banking system in order to realize its
socio-economic objectives. Hussey (1999) posits that a
bank is a commercial institution licensed as a taker of
deposit and is concerned mainly with making and
receiving payments on behalf of its customers, accepting
deposits and making short-term loans to private indivi-
duals, companies and other organizations. However,
pperformance measurement is an integral part of
management accounting (Emmanuel and Otley, 1995). At
present, management accountants do more management
activity and less accounting dealing with costs (Burns et
al., 2004). The position of manager or management
accountant is now similar to that of an internal business
consultant (Siegel and Sorenson, 1994).

Companies around the globe have stuck to the
traditional measures of financial performance until in the
late 1980s when increased globalised competition has
forced them to consider non-traditional measures
(Ghalayini and Noble, 1996). Furthermore, the operating
environment and the nature of business operations have
become increasingly future-orientated. This has recently
set new requirements for management accounting to
become more future and business-oriented, which in turn
has led to the use of forward-looking accounting
information including non-financial measures. The
requirements of the customers keep changing and a
satisfied customer today may be lost in the future if his
changing requirements are not met. In order to retain the
customer, therefore, his changing requirements must be
satisfied by way of innovation in products, services and
processes (Ahmed et al., 2011).

However, in order to adapt to internal and external
changes, the method of monitoring performance should
be dynamic. Kaplan and Norton (1992) developed an
innovative multi-dimensional corporate performance
scorecard known as the BSC. It provides a framework for
selecting multiple key performance indicators that
supplement traditional financial measures with operating
measures of customer satisfaction, internal business
processes, and learning and growth activities.

In both research and practice, the BSC has received
much attention, particularly as a strategic performance
measurement system in many industries, including
hospitality, health, manufacturing and banking (Beechey
and Garlick, 1999). In the same vein, BSC is a framework
which has been widely used during the last decade for
performance measurement in different disciplines (Lee et
al.,, 2008; Luu et al., 2008). It has been observed that
most of the successful organizations are adopting BSC
(Rigby, 2001; Fernandes et al., 2006).

However, according to Etim and Agara (2011), despite
widespread adoption of BSC, there appears to be no
significant documentation on the translation of BSC in
any Nigerian firm that could serve as a reference point for
replication in spite of the success already recorded by
companies that have implemented it. The study relating
to BSC in Nigeria is the one conducted by Iwarere and

Lawal (2011) which empirically evaluated the perfor-
mance of facility maintenance of public organizations in
Nigeria and recommended that public organizations in
Nigeria should adopt four key aspects of the BSC that
focus on four related perspectives of organizational and
management performance such as financial performance
measures; internal process; customer satisfaction and
workforce support. In addition, Etim and Agara (2011)
empirically explore how the strategic management
performance model called BSC, has faired among firms
that have introduced/adopted the model in Nigeria. They
concluded that for Nigerian organizations to participate in
the global economic arena, the adoption of BSC is
imperative. The foregoing discussion suggests that there
are relatively few empirical studies on the use of BSC as
technique for assessing performance in Nigeria. It is
against this bedrock that this study intends to examine
the use of BSC as a technique for assessing performance
in the Nigerian banking industry. Thus, this study
hypothesized that Nigerian banks do not use all the four
perspectives of BSC as technique for assessing
performance. The paper is thus organized into five
sections. Section one which is the introduction. Section
two, which is the next section, reviews related literature
on the subject matter of the study. Section three
discusses the methodological issues of the paper, while
section four presents and discusses the results obtained
from the data generated for the study and finally, section
five gives the conclusion of the paper.

The concept of performance

The term performance has been defined by different
authors in different ways. According to Drucker (1954),
when discussing the issue of performance, the issues of
effectiveness and efficiency are interrelated and that
efficiency refers to the ability of an organization to do
things right, while effectiveness is about doing the right
things. Kohli and Jaworski (1996) observe that organiza-
tional performance consists of cost-based performance
measures, which reflect performance after accounting for
the costs of implementing a strategy (profit measures),
and revenue-based performance measures, which do not
account for the cost of implementing a strategy (sales
and market share). Aluko (2003) defines performance as
the execution or accomplishment of work, tasks or goals
to a certain level of desired satisfaction and that organi-
zational performance is defined in terms of the ability of
an organization to satisfy the desired expectations of
three main stakeholders comprising owners, employees
and customers. An institution that persistently makes a
loss will ultimately deplete its capital base, which in turn
puts equity and debt holders at risk. Moreover, since the
ultimate purpose of any profit-seeking organisation is to
preserve and create wealth for its owners, the bank’s
return on equity (ROE) needs to be greater than its cost



of equity in order to create shareholders’ value. Dauda
(2010) highlighted that organization performance is
determined by the demand for its product or services.
Many organizations put in place methods and strategies
that could enable them attract customers and improve the
quality and quantity of their product.

From the foregoing definitions, it can be deduced that
performance is the efficient and effective use of
resources by an organization for the accomplishment of
its objective or goal leading to increase in the following:
share price, sales, market share, sustainable profitability,
net present value, earnings, generating cash flows, risk-
taking, leverage and demand of its product or service and
satisfying the desired expectations of its three main
stakeholders comprising owners, employees and
customers.

The concept of performance measurement

Though the term performance measurement has been
used since the late 1970s, there has not been a
universally accepted definition for it. An aged saying
indicates that what gets measured gets managed
(Schmenner and Vollmann, 1994). Performance mea-
surement is the process of ensuring that an organization
pursues strategies that lead to the achievement of overall
goals and objectives (Nanni et al., 1992). According to
Cheng (2008), performance measure can be defined as
the system by which an organization monitors its
operations and evaluates whether the organization is
attaining its goals. Besides, to fully utilize the function of
the performance evaluation, it is necessary to set up a
series of indicators that properly reflect the performance
of the organization.

Given the aforementioned definitions, it can be inferred
that performance measurement is multidimensional,
comprising the ways and manners through which the
operations of an organization overtime are monitored and
assess with a view to determining whether the organi-
zation is attaining its goals in terms of value delivery to
customers and other stakeholders.

The financial measures of performance

Financial measures have long been used to effectively
evaluate the performance of business organizations.
Financial measures are required by legislation and have
been in existence for many years. All businesses,
therefore, use some form of financial measurement
systems. The term traditional performance measurement
system, however, has been coined to describe
performance measurement systems where the overall
focus is financial and, as a consequence, the scorecard is
dominated by financial-outcome-related measures.
However, prior to 1992, various absolute and relative
accounting measures were being utilized for performance
evaluations. Prominent accounting measures were total
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income, operating profit, net profit, cash flows, return on
investment, residual income, and value added income
(Garrison et al.,, 2003; Kaplan and Atkinson, 2005;
Horngren et al., 2006). Although the use of financial
performance measures is important in performance
measurement, there has been growing criticism of
financial measures as they are historic in nature and lack
futuristic outlook (Schoenfeld, 1986; Dearden, 1987;
Emmanuel and Otley, 1995; Kaplan and Norton, 1996).
From the foregoing, despite the heavy criticisms of the
use of financial measures of performance by companies,
some organizations still consider it as the most effective
tool for measuring performance. However, it is as a result
of the heavy criticisms on the use of financial
performance measures that some have argued for the
inclusion of non-financial performance measures.

The non-financial measures of performance

Prior to the 1980s, management accounting control
systems tended to focus mainly on financial measures of
performance, where only those items that could be
expressed in monetary terms were considered, while
product quality, delivery, reliability, after sales service and
customer satisfaction were not given prominence in the
measurement (Drury, 2004). Also, Fisher (1995) states
that there are three main reasons for the emergence of
non-financial performance measures: the limitations of
traditional financial performance measures, competitive
pressures, and the growth of other initiatives. Chartered
Institute of Management Accountant (2005) as cited in
Agyei-Mensah (2009) defines non-financial performance
measures as measures of performance based on non-
financial information which may originate in and be used
by operating departments to monitor and control their
activities without any accounting input. Non-financial
performance measures provide managers with timely
information centred on the causes and drivers of success
and can be used to design integrated evaluation systems
(Kaplan and Norton, 1996; Banker et al., 2000).

From the above discussion, one can see that the
proponents of non-financial measure of performance
consider it to be the best measure of performance which
focuses on the future performance rather than on histo-
rical information due to increasing competition, changing
organisational roles, changing external demands and the
power of information and communication technology.

The concept of balanced scorecard

French people began using a measure called “the tableau
de board”, or the dashboard of measure, which included
both financial and non-financial measures (Stewart and
Hubin, 2001). The emphasis on quality in the American
continent during the 1980s made Canadian companies to
include non - financial measures also in evolving their
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Financial Perspective

Is the company meeting the expectations

of its shareholders?

Customer Perspective

Is the company delighting (or at least

satisfying) its customers?

Internal Process Perspective
Is the company doing the right

things and doing things right?

~N

Perspective

Learning and Growth

Is the company prepared for the future?

Figure 1. Four perspectives of BSC. Source: Kaplan and Norton, 1992 pp 136.

business strategy. This was the initial conception of the
balanced scorecard (Stewart and Hubin, 2001). The BSC
arose out of the need to improve the planning, control
and performance measurement functions of management
accounting. Because of the rise in popularity of the BSC,
and benefits attributed to its use, Atkinson et al. (1997)
state that the BSC is a significant development in
management accounting that deserves intense research
attention. French and the Canadians were the first to use
the BSC in a different form. The BSC balances the
financial indicators with non-financial drivers of
performance. It allowed measuring the business
performance in a more balanced way by considering both
financial and non-financial measures (Ishtiaque et al.,
2007).

Within the BSC framework, four categories of measures
are identified in order to achieve balance amid the
financial and the non-financial, between internal and
external and between current performance and future
performance (Kaplan and Norton, 1992). These
perspectives are not mutually exclusive to one another;
rather, they affect each other in quite a high degree as
shown in Figure 1.

The financial measures typically focus on profitability
related measures (the basis on which shareholders, in
turn, typically gauge the success of their investments),
such as return on capital, return on equity and return on
sales among others (Kaplan and Norton, 1992; Lipe and
Salterio, 2000). Measures that are closely related to

customers include results from customer surveys, sales
from frequent customers, and customer profitability. The
customer perspective is a core of any business strategy
that describes the unique mix of product, price, service,
relationship, and image that a company offers (Kaplan
and Norton, 2001). Out of the four BSC perspectives, the
customer is at the core of any business and is crucial to
long-term improvement of a company’s performance
(Kaplan and Norton, 1992; Pineno, 2002).

In addition, the internal process measures are typically
based on the objective of most efficiently and effectively
produced products or services that meet customer needs.
For example, such measures may include order
conversion rate, on-time delivery from suppliers, cost of
non-conformance, and lead time reduction (Kaplan and
Norton, 1996). Furthermore, Kaplan and Norton (1996)
suggested that measures of employee capabilities,
information systems capabilities and employee motivation
and empowerment are examples of performance
measures relating to learning and growth perspective. In
the same vein, the innovation and learning perspective
includes three broad constructs: human capital, mea-
sured by employee skills (Ellingson and Wambsganss,
2001; Libby et at., 2004; Ullrich and Tuttle, 2004) and
know-how, organization capital measured by sharing of
worker knowledge, shared vision, objectives and values,
information capital measured by knowledge management
capabilities and accessibility of information (Kaplan and
Norton, 2004).



Empirical study on the use of BSC as performance
indicators

Balanced Scorecard (BSC) is a framework which has
been widely used during the last decade for performance
measurement in different disciplines (Epstein and Wisner,
2001; Lawson et al., 2006; Idalina et al., 2007; Lee et al.,
2008; Luu et al., 2008). It has been observed that most of
the successful organizations are adopting BSC (Silk,
1998; Malmi, 2001; Rigby, 2001; Fernandes et al., 2006).
In addition, increase use of BSC can be seen in recent
researches like: in supply chain integration (Bhagwat and
Sharma, 2007 Chang, 2009), research and development
projects (Eilat et al., 2008; Asosheh et al., 2010),
university performance evaluation (Wu et al, 2011).
According to Kuang — Hua (2005), BSC is the most
influential managerial concept in the last 75 years.

The use of BSC can be seen through several other
similar studies. Malmi (2001) investigated how BSC is
applied in Finish companies and why companies adopt it.
The study document that BSC is used in two different
ways. The first approach is management by objectives
and the second is to use BSC as an information system.
Also, the idea of linking measures together based on
assumed cause-and-effect relationship was not well
understood by the early adopters of BSC. In addition,
Anand et al. (2005) analyzed the practice of the
organizational performance management system of India
with a focus on BSC from 2002 — 2003 using a survey
method. The study finds that about 45.28 per cent of the
companies are using BSC. Also, initiating the change
process in the organization 50 per cent, broadening of the
performance measures 45.8 per cent, and facilitating the
integration of business plans with the financial plans 45.8
per cent are the major motivations for the implementation
of BSC in corporate India. Similarly, Ishtiaque et al.
(2007) conducted a survey in Bangladesh to identify the
use of BSC and found that the number of hours spent for
training per employee, on time deliveries, delivery cycle,
throughput time and set up time are the performance
measures used by the firms. They recom-mend that
frequent in house and outdoor development sessions
should have to be arranged and product and service
innovations and modifications need to be encouraged
and customer complaints need to be resolved quickly.
Furtheremore, Ahmed et al. (2010) conducted a survey
on commercial banks in Pakistan to know the extent to
which the BSC was being applied. The study concluded
that the commercial banks were using all the
perspectives of the BSC without knowing that they were
using them. Al-Matarneh (2011) conducted a survey to
determine the ability of Jordanian industrial companies to
apply the BSC for evaluating their overall performance
and the availability of the necessary data for that. The
results show that there is recognition by the Jordanian
industrial companies of the importance of implementing
the BSC in assessing their overall performance. They aslo
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also found that the Jordanian industrial companies
realized the importance of using the operational
measurements (non-financial) for assessing their overall
performance and they can afford the cost of applying the
BSC and they have the necessary human resources to
implement it. The study recommends that the Jordanian
industrial companies should use the BSC as a means to
rationalize the decisions of managers and guide their
behaviour and performance evaluation and that the
Jordanian industrial companies should attract experts
from developed countries to apply the BSC. Moreover,
Ahmed et al. (2011) conducted a survey to know what
measures are used by the commercial banks in Pakistan
to evaluate their performance within the four perspectives
of the BSC. The study results show that: first, the
common most financial measures used by the
commercial banks in Pakistan are return on investment,
percentage growth in revenue and profit per account;
second, the measures for customer satisfaction are
number of complaints, number of new customers and
number of appreciation letters; third, the measures for
internal process are improvement in response time to
customers queries, introduction of new products and
services, reduction in waiting time and number of new
facilities, and lastly measures for learning and growth are
feedback from employees, employees’ suggestions,
labour turnover and number of trained employees.

From the foregoing, the BSC has been applied by
companies in both developed and developing economies
cutting across various industries. But its application in the
Nigerian context received little attention. This study,
therefore, tries to fill this gap by studying the use of BSC
in assessing performance in the Nigerian banking
industry.

THEORETICAL FRAMEWORK

The theory that explains this work is the contingency
theory of performance measurement. The contingency
theory and contemporary performance measurement
unlike the traditional approach to performance measure-
ment where performance measurement is comparable
across industries and measures are alike; contemporary
performance measurement pays attention to particular
characteristics of a company. Though BSC follows the
same approach, they may only be comparable with one
another. The actual choice of performance measures
differs not only among companies active in different
industries but also among companies competing within
the same industry. These differences may stem not only
from the fact that some managers conduct the affairs of
their company so as to achieve only a satisfactory and
not the maximum level of the objectives (Cyer and March,
1963). Or, as theory of limited rationality says, they may
emerge because human beings differ in their abilities to
process and understand large quantities of information.
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Table 1. Descriptive statistics on the use of performance indicators under each of the four perspectives of BSC.

Financial perspectiveCustomers’ perspectivelnternal process perspectiveLearning and growth perspective

N Valid 43 43
Missing 0 0
Mean 4.1023 4.0047
Median 4.2000 4.0000

Mode 4.60 4.20
Std. Deviation .57466 .53539
Minimum 2.60 2.40
Maximum 5.00 5.00

43 43
0 0

3.3442 3.9256
3.4000 4.0000

3.00 4.20
.63744 .68316

1.80 2.40

4.60 5.00

Source: Generated by the researcher using SPSS 19.0 from questionnaire response, 2012.

Contingency theory of management accounting can be
used as theoretical foundations to explain these
differences. The contingency approach to management
accounting is based on the premise that there is no
universally appropriate accounting system, which applies
equally to all organizations in all circumstances (Otley,
1980). Since a performance measurement system is
considered part of the management accounting system or
at least depends on its part, the contingency approach to
performance measurement can be formulated in the
same way. It is based on the premise that there is no
universally appropriate performance measurement sys-
tem applicable to all organizations in all circumstances.
Instead, a contingency theory attempts to identify specific
aspects of a performance measurement system that are
associated with certain defined circumstance and to
demonstarte appropriate matching (Rejc, 2003).

METHODOLOGY

The study evaluates the use of BSC as a technique for assessing
performance. The research focuses on all the twenty one (21)
banks operating in Gombe State, Nigeria. A judgemental/purposive
sampling technique was adopted to arrive at the sample of eleven
(11) banks. A survey technique was therefore used to obtain
relevant data for the study. This was done by means of
questionnaire administered on the banks’ executives. The
questionnaire was adopted by the researcher from Kaplan and
Norton (1996) approach, with some modifications. A five (5) item
scale (Strongly Agree (SA) = 5 Points, Agree (A) = 4 Points,
Undecided (UD) = 3 points, Disagree (DA) = 2 Points, and Strongly
Disagree (SD) = 1 Point) was used to measure the respondents’
views on the use of BSC as a technique for assessing performance.
Furthermore, the questionnaire was administered directly by the
researcher and his research assistants on the banking executives
(Branch Managers, Operations Managers, Heads Customer
Service, Marketing Managers and Branch Accountants) because it
is believed that they are in a better position to provide the right
information about how banks measure their performances.

The data generated for this research were first analyzed using
Descriptive Statistics to ascertain the level of agreement or
disagreement with the statement in the questions. Under the
Descriptive Statistics, percentages, means, medians, modes,
standard deviations, minimum points and maximum points were
used in data analysis.

i Mean value of 3.50 is benchmarked as minimum

ii. Minimum acceptable values for median and mode stand at 3.50

In addition, Kruskal Wallis Test was carried out to compare the
perception of the banks on the four perspectives of the BSC, with a
view to finding which of the four perspectives is given much
attention by them. The Kruskal Wallis Tests were utilized because
the study variables were not amenable to quantifiable
measurements. Thus, this justifies the use of this tool for analysis.
The Statistical Package for Social Sciences (SPSS) version 19.0
was used to carry out the analyses.

RESULTS AND DISCUSSION

The data collected in the study using questionnaire are
presented and interpreted from which inferences were
drawn. Of the fifty five (55) copies of questionnaire
administered to the respondents of the sampled banks,
forty three (43), representing 78%, were filled and
returned, while twelve (12), representing 22%, were not
returned. Table 1 presents the results of analysis of the
use of the four perspectives of BSC as technique for
assessing banks’performance.

Table 1 presents the elements of descriptive statistics
on the use of performance measures under each of the
four perspectives of BSC in assessing performance of
banks in Nigeria. From the table, it can be seen that the
modal and the median responses are high for all the four
perspectives of BSC with the exception of the internal
process perspective which has 3.00 and 3.4000 as its
mode and median respectively. This implies that majority
of the respondents opted for agreement and strong
agreement with the statements on financial, customer
and learning and growth perspectives of BSC.

However, there is low inclination toward internal
business process perspective. Furthermore, it could be
deduced from the table that the respondents place a
major weight on the use of performance measures under
financial perspective (mean = 4.1023), followed by
customer perspective (mean = 4.0047), learning and
growth perspective (mean = 3.9256) and internal process
perspective (mean = 3.4884). The mean scores of
financial, customer and learning and growth perspectives
of BSC stand above cut - off value mean of 3.5000, and



Table 2. Kruskal Wallis test on the four perspectives of BSC.

Perspectives of BSC Mean rank

N
Financial perspective 5 15.60
Customers’ perspective 5 13.80
5
5

Internal process perspective 3.00
Learning and growth perspective 9.60
Total 20

Source: Generated by the researcher using SPSS 19.0 from

questionnaire response, 2012. Kruskal-Wallis Statistics KW =
13.474. P-value is 0.004.

this indicates a high score on the use of performance
indicators under the three perspectives of BSC and low
performance on the use of performance indicators under
internal process perspective.

Moreover, the standard deviation around the mean
value in all the four perspectives of BSC is insignificant.
Even the internal process perspective which has the
mean below the cut-off mean value, its standard deviation
is still insignificant (.63744). Additionally, all the four
perspectives have 5 as their maximum value and the
minimum values of 2.60, 2.40, 1.80 and 2.40 for financial,
customer, internal process and learning and growth
perspectives, respectively.

The four perspectives of the BSC

This sub section compares the perception of the banks
on the four perspectives of the BSC, with a view to finding
which of the four perspectives is given much attention by
them. The results are presented in Table 2.

Table 2 shows Kruskal Wallis Test of 13.474 and P-
value of 0.004. This suggests that, there is significant
variation by the respondents on the four perspectives of
BSC. The table also indicates that financial perspective
has the highest mean rank of 15.60 followed by customer
perspective with a mean rank of 13.80 and learning and
growth perspective with mean rank of 9.60. The internal
process perspective has the least mean rank of 3.00.

The above discussion suggests that, the banks focus
more on financial perspective followed by customer
perspective and learning and growth perspective, but
they put less emphasis on internal process perspective of
BSC. This means that, on the average, Nigerian banks
are utilizing financial, as well as, non-financial measures
for their performance evaluation systems, without any
formal recourse to the BSC. This finding correlates with
the finding of Ahmed, Bowra et al. (2010) who conducted
a survey on commercial banks in Pakistan and concluded
that the commercial banks were following all the four
perspectives of BSC without knowing that they were
following them. Similarly, it is consistent with the findings
of Anand et al. (2005) who found that the financial
perspective of BSC has been found to be the most
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important perspective followed by the customer
perspective and learning and growth perspective.

CONCLUSION AND RECOMMENDATIONS

In this paper an attempt was made to explore the use of
BSC as technique for assessing performance by Nigerian
banks. The concept of performance, performance
measurement, financial and non-financial measures of
performance and the concept of balanced scorecard have
been discussed. Other issues such as the four
perspectives of the BSC and empirical studies on the use
of BSC as technique for assessing performance were
also highlighted.

From the analysis of related literature, analysis and
interpretation of data and results of hypothesis test, the
researcher concludes that, for the fact that Nigerian
banks relied heavily on financial performance measures
followed by customer performance measures as a
technique for assessing their performance, a compre-
hensive view of their performance cannot be guaranteed
without incoporating all the four perspectives of BSC.

Lastly, Nigerian banks should enhance their
performance measurement systems by balancing their
performance measures within the four perspectives of
BSC. This will check the skewness of the CAMEL'’s rating
approach (C = capital adequacy; A = asset quality; M =
management quality; E = earning quality and L =
liquidity), which uses financial measures to assess banks’
performance in Nigeria.
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