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Abstract

Balanced Scorecard (BSC) is a performance measuotesystem that converts an organization’s valugedri
such as customers, services, financial performaomerational efficiency and innovation to a senéslefined
metrics, and records. It is a management systainetiiables organizations to clarify their visior atrategy,
translate them into action and provides feedbackmorove strategic performance and results. It ltesa
improved processes, motivated/educated employedmneed information systems, monitored progresd, an
greater customer satisfaction. The present resaavestigates the effect of using balanced scode¢BEC)
approach on the organizational performance of ssdedordanian banks. Multiple linear regression lhesn
used for data analysis. The findings revealed lladdnced scorecard approach has a significant ingrathe
organizational performance of banks under study.

Keywords: balanced scorecard (BSC), regression, organizgienormance, banks.

Introduction

The term Balanced Scorecard (BSC) reflects Hsanced between short and long term objestiv
between financial and non-financial measures, betwagging and leading indicators, and betwegtereal

and internal performance perspectives (Kaplaoh l[dorton, 1996). Balanced Scorecard is a measurteme
system that enables organizations to clarify thésion and strategy and translate them into actlon.
provides feedback around both the internal busipessesses and external outcomes in order to camtsy
improve strategic performance and results (Thorhle, and Dickinson, 2014). BSC is a framework
which translates an organization’s vision and sggatinto a coherent set of performance measurdselfts
business to evaluate how well they meet their divjes. The BSC is a performance measurement system
using a multi-dimensional scorecard to translatatafly into a balance of financial and non-finahcia
performance measures. BSC is a combination of maméial and financial measures developed to nfeet t
shortcomings of traditional management control gedformance measurement systems. BSC incorporates
financial performance measures with non-financeafgrmance measures in areas such as involvingioess,
internal processes and learning and growth (Mo@wg@n, and Hostettler, 2009).

BSC is a conceptual framework for tfatisg an organization’s strategic objectives iatet of
performance indicators distributed among four pecsipes- financial, customer, internal businesess and
learning- growth. BSC is a valuation methodolodmatt converts an organization's value drive-such as
customers, services, financial performance, opmrati efficiency and innovation- to a series of ded
metrics, records and analyses these matrices podetérmine if they are achieving strategic goad®xplains
how the BSC is a system that converts value drigéthe organization into metrics to evaluate styat goal
achievement (Phillips, and Louvieris, 2005).

BSC is a performance measurement system derivad frigion-strategy and reflects the most important
aspects of the business. BSC is a new managemeoémowhich helps managers at all levels to monitor
results in their key areas (Khanka, 2012). It rmmsi current performance as well as tries to gather
information about how well the organization is piasied to perform better in future. BSC focusestmn link
between business process and decisions and re#uliss.considered as a device to guide formulation,
implementation and communication. It also help$ratking the performance and evaluation. To corelud
can be said that BSC is a system of combining firdrand non-financial measures of performanceria o
single scorecard. It includes performance meadore®ur perspectives; financial, customer, intéidmasiness
process and learning-growth (Chow, Haddad, andiaitison, 2012).

Review of Literature

Irbihat & Ashraf (2017) in their research paperittad, “Impact of Balanced Scorecard Usage on the
Organizational Performance: A Case Study of Jordaternational Insurance”examined the impact of
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balanced scorecard approach on the organizatierébrmance of Jordan International Insurance. Drveda
collected with the help of a well structured quastiaire from 175 employees working in Jordan Irdéomal
Insurance. Besides, linear regression was use@dbthe hypotheses. The findings showed that custom
perspective, internal business process perspedtigening and growth perspective, and financialspective
have a significant impact on the organizationafgrenance because significant value in each varialle less
than 0.05. Therefore, the research concluded thiahbed scorecard approach has a significant ingra¢he
organizational performance in Jordan Internatidnalirance. The research conducted by Ombuna 20aBJ
entitled,“Impact of Balanced Scorecard Usage on the Perfarogaof Commercial Banks8xplored the effect
of balance scorecard usage on the performancenofneocial banks in Nakuru District, Kenya. The saargike

of the study was 72 respondents which include djpea® managers, human resource managers, branch
managers and customer service mangers. The auppdied Pearson’s correlation to test the relatigmsh
between variables. The study revealed that thetefémess of BSC usage lies on the organizatiomsmhjcs,
execution, monitoring and evaluation proceduresidiss, it was revealed that BSC usage has a pogitipact
on the performance of commercial banks and it hetganizations in clarifying their vision and s&gy. The
authors suggested that banks should develop prodnct services that have competitive advantageder do
get competitive advantage and to satisfy the neédsustomers. Farooq & Hussain (2011) in their aesle
paper entitled,’Balanced Scorecard Perspective On Change And Paidoce: A Study Of Selected Indian
Companies”examined the relationship between balance scorechathge and organizational performance and
found that Indian organizations have incorporatedddimensions of BSC as a performance measuremeaist t
and use it to create change and improve performdr study revealed that there is less differendbe use
of BSC between public and private sector as welbexvice and manufacturing organizations. Moreothes,
authors explored that private and public sectoanizations differ on the dimension of technologidadnge but
service and manufacturing organizations differ lea dimension of financial perspective. The conclnss that
there is a significant correlation between BSC arganizational performance. Kaplan & Norton (1982)heir
study highlighted that balanced scorecard is @fseteasures that offers top managers a fast angredransive
view of the business. It identifies the influencke non-financial factors upon strategic success present
advantages over historical performance measures.

Objectives of the Study

1. Todiscuss the concept of balanced scorecard agproa

2. To examine the impact of balanced scorecard appr{$C) on the organizational performance of Jordan
Kuwait Bank.

3. To examine the impact of balanced scorecard appr&8C) on the organizational performance of Cairo
Amman Bank.

4. To examine the impact of balanced scorecard appr®8C) on the organizational performance of Arab
Bank.

5. To examine the impact of balanced scorecard appr8C) on the organizational performance of Jordan
Islamic Bank.

Hypotheses of the Study

Ho: Balanced Scorecard Approach has no significapiachon organizational performance in Jordan Kuwait
Bank.

H.. Balanced Scorecard Approach has a significanaghpn organizational performance in Jordan Kuwait
Bank.

Hq2: Balanced Scorecard Approach has no significapiaith on organizational performance in Cairo Amman
Bank.

H.: Balanced Scorecard Approach has a significantaghpn organizational performance in Cairo Amman
Bank.

Hos: Balanced Scorecard Approach has no significapachon organizational performance in Arab Bank.

H.z Balanced Scorecard Approach has a significanaonhpn organizational performance in Arab Bank.

Hos: Balanced Scorecard Approach has no significapaichon organizational performance in Jordan Istami
Bank.

H.s Balanced Scorecard Approach has a significanaghpn organizational performance in Jordan Islamic
Bank.

Resear ch M ethodology

The research is based on both primary and secort#day However, major emphasis is laid on primaatad
which is collected with the help of questionnaimsigned on a five point Likert Scale from 304 ergpks
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working in selected banks. Secondary data is deliedrom websites, journals, periodicals, magazi@es
reports. The period of data collection is three thern.e. from January, 2017 to March, 2017. Simpledom
sampling is followed in the study. A total of 40Qiegtionnaires were distributed to the executiveread
employees of selected banks wherein 96 questicamawere rejected due to error and 304 have bealyfin
selected for analysis. Hence, 304 is the sampé&edfizhe study. Multiple linear regression has bapplied as
the statistical tool to test the hypotheses.

Table 1. Sample Size

Banks Selected Questionnaires

Distributed Rejected Accepted Sample Size
Jordan Kuwait Bank 100 30 70 70
Cairo Amman Bank 100 25 75 75
Arab Bank 100 22 78 78
Jordan Islamic Bank 100 19 81 81
Total 400 96 304 304

Source: Primary Data

Fig.1: Sample Size of the Study

120

Jordan Kuwait Bank  Cairo Amman Bank Arab Bank Jordan |slamic Bank

m Questionnaires Distributed mQuestionnaires Rejected  m Questionnaires Accepted/Sample Size

Hypotheses Testing

Ho: Balanced Scorecard Approach (BSC) has no significant impact on organizational performance in

Jordan Kuwait Bank.

H.: Balanced Scorecard Approach (BSC) has a significant impact on organizational performance in

Jordan Kuwait Bank.

Multiple linear regression has been used as thestital tool to measure the impact of BSC on oigational
performance of Jordan Kuwait Bank. The null hypsibestates that Balanced Scorecard Approach (B&Eht
significant impact on organizational performancelardan Kuwait Bank and the alternate states thériged
Scorecard Approach (BSC) has a significant impaatrganizational performance in Jordan Kuwait Bank.
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Table 2: Regression Analysis-Jordan Kuwait Bank

Durbin
Model R R Square Adjusted R Square Standard Error Watson
0
1 0.901 0.811 0.801 2.0518 1.974

Table 2 shows the results of multiple linear regi@s analysis. The adjusted R square shows the r@nudu
variation in one variable (organizational performanthat is accounted by another variable (BSQje value of
adjusted R square is 0.801 which means 80.1 pevegidtion in organizational performance is expdairby
BSC and the rest of the variation (f}Rs an unexplained variation in organizational fpemance due to
variables that has not been considered in this mode

Table 3: Regression Coefficients- Jordan Kuwait Bank

Model-1 )
Unstandar dized Standard
Coefficients Error t value P Value

Customer Perspective 0.5041 1.668 -2.477 0.000
Internal Business Process 0.2915 2.167 11.456 0.001
Perspective

Learning & Growth Perspective | 0.3873 1.574 25.697 0.000
Financial Perspective 0.4468 1.078 16.608 0.0067

Dependent Variable: Organizational Performance

Source: Output of SPSS_18

Table 3 shows the results of regression coeffisieft Jordan Kuwait Bank. Organizational performaise
dependent variable whereas Balanced Scorecard Appr(BSC) is independent variable. An unstandaddize
beta coefficient gives a measure of contributioeadth variable to the model. A larger value indisahat a unit
change in the predictor variable has a larger impacthe criterion variable. Firstly, the unstardized beta
coefficient of customer perspective is 0.5041 whighn indication of positive impact of customergpective
on organizational performance. The p value cornedjpy to customer perspective is less than 0.08wshows
that customer perspective has significant impacbanizational performance. Secondly, the unstalizkd
beta coefficient of internal business process matsge is 0.2915 which indicates that one unit ¢jgim internal
business process perspective will bring 0.29 unénge in organizational performance. Further, égression
coefficient is statistically significant at 5% ldvef significance (P<0.05). Thirdly, the unstandaedi beta
coefficients of learning & growth perspective andahcial perspective are also statistically siguwifit at 5%
level of significance (P<0.05). Therefore, the noylpothesis is rejected and it can be said thatetle a
significant impact of BSC on organizational perfame in Jordan Kuwait Bank.

Hq,: Balanced Scorecard Approach (BSC) has no significant impact on organizational performance in
Cairo Amman Bank.

H.: Balanced Scorecard Approach (BSC) has a significant impact on organizational performance in
Cairo Amman Bank.

Multiple linear regression has been used as theststal tool to measure the impact of BSC on oigational
performance of Cairo Amman Bank. The null hypothesates that Balanced Scorecard Approach (BSQ)das
significant impact on organizational performanceCimro Amman Bank and the alternate states thariged
Scorecard Approach (BSC) has a significant impaatrganizational performance in Cairo Amman Bank.

Table 4: Regression Analysis-Cairo Amman Bank

Durbin
M odel R R Square Adjusted R Square Standard Error Watson
2 0.875 0.765 0.754 1.8612 1.4482
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Table 4 shows the results of multiple linear regi@s analysis. The adjusted R square shows the r@nudu
variation in one variable (organizational perform@nthat is accounted by another variable (BSQje Vialue of
adjusted R square is 0.754 which means 75.4 pevegidtion in organizational performance is expdairby
BSC and the rest of the variation (f}Rs an unexplained variation in organizational fpemance due to
variables that has not been considered in this mode

Table 5: Regression Coefficients- Cairo Amman Bank

M odel-2 )
Unstandar dized Standard
Coefficients Error t value P Value

Customer Perspective 0.3022 2.0414 15.741 0.0022
Internal Business Process 0.2509 1.9562 -2.404 0.000
Perspective

Learning & Growth Perspective | 0.3152 2.0974 13.864 0.0041
Financial Perspective 0.3647 1.0087 -3.369 0.000

Dependent Variable: Organizational Performance

Source: Output of SPSS_18

Table 5 shows the results of regression coeffisiaft Cairo Amman Bank. Organizational performange i
dependent variable whereas Balanced Scorecard Appr(BSC) is independent variable. An unstandaddize
beta coefficient gives a measure of contributioeadth variable to the model. A larger value indisahat a unit
change in the predictor variable has a larger impacthe criterion variable. Firstly, the unstardized beta
coefficient of customer perspective is 0.3022 whiglhn indication of positive impact of customergpective
on organizational performance. The p value cornedjpy to customer perspective is less than 0.05wshows
that customer perspective has significant impacbanizational performance. Secondly, the unstatizkd
beta coefficient of internal business process matsge is 0.2509 which indicates that one unit ¢jgim internal
business process perspective will bring 0.25 unénge in organizational performance. Further, @égression
coefficient is statistically significant at 5% ldvef significance (P<0.05). Thirdly, the unstandaedi beta
coefficients of learning & growth perspective andahcial perspective are also statistically siguwifit at 5%
level of significance (P<0.05). Therefore, the njlpothesis is rejected and it can be said thatetle a
significant impact of BSC on organizational perfarme in Cairo Amman Bank.

Hos: Balanced Scorecard Approach (BSC) has no significant impact on organizational performance in
Arab Bank.

Has: Balanced Scorecard Approach (BSC) hasa significant impact on organizational performancein Arab
Bank.

Multiple linear regression has been used as thisstital tool to measure the impact of BSC on oigational
performance of Arab Bank. The null hypothesis stateat Balanced Scorecard Approach (BSC) has no
significant impact on organizational performanceAnab Bank and the alternate states that BalancedeSard
Approach (BSC) has a significant impact on orgaioral performance in Arab Bank.

Table 6: Regression Analysis-Arab Bank

Durbin
M odel R R Square Adjusted R Square Standard Error Watson
3 0.835 0.697 0.688 1.5894 1.9452

Table 6 shows the results of multiple linear regi@s analysis. The adjusted R square shows the r@inudu
variation in one variable (organizational perform@nthat is accounted by another variable (BSQGje Vialue of
adjusted R square is 0.688 which means 68.8 pewagidtion in organizational performance is expairby
BSC and the rest of the variation (f}Rs an unexplained variation in organizational fpenance due to
variables that has not been considered in this mode
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Table 7: Regression Coefficients- Arab Bank

M odel-3 )
Unstandar dized Standard
Coefficients Error t value P Value

Customer Perspective 0.3341 1.0412 33.964 0.006
Internal Business Process 0.3077 1.6942 -2.856 0.000
Perspective

Learning & Growth Perspective | 0.2564 1.4505 -7.784 0.0055
Financial Perspective 0.4125 2.0684 25.859 0.000

Dependent Variable: Organizational Performance

Source: Output of SPSS_18

Table 7 shows the results of regression coeffisiait Arab Bank. Organizational performance is degen
variable whereas Balanced Scorecard Approach (BiSCnhdependent variable. An unstandardized beta
coefficient gives a measure of contribution of eaehable to the model. A larger value indicateat th unit
change in the predictor variable has a larger impacthe criterion variable. Firstly, the unstardized beta
coefficient of customer perspective is 0.3341whgchn indication of positive impact of customergpective on
organizational performance. The p value correspantth customer perspective is less than 0.05 whidws
that customer perspective has significant impacbanizational performance. Secondly, the unstatizkd
beta coefficient of internal business process matsge is 0.3077 which indicates that one unit gjgim internal
business process perspective will bring 0.30 unénge in organizational performance. Further, @gression
coefficient is statistically significant at 5% ldvef significance (P<0.05). Thirdly, the unstandaedi beta
coefficients of learning & growth perspective andahcial perspective are also statistically siguwifit at 5%
level of significance (P<0.05). Therefore, the najlpothesis is rejected and it can be said thatetle a
significant impact of BSC on organizational perfarme in Arab Bank.

Hu: Balanced Scorecard Approach (BSC) has no significant impact on organizational performance in
Jordan Isamic Bank.

Ha: Balanced Scorecard Approach (BSC) has a significant impact on organizational performance in
Jordan Isamic Bank.

Multiple linear regression has been used as thisstital tool to measure the impact of BSC on oigational
performance of Jordan Islamic Bank. The null hypsth states that Balanced Scorecard Approach (B&Cho
significant impact on organizational performancelardan Islamic Bank and the alternate statesBhktnced
Scorecard Approach (BSC) has a significant impaabrganizational performance in Jordan Islamic Bank

Table 8: Regression Analysis-Jordan Islamic Bank

Durbin
M odel R R Square Adjusted R Square Standard Error Watson
4 0.893 0.746 0.734 1.2185 1.0044

Table 8 shows the results of multiple linear regi@s analysis. The adjusted R square shows the r@nudu
variation in one variable (organizational performanthat is accounted by another variable (BSQje Value of
adjusted R square is 0.734 which means 73.4 pevegidtion in organizational performance is expdairby
BSC and the rest of the variation (f}Rs an unexplained variation in organizational fpemance due to
variables that has not been considered in this mode
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Table 9: Regression Coefficients- Jordan | lamic Bank

M odel-4 )
Unstandar dized Standard
Coefficients Error t value P Value

Customer Perspective 0.1987 1.5692 -6.687 0.000
Internal Business Process 0.2606 1.7485 11.748 0.000
Perspective

Learning & Growth Perspective | 0.3073 1.6933 29.784 0.008
Financial Perspective 0.3674 1.5878 -1.745 0.000

Dependent Variable: Organizational Performance

Source: Output of SPSS_18

Table 9 shows the results of regression coeffisiaft Jordan Islamic Bank. Organizational perfornearse
dependent variable whereas Balanced Scorecard Appr(BSC) is independent variable. An unstandaddize
beta coefficient gives a measure of contributioeadh variable to the model. A larger value indisdhat a unit
change in the predictor variable has a larger impacthe criterion variable. Firstly, the unstardized beta
coefficient of customer perspective is 0.1987 whighn indication of positive impact of customergpective
on organizational performance. The p value cornedjpy to customer perspective is less than 0.05wshows
that customer perspective has significant impacbanizational performance. Secondly, the unstatizkd
beta coefficient of internal business process matsge is 0.2606 which indicates that one unit gjgim internal
business process perspective will bring 0.26 unénge in organizational performance. Further, @gression
coefficient is statistically significant at 5% ldvef significance (P<0.05). Thirdly, the unstandaedl beta
coefficients of learning & growth perspective andahcial perspective are also statistically siguwifit at 5%
level of significance (P<0.05). Therefore, the njlpothesis is rejected and it can be said thatetle a
significant impact of BSC on organizational perfamuoe in Jordan Islamic Bank.

Conclusion

BSC is a framework which translates an organiz&ieision and strategy into a coherent set of perémce
measures. It helps business to evaluate how welf theet their objectives. The BSC is a performance
measurement system using a multi-dimensional satdeio translate strategy into a balance of firainand
non-financial performance measures. BSC is a caatibim of non-financial and financial measures depet

to meet the shortcomings of traditional managenemtrol and performance measurement systems. BSC
incorporates financial performance measures with-fimancial performance measures in areas such as
involving customers, internal processes and legr@nd growth. It explains how the BSC is a systéat t
converts value drivers of the organization into niaetto evaluate strategic goal achievement. Tresqort
research has been conducted to examine the impaoalanced scorecard approach on the organizational
performance of selected Jordanian banks. JordanaKu®ank, Cairo Amman Bank, Arab Bank, and Jordan
Islamic Bank were the banks that have been seldxteatle researcher in the study. It is based oh patary

and secondary data. Primary data was collected thithelp of questionnaire designed on a five phikeért
Scale from 304 employees working in selected banks. period of data collection was three monthsfigm
January, 2017 to March, 2017. Multiple linear resgien has been applied as the statistical tooksd the
hypotheses. The findings of the research highlijhtieat there is a significant impact of BSC on the
organizational performance in banks under study.
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