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MANAGING BUSINESS GOALS OF
MANUFACTURING ORGANIZATIONS BY
BSC
Abstract: Balanced Scored Card Approach (BSC) is
developed method for evaluating and measuring
financial performance and supplements these measures
with factors that drive future financial performance.
The business goals on each perspective are described
by knowledge and experiance of management team of
this perspective.
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1. INTRODUCTION
The conceptual framework of the BSC
was introduced by Kaplan and Norton [111] for the purpose of designating,
evaluating and measuring factors that drive
an organization’s performance. The
Balanced Scorecard paradigm retains
measures of financial performance and
supplements these measures with factors
that drive future financial performance.
These intangible assets include such things
as customer relationships, innovative
products and services, high-quality
responsive operating processes, skills and
knowledge of the workforce, the
information technology that supports the
workforce, and the organizational climate
that encourages innovation, problemsolving, and improvement.
For-profit seeking corporations, the
financial perspective provides clear longrun objectives [9].
The Financial Perspective covers the
financial objectives of an organization and
allows managers to track financial success
and shareholder value. Profit-seeking
organizations
attempt
to
increase
shareholder
value.
The
financial
perspective might include a maximization
of funding from outside sources instead of

profit, or maintenance of fiscal stability.
Financial perspective, defines financial
strategic
objectives
and
financial
performance measures that provide
evidence of whether or not the company’s
financial strategy is yielding increased
profitability and decreased costs.
The Customer Perspective covers the
customer objectives such as customer
satisfaction, market share goals as well as
product and service attributes. Kaplan and
Norton indicate that the core of any
business strategy is the customer-value
proposition which describes the unique
mix of product, price, service, relationship,
and image that a company offers.
Accordingly, an organization must identify
the customers it wishes to attract and the
market segment in which it will compete.
An
organization
differentiates
its
customer-value proposition. It selects from
among operational excellence, customer
intimacy, and product leadership.
The Internal Process Perspective
covers internal operational goals and
outlines the key processes necessary to
deliver the customer objectives. The
Learning and Growth Perspective covers
the intangible drivers of future success
such as human capital, organisational
capital and information capital including
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skills, training, organisational culture,
leadership, systems and databases.
According to Kaplan and Norton, in
utilizing this approach an organization can
frequently identify processes at which it
must excel to meet its goals [4, 9]. The
internal process perspective involves
determination of internal processes that
will best affect customers as well as
process improvements that will affect
financial objectives. Internal process
metrics are then developed, which
communicate the level of product quality
through the monitoring of in-process
metrics, as well as measuring productivity
associated with the number of units
produced or services provided [12].
The learning and growth perspective
involves determination of employee
capabilities and skills, technology, and
corporate climate needed to support a
strategy. Strategic objectives and metrics
of the Learning and Growth perspective
help to identify gaps between current
employee skill levels, culture, and
supporting information systems and
discover the optimum level of operation at
which these components become high
performing internal processes [13].
About one half of total number of
major companies operating in the US,
Europe and Asia are using BSC. The
widest use of the BSC approach can be
found in the US, the UK, Northern Europe
and Japan [1, 2, 5, 8, 10, 12]. Only about
35 percent of the 5,000 largest firms used
the BSC [13], which is more than the
numbers reported by [14]. Schniederjans
and Karuppan [15] found that about a half
of all companies using BSC also use
causal maps. No longer do managers have
to work their way through piles of
statistics, but can focus on monitoring
some 15-20 key indicators instead.
According to the above given data, it
follows that there are numerous papers to
be found in literature which describe BSC
model application in profit organizations.
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2. BSC METHOD APLIED IN
MANUFACTURING
ORGANIZATIONS
The BSC measures across four
hierarchical perspectives and describes a
series of causal relations between four
perspectives that culminate in the
achievement of financial objective. The
lowest level in the hierarchy is the learning
and growth perspective because actions
taken there. Outcome measures of the
learning and growth perspective become
indicators of the outcomes of each of the
three perspectives above it in the
hierarchy. Employees with higher skills
and knowledge are compensated with
higher salaries and employee benefits [16].
The employee skills could increase
internal business process perspective [17].
Common outcome measures include
employee satisfaction, employee retention,
employee productivity and turnover [9, 13,
18].
In order to achieve BSC goals, most
profit organisations need to redesign
and/or continuously improve key business
processes. This includes the structuring,
training and deployment of cross
functional business process reengineering
(BPR) teams for iterative process
improvement or more comprehensive
process redesign. Considering the limited
resources of most companies, a key
strategic issue is which processes to focus
on first. The focus should be on those
processes that are most importantly related
to the company’s business strategy.
Comparisons
of
future
process
performance targets with what the
company has previously achieved will
reveal the degree of improvement that is
required. The company should periodically
report and analyse performance results, as
well as make adjustments to their strategy
based on that analysis. The BSC
methodology creates an infrastructure in
which top management can easily track
and analyse their company’s performance.
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This is easier if the company uses a BSC
software solution. Most companies update
their BSC’s on an annual basis. However,
as the business environment changes and
BSC learning accumulates, companies
tend to change some of their performance
objectives, measures and targets. A
fundamental aspect of the BSC
methodology is making such adjustments
in a timely manner to ensure the success of
strategy execution.
The company must take the
investment and the decisions of financing
on a basis of continuation. To take the
wise optimum and the decision, a clear
arrangement of the objectives is a need.
The objectives are employed in the
direction of a criterion of goal or decision
for the decision implied in financial
management. The economists believe that
the maximum benefit of income is the
single goal of any organization of
businesses, because that will also lead to
the optimum allocation of resources.
Actions which increase the benefit of
companies are undertaken and those which
decrease the benefit are avoided. Thus, of
the prospect for the economic theory, the
maximization of benefit is simple a
criterion of economic efficiency.

3. MANAGING BUSINESS GOALS
BY BSC METHOD
Companies worldwide continue to
adopt the BSC approach because it is
indeed one of the few methodologies that
is not only sound from a theoretical
perspective, but meets the criteria of
practitioners – it delivers results. The hard
work designing and implementing
scorecards is typically repaid in financial
performance,
customer
satisfaction,
operational efficiency and employee
growth. These rewards correspond directly
with the perspectives a company commits
itself to in implementing the BSC. Kaplan
and Norton defined the BSC as a multi-

dimensional framework for describing,
implementing and managing strategy at all
levels of an enterprise by linking
objectives, initiatives and measures to an
organization's strategy. The scorecard
provides an enterprise view of an
organization's overall performance by
integrating financial measures with other
key performance indicators around
customer perspectives and internal
business
processes,
and
around
organizational growth, learning and
innovation. The BSC is not a static list of
measures, but rather a framework for
implementing and aligning complex
programs of change, and indeed, for
managing strategy-focused organizations.
Effective enterprise-wide BSC must
allow for the participants to effortlessly
move from big-picture analyses to
organization-level details to facilitate
proactive
decision-making.
Multienterprise BSC gains must optimize
performance at every level of the
enterprise. The enterprise will accomplish
better decision making through consistent
and
visual
business
performance
management. In order to manage the
complexities involved - a highperformance,
web-enabled
software
enabler may need to be considered.
An organization whose members have
core abilities in quality awareness can
improve its internal processes to increase
administrative
efficiency.
If
an
organization’s services and education are
of good quality and has adequate
operational
facilities,
customer
requirements will be satisfied. When an
organization’s internal and external
customers
are
satisfied
with
its
performance, its profit growth will steady
within the financial perspective. An
adequate financial structure helps an
organization achieve its mission and
vision. Furthermore, the four perspectives
establish orders as well as the employee
suggestions and communication feedback
from the vertical kind models. An
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organization’s balanced scorecard can be
established according to its mission,
vision, and strategy. The balanced
scorecard includes a series of targets and
measurements and instructs members
about the causeand-effect relationship in
the organization’s strategy. The process
develops linkages within the balanced
scorecard and on the strategic resource
distribution platform. The balanced
scorecard guided budget has numerous
benefits such as scarce resource allocation,
budget
and
organization
linkages,
identification
of
primary
strategy
strengths, renewed budgeting process,
transfer of the organization’s target from a
department to the whole organization, and
development of cooperative relationships
within the organization. Once sufficient
background
information
has
been
collected, the findings can be synthesized
and confirmed through a one-on-one
interview process with each executive
team member. This activity will provide
feedback on organizational competence
advantage, critical success factors (CSF),
core competency, and key performance
indicators (KPI).
The balanced scorecard is a formal
management system that provides a
realistic framework that links performance
measures with strategy deployment.
Further, it is an integrated results-oriented
set of performance measure indicators,
including financial and non-financial
measures, which comprises current
performance and drivers of future
performance. The balanced scorecard
should be a component of a strategic
management system that links an
organization’s mission, core values, and
vision with strategies, targets, and
initiatives that are explicitly designed to
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inform and motivate continuous efforts
toward improvement. The identification,
communication, and evaluation of these
performance measure indicators play an
important role in strategic planning,
translating strategy into action, and
evaluating performance. The balanced
scorecard must have clear measure
indicators and authority units so that it can
have complete performance measure
indicators to measure the whole system;
thus, an organization’s internal units or
individuals will clearly understand the
organization’s key positions.
Organizational existence and desired
target achievement, employee selfenrichment,
the
coherence
of
organizational core forces, and targets and
performances help an organization achieve
its missions and visions. Although, the
balanced scorecard framework differs from
that of other scholar models, the final
targets are the same; mission and vision
achievement and sustainable management.
Goals for each perspective in this paper,
have been created on the basis of the
knowledge gained from examining
manufacturing firms. The firms taken into
consideration are mainly small and
middle-sized companies operating with a
certain amount of business resources –
primarily financial resources, then knowhow, workforce, machinery, etc. The
account is also taken of a certain number
of large private companies which represent
multinational companies' branches. All
businesses from profit organizations are of
a similar structure, processes, organization,
functions and activities. According to the
literature review and many other real
examples strategy map of the profit
organization is shown at the Figure 1.
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Figure 1. Strategy map of the profit organization
Figure 1. shows us goals from each
perspective of the profit organization and
theirs performance in BSC software and
measures as results (outputs) from that

software (Figure 2). Results of software
are improved and modified BSC goals and
there are shown at the figure 2.

Figure 2. Improved and modified BSC goals of the profit organization

4. DISCUSSION OF THE
RESULTS
In general, applying BSC programme
- BSC Designer Pro– both development of
each perspective and development of goals

belonging to each perspective can be
clearly noted. In this paper, by applying
fuzzified BSC method, the Internal
Processes Perspective is shown to be the
most important, though the Financial
Pespective could have been expected to be
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of the utmost importance, having in mind
that profit organizations have been
observed. The achieved result implies that
it would be neccessary to form a special
organizational unit (The Internal Processes
Perspective) which deals with problems of
research and development which are of the
strategic
importance
for
business
operations. Goals defined on this
perspective have similar development
values. This perspective management team
efforts should be focused on defining,
implementation and monitoring of
management measures that would enable
this perspective goal improvement. Further
follows a short overview of basic
management measures to be undertaken
for improving progress of business goals
belonging to the Internal Processes
Perspective.
Measures to be undertaken for
improving the business goal which is
denoted as Lower the cost of producing
services and products are: introducing new
or more utile exploatation of already
existing technologies from the costs point
of view, reducing discrepancy costs
through improving product quality,
improving
production
workforce
efficiency and effectiveness, etc. The
remaining four goals of this perspective
are of almost the same importance.
Building long-term partnerships to ensure
access to high-quality and reliable
products is one of the basic requirements
of contemporary Just in Time (JIT)
business philosophy and it is incorporated
into both standards - ISO 9001 and ISO
26000. In all parts of every organization, it
is meant to build partnerships between
suppliers and a manufacturing firm parts,
i.e. processes of a manufacturing
firm/firms and customers. Building
reliable and long-term parnership can be
achieved by applying different methods.
Developing and implementation of
innovative solutions are the base of a profit
company developing course. Every
successful innovation is a result of a
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coordinated action between technological
and marketing innovation. In order to
improve the goal of World-class
centralization of the key function it is
neccessary to enlarge the structure of a
small business by introducing the function
of research and development. In mediumsized firms, smaller organizational units
are formed to deal either partially or fully
with
problems
of
research
and
development. The success in this goal
attainment can be achieved by using
competitive members of a virtual
organization (global chains of supply)
and/or by using innovations. Improving
Optimize enabling science and technology
is achieved by improving workforce
motivation and know-how with the support
of a management team in order to
maximally use available technological and
scientific potentials of a company.
The second place of the considered
goals in taken by the Financial Perspective
goals. The most important goal on this
perspective is Maximizing free cash flow,
which is achieved by better customer
managing which further improves the cash
flow efficiency, e.g. by applying up-todate JIT methods, such as: zero-inventory,
zero-errors, etc. Slightly less importance is
allocated to the goal Improve Program
Outcomes. Improvement of this goal can
be made possible by undertaking the
following management measures: a proper
choice of a market and customers, a proper
setting of a product market price, reducing
neccessary costs through sales network,
close cooperation with banks, etc.
Remaining goals of this perspective all
have almost the same importance which is
less than the importance of the two
previously considered goals. The third
place is taken by Customer Perspective
goals, which are of the almost the same
development importance. The results
imply that the management team of this
perspective should focus thier attention to
all marked goals of this perspective and
undertake
numerous
and
various
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management measures which enable
improvement of the named goals of
Customer Perspective. Goals set on the
Learn and Growth Perspective have the
least, but not negligible significance for
improving effectiveness of a profit
organization business operations. With the
increased level of economy growth, the
importance of this perspective can be
expected to rise, as well as the goals
defined on this perspective. The most
important business goal is Constant
education and best practice sharing, which
is totally consistent with business concepts
such as Total Quality Management
(TQM), organizational learning and good
production practices.

5. CONCLUSION
Changes occurring in business
environment cause further changes in
organization and management of profit

companies. One of the ways to improve
the effectiveness of management is the
application of BSC method which enables
an exact way of achieving progress of each
identified goal on all organizational
perspectives. Business golas priority which
is obtained in this way, can be considered
less subjective (having in mind attitudes of
a management team), i.e. more precise.
Based on the gained solution, management
teams focus their attention on and put their
effort in improving the effectiveness of
attaining those goals that have the greatest
priority on the perspective which is given
the biggest development value. In order to
improve a process in the shortest possible
period of time, it is necessary that
management teams undertake certain
activities directed toward highest priority
goals, i.e. the goals that have the biggest
influence on the process efficiency. It can
be said that this problem solution is one of
the most critical factors for successful
establishment of a firms' BSC method.
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